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UNITED STATES
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FORM 10-Q
x

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarterly Period Ended July 29, 2017
OR

o
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject to such filing
requirements for the past 90 days. Yes x No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yes x No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an
emerging growth company. See the definitions of "large accelerated filer," "accelerated filer," "smaller reporting company," and "emerging growth company"
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x
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o No x
The number of outstanding shares of the registrant’s common stock was 78,802,189 as of August 26, 2017.
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FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q ("Quarterly Report") contains forward-looking statements that are subject to risks and uncertainties. All statements other
than statements of historical fact included in this Quarterly Report are forward-looking statements. Forward-looking statements give our current expectations
and projections relating to our financial condition, results of operations, plans, objectives, future performance, and business. You can identify forwardlooking statements by the fact that they do not relate strictly to historical or current facts. These statements may include words such as "anticipate,"
"estimate," "expect," "project," "plan," "intend," "believe," "may," "will," "should," "can have," "likely," and other words and terms of similar meaning in
connection with any discussion of the timing or nature of future operating or financial performance or other events. For example, all statements we make
relating to our estimated and projected costs, expenditures, cash flows, and financial results, our plans and objectives for future operations, growth,
initiatives, or strategies, or the expected outcome or impact of pending or threatened litigation are forward-looking statements. All forward-looking
statements are subject to risks and uncertainties that may cause actual results to differ materially from those that we expected, including:
External Risks such as:
• changes in consumer spending and general economic conditions;
• customer traffic at malls, shopping centers, and at our stores and online;
• competition from other retailers;
• our dependence upon independent third parties to manufacture all of our merchandise;
• changes in the cost of raw materials, labor, and freight;
• supply chain disruption;
• difficulties associated with our distribution facilities;
• natural disasters, fire, and other events that cause business interruption; and
• our reliance on third parties to provide us with certain key services for our business.
Strategic Risks such as:
• our ability to identify and respond to new and changing fashion trends, customer preferences, and other related factors;
• fluctuations in our sales, results of operations, and cash levels on a seasonal basis and due to a variety of other factors, including our product
offerings relative to customer demand, the mix of merchandise we sell, promotions, and inventory levels;
• our dependence on a strong brand image;
• our ability to develop and maintain a relevant and reliable omni-channel experience for our customers;
• our dependence upon key executive management; and
• our ability to achieve our strategic objectives, including improving profitability, increasing brand awareness and elevating customer experience,
transforming and leveraging information technology systems, and investing in the growth and development of our associates.
Information Technology Risks such as:
• the failure or breach of information systems upon which we rely; and
• our ability to protect our customer data from fraud and theft.
Financial Risks such as:
• our substantial lease obligations;
• restrictions imposed on us under the terms of our asset-based loan facility;
• impairment charges on long-lived assets;
• claims made against us resulting in litigation or changes in laws and regulations applicable to our business;
• our inability to protect our trademarks or other intellectual property rights that may preclude the use of our trademarks or other intellectual property
around the world;
• changes in tax requirements, results of tax audits, and other factors that may cause fluctuations in our effective tax rate; and
• our failure to maintain adequate internal controls.
We derive many of our forward-looking statements from our operating budgets and forecasts, which are based upon many detailed assumptions. While we
believe that our assumptions are reasonable, we caution that it is very difficult to predict the impact of known factors, and it is impossible for us to anticipate
all factors that could affect our actual results. For a discussion of these risks and other risks and uncertainties that could cause actual results to differ
materially from those contained in our forward-looking statements, please refer to "Item 1A. Risk Factors" in our Annual Report on Form 10-K for the year
ended January 28, 2017 ("Annual Report"), filed with the Securities and Exchange Commission ("SEC") on March 24, 2017. The forward-looking statements
included in this Quarterly Report are made only as of the date hereof. We undertake no obligation to publicly update or revise any forward-looking
statement as a result of new information, future events, or otherwise, except as required by law.
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PART I – FINANCIAL INFORMATION
ITEM 1.
FINANCIAL STATEMENTS.
EXPRESS, INC.
CONSOLIDATED BALANCE SHEETS
(Amounts in Thousands, Except Per Share Amounts)
(Unaudited)
July 29, 2017

January 28, 2017

ASSETS
CURRENT ASSETS:
Cash and cash equivalents

$

Receivables, net

173,314

$

207,373

14,948

15,787

261,222

241,424

Prepaid minimum rent

30,187

31,626

Other

31,495

17,923

511,166

514,133

1,029,902

1,029,176

Inventories

Total current assets
PROPERTY AND EQUIPMENT
Less: accumulated depreciation
Property and equipment, net
TRADENAME/DOMAIN NAMES/TRADEMARKS
DEFERRED TAX ASSETS
OTHER ASSETS
Total assets

(598,262)

(577,890)

431,640

451,286

197,618

197,618

7,797

7,926

13,100

14,226

$

1,161,321

$

1,185,189

$

166,479

$

172,668

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable
Deferred revenue

22,801

Accrued expenses

112,779

80,301

302,059

282,397

140,321

146,328

89,885

120,777

532,265

549,502

—

—

Total current liabilities
DEFERRED LEASE CREDITS
OTHER LONG-TERM LIABILITIES
Total liabilities

29,428

COMMITMENTS AND CONTINGENCIES (Note 10)
STOCKHOLDERS’ EQUITY:
Preferred stock – $0.01 par value; 10,000 shares authorized; no shares issued or outstanding
Common stock – $0.01 par value; 500,000 shares authorized; 92,632 shares and 92,063 shares issued at July
29, 2017 and January 28, 2017, respectively, and 78,802 shares and 78,422 shares outstanding at July 29,
2017 and January 28, 2017, respectively
Additional paid-in capital
Accumulated other comprehensive loss

926

921

192,552

185,097

—

Retained earnings
Treasury stock – at average cost; 13,830 shares and 13,641 shares at July 29, 2017 and January 28, 2017,
respectively
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

See Notes to Unaudited Consolidated Financial Statements.
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(3,803)

674,382

690,715

(238,804)

(237,243)

629,056

635,687

1,161,321

$

1,185,189
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EXPRESS, INC.
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Amounts in Thousands, Except Per Share Amounts)
(Unaudited)
Thirteen Weeks Ended
July 29, 2017
NET SALES

$

478,536

COST OF GOODS SOLD, BUYING AND OCCUPANCY COSTS
Gross profit

Twenty-Six Weeks Ended

July 30, 2016
$

504,767

July 29, 2017
$

945,565

July 30, 2016
$

1,007,676

347,066

353,848

687,097

689,009

131,470

150,919

258,468

318,667

131,736

133,152

261,808

268,914

16,340

—

22,611

OPERATING EXPENSES:
Selling, general, and administrative expenses
Restructuring costs
Other operating (income) expense, net

(724)

Total operating expenses
OPERATING (LOSS)/INCOME
INTEREST EXPENSE, NET
OTHER (INCOME)/LOSS, NET
(LOSS)/INCOME BEFORE INCOME TAXES
INCOME TAX (BENEFIT)/EXPENSE
NET (LOSS)/INCOME

(120)

—

(323)

45

147,352

133,032

284,096

268,959

(15,882)

17,887

(25,628)

49,708

1,493

12,278

696

547

(525)

196

(537)

(16,053)

17,144

(26,584)

(4,251)

7,000

$

(11,802)

$

$

4,205

$

Other Comprehensive Income (Loss)

$

4,172

$

COMPREHENSIVE (LOSS)/INCOME

$

(7,630)

$

Basic

$

(0.15)

Diluted

$

(0.15)

10,144

(494)
37,924

(10,251)

14,898

$

(16,333)

$

23,026

$

4,205

$

—

$

3,803

$

982

9,595

$

(12,530)

$

24,008

$

0.13

$

(0.21)

$

0.29

$

0.13

$

(0.21)

$

0.29

OTHER COMPREHENSIVE INCOME:
Foreign currency translation gain/(loss)
Amount reclassified to earnings

(33)

(549)
—
(549)

(402)

982

EARNINGS PER SHARE:

WEIGHTED AVERAGE SHARES OUTSTANDING:
Basic
Diluted
See Notes to Unaudited Consolidated Financial Statements.
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78,786

78,798

78,616

78,930

78,786

78,945

78,616

79,429
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EXPRESS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)
(Unaudited)
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Net (loss)/income

$

(16,333)

$

23,026

Adjustments to reconcile net (loss)/income to net cash provided by operating activities:
Depreciation and amortization

45,258

36,365

Loss on disposal of property and equipment

1,256

875

Impairment charge

5,479

829

—

11,354

Amortization of lease financing obligation discount
Loss on deconsolidation of Canada
Share-based compensation
Deferred taxes

10,672

—

7,460

7,580

1,168

Landlord allowance amortization

(283)

(6,537)

Other non-cash adjustments

(5,211)

(500)

—

Changes in operating assets and liabilities:
Receivables, net

415

Inventories

6,635

(23,905)

(1,011)

Accounts payable, deferred revenue, and accrued expenses

(5,178)

(37,350)

Other assets and liabilities

(9,054)

3,340

10,201

46,149

(30,154)

(50,355)

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Decrease in cash and cash equivalents resulting from deconsolidation of Canada

(9,232)

Purchase of intangible assets
Investment in equity interests
Net cash used in investing activities

—

—

(21)

—

(10,133)

(39,386)

(60,509)

(835)

(785)

CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on lease financing obligations
Repayments of financing arrangements

(2,040)

Proceeds from exercise of stock options
Repurchase of common stock under share repurchase program
Repurchase of common stock for tax withholding obligations
Net cash used in financing activities
EFFECT OF EXCHANGE RATE ON CASH

—

—

2,703

—

(51,538)

(1,562)

(4,403)

(4,437)

(54,023)

(437)

1,044

NET DECREASE IN CASH AND CASH EQUIVALENTS

(34,059)

(67,339)

CASH AND CASH EQUIVALENTS, Beginning of period

207,373

186,903

CASH AND CASH EQUIVALENTS, End of period

$

See Notes to Unaudited Consolidated Financial Statements.
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Notes to Unaudited Consolidated Financial Statements
1. Description of Business and Basis of Presentation
Business Description
Express, Inc., together with its subsidiaries ("Express" or the "Company"), is a specialty apparel and accessories retailer of women's and men's merchandise,
targeting the 20 to 30 year old customer. Express merchandise is sold through retail and factory outlet stores and the Company's e-commerce website,
www.express.com, as well as its mobile app. As of July 29, 2017, Express operated 503 primarily mall-based retail stores in the United States and Puerto Rico
as well as 132 factory outlet stores. Additionally, as of July 29, 2017, the Company earned revenue from 18 franchise stores in Latin America. These franchise
stores are operated by franchisees pursuant to franchise agreements. Under the franchise agreements, the franchisees operate stand-alone Express stores that
sell Express-branded apparel and accessories purchased directly from the Company.
On May 4, 2017, Express announced its intention to exit the Canadian market and Express Fashion Apparel Canada Inc. and one of its wholly owned
subsidiaries filed for protection in Canada under the Companies' Creditors Arrangement Act (CCAA) with the Ontario Superior Court of Justice in Toronto.
As of May 4, 2017, Canadian retail operations were deconsolidated from the Company's financial statements. Canadian financial results prior to May 4, 2017
are included in the Company's consolidated financial statements. See Note 12 for additional information.
Fiscal Year
The Company's fiscal year ends on the Saturday closest to January 31. Fiscal years are referred to by the calendar year in which the fiscal year commences.
References herein to "2017" and "2016" represent the 53-week period ended February 3, 2018 and the 52-week period ended January 28, 2017. All references
herein to "the second quarter of 2017" and "the second quarter of 2016" represent the thirteen weeks ended July 29, 2017 and July 30, 2016, respectively.
Basis of Presentation
The accompanying unaudited Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles in the
United States of America ("GAAP") for interim financial information and therefore do not include all of the information or footnotes required by GAAP for
complete financial statements. In the opinion of management, the accompanying unaudited Consolidated Financial Statements reflect all adjustments (which
are of a normal recurring nature) necessary to state fairly the financial position, results of operations, and cash flows for the interim periods, but are not
necessarily indicative of the results of operations to be anticipated for 2017. Therefore, these statements should be read in conjunction with the Consolidated
Financial Statements and Notes thereto for the year ended January 28, 2017, included in the Company's Annual Report on Form 10-K, filed with the SEC on
March 24, 2017.
Principles of Consolidation
The unaudited Consolidated Financial Statements include the accounts of Express, Inc. and its wholly-owned subsidiaries. All intercompany transactions and
balances have been eliminated in consolidation.
Use of Estimates in the Preparation of Financial Statements
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the unaudited Consolidated Financial Statements and the reported amounts of revenue and expense during the reporting
period, as well as the related disclosure of contingent assets and liabilities as of the date of the unaudited Consolidated Financial Statements. Actual results
may differ from those estimates. The Company revises its estimates and assumptions as new information becomes available.
Recently Issued Accounting Pronouncements
In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No. 2014-09, "Revenue from Contracts with
Customers (Topic 606)." ASU 2014-09 supersedes the revenue recognition requirements in "Revenue Recognition (Topic 605)," and requires entities to
recognize revenue in a way that depicts the transfer of promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled to in exchange for those goods or services. In August 2015, the FASB issued ASU 2015-14, which defers the effective date of
ASU 2014-09 to annual and interim reporting periods beginning after December 15, 2017 with early application permitted for annual and interim reporting
periods beginning after December 15, 2016. The Company will adopt ASU 2014-09 in the first quarter of fiscal 2018 and is still selecting a method of
adoption. In addition, the Company continues to evaluate the impact that adopting
7
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this standard will have on its consolidated financial statements, but currently expects that the adoption will primarily impact the accounting for points earned
under the Company's customer loyalty program and the timing of revenue recognition for e-commerce sales. Neither of these changes is expected to have a
material effect on the Company's financial position, however there are enhanced disclosure requirements under this standard.
In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)." ASU 2016-02 requires entities to recognize lease assets and lease liabilities on
the balance sheet and to disclose key information about leasing arrangements. Under ASU 2016-02, a lessee should recognize a liability to make lease
payments and a right-of-use asset representing its right to use the underlying asset for the lease term on its balance sheet. The new standard is effective for
annual and interim periods beginning after December 15, 2018. ASU 2016-02 mandates a modified retrospective transition method with early adoption
permitted. The Company continues to evaluate the impact that adopting ASU 2016-02 will have on its consolidated financial statements, but the most
significant impact will be to increase assets and liabilities on the consolidated balance sheet by the present value of the Company's leasing obligations,
which are primarily related to store leases, as well as additional disclosures required.
2. Segment Reporting
The Company defines an operating segment on the same basis that it uses to evaluate performance internally. The Company has determined that, together, its
President and Chief Executive Officer and its Chief Operating Officer are the Chief Operating Decision Maker, and that there is one operating segment.
Therefore, the Company reports results as a single segment, which includes the operation of its Express brick-and-mortar retail and outlet stores, e-commerce
operations, and franchise operations.
The following is information regarding the Company's major product categories and sales channels:
Thirteen Weeks Ended
July 29, 2017

Twenty-Six Weeks Ended

July 30, 2016

July 29, 2017

(in thousands)

Apparel
Accessories and other
Other revenue
Total net sales

$

421,433
50,898
6,205

$

438,848
54,010
11,909

$

830,011
97,671
17,883

$

880,091
106,662
20,923

$

478,536

$

504,767

$

945,565

$

1,007,676

Thirteen Weeks Ended
July 29, 2017

Twenty-Six Weeks Ended

July 30, 2016

July 29, 2017

(in thousands)

Stores
E-commerce
Other revenue
Total net sales

July 30, 2016

(in thousands)

July 30, 2016

(in thousands)

$

382,376
89,955
6,205

$

422,804
70,054
11,909

$

740,155
187,527
17,883

$

839,706
147,047
20,923

$

478,536

$

504,767

$

945,565

$

1,007,676

Other revenue consists primarily of sell-off revenue related to mark-out-of-stock inventory sales to third parties, shipping and handling revenue related to ecommerce activity, and revenue from franchise agreements.
Revenue and long-lived assets relating to the Company's international operations for the thirteen and twenty-six weeks ended July 29, 2017 and July 30,
2016, respectively, were not material for any period presented and, therefore, are not reported separately from domestic revenue or long-lived assets.
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3. Earnings Per Share
The following table provides a reconciliation between basic and diluted weighted-average shares used to calculate basic and diluted earnings per share:
Thirteen Weeks Ended
July 29, 2017

Twenty-Six Weeks Ended

July 30, 2016

July 29, 2017

July 30, 2016

(in thousands)

Weighted-average shares - basic
Dilutive effect of stock options and restricted stock units

78,786
—

78,798
147

78,616
—

78,930
499

Weighted-average shares - diluted

78,786

78,945

78,616

79,429

Equity awards representing 4.7 million shares of common stock were excluded from the computation of diluted earnings per share for the thirteen and twentysix weeks ended July 29, 2017, as the inclusion of these awards would have been anti-dilutive. Equity awards representing 4.4 million and 3.4 million shares
of common stock were excluded from the computation of diluted earnings per share for the thirteen and twenty-six weeks ended July 30, 2016, respectively,
as the inclusion of these awards would have been anti-dilutive.
Additionally, for the thirteen and twenty-six weeks ended July 29, 2017, 1.4 million shares were excluded from the computation of diluted weighted average
shares because the number of shares that will ultimately be issued is contingent on the Company's performance compared to pre-established performance
goals which have not been achieved as of July 29, 2017.
4. Fair Value Measurements
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. Assets and liabilities measured at fair value are classified using the following hierarchy, which is based upon the transparency of
inputs to the valuation as of the measurement date.
Level 1-Valuation is based upon quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2-Valuation is based upon quoted prices for similar assets and liabilities in active markets or other inputs that are observable for the
asset or liability, either directly or indirectly, for substantially the full term of the financial instrument.
Level 3-Valuation is based upon other unobservable inputs that are significant to the fair value measurement.
Financial Assets
The following table presents the Company's financial assets measured at fair value on a recurring basis as of July 29, 2017 and January 28, 2017, aggregated
by the level in the fair value hierarchy within which those measurements fall.
July 29, 2017
Level 1

Level 2

Level 3

(in thousands)

Money market funds

$

141,813 $

— $

—

January 28, 2017
Level 1

Level 2

Level 3

(in thousands)

Money market funds

$

177,551 $

— $

—

The carrying amounts reflected on the unaudited Consolidated Balance Sheets for cash, cash equivalents, receivables, prepaid expenses, and payables as of
July 29, 2017 and January 28, 2017 approximated their fair values.
9
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Non-Financial Assets
The Company's non-financial assets, which include fixtures, equipment, improvements, and intangible assets, are not required to be measured at fair value on
a recurring basis. However, if certain triggering events occur indicating the carrying value of these assets may not be recoverable, or annually in the case of
indefinite lived intangibles, an impairment test is required. The impairment test requires the Company to estimate the fair value of the assets and compare this
to the carrying value of the assets. If the fair value of the asset is less than the carrying value, then an impairment charge is recognized and the non-financial
assets are recorded at fair value. The Company estimates the fair value using a discounted cash flow model. Factors used in the evaluation include, but are not
limited to, management's plans for future operations, recent operating results, and projected cash flows. During the thirteen weeks ended July 29, 2017 the
Company did not recognize any impairment charges. During the twenty-six weeks ended July 29, 2017, the Company recognized impairment charges of
approximately $5.5 million related to its 17 Canadian stores, all of which are now closed and fully impaired. These charges are included in restructuring costs
on the unaudited Consolidated Statements of Income. See Note 12 for additional discussion regarding the exit from Canada. During the thirteen and twentysix weeks ended July 30, 2016, the Company recognized impairment charges of $0.8 million related to two stores.
5. Intangible Assets
The following table provides the significant components of intangible assets:
July 29, 2017
Accumulated
Amortization

Cost

Ending Net Balance

(in thousands)

Tradename/domain names/trademarks
Licensing arrangements

$

197,618
425

$

—
245

$

197,618
180

$

198,043

$

245

$

197,798

January 28, 2017
Accumulated
Amortization

Cost

Ending Net Balance

(in thousands)

Tradename/domain names/trademarks
Licensing arrangements

$

197,618
425

$

—
221

$

197,618
204

$

198,043

$

221

$

197,822

The Company's tradename, Internet domain names, and trademarks have indefinite lives. Licensing arrangements are amortized over a period of ten years and
are included in other assets on the unaudited Consolidated Balance Sheets.
6. Income Taxes
The provision for income taxes is based on a current estimate of the annual effective tax rate adjusted to reflect the impact of discrete items. The Company's
effective income tax rate may fluctuate from quarter to quarter as a result of a variety of factors, including changes in the Company's assessment of certain tax
contingencies, valuation allowances, changes in tax law, outcomes of administrative audits, the impact of discrete items, and the mix of earnings.
The Company's effective tax rate was 26.5% and 40.8% for the thirteen weeks ended July 29, 2017 and July 30, 2016, respectively. The Company’s effective
tax rate was 38.6% and 39.3% for the twenty-six weeks ended July 29, 2017 and July 30, 2016, respectively. The effective tax rate for the thirteen
weeks ended July 29, 2017 reflects $1.6 million of discrete tax expense related to the cumulative translation loss reclassified to earnings as part of the
Canadian exit which is more fully described in Note 12. The total tax impact of the Canadian exit for the thirteen weeks ended July 29, 2017 was a $5.1
million benefit.
The effective tax rate for the twenty-six weeks ended July 29, 2017 also reflects $5.0 million of discrete tax benefit related to our exit from Canada recorded
in the first quarter of 2017. This consisted of a $7.3 million tax benefit related to the write-off of Express’ excess tax basis in its investment in Canada and a
$2.3 million tax expense primarily related to an increase in the valuation allowance as a result of asset impairment. This net benefit was partially offset by
discrete charges of $2.2 million related to a tax shortfall for share-based compensation during the twenty-six weeks ended July 29, 2017 and $1.2 million for
a
10
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valuation allowance that was recorded against the deferred tax asset for deferred compensation. The total deferred tax asset for deferred compensation of
$11.4 million, less the estimated valuation allowance of $1.2 million, will be realized upon payout of amounts to participants in the Company's nonqualified supplemental retirement plan that was terminated in the first quarter of 2017. See Note 13 for additional information regarding the termination.
7. Lease Financing Obligations
In certain lease arrangements, the Company is involved in the construction of the building. To the extent the Company is involved in the construction of
structural improvements or takes construction risk prior to commencement of a lease, it is deemed the owner of the project for accounting purposes. Therefore,
the Company records an asset in property and equipment on the unaudited Consolidated Balance Sheets, including any capitalized interest costs, and related
liabilities in accrued interest and lease financing obligations in other long-term liabilities on the unaudited Consolidated Balance Sheets, for the replacement
cost of the Company's portion of the pre-existing building plus the amount of construction costs incurred by the landlord as of the balance sheet date.
The initial terms of the lease arrangements for which the Company is considered the owner are expected to expire in 2023 and 2030. The net book value of
landlord funded construction, replacement cost of pre-existing property, and capitalized interest in property and equipment on the unaudited Consolidated
Balance Sheets was $62.0 million and $63.8 million, as of July 29, 2017 and January 28, 2017, respectively. There was also $67.5 million and $68.2
million of lease financing obligations as of July 29, 2017 and January 28, 2017, respectively, in other long-term liabilities on the unaudited Consolidated
Balance Sheets.
Rent expense relating to the land is recognized on a straight-line basis over the lease term. The Company does not report rent expense for the portion of the
rent payment determined to be related to the buildings which are owned for accounting purposes. Rather, this portion of the rent payment under the lease is
recognized as interest expense and a reduction of the lease financing obligations.
In February 2016, the Company amended its lease arrangement with the landlord of the Times Square Flagship store. The amendment provided the landlord
with the option to cancel the lease upon sufficient notice through December 31, 2016. The option was never exercised and therefore expired on December 31,
2016. In conjunction with amending the lease, the Company recognized an $11.4 million put option liability and a related offset as a discount on the lease
financing obligation. The discount was amortized over the shortest period under which the landlord was able to exercise this option (60 days). This resulted
in the full amortization of the $11.4 million discount during the first quarter of 2016. The amortization of the discount was recorded as interest expense. As of
July 29, 2017, the put option was $8.6 million of which $7.9 million is included within other long-term liabilities on the Consolidated Balance Sheets. This
amount will be amortized through interest expense over the remaining lease term.
8. Debt
A summary of the Company's financing activities are as follows:
Revolving Credit Facility
On May 20, 2015, Express Holding, LLC, a wholly-owned subsidiary of the Company ("Express Holding"), and its subsidiaries entered into an Amended and
Restated $250.0 million secured Asset-Based Credit Facility ("Revolving Credit Facility"). The expiration date of the facility is May 20, 2020. As of July 29,
2017, there were no borrowings outstanding and approximately $246.8 million was available for borrowing under the Revolving Credit Facility.
The Revolving Credit Facility requires Express Holding and its subsidiaries to maintain a fixed charge coverage ratio of at least 1.0:1.0 if excess availability
plus eligible cash collateral is less than 10% of the borrowing base. In addition, the Revolving Credit Facility contains customary covenants and restrictions
on Express Holding's and its subsidiaries' activities, including, but not limited to, limitations on the incurrence of additional indebtedness, liens, negative
pledges, guarantees, investments, loans, asset sales, mergers, acquisitions, prepayment of other debt, distributions, dividends, the repurchase of capital stock,
transactions with affiliates, the ability to change the nature of its business or fiscal year, and permitted business activities. All obligations under the
Revolving Credit Facility are guaranteed by Express Holding and its domestic subsidiaries (that are not borrowers) and secured by a lien on, among other
assets, substantially all working capital assets including cash, accounts receivable, and inventory, of Express Holding and its domestic subsidiaries.
11
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Letters of Credit
The Company may enter into stand-by letters of credit ("stand-by LCs") on an as-needed basis to secure payment obligations for merchandise purchases and
other general and administrative expenses. As of July 29, 2017 and January 28, 2017, outstanding stand-by LCs totaled $3.2 million.
9. Share-Based Compensation
The Company records the fair value of share-based payments to employees in the unaudited Consolidated Statements of Income as compensation expense,
net of forfeitures, over the requisite service period.
Share-Based Compensation Plans
The following summarizes share-based compensation expense:
Thirteen Weeks Ended
July 29, 2017

Twenty-Six Weeks Ended

July 30, 2016

July 29, 2017

July 30, 2016

(in thousands)

Restricted stock units
Stock options

$

3,051
391

$

2,695
517

$

6,206
1,254

$

6,000
1,580

Total share-based compensation

$

3,442

$

3,212

$

7,460

$

7,580

The stock compensation related income tax benefit recognized by the Company during the thirteen and twenty-six weeks ended July 29, 2017 was $0.2
million and $2.1 million, respectively. The stock compensation related income tax benefit recognized by the Company during the thirteen and twenty-six
weeks ended July 30, 2016 was $0.4 million and $5.9 million, respectively.
Stock Options
During the twenty-six weeks ended July 29, 2017, the Company granted stock options under the Company's Amended and Restated 2010 Incentive
Compensation Plan (the "2010 Plan"). Stock options granted in 2017 under the 2010 Plan vest 25% per year over four years or upon reaching retirement
eligibility, defined as providing ten years of service and being at least 55 years of age. These options have a ten year contractual life. The expense for stock
options is recognized using the straight-line attribution method.
The Company's activity with respect to stock options during the twenty-six weeks ended July 29, 2017 was as follows:
Grant Date
Weighted Average
Exercise Price Per Share

Number of
Shares

Weighted-Average Remaining
Contractual Life (in years)

Aggregate Intrinsic
Value

(in thousands, except per share amounts and years)

Outstanding, January 28, 2017
Granted
Exercised
Forfeited or expired

2,329
493
—
(151)

$
$
$
$

18.18
9.42
—
18.01

Outstanding, July 29, 2017

2,671

$

16.57

6.1 $

—

745

$

13.20

9.0 $

—

1,871

$

18.07

4.8 $

—

Expected to vest at July 29, 2017
Exercisable at July 29, 2017

The following table provides additional information regarding the Company's stock options:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except per share amounts)

Weighted average grant date fair value of options granted (per share)
Total intrinsic value of options exercised

$
$

4.39
—

$
$

9.50
536

As of July 29, 2017, there was approximately $3.1 million of total unrecognized compensation expense related to stock options, which is expected to be
recognized over a weighted average period of approximately 1.8 years.
12
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The Company uses the Black-Scholes-Merton option-pricing model to value stock options granted to employees. The Company's determination of the fair
value of stock options is affected by the Company's stock price as well as a number of subjective and complex assumptions. These assumptions include the
risk-free interest rate, the Company's expected stock price volatility over the term of the award, expected term of the award, and dividend yield.
The fair value of stock options was estimated at the grant date using the Black-Scholes-Merton option pricing model with the following weighted-average
assumptions:
Twenty-Six Weeks Ended
July 29, 2017

Risk-free interest rate (1)
Price volatility (2)
Expected term (years) (3)
Dividend yield (4)
(1)
(2)
(3)
(4)

July 30, 2016

2.27%
45.53%
6.10
—

1.60%
43.15%
6.54
—

Represents the yield on U.S. Treasury securities with a term consistent with the expected term of the stock options.
Primarily based on the historical volatility of the Company's common stock over a period consistent with the expected term of the stock options.
Calculated using the midpoint scenario, which combines historical exercise data with hypothetical exercise data for outstanding options. The Company believes
this data currently represents the best estimate of the expected term of granted employee stock options.
The Company does not currently plan on paying regular dividends.

Restricted Stock Units
During the twenty-six weeks ended July 29, 2017, the Company granted restricted stock units ("RSUs") under the 2010 Plan, including 0.8 million RSUs with
performance conditions. The fair value of RSUs is determined based on the Company's closing stock price on the day prior to the grant date in accordance
with the 2010 Plan. The expense for RSUs without performance conditions is recognized using the straight-line attribution method. The expense for RSUs
with performance conditions is recognized using the graded vesting method based on the expected achievement of the performance conditions. The RSUs
with performance conditions are also subject to time-based vesting. All of the RSUs granted during the twenty-six weeks ended July 29, 2017 that are earned
based on the achievement of performance criteria will vest on April 15, 2020. RSUs without performance conditions vest ratably over four years.
The Company's activity with respect to RSUs, including awards with performance conditions, for the twenty-six weeks ended July 29, 2017 was as follows:
Grant Date
Weighted Average
Fair Value Per Share

Number of
Shares

(in thousands, except per share amounts)

Unvested, January 28, 2017
Granted (1)
Performance Shares Adjustment (2)
Vested
Forfeited

1,683
2,112
(25)
(569)
(130)

$
$
$
$
$

17.64
9.23
—
17.22
12.93

Unvested, July 29, 2017

3,071 $

12.15

(1)
(2)

Approximately 0.8 million RSUs with three-year performance conditions were granted in the first quarter of 2017. One hundred percent of these RSUs are
currently included as granted in the table above. The number of performance-based RSUs that are ultimately earned may vary from 0% to 200% of target
depending on the achievement of predefined financial performance targets.
Relates to a change in estimate of RSUs with performance conditions granted in 2015. Currently, 80% of the number of shares granted in 2015 are expected to
vest based on estimates against predefined financial performance targets.

The total fair value of RSUs that vested during the twenty-six weeks ended July 29, 2017 was $9.8 million. As of July 29, 2017, there was approximately
$27.5 million of total unrecognized compensation expense related to unvested RSUs, which is expected to be recognized over a weighted-average period of
approximately 2.0 years.
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10. Commitments and Contingencies
In a complaint filed on January 31, 2017 in the Superior Court for the State of California for the County of Orange, certain subsidiaries of the Company were
named as defendants in a representative action alleging violations of California state wage and hour statutes and other labor standards. The lawsuit seeks
unspecified monetary damages and attorneys' fees. Express is vigorously defending these claims. At this time, Express is not able to predict the outcome of
this lawsuit or the amount of any loss that may arise from it.
The Company is subject to various other claims and contingencies arising out of the normal course of business. Management believes that the ultimate
liability arising from such claims and contingencies, if any, is not likely to have a material adverse effect on the Company's results of operations, financial
condition, or cash flows.
11. Investment in Equity Interests
In the second quarter of 2016, the Company made a $10.1 million investment in Homage, LLC, a privately held retail company based in Columbus,
Ohio. The non-controlling investment in the entity is being accounted for under the equity method. Under the terms of the agreement governing the
investment, the Company's investment was increased by $0.5 million during the second quarter of 2017 as the result of an accrual of a non-cash preferred
yield. The total $10.6 million investment is included in other assets on the unaudited Consolidated Balance Sheets.
12. Restructuring Costs
In April of 2017, Express made the decision to close all 17 of its retail stores in Canada and discontinue all operations through its Canadian subsidiary,
Express Fashion Apparel Canada Inc. ("Express Canada"). In connection with the plan to close all of its Canadian stores, on May 4, 2017, certain of Express,
Inc.’s Canadian subsidiaries filed an application with the Ontario Superior Court of Justice (Commercial List) in Toronto seeking protection for Express,
Inc.’s Canadian subsidiaries under the Companies’ Creditors Arrangement Act in Canada (the "Filing") and the appointment of a monitor to oversee the
liquidation and wind-down process. Express Canada began conducting store closing liquidation sales in the middle of May and closed all of its Canadian
stores in June of 2017.
Asset Impairment
As a result of the decision to close the Canadian stores, Express determined that it was more likely than not that the fixed assets associated with the Canadian
stores would be sold or otherwise disposed of prior to the end of their useful lives and therefore evaluated these assets for impairment in the first quarter of
2017. As a result of this evaluation, the Company recognized an impairment charge of $5.5 million on the fixed assets in the first quarter of 2017.
Exit Costs
As of May 4, 2017, the date of the Filing, the Company no longer had a controlling interest in the Canadian subsidiaries and therefore it deconsolidated the
Canadian operations from the Company's consolidated financial statements as of such date. In addition to the impairment charges noted above, during the
first quarter of 2017 the Company also incurred $0.8 million in restructuring costs for professional fees. During the second quarter of 2017, the Company
recorded additional restructuring costs of $16.3 million. In addition, the Company recorded a lower of cost or market adjustment in the amount of $1.3
million in cost of goods sold on the unaudited Consolidated Statements of Income related to inventory on hand specifically related to Canada. See Note 6 for
the income tax impact of the discontinuation of Canadian operations.
The following provides additional detail regarding the restructuring costs incurred in the second quarter as well as a roll-forward of the amounts accrued:
14
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Accrual as of April 29, 2017

Second Quarter Expense

Second Quarter Amounts Paid

Accrual as of July 29, 2017

(in thousands)

Professional fees
Write-off of investment in
Express Canada
Lease related accruals
Cumulative translation loss
reclassed to earnings

$

463

$

268
6,467
5,400

—

$

(603)

$

—

—

4,205

—

463

16,340

(603)

128

5,400
—
5,528

In addition to the amounts paid in the second quarter as noted in the preceding table, the Company incurred a cash loss in the amount of $9.2 million. This
amount reflected the cash and cash equivalents balance held by Express Canada at the time of deconsolidation and is a component of the write-off of the
investment in Express Canada.
The Company does not expect to incur significant additional restructuring costs and expects to make the majority of the remaining cash payments within the
next 12 months.
13. Retirement Benefits
Certain eligible employees participate in a non-qualified supplemental retirement plan (the “Non-Qualified Plan”) sponsored by the Company. In the first
quarter of 2017, the Company elected to terminate the Non-Qualified Plan effective March 31, 2017. Outstanding participant balances are expected to be
distributed via lump sum after a 12-month waiting period per IRS regulations regarding distributions from supplemental nonqualified plans. Interest will
continue to accrue on outstanding balances until such distributions are made. As a result of this decision, the liability associated with this plan was
reclassified from other long-term liabilities to accrued expenses in 2017. The balance was $25.9 million as of July 29, 2017. The Company continues to
sponsor a qualified defined contribution retirement plan for eligible employees.
14. Subsequent Events
On August 28, 2017, the Company amended its existing Private Label Credit Card Program Agreement (the “Amendment”) with Comenity Bank (the
“Bank”) to extend the term of the arrangement through December 31, 2024 (as amended, the “Agreement”).
Pursuant to the Agreement, Bank continues to have the exclusive right to provide private label credit cards to Company’s customers. In connection with the
Amendment, the Bank has agreed to pay the Company (1) a $20.0 million dollar refundable payment which the Company will recognize upon receipt as
deferred revenue in the consolidated balance sheet and recognize into income on a straight-line basis commencing in January of 2018 over the term of the
Agreement within the other revenue component of net sales, and (2) a total of $7.1 million in non-refundable payments during the remainder of fiscal year
2017 intended to offset certain marketing and other costs related to the private label credit card program. The Company currently expects to recognize the
$7.1 million in the third and fourth quarter of 2017 as costs are incurred. The Company will recognize any amounts received in excess of such costs on a
straight-line basis over the term of the Agreement.
In addition to these payments, the Company will continue to receive amounts from the Bank during the term of the Agreement based on a percentage of
private label credit card sales and is also eligible to receive incentive payments for the achievement of certain performance targets and reimbursement for
certain costs.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
The following discussion summarizes the significant factors affecting the consolidated operating results, financial condition, liquidity, and cash flows of
the Company as of the dates and for the periods presented below. The following discussion and analysis should be read in conjunction with our Annual
Report on Form 10-K for the year ended January 28, 2017 and our unaudited Consolidated Financial Statements and the related notes included in Item 1
of this Quarterly Report. This discussion contains forward-looking statements that are based on the beliefs of our management, as well as assumptions made
by, and information currently available to, our management. Actual results could differ materially from those discussed in or implied by forward-looking
statements as a result of various factors. See "Forward-Looking Statements."
Overview
Express is a specialty apparel and accessories retailer offering both women's and men's merchandise. We have over 35 years of experience offering a distinct
combination of style and quality at an attractive value, targeting women and men between 20 and 30 years old. We offer our customers an assortment of
fashionable apparel and accessories to address fashion needs across multiple wearing occasions, including work, casual, jeanswear, and going-out occasions.
Q2 2017 vs. Q2 2016
•
•
•
•
•
•
•
•

Net sales decreased 5% to $478.5 million
Comparable sales decreased 4%
Comparable sales (excluding e-commerce sales) decreased 10%
E-commerce sales increased 28% to $90.0 million
Gross margin percentage decreased 240 basis points, to 27.5%
Operating income decreased $33.8 million to a loss of $15.9 million, which includes $17.6 million in costs related to the exit of Canada
Net loss of $11.8 million, a $21.9 million decrease, which includes a net impact of $12.5 million related to the exit of Canada
Diluted earnings per share (EPS) was a loss of $0.15
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The following charts show key performance metrics for the second quarter of 2017 compared to the second quarter of 2016:

Strategic Objectives
We recognize that consumer shopping patterns continue to shift rapidly, with reductions in mall traffic and more purchases being made online, and that the
retail environment continues to be highly competitive. We are aggressively adapting our business to capitalize on this shift and remain focused on
generating long-term value for our stockholders by improving profitability over time through the following strategic objectives:
Improving Profitability Through A Balanced Approach To Growth. We believe that we can improve profitability over time through a combination of net
sales growth and operating margin expansion. We are focused on accomplishing this through (1) increasing the productivity of our existing stores, (2)
optimizing our retail store footprint and opening new outlet stores, (3) growing our e-commerce business, and (4) significant cost savings initiatives across
our business.
Increasing Brand Awareness And Elevating Our Customer Experience. We are focused on improving the effectiveness of our marketing spend to increase
brand awareness and familiarity, customer traffic in-store and online, and purchase intent. We are also working to elevate our customer experience through a
refreshed customer loyalty program and omni-channel initiatives, such as ship-from-store and buy online pick-up in store.
Transforming And Leveraging Information Technology Systems. In 2016, we completed several new systems implementations and have now modernized
95% of our portfolio of information technology systems and expect to realize initial benefits from these systems in 2017. By leveraging these new systems,
we expect to be able to increase speed to market, conduct planning
17
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and allocation with more precision, and introduce new omni-channel capabilities, all of which we believe will allow us to maximize inventory productivity,
reduce markdowns, and improve customer experience over time.
Investing In The Growth And Development Of Our People. We are committed to ensuring that we continue to attract and retain the talent necessary to
achieve our strategic objectives. We remain focused on cultivating a strong corporate culture, based on corporate values, and providing professional
development opportunities.
Second quarter 2017 update
Store Productivity
In the second quarter of 2017, comparable sales (excluding e-commerce
sales) decreased 10%. We believe this decrease was primarily driven by the
following:
• Decreased traffic at our stores as a result of shifting consumer
shopping patterns which are leading to continued traffic challenges in
malls; and
• Increased promotional activity at the stores.

Real Estate Optimization
As of July 29, 2017, we operated 635 stores, including 132 factory outlet
stores.
Second quarter of 2017 store openings and closures:
• Opened 23 new factory outlet stores in the U.S., including 19 that
were converted from retail locations.
• Closed 23 retail stores in the U.S., including 19 that were converted
to outlet locations.
• Closed all 17 Canadian retail stores.
Expectations for the remainder of 2017:
• Open 10 factory outlet stores, 2 of which will be converted from
existing retail locations.
• Close 9 U.S. retail stores, 2 of which will be converted to outlet
locations.

E-Commerce
In the second quarter of 2017, our e-commerce sales increased 28%
compared to the second quarter of 2016. The increase was primarily driven
by:
• The shift in customer shopping patterns towards e-commerce and
mobile;
• Expanded sizing and assortments online; and
• Enhancements to the overall online experience through improved
functionality and speed.
E-commerce sales represented 19% of our total net sales in the second
quarter of 2017 compared to 14% in the second quarter of 2016.

Progress Against Other Key Initiatives
• Cost Savings Initiatives. In 2016, we announced cost savings
opportunities of $44 to $54 million that we expected to realize through
2019. We remain on target to achieve $20 million in cost savings in 2017.
• Increasing Brand Awareness. In early 2017, we introduced a new
brand architecture focusing on the individual style of our customers. Our
marketing efforts are now more holistic and leverage a bigger brand message
more consistently across all of our platforms.
• Elevating our Customer Experience. In the second quarter of 2017,
we launched "ship from store". We believe this will allow us to leverage
store inventories and maximize sales of products not available through our
e-commerce fulfillment center. In addition, we completed the final phase of
the Express NEXT relaunch, which we believe will play an important role in
driving customer acquisition and retention.
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How We Assess the Performance of Our Business
In assessing the performance of our business, we consider a variety of performance and financial measures. These key measures include net sales, comparable
sales, cost of goods sold, buying and occupancy costs, gross profit/gross margin, and selling, general, and administrative expenses. The following table
describes and discusses these measures.
Financial Measures

Description

Discussion

Net Sales

Revenue from the sale of merchandise, less returns and discounts, as
well as shipping and handling revenue related to e-commerce,
revenue from the rental of our LED sign in Times Square, gift card
breakage, and revenue earned from our franchise agreements.

Our business is seasonal, and we have historically
realized a higher portion of our net sales in the third
and fourth quarters due primarily to the impact of the
holiday season. Generally, approximately 45% of our
annual net sales occur in the Spring season (first and
second quarters) and 55% occur in the Fall season
(third and fourth quarters).

Comparable Sales

Comparable sales is a measure of the amount of sales generated in a
period relative to the amount of sales generated in the comparable
prior year period.

Our business and our comparable sales are subject, at
certain times, to calendar shifts, which may occur
during key selling periods close to holidays such as
Easter, Thanksgiving, and Christmas, and regional
fluctuations for events such as sales tax holidays.

Comparable sales includes:
• Sales from stores that were open 12 months or more as of the
end of the reporting period, including conversions
• E-commerce sales
Comparable sales excludes:
• Sales from stores where the square footage has changed by
more than 20% due to remodel or relocation activity
• Sales from stores in a phased remodel where a portion of the
store is under construction and therefore not productive selling space
Cost of goods sold, buying
and occupancy costs

Includes the following:
• Direct cost of purchased merchandise
• Inventory shrink and other adjustments
• Inbound and outbound freight
• Merchandising, design, planning and allocation, and
manufacturing/production costs
• Occupancy costs related to store operations (such as rent and
common area maintenance, utilities, and depreciation on assets)
• Logistics costs associated with our e-commerce business

Our cost of goods sold typically increases in higher
volume quarters because the direct cost of purchased
merchandise is tied to sales.
The primary drivers of the costs of individual goods are
raw materials, labor in the countries where our
merchandise is sourced, and logistics costs associated
with transporting our merchandise.
Buying and occupancy costs related to stores are
largely fixed and do not necessarily increase as volume
increases.
Changes in the mix of products sold may also impact
our overall cost of goods sold, buying and occupancy
costs.
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Financial Measures

Description

Discussion

Gross Profit/Gross Margin

Gross profit is net sales minus cost of goods sold, buying and
occupancy costs. Gross margin measures gross profit as a percentage
of net sales.

Gross profit/gross margin is impacted by the price at
which we are able to sell our merchandise and the cost
of our product.
We review our inventory levels on an on-going basis in
order to identify slow-moving merchandise and
generally use markdowns to clear such merchandise.
The timing and level of markdowns are driven
primarily by seasonality and customer acceptance of
our merchandise and have a direct effect on our gross
margin.
Any marked down merchandise that is not sold is
marked-out-of-stock. We use third-party vendors to
dispose of this marked-out-of-stock merchandise.

Selling, General, and
Administrative Expenses

Includes operating costs not included in cost of goods sold, buying
and occupancy costs such as:
•
Payroll and other expenses related to operations at
our corporate offices
•
Store expenses other than occupancy costs
•
Marketing expenses, including production, mailing,
print, and digital advertising costs, among other things
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expenses, and incentive compensation, selling,
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and lower in higher volume quarters.
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Results of Operations
The Second Quarter of 2017 Compared to the Second Quarter of 2016
Net Sales
Thirteen Weeks Ended
July 29, 2017

Net sales (in thousands)

$

Comparable sales percentage change
Comparable sales percentage change (excluding e-commerce sales)
Gross square footage at end of period (in thousands)
Number of:
Stores open at beginning of period
New retail stores
New outlet stores
Retail stores converted to outlets
Closed stores
Stores open at end of period

478,536
$
(4)%
(10)%
5,441

July 30, 2016

504,767
(8)%
(9)%
5,591

652
—
23
(19)
(21)

643
—
9
(3)
(1)

635

648

Net sales decreased approximately $26.2 million compared to the second quarter of 2016. Comparable sales decreased 4% in the second quarter of 2017
compared to the second quarter of 2016. The decrease in comparable sales resulted primarily from a decrease in transactions and in-store average dollar sales
per transaction. We attribute these decreases to decreased traffic at our stores due in part to decreases in mall traffic overall. In addition, there was a decrease
in Other Revenue of approximately $5.7 million. This decrease was the result of the timing of the sell off of marked out of stock inventory. In the prior year,
the inventory was sold in the second quarter whereas in the current year it was sold in the first quarter. These decreases were partially offset by an increase in
e-commerce sales which resulted from the aforementioned shift in consumer shopping patterns, a more expanded assortment online, and continued
improvements to the online experience.
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Gross Profit
The following table shows cost of goods sold, buying and occupancy costs, gross profit in dollars, and gross margin percentage for the stated periods:
Thirteen Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Cost of goods sold, buying and occupancy costs
Gross profit
Gross margin percentage

$
$

347,066
$
131,470
$
27.5%

353,848
150,919
29.9%

The 240 basis point decrease in gross margin percentage, or gross profit as a percentage of net sales, in the second quarter of 2017 compared to the second
quarter of 2016 was comprised of a 120 basis point decrease in merchandise margin and a 120 basis point increase in buying and occupancy costs as a
percentage of net sales. The decrease in merchandise margin was driven by the highly promotional retail environment as well as the $1.3 million inventory
adjustment related to the Canadian exit. The increase in buying and occupancy costs as a percentage of sales was primarily the result of the deleveraging
effect of the decrease in sales.
Selling, General, and Administrative Expenses
The following table shows selling, general, and administrative expenses in dollars and as a percentage of net sales for the stated periods:
Thirteen Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Selling, general, and administrative expenses
Selling, general, and administrative expenses, as a percentage of net sales

$

131,736
$
27.5%

133,152
26.4%

The $1.4 million decrease in selling, general, and administrative expenses in the second quarter of 2017 as compared to the second quarter of 2016 was
primarily the result of decreases across various expense categories primarily driven by a decrease in store related payroll costs, partially offset by an increase
in depreciation expense related to new information technology systems and e-commerce technology.
Restructuring Costs
The following table shows restructuring costs for the stated periods:
Thirteen Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Restructuring costs

$

16,340

$

—

Restructuring costs represent the costs incurred related to the exit of our Canadian business. These costs include a $6.4 million write off of the investment in
Express Canada, $5.4 million in lease related accruals, $4.2 million related to the reclassification into earnings of the cumulative translation loss, and
approximately $0.3 million in professional fees.
Income Tax Expense
The following table shows income tax expense in dollars for the stated periods:
Thirteen Weeks Ended
July 29, 2017

July 30, 2016

(in thousands)

Income tax (benefit)/expense

$
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The effective tax rate was 26.5% for the thirteen weeks ended July 29, 2017 compared to 40.8% for the thirteen weeks ended July 30, 2016. The effective tax
rate for the thirteen weeks ended July 29, 2017 includes a tax benefit of $5.1 million related to the exit of Canada. Refer to Note 12 of the unaudited
Consolidated Financial Statements for additional information.
We anticipate that our effective tax rate, excluding discrete items, will be approximately 41% in 2017.
The Twenty-Six Weeks Ended July 29, 2017 Compared to the Twenty-Six Weeks Ended July 30, 2016
Net Sales
Twenty-Six Weeks Ended
July 29, 2017

Net sales (in thousands)

$

Comparable sales percentage change
Comparable sales percentage change (excluding e-commerce sales)
Gross square footage at end of period (in thousands)
Number of:
Stores open at beginning of period
New retail stores
New outlet stores
Retail stores converted to outlets
Closed stores
Stores open at end of period

945,565
$
(7)%
(13)%
5,441

July 30, 2016

1,007,676
(6)%
(6)%
5,591

656
—
28
(19)
(30)

653
—
13
(3)
(15)

635

648

Net sales decreased approximately $62.1 million compared to the twenty-six weeks ended July 30, 2016. Comparable sales decreased 7% in the twenty-six
weeks ended July 29, 2017 compared to the twenty-six weeks ended July 30, 2016. The decrease in comparable sales resulted primarily from a decrease in
transactions and in-store average dollar sales per transaction. We attribute these decreases to decreased traffic at our stores due in part to decreases in mall
traffic overall. This was partially offset by an increase in e-commerce sales which resulted from the aforementioned shift in consumer shopping patterns and a
more expanded assortment online. Non-comparable sales increased $6.7 million, driven primarily by new outlet store openings partially offset by retail store
closings.
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Gross Profit
The following table shows cost of goods sold, buying and occupancy costs, gross profit in dollars, and gross margin percentage for the stated periods:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Cost of goods sold, buying and occupancy costs
Gross profit
Gross margin percentage

$
$

687,097
$
258,468
$
27.3%

689,009
318,667
31.6%

The 430 basis point decrease in gross margin percentage, or gross profit as a percentage of net sales, in the twenty-six weeks ended July 29, 2017 compared to
the twenty-six weeks ended July 30, 2016 was comprised of a 250 basis point decrease in merchandise margin and a 180 basis point increase in buying and
occupancy costs as a percentage of net sales. The decrease in merchandise margin was driven by a highly promotional retail environment. The increase in
buying and occupancy costs as a percentage of sales was primarily the result of the deleveraging effect of the decrease in sales.
Selling, General, and Administrative Expenses
The following table shows selling, general, and administrative expenses in dollars and as a percentage of net sales for the stated periods:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Selling, general, and administrative expenses
Selling, general, and administrative expenses, as a percentage of net sales

$

261,808
$
27.7%

268,914
26.7%

The $7.1 million decrease in selling, general, and administrative expenses in the twenty-six weeks ended July 29, 2017 as compared to the twenty-six weeks
ended July 30, 2016 was primarily the result of decreased payroll related expenses of approximately $6.0 million. The reduction in payroll expenses was
primarily related to decreases in incentive compensation, store payroll, and performance-based RSU estimates resulting from decreased business performance.
Restructuring Costs
The following table shows restructuring costs for the stated periods:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands, except percentages)

Restructuring costs

$

22,611

$

—

Restructuring costs represent the costs incurred related to the exit of our Canadian business. These costs include a $6.4 million write off of the investment in
Express Canada, $5.5 million in impairment charges, $5.4 million in lease related accruals, $4.2 million related to the write-off of the cumulative translation
loss, and approximately $1.1 million in professional fees for the twenty-six weeks ended July 29, 2017.
Interest Expense, Net
The following table shows interest expense, net in dollars for the stated periods:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands)

Interest expense, net

$
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The $10.8 million decrease in interest expense, net was the result of the amortization of the debt discount related to the lease financing obligation associated
with the amendment to our Times Square store lease agreement in the first quarter of 2016.
Income Tax Expense
The following table shows income tax expense in dollars for the stated periods:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016

(in thousands)

Income tax expense

$

(10,251)

$

14,898

The effective tax rate was 38.6% for the twenty-six weeks ended July 29, 2017 compared to 39.3% for the twenty-six weeks ended July 30, 2016. The
effective tax rate for the twenty-six weeks ended July 29, 2017 includes a tax benefit of approximately $7.3 million related to the write-off of Express’ excess
tax basis in its investment in Express Canada and a $5.1 million benefit related to the exit of Canada. These benefits were partially offset by $2.3 million in
tax expense primarily related to an increase in the valuation allowance as a result of Canadian asset impairments. Refer to Note 12 of the unaudited
Consolidated Financial Statements for additional information regarding the exit of Canada. In addition, the tax benefits were also partially offset by tax
expense of $3.2 million related to certain discrete items recognized in the first quarter of 2017.
We anticipate that our effective tax rate, excluding discrete items, will be approximately 41% in 2017.
Non-GAAP Financial Measures
The following table presents adjusted operating (loss)/income, adjusted net (loss)/income and adjusted diluted earnings per share, each non-GAAP financial
measures, and operating (loss)/income, net (loss)/income, and diluted earnings per share, the most closely related GAAP measures, for the stated periods.
Adjusted operating (loss)/income, adjusted net (loss)/income, and adjusted diluted earnings per share eliminate the impact of the exit of our Canadian
business in 2017 and the non-core operating costs incurred in connection with the amendment to the Times Square Flagship store lease in the first quarter of
2016:
Thirteen Weeks Ended
July 29, 2017

Twenty-Six Weeks Ended

July 30, 2016

July 29, 2017

July 30, 2016

(in thousands, except per share amounts)

Operating (Loss)/Income
Adjusted Operating (Loss)/Income
Net (Loss)/Income
Adjusted Net (Loss)/Income
Diluted Earnings Per Share
Adjusted Diluted Earnings Per Share

$
$
$
$
$
$

(15,882)
1,740
(11,802)
746
(0.15)
0.01

$
$
$
$
$
$

17,887
17,887 *
10,144
10,144 *
0.13
0.13 *

$
$
$
$
$
$

(25,628)
(1,735)
(16,333)
(4,811)
(0.21)
(0.06)

$
$
$
$
$
$

49,708
49,708
23,026
29,952
0.29
0.38

*

*No adjustments were made to operating income, net income, or diluted earnings per share for the thirteen weeks ended July 30, 2016 nor to operating
income for the thirteen or twenty-six weeks ended July 30, 2016.
We supplement the reporting of our financial information determined under GAAP with certain non-GAAP financial measures: adjusted operating
(loss)/income, adjusted net (loss)/income, and adjusted diluted earnings per share. We believe that these non-GAAP measures provide additional useful
information to assist stockholders in understanding our financial results and assessing our prospects for future performance. Management believes adjusted
operating (loss)/income, adjusted net (loss)/income, and adjusted diluted earnings per share are important indicators of our business performance because
they exclude items that may not be indicative of, or are unrelated to, our underlying operating results, and provide a better baseline for analyzing trends in
our business. In addition, adjusted diluted earnings per share is used as a performance measure in our executive compensation program for purposes of
determining the number of equity awards that are ultimately earned. Because non-GAAP financial measures are not standardized, it may not be possible to
compare these financial measures with other companies' non-GAAP financial measures having the same or similar names. These adjusted financial measures
should not be considered in isolation or as a substitute for reported operating (loss)/income, reported net (loss)/income, or reported diluted earnings per share.
These non-GAAP financial measures reflect an additional way of viewing our operations that, when viewed with our GAAP results and the below
reconciliations to the corresponding GAAP financial measures, provide a more complete understanding of our business. We strongly encourage
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investors and stockholders to review our financial statements and publicly-filed reports in their entirety and not to rely on any single financial measure.
The table below reconciles the non-GAAP financial measures, adjusted operating loss, adjusted net loss, and adjusted diluted earnings per share, with the
most directly comparable GAAP financial measures, operating loss, net loss, and diluted earnings per share for the thirteen and twenty-six weeks ended July
29, 2017.
Thirteen Weeks Ended July 29, 2017

Operating
(Loss)/Income

Net (Loss)/Income

Diluted Earnings
per Share

$

(15,882)
17,622
—

$

$

(0.15)
0.22
(0.06)

$

1,740

$

$

0.01

(in thousands, except per share amounts)
Reported GAAP Measure
Impact of Canadian Exit (a)
Income Tax Benefit - Canadian Exit

(11,802)
17,622
(5,074)
746

Weighted Average
Diluted Shares
Outstanding

78,786

78,810 (b)

(a)

Includes $16.3 million in restructuring costs and an additional $1.3 million in inventory adjustments related to the Canadian exit.

(b)

Weighted average diluted shares outstanding for purpose of calculating adjusted diluted earnings per share includes the dilutive effect of
share-based awards as determined under the treasury stock method.
Twenty-Six Weeks Ended July 29, 2017

(in thousands, except per share amounts)

Reported GAAP Measure

Operating Loss

Weighted Average Diluted Shares
Outstanding

$

(25,628)
23,893
—

$

(16,333)
23,893
(12,371)

$

(0.21)
0.30
(0.16)

$

(1,735)

$

(4,811)

$

(0.06)

Impact of Canadian Exit (a)
Income Tax Benefit - Canadian Exit

(a)

Diluted Earnings per
Share

Net Loss

78,616

Includes $22.6 million in restructuring costs and an additional $1.3 million in inventory adjustments related to the Canadian exit.

The table below reconciles the non-GAAP financial measures, adjusted net income and adjusted diluted earnings per share, with the most directly comparable
GAAP financial measures, net income and diluted earnings per share for the first quarter of 2016.
Twenty-Six Weeks Ended July 30, 2016
(in thousands, except per share amounts)

Net Income

Diluted Earnings per Share

Reported GAAP Measure
Interest Expense (a)
Income Tax Benefit (b)

$

23,026
11,354
(4,428)

$

0.29
0.14
(0.06)

Adjusted Non-GAAP Measure

$

29,952

$

0.38

Weighted Average Diluted
Shares Outstanding

79,429

(a)

Represents non-core items related to the amendment of the Times Square Flagship store lease discussed in Note 7 of our unaudited
Consolidated Financial Statements.

(b)

Represents the tax impact of the interest expense adjustment at our statutory rate of approximately 39% for the thirteen weeks ended April
30, 2016.
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Liquidity and Capital Resources
A summary of cash provided by or used in operating, investing, and financing activities is shown in the following table:
Twenty-Six Weeks Ended
July 29, 2017

July 30, 2016
(in thousands)

Provided by operating activities
Used in investing activities
Used in financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents at end of period

$

$

10,201
(39,386)
(4,437)
(34,059)
173,314

$

$

46,149
(60,509)
(54,023)
(67,339)
119,564

Our business relies on cash flows from operations as our primary source of liquidity, with the majority of those cash flows being generated in the fourth
quarter of the year. Our primary operating cash needs are for merchandise inventories, payroll, store rent, and marketing. For the twenty-six weeks ended July
29, 2017, our cash flows provided by operating activities were $10.2 million compared to $46.1 million in cash flows used in operating activities for the
twenty-six weeks ended July 30, 2016. The decrease in cash flows from operating activities for the twenty-six weeks ended July 29, 2017 was primarily
driven by the decreased performance of the business in 2017 and the resulting decline in net income.
In addition to cash flows from operations, we have access to additional liquidity, if needed, through borrowings under our Revolving Credit Facility. As of
July 29, 2017, we had $246.8 million available for borrowing under our Revolving Credit Facility. Refer to Note 8 of our unaudited Consolidated Financial
Statements for additional information on our Revolving Credit Facility.
We also use cash for capital expenditures and financing transactions. For the twenty-six weeks ended July 29, 2017, we had capital expenditures of
approximately $30.2 million. These relate primarily to store remodels, new outlet stores, and information technology projects to support our strategic
business initiatives. We expect capital expenditures for the remainder of 2017 to be approximately $30 million to $35 million, primarily driven by
investments in information technology, new store construction, and store remodels. These capital expenditures do not include the impact of landlord
allowances, which are expected to be approximately $3 million for the remainder of 2017. In addition to capital expenditures we also incurred a cash loss
upon the deconsolidation of Canada in the amount of $9.2 million, which represented the balance of cash and cash equivalents in our Canadian subsidiary at
the time of deconsolidation.
In addition to the cash uses noted previously, we repurchased 3.2 million shares of our common stock under a previously existing stock repurchase program
for an aggregate amount equal to $51.5 million, including commissions, during the twenty-six weeks ended July 30, 2016.
Our liquidity position benefits from the fact that we generally collect cash from sales to customers the same day or, in the case of credit or debit card
transactions, within three to five days of the related sale, and have up to 75 days to pay certain merchandise vendors and 45 days to pay the majority of our
non-merchandise vendors.
We believe that cash generated from future operations and the availability of borrowings under our Revolving Credit Facility will be sufficient to meet
working capital requirements and anticipated capital expenditures for at least the next 12 months.
As described further in Note 14 of the unaudited Consolidated Financial Statements, we anticipate receiving approximately $27.1 million dollars in the
second half of 2017 as a result of an agreement to extend our private label credit card arrangement with Comenity Bank.
Contractual Obligations
Our contractual obligations and other commercial commitments did not change materially between January 28, 2017 and July 29, 2017. For additional
information regarding our contractual obligations as of January 28, 2017, see "Management's Discussion and Analysis of Financial Condition and Results of
Operations" in our Annual Report on Form 10-K for the year ended January 28, 2017.
27

Table of Contents
Critical Accounting Policies
Management has determined that our most critical accounting policies are those related to revenue recognition, merchandise inventory valuation, long-lived
asset valuation, claims and contingencies, and income taxes. We continue to monitor our accounting policies to ensure proper application of current rules
and regulations. There have been no significant changes to the policies discussed in our Annual Report on Form 10-K for the year ended January 28, 2017.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk
Our Revolving Credit Facility bears interest at variable rates, however, we did not borrow any amounts under the Revolving Credit Facility during the
twenty-six weeks ended July 29, 2017. Changes in interest rates are not expected to have a material impact on our future earnings or cash flows given our
limited exposure to such changes.
ITEM 4. CONTROLS AND PROCEDURES.
Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) and Rule 15d-15(e) promulgated under the Securities Exchange Act of 1934)
that are designed to provide reasonable assurance that information required to be disclosed in our Securities Exchange Act of 1934 reports is recorded,
processed, summarized, and reported within the time periods specified in the SEC's rules and forms and that such information is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, as appropriate, to allow timely decisions
regarding required disclosure. In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures,
no matter how well designed and operated, can provide only reasonable, and not absolute, assurance of achieving the desired control objectives. In reaching
a reasonable level of assurance, management necessarily was required to apply its judgment in evaluating the cost benefit relationship of possible controls
and procedures.
Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we conducted
an evaluation prior to filing this report of our disclosure controls and procedures. Based on this evaluation, our principal executive officer and our principal
financial officer concluded that our disclosure controls and procedures were effective at the reasonable assurance level as of July 29, 2017.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of
1934) that occurred during the second quarter of 2017 that materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
PART II - OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS.

Information relating to legal proceedings is set forth in Note 10 to our unaudited Consolidated Financial Statements included in Part I of this Quarterly
Report and is incorporated herein by reference.
ITEM 1A.

RISK FACTORS.

In addition to the other information set forth in this Quarterly Report, careful consideration should be given to the risk factors set forth in "Item 1A. Risk
Factors", of our Annual Report on Form 10-K for the year ended January 28, 2017, any of which could materially affect our business, operations, financial
position, stock price, or future results. The risks described herein and in our Annual Report on Form 10-K for the year ended January 28, 2017, are important
to an understanding of the statements made in this Quarterly Report, in our other filings with the SEC, and in any other discussion of our business. These risk
factors, which contain forward-looking information, should be read in conjunction with 'Item 2. Management’s Discussion and Analysis of Financial
Condition and Results of Operations', and the unaudited Consolidated Financial Statements and related notes included in this Quarterly Report.
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ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

The following table provides information regarding the purchase of shares of our common stock made by or on behalf of the Company or any "affiliated
purchaser" as defined in Rule 10b-18(a)(3) under the Securities Exchange Act of 1934, during each month of the quarterly period ended July 29, 2017:

Total Number of Shares
Purchased (1)

Month

Average Price Paid per
Share

Approximate Dollar
Value of Shares that
May Yet be Purchased
under the Plans or
Programs

Total Number of Shares
Purchased as Part of
Publicly Announced Plans
or Programs

(in thousands, except per share amounts)

April 30, 2017 - May 27, 2017
May 28, 2017 - July 1, 2017
July 2, 2017 - July 29, 2017

1
1
2

Total

4

(1) Includes

$
$
$

—
—
—
—

shares purchased in connection with employee tax withholding obligations under the 2010 Plan.

ITEM 3.

DEFAULTS UPON SENIOR SECURITIES.

Not applicable.
ITEM 4. MINE SAFETY DISCLOSURES.
Not applicable.
ITEM 5.

8.14
6.79
6.33

OTHER INFORMATION.

None.
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ITEM 6. EXHIBITS.
Exhibits. The following exhibits are filed or furnished with this Quarterly Report:
Exhibit
Number

31.1*
31.2*
32.1*
101.INS*
101.SCH*
101.CAL*
101.LAB*
101.PRE*
101.DEF*

Exhibit Description

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
XBRL Instance Document.
XBRL Taxonomy Extension Schema Document.
XBRL Taxonomy Extension Calculation Linkbase Document.
XBRL Taxonomy Extension Label Linkbase Document.
XBRL Taxonomy Extension Presentation Linkbase Document.
XBRL Taxonomy Extension Definition Linkbase Document.

* Filed herewith.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
Date: September 6, 2017

EXPRESS, INC.
By:

/s/ Periclis Pericleous
Periclis Pericleous
Senior Vice President, Chief Financial Officer and Treasurer (Principal
Financial Officer)
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
I, David G. Kornberg, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Express, Inc. for the quarter ended July 29, 2017;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: September 6, 2017

By: /s/ David G. Kornberg
David G. Kornberg
President and Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
I, Periclis Pericleous, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Express, Inc. for the quarter ended July 29, 2017;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:

5.

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c.

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d.

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: September 6, 2017

By: /s/ Periclis Pericleous
Periclis Pericleous
Senior Vice President, Chief Financial Officer and Treasurer

EXHIBIT 32.1
CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Express, Inc. (the "Company") on Form 10-Q for the quarter ended July 29, 2017 as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), the undersigned David G. Kornberg, President and Chief Executive Officer of the Company, and
Periclis Pericleous, Senior Vice President, Chief Financial Officer, and Treasurer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of each of our knowledge:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

The information contained in the Report fairly presents, in all material respects, the consolidated financial condition
and results of operations of the Company and its subsidiaries.

Date: September 6, 2017

/s/ David G. Kornberg
David G. Kornberg
President and Chief Executive Officer

/s/ Periclis Pericleous
Periclis Pericleous
Senior Vice President, Chief Financial Officer and Treasurer
The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350) and shall not,
except to the extent required by such Act, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended
(the "Exchange Act"). Such certification will not be deemed to be incorporated by reference into any filing under the Securities Act of 1933, as amended, or
the Exchange Act, except to the extent that the Company specifically incorporates it by reference.

