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Our business is subject to a number of risks and uncertainties that may affect our business, results of operations and financial
condition, or the trading price of our common stock. These risk factors may not be exhaustive. We operate in a continually
changing business environment, and new risks and uncertainties emerge from time to time. Management cannot predict such
new risks and uncertainties, nor can it assess the extent to which any of the risk factors below or any such new risks and
uncertainties, or any combination thereof, may impact our business. These risks are more fully described in Part I, [tem 1A."
Risk Factors". These risks include, among others, the followmg Strategic Risks ¢ our restructuring program may not be
successful or we may not fully realize the expected cost savings ;-and / or operating efficiencies

tmprovements-from our restructuring plans and-strategie-review—;* our ability to anticipate and respond to changing

fashion, functionality and product trends;e our ability to continue to develop innovative products;* our ability to execute our e-
commerce business;* consumer acceptance of new products,features or technology;e our ability to grow our sales is dependent
on our business strategy;* the cost rapidly-ehanging regulatoryrequirements-and politiealserutiny-stakeholder approval of
ESG-matters-our sustainability practices ;° climate change and other environmental impacts =Pandemic and Public Health
Risks ¢ any impacts from pandemics and actions taken by governments, businesses, and individuals in response to pandemics |
Strategic Risks ¢ our restructuring program...... * climate change and other environmental impacts . Operational Risks ¢ supply
chain disruptions resulting from changes in U. S. trade policy , particularly with China, or as a result of a pandemic; ¢ loss of
any of our license agreements for globally recognized fashion brand names; ¢ effectively managing our retail store operations;
supply shortages for certain key components in our products; ¢ seasonality of our business; ¢ the success of the shopping malls
and retail centers in which our stores are located; ¢ loss of key facilities; ¢ fluctuations in the price, availability and quality of raw
materials and any impact of inflation; ¢ problems with, or loss of, our assembly factories or manufacturing sources; * we do not
maintain long- term contracts with our customers; * we face intense competition in the specialty retail and e- commerce
industries and some competitors are substantially larger than us; « we face competition from traditional competitors as well as
eompetitors-irthe-wearable-tcchnology eategery-companies ; * any material disruption of our information systems; * factors
affecting international commerce and our international operations; ¢ changes in economic and social conditions in Asia,
particularly China or India , and disruptions in international travel and shipping; * loss of key senior management or failure to
attract and retain key employees. Risks related to our Indebtedness ¢ we are highly leveraged; ¢ our failure to comply with the
covenants contained in our debt agreements; ¢ our borrowings may fluctuate significantly; ¢ our indebtedness could adversely
affect our financial condition and prevent us from fulfilling our obligations; ¢ our ability to generate sufficient cash flows to meet
our debt service obligations; * our ability to enhance our liquidity and refinance our indebtedness prior to maturity; ¢ we
may incur significantly more debt, including secured debt; < impacts from we-eonld-faee-a downgrade in our debt ratings; * our
indebtedness exposes us to interest rate risk; « we have restrictive covenants in our secured asset- based revolving credit
agreement. Financial Risks ¢ we may not achieve consistent profitability or positive cash flows; ¢ a significant portion of our
cash, cash equivalents and investments are held by our foreign subsidiaries; ¢ changes in the mix of product sales demand; ®
impact of potential changes to international tax rules; ¢ incurring impairment charges; ¢ increased competition from online only
retailers and a highly promotional retail environment; ¢ our license agreements may require minimum royalty commitments,
regardless of the level of product sales under these agreements;  foreign currency fluctuations; Legal, Compliance and
Reputational Risks ¢ a data security or privacy breach;  violations of laws and regulations, or changes to existing laws or
regulations in the U. S. or internationally; ¢ tariffs or other restrictions placed on imports , particularly from China , and any
retaliatory trade measures taken by China; ¢ loss of our intellectual property rights; ¢ infringing the intellectual property rights of
others; ¢ failure by an independent manufacturer or license partner to use acceptable labor practices, otherwise comply with laws
or suffer reputation harm. Risks Relating to our Common Stock ¢ failure to meet the continued listing requirements of Nasdaq
could result in a delisting of our securities; * activist shareholders could negatively affect our business; ¢ rapid and substantial
increases or decreases in our stock price, regardless of developments in our business; ¢ our organizational documents contain
anti- takeover provisions; ¢ failure to meet our financial guidance or achieve other forward- looking statements we have
provided to the public. General Risks ¢ any deterioration in the global economic environment, and any resulting declines in
consumer confidence and spending; ¢ the effects of economic cycles, terrorism, acts of war and retail industry conditions; ¢
foreign government regulations and U. S. trade policy; ¢ inherent limitations in control systems could lead to error or fraud that
is not detected. Trademarks, service marks, trade names and copyrights We use our FOSSIL, MICHELE, RELIC, SKAGEN and
ZODIAC trademarks, as well as other trademarks, on watches, our FOSSIL and SKAGEN trademarks on jewelry, and our
FOSSIL trademark on leather goods and other fashion accessories in the U. S. and in a significant number of foreign countries.
We also use FOSSIL, WATCH STATION INTERNATIONAL and WSI as trademarks on retail stores and FOSSIL, SKAGEN,
WATCH STATION INTERNATIONAL, WSI, ZODIAC and MICHELE as trademarks on online e- commerce sites. This
Annual Report may also contain other trademarks, service marks, trade names and copyrights of ours or of other companies with
whom we have, for example, licensing agreements to produce, market and distribute products. Solely for convenience, the
trademarks, service marks, trade names and copyrights referred to in this Annual Report may be listed without the TM, SM, ©
and ® symbols, as applicable, but we will assert, to the fullest extent under applicable law, our rights or the rights of the
applicable licensors, if any, to these trademarks, service marks, trade names and copyrights. PART I Item 1. Business Company
We are a design, innovation and distribution company specializing in consumer fashion accessories. Our products include



watches, jewelry, handbags, small leather goods, belts and sunglasses. We design, develop, market and distribute products under
our owned brands FOSSIL, SKAGEN, MICHELE, RELIC and ZODIAC and licensed brands ARMANI EXCHANGE,
DIESEL, BKNY5-EMPORIO ARMANI, KATE SPADE NEW YORK, MICHAEL KORS, SKECHERS and TORY BURCH.
Based on our range of accessory products, brands, distribution channels and price points, we are able to target style- conscious

CONSUMETs across a wide age specnum on a global bzms Operating Strategy Our goal is to drive shareholder value and-meake-a

8 . We continue to operate in a very challenging business environment for
our produet offerings. In early 2023, we initiated our Transform and Grow plan (“ TAG ), which was initially designed to
reduce operating expenses, improve operating margins and advance our path to profitable growth. In August 2023, as a result of
a more comprehensive business review, we expanded TAG to address a broader transformation and capture a greater level of
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benefits. Under the expanded program, we = 2 focused on optimizing our core categories,
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brands, geographies and channels - to restructure our operations to achieve improved gross

margins, lower operating expenses and to reduce our wmkmg capital requirements. This comprehensive initiative-program
eneompasses-encompassed various demains-workstreams such as: ¢ organization and operating model optimization; ¢ sourcing
and cost of goods sold opportunities; ¢ pricing, promotion, and markdown improvements; * end- to- end product planning and
inventory management enhancements; ¢ indirect procurement efficiencies, including marketing and information technology
areas; * logistics and dlsmbutlon center operatlons efflclen(:les and ° store ratlonallzqtlon and OptllandthH programs. Ynder

feehﬂe-}egy—rmfesfmeﬁfs—To execute TAG we have—estdbhshed a Tldnsfonndtlon Ol‘hce in July 2023 —’Phe—"Pf&ﬂsfefm&ﬁeﬁ
Offiee-ts-composed of members of our senior management supported by a leading management consulting firm specializing in
assisting companies in complex reorganizations. Additionally, in August 2023, the Company’ s Board of Directors has-(the «
Board ”) established a Special Board Committee (the" Special Committee') to provide primary board oversight of the
Transformation Office and drive accountability, timeliness and results of the program. We successfully concluded As-we
exeeute-againstthe-entireseope-of- [ AG in 2024 , achieving annualized we-have-an-oppertunity-to-improve-our-operating
fundamentats-income benefits of $ 280 million. In September 2024 , rightsize-we appointed Franco Fogliato Chief
Executive Officer and a member of the Board and moved quickly to implement change and create a plan to return the
Company to profitable growth (the" Turnaround Plan'"). Our Turnaround Plan is centered on three key areas: (i)
refocusing on our core, (ii) rightsizing our cost structure, and (iii) strengthening retarn-to-salesgrowth—Aided-by-these
meastres;-our teng-balance sheet. The first key area, focused on our core, includes workstreams such as: ¢ building an
operating model that is brand - tersrled and consumer focused; * returning to our core businesses with a renewed focus
on traditional watches; * our go- to market execution; * launching a new FOSSIL brand platform; * leveraging our
major licensed brands; ¢ optimizing our wholesale goal-global footprint; and ¢ driving channel profitability. The second
key area of our Turnaround Plan is focused on aligning the cost structure to achieve-adjusted-gross-margins-above-our
newly defined strategy. In 2025, we have initiatives including a corporate workforce reduction which occurred in late
February, reduced costs associated with the transition of smaller international markets to a distributor model, and the
closing of approximately 50 %5-underperforming retail stores. We also expect to divest certain non- core assets and
adjusted-operating-margins-will seek to identify additional cost reduction opportunities across the organization. Under our
third key area, strengthening our balance sheet, we are pursuing initiatives to monetize non- core assets, improve
working capital and strengthen liquidity. We are also continuing to work with strategic advisors to address our
upcoming debt maturities in the third and fourth quarters of appreximately1+6-54-2026. In March 2024, we announced
that we would undertake a strategic review of our current business model and capital structure. This includes a broader
set of efforts to optimize our business model and further reduce structural costs, monetize various assets, and could
include additional debt and equity financing options. In July 2024, the Company formed a special Strategic Planning and
Finance Committee of the Board to oversee this review. In January 2025, the Strategic Planning and Finance Committee
further assumed the responsibilities of the Special Committee and the Special Committee was dissolved . Segments We
report segment information based on the “ management approach . The management approach designates the internal reporting
used by management for making decisions and assessing performance as the source of the Company' s reportable segments. We
manage our business primarily on a geographic basis. The Company' s reportable operating segments are comprised of (i)
Americas, (i1) Europe and (iii) Asia. Each reportable operating segment includes sales to wholesale and distributor customers,
and sales through Company- owned retail stores and e- commerce activities based on the location of the selling entity. The
Americas segment primarily includes sales to customers based in Canada, Latin America and the United States. The Europe
segment primarily includes sales to customers based in European countries, the Middle East and Africa. The Asia segment
primarily includes sales to customers based in Australia, Greater-greater China, India, Indonesia, Japan, Malaysia, New
Zealand, Singapore, South Korea and Thailand. Each reportable operating segment provides similar products and services.
Brands We are home to a collection of world- class owned and licensed brands that share our passion for design ;-and
innovation and-deing-goed-. We make distinctive watches and lifestyle accessories, bringing each brand to life through an



extensive global channel and distribution network. We believe that the way we use our time matters, and we’ ve made it our
goal to create lasting change at the intersection of fashion and technology ;while-investing-inthe-eommunities-around-the-world
where-we-tive;workand-play-. Our consumer- first mindset drives every decision we make. By capltallZlng on fashion trends
and leveraging proprietary data and insights, we are able to deliver relevant, high- value products and experiences to consumers
across a diverse range of price points, style preferences and geographies. Brand Building Our ambition is to capture a greater
share of the growing global accessories market with a collection of the world' s most distinctive brands. We are investing in and
strengthening eael-our core brand-brands within our diverse owned and licensed portfolio, connecting with customers across
price point, channel, geography and styles. The ability to manage butld-and-aetivate-strong lifestyle brands is key to our success.
Our multi — channel model delivers engaging experiences d1rectly to our consumers through our owned channels of distribution,
d1rect 1P rnarketplaces and via th1rd party d1str1but0rs - g€ 5 A-th S

v t Proprletary Brands Our
owned brands 1nclude FOSSIL SKAGEN MlCHELE RELlC and ZODlAC FOSSIL isa lead1ng global lifestyle accessories
brand inspired by creativity and ingenuity, dedicated to connecting people to what matters most: time. FOSSIL takes pride in
creating timeless and exceptionally crafted watches, leather goods and jewelry designed to accompany you on every journey life
presents. Today, we are on a mission, continuing our decade- long commitment to" Make Time For Good," while building a
dynamic, multi- channel organization connecting with customers all over the world. Since 1989, SKAGEN has been inspired by
the city of Skagen and the Danish coastline. SKAGEN embraced Danish minimalism, creating slim styles and color
combinations that reflect coastal living — an understated style that’ s still authentic to the brand today. Denmark has much to
celebrate. As SKAGEN honors its heritage, the brand is expanding its range of influence to include areas of relevance that are of
the moment. MICHELE timepieces are an extension and reflection of the women who wear them. Every MICHELE watch is
built to celebrate feminine ambition and boldness — a reminder of all a woman has accomplished as she builds her legacy.
MICHELE' s beautifully- feminine timepieces use precise Swiss movements, genuine gemstones and diamonds, and premium
finishes. Each luxury timepiece is distinctly and recognizably MICHELE with signature elements and bold art deco- inspired
details. RELIC by Fossil is an American watch and lifestyle brand creatively delivering accessible, updated casual designs. With
each of our signature watches and accessories, we create styles that fit your everyday lifestyle. With a rich legacy dating back to
1882, ZODIAC is dedicated to excellence in precision, bold design and craftsmanship with authentic Swiss horology. Today,
ZODIAC creates exclusive watches that maintain historical authenticity to vintage models while incorporating contemporary
updates, proprietary-specialized movements and always- improving functionality. Licensed Brands Our main licensed brands
include ARMANI EXCHANGE, DIESEL, BENYS-EMPORIO ARMANI, KATE SPADE NEW YORK, MICHAEL KORS,
SKECHERS and TORY BURCH. As a result of our vertical integration, we are uniquely positioned to launch an accessory
category, such as watches, in partnership with a licensor in a timely and consistent manner. AH4-Many of our major licensing
relationships are exclusive for the brands we license and include traditional watches, and for certain other brands, smartwatehes
and-erjewelry. Products We design, develop, market and distribute accessories across a variety of product categories:
tradittonal-watches, jewelry, handbags, small leather goods belts and sunglasses Addltronally, we rnanufacture and / or
distribute products under private label brands ;as¥ b of oo b
retathbstores-. The following table sets forth certain 1nformat10n with respect to the breakdown of our net sales and percentage
change among proprietary, licensed and other brands for the fiscal years indicated (in millions, except for percentage data):
Fiscal Year 2023202220214-202420232022 Dollars % ChangeDollars % ChangeDollarsNet sales Proprietary $ 588. 1 (18. 4) %
$ 720. 4 (10. 8) % $ 807. 7 Licensed509. 1 (6-19 . 6-3 ) 631 %-$-859-3Fieensed63+ 0 (19. 3) 781. 7 Other47. 8 (1721 . 2-6 )
61 9443-Other6t-. 0 (34. 4) 93. 0 46-Total $ | 66-, 145 . 4Fetal-0 (18.9) % $ 1, 412. 4 (16.0) % § 1, 682. 4 F6-6)y%$+
876-0-Traditional Watches Watches are our core global business. Sales of Watches for fiscal years 2024 2023 sand 2022 and
262+-accounted for approximately 78. 4 %, 77. 6 % sand 77 —9-%-and-86-. 9 %, respectively, of our consolidated net sales. We
have entered into multi- year, worldwide exclusive license agreements for the manufacture, distribution and sale of watches
bearing the brand names of certain globally recognized fashion brands. The following table sets forth information with respect to
our primary watch licenses: BrandExpirationDate | ARMANI EXCHANGE12 /31 /2026DIESEL12 / 31 / 2029BKNY¥2+31++
2024EMPORIO-2027EMPORIO ARMANII12 /31 /2026KATE SPADE NEW YORK12/31/2025MICHAEL KORS12 /31 /
2027SKECHERS12 / 31 / 2625FORY¥-2029TORY BURCHI12 /30 /2028

(1) Subject to early ternunatron 1n certain

Accessorles In add1t1on to our core watch busmess we also design and create handbags small leather goods, and belts across
certain of our owned brands and jewelry under our owned brands and certain licensed brands. In the U. S. and certain
international markets, we generally market our fashion accessory lines through the same distribution channels as our watches
using similar marketing approaches. Our fashion accessories are typically sold in locations adjacent to watch departments, in
store or online, which may lead to purchases by persons who are familiar with our watch brands. Sales of our accessory lines
accounted for 19. 7 %, 20. 5 % sand 19. 8 %-and46-9-% of our consolidated net sales in fiscal years 2024, 2023 ;-and 2022
and-2021, respectively. The following table sets forth information about our fashion accessories: BrandAccessory
CategoryDIESELJewelryEMPORIO ARMANIJewelryFOSSILHandbags, small leather goods, belts, eyewear,
jewelryMICHAEL KORSJewelrySKAGENJewelry Licensed Eyewear We have a license agreement with the Safilo Group for
both F OSSlL branded sunglasses and optrcal frames worldwrde whrch exp1res on December 31, 2028. The—heeﬁse—agreement—

%92—3—292—2—aﬁd—292—l—fespeeﬁvely—5tores Our products are sold across approx1mately -1—59-130 countries worldwrde through 23



22 Company- owned sales subsidiaries and through a network of €5-72 independent distributors. Our network of Company-
owned stores included +36-110 retail stores and +72-138 outlet stores primarily operated under the FOSSIL brand as of
December 36-28 , 2623-2024 . In certain international markets, our products are also sold online and through licensed and
franchised FOSSIL retail stores, retail concessions operated by us and kiosks. We also operate stores under the WATCH
STATION and WSI brands, in which we offer certain partner-with-seme-of our owned and licensed the-world's-mesticonie
brands— brand products to curate a unique collection of designer watches and jewelry for women and men. We offer a robust
online and in- store experience in the United States, Europe and Asia that connects our customers to the stories, trends and latest
innovations in the world of watches. Marketing Our marketing approach meets the consumer wherever they are, both online and
offline. We create the best possible brand experience through a blend of art and science, which means that we prioritize both
data- driven decision- making and creativity in our marketing approach. At our core, we are storytellers and demand generators
and have the ability to craft beautiful products and deliver brand experiences worth talking about. We have an in- house global
marketing team with representation across our regions serving both our owned and licensed brands, to better connect with
consumers and drive sustained engagement and awareness. This capability works across channels, including digital marketing,
social media, social commerce, email marketing, Customer Relationship Management, partner marketing and brand and
performance media. We are also experienced brand builders, with in- house brand development, PR, content and integrated
marketing teams, in addition to a dynamic global creative studio. We have built proprietary algorithms to support the profitable
flow- through of marketing investment, optimized across channels, brands and countries. We deliver increasingly better
personalization through ongoing test- and- learn methods as well as through consumer 1ns1ghts and pred1ct1ve analytlcs

capablhtres we have built over the past few years We-a

e A brands-play-in-theirtves: Drstrrbutron We d1str1bute
our products globally through regronal Warehouses with our warehouse in Dallas Texas serving the Americas, our warehouse in
Eggstitt, Germany serving Europe and our warehouse in Hong Kong SAR serving Asia. For those countries in which our
products are distributed, but where we don’ t have a physical presence, we use third- party distributors. From our regional
warehouses, our products are shipped to subsidiary warehouses, distributors, wholesale accounts or directly to customers in
selected markets. Our extensive distribution network allows us to reach a diverse global customer base. We sell our products
through a range of channels including e- commerce, Company- owned retail stores, department and specialty retail stores,
airlines, mass markets and concessions. Digital Our holistic e- commerce efforts include three forms of digital channels. First,
our owned global e- commerce websites for our brands deliver mobile- friendly experiences, personalized content, and seamless
omni- channel integration with retail stores, including buy online pick up in store, curbside pickup and ship from store. Second,
we sell our products to leading third- party online retailers and our wholesalers’ e- commerce websites. Third, we directly sell to
consumers on rnajor th1rd party platforms GufWe will continue to invest in growing our c- commerce capabilities in ane

a-fiscal year 2023-2025 ,—eufd-rgtta-l—sa-les—eﬁmpﬂsed:

e v STOW peree-eapabilities--fiseal-yea w1thafocus on 1rnprov1ng the end- to—
end consumer experrence creatlng stronger customer relationship management " CRM ") journeys via first party data and
bringing more engaging and accessible experiences across our channels. Manufacturing and Sourcing The vast majority of our
products are sourced internationally. Most watch product sourcing is coordinated through our Hong Kong SAR subsidiary,
Fossil (East) Limited (“ Fossil East ”’). We have some limited watch assembly operations through an owned faettties-facility in
India and-Switzerland-. Although we do not have long- term contracts with our unrelated watch and accessory manufacturers, we
maintain long- term relationships with several manufacturers. These relationships developed due to the significant length of time
we have conducted business with the same manufacturers. We believe that we are able to exert some operational control with
regard to our principal watch assemblers because of our long- standing relationships. In addition, we believe that the relative
size of our business with watch manufacturers gives us priority within their production schedules. Furthermore, the
manufacturers understand our quality standards, which allow us to produce quality products supporting overall operating
margins. Our quality control program attempts to ensure that our products meet the standards established by our product
development and quality staff. Development samples of products are inspected by us prior to placing orders with factories to
ensure compliance with our designs. We also typically inspect or audit inspections of" top of production" samples of each
product for compliance before or at the start of commencing production. The operations of the Hong Kong SAR and mainland
Chrnese factorles that produce our products are monrtored ona perrodlc basrs by F oss1l East —aﬂd—t-he—epef&t-teﬁs—e-f—eur—Swtss
by-M 5 stbstdiartes-. Intellectual
Property We use our F OSSlL MlCHELE RELlC SKAGEN and ZODIAC trademarks as Well as other trademarks, on
watches, our FOSSIL and SKAGEN trademarks on jewelry, and our FOSSIL trademark on leather goods and other fashion
accessories in the U. S. and in a significant number of foreign countries. We also use FOSSIL, WATCH STATION
INTERNATIONAL, and WSI as trademarks on retail stores and FOSSIL, SKAGEN, WATCH STATION INTERNATIONAL,
WSI, ZODIAC and MICHELE as trademarks on online e- commerce sites. We have taken steps to establish or provide
additional protection for our trademarks by registering or applying to register our trademarks for relevant classes of products in
each country where our products are sold in addition to certain foreign countries where it is our intent to market our products in
the future. We also have rights in certain copyrights and designs both in the United States and in other countries where our
products are principally sold. We continue to explore innovations in the design and assembly of our products. As a result, we
have been granted, and have pending, various U. S. and international design and utility patents related to certain product designs,
features, and technologies. As of December 36-28 , 2023-2024 , none of our patents were material to our business. We rely upon
unpatented trade secrets, know- how, and continuing technological innovation to develop and maintain our competitive position.
We strive to protect our trade secrets and other proprietary information through agreements with current and prospective product




development partners, confidentiality agreements with employees, consultants and others that may have access to our
proprietary information and through the use of other security measures. We aggressively protect our trademarks and trade dress
and pursue infringement claims both domestically and internationally. We also pursue counterfeiters both domestically and
internationally through third- party online monitoring tools and through leads generated internally, as well as through our
business partners worldwide. Seasonality Our business has a seasonal pattern, with a significant portion of our sales occurring
during the end- of- year holiday period. Significant Customer No customer accounted for 10 % or more of our consolidated net
sales in fiscal years 2024, 2023 ;-or 2022 er262+. Competition The businesses in which we compete are highly competitive and
fragmented. Our traditional watch business generally competes with a number of established manufacturers, importers and
distributors, including Armitron, Citizen, Gucci, Guess?, Kenneth Cole, LVMH Group, Movado, Raymond Weil, Seiko, Swatch,
Swiss Army, TAG Heuer and Timex. In addition, our leather goods, sunglasses, and jewelry businesses compete with a large
number of established companies that have significant experience developing, marketing and distributing such products. Our
competitors include distributors that import watches and accessories from abroad, U. S. companies that have established foreign
manufacturing relationships and companies that produce accessories domestically. In addition, we face intense competition in
the watch market from smartwatches from technology brands such as Apple, Garmin and Samsung, and from fitness brands
such as Fitbit. Many of these brands have significantly more resources than we do in areas such as product development and
marketing. While we did compete in the smartwatch category for a number of years, we recently decided to exit this category to
focus our resources on our traditional watch offerings. We believe our design and branding are strong competitive advantages in
the traditional watch market. Although the level and nature of competition varies among our product categories and geographic
regions, we compete on the basis of style and technical features, price, value, quality, brand name, advertising, marketing,
distribution and customer service. Our ability to identify and respond to changing fashion trends and consumer preferences, to
maintain existing relationships and develop new relationships with manufacturing sources, to deliver quality merchandise in a
timely manner, to manage the retail sales process, and to continue to integrate technology into our business model are important
factors in our ability to compete. Our distinctive business model of owning the distribution in many key markets and offering a
globally recognized portfolio of proprietary and licensed products allows for many competitive advantages over smaller,
regional or local competitors. This allows us to bypass a local distributor' s cost structure in certain countries, resulting in more
competitively priced products, while also generating higher product and operating margins. Governmental Regulation fmperts—-
Import Tariffs and Other Import Restrictions Most of our products are assembled or manufactured overseas. As a result, the
U. S. and countries in which our products are sourced or sold may from time to time modify existing import restrictions or
impose-new-quotas-barriers to trade , including duties ( ineluding-e. g., anti- dumping or countervailing duties), tariffs or other
restrictions in a manner that adversely affects us. For example, our products imported for distribution in the U. S. are subject to
normal U. S. customs duties ;-and i, sometimes, special tariff regimes. In the ordinary course of our business, we may also
from time to time be subject to claims by the U. S. Customs Servtee-& Border Protection for duties and other charges. Factors
that may influence the modification or imposition of these restrictions include the-determination-determinations imposing
increased tariffs by , for example, the President or the U. S. Trade Representative that there is a national emergency or
that a country has denied adeguate-inteHeetaalpropertyrights-er-fair and equitable market access to U. S. firms that rely on
intellectual property . The Trump Administration , during its first term from 2017 to 2021, imposed certain tariffs and
retaliatory tariffs, as well as other trade disputes-betweenrestrictions on products and materials. In the new
Administration, beginning in 2025, President Trump has imposed national emergency tariffs on trading partners and
begun the process of reciprocal tariffs on trading partners, among the-other tariff and national security investigations.
The national emergency tariffs include an additional 20 % ad valorem tariff on products of China, as well as 25 %
tariffs on Canada and Mexico, with some exceptions. The newly 1mposed tarlffs have resulted in retahatory tarlffs
agamst U S. aﬁd-a—goods by our country s tradmg partners : W W S

adequately predlct the effect these events weu-}d—have on our operatlons tﬁeven though a-rfy—many —espeeta-l-ly—m—l—rght—ef—t-he
eoneentrationof our assembly and manufacturlng operatlons are in Heng—Keng—aﬁd—ma—tﬂ-}aﬂd-Chlna We are subject to laws
regarding customs, tax, employment, privacy, truth- in- advertising, consumer product safety, zoning and occupancy and other
laws and regulations that regulate and / or govern the importation, promotion and sale of consumer products and our corporate,
retail and distribution operations. Compliance and Trade Code of Conduct for Manufacturers (" Manufacturer Code") We are
committed to ethical and responsible conduct in all of our operations and respect for the rights of all individuals. We strive to
ensure that human rights are upheld for all workers involved in our supply chain, and that individuals experience safe, fair and
non- discriminatory working conditions. In 2021, we launched the Fossil Group Human Rights Policy. This further supports our
commitment to human rights within our entire supply chain. In addition, we are committed to compliance with applicable
environmental requirements and are committed to seeing that all of our products are manufactured and distributed in compliance
with applicable environmental laws and regulations. We expect that our business partners will share these commitments, which
we enforce through our Manufacturer Code. Our Manufacturer Code specifically requires our manufacturers to not use child,
forced or involuntary labor and to comply with applicable environmental laws and regulations. We provide training to our
factories related to our Manufacturer Code and the applicable laws in the country in which the factory is located. The training
provides the factories with a more in- depth explanation of our Manufacturer Code. In addition to the contractual obligation, we
evaluate our suppliers' compliance with our Manufacturer Code through audits conducted both by our employees and third-
party compliance auditing firms. In most cases, the audits are announced. If we believe that a supplier is failing to live up to the
standards of our Manufacturer Code, we may terminate the supplier or provide the supplier with an opportunity to remedy the
non- compliance through the implementation of a corrective action plan. Our warehouse and distribution facility in Dallas,
Texas operates in a special purpose sub- zone established by the U. S. Department of Commerce Foreign Trade Zone Board.



This sub- zone provides the following economic and operational advantages to us: (i) we do not have to pay duty on imported
merchandise until it leaves the sub- zone and enters the U. S. market; (ii) we do not have to pay any U. S. duty on merchandise
if the imported merchandise is subsequently shipped to locations outside the U. S.; and (iii) we do not have to pay local property
tax on inventory located within the sub- zone. Information Systems Enterprise Resource Planning We utilize SAP ERP in our U.
S. operations and throughout most of our European operations to support our human resources, sales and distribution, inventory
planning, retail merchandising and operational and financial reporting systems of our business, and Navision in our Asian
operations to support many of the same functions on a local country level. We also use tools provided by salesforce. com, inc. to
globally support our brand websites, marketing and customer initiatives. Enterprise Performance Management Systems We have
implemented customized Hyperion financial reporting software from Oracle Corporation. The software increases the efficiency
of our consolidation and reporting process and provides a more dynamic way to view and analyze data. The Hyperion planning
tool also provides more dynamic and robust budgeting and forecasting capabilities. Point- of- Sale System We recently
1mplemented began—t-he—g-}eba-l—rm-p-}eme&tatteﬁ—e-ﬁa new pomt of sale system #2023-at our retail stores globally beginning-in

W p . This point- of- sale system w#H-significantly
eﬂhﬂ-ﬁee-enhances our omni- channel capabilities , allowmg us to better serve our customers across channels with inventory and
fulfillment. Customer Data Platform We utilize a next generation, cloud- based Customer Data Platform €€EBP)to better capture,
identify, and manage our customer narrative and further enable our sales programs and interactive marketing initiatives in a
more personalized, secure and dynamlc manner. Customer Mastel Data Our Migration-We-transtttofted-otir-master customer
data is stored in fre d positery-te-a cloud native, industry standard design based on the
Google Cloud Platform fGGP)—archltecture in ordeI to better secure and improve the long- term performance and integration for
future key marketing, analytics, Ad-artificial intelligence , and sales systems. Human Capital Resources As of December 36-28

,2023-2024 , our global workforce was teamreensisted-efapproximately 6-5 , +66-peeple-200 employees , with 4-3 | 366-200

based in our international subsidiaries. None of our domestic or foreign- based employees are represented by a trade union —;
Hewever-however , certain European- based employees engage in are-represented-by-wotlk-works councils that ;whieh-inelude
anumber-ofotretrrentemployees-whe-negotiate with management on behalf of al-the-applicable employees. Commitment to
Our Commitment Employees \We are pride-eurselves-onbeing-a purpose - driven , consumer- centric organization that fosters
an environment where ear-employces have-the-epportanityto-thrive. In 2024, we introduced our first human resources
strategy to strengthen a high- performance culture. \We prioritize aimto-attract-attracting . develop-developing , and retain
retaining top talent through compelling employment opportunities, competitive compensation, and benefits;-and-fostering-a
workplace culture that supports personal and professional growth development-withinrapurposeful-work-environment-.
Workforce Composition Our global preseree-workforce spans the Americas (38 %), Europe ( 36-27 %), and Asia- Pacific (32
35 %), with women representing 61 a-diverse-wotrkforee-where-62-% are-and women—- men 39 % of our employees. In the
U S., our team comprlses 61 % Black Indlgenous, and People of Color (BIPOC), 38 % afe—meﬂ—l-n—t-he—U—STme}udmg

49%1deﬂtrfy—aswhtte—Whlte and | %d-td—who prefer not to seh‘ 1dent1fy Over We—re—ded-teated—te-festeﬂﬁg—afreﬂﬂreﬂmem
S s rees-and-the past yeareeﬂapaﬂy—ferward—euf

has—}ed—te—nearly 50 % of etukexterml hlres betng—were BIPOC t-he—past—yefnh reﬂectlng a 4—%—rﬂefease-ever—t-1=re—preﬁeﬁs—year
continued focus on embracing different backgrounds and perspectives . Initiativestike-the-Additionally, our WINGEd!

program (Women lnsplred to Network and GIOW throu;:h Educatlon) contmues pfegra-m—wh-teh—feeﬂses-eﬂ—grw&ﬁg—s-lﬂ-l-}s

recognized

eﬂﬂreﬂﬂ&eﬁt—for flve consecutlve a-l-l—eﬁap-}eyees—Fer—feﬂr—years —theﬁtrm&rrkights—@i&mpa&grrha’s—reeegﬂﬁed-ﬂs—ds a top

Fossil Group Workforce We take pride in the strldes we have made toward creatlng a work env1ronment that is not only
rewarding, but also deeply engaging and inspiring for our team members. In a world that evolves rapidly, our
commitment to cultivating our culture remains steadfast. To surpass our goals and realize our ambitions, we arec

eommitted-dedicated to fostering-a vibrant-workplaee-where-engagement-thrives-cycle of listening, learning, and
collaboration . ©ur-We aim is-to set impactful objectives, foster innovation, eultivate-a-high—performanee-eulture-enriched
with-indtvidtals-pessessing-theneeessary-skills-and behaviors-to-drive-eompany-steeess-maintain transparency about our

journey, including our achievements and challenges achieve-persenal-exeellenee-daily-. By regularly surveying our
employees, we gain valuable insights into their viewpoints, motivations, and the areas where we, as an organization, can
enhance our operations. This process is crucial for building and maintaining genuine engagement. Our findings consistently



highlight the importance of : ¢ eareer-Career growth and development 5 ¢ effeetive-Effective communication -3 * reeegntttorr
Recognition ;-a-; * A clear understanding of the company' s future ;-3 © attraetive-Attractive compensation and benefits ;-and-; ®
And the chance to contribute to something greater. To align our employees' aspirations with our business objectives, we have
developed a workplace culture that includes: « Comprehensive health and wellness benefits; « Dynamic two- way
communication strategies; * Employee development programs that foster value creation; « A performance management system
that encourages growth opportunities through company support; * Meaningful recognition mechanisms; ¢ A hybrid work
model that balances ﬂex1b111ty with in- person collaboratlon' ande*Av alucs dll\ en culture and workplace environment.
We also 3 q e v vy q o

standardized compensation lmmu\ ork to maintain our status as a competltlve and fair employer . This system ensures
equitable pay by defining, documenting, and benchmarking positions against local market standards, utilizing third- party,

leading- cdgc salary data to establish fair pdV ranges for each role. :Phe—F&ture—e-Hhe—Fessﬂ—Greﬂ-p—Weﬁeferee—}n—etﬂﬁeﬂrney

indiv 1dudls who are bolh high- performing and hwl lv Cn(ldLLd Leadershlp Development & Success1on Plannmg We invest
in cross- training and leadership readiness initiatives to ensure we have multiple strong candidates prepared for future
transitions. To support employee development, we launched four new global development programs under the Fossil
Group Academy banner: * Empower U (Individual Contributors): Enhancing communication, self- management,
resilience, and decision- making. * Evolve (Managers to Senior Directors): Strengthening leadership skills in coaching,
execution, and team engagement. * Leadership Accelerator (Senior Managers to VPs): Developing strategic leadership
and motivation techniques. * Leading with Impact (Directors to VPs): Focusing on talent development, emotional
intelligence, and strategic influence. Through these initiatives, 75 % of our promotions have come from internal talent,
with 58 % of these promotions awarded to female employees. Our Board and executive leadership oversee succession
planning to ensure continuity in critical leadership roles. Our structured talent development process strengthens
leadership pipelines and mitigates transition risks including: * An increase in VP female representation by 6 % from
2023 to 2024.  Recent leadership appointments include the positions of Chief Executive Officer, Chief Commercial
Officer, and Chief Digital Information Officer / EMEA General Manager.  Employee retention improvement across
dlstrlbutlon, retall and corporate sectors, surpassmg our ﬁve- year average. ( Olpomlc Soual Responsibility As-a-glebat
: v~(CSR) strategy;-&
Sustalnablhty As part of our “ MdkL Tunc 101 (Jom i CSR strategy we L&nﬁs—te-&rﬂfe—pe&'rﬁve—ehaﬁge—&eress—eﬂr

Good"-foeuses—- focus on -t-hree—pﬁ-}&rs— ﬁ—(l()()d for the Pldncl Rcducm(* our env 11onmcntdl Ioolplmt lhloueh sustainable
dcswn and opcumons . b—(Jood 101 C ommumtlcs Suppmlmg empow: erment lnllldll\ es dnd rﬂ‘rpfeﬁng—local commumlv w cll—

Aeeess—t-he—repert—at htlps /| Www. [ossllgloup com suslamdbllllv /'y outlmes achievements and future sustamablhty goals.
Governance & Oversight Our Board and related committees actively oversee human capital management, including: °
Nominating & Corporate Governance Committee: ESG matters oversight. * Audit Committee: Monitoring enterprise
risks, compliance with the Code of Conduct, and ethics policies. * Compensation & Talent Management Committee:
Reviewing compensation, benefits, and executive performance goals. * Special Board committees: Overseeing strategic
transformation initiatives, including organizational structure changes and strategic alternatives for the company.



Summary Our commitment to human capital management is integral to our long- term success and business strategy. By
fostering a high- performance culture, investing in leadership development, and prioritizing employee engagement, we
continue to strengthen our workforce and drive sustainable growth. Our focus on our current workforce along with
structured succession planning and competitive compensation practices, ensures that we attract and retain te-top see-how
talent while maintaining a dynamic and inclusive workplace. Through robust governance and oversight, our leadership
remains dedicated to transparency, accountability, and continuous improvement in our human capital initiatives. As we
move forward, we remain steadfast in our mission to cultivate an environment where employees thrive, contribute
meaningfully to our business objectives, and feel empowered to shape the future of Fossil Group. Our people arc making
our greatest asset, and we will continue to invest in their success, reinforcing our position as a differenee-top employer
and industry leader in human capital excellence . Available Information Our website address is www. fossilgroup. com. The
information on our website (including the CSR report) is not, and shall not be deemed to be, a part of this Annual Report on
Form 10- K or incorporated into any other filings we make with the SEC. Our Annual Reports on Form 10- K, Quarterly
Reports on Form 10- Q, Current Reports on Form 8- K and amendments to those reports filed or furnished pursuant to Section
13 (a) or 15 (d) of the Securities Exchange Act of 1934, as amended, (the “ Exchange Act ™), are available free of charge on our
website as soon as reasonably practicable after we electronically file them with, or furnish them to, the SEC. In addition, the
SEC maintains a website at www. sec. gov that contains reports, proxy and information statements, and other information
regarding issuers, including Fossil Group, that are electronically filed with the SEC. We are a Delaware corporation formed in
1991 and are the successor to a Texas corporation formed in 1984. Our principal executive offices are located at 901 S. Central
Expressway, Richardson, Texas 75080, and our telephone number at that address is (972) 234- 2525. Our common stock is
traded on the NASDAQ Global Select Market under the trading symbol FOSL. Item 1A. Risk Factors In addition to the risks
described elsewhere in this report, set forth below is a summary of the material risks related to an investment in our securities.
These risks, some of which have occurred and / or are occurring and any of which could occur in the future, are not the only
ones we face. Additional risks not presently known to us or that we currently deem immaterial may also have an adverse effect
on us. If any of these risks actually occur, our business, results of operations, cash flows and financial condition could be
materially and adversely impacted, which might cause the value of our securities to decline. We A pandemic has had in the
past...... program may not be successful or we may not fully realize the expected cost savings , and-er-operating efficiencies or
balance sheet and liquidity improvements from our restructuring plans. In -Febfuary—March 2623-2025 , we announced that
we had 1mp1emented a—fes{-ruefufmg—our Turnaround Plan. Under the plan = > ,

e*peeted» expect to achneve selhng, et 0 g
%G—p%&ﬂ—ts—e*peefed—te—geﬂef&te-general and admlnlstratlve (" SG & A") cost sav1ngs of appr oxunately $ 399—100 mllhon

: ized initiatives including a strategic reduction in force
which occurred in late February 2025 reduced costs assoclated with the transition of smaller international markets to a
distributor model, and the closing of approx1mately 50 FOSSIL retail stores. We will seek to identify additional cost-
reduction opportunities, which may generate incremental savings in 2025. In addition, we are pursuing initiatives to
monetize non- core assets, improve working capital and bolster liquidity, and we are working with our strategic advisors
to address our upcoming debt maturities under the Notes and Revolving Facility . Restructuring plans present significant
potential risks that may impair our ability to achieve anticipated operating enhancements , ard-+er-cost reductions, balance
sheet or liquidity improvements or otherwise harm our business, including higher than anticipated costs in implementing FAG
our Turnaround Plan , management distraction and employee attrition in excess of headcount reductions. If this program is not
successful, then our results of operations and financial condition could be materially adversely affected. Our success depends
upon our ability to anticipate and respond to changing fashion, functionality and product trends. Our success depends upon our
ability to anticipate and respond to changing fashion, functionality and product trends and consumer preferences in a timely
manner. The purchasing decisions of consumers are highly subjective and can be influenced by many factors, such as brand
image, marketing programs, functionality, and product features and design. Our success depends, in part, on our ability to
anticipate, gauge and respond to these changing consumer preferences in a timely manner while preserving the authenticity and
the quality of our brands. Although we attempt to stay abreast of emerging lifestyle and fashion trends affecting accessories, any
failure by us to identify and respond to such trends could adversely affect consumer acceptance of our existing brand names and
product lines, which in turn could result in inventory valuation reserves and adversely affect sales of our products. If we
misjudge the market for our products, we may be faced with a significant amount of unsold finished goods inventory, which
could adversely affect our results of operations. In recent years, we have experienced decreasing net sales across certain of our
product categories; in particular, net sales of watches have declined, reflecting the decline in the traditional watch market. If we
are unable to adjust our product offerings and reverse the decrease in net sales, our results of operations and financial condition
could be adversely affected. Our success depends upon our ability to continue to develop innovative products. Our success
depends upon our ability to continue to develop innovative products in the respective markets in which we compete. The process
of developing new products is complex and uncertain, and involves time, substantial costs and risks. Our inability or the inability
of our partners, for technological or other reasons, some of which may be beyond our or our partners' control, to enhance,
develop, manufacture, distribute and monetize products in a timely manner, or at all, in response to changing consumer
preferences could have a material adverse effect on our business, results of operations and financial condition or could result in
our products not achieving market acceptance or becoming obsolete. If we are unable to successfully introduce new products, or
if our competitors introduce new or superior products, customers may purchase increasing amounts of products from our
competitors, which could adversely affect our sales and results of operations. If we are unable to effectively execute our e-
commerce business strategy and provide a reliable digital experience for our customers, our reputation and operating results




may be harmed. E- commerce is has-inereasingly-eomprised-a farger-significant portion of our net revenues and was particularly

impacted by the COVID- 19 pandemic, which drove an acceleration in the shift to online shopping. The success of our e-
commerce business depends, in part, on third parties and factors over which we have limited control, including changing
consumer preferences, both domestically and abroad, and promotional or other advertising initiatives employed by our
wholesale customers or other third parties on their e- commerce sites. Any failure on our part, or on the part of our third- party
digital partners, to provide attractive, reliable, secure and user- friendly e- commerce platforms could negatively impact our
consumers’ shopping experience, resulting in reduced website traffic, diminished loyalty to our brands and lost sales. The
success of our business also depends on our ability to continue to develop and maintain a reliable digital experience for our
customers. We strive to give our customers a seamless omni- channel experience both in stores and online across devices.
Potential friction points in the consumer experience could negatively impact our ability to compete with other brands, which
could adversely impact our business. In addition, we must keep up to date with competitive technology trends, including the use
of new applications, enhancements and releases, and digital marketing tools. Failure to innovate and keep abreast of technology
and improving the consumer experience could adversely affect digital sales and damage our brand and reputation. Additionally,
the success of our e- commerce business and the satisfaction of our consumers depend on their timely receipt of our products.
The efficient flow of our products requires that our distribution facilities have adequate capacity to support the current level of e-
commerce operations and any anticipated increased levels that may follow from the growth of our e- commerce business. If we
encounter difficulties with our distribution facilities, or if any such facilities were to shut down or be limited in capacity for any
reason, including as a result of fire, other natural disaster, labor disruption, cyberattack or pandemic (including as a consequence
of public health directives, quarantine policies or social distancing measures resulting from a pandemic), we could face
shortages of inventory, and we could experience disruption or delay, or incur significantly higher costs and longer lead times for
distributing our products to our consumers which could result in customer dissatisfaction. Any of these issues could have an
adverse effect on our business and harm our reputation. We regularly develop new products and features, and new products
introduced by us may not achieve consumer acceptance comparable to that of our existing product lines. We regularly update
our product offerings. As is typical with new products, market acceptance of new designs, features, and products is subject to
uncertainty. In addition, we generally make decisions regarding product designs several months in advance of the time when
consumer acceptance can be measured. If trends shift away from our products, if we are not able to develop and introduce new
compelling products or if we misjudge the market for our product lines, we may be faced with significant amounts of unsold
inventory or other conditions which could have a material adverse effect on our financial condition and results of operations.
The failure of new product designs or new product lines to gain market acceptance could also adversely affect our business and
the image of our brands. Achieving market acceptance for new products may also require substantial marketing efforts and
expenditures to generate consumer demand. These requirements could strain our management, financial and operational
resources. If we do not continue to develop innovative products that provide better design and features than the products of our
competitors and that are accepted by consumers, or if our future product lines misjudge consumer demands, we may lose
consumer loyalty, which could result in a decline in our sales and market share. Our ability to grow our sales is dependent upon
the implementation of our business strategy, which we may not be able to achieve. Our ability to grow our sales is dependent on

the successful implementation of our business strategy. This includes prlorltlzmgdwerstﬁe&&e&aﬂd-mﬂev&&eﬁ-e-ﬁetu“pfe&uef
efferings;-driving-our core brands , markets and channels, rightsizing our organizational structure and improving our

balance sheet emm—eham&el—&ﬂd—digﬁa-l—ea-p&bih&es— If we are not successful in the expansion or development of our product
offerings, our new products are not profitable or do not generate sales comparable to those of our existing businesses, we are
unable to achteve-successfully execute our business strategy digitat-transformation-geals-or our restructuring and savings
itiative-program does not achieve our desired results, our results of operations could be negatively impacted. We also operate
FOSSIL brand stores and other watch stores globally to further strengthen our brand image. As of December 36-28 , 2623-2024 ,
we operated 382-248 stores worldwide. The costs associated with leasehold improvements to current stores and the costs
associated with opening new stores and closing low performing stores, particularly those stores that have seen a significant
reduction in traffic, could materially increase our costs of operation and result in nnpalrment Charges -I-ﬂefeased—Rapldly

changlng regulatory requlrements and pohtlcal scrutlny of ESG v g : A

y el matters efsignifteaneerelating-to-sustatnabtlity;could result
in addmonal costs or rlsks and adversely nnpact our reputatlon {-nvestefadveeaey—gfe&ps—large—Many ]urlsdlctlons in whlch
we and our suppliers operate ; ;

eustomers-have begun enacting new tﬂefeastﬁg-}y—feeused-eﬁ—t-he—envnonmental socml and governance (" ESG”) or’
sustainability ” praetiees-ofeompantes-legislation and regulations . Thesepartieshave-placed-Such proposed and / or enacted
regulations include new or expanded disclosure requirements regarding sustainability, recycling, emissions and other
climate- related information, including disclosure of climate- related risks, and may also require independent auditors to
provide some level of attestation to the accuracy of such disclosures. Our ability to comply with any such new ESG,
sustainability and / or climate laws and regulations may lead to increased importanee-omn-the-implieations-of the-soetal-eost
costs e-ﬁt-hemnves%menfs—l—f—and operatlonal complex1ty and /etnh or we E—SG—pfaeﬁees-de—net—meet—rmfesfer—eﬁfhef

fefenﬂen—may be ﬁeg&ﬁve}y—rmpﬂefed-requlred to divert costs and resources in order to comply w1th any such
requirements . Any-In addition, it may become increasingly difficult to navigate differing political viewpoints around
ESG and sustainability matters in the U. S. and many of the international locations in which we operate. Our failure or
inability to comply with ESG- related regulations, to navigate the ESG political landscape or to meet the standards

mcluded in any sustamablhty report t-hat—we pubhsh or eﬂaeﬁsustamabﬁiw—dtse}ewre—dlsclosures we make may-inelade-otr




impact lnvestor decisions, our reputation, employee retention and / or the Wllhngness of our customers and suppliers to do
business with us , as well as expose us to government enforcement action and / or prlvate lltlgatlon The rrsks assocrated

with climate change and other environmental impacts a#
ineluding-those-assoetated-with-elimate-ehange;-could negatlvely affect our busrness and operations. Our busrness is susceptlble
to risks associated with climate change, including through disruption to our supply chain, potentially impacting the production
and distribution of our products and availability and cost of raw materials. Increased frequency and intensity of weather events
due to climate change could increase the risk of a significant d1srupt10n to our operatrons 1nc1ud1ng at our global ofﬁces and
warehouses and transportatron and manufacturrng partners —TFhe S S Re ngte

3 Whlle we are addressmg cllmate related
issues unpactrng our busrness there can be no assurance that otuestakeho-}defs—w&l-agreewvﬁh—etﬁ%&teg}w%that—we will be
successful in achieving our goals. In addition, concern over climate change may result in new or additional legal, legislative and
regulatory requirements to reduce or mitigate the effects of climate change on the environment. Failure to implement our
strategy or achieve our goals could damage our reputation, causing our investors, consumers or employees to lose confidence in
our Company and brands, and negatively impact our operations . A pandemic has had in the past,and may have in the future,a
material adverse impact on our business,operations,liquidity,financial condition and results of operations.The reeert-COVID- 19
pandemic caused global uncertainty and disruption in the geographic regions in which we run our business and where our
suppliers,third- party manufacturers,retail stores,wholesale customers and consumers are located,particularly in China.Future
public health epidemics or outbreaks could also adversely impact our business.The extent to which a new public health epidemic
or outbreak impacts our operations will depend on future developments,including the duration of the outbreak,the severity of the
outbreak and the actions to contain the outbreak or treat its impact,among others.Depending on the severity of a future
outbreak,we may experience significant disruptions to our business operations.In addition,the spread and impact of an outbreak
could adversely impact demand for our products,our ability to operate our stores and warehouse facilities,or our supply chain,all
of which could adversely affect our future sales,operating results and overall financial performance.In addition,to the extent an
outbreak adversely affects our business and financial results,it may also have the effect of heightening many of the other risks
described in the risk factors included herein,or may affect our operating and financial results in a manner that is not presently
known to us . Our supply chain may be disrupted by changes in U. S. trade policy with China or as a result of a pandemic. We
rely on domestic and foreign suppliers to provide us with merchandise in a timely manner and at favorable prices. Among our
foreign suppliers, China is the source of a substantial majority of our imports. We reeently-experienced increased international
transit times and increased shlpprng costs for a majorrty of our products in assocmtmn with and primarily as a result of the
COVID- 19 pandemic. Any While-e e any-future disruption in the flow of our
unported merchandise from China or a mater1a1 increase in the cost of those goods or transportatron without any offsetting price
increases may significantly decrease our profits. New U. S. tariffs or other actions against China and any responses by China,
could impair our ability to meet customer demand and could result in lost sales or an increase in our cost of merchandise. This
would have a material adverse impact on our business and results of operations. The loss of any of our license agreements for
globally recognized fashion brand names may result in the loss of significant revenues and may adversely affect our business.
We have entered into multi- year, worldwide exclusive license agreements for the manufacture, distribution and sale of products
bearing the brand names of certain globally recognized fashion brands. We sell products under certain licensed brands,
including, but not limited to, ARMANI EXCHANGE, DIESEL, BEKNYS-EMPORIO ARMANI, KATE SPADE NEW YORK,
MICHAEL KORS, SKECHERS and TORY BURCH. Sales of our licensed products accounted for 44. #5 % of our
consolidated net sales for fiscal year 2623-2024 , including MICHAEL KORS product sales, which accounted for 17. 6-4 % of
our consolidated net sales, and ARMANI product sales, which accounted for 44-11 . 8-5 % of our consolidated net sales. Our
significant third- party fashion brand license agreements have various expiration dates between the years 2624-2025 and 2628
2029 . In addition, many of these license agreements require us to make minimum royalty payments, spend minimum amounts
on marketing, subject us to restrictive covenants or require us to comply with certain other obligations and may be terminated by
the licensor if these or other conditions are not met or upon certain events. For example, our license agreement with MICHAEL
KORS provides the licensor with a right to terminate some or all of the licensing rights if we fail to meet certain net sales
thresholds for two consecutive years. For fiscal year 2623-2024 , we met the net sales thresholds for MICHAEL KORS. If we
are unable to achieve the minimum net sales thresholds, minimum marketing spend, restrictive covenants and / or other
obligations of a license, we would need to seek a waiver of the non- compliance from the applicable licensor or amend the
agreement to modify the thresholds, covenants or obligations or face the possibility that the licensor could terminate the license
agreement before its expiration date. Though waivers may be obtained for non- compliance, we, or the licensor, may instead
elect to modify or terminate the license agreement. In addition, we may be unable to renew our existing license agreements
beyond the current term or obtain new license agreements to replace any lost license agreements on similar economic terms or at
all. The failure by us to maintain or renew one or more of our existing license agreements could result in a significant decrease
in our sales and have a material adverse effect on our results of operations. Our inability to effectively manage our retail store
operations could adversely affect our results of operations. During fiscal year 2023-2024 , our global comparable retail store
sales decreased 2-14. § %. During fiscal year 2624-2025 , we ant1c1pate closrng appre*tmatel-y—é@-a s1gn1ﬁcant number of

stores globally ;-depending-on-that have expiring lcasc terms sieg
steres-. The success of our retail business depends, in part, on our abrhty to close low perforrnrng stores and to renew eur




existing stere-lcases for better performing stores on terms that meet our financial targets. Our ability to epefrnew-stores-ott
sehedule-orat-athte-close low performing stores and to renew extst-mg—s’cefe—leases for better performing stores on favorable
terms or-and to operate them on a profitable basis will depend on various factors, including our ability to:  identify-suitable
markets-fornew-stores-and-avatable-storedoeationssnegotiate acceptable lease terms—for-new-loeattons-orrenewal terms for
existing locations, particularly for those existing locations that have experienced a-signifteantreduetiorrreductions in traffic ,
but that we would like to continue to operate ; * hire and train qualified sales associates; « develop new merchandise and
manage inventory effectively to meet the needs of new and existing stores on a timely basis; and * maintain favorable
relationships with major developers and other landlords. Our plans to manage our store base may not be successful and the
opening of new stores in the future may not result in an increase in our net sales even though they increase our costs. Our
inability to effectively manage our retail store base could have a material adverse effect on the amount of net sales we generate
and on our financial condition and results of operations. Certain key components in our products come from limited sources of
supply, which exposes us to potential supply shortages that could disrupt the manufacture and sale of our products. We and our
contract manufacturers currently purchase a number of key components used to manufacture our products from limited sources
of supply for which alternative sources may not be readily available. Any interruption or delay in the supply of any of these
components could significantly harm our ability to meet scheduled product deliveries to our customers and cause us to lose
sales. Interruptions or delays in supply may be caused by a number of factors that are outside of our and our contract
manufacturers' control. In addition, the purchase of these components on a limited source basis subjects us to risks of price
increases and potential quality assurance problems. An increase in the cost of components could make our products less
competitive and result in lower gross margins. In the event that we can no longer obtain materials from these limited sources of
supply, we might not be able to qualify or identify alternative suppliers in a timely fashion. Any extended interruption in the
supply of any of the key components currently obtained from a limited source or delay in transitioning to a replacement supplier
could disrupt our operations and significantly harm our business in any given period. If our supply of certain components is
disrupted, our lead times are extended or the cost of our components increases, our business, operating results and financial
condition could be materially affected. Seasonality of our business may adversely affect our net sales, operating income and
liquidity. Our quarterly results of operations have fluctuated in the past and will continue to fluctuate as a result of a number of
factors, including seasonal cycles, timing of new product introductions, timing of orders by our customers and mix of product
sales demand. Our business is seasonal by nature. A significant portion of our net sales and operating income are generated
during the third and fourth quarters of our fiscal year, which includes the" back to school" and holiday seasons. The amount of
net sales and operating income generated during our fiscal fourth quarter depends upon the anticipated level of retail sales
during the holiday season, as well as general economic conditions and other factors beyond our control. In addition, the amount
of net sales and operating income generated during our fiscal first quarter depends in part upon the actual level of retail sales
during the previous holiday season. The seasonality of our business may adversely affect our net sales, operating income and
liquidity during the first and fourth quarters of our fiscal year. The amount of traffic to our retail stores depends heavily on the
success of the shopping malls and retail centers in which our stores are located. There has been eentinueste-be-a decrease in
traffic in many of the shopping malls and retail centers in which our stores are located, which was accelerated by the impact of
the COVID- 19 pandemic , and has resulted in a decrease in traffic to our stores. The resulting decrease in customers for our
retail stores has had an adverse effect on our results of operations. Additionally, several national department store anchors have
closed or will be closing a number of their locations in shopping malls, which is likely to further decrease traffic and put
increasing financial strain on the operators of those shopping mall locations. The loss of an anchor or other significant tenant in
a shopping mall in which we have a store, continued declines in traffic to shopping malls or the closure of a significant number
of shopping malls in which we have stores, may have a material adverse effect on our results of operations. We have key
facilities in the U. S. and overseas, the loss or shut down of any of which could harm our business. Our administrative,
information technology and distribution operations in the U. S. are conducted primarily from two separate facilities located in
the Dallas, Texas area. Our operations internationally are conducted from various administrative, distribution and assembly
facilities outside of the U. S., particularly in mainland China, Germany, Hong Kong -SAR and India and-Switzerland-. The
complete or temporary loss of use of all or part of these facilities could have a material adverse effect on our business. Our
warehouse and distribution facilities in the Dallas, Texas area are operated in a special purpose sub- zone established by the U.
S. Department of Commerce Foreign Trade Zone Board. Although the sub- zone allows us certain tax advantages, the sub- zone
is highly regulated by the U. S. Customs Service. This level of regulation may cause disruptions or delays in the distribution of
our products out of these facilities. Under some circumstances, the U. S. Customs Service has the right to shut down the entire
sub- zone and, therefore, our entire warehouse and distribution facilities. During the time that the sub- zone is shut down, we
may be unable to adequately meet the supply requests of our customers and our Company- owned retail stores, which could
have an adverse effect on our sales, relationships with our customers, and results of operations, especially if the shutdown were
to occur during our third or fourth quarter. Fluctuations in the price, availability and quality of raw materials could cause delays
and increase costs. Fluctuations in the price, availability and quality of the raw materials used in our products could have a
material adverse effect on our cost of sales or ability to meet our customers' demand. The price and availability of such raw
materials may fluctuate significantly, depending on many factors, including natural resources, increased freight costs, increased
labor costs, especially in China, increased component costs and weather conditions. Recently inflation rates in the U. S. and
certain international markets reached levels not seen in decades. While we have recently increased the prices of a number of our
products as a result and may implement other price increases in the future, we may not be able to pass on all, or a significant
portion of, such higher raw materials prices to our customers or such price increases may not be accepted by our customers,
which could impact our margins or result in lost revenues. We rely on third- party assembly factories and manufacturers; and
problems with, or loss of, our assembly factories or manufacturing sources could harm our business and results of operations.



The majority of our watch and jewelry products are currently assembled or manufactured to our specifications by independent
entities in China. All of our handbags, small leather goods, belts and soft accessories are produced by independent
manufacturers. We have no long- term contracts with these independent assembly factories or manufacturers and compete with
other companies for production facilities. All transactions between us and our independent assembly factories or manufacturers
are conducted on the basis of purchase orders. We face the risk that these independent assembly factories or manufacturers may
not produce and deliver our products on a timely basis, or at all. As a result, we cannot be certain that these assembly factories
or manufacturers will continue to assemble or manufacture products for us or that we will not experience operational difficulties
with our manufacturers, such as reductions in the availability of production capacity, errors in complying with product
specifications, insufficient quality control, shortages of raw materials, failures to meet production deadlines, increases in
manufacturing costs or pandemic- related delays. Our future success will depend upon our ability to maintain close relationships
with our current assembly factories and manufacturers and to develop long- term relationships with other manufacturers that
satisfy our requirements for price, quality and production flexibility. Our ability to establish new manufacturing relationships
involves numerous uncertainties, including those relating to payment terms, costs of manufacturing, adequacy of manufacturing
capacity, quality control and timeliness of delivery. Any failure by us to maintain long- term relationships with our current
assembly factories and manufacturers or to develop relationships with other manufacturers could have a material adverse effect
on our ability to manufacture and distribute our products. We do not maintain long- term contracts with our customers and are
unable to control their purchasing decisions. We do not maintain long- term purchasing contracts with our customers and
therefore have no contractual leverage over their purchasing decisions. A decision by a major department store or other
significant customer to decrease the amount of merchandise purchased from us or to cease carrying our products could have a
material adverse effect on our net sales and operating strategy. We face intense competition in the specialty retail and e-
commerce industries and the size and resources of some of our competitors are substantially greater than ours, which may allow
them to compete more effectively. We face intense competition in the specialty retail and e- commerce industry where we
compete primarily with specialty retailers, department stores and e- commerce businesses that engage in the retail sale of
watches and accessories. We believe that the principal basis upon which we compete is the quality and design of merchandise
and the quality of customer service. We also believe that price is an important factor in our customers' decision- making
processes. Many of our competitors are, and many of our potential competitors may be, larger and have greater financial,
marketing and other resources than we have and therefore may be able to adapt to changes in customer requirements more
quickly, devote greater resources to the marketing and sale of their products and generate greater national brand recognition than
we can, especially in the developing area of omni- channel retailing. Omni- channel retailing may include retail stores, e-
commerce sites, mobile channels and other direct- to- consumer points of contact that enhance the consumer’ s ability to interact
with a retailer in the research, purchase, returning and serving of products. The intense competition and greater size and
resources of some of our competitors could have a material adverse effect on the amount of net sales we generate and on our
results of operations. We face competition from traditional accessory competltors as well as eompetitors-inr-the-wearable
technology companies in the watch category. There is intense competition in each of the businesses in which we compete. In
all of our businesses, we compete with numerous manufacturers, importers and distributors who may have significantly greater
financial, distribution, advertising and marketing resources than us. Our competitors include distributors that import watches and
accessories from abroad, U. S. companies that have established foreign manufacturing relationships and companies that produce
accessories domestically. In addition, we face eentinttng-strong competition in the watch category from technology
companies trthe-smartwateh-eategory-that offer alternatives to our traditional watches , such as Apple, Garmin and
Samsung. Many of these technology competltors have s1gn1ﬁcantly greater ﬁnan01a1 dlstnbutlon advertlslng and marketlng
resources than us. fn-ad ofw : ; ;

m&teﬂ&l-l*y—advefse—Our results of Operatlons and market p0s1t10n may be adversely affected by our competltors and thelr
competitive pressures in the watch ;wearable-teehnology-and fashion accessory industries. Any material disruption of our
information systems could disrupt our business and reduce our sales. We are increasingly dependent on information systems to
operate our websites, process transactions, store customer information, manage inventory, monitor sales and purchase, sell and
ship goods on a timely basis. We utilize SAP ERP in our U. S. operations and throughout most of our European operations to
support our human resources, sales and distribution, inventory planning, retail merchandising and operational and financial
reporting systems of our business, and Navision in our Asian operations to support many of the same functions on a local
country level. We also use tools provided by salesforce. com, inc. in our CRM initiatives. We have t-fiseal-year2023-we
began—te—rmp’:ement—lmplemented a new global point of sale system for beginning-with-our Eufepeaﬁ—retall stores. We may
experience operational problems with our information systems as a result of system failures, viruses, ransomware, computer"”
hackers" or other causes. These risks may be heightened as a result of our workforce that works remotely. Any material
disruption or slowdown of our systems could cause information, including data related to customer orders, to be lost,
unavailable or delayed, which could result in delays in the delivery of merchandise to our stores and customers or lost sales,
which could reduce demand for our merchandise and cause our sales to decline. Moreover, the failure to maintain, or a
disruption in, financial and management control systems could have a material adverse effect on our ability to respond to trends
in our target markets, market our products and meet our customers' requirements. In addition, we have e- commerce and other
websites in the U. S. and internationally. In addition to changing consumer preferences and buying trends relating to Internet
usage, we are vulnerable to certain additional risks and uncertainties associated with the Internet, including changes in required
technology interfaces, website downtime and other technical failures, security breaches, and consumer privacy concerns. Our
failure to successfully respond to these risks and uncertainties could reduce e- commerce sales, increase costs and damage the
reputation of our brands. Factors affecting international commerce and our international operations may seriously harm our
financial condition. During fiscal year 2623-2024 , we generated 63-65 . 6-1 % of our net sales from outside of the U. S. Our




international operations are directly related to, and dependent on, the volume of international trade and foreign market
conditions. International commerce and our international operations are subject to many risks, some of which are discussed in
more detail, including: ¢ recessions in foreign economies; * political instability or uncertainty, including as a result of elections,
economic instability, geopolitical events and tensions, wars and military conflicts ;steh-as-the-warinrrainetheIsrael—Hamas
yrar-and-tenstons-between-China-and-Faiwan-; © the adoption and expansion of trade restrictions or the occurrence of trade wars;
* limitations on repatriation of earnings; ¢ difficulties in protecting our intellectual property or enforcing our intellectual property
rights under the laws of other countries; ¢ longer receivables collection periods and greater difficulty in collecting accounts
receivable; ¢ difficulties in managing foreign operations; ¢ social, political and economic instability; ¢ restrictions on travel to
and from international locations; ¢ political tensions between the U. S. and foreign countries; ® compliance with, changes in or
adoption of current, new or expanded regulatory requirements; ¢ our ability to finance foreign operations; ¢ tariffs and other
trade barriers; * U. S. government licensing requirements for exports; and ¢ the impact of a pandemic. The occurrence or
consequences of any of these risks may restrict our ability to operate in the affected regions and decrease the profitability of our
international operations, which may seriously harm our financial condition. Because we depend on foreign manufacturing, we
are vulnerable to changes in economic and social conditions in Asia, particularly im China, and disruptions in international travel
and shipping. Because a substantial portion of our watches and jewelry and certain of our handbags, sunglasses and other
products are assembled or manufactured in China, our success will depend to a significant extent upon future economic and
social conditions existing in China. If these factories in China are disrupted for any reason, we would need to arrange for the
manufacture and shipment of products by alternative sources. While we de-have initiatives in place to diversify certain of our
manufacturing outside of China, because the establishment of new manufacturing relationships involves numerous uncertainties,
including those relating to payment terms, costs of manufacturing, adequacy of manufacturing capacity, quality control and
timeliness of delivery, we are unable to predict whether such new relationships would be on terms that we regard as satisfactory.
Any significant disruption in our relationships with our manufacturing sources located in China would have a material adverse
effect on our ability to manufacture and distribute our products. In addition, restrictions on travel to and from this and other
regions, such as the travel restrictions that occurred with COVID- 19, and any delays or cancellations of customer orders or the
manufacture or shipment of our products, including on account of a pandemic or other health crises, could have a material
adverse effect on our ability to meet customer deadlines and timely distribute our products in order to match consumer
expectations. The loss of key senior management personnel or our failure to attract and retain qualified personnel could
negatively affect our business. We depend on our senior management and other key personnel. We do not have" key person" life
insurance policies for any of our personnel Competltlon for quahﬁed personnel in the fashlon 1ndu9try is intense. Our ability to
attract and retain employees yespeetally-inthe-compe 0 7 W A pertertees-is influenced by our
ability to offer competitive Compenqanon and beneﬁt% employee morale, our reputation , our financlal performance ,
recruitment by other employers, perceived internal opportunities rren—eempetition-and-nen—sehettation-agreements-and macro
unemployment rates . We appointed a new Chief Executive Officer in September 2024 and have experienced significant
turnover of our executive team recently . The loss of any of our executive officers or other key employees could harm our
business. We must also attract, develop, motivate and retain a sufficient number of qualified retail and distribution center
personnel. Historically, competition for talent has been intense and the turnover rate in the retail industry is generally high.
There can be no assurance that we will be able to attract or retain a sufficient number of qualified employees in future periods to
execute on our business objectives. Additionally, our ability to meet our labor needs while also controlling costs is subject to
external factors such as unemployment levels, prevailing wage rates, minimum wage legislation and overtime regulations. If we
are unable to attract, develop, motivate and retain talented employees with the necessary skills and experience, or if changes to
our organizational structure, operating results, or business model adversely affect morale, hiring and / or retention, we may not
achieve our objectives and our results of operations could be adversely impacted. Risks Related to our Indebtedness We are
highly leveraged. Our substantial indebtedness and the corresponding cash debt service obligations flow-usedroperating
aettvittes-could adversely affect our competitiveness, our liquidity, our operations, and our ability to serviee-debterobtain
additional financing if necessary. As of December 36-28 , 2623-2024 , we had $ 242-168 . 6-1 million of outstanding
1ndebtedne%§ not 1nclud1ng $ 5—3 -1—3 m11110n of debt i issuance costs —‘Ne—aw}se—had- and we paid $ 64-23 . 8-8 million of
interest add W 5 ing-during fiscal year 2023-2024 we-used-$59—5
ﬂﬂ-l-hefref—eas%rﬂeﬁﬁrepef&tmg—aem‘mes— Our hlgh level of mdebtedne%q and corresponding high reeentnegative-operating

cash flows-will-eontinue-torestrietour-operations—Among-debt service obligations, could have important consequences,
including other—- the following things;-otrindebtedness-wil * they may limit our ability to obtain additional financing or

sell stock to fund our working capital, capital expendltures, debt repayments and debt service requirements; * they may
limit our flexibility in planning for, or reacting to, changes in the-markets-in-whieh-we-eompete-our business and future
business opportunities ; - we are more highly leveraged than some of our competitors, which may place us at a
competitive disadvantage relative-; » they may make us more vulnerable to a downturn in our business our- or eompetitors
with-tess-general adverse economic, regulatory and industry conditions, including rising tariffs; ¢ they may increase our
cost of borrowing; ¢ they may llmlt our ablllty to relnvest in our bus1ness e they may llmlt our ablllty to refinance our
indebtedness; « they may 0 0 0 d 0 d 0
fegu-lafefy—aﬁd—tﬂdusﬁ*y—eeﬂd%&eﬁs;—aﬁd—*requlre us to dedicate a qubstantlal portlon of our cash flow to service our debt 5 and .
there would be a material adverse effect on our business and financial condition if we were unable to service our
indebtedness or obtain additional financing as needed . Our ability to meet our cash requirements, including our debt service
obligations, is dependent upon our ability to maintain and improve our operating performance, which is subject to general
economic and competitive conditions and to financial, business and other factors, many of which are beyond our control.
Although we believe we have sufficient sources of liquidity to meet our anticipated requirements for working capital, debt




service and capital expenditures through atdeastthe next twelve months, if our operating results do not meet our expectations or
if we experience adverse financial, bu%lnes% and other factors that we do not currently antlclpate we could face liquidity
constraints. If we are unable to meet sery s a G rour liquidity requirements , we
could be forced to sell assets, restructure or refinance our debt or raise additional capital through sales of equity or debt . We 5
and-we-may be unable to take any of these actions on satisfactory terms or in a timely manner or at all, due to many factors,
including our high level of indebtedness . Any of these actions may not be sufficient to allow us to service our debt obligations
or may have an adverse impact on our business. Our existing debt agreements limit our ability to take certain of these actions.
Our failure to generate sufficient operating cash flow to pay our debt obligations could have a material adverse effect on us. Our
debt agreements subject us to certain covenants, which may restrict our ability to operate our business and to pursue our business
strategies. Our failure to comply with the covenants contained in our debt agreements, including as a result of events beyond our
control, could result in an event of default which could materially and adversely affect our operating results and our financial
condition. On September 26, 2019, the Company and Fossil Partners L. P., as the U. S. borrowers, and Fossil Group Europe
GmbH, Fossil Asia Pacific Limited, Fossil (Europe) GmbH, Fossil (UK) Limited and Fossil Canada Inc., as the non- U. S.
borrowers, certain other subsidiaries of the Company from time to time party thereto designated as borrowers, and certain
subsidiaries of the Company from time to time party thereto as guarantors, entered into a secured asset- based revolving credit
agreement (the “ Revolving Facility ) with JPMorgan Chase Bank, N. A. as administrative agent, J. P. Morgan AG, as French
collateral agent, JPMorgan Chase Bank, N. A., Citizens Bank, N. A. and Wells Fargo Bank, National Association as joint
bookrunners and joint lead arrangers, and Citizens Bank, N. A. and Wells Fargo Bank, National Association, as co- syndication
agents and each of the lenders from time to time party thereto. The Revolving Facility imposes, and future financing agreements
are likely to impose, affirmative and negative covenants that restrict our activities. These restrictions limit or prohibit our ability
to, among other things: ¢ incur additional indebtedness or issue certain types of stock;  pay dividends or make other
distributions, repurchase or redeem our stock; * make certain investments; * prepay, redeem, or repurchase certain debt; ¢ sell
assets and issue capital stock of our restricted subsidiaries; ¢ incur liens; ¢ enter into agreements restricting our restricted
subsidiaries’ ability to pay dividends, make loans to other related entities or restrict the ability to incur liens; ¢ enter into
transactions with affiliates; and ¢ consolidate or merge. These restrictions on our ability to operate our business, along with
restrictions that may be contained in agreements evidencing or governing future indebtedness, could seriously harm our business
and our ability to grow in accordance with our growth strategy by, among other things, limiting our ability to take advantage of
merger and acquisition and other corporate opportunities. In addition, the limitations imposed by financing agreements on our
ability to incur additional debt and liens might significantly impair our ability to obtain other financing. As a result of these
restrictions, we may be: ¢ limited in how we conduct our business; ¢ unable to raise additional debt or equity financing ; ¢

unable to refinance operate-during-general-economie-or-our bustness-downturns-debt; ¢ unable to sell underperforming
assets ; or » unable to compete effectlvely or to take advantage of new business opportunme% The Revolvmg Facility also
requires us to maintain a al-ra an ; :

coverage ratio eovenant-of at least 1. 00 to 1. 00 if our Avallablhty (as deflned in the Revolvmg F acﬂlty) falls below a certain
threshold. See Item 7. “ Management’ s Discussion and Analysis of Financial Condition and Results of Operations - >underthe
heading“-Sources of Liquidity ” for an additional discussion of the-this financial eevenants— covenant eontained+n-. The
occurrence of certam speclﬁed change of control events would cause an event of default under the Revolvmg F ac1hty In

W be able to repay, refinance et or debt—restructure the
Revolvmg Faclllty, or obtam a waiver of such event of default on commerc1ally reasonable terms aeeeptab}e—te—us— or at
all. A matenal portlon {-n—addrt-teﬂ—a-n—eveﬁt—of defa d oty X :

things;eureligible-accounts recelvable inventory and eeﬁatn—lntellectual property —As—a—fesu-l-t— our access to credlt under the
Revolving...... accounts receivable, inventory and intellectual property are pledged to secure our obligations under the
Revolving Facility and cannot be used as collateral f01 any other ﬁnancmgi unless we refinance or ternnnate the Revolving
Facility. As a result, it may be difficult Th ation :

us to raise additional debt financing



On November 8, 2021 we sold $ 150 m11110n dggegate prlllclpal
amount of our 7 00 % Senior Notes due 2026 (the ‘Sentor-Notes ). The -Seﬁte-PNotes are general unsecured obligations of the
Company and rank equally in right of payment with all of our existing and future senior unsecured and unsubordinated
indebtedness, and rank senior in right of payment to any future subordinated indebtedness. The Senter-Notes are effectively
subordinated to all of our existing and future secured indebtedness, to the extent of the value of the assets securing such
indebtedness, and the Senter-Notes are structurally subordinated to all existing and future indebtedness and other liabilities
(including trade payables) of our subsidiaries (excluding any amounts owed by such subsidiaries to us). The base indenture and
first supplemental indenture that govern the Senter-Notes contain eustomary-limited covenants and events of default and-etre
provistens-. If an event of default (other than an event of default of the type described in the following sentence) occurs and is
continuing with respect to the Senter-Notes, the trustee may, and at the direction of the registered holders of at least 25 % in
aggregate principal amount of the outstanding Semter-Notes shall, declare the principal of all Senter-Notes, together with all
accrued and unpaid interest, to be due and payable immediately. If an event of default relating to certain events of bankruptcy,
insolvency or reorganization of the Company occurs, the principal of all Semter-Notes, together with all accrued and unpaid
interest, will become due and payable immediately without further action or notice by the trustee or any holder of the Senter
Notes. An event of default with respect to the Notes would also trigger an event of default under the Revolving Facility.
Various risks, uncertainties and events beyond our control could affect our ability to comply with any of the covenants in
our existing or future financing agreements, which could result in a default under those agreements and under other
agreements containing cross- default provisions. A pertion-default would permit lenders to accelerate the maturity of the
debt under these agreements. Under these circumstances, we might not have sufficient funds et or eash-flew-other
resources to satisfy all of our obligations. We cannot know for certain that we will be required-granted waivers or
amendments to pay-interestand-prineipal-these agreements if for any reason we are unable to comply with these
agreements or that we w1ll be able to refinance our debt on terms acceptable to us, - or at all In eutstanding

oo 0 LoV al--- addition fands-, an
event of default unde1 eu-lethe Revolvmg F acﬂlty would permlt the lenders to terminate all commltments to extend further
credit under the Revolving Facility and to accelerate the maturity of all outstanding loans under the Revolving Facility.
Furthermore, the Revolvmg Faclhty is secured by liens on or-our otherwiserto-assets. If we were enable-unable us-to repay

0 -- the hiquidityneeds—Ourtevelofamounts due and payable under our
Revolving Faclhty, the apphcable lenders could proceed agalnst the collateral granted to them to secure that 1ndebtedness

. The maximum amount that we are permitted cd-have-o p : 0
eurabtlity-to borrow under the Revolving Facility is ne oe
aequts*&eﬁs—aﬁd-debt—seﬁteefeqtufeﬂ&eﬂts—'—ﬁ—may—hmr&llmlted eu-leﬂeﬂbrl-rty—rn-p-}afmmg—fef eﬁe&eﬁﬂg—ls sub]ect to
seasonal fluctuations ;-ehangestrourbusiness-and is subject to the discretion future-business-opportunities;~we-are-more
highlyteveraged-thanseme-of eureompetitors-the lenders , which may plaee-inteHeetual-property-Asaresult;our access to

credit under the Revolving Facility fluctuates depending on the value of the borrowing base eligible assets as of any
measurement date.Because our business is seasonal and generates higher net sales and accounts receivable in the third and
fourth quarters,our borrowing base is also seasonal and is typically lower during our second and third quarters,which can
adversely affect our liquidity during these quarters. In addition, TheRevelvingFaethty-provides-the administrative agent
eonstderable-under the Revolving Facility has the diseretion-discretionary right to impose reserves and-or to determine that
certain assets are not eligible for inclusion in our borrowing base ;whieh-.The administrative agent’ s discretionary changes
could materially reduce the maxnnum amount that we are able to borrow at any one time under the Revolving Facility. Our
accounts receivable The-s : ha 7, neluding-a-$10-inventory and intellectual
property us ata ble-to a—dewntmaa—m—emkbuﬁﬁess—fully utlhze all of
the Avallablhty under or-our Revolv1ng F ac1hty ;

-ﬁn&nemg—as—needed— We may not be dble to generate suthClent cash ﬂows to meet our debt service obhgatlons and may be
forced to take other actions to satisfy our obligations under our indebtedness, which may not be successful. Our ability to make
payments on and to refinance our indebtedness and to fund operations and planned capital expenditures and other investments in
our business will depend on our ability to generate cash from our operations in the future. This, to a certain extent, is subject to
general economic, financial, competltlve 1eglslat1ve regulatory and othe1 factors that are beyond our control —During-the-fiseat
y 0 . In the future, our business may not
generate sufficient cash flow trom operatlons dnd future sources of Capltal under the Revolving Facility or otherwise may not be
available to us in an amount sufficient to enable us to pay our debt service obligations and to fund our other liquidity needs. If
we complete an acquisition, our debt service requirements could increase. If we cannot service our indebtedness, we may have
to take actions such as selling assets, seeking additional equity, reducing or delaying inventory purchases or capital
expenditures, strategic acquisitions, investments and alliances or restructuring or refinancing our indebtedness. The Revolving
Facility restricts our ability to take such actions, and in some cases imposes limitations on the use of proceeds that we might
receive from such actions. We may not be able to consummate asset sales or other transactions at prices and on terms that we
believe are commercially reasonable, or at all, and any proceeds that we do receive may not be available for, or adequate to
meet, any debt service obligations then due. These alternative measures may not be successful and may not permit us to meet




our debt service obligations. The maximum amount that we are permitted to borrow at any time under the Revolving Facility is
limited by a borrowing base that is recalculated monthly or, in some circumstances, more frequently. If the borrowing base
declines or is reduced by the administrative agent to an amount below the then- outstanding amount of loans under the
Revolving Facility, we are required to prepay the outstanding loans under the Revolving Facility in an amount that will result in
the aggregate amount of outstanding loans being less than the amount of the borrowing base. We may not have sufficient funds
to make any such prepayments. We will need to repay, refinance or restructure all of our debt obligations on or before their
respective maturity dates. The maturity date of the Revolving Facility is November 8, 2027, but if the Company has any
indebtedness in an amount in excess of $ 35. 0 million that matures prior to November 8, 2027, the maturity date of the
Revolving Facility will be the 91st day prior to the maturity date of such other indebtedness. The maturity date of the Company’
s $ 150. 0 million of Senter-Notes is November 30, 2026. If the Senter-Notes are not repaid or refinanced to a later maturity date
in a manner that reduces the balance due on November 30, 2026 to $ 35. 0 million or less, the maturity date of the Revolving
Facility will be August 31, 2026. We may not be able to repay, refinance or restructure any of our indebtedness, including the
Revolvmg Facility, on commerc1ally reasonable terms, or at all. Any refmancmg of our debt could be at higher interest rates and
may requ1re us to comply with more onerous covenants : spee ents d

our debt service obhgatlons or repay, refinance or restructure our debt obhgatlons on or before their respectlve maturity dates, or
are otherwise in default under our debt agreements, the holders of our debt may accelerate any debt that is not yet due, demand
payment of our debt, and, to the extent such debt is secured, foreclose on the assets securing that debt. In any such event, we
may not have sufficient assets to repay all of our debt, and the interests of our equity holders and other stakeholders may be
materially adversely affected. We may be able to incur significantly more debt, including secured debt. This could intensify
already- existing risks related to our indebtedness. The terms of the Revolving Facility contain restrictions on our ability to incur
additional indebtedness. However, these-this restrtetions-- restriction are-is subject to a number of important qualifications and
exceptions, and the indebtedness incurred in compliance with these restriettons-exceptions could be substantial . The Notes do
not limit our ability to incur additional indebtedness . Accordingly, we could incur significant additional secured
indebtedness in the future under the Revolving Facility and significant additional secured and unsecured indebtedness under
other debt instruments permitted-by-the RevolvingFaetlity-. As of December 36-28 , 2623-2024 , eur-the Revolving Facility
provided for unused borrowing capacity under the Revolving Facility of up to $ 64-53. 4 million, and the covenants under the
Revolving Facility and the Notes would have allowed us to incur at least $ 85 . 0 million of additional debt outside of the
Revolving Facility . If new debt is added to our current debt levels, the related risks that we now face could intensify. If we
experience liquidity concerns, we could face a downgrade in our debt ratings which could restrict our access to, and negatively
impact the terms of, current or future financings or trade credit. Our ability to obtain financings and trade credit and the terms of
any financings or trade credit is, in part, dependent on the credit ratings assigned to our debt by independent credit rating
agencies. We cannot provide assurance that any of our current ratings will remain in effect for any given period of time or that a
rating will not be lowered or withdrawn entirely by a rating agency if, in its judgment, circumstances so warrant. A ratings
downgrade could adversely impact our ability to access financings or trade credit and increase our borrowing costs. Our
indebtedness exposes us to interest rate risk. Our earnings are exposed to interest rate risk associated with borrowings under the
Revolving Facility. The terms of the Revolving Facility provide for interest on borrowings at a floating rate that is tied to
SOFR. SOFR tends to fluctuate based on multiple facts, including general short- term interest rates, rates set by the U. S. Federal
Reserve, and other central banks and general economic conditions. We have not hedged our interest rate exposure with respect to
our floating rate debt. During fiscal year 2023-2024 , our average interest rate on borrowings under the Revolving Facility was
6.5-4 %. If interest rates increase, so will our interest costs, which may have a material adverse effect on our results of
operations and financial condition. The Senter-Notes bear interest at a fixed rate of 7. 00 % per annum. If interest rates decrease,
the interest rate on the Senter-Notes would not change, and we would not be able to obtain the benefit of reduced interest rates
unless we refinanced the Senter-Notes. This could put us at a competitive disadvantage to other companies that have only
floating rate debt. We may not be able to refinance the Senter-Notes on commercially reasonable terms, or at all. Any
redemption of the Senter-Notes prior to November 30, 2025 Would trlgger a redemptlon premlum Prlor to November 30, %924
2025, the redemption price would be $ 25. 0 ; 0 - ] mbe
%9—2925—t-he—fedempﬁeﬂ—pﬂee—weu-ld-be—$—2§—25 for each $ 25.00 of -Seme%Notes In addmon any refmancmg could be at
higher interest rates and may require us to comply with more onerous covenants. The restrictive covenants in the Revolving
Facility are subject to a number of important qualifications, exceptions and limitations, and to amendment. The restrictive
covenants in the Revolving Facility are subject to a number of important qualifications, exceptions and limitations. We may be
able to engage in some of the restricted activities, in limited amounts, or in certain circumstances, in unlimited amounts,
notwithstanding the restrictive covenants. For example, subject to the satisfaction of certain tests specified in the Revolving
Facility, we are permitted to make unlimited distributions to our equity holders. Further, the restrictive covenants in the
Revolving Facility can be amended or waived with the consent of the lenders under the Revolving Facility, who may have
interests that are opposed to the interests of our equity holders, the holders of our other debt obligations, and other stakeholders.
There can be no assurance that the restrictive covenants in the Revolving Facility will limit our activities. We have a recent
history of net losses and negative cash flow and may not achieve consistent profitability or positive cash flow in the future. We
have incurred substantial losses and negative cash flow in recent fiscal years. During fiscal years 2024 and 2023 and-2622-, we
generated a net loss attributable to Fossil Group, Inc. of § 102. 7 million and $ 157. | million and-, respectively. While our
cash flow provided by operating activities was $ 44-46 . 2-7 million in fiscal year 2024 , respeetively;and-we used $ 59. 5
million and $ 110. 9 million of cash flews-in operating activities during fiscal years 2023 and 2022 , respectively —naddition;
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2623- We will need to generate and sustain increased net sales levels in future periods and reduce expenses in order to become
profitable and generate consistent positive cash flow, and even if we do, we may not be able to maintain or increase our level of
profitability and cash flow. If we cannot become profitable or generate positive cash flow, our business, results of operations and
financial condition could be materially and adversely affected. A significant portion of our cash, cash equivalents and
investments are held by our foreign subsidiaries, which could negatively affect future liquidity needs. As of December 36-28 ,
2023-2024 , $ 46492 . 4-5 million, or approximately 89-75 % of our cash and cash equivalents were held by our foreign
subsidiaries. While we intend to use some of the cash held outside the U. S. to fund our international operations, when we
encounter a significant need for liquidity in the U. S. or other location that we cannot fulfill through other internal or external
sources, our liquidity requirements could necessitate transfers of existing cash balances between our subsidiaries or to the U. S.
Some of our subsidiaries are located in jurisdictions that require foreign government approval before a cash repatriation can
occur. If we are unable to transfer existing cash balances in such a situation, our business, results of operations and financial
condition could be materially and adversely affected. Changes in the mix of product sales demand could negatively impact our
gross profit margins. Our gross profit margins are impacted by our sales mix as follows: Sales channel mix: sales from our
direct retail and e- commerce channels typically provide gross margins in excess of our historical consolidated gross profit
margins, while sales from our distributor, mass market and off- price channels typically provide gross margins below our
historical consolidated gross profit margins. Product mix: traditienal-watch and jewelry sales typically provide gross margins in
excess of historical consolidated gross profit margins, while leather goods and private label products typically provide gross
margins below our historical consolidated gross profit margins. Geographic mix: international sales typically produce gross
margins in excess of our historical consolidated gross profit margins, while domestic sales typically provide gross margins
below our historical consolidated gross profit margins. If future sales from our higher gross margin businesses do not increase at
a faster rate than our lower gross margin businesses, our gross profit margins may grow at a slower pace, cease to grow, or
decrease relative to our historical consolidated gross profit margin. The global implementation of Pillar Two may adversely
affect our business, results of operations, financial condition and cash flow. Under The Organization for Economic Cooperation
and Development (" OECD") Inclusive Framework, 140 countries agreed to enact a two- pillar solution to reform the
international tax rules to address the challenges arising from the globalization and digitalization of the economy. The Pillar Two
Global Anti- Base Erosion (" GloBE " ) Rules provide a coordinated system to ensure that multinational enterprises with
revenues above EUR 750 million pay a minimum effective tax rate of 15 % tax on the income arising in each of the jurisdictions
in which they operate. They will be liable to pay a top- up tax for the difference between their GloBE effective tax rate per
jurisdiction and the 15 % minimum rate. It is the ultimate parent entity of the multinational enterprise that is primarily liable for
the GLoBE top- up tax in its jurisdiction’ s territory. Therefore, some countries may engage in domestic tax policy reforms in
anticipation of the GloBE rules becoming effective and enact their own domestic minimum tax rates to avoid “ tax leakage .
Notwithstanding any new local minimum tax regime which may be designed to reduce or eliminate the GloBE top- up tax,
additional top- up tax under GLoBE may still be due. This will depend on the local effective tax rate calculation according to
the specific rules set out in the Pillar Two implementation guidance. Certain provisions of Pillar Two are effective for tax
years beginning in January 2024 with other provisions effective for subsequent tax years. The technical aspects of the
calculation are still being developed. Any-While the Company does not expect and material impact for fiscal year 2025,
any increase in corporate tax rates or rules regarding the calculation of taxable income for the top- up tax could adversely affect
our business, results of operations, financial condition and cash flow for future tax years . We have recorded impairment
charges in the past and may record impairment charges in the future. We are required, at least annually, or as facts and
circumstances warrant, to test trade names to determine if impairment has occurred. We are also required to test property plant
and equipment and other long lived assets for impairment as facts and circumstances warrant. Impairment may result from any
number of factors, including adverse changes in assumptions used for valuation purposes, such as actual or projected net sales,
growth rates, profitability or discount rates, or other variables. If the testing indicates that impairment has occurred, we are
required to record a non- cash impairment charge. Should the value of trade names, property plant and equipment and other long
lived assets become impaired, it could have an adverse effect on our results of operations. Increased competition from online
only retailers and a highly promotional retail environment may increase pressure on our margins. The continued increase in e-
commerce competitors for retail sales and slowing mall traffic has resulted in significant pricing pressure and a highly
promotional retail environment, which was heightened by the impact of COVID- 19. These factors may cause us to be more
promotional with our sales prices to retailers and consumers, which could cause our gross margin to decline if we are unable to
appropriately manage inventory levels and / or otherwise offset any price reductions with comparable reductions in our costs. If
we have to reduce our sales prices for competitive purposes and we fail to sufficiently reduce our product costs or operating
expenses, our profitability will decline. This could have a material adverse effect on our business, results of operations, and
financial condition. Our license agreements may require minimum royalty commitments regardless of the level of product sales
under these agreements. Under our license agreements, we have trthe-past-experienced, and could again in the future
experience, instances where our minimum royalty commitments exceeded the royalties payable based upon our sales of the
licensed products. Payments of minimum royalties in excess of the royalties based on our sales of the licensed products reduce
our margins and could adversely affect our results of operations. Foreign currency fluctuations could adversely impact our
financial condition. We generally purchase our products in U. S. dollars. However, we source a significant amount of our
products overseas and, as such, the cost of these products may be affected by changes in the value of the currencies of these
countries, including the Australian dollar, British pound, Canadian dollar, Chinese yuan, Danish krone, euro, Hong Kong dollar,
Indian rupee, Japanese yen, South Korean won, Malaysian ringgit, Mexican peso, Norwegian kroner, Singapore dollar, Swedish
krona and Swiss franc. Due to our dependence on manufacturing operations in China, changes in the value of the Chinese yuan




may have a material impact on our supply channels and manufacturing costs, including component and assembly costs. In
addition, changes in currency exchange rates may also affect the prices at which we sell products in foreign markets. For fiscal
years 2024, 2023 s-and 2022 and2024, 65. 1 % ., 63. 6 % and 63. | %and-63—5-"% of our consolidated net sales were
generated outside of the U. S. In general, our overall financial results are affected positively by a weaker U. S. dollar and are
affected negatively by a stronger U. S. dollar as compared to the foreign currencies in which we conduct our business. For
example, due to a stronger U. S. dollar in fiscal year 2623-2024 , the translation of foreign- based net sales into U. S. dollars
decreased our reported net sales by approximately $ 2-5 . +3 million compared to fiscal year 2022-2023 . If the value of the U.
S. dollar remains at its current levels or strengthens against foreign currencies, particularly against the euro, Chinese yuan,
Indian rupee, Canadian dollar, South Korean won, British pound and Japanese yen, our financial condition and results of
operations could be materially and adversely impacted. As a result, foreign currency fluctuations may have a material adverse
impact on our financial condition and results of operations. Legal, Compliance and Reputational risks A data security or privacy
breach could damage our reputation, harm our customer relationships, expose us to litigation or government actions, and result
in a material adverse effect to our business, financial condition and results of operations. We depend on information technology
systems, the Internet and cloud and computer networks for a substantial portion of our retail and e- commerce businesses,
including credit card transaction authorization and processing. We also receive and store personal information about our
customers and employees, the protection of which is critical to us. In the normal course of our business, we collect, retain, and
transmit certain sensitive and confidential customer information, including credit card information, over public networks. Our
customers have a high expectation that we will adequately protect their personal information. In addition, personal information
is highly regulated at the international, federal and state level. While we and our third- party service providers have safeguards
in place to defend our systems against intrusions and attacks and to protect our data, we cannot be certain that these measures are
sufficient to counter all current and emerging technology threats. Despite the security measures we currently have in place, our
facilities and systems and those of our third - party service providers have been, and will continue to be, vulnerable to theft of
physical information, security breaches, hacking attempts, computer viruses and malware, ransomware, phishing, lost data and
programming and / or human errors. To date, none of these risks, intrusions, attacks or human error have resulted in any material
liability to us. While we carry insurance policies that would provide liability coverage for certain of these matters, if we
experience a significant security incident, we could be subject to liability or other damages that exceed our insurance coverage,
and we cannot be certain that such insurance policies will continue to be available to us on economically reasonable terms, or at
all, or that any insurer will not deny coverage as to any future claim. Any electronic or physical security breach involving the
misappropriation, loss, or other unauthorized disclosure of confidential or personally identifiable information, including
penetration of our network security or those of our third party service providers, could disrupt our business, severely damage our
reputation and our customer relationships, expose us to litigation and liability, subject us to governmental investigations, fines
and enforcement actions, result in negative media coverage and distraction to management and result in a material adverse effect
to our business, financial condition, and results of operations. In addition, as a result of security breaches at a number of
prominent retailers and other companies, the media and public scrutiny of information security and privacy has become more
intense and the regulatory environment related thereto has become more uncertain. As a result, we may incur significant costs in
complying with new and existing state, federal, and foreign laws regarding protection of, and unauthorized disclosure of,
personal information. A successful ransomware attack on our systems could make them inaccessible for a period of time
pending the payment of a ransom to unlock the systems or our ability to otherwise restore our access to our systems. We are
subject to laws and regulations in the U. S. and the many countries in which we operate. Violations of laws and regulations, or
changes to existing laws or regulations, could have a material adverse effect on our financial condition or results of operations.
Our operations are subject to domestic and international laws and regulations in a number of areas, including, but not limited to,
labor, advertising, consumer protection, real estate, product safety, e- commerce, promotions, intellectual property, tax, import
and export, anti- corruption, anti- bribery, foreign exchange controls and cash repatriation, data privacy, anti- competition,
environmental, health and safety. Compliance with these numerous laws and regulations is complicated, time consuming and
expensive, and the laws and regulations may be inconsistent from jurisdiction to jurisdiction, further increasing the difficulty
and cost to comply with them. New laws and regulations, or changes to existing laws and regulations, could individually or in
the aggregate make our products more costly to produce, delay the introduction of new products in one or more regions, cause
us to change or limit our business practices, or affect our financial condition and results of operations. We have implemented
policies and procedures designed to ensure compliance with the numerous laws and regulations affecting our business, but there
can be no assurance that our employees, contractors, or agents will not violate such laws, regulations or our policies related
thereto. Any such violations could have a material adverse effect on our financial condition or operating results. Tariffs or other
restrictions placed on imports from China and any retaliatory trade measures taken by China could materially harm our revenue
and results of operations. Beginning in July 2018, certain of our products have been subject to additional ad valorem duties
imposed by the U. S. government on products of China under Section 301 of the Trade Act of 1974 and the International
Emergency Economic Powers Act (" IEEPA") . These tariffs -imposed via ¢ (1) four successive “ Lists ” were first the result
of an April 2018 determination by the Office of the U. S. Trade Representative (“ USTR ”) that China’ s acts, practices, and
policies with respect to technology transfer, intellectual property, and innovation are unreasonable or discriminatory and burden
or restrict U. S. commerce ; and, (2) two successive IEEPA tariffs amounting to 20 % ad valorem imposed in February
and March 2025 on products of China . In particular, certain of our packaging and handbag products have been subject to an
additional 25 % ad valorem tariff, based on the first sale export price as imported into the U. S., since July 2018 (“ List 1 7).
Certain of our handbag and wallet products were subject to an additional 10 % ad valorem tariff, based on the first sale export
price as imported into the U. S., beginning in September 2018, a rate that was then raised to 25 % ad valorem from June 2019 to
present (““ List 3 ). Finally, smartwatches, certain jewelry products, and several of our traditional watch products were subject to



an additional 15 % ad valorem tariff, based on the first sale export price as imported into the U. S., beginning in September
2019, a rate that was lowered to 7. 5 % ad valorem from February 2020 to present (“ List 4A ). The IEEPA tariffs on
products of China, in effect since February and March 2025, have increased the additional tariffs by 20 % ad valorem.
USTR conducted is-eutrently-eonduetintg-a statutory review of these--- the tariffs imposed under Section 301 of the Trade
Act of 1974 wh1ch concluded in September 2024 but they remain in place without any during-thatreview-andBiden
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our products

orlgmatmg in Ch1na We contmue to momtor tariff developments, 1nclud1ng these and the IEEPA tariffs, as well as
proposals such as reciprocal tariffs, that pose potential risks. In this fast- paced international trade environment, we also
monitor developments for petentiatrisks-any negotiated resolutions to offset some of the tariff exposure . We have aise
joined litigation before the U. S. Court of International Trade challenging the legality of the Section 301 List 3 and List 4A
tariffs and seeklng refunds of dutles pa1d on 1rnp0rts that were subj ectto those tariffs. That 11t1gat10n is ongomg 1n appeal stages.

assuming no further offsets from price increases, sourcing changes or other changes to trade policy and regulatory ruhngs all of
which are currently under review, the estimated gross profit exposure from the Section 301 and IEEPA tariffs is approximately
$2-4 . 0 million in fiscal year 2024-2025 . If the tariffs continue or increase, we may be required to raise our prices, which may
result in the loss of customers and harm our operating performance. Alternatively, we may seek to shift production outside of
China or otherwise change our sourcing strategy for these products, resulting in significant costs and disruption to our
operations. Even if the U. S. further modifies these tariffs, it is always possible that new products we introduce could be
impacted by the changes, or that our business will be impacted by retaliatory trade measures taken by China or other countries
in response to existing or future tariffs, causing us to raise prices or make changes to our operations, any of which could
materially harm our revenue or operating results. The loss of our intellectual property rights may harm our business. Our
trademarks, patents and other intellectual property rights are important to our success and competitive position. We are devoted
to the establishment and protection of our trademarks, patents and other intellectual property rights in those countries where we
believe it is important to our ability to sell our products. However, we cannot be certain that the actions we have taken will
result in enforceable rights, will be adequate to protect our products in every country where we may want to sell our products,
will be adequate to prevent imitation of our products by others or will be adequate to prevent others from seeking to prevent
sales of our products as a violation of the trademarks, patents or other intellectual property rights of others. Additionally, we rely
on the patent, trademark and other intellectual property laws of the U. S. and other countries to protect our proprietary rights.
Even if we are successful in obtaining appropriate trademark, patent and other intellectual property rights, we may be unable to
prevent third parties from using our intellectual property without our authorization, particularly in those countries where the
laws do not protect our proprietary rights as fully as in the U. S. Because we sell our products internationally and are dependent
on foreign manufacturing in China, we are significantly dependent on foreign countries to protect our intellectual property
rights. The use of our intellectual property or similar intellectual property by others could reduce or eliminate any competitive
advantage we have developed, causing us to lose sales or otherwise harm our business. Further, if it became necessary for us to
resort to litigation to protect our intellectual property rights, any proceedings could be burdensome and costly and we may not
prevail. The failure to obtain or maintain trademark, patent or other intellectual property rights could materially harm our
business. Our products may infringe the intellectual property rights of others, which may cause us to incur unexpected costs or
prevent us from selling certain of our products. We cannot be certain that our products do not and will not infringe upon the
intellectual property rights of others. The wearable technology space is rapidly developing with new innovation, resulting in a
number of domestic and international patent filings for new technology. As a result, wearable technology companies may be
subject to an increasing number of claims that their products infringe the intellectual property rights of competitors or non-
practicing entities. We have been, are and may in the future be subject to legal proceedings involving claims of alleged
infringement of the intellectual property rights of third parties by us and our customers in connection with the marketing and
sale of our products. Any such claims, whether or not meritorious, could result in costly litigation and divert the efforts of our
personnel. Moreover, should we be found liable for infringement, we may be required to enter into agreements (if available on
acceptable terms or at all) or to pay damages and cease making or selling certain products. Moreover, we may need to redesign
or rename some of our products to avoid future infringement liability. Any of the foregoing could cause us to incur significant
costs and prevent us from manufacturing or selling certain of our products. If an independent manufacturer or license partner of
ours fails to use acceptable labor practices or otherwise comply with laws or suffers reputation harm, our business could suffer.
While we have a code of conduct for our manufacturing partners, any we-haveno-eontrol-overthe-ultimate-actions-orlaber
practices-of ourindependentmanufaetarers—The-violation of labor or other laws by one of our independent manufacturers, or by
one of our license partners, or the divergence of an independent manufacturer’ s or license partner’ s labor practices from those
generally accepted as ethical in the U. S. or other countries in which the violation or divergence occurred, could interrupt or
otherwise disrupt the shipment of finished products to us or damage our reputation. In addition, certain of our license agreements
are with named globally recognized fashion designers. Should one of these fashion designers, or any er-of our licensor
companies, conduct themselves inappropriately or make controversial statements, the underlying brand, and consequently our
business under that brand, could suffer. Any of these, in turn, could have a material adverse effect on our financial condition and
results of operations. As a result, should one of our independent manufacturers or licensors be found in violation of state or
international laws or receive negative publicity, we could suffer financial or other unforeseen consequences. Our failure to meet
the continued listing requirements of Nasdaq could result in a delisting of our securities. If we fail to satisfy the continued listing
requirements of Nasdaq, such as the corporate governance requirements or the minimum closing bid price requirement, Nasdaq
may take steps to delist our securities. ©ur-While we did not receive any delisting notices in 2024, our Common Stock has



reeentlyclosed below the $ 1. 00 closing bid requirement for Nasdaq on a number of trading dates in early 2024 . Such a
delisting would likely have a negative effect on the price of our securities and would impair stockholder’ s ability to sell or
purchase our securities. In the event of a delisting, we can provide no assurance that any action taken by us to restore
compliance with listing requirements would allow our securities to become listed again, stabilize the market price or improve
the liquidity of our securities, prevent our securities from dropping below the Nasdaq minimum bid price requirement or prevent
future non- compliance with Nasdaq’ s listing requirements. Additionally, if our securities are not listed on, or become delisted
from, Nasdaq for any reason, and are quoted on the OTC Bulletin Board, an inter- dealer automated quotation system for equity
securities that is not a national securities exchange, the liquidity and price of our securities may be more limited than if we were
quoted or listed on Nasdaq or another national securities exchange. Holders of our stock may be unable to sell their securities
unless a market can be established or sustained. Our business could be negatively affected as a result of actions of activist
stockholders, and such activism could impact the trading value of our securities. Stockholders may, from time to time, engage in
proxy solicitations or advance stockholder proposals, or otherwise attempt to effect changes and assert influence on our board of
directors and management. For example, in February 2024, an activist stockholder nominated four directors for election at our
2024 annual meeting of stockholders. We reached an agreement in March 2024 with the activist stockholder, which
resulted in the activist stockholder and the Company each nominating one candidate to the Board at our 2024 annual
meeting. Activist campaigns that contest or conflict with our strategic direction or seek changes in the composition of our board
of directors could have an adverse effect on our operating results and financial condition. A proxy contest would require us to
incur significant legal and advisory fees, proxy solicitation expenses and administrative and associated costs and require
significant time and attention by our board of directors and management, diverting their attention from the pursuit of our
business strategy. Any perceived uncertainties as to our future direction and control, our ability to execute on our strategy, or
changes to the composition of our board of directors or senior management team arising from a proxy contest could lead to the
perception of a change in the direction of our business or instability which may result in the loss of potential business
opportunities, make it more difficult to pursue our strategic initiatives, or limit our ability to attract and retain qualified
personnel, any of which could adversely affect our business and operating results. If individuals are ultimately elected to our
board of directors with a specific goal, it may adversely affect our ability to effectively implement our business strategy and
create additional value for our stockholders. We may choose to initiate, or may become subject to, litigation as a result of a
proxy contest or matters arising from the proxy contest, which would serve as a further distraction to our board of directors and
management and would require us to incur significant additional costs. In addition, actions such as those described above could
cause significant fluctuations in our stock price based upon temporary or speculative market perceptions or other factors that do
not necessarily reflect the underlying fundamentals and prospects of our business. We may continue to incur rapid and
substantial increases or decreases in our stock price in the foreseeable future that may not coincide in timing with the disclosure
of news or developments by or affecting us. Accordingly, the market price of our common stock may fluctuate dramatically, and
may decline rapidly, regardless of any developments in our business. Overall, there are various factors, many of which are
beyond our control, that could negatively affect the market price of our common stock or result in fluctuations in the price or
trading volume of our common stock, including: « the impact of any future pandemic; ¢ actual or anticipated variations in our
annual or quarterly results of operations, including our earnings estimates and whether we meet market expectations with regard
to our earnings and liquidity; * our decision not to, or our current inability to, pay dividends or other distributions; ¢ publication
of research reports by analysts or others about us or the specialty retail industry, which may be unfavorable, inaccurate,
inconsistent or not disseminated on a regular basis; * changes in market valuations of similar companies; * market reaction to any
additional equity, debt or other securities that we may issue in the future, and which may or may not dilute the holdings of our
existing stockholders; ¢ additions or departures of key personnel; ¢ actions by activist and institutional or significant
stockholders; ¢ short interest in our stock and the market response to such short interest; * a dramatic increase in the number of
individual holders of our stock and their participation in social media platforms targeted at speculative investing; ¢ speculation in
the press or investment community about our company or industry; ¢ financial results reported or comments or releases by
certain of our significant public licensing partners pertaining to the watch category ; ° strategic actions by us or our
competitors, such as acquisitions or other investments; ¢ legislative, administrative, regulatory or other actions affecting our
business, our industry, including positions taken by the Internal Revenue Service (" IRS ”); « investigations, proceedings, or
litigation that involve or affect us; * general market and economic conditions; ¢ a downgrade in our debt ratings; and ¢ the other
risks identified herein. Our organizational documents contain anti- takeover provisions that could discourage a proposal for a
takeover. Our certificate of incorporation and bylaws, as well as the General Corporation Law of the State of Delaware, contain
provisions that may have the effect of discouraging a proposal for a takeover. These include a provision in our certificate of
incorporation authorizing the issuance of" blank check" preferred stock and provisions in our bylaws establishing advance
notice procedures with respect to certain stockholder proposals. Our bylaws may be amended by a vote of 80 % of the Board of
Directors, subject to repeal by a vote of 80 % of the stockholders. In addition, Delaware law limits the ability of a Delaware
corporatlon to engage in certaln busmess combinations Wlth 1nterested stockholders —Finaly Mr—Kartsotis-has-the-ability; by

0 A a-vote-regarding-a-changetneontrol-. Failure to meet our financial guldance or
achleve other forward 100k1ng staternents we have pr0v1ded to the public could result in a decline in our stock price. From time
to time, we provide public guidance on our expected financial results or disclose other forward- looking information for future
periods. We manage our business to maximize our growth and profitability and not to achieve financial or operating targets for
any particular reporting period. Although we believe that public guidance may provide investors with a better understanding of
our expectations for the future and is useful to our existing and potential stockholders, such guidance is subject to risks,
uncertainties and assumptions. Any such guidance or other forward- looking statements are predictions based on our then-
existing expectations and projections about future events that we believe are reasonable. Actual events or results may differ




materially from our expectations, and as such, our actual results may not be in line with guidance we have provided. We are
under no duty to update any of our forward- looking statements to conform to actual results or to changes in our expectations,
except as required by federal securities laws. If our financial results for a particular period do not meet our guidance or the
expectations of investors, or if we reduce our guidance for future periods, the market price of our common stock may decline
and stockholders could be adversely affected. Investors who rely on these predictions when making investment decisions with
respect to our securities do so at their own risk. In addition, our stock price may also decline if we fail to meet securities research
analysts' projections. Similarly, if one or more of the analysts who covers us downgrades our stock or publishes inaccurate or
unfavorable research about our business, our stock price could decline. Any deterioration in the global economic environment,
and any resulting declines in consumer confidence and spending, could have an adverse effect on our operating results and
financial condition. Uncertainty in global markets, slowing economic growth, high levels of unemployment, a pandemic,
inflation, rising interest rates and eroding consumer confidence can negatively impact the level of consumer spending for
discretionary items. This can affect our business as it is dependent on consumer demand for our products. Global economic
conditions remain uncertain, and the possibility remains that domestic or global economies, or certain industry sectors of those
economies that are key to our sales, may slow or deteriorate, which could result in a corresponding decrease in demand for our
products and negatively impact our results of operations and financial condition. The effects of economic cycles, terrorism, acts
of war and retail industry conditions may adversely affect our business. Our business is subject to economic cycles and retail
industry conditions. Purchases of discretionary fashion accessories, such as our watches, jewelry, handbags, sunglasses and other
products, tend to decline during recessionary periods when disposable income is low and consumers are hesitant to use available
credit. In addition, acts of terrorism, acts of war and military action both in the U. S. and abroad can have a significant effect on
economic conditions and may negatively affect our ability to procure our products from manufacturers for sale to our customers.
Any significant declines in general economic conditions, public safety concerns or uncertainties regarding future economic
prospects that affect consumer spending habits could have a material adverse effect on consumer purchases of our products.
Risks associated with foreign government regulations and U. S. trade policy may affect our foreign operations and sourcing. Our
businesses are subject to risks generally associated with doing business abroad, such as foreign governmental regulation in the
countries in which our manufacturing sources are located, primarily China. While we have not experienced any material issues
with foreign governmental regulations that would impact our arrangements with our foreign manufacturing sources, we believe
that this issue is of particular concern with regard to China due to the less mature nature of the Chinese market economy, the
historical involvement of the Chinese government in the industry and recent trade tensions between China and the United States.
If regulations or other factors were to render the conduct of business in a particular country undesirable or impracticable, or if
our current foreign manufacturing sources were for any other reason to cease doing business with us, such a development could
have a material adverse effect on our product sales and on our supply, manufacturing and distribution channels. Our business is
also subject to risks associated with U. S. and foreign legislation and regulations relating to imports, including quotas, duties,
tariffs or taxes, and other charges or restrictions on imports, which could adversely affect our operations and our ability to
import products at current or increased levels. Substantially all of our import operations are subject to customs duties imposed
by the governments where our production facilities are located on imported products, including raw materials. We cannot
predict whether additional U. S. and foreign customs quotas, duties (including antidumping or countervailing duties), tariffs,
taxes or other charges or restrictions, requirements as to whether raw materials must be purchased, additional workplace
regulations or other restrictions on our imports will be imposed upon the importation of our products in the future or adversely
modified, or what effect such actions would have on our costs of operations. For example, our products imported for distribution
in the United States are subject to U. S. customs duties, and in the ordinary course of our business, we may from time to time be
subject to claims by U. S. Customs and Border Protection for duties and other charges. Factors that may influence the
modification or imposition of these restrictions may include determinations by the Office of the U. S. Trade Representative that
a country has denied adequate intellectual property rights or fair and equitable market access to U. S. firms, trade disputes
between the United States and another country that leads to withdrawal of “ most favored nation ” status for that country and
economic and political changes within a country that are viewed unfavorably by the U. S. government, resulting in trade policy
changes towards that country. Future quotas, duties, or tariffs may have a material adverse effect on our business, financial
condition and results of operations. Future trade agreements could also provide our competitors with an advantage over us, or
increase our costs, either of which could have a material adverse effect on our business, financial condition and results of
operations. There are inherent limitations in all control systems, and misstatements due to error or fraud may occur and not be
detected. We are subject to the ongoing internal control provisions of Section 404 of the Sarbanes- Oxley Act of 2002. These
provisions provide for the identification of material weaknesses in internal control over financial reporting, which is a process to
provide reasonable assurance regarding the reliability of financial reporting for external purposes in accordance with accounting
principles generally accepted in the United States of America. Our management, including our CEO and Interim Chief
Financial Officer (" Interim CFO"), does not expect that our internal controls and disclosure controls will prevent all errors and
all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance
that the objectives of the control system are met. In addition, the design of a control system must reflect the fact that there are
resource constraints and the benefit of controls must be relative to their costs. Because of the inherent limitations in all control
systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, in our
Company have been detected. These inherent limitations include the realities that judgments in decision- making can be faulty
and that breakdowns can occur because of simple errors or mistakes. Further, controls can be circumvented by individual acts,
by collusion of two or more persons, or by management override of the controls. The design of any system of controls is also
based in part upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions. Over time, a control may be inadequate because of



changes in conditions, such as growth of the Company or increased transaction volume, or the degree of compliance with the
policies or procedures may deteriorate. Because of inherent limitations in a cost- effective control system, misstatements due to
error or fraud may occur and not be detected. In addition, discovery and disclosure of a material weakness, by definition, could
have a material adverse impact on our financial statements. Such an occurrence could discourage certain customers or suppliers
from doing business with us, result in higher borrowing costs and affect how our stock trades. This could in turn negatively
affect our ability to access public debt or equity markets for capital.



