Risk Factors Comparison 2025-03-27 to 2024-03-21 Form: 10-K

Legend: New Text Remeved-Fext-Unchanged Text Moved Text Section

In addition to the other information contained in this Form 10- K, the following risk factors should be considered in evaluating
our business. Our business, financial condition, or results of operations could be materially adversely affected as a result of any
of these risks. Risks related to our business and industry Our success depends on our ability to maintain the value and reputation
of our brand. The lululemon name is integral to our business as well as to the implementation of our expansion strategies.
Maintaining, promoting, and positioning our brand will depend largely on the success of our marketing and merchandising
efforts and our ability to provide a consistent, high quality product, and guest experience. As we grow, our brand positioning,
products, and marketing efforts may not be considered distinct, culturally relevant, or desirable to guests, employees,
and other stakeholders. We rely on social media, as one of our marketing strategies, to have a positive impact on both our
brand value and reputation. Our brand and reputation could be adversely affected if we fail to achieve these objectives, if our
public image was to be tarnished by negative publicity, which could be amplified by social media, if we fail to deliver
innovative and high quality products acceptable to our guests, or if we face or mishandle a product recall. Our reputation could
also be impacted by adverse publicity, whether or not valid, regarding allegations that we, or persons associated with us or
formerly associated with us, have violated applicable laws or regulations, including but not limited to those related to safety,
employment, discrimination, harassment, whistle- blowing, privacy, corporate citizenship, improper business practices, or
cybersecurity. Certain activities on the part of stakeholders, including nongovernmental organizations and governmental
institutions, could cause reputational damage, distract senior management, and disrupt our business. Additionally, while we
devote considerable effort and resources to protecting our intellectual property, if these efforts are not successful the value of
our brand may be harmed. Any harm to our brand and reputation could have a material adverse effect on our financial condition

. Changes in consumer shopping preferences....... our brand and reputation may be harmed . We operate in a highly competitive
market and our competitors may compete more effectively than we can, resulting in a loss of our market share and a decrease in
our net revenue and profitability. The market for our products teehnieat-athletie-apparetis highly competitive. Competition
may result in pricing pressures, reduced profit margins or lost market share, or a failure to grow or maintain our market share,
any of which could substantially harm our business and results of operations. We compete directly against global as well as
regional and country- specific wholesalers and direct retailers of athletic apparel, including large, diversified apparel
companies with substantial market share, and established companies expanding their production and marketing of technical
athletic apparel, as well as against smaller retailers and those specifically focused on women' s athletic apparel. We also face
competition from wholesalers and direct retailers of traditional commodity athletic apparel, such as cotton T- shirts and
sweatshirts. Many of our competitors are large apparel and sporting goods companies with strong worldwide brand recognition.
Because of the fragmented nature of the 1ndustry, we also compete Wlth other apparel sellers 1nclud1ng those specrahzrng in
yoga apparel and other activewear —Me €0 6 g : d

feseufees—t-haﬁ—we—do— Our competrtors may be able to achreve and malntaln brand awareness and market share more qulckly
and effectively than we can. We may fail to acknowledge or react appropriately to the entry or growth of a viable competitor or
disruptive force, and could struggle to continue to innovate, differentiate, and sustain the growth of our brand. The increasing
dominance and presence of our brand may also drive guests towards alternative emerging competitors. In addition, because we
hold limited patents and exclusive intellectual property rights in the technology, fabrics or processes underlying our products,
our current and future competitors are able to manufacture and sell products with performance characteristics, fabrication
techniques, and styling similar to our products . Our sales and profitability may decline......, operating results, and cash flows|. If
we are unable to anticipate consumer preferences and successfully develop and introduce new, innovative, and differentiated
products, we may not be able to maintain or increase our sales and profitability. Our success depends on our ability to identify
and originate product trends as well as to anticipate and react to changing consumer demands in a timely manner. All of our
products are subject to changing consumer preferences that cannot be predicted with certainty. If we are unable to introduce new
products or novel technologies in a timely manner or our new products or technologies are not accepted by our guests, our
competitors may introduce similar products in a more timely fashion, which could hurt our goal to be viewed as a leader in
technical athletic apparel innovation. Our new products may not receive consumer acceptance as consumer preferences could
shift rapidly to different types of athletic apparel or away from these types of products altogether, and our future success depends
in part on our ability to anticipate and respond to these changes. Our failure to anticipate and respond in a timely manner to
changing consumer preferences could lead to, among other things, lower sales and excess inventory levels. We may not have or
successfully leverage the relevant data to effectively understand and react to consumer preferences and expectations. Even if
we are successful in anticipating consumer preferences, our ability to adequately react to and address those preferences will in
part depend upon our continued ability to develop and introduce innovative, high- quality products. Our failure to effectively
introduce new products that are accepted by consumers could result in a decrease in net revenue and excess inventory levels,
which could have a material adverse effect on our financial condition . Our sales and profitability may decline as a result of
increasing costs and decreasing selling prices.Our business is subject to significant pressure on costs and pricing caused by
many factors,including intense competition,constrained sourcing capacity and related inflationary pressure,the availability of
qualified labor and wage inflation,pressure from consumers to reduce the prices we charge for our products,and changes in



consumer demand.These and other factors have,and may in the future,cause us to experience increased costs,reduce our prices to
consumers or experience reduced sales in response to increased prices,any of which could cause our operating margin to decline
if we are unable to offset these factors with reductions in operating costs and could have a material adverse effect on our
financial condition,operating results,and cash flows —. Our results of operations could be materially harmed if we are unable to
accurately forecast guest demand for our products. To ensure adequate inventory supply, we must forecast inventory needs and
place orders with our manufacturers based on our estimates of future demand for particular products. Our ability to accurately
forecast demand for our products could be affected by many factors, including an increase or decrease in guest demand for our
products or for products of our competitors, our failure to accurately forecast guest acceptance of new products, product
introductions by competitors, unanticipated changes in general market conditions (for example, because of global economic
concerns such as inflation, an economic downturn, or delays and disruptions resulting from local and international shipping
delays and labor shortages), and weakening of economic conditions or consumer confidence in future economic conditions (for
example, because of inflationary pressures, or because of sanctions, restrictions, and other responses related to geopolitical
events). If we fail to accurately forecast guest demand, we may experience excess inventory levels or a shortage of products
available for sale in our stores or for delivery to guests. Inventory levels in excess of guest demand may result in inventory
write- downs or write- offs and the sale of excess inventory at discounted prices, which would cause our gross margin to suffer
and could impair the strength and exclusivity of our brand. Conversely, if we underestimate guest demand for our products, our
manufacturers may not be able to deliver products to meet our requirements, and this could result in damage to our reputation
and guest relationships. Our limited operating experience and limited brand recognition in new international markets and new
product categories may limit our expansion and cause our business and growth to suffer. Our future growth depends in part on
our expansion efforts outside of the Americas. We have limited experience with regulatory environments and market practices
internationally, and we may not be able to penetrate or successfully operate in any new market. In connection with our
expansion efforts we may encounter obstacles we did not face in the Americas, including cultural and linguistic differences,
differences in regulatory environments, labor practices and market practices, difficulties in keeping abreast of market, business
and technical developments, and international guests' tastes and preferences. We may also encounter difficulty expanding into
new international markets because of limited brand recognition leading to delayed acceptance of our technical athletic apparel
by guests in these new international markets. Our failure to develop our business in new international markets or disappointing
growth outside of existing markets could harm our business and results of operations. In addition, our continued growth depends
in part on our ability to expand our product categories and introduce new product lines. We may not be able to successfully
manage integration of new product categories or the new product lines with our existing products. Selling new product
categories and lines will require our management to test and develop different strategies in order to be successful. We may be
unsuccessful in entering new product categories and developing or launching new product lines, which requires management of
new suppliers, potential new customers, and new business models. Our management may not have the experience of selling in
these new product categories and we may not be able to grow our business as planned. For example, in July 2020, we acquired
MIRROR, which was rebranded as lululemon Studlo, an—and in 2023 we dlscontlnued selhng its hardware and offermg
its digital app - only subscription 6 6 ve-atd-o
demand-elasses-. [f we are unable to effectlvely and successfully further develop t-hese—current and future new product
categories and lines, we may not be able to increase or maintain our sales and our operating margins may be adversely affected.
This may also divert the attention of management and cause additional expenses. We may, from time to time, evaluate and
pursue other strategic investments or acquisitions. These involve various inherent risks and the benefits sought may not be
realized. We H-we-eontinue-to-grow-at-arapid-paee;-we-may not be able to effectively manage our growth and the increased
complexity of our business and as a result our brand image and financial performance may suffer. fWe may be unable to
achieve our growth objectives if we do not have the right level of efficiency and scalability in our processes and operations
. We eontine-to-grow-at-a-rapte-paee;we-may experience difficulties in obtaining sufficient raw materials and manufacturing
capacity to produce our products, as well as delays in production and shipments, as our products are subject to risks associated
with overseas sourcing and manufacturing. We could be required to continue to expand our sales and marketing, product
development and distribution functions, to upgrade our management information systems and other processes and technology,
and to obtain more space for our expanding workforce. This expansion could increase the strain on our resources, and we could
experience operating difficulties, including difficulties in hiring, training, and managing an increasing number of employees.
These difficulties could result in the erosion of our brand image which could have a material adverse effect on our financial
condition .Changes in consumer shopping preferences,and shifts in distribution channels could materially impact our results of
operations.We operate an omni- channel retail model and aim to efficiently and effectively serve our guests in the ways most
convenient to them.We operate a combination of physical retail locations and e- commerce services via our websites,other
region- specific websites,digital marketplaces,and mobile apps.Our physical retail locations remain a key part of our growth
strategy and we view them as a valuable tool in helping us build our brand and product line as well as enabling our omni-
channel capabilities.We plan to continue to expand square footage and open new company- operated stores to support our
growth objectives.The diversion of sales from our company- operated stores could adversely impact our return on investment
and could lead to impairment charges and store closures,including lease exit costs.We could have difficulty in recreating the in-
store experience through direct channels.Our failure to successfully integrate our digital and physical channels and respond to
these risks might adversely impact our business and results of operations,as well as damage our reputation and brand. H-any-ef
In addition, our preduets-channels have manufaetaring-different operating margins and shifts to diversified distribution
channels could negatlvely 1mpact or-our overall operatmg marglns and results of operations design-defeets-orare
—. We are subject to risks associated with leasing retail
and dlstrlbutlon space subject to 10ng term and non- cancelable 1eases We lease the majority of our stores under operating




leases and our inability to secure appropriate real estate or lease terms could impact our ability to grow. Our leases generally
have initial terms of between two and 15 years, and generally can be extended in increments between two and five years, if at
all. We generally cannot cancel these leases at our option. If an existing or new store is not profitable, and we decide to close it,
as we have done in the past and may do in the future, we may nonetheless be committed to perform our obligations under the
applicable lease including, among other things, paying the base rent for the balance of the lease term. Similarly, we may be
committed to perform our obligations under the applicable leases even if current locations of our stores become unattractive as
demographic patterns change. In addition, as each of our leases expire, we may fail to negotiate renewals, either on
commercially acceptable terms or at all, which could require us to close stores in desirable locations. We also lease the majority
of our distribution centers and our inability to secure appropriate real estate or lease terms could impact our ability to deliver our
products to the market. Our future success is substantially dependent on the service of our senior management and our ability to
maintain our culture and to attract, manage, and retain highly qualified individuals. The performance of our senior management
team and other key employees and contractors may not meet our needs and expectations. Also, the loss of services of any of
these key employees-individuals , or any negative public perception with respect to these individuals, may be disruptive to, or
cause uncertainty in, our business and could have a negative impact on our ability to manage and grow our business effectively.
Such disruption could have a material adverse impact on our financial performance, financial condition, and the market price of
our stock. If we are unable to successfully maintain and evolve our unique culture, offer competitive compensation and benefits,
and a desirable work model, we may be unable to attract and retain highly qualified individuals to support our business and
continued growth. Our work model may not meet the needs and eXpectatlons of our ernployees and rnay not be percelved as
favorable compared to other cornpanles —bn ation g v 6

related to employee engagement and product1v1ty Wthh could result in 1ncreased headcount and lead to 1ncreased labor costs.
Our business is affected by seasonality, which could result in fluctuations in our operating results. Our business is affected by
the general seasonal trends common to the retail apparel industry. Our annual net revenue is typically weighted more heavily
toward our fourth fiscal quarter, reflecting our historical strength in sales during the holiday season, while our operating
expenses are more equally distributed throughout the year. This seasonality, along with other factors that are beyond our
control, including weather conditions and the effects of climate change, could adversely affect our business and cause our results
of operations to fluctuate. Risks related to our supply chain Disruptions of our supply...... harm our business. Risks related to
information security and technology We may be unable to safeguard against security breaches which could damage our
customer relationships and result in significant legal and financial exposure. As part of our normal operations, we receive
confidential, proprietary, and personally identifiable information, including credit card information, and information about our
customers, our employees, job applicants, and other third parties. Our business employs systems and websites that allow for the
storage and transmission of this information. However, despite our safeguards and security processes and protections, security
breaches could expose us to a risk of theft or misuse of this information, and could result in litigation and potential liability. The
retail industry, in particular, has been the target of many recent cyber- attacks. We may not have the resources or technical
sophistication to be able to anticipate or prevent rapidly evolving types of cyber- attacks. Attacks may be targeted at us, our
vendors or customers, or others who have entrusted us with information. In addition, despite taking measures to safeguard our
information security and privacy environment from security breaches, our customers and our business could still be exposed to
risk. Actual or anticipated attacks may cause us to incur increasing costs including costs to deploy additional personnel and
protection technologies, train employees and engage third party experts and consultants. Advances in artificial intelligence and
other computer capabilities, new technological discoveries or other developments may result in the technology used by us to
protect transaction or other data being breached or compromised. Measures we implement to protect against cyber- attacks may
also have the potential to impact our customers' shopping experience or decrease activity on our websites by making them more
difficult to use or requiring website downtime . Data and security breaches can also occur as a result of non- technical issues
including intentional or inadvertent breach by employees or persons with whom we have commercial relationships that result in
the unauthorized release of personal or confidential information. Any compromise or breach of our security could result in a
violation of applicable privacy and other laws, significant legal and financial exposure, and damage to our brand and reputation
or other harm to our business. In addition, the increased use of employee- owned devices for communications as well as work-
from- home arrangements present additional operational risks to our technology systems, including increased risks of cyber-
attacks. Further, like other companies in the retail industry, we have in the past experienced, and we expect to continue to
experience, cyber- attacks, including phishing, and other attempts to breach, or gain unauthorized access to, our systems. To
date, these attacks have not had a material impact on our operations, but they may have a material impact in the future. Privacy
and data protection laws increase our compliance burden. We are subject to a variety of privacy and data protection laws and
regulations that change frequently and have requirements that vary from jurisdiction to jurisdiction. For example, we are subject
to significant compliance obligations under privacy laws such as the General Data Privacy Regulation (" GDPR") in the
European Union, the Personal Information Protection and Electronic Documents Act (“ PIPEDA ”) in Canada, the California
Consumer Privacy Act (" CCPA") modified by the California Privacy Rights Act (“ CPRA ), and the Personal Information
Protection Law (“ PIPL ”) in the People' s Republic of China (" PRC") (6-2). Some privacy laws prohibit the transfer of
personal information to certain other jurisdictions. We are subject to privacy and data protection audits or investigations by
various government agencies. Our failure to comply with these laws subjects us to potential regulatory enforcement activity,
fines, private litigation including class actions, and other costs. Our efforts to comply with privacy laws may complicate our
operations and add to our compliance costs. A significant privacy breach or failure or perceived failure by us or our third- party
service providers to comply with privacy or data protection laws, regulations, policies or regulatory guidance might have a
materially adverse impact on our reputation, business operations and our financial condition or results of operations. (2) PRC



includes China Mainland, Hong Kong SAR, Taiwan, and Macau SAR. Disruption of our technology systems or unexpected
network interruption could disrupt our business. We are increasingly dependent on networks, technology systems , and third-
parties to operate our e- commerce websites, process transactions, respond to guest inquiries, manage inventory, purchase, sell
and ship goods on a timely basis, and maintain cost- efficient operations. The failure of our technology systems to operate
properly or effectively, problems with transitioning to upgraded or replacement systems or d1fﬁculty in 1ntegrat1ng new
systems, could adversely affect our business. In-add e—ee v 3 d ;
tnternationatly—Our technology systems, websites, and operatrons of th1rd part1es on whom we rely, may encounter damage :
slowdown, or disruption erstewdewn-including complete outages caused by a failure to successfully upgrade systems, system
failures, viruses, computer" hackers", natural disasters, or other causes. These could cause information, including data related to
guest orders, to be lost or delayed which could, especially if the disruption or slowdown occurred during the holiday season,
result in delays in the delivery of products to our stores and guests or lost sales, which could reduce demand for our products and
cause our sales to decline. The concentration of our primary offices, several of our distribution centers, and a number of our
stores along the west coast of North America could amplify the impact of a natural disaster occurring in that area to our
business, including to our technology systems. In addition, if changes in technology cause our information systems to become
obsolete , we do not effectively leverage artificial intelligence , or if our information systems are inadequate to handle our
growth, we could lose guests. We have limited back- up systems and redundancies, and our technology systems and websites
have experienced system failures and electrical outages in the past which have disrupted our operations. Any significant
disruption in our technology systems or websites could harm our reputation and credibility, and could have a material adverse
effect on our business, financial condition, and results of operations. Our technology- based systems that give our customers the
ability to shop with us online may not function effectively. Many of our customers shop with us through our e- commerce
websites and mobile apps. Increasingly, customers are using tablets and smart phones to shop online with us and with our
competitors and to do comparison shopping. We are increasingly using social media and proprietary mobile apps to interact with
our customers and as a means to enhance their shopping experience. Any failure on our part to provide attractive, effective,
reliable, user- friendly e- commerce platforms that offer a wide assortment of merchandise with rapid delivery options and that
continually meet the changing expectations of onlrne shoppers could place us at a competitive drsadvantage result in the loss of
e- commerce and other sales, harm our €6 sfong-SA A

reputation with customers, have a material adverse impact on the growth of our e- commerce bus1ness globally and could have a
material adverse impact on our business and results of operations Risks-retatedte-our supply chain Disruptions of our supply
chain could have a material adverse effect on our operating and financial results.Disruption of our supply chain capabilities due
to trade restrictions,political instability,severe weather,natural disasters,public health crises,war,terrorism,product recalls,labor
supply shortages or stoppages,the financial or operational instability of key suppliers and carriers,changes in diplomatic or trade
relationships (including any sanctions,restrictions,and other responses such as those related to current geopolitical events),or
other reasons could impair our ability to distribute our products.To the extent we are unable to mitigate the likelihood or
potential impact of such events,there could be a material adverse effect on our operating and financial results.We rely on
international suppliers and any significant disruption to our supply chain could impair our ability to procure or distribute our
products.We do not manufacture our products or raw materials and rely on suppliers and manufacturers located predominantly in
APAC and China Mainland.We also source other materials used in our products,including items such as content
labels,elastics,buttons,clasps,and drawcords,from suppliers located primarily in this region.Based on cost,during 2624-2023 : ¢
Approximately 42 % of our products were manufactured in Vietnam,16 % in Cambodia,11 % in Sri Lanka,10 % in
Indones1a,and 8 % in Bangladesh and the remamder in other regmns . Approxrmately 40 % of emepfeduets—wefe

et-her—fegleﬁs—%ppfoxtmately—?é—%ref—the fabrrc used in our products 0r1g1nated from Taiwan, %8—26 % from China Marnland
H-12 % from Seuth-¥erea-Sri Lanka ,and the remainder from other regions.The entire apparel industry,including our

company,could face supply chain challenges as a result of the impacts of global public health crises,political
instability,inflationary pressures,macroeconomic conditions,and other factors,including reduced freight availability and
increased costs,port disruption,manufacturing facility closures,and related labor shortages and other supply chain
disruptions.Our supply chain capabilities may be disrupted due to these or other factors,such as severe weather,natural
disasters,war or other military conflicts,terrorism,labor supply shortages or stoppages,the financial or operational instability of
key suppliers or the countries in which they operate,or changes in diplomatic or trade relationships (including any
sanctions,restrictions,and other responses to geopolitical events).Any significant disruption in our supply chain capabilities
could impair our ability to procure or distribute our products,which would adversely affect our business and results of
operations.A relatively small number of vendors supply and manufacture a significant portion of our products,and losing one or
more of these vendors could adversely affect our business and results of operations.Many of the specialty fabrics used in our
products are technically advanced textile products developed and manufactured by third parties and may be available,in the
short- term,from only one or a limited number of sources.We have no long- term contracts with any of our suppliers or
manufacturers for the production and supply of our raw materials and products,and we compete with other companies for
fabrics,other raw materials,and production.During 2624-2023 ,we worked with approximately $2-49 vendors to manufacture our
products and 67 suppliers to provide the fabric for our products.Based on cost,during 2824-2023 :+ Approximately 49-55 % of
our products were manufactured by our top five vendors,the largest of which produced approximately +5-17 % of our
products;and * Approximately 52 % of our fabrics were produced by our top five fabric suppliers,the largest of which produced
approximately +8-19 % of fabric used. We have experienced,and may in the future experience,a significant disruption in the
supply of fabrics or raw materials and may be unable to locate alternative suppliers of comparable quality at an acceptable
price,or at all.In addition,if we experience significant increased demand,or if we need to replace an existing supplier or




manufacturer,we may be unable to locate additional supplies of fabrics or raw materials or additional manufacturing capacity on
terms that are acceptable to us,or at all,or we may be unable to locate any supplier or manufacturer with sufficient capacity to
meet our requirements or fill our orders in a timely manner.Identifying a suitable supplier is an involved process that requires us
to become satisfied with its quality control,responsiveness and service,financial stability,and labor and other ethical
practices.Even if we are able to expand existing or find new manufacturing or fabric sources,we may encounter delays in
production and added costs as a result of the time it takes to train our suppliers and manufacturers in our methods,products,and
quality control standards.Our supply of fabric or manufacture of our products could be disrupted or delayed by economic or
political or global health conditions,and the related government and private sector responsive actions such as closures,restrictions
on product shipments,and travel restrictions.Delays related to supplier changes could also arise due to an increase in shipping
times if new suppliers are located farther away from our markets or from other participants in our supply chain.In

addition, freight capacity issues continue to persist worldwide as there is much greater demand for shipping and reduced capacity
and equipment.Any delays,interruption,or increased costs in the supply of fabric or manufacture of our products could have an
adverse effect on our ability to meet guest demand for our products and result in lower net revenue and income from operations
both in the short and long term.Our business could be harmed if our suppliers and manufacturers do not comply with our Vendor
Code of Ethics or applicable laws.While we require our suppliers and manufacturers to comply with our Vendor Code of
Ethics,which includes labor,health and safety,and environment standards,we do not control their operations.If suppliers or
contractors do not comply with these standards or applicable laws or there is negative publicity regarding the production
methods of any of our suppliers or manufacturers,even if unfounded or not specific to our supply chain,our reputation and sales
could be adversely affected,we could be subject to legal liability,or could cause us to contract with alternative suppliers or
manufacturing sources.The fluctuating cost of raw materials could increase our cost of goods sold.The fabrics used to make our
products include synthetic fabrics whose raw materials include petroleum- based products.Our products also include silver and
natural fibers,including cotton.Our costs for raw materials are affected by,among other things,weather,consumer
demand,speculation on the commodities market,the relative valuations and fluctuations of the currencies of producer versus
consumer countries,and other factors that are generally unpredictable and beyond our control. Any and all of these factors may
be exacerbated by global climate change.In addition,political instability,trade relations,sanctions,inflationary pressure,or other
geopolitical or economic conditions could cause raw material costs to increase and have an adverse effect on our future
margins.Increases in the cost of raw materials,including petroleum or the prices we pay for silver and our cotton yarn and
cotton- based textiles,could have a material adverse effect on our cost of goods sold,results of operations,financial condition,and
cash flows.If we encounter problems with our distribution system,our ability to deliver our products to the market and to meet
guest expectations could be harmed.We rely on our distribution facilities for substantially all of our product distribution.Our
distribution facilities include computer controlled and automated equipment,which means their operations may be subject to a
number of risks related to security or computer viruses,the proper operation of software and hardware,electronic or power
interruptions,or other system failures.In addition,our operations could also be interrupted by labor difficulties,pandemics,the
impacts of climate change,extreme or severe weather conditions or by floods,fires,or other natural disasters near our distribution
centers.If we encounter problems with our distribution system,our ability to meet guest expectations,manage inventory,complete
sales,and achieve objectives for operating efficiencies could be harmed.Increasing labor costs and other factors associated with
the production of our products in South Asia and South East Asia could increase the costs to produce our products.A significant
portion of our products are produced in South Asia and South East Asia and increases in the costs of labor and other costs of
doing business in the countries in this area could significantly increase our costs to produce our products and could have a
negative impact on our operations and earnings.Factors that could negatively affect our business include labor shortages and
increases in labor costs,labor disputes,pandemics,the impacts of climate change,difficulties and additional costs in transporting
products manufactured from these countries to our distribution centers and significant revaluation of the currencies used in these
countries,which may result in an increase in the cost of producing products.Also,the imposition of trade sanctions or other
regulations against products imported by us from,or the loss of" normal trade relations" status with any country in which our
products are manufactured,could significantly increase our cost of products and harm our business .Risks related to . Risks
related to environmental, social, and governance issues Climate change, and related legislative and regulatory responses to
climate change, may adversely impact our business. There is increasing concern that a gradual rise in global average
temperatures due to increased concentration of carbon dioxide and other greenhouse gases in the atmosphere will cause
significant changes in weather patterns around the globe, an increase in the frequency, severity, and duration of extreme weather
conditions and natural disasters, and water scarcity and poor water quality. These events could adversely impact the cultivation
of cotton, which is a key resource in the production of our products, disrupt the operation of our supply chain and the
productivity of our contract manufacturers, increase our production costs, impose capacity restraints and impact the types of
apparel products that consumers purchase. These events could also compound adverse economic conditions and impact
consumer confidence and discretionary spending. As a result, the effects of climate change could have a long- term adverse
impact on our business and results of operations. In many countries, governmental bodies are enacting new or additional
legislation and regulations to reduce or mitigate the potential impacts of climate change. If we, our suppliers, or our contract
manufacturers are required to comply with these laws and regulations, or if we choose to take voluntary steps to reduce or
mitigate our impact on climate change, we may experience increased costs for energy, production, transportation, and raw
materials, increased capital expenditures, or increased insurance premiums and deductibles, which could adversely impact our
operations. Inconsistency of legislation and regulations among jurisdictions may also affect the costs of compliance with such
laws and regulations. Any assessment of the potential impact of future climate change legislation, regulations or industry
standards, as well as any international treaties and accords, is uncertain given the wide scope of potential regulatory change in
the countries in which we operate. Increased scrutiny from investors and others regarding our environmental, social,



governance, or sustainability ;responsibilities could result in additional costs or risks and adversely impact our reputation,
employee retention, and willingness of customers and suppliers to do business with us. Investor and political advocacy groups,
certain institutional investors, investment funds, other market participants, stockholders, and customers have focused
increasingly on the environmental, social and governance (" ESG") practices of companies, including those associated with
climate change and social responsibility. These parties have placed increased importance on the implications of the social cost of
their investments and disclosure of their ESG practices . If our ESG practices do not meet customer, investor, employee, or
other stakeholder expectations or do not align with their opinions or values, our brand, reputation, employee retention, and
business may be negatively impacted. Any sustainability or impact report that we publish or other ESG disclosures we make
may include our policies and-, practices , goals, and targets on a variety of social and ethical matters, including corporate
governance, environmental compliance, employee health and safety practices, human capital management, product quality,
supply chain management, and workforce inclusion and diversity-composition . It is possible that stakeholders may not be
satisfied with our ESG policies e, practices, goals, or targets, including #-how we describe and report everstate-the-impaet
ofour ESG goals, efforts, and practices, and this could reduce demand for our products ane-or lead to regulatory enforcement
that could restrict our ability to market and sell our products. We could also incur additional costs and require additional
resources to monitor, report, and comply with various ESG practices. Also, our failure, or perceived failure, to meet the
standards-goals or targets included in any sustainability disclosure could negatively impact our reputation, employee retention,
and the willingness of our customers and suppliers to do business with us. Risks related to global economic, political, and
regulatory conditions An economic recession, depression, downturn, periods of inflation, or economic uncertainty in our key
markets may adversely affect consumer discretionary spending and demand for our products. Many of our products may be
considered discretionary items for consumers. Some of the factors that may influence consumer spending on discretionary items
include general economic conditions, high levels of unemployment, pandemics, higher consumer debt levels, reductions in net
worth based on market declines and uncertainty, home foreclosures and reductions in home values, fluctuating interest and
foreign currency exchange rates and credit availability, government austerity measures, fluctuating fuel and other energy costs,
fluctuating commodity prices, inflationary pressure, tax rates and general uncertainty regarding the overall future economic
environment. Global economic conditions are uncertain and volatile, due in part to the potential impacts of increasing inflation,
the potential impacts of geopolitical uncertainties, and any potential sanctions, restrictions or responses to those conditions. For
example, the PRC market presents a number of risks, including changes in laws and regulations, currency fluctuations, increased
competition, and changes in economic conditions, including the risk of an economic downturn or recession, trade embargoes,
restrictions or other barriers, as well as other conditions that may adversely impact consumer spending, any of which could
cause us to fail to achieve anticipated growth. As global economic conditions continue to be volatile or economic uncertainty
remains, trends in consumer discretionary spending also remain unpredictable and subject to reductions due to credit constraints
and uncertainties about the future. Unfavorable economic conditions may lead consumers to delay or reduce purchases of our
products. Consumer demand for our products may not reach our targets, or may decline, when there is an economic downturn or
economic uncertainty in our key markets. Our sensitivity to economic cycles and any related fluctuation in consumer demand
may have a material adverse effect on our financial condition. Our financial condition could be adversely affected...... closed, or
experience worker shortages. Global economic and political conditions could adversely impact our results of operations.
Uncertain or challenging global economic and political conditions could impact our performance, including our ability to
successfully expand internationally. Global economic conditions could impact levels of consumer spending in the markets in
which we operate, which could impact our sales and profitability. Political unrest, such as the turmoil related to current
geopolitical events and the related sanctions, restrictions, or other responses, could negatively impact our guests and employees,
reduce consumer spending, and adversely impact our business and results of operations. We may be unable to source and sell
our merchandise profitably or at all if new trade restrictions are imposed or existing restrictions become more burdensome. The
United States and the countries in which our products are produced or sold have imposed and may impose additional quotas,
duties, tariffs, or other restrictions or regulations, or may adversely adjust prevailing quota, duty, or tariff levels. The results of
any audits or related disputes regarding these restrictions or regulations could have an adverse effect on our financial statements
for the period or periods for which the applicable final determinations are made. Countries impose, modify, and remove tariffs
and other trade restrictions in response to a diverse array of factors, including global and national economic and political
conditions, which make it impossible for us to predict future developments regarding tariffs and other trade restrictions. Trade
restrictions, including tariffs , changes to de minimis thresholds , quotas, embargoes, safeguards, and customs restrictions,
could increase the cost or reduce the supply of products available to us, could increase shipping times, or may require us to
modify our supply chain organization or other current business practices, any of which could harm our business, financial
condition, and results of operations. We are dependent on international trade agreements and regulations. The countries in which
we produce and sell our products could impose or increase tariffs, duties, or other similar charges that could negatively affect
our results of operations, financial position, or cash flows. Adverse changes in, or withdrawal from, trade agreements or political
relationships between the United States and the PRC, Canada, or other countries where we sell or source our products, could
negatively impact our results of operations or cash flows. General geopolitical instability and the responses to it, such as the
possibility of sanctions, trade restrictions, and changes in tariffs, including sanctions against the PRC, tariffs imposed by the
United States and the PRC, and the possibility of additional tariffs or other trade restrictions, could adversely impact our
business. It is possible that further tariffs may be introduced sor increased. Such changes could adversely impact our business
and could increase the costs of sourcing our products from the PRC as well as other countries, or could require us to source our
products from different countries. The Uyghur Forced Labor Prevention Act and other similar legislation may lead to greater
supply chain compliance costs and delays to us and to our vendors. Changes in tax laws or unanticipated tax liabilities could
adversely affect our effective income tax rate and profitability. We are subject to the income tax laws of the United States,



Canada, and several other international jurisdictions. Our effective income tax rates could be unfavorably impacted by a number
of factors, including changes in the mix of earnings amongst countries with differing statutory tax rates, changes in the valuation
of deferred tax assets and liabilities, changes in tax laws, new tax interpretations and guidance, the outcome of income tax audits
in various jurisdictions around the world, and any repatriation of unremitted earnings for which we have not previously accrued
applicable U. S. income taxes and international withholding taxes. Repatriations from our Canadian subsidiaries are not subject
to Canadian withholding taxes if such distributions are made as a return of capital. The extent to which the accumulated earnings
of our Canadian subsidiaries can be repatriated as a return of capital is dependent on, among other things, the amount of paid-
up- capital in our Canadian subsidiaries and transactions undertaken by our exchangeable shareholders. Prior to 2022, we had
not accrued for Canadian withholding taxes because the accumulated earnings of, or' net investment' in, our Canadian
subsidiaries was either indefinitely reinvested or could be repatriated as a return of capital without the payment of withholding
taxes. Since 2022, the net investment in our Canadian subsidiaries, which was not indefinitely reinvested, exceeded the paid- up
capital and therefore we recognized Canadian withholding taxes on the portion of our net investment which we are unable to
repatriate free of withholding tax. In 2624-2025 , assuming there are no exchange transactions by our exchangeable
shareholders, we will continue to recognize Canadian withholding taxes on the accumulated earnings of our Canadian
subsidiaries which are not indefinitely reinvested. We engage in a number of intercompany transactions across multiple tax
jurisdictions. Although we believe that these transactions reflect the accurate economic allocation of profit and that proper
transfer pricing documentation is in place, the profit allocation and transfer pricing terms and conditions may be scrutinized by
local tax authorities during an audit and any resulting changes may impact our mix of earnings in countries with differing
statutory tax rates. At the end of 2020, our Advance Pricing Arrangement (" APA") with the Internal Revenue Service and the
Canada Revenue Agency expired. This APA stipulated the allocation of certain profits between the U. S. and Canada. We are
currently in the process of negotiating the renewal of this arrangement and the final agreed upon terms and conditions thereof
could impact our effective tax rate. Current economic and political conditions make tax rules in any jurisdiction, including the
United States and Canada, subject to significant change. Changes in applicable U. S., Canadian, or other international tax laws
and regulations, or their interpretation and application, including the possibility of retroactive effect, could affect our income tax
expense and profitability, as they did in fiscal 2017 and fiscal 2018 upon passage of the U. S. Tax Cuts and Jobs Act, and in
2020 with the passage of the Coronavirus Aid, Relief, and Economic Security Act. Certain provisions of the Inflation Reduction
Act passed in 2022, including a 15 % corporate alternative minimum tax, as well as the similar 15 % global minimum tax under
the Organization for Economic Cooperation and Development' s Pillar Two Global Anti- Base Erosion Rules, may impact our
income tax expense, profitability, and capital allocation decisions in the future . Our failure to comply with trade and other
regulations could lead to investigations or actions by government regulators and negative publicity. The labeling, distribution,
importation, marketing, and sale of our products, as well as components of our products, including chemicals, are subject to
extensive regulation by various regulatory bodies. These include federal agencies such as the Federal Trade Commission,
Consumer Product Safety Commission and state attorneys general in the United States, the Competition Bureau and Health
Canada in Canada, the State Administration for Market Regulation of the PRC, General Administration of Customs of the PRC,
as well as other federal, state, provincial, local, and international regulatory authorities in the countries in which our products are
distributed or sold. Our ability to track and respond to regulations may not be sufficient to meet the increased number
and complexity of regulations we are subject to globally. [ we fail to comply with any of these regulations, we could become
subject to enforcement actions or the imposition of significant penalties or claims, which could harm our results of operations or
our ability to conduct our business. In addition, any audits and inspections by governmental agencies related to these matters
could result in significant settlement amounts, damages, fines, or other penalties, divert financial and management resources,
and result in significant legal fees. An unfavorable outcome of any particular proceeding could have an adverse impact on our
business, financial condition, and results of operations. In addition, the adoption of new regulations or changes in the
interpretation of existing regulations , or changes in consumer perceptions of the components of our products, may result in
significant compliance costs or discontinuation of product sales and could impair the marketing of our products, resulting in
significant loss of net revenue. Our international operations are also subject to compliance with the U. S. Foreign Corrupt
Practices Act (" FCPA") and other anti- bribery laws applicable to our operations. In many countries, particularly in those with
developing economies, it may be a local custom that businesses operating in such countries engage in business practices that are
prohibited by the FCPA or other U. S. and international laws and regulations applicable to us. As we expand our operations
across multiple jurisdictions, we could be subject to conflicting laws, or differing consumer sentiment on application of laws,
that could lead to non- compliance which could have an adverse effect on our operations. Although we have implemented
procedures designed to ensure compliance with the FCPA and similar laws, some of our employees, agents, or other partners, as
well as those companies to which we outsource certain of our business operations, could take actions in violation of our policies.
Any such violation could have a material and adverse effect on our business. As we expand internationally, we are subject to
complex employee regulations, and if we fail to comply with these regulations, we could be subject to enforcement actions or
negative employee relations which could harm our results of operations. Because a significant portion of our net revenue and
expenses are generated in countries other than the United States, fluctuations in foreign currency exchange rates have affected
our results of operations and may continue to do so in the future. The functional currency of our international subsidiaries is
generally the applicable local currency. Our consolidated financial statements are presented in U. S. dollars. Therefore, the net
revenue, expenses, assets, and liabilities of our international subsidiaries are translated from their functional currencies into U.
S. dollars. Fluctuations in the value of the U. S. dollar affect the reported amounts of net revenue, expenses, assets, and
liabilities. Foreign currency exchange differences which arise on translation of our international subsidiaries' balance sheets into
U. S. dollars are recorded as other comprehensive income (loss), net of tax in accumulated other comprehensive income or loss
within stockholders' equity. We also have exposure to changes in foreign currency exchange rates associated with transactions



which are undertaken by our subsidiaries in currencies other than their functional currency. Such transactions include
intercompany transactions and inventory purchases denominated in currencies other than the functional currency of the
purchasing entity. As a result, we have been impacted by changes in foreign currency exchange rates and may be impacted for
the foreseeable future. The potential impact of currency fluctuation increases as our international expansion increases. Although
we use financial instruments to hedge certain foreign currency risks, these measures may not succeed in fully offsetting the
negative impact of foreign currency rate movements. We are exposed to credit- related losses in the event of nonperformance by
the counterparties to forward currency contracts used in our hedging strategies. Our financial condition could be adversely
affected by global or regional health events such as the COVID- 19 pandemic and related government,private sector,and
individual consumer responsive actions.The COVID- 19 pandemic negatively impacted the global economy,disrupted consumer
spending and global supply chains,and created significant volatility and disruption of financial markets.The COVID- 19
pandemic and related government,private sector,and individual consumer responsive actions negatively impacted our business
operations,store traffic,employee availability,supply chain,financial condition,liquidity,and cash flows.The occurrence or
resurgence of global or regional health events such as the COVID- 19 pandemic,and the related governmental,private sector and
individual consumer responses,could contribute to a recession,depression,or global economic downturn,reduce store traffic and
consumer spending,result in temporary or permanent closures of retail locations,offices,and factories,and could negatively
impact the flow of goods.Such events could cause health officials to impose restrictions and recommend precautions to mitigate
the health crisis such as the temporary closure of our stores,limitations on the number of guests allowed in our stores at any
single time,minimum physical distancing requirements,and limited operating hours.A health event such as the COVID- 19
pandemic could also negatively impact our employees,guests,and brand by reducing consumer willingness to visit
stores,malls,and lifestyle centers,and employee willingness to staff our stores.A global or regional health event may also cause
long- term changes to consumer shopping behavior,preferences and demand for our products that may have a material adverse
effect on our business.A global or regional health event such as the COVID- 19 pandemic could significantly and adversely
impact our supply chain if the factories that manufacture our products,the distribution centers where we manage our
inventory,or the operations of our logistics and other service providers are disrupted,temporarily closed,or experience worker
shortages. Risks related to intellectual property Our fabrics and manufacturing technology generally are not patented and can be
imitated by our competitors. If our competitors sell products similar to ours at lower prices, our net revenue and profitability
could suffer. The intellectual property rights in the technology, fabrics, and processes used to manufacture our products
generally are owned or controlled by our suppliers and are generally not unique to us. Our ability to obtain intellectual property
protection for our products is therefore limited. We hold limited patents and exclusive intellectual property rights in the
technology, fabrics or processes underlying our products. As a result, our current and future competitors are able to manufacture
and sell products with performance characteristics, fabrics and styling similar to our products. Because many of our competitors
have significantly greater financial, distribution, marketing, and other resources than we do, they may be able to manufacture
and sell products based on our fabrics and manufacturing technology at lower prices than we can. If our competitors sell
products similar to ours at lower prices, our net revenue and profitability could suffer. Our failure or inability to protect our
intellectual property rights could diminish the value of our brand and weaken our competitive position. We currently rely on a
combination of patent, copyright, trademark, trade dress, trade secret, and unfair competition laws, as well as confidentiality
procedures and licensing arrangements, to establish and protect our intellectual property rights. The steps we take to protect our
intellectual property rights may not be adequate to prevent infringement of these rights by others, including imitation of our
products and misappropriation of our brand. In addition, any of our intellectual property rights may be challenged, which could
result in them being narrowed in scope or declared invalid or unenforceable, or our intellectual property protection may be
unavailable or limited in some international countries where laws or law enforcement practices may not protect our intellectual
property rights as fully as in the United States or Canada, and it may be more difficult for us to successfully challenge the use of
our intellectual property rights by other parties in these countries. If we fail to protect and maintain our intellectual property
rights, the value of our brand could be diminished, and our competitive position may suffer. Our trademarks, patents, and other
proprietary rights could potentially conflict with the rights of others and we may be prevented from selling some of our
products. Our success depends in large part on our brand image. We believe that our trademarks, patents, and other proprietary
rights have significant value and are important to identifying and differentiating our products from those of our competitors and
creating and sustaining demand for our products. We have applied for and obtained some United States, Canada, and
international trademark registrations and patents, and will continue to evaluate additional trademarks and patents as appropriate.
However, some or all of these pending trademark or patent applications may not be approved by the applicable governmental
authorities. Moreover, even if the applications are approved, third parties may seek to oppose or otherwise challenge these
applications or registrations. Additionally, we may face obstacles as we expand our product line and the geographic scope of our
sales and marketing. Third parties may assert intellectual property claims against us, particularly as we expand our business and
the number of products we offer. Our defense of any claim, regardless of its merit, could be expensive and time consuming and
could divert management resources. Successful infringement claims against us could result in significant monetary liability or
prevent us from selling some of our products. In addition, resolution of claims may require us to redesign our products, license
rights from third parties, or cease using those rights altogether. Any of these events could harm our business and cause our
results of operations, liquidity, and financial condition to suffer. We have been, and in the future may be, sued by third parties
for alleged infringement of their proprietary rights. There is considerable patent and other intellectual property development
activity in our market, and litigation, based on allegations of infringement or other violations of intellectual property, is frequent
in the fitness and technology industries. Furthermore, it is common for individuals and groups to purchase patents and other
intellectual property assets for the purpose of making claims of infringement to extract settlements from companies like ours.
Our use of third- party content, including music content, software, and other intellectual property rights may be subject to claims



of infringement or misappropriation. We cannot guarantee that our internally developed or acquired technologies and content do
not or will not infringe the intellectual property rights of others. From time to time, our competitors or other third parties may
claim that we are infringing upon or misappropriating their intellectual property rights, and we may be found to be infringing
upon such rights. Any claims or litigation could cause us to incur significant expenses and, if successfully asserted against us,
could require that we pay substantial damages or ongoing royalty payments, prevent us from offering our platform or services or
using certain technologies, force us to implement expensive work- arounds, or impose other unfavorable terms. We expect that
the occurrence of infringement claims is likely to grow as the market for fitness products and services grows and as we
introduce new and updated products and offerings. Accordingly, our exposure to damages resulting from infringement claims
could increase and this could further exhaust our financial and management resources. Any of the foregoing could prevent us
from competing effectively and could have an adverse effect on our business, financial condition, and operating results. Risks
related to legal and governance matters We are subject to periodic claims and...... our guests and our brand image. Our business
could be negatively affected as a result of actions of aetivist-stockholders , activists, or others. We may be subject to actions or
proposals from stockholders , political or consumer activists, or others that may not align with our business strategies or the
interests of our other stockholders. Activism could include geopolitical conflict between the PRC and other countries.
Responding to such actions can be costly and time- consuming, disrupt our business and operations, and divert the attention of
our board of directors, management, and employees from the pursuit of our business strategies. Such activities could interfere
with our ability to execute our strategic plan. Aetivist-stoekholders-Stockholders , political or consumer activists, or others
may create perceived uncertainties as to the future direction of our business or strategy which may be exploited by our
competitors and may make it more difficult to attract and retain qualified personnel and potential guests, and may affect our
relationships with current guests, vendors, investors, and other third parties. In addition, a proxy contest for the election of
directors at our annual meeting would require us to incur significant legal fees and proxy solicitation expenses and require
significant time and attention by management and our board of directors. The perceived uncertainties as to our future direction
also could affect the market price and volatility of our securities =We are subject to periodic claims and litigation that could
result in unexpected expenses and could ultimately be resolved against us.From time to time,we are involved in litigation and
other proceedings,including matters related to product liability claims,stockholder class action and derivative claims,commercial
disputes and intellectual property,as well as trade,regulatory,employment,and other claims related to our business.Any of these
proceedings could result in significant settlement amounts,damages,fines,or other penalties,divert financial and management
resources,and result in significant legal fees.An unfavorable outcome of any particular proceeding could exceed the limits of our
insurance policies or the carriers may decline to fund such final settlements and / or judgments and could have an adverse
impact on our business,financial condition,and results of operations.In addition,any proceeding could negatively impact our
reputation among our guests and our brand image . . Anti- takeover provisions of Delaware law and our certificate of
incorporation and bylaws could delay and discourage takeover attempts that stockholders may consider to be favorable. Certain
provisions of our certificate of incorporation and bylaws and applicable provisions of the Delaware General Corporation Law
may make it more difficult or impossible for a third- party to acquire control of us or effect a change in our board of directors
and management. These provisions include: « the classification of our board of directors into three classes, with one class elected
each year; * prohibiting cumulative voting in the election of directors; ¢ the ability of our board of directors to issue preferred
stock without stockholder approval; * the ability to remove a director only for cause and only with the vote of the holders of at
least 66 2 /3 % of our voting stock; ¢ a special meeting of stockholders may only be called by our chairman or Chief Executive
Officer, or upon a resolution adopted by an affirmative vote of a majority of the board of directors, and not by our stockholders;
« prohibiting stockholder action by written consent; and * our stockholders must comply with advance notice procedures in order
to nominate candidates for election to our board of directors or to place stockholder proposals on the agenda for consideration at
any meeting of our stockholders. In addition, we are governed by Section 203 of the Delaware General Corporation Law which,
subject to some specified exceptions, prohibits" business combinations" between a Delaware corporation and an" interested
stockholder," which is generally defined as a stockholder who becomes a beneficial owner of 15 % or more of a Delaware
corporation' s voting stock, for a three- year period following the date that the stockholder became an interested stockholder.
Section 203 could have the effect of delaying, deferring, or preventing a change in control that our stockholders might consider
to be in their best interests. ITEM 1C. CYBERSECURITY Risk Management and Strategy Our business operations and
relationships with customers and suppliers are heavily reliant on technology. We operate a cybersecurity program designed to
assess our security risks and threats, to manage those risks and protect our technology systems and data, and to detect and
respond to cybersecurity incidents. We manage strategic risks, including cybersecurity risk, through our Enterprise Risk
Management program which has direct involvement from the board of directors, the audit committee, and senior management.
Through this process, we have identified cybersecurity as a risk management pr10r1ty Governance Our board of directors
provides-is responsible for the over51ght of cybersecurity risks and has delegated primary responsibility to the audit committee,
which is responsible for overseeing our enterprise risk assessments and management policies, procedures, and practices
(including regarding those risks related to information security, cybersecurity, and data protection). The audit committee
maintains a cybersecurity sub- committee that is comprised of our EVP, Chief Information Officer (" CIO"), our SVP, Chief
Information Security Officer (" CISO"), and representatives from the audit committee and board of directors that have
knowledge and experience in cybersecurity matters. The cybersecurity sub- committee reviews our cybersecurity risk
assessments and the steps being taken to monitor, control, and report on those risks as well as discusses regulatory and market
developments. They also review our process for identifying and responding to cybersecurity incidents in a timely manner, and
details of cybersecurity attacks or incidents which have occurred. Management generally meets with, and provides reports to, the
cybersecurity sub- committee on a quarterly basis. Our CIO and CISO also meet with and provide reports to the audit committee
at least quarterly. The board of directors receives periodic reports regarding the activities of the cybersecurity sub- committee.



These reports and meetings are designed to inform the board of directors and committees about the current state of our
information security program including cybersecurity risks, the nature, timing, and extent of cybersecurity incidents, if any, and
the resolution of such matters. Cybersecurity Program and Incident Response Our CISO is responsible for our cybersecurity
program, including risk assessments, information security activities, and controls. The CISO is responsible for establishing and
maintaining corporate information security policies and overseeing our risk management activities, which prioritize
vulnerability management, risk reduction, and prevention. Our CISO also leads our Cyber Defense and Incident Response (“
CDIR ) team which identifies, assesses, escalates, and remediates cybersecurity incidents. Our earrest-CISO has over 25-30
years of eXperlence in tn%efmaﬁen—the ﬁeld of seetuafyhcybersecurlty aefess-d-lffefeﬂt—mdusfﬂes—m—t-he—U-S— brmglng Eufepe—

aﬁd-bfmgs-extenqlve understandmg expefwﬂee—aﬁd—kﬂew%edge-of cybersecurlty ﬂslema-nagemeﬂt—threats, regulatory
compliance, and industry best practices . The CDIR team monitors tdentifies;tracks; reviews-assesses;-and manages takes

aettons-overkey cybersecurity risks , including threats related batnothmited-to —-third parties ~venders-, (H-cloud security,
Gi-malicious code, veurdigital-c- commerce ehannels-and-systems, and ¢A-eur-store technology. It Fhre-EBHR-teanalso
conducts security undertakes-enterprise-arehiteeture-rcvicws, eonsiders-assesses vulnerabilities, and analyzes threat
mtelllgence to strengthen our cyber defense—defenses and incident response efforts findings;performs-vilnerabilityseans;and
ysis—. As part of our cybersecurity program, we conduct cybersecurity
awareness tralnlng including phishing elmulatlons and qupplemental campaigns as well as mandatory e- learning for all our
employees. Our employees have multiple mechanisms for reporting cybersecurity and data privacy concerns. We work with
third- party cybersecurity advisors to undertake assessments of our critical systems and to remediate any high- risk
vulnerabilities identified. We also engage third parties to perform penetration testing on our key systems to identify potential
weaknesses. As part of our cyber incident response plan, we utilize an established framework to assess the severity of
cybersecurity incidents. Under the plan, incidents are escalated to relevant senior management, and the board of directors, as
appropriate, based on their severity. Our disclosure committee assesses the materiality of severe incidents including both
quantitative and qualitative factors. Third Parties We utilize third- party service providers as a normal part of our business
operations. To address cybersecurity risks arising from our relationships with third- party service providers, we employ a vendor
risk program. We monitor risks relating to potential compromises of sensitive information at our third- party service providers
and re- evaluate the risks associated with our partners periodically. Prior to exchanging our data with third- party service
providers, they are required to go through a vendor risk assessment. We also conduct third- party security reviews and evaluate
their network, processes, and systems. In addition, we obtain annual attestation reports related to data security and privacy from
certain third- party service providers to further support compliance with industry- standard cybersecurity protocols. Impact of
Cybersecurity Risks on Strategy and Results As Based-onthe-infermationavailable-as-of the date of this Annual-annual Report

report , we have-are not aware of been-materially-affeeted-by-any previous-cybersecurity incidents that have had a material
impact on our business . However , like many companies , we continue to experierree-face ongoing cyber threats —attaeks-,

including phishing yand other aftempts—te—bfea-l&ef—g&m—unauthorlzed access to-our-systems-that-attempts, which if successful
could have a matertally—- material 1mpact affeetus-in the future. For farther-more information, see “ Risks related to
information security and technology ™ included in Item 1 A. Risk Factors of this Annual-annual Repertreport . [TEM 2.
PROPERTIES




