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purpose.
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FORWARD-LOOKING INFORMATION

non non

Throughout this report, references to the "Company," "we," "us" and "our" refer to Crocs, Inc. and its consolidated subsidiaries, unless the
context indicates otherwise.

Statements in this Form 10-K and in documents incorporated by reference herein (or otherwise made by us or on our behalf) contain
"forward looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. In addition, we may make other
written and oral communications from time to time that contain such statements. Forward looking statements include statements as to industry
trends and our future expectations and other matters that do not relate strictly to historical facts and are based on certain assumptions of our
management. These statements are often identified by the use of words such as "may," "will," "expect," "believe," "anticipate," "intend,"
"could," "estimate," "are likely" or "continue," and similar expressions or variations. These statements are based on the beliefs and assumptions
of our management based on information currently available to us. Such forward looking statements are subject to risks, uncertainties and other
factors that could cause actual results to differ materially from future results expressed or implied by such forward looking statements. Important
factors that could cause actual results to differ materially from the forward looking statements include, without limitation, the following risk
factors:

non non

macroeconomic issues, including, but not limited to, the current global financial crisis;

our ability to effectively manage our future growth or declines in revenue;

changing fashion trends;

our ability to maintain and expand revenues and gross margin, net of the impact of sales of impaired inventories;

our management and information systems infrastructure;

our ability to repatriate cash held in foreign locations in a timely and cost-effective manner;

our ability to maintain compliance with our debt covenants;

our ability to maintain sufficient liquidity;

our ability to develop and sell new products;

our ability to obtain and protect intellectual property rights;

our reliance on third-party manufacturing and logistics providers for the production and distribution of products;

our ability to anticipate difficulties or disruptions to our manufacturing operations;

our reliance on a limited source supply for certain raw materials;
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inherent risks associated with the manufacture, distribution and sale of our products overseas;

our ability to meet the estimates or expectations of public market analysts and investors;

seasonal variations in our business;

our ability to accurately anticipate and respond to seasonal or quarterly fluctuations in demand for our products;

our ability to maintain effective internal controls;

our defense and the ultimate outcome of a pending class action lawsuit;

our ability to attract, assimilate and retain adequate talent;
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our ability to maintain and improve business relationships with third parties selling our products;

the effect of competition in our industry;

our ability to successfully integrate and grow acquired businesses and brands; and

the effect of potential adverse currency exchange rate fluctuations.

We caution the reader to carefully consider all such factors, including those described in Item 1A. "Risk Factors". Furthermore, such
forward looking statements speak only as of the date of this report. We undertake no obligation to update any forward looking statements to
reflect events or circumstances after the date of such statements.

PART I

ITEM 1. Business
Overview

We are a designer, manufacturer, distributor, worldwide marketer and brand manager of footwear for men, women, and children. We aspire
to bring comfort, fun and innovation to the world's feet. We strive to be the global leader in molded footwear design and development. We
manufacture a product offering that provides new and exciting molded footwear products that feature fun, comfort and functionality. We also
design and sell a broad offering of footwear and accessories that utilize our proprietary closed cell-resin, called Croslite. Our Croslite material is
unique in that it enables us to produce an innovative, lightweight, non-marking, and odor-resistant shoe. Certain shoes made with the Croslite
material have been certified by U.S. Ergonomics to reduce peak pressure on the foot, reduce muscular fatigue while standing and walking and to
relieve the musculoskeletal system.

Since the initial introduction and popularity of our Beach and Cayman (soon to be renamed Crocs Classic) designs, we have expanded our
Croslite products to include a variety of new styles and products and have extended our product reach through the acquisition of new brand
platforms such as Jibbitz, LLC ("Jibbitz") and Ocean Minded, Inc. ("Ocean Minded"). We intend to continue branching out into other types of
footwear, bringing a unique and original perspective to the consumer in styles that may be unexpected from Crocs. In part, we believe this will
help us to continue to build a stable year-round business as we look to offer more winter-oriented styles. All of our products are designed to
allow the product to be defined by comfort, fun, and function.

Our marketing approach is also becoming significantly more focused on a defined target consumer. The majority of our marketing efforts
surround specific product launches and employ a fully integrated approach utilizing a variety of media outlets. Our marketing efforts strive to
drive business to both our wholesale partners and our company-owned retail and internet stores, ensuring that our presentation and story are first
class and drive purchasing at the point of sale.

We currently sell our Crocs-branded products throughout the U.S. and in more than 100 countries. We sell our products through domestic
and international retailers and distributors and directly to end-user consumers through our webstores, Company-operated retail stores, outlets and
kiosks. The broad appeal of our footwear has allowed us to market our products to a wide range of distribution channels, including department
stores and traditional footwear retailers as well as a variety of specialty and independent retail channels.

Our History

We were organized as a limited liability company in 1999 and began marketing and distributing footwear products in the U.S. under the
Crocs brand in 2002, shortly after completing our first footwear design produced by Foam Creations, Inc. and Finproject N.A., Inc. (now known
as Crocs
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Canada Inc.) ("Crocs Canada"). The unique characteristics of the Croslite material, developed by Crocs Canada, enabled us to offer consumers
an innovative shoe unlike any other footwear model then available. Initially, we targeted our products to water sports enthusiasts, but the
comfort and functionality of our products appealed to a more diverse group of consumers who used our footwear for a wide range of activities.
To capitalize on the broad appeal of our footwear, we expanded our sales infrastructure, strengthened our senior management team, and
developed relationships with a range of retailers in the U.S. In June 2004, we acquired Crocs Canada, including its manufacturing operations,
product lines, and rights to the trade secrets for the Croslite material. Beginning in June 2004, we significantly expanded all aspects of our
operations in order to take advantage of what we believed was an attractive market opportunity. We converted to a Colorado corporation in
January 2005 and reincorporated in Delaware in June 2005. We completed our initial public offering on February 8, 2006.

From 2002 until 2007, our business grew tremendously, both organically and through acquisitions that we believe leveraged our business
model.

In 2006, we added:

Jibbitz, LLC which produces unique charms specifically suited to fit into Crocs shoes;

Fury Hockey Inc., formerly 55 Hockey Products Inc. ("Fury"), which produced and distributed hockey, soccer and lacrosse
equipment manufactured with Croslite. In June 2008, the Company decided to liquidate Fury after efforts to sell the entity

were unsuccessful; and

EXO Italia ("EXO"), which designs and develops EVA (Ethylene Vinyl Acetate) based finished products, primarily for the
footwear industry.

In 2007, we added:

Ocean Minded, Inc. which produces sandals primarily for the beach, action and adventure market;

Bite, LLC ("Bite"), a manufacturer of performance shoes and sports sandals sold worldwide in five categories, including,
golf, adventure, healthy lifestyle, travel and water sports; and

YOU by Crocs , a women's fashion line that combines comfort with fashionable styles.

In 2008, we added:

Tagger International B.V. ("Tagger"), a manufacturer of messenger bags.

As of December 31, 2009, we continued to operate and sell our products through the Crocs, Jibbitz, Ocean Minded, and YOU by Crocs
brands. Other brands, including Fury, Bite, and Tagger have been discontinued.

Recent Events

From our inception through the year ended December 31, 2007, we experienced rapid revenue growth and had difficulty meeting demand
for our footwear products. During this period, we significantly increased production capacity, warehouse space and inventory in an effort to
meet demand. This pattern changed in 2008. Our revenue growth moderated in the three month period ended March 31, 2008 and began to
decline through the balance of our 2008 fiscal year. This trend continued into 2009. During this time, our total revenues declined from
$847.4 million in the year ended December 31, 2007 to $645.8 million during the year ended December 31, 2009. Should the global economic
conditions deteriorate further, we may experience further revenue declines in the Americas, European and Asian markets. Should we fail to
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develop and effectively merchandise new products that appeal to the consumer, we may not be able to compete effectively and may experience
further declines in revenues. See Item IA, "Risk Factors," for further discussion.
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During 2008 and 2009, we incurred significant charges related to restructuring and other activities undertaken to right-size our business and
migrate away from non-brand processes. These charges include fixed asset impairments, intangible asset impairments, contract termination
charges, severance, facility consolidation and other related expenses. See Item 7, "Management's Discussion and Analysis of Financial
Condition and Results of Operations," for further discussion of our financial condition and outlook, including asset impairments, restructuring
activities and reductions in selling, general and administrative costs. While it is not currently our expectation to do so, we may continue to incur
operating losses during fiscal year 2010, particularly if our revenues fall short of current expectations. In the event that revenues and product
demand fall short of our current expectations, we will need to take further actions to reduce operating costs.

Product Overview

While the majority of our products consist of footwear, we also offer accessories and apparel which consisted of 4.7% of our total revenue
during the year ended December 31, 2009. The Crocs footwear products are divided into four categories: Core, Active, Casual and Style. Our
Core product range is composed of primarily molded products that are derivatives of the original Beach and Cayman (soon to be renamed Crocs
Classic) designs. The Core product range is targeted toward a wide range of distribution channels and consumers. Our Active product range is
composed of footwear intended for healthy living. It includes sport-inspired products that offer active end uses like boating, walking, and hiking
as well as for recovery after workouts. The Active products are targeted primarily toward our wholesale and consumer direct channels focusing
on customers interested in healthy lifestyle products. The Casual product range offers sporty and relaxed design inspirations. Casual products are
targeted towards a broad range of customers. The Style product range is comprised of stylish products which are intended to broaden the
wearing occasion for Crocs lovers. These designs are targeted towards department stores and fashion and specialty retail accounts.

Footwear

A key differentiating feature of our footwear products is the Croslite material, which is uniquely suited for comfort and functionality. We
have carefully formulated the Croslite material to be of a density that creates a comfortable shoe with non-marking footwear that is extremely
lightweight. Croslite material conforms to the shape of the foot, often reducing pressure points on the foot to increase comfort. Croslite material
is a closed cell resin, which is water resistant and virtually odor free, and allows many of our footwear products to be cleaned simply with water.
As we have expanded our Crocs brand product offering, we have incorporated traditional materials such as textile fabric and leather into our
products. However, we continue to utilize the Croslite material for the foot bed, sole and other key structural components for the majority of
these new products.

Our footwear offering has grown significantly since we first introduced our Crocs product line in 2002 with a single model in six colors.
Some of the more notable developments are listed below.

We expanded our Crocs product line from 25 models in 2006 to over 230 models in 2009, including Ocean Minded, and
YOU by Crocs footwear models.

We introduced a shoe donation program currently operating under our "Crocs Cares" program. We have donated millions of
Crocs shoes to those in need in both the local and global communities we serve. Another goal of the Crocs Cares program is
to establish a comprehensive program focused on internal team building and community impact by providing our employees

the opportunity to volunteer in their community.

We extended licensing agreements with Disney, Nickelodeon, Marvel, DC Comics, Warner Bros., and select college and
professional leagues, among others, for Crocs branded footwear and Jibbitz shoe charms. We also introduced a limited
edition line of footwear and Jibbitz charms
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featuring such popular characters as Cinderella, Ariel, Mickey Mouse, Sponge Bob Square Pants, Dora the Explorer,
Spiderman and Batman.

We expanded our Crocs Work product selection to include 12 styles (including both molded and leather footwear) for the
hospital, restaurant, hotel and hospitality markets, effectively broadening sales in the commercial footwear industry. We
received industry certifications on slip-resistance and electro-static discharge on various work styles. We have diversified
and expanded our sales by engaging our three primary channels: wholesale, retail and internet, including establishing

distribution with leading uniform supply companies to penetrate large hospitality chains, laboratories and clean-rooms.

We expanded our medical-needs footwear (Crocs Rx) to six styles, capturing broader markets for general footcare and
diabetic needs. We achieved a landmark by becoming the number one selling medical footwear in the U.S. with distribution
in 3,800+ podiatry offices and medical shoe stores. We also received the 2008 "Company of the Year" award from the
American Podiatric Medical Association and are the first shoe company to ever receive this award for "greatest impact on
the field of podiatry.” We have expanded our Crocs Rx sales in Europe, Asia and India with low-cost, lightweight footwear
appropriate for people with diabetes. We have also received Medicare approval for reimbursement on custom diabetic shoes.

We expanded into new footwear categories, including our Style and Active categories, by designing new footwear using our
in-house design team as well as recognized footwear design experts. As part of this strategy, we acquired EXO in 2006,
which expanded the capabilities of our in-house design team. EXO is based in Padova, Italy and is an Italian producer of

EVA (Ethylene Vinyl Acetate) based finished products, primarily for the footwear industry.

We acquired substantially all of the assets of Ocean Minded, a designer and manufacturer of high quality leather and EVA
footwear, sandals and printed apparel. Headquartered in San Clemente, California, Ocean Minded is positioned as an "ocean
lifestyle" brand with deep roots in the beach and surf culture. The brand is also gaining traction within the inland outdoor
and mainstream footwear channels. Ocean Minded utilizes recycled materials throughout its entire product line and engages
in environmental manufacturing processes whenever possible. In addition, as the name implies, the brand takes an active role
in protecting the oceans, rivers and beaches through beach clean-ups, support of the Surfrider Foundation and through
various other charitable efforts.

Footwear sales made up 94.6%, 91.6%, and 90.1% of total revenues for the years ended December 31, 2009, 2008, and 2007, respectively.
Sales of our Beach and Cayman (soon to be renamed Crocs Classic) models accounted for 16%, 25%, and 30% of total unit sales for the years
ended December 31, 2009, 2008 and 2007, respectively. We believe that the declining percentage of our original styles is reflective of our efforts
to diversify our product offering and reduce reliance on original styles. We intend to continue to evaluate our product offerings to develop
product collections in assortments that can be merchandised effectively to the consumer through wholesale and consumer direct channels. As
such, we expect that our future product offerings will be more focused by category and segmented by channel. As a result, we expect our style
count to increase as we better service our channels with differentiated products.

During the year ended December 31, 2009, approximately 77% of our sales consisted of products geared towards adults compared to 23%
of sales for products geared towards children.

Accessories and Apparel

Accessories. In addition to our footwear products, we own the Jibbitz brand, a unique accessory brand with colorful snap-on charms
specifically suited for Crocs shoes. We acquired Jibbitz in

10
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December 2006 and have expanded the product line to include a wide variety of charms in varying shapes and sizes, with designs such as
flowers, sports gear, seasonal and holiday designs, animals, symbols, letters and rhinestones. Crocs licensing agreements also extend to Jibbitz,
which allows Jibbitz to create designs bearing logos and emblems of Disney, MLB and the Crocs collegiate line, among others. Jibbitz designs
allow Crocs consumers to personalize their footwear to creatively express their individuality. As of December 31, 2009, approximately 1,200
unique Jibbitz charm designs were available to consumers for personalizing their Crocs footwear.

Apparel. 1n 2007, we expanded our clothing line and launched a new clothing line for boys, girls and men featuring Croslite material. In
2009, we continued to scale back our apparel product offering, making it available in only in a few, select markets on a limited basis.

Operating Segments

We have three reportable segments: Americas, Europe and Asia. All of the reportable segments derive their revenue from the sale of
footwear, apparel and accessories. Within each segment, we sell our products through our wholesale, retail and internet channels, which are
described more fully below.

We evaluate the performance of our segments based primarily on the results of the segment without allocating corporate expenses, or
indirect general, administrative and other expenses. The corporate and other category includes (i) Ocean Minded, (ii) Colorado Footwear CV and
(iii) corporate category, which maintains corporate costs such as stock-based compensation, research and development, brand marketing, legal
expenses, depreciation on global long-lived assets such as molds, tooling, IT systems, and other global costs that are not allocated to the regions.
Segment profits or losses include adjustments to eliminate intercompany profit or losses on intercompany sales. Net revenues as shown below
represent sales to external customers for each segment.

Financial information regarding our consolidated revenues, profits and total assets is included in our consolidated financial statements
beginning on page F-1. Information relating to our operating segments is included in Note 17 of our consolidated financial statements.

Americas Segment

The Americas Segment consists of revenue and expenses related to the sale of our products in North and South America. Our Americas
wholesale channel consists of sales to a broad range of sporting goods and department stores as well as specialty retailers. We also sell our
products directly to the consumer through 182 company-owned store locations, including company-operated kiosks and retail stores in such
locations as New York, Boston and Maui in the U.S., Montreal, Quebec in Canada, as well as through our webstores. In 2009, our Americas
segment constituted 46.1% of our consolidated revenues compared to 50.1% in 2008 and 59.0% in 2007. In 2009, 83.9% of our Americas
revenues were generated in the U.S., the largest sales territory in the Americas region, compared to 86.5% in 2008 and 88.0% in 2007.

Asia Segment

The Asia Segment consists of revenue and expenses related to the sale of our products throughout Asia, Australia, New Zealand, the Middle
East and South Africa. Our Asia wholesale channel consists of sales to a broad range of retailers, similar to the wholesale channel we have
established in our Americas Segment. We also sell our products directly to the consumer through 119 company-owned store locations, including
Company-operated kiosks and retail stores in such locations as Beijing, Johannesburg and Yokohama City as well as through our webstores. In
2009, our Asia segment constituted 36.8% of our consolidated revenues compared to 28.4% in 2008 and 19.8% in 2007. In 2009, 41.7% of our
Asia revenues were generated in Japan, the largest sales territory in the Asia region, compared to 47.4% in 2008 and 48.6% in 2007. We
occasionally utilize sales agents and buying

11
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groups in our international locations to service our wholesale customers. We established a direct sales presence in most major international
markets, rather than relying on distributors, which we believe enables us to obtain better margins and allows us to better control our marketing
and distribution.

Europe Segment

The Europe Segment consists of revenue and expenses related to the sale of our products throughout Europe and Russia. Our Europe
wholesale channel consists of sales to a broad range of retailers, similar to the wholesale channel we have established in our Americas Segment.
We also sell our products directly to the consumer through 16 company-owned store locations, including company-operated kiosks and retail
stores in such locations as London, England, Hamburg, Germany, and Turku, Finland as well as through our webstores. In 2009, our Europe
segment constituted 16.6% of our consolidated revenues compared to 20.9% in 2008 and 21.2% in 2007. We occasionally utilize sales agents
and buying groups in our international locations to service our wholesale customers. We established a direct sales presence in most major
international markets, rather than relying on distributors, which we believe enables us to obtain better margins and allows us to better control our
marketing and distribution.

Sales and Distribution

In each of our segments, we sell our products through three channels: wholesale, retail and internet. Financial information regarding our
revenues, profits and total assets is included in our consolidated financial statements beginning on page F-1. Information relating to our
operating segments is included in Note 17 of our consolidated financial statements.

Wholesale and Distributor Sales

In 2009, approximately 62.6% of our net revenues were derived from sales through our wholesale channel compared to 76.5% in 2008 and
90.8% in 2007. Our wholesale channel consists of sales to distributors and third-party retailers including national and regional retail chains,
department stores, sporting goods stores and specialty retailers, such as Nordstrom, Dick's Sporting Goods, The Sports Authority, Dillard's, The
Forzani Group and Journeys. No single customer accounted for 10% or more of our revenues for the year ended December 31, 2009, 2008 or
2007. We believe we have established strong domestic and international wholesale customer channels.

We use distributors in select markets where we believe such arrangements are preferable to direct sales. In markets where we use
third-party distributors, these distributors purchase products pursuant to a price list and are granted the right to resell the products in a defined
territory, usually a country or group of countries. Our typical distribution agreements have terms of one to four years, are generally terminable
on 30 days' notice prior to the end of the term or on thirty days prior notice at any time, and require our distributors to meet a minimum sales
threshold. We will accept returns from wholesale and distributor customers for defective products, quality issues, and shipment errors on an
exception basis at the sole discretion of our management. We may also accept returns from our wholesale and distributor customers, on an
exception basis at the sole discretion of management, for the purpose of stock re-balancing to ensure that our products are merchandised in the
proper assortments. Additionally, at the sole discretion of management, we may provide markdown allowances to key wholesale and distributor
customers to facilitate the "in-channel" markdown of products where we have experienced less than anticipated sell-through.

Our domestic accounts are primarily serviced through our internal sales force, which focuses on selling the appropriate mix and quantity of
our products to our retail accounts. They ensure our products are displayed effectively at retail locations and educate our retailers about our
Crocs brand and the quality of our products.

12
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Our financial success in the wholesale channel is significantly related to the willingness of our wholesale customers to continue to carry our
products, the expansion to new wholesale customers and the success of such customers. Our wholesale customers are directly impacted by
fluctuations in the broader economy, including the recent global economic downturn, which, during 2008 and 2009, reduced foot traffic in
shopping malls and lessened consumer demand for our products. We do not have long term contracts with any of our wholesale customers, and
sales to our wholesale customers are generally on an order-by-order basis and are subject to rights of cancellation and rescheduling by the
customer. If we cannot fill our customers' orders in a timely manner, the sales of our products and our relationships with those customers may
suffer, and this could have a material adverse effect on our product sales and ability to grow our product line.

Retail Sales

In recent quarters, our consumer-direct sales efforts have performed well. As a result, we are currently expanding our direct sales efforts to
consumers through our retail channel, which consists of company-operated global retail locations, and our internet channel, which consists of
company-operated webstores worldwide. We believe that direct sales provide us direct access to our consumers and an opportunity to showcase
our entire line of footwear and accessory offerings, and that this strategy will serve as an important and effective means to enhance our product
and brand awareness. We view our consumer-direct channels to be complementary to our wholesale channel. As of December 31, 2009, we
operated the following retail stores:

U.S Retail Stores

Crocs Kiosk 95
Crocs Retail Stores 30
Crocs Outlet Stores 50
Total 175

International Retail Stores

Crocs Kiosk/Store in Store 75
Crocs Retail Stores 54
Crocs Outlet Stores 13
Total 142

Kiosks.  As of December 31, 2009, we operated 170 domestic and international retail kiosks located in malls and other high foot traffic
areas. With bright and colorful displays, efficient use of retail space, and limited initial capital investment, we believe that kiosks are an effective
outlet for marketing our products. Kiosks enable us to highlight a wide range of our products, more effectively interact with potential consumers
and enhance our brand awareness among both consumers and local retailers. We plan to continue to operate certain kiosk sites in select, high
foot traffic locations; however, during 2010, we anticipate closing certain kiosk locations where the locations are either underperforming, are
posing problems for relationships with our wholesale customers or where we do not view the kiosk as the best representation of the brand. Our
plans to open and/or close kiosks are subject to adjustment based on the impact of economic conditions and demand for our products.

Retail Stores. As of December 31, 2009, we operated 84 domestic and international retail stores. During 2009, we opened retail stores in a
variety of locations, including, among others, Miami, Beijing, and Johannesburg. Company-operated retail stores are designed with colorful
displays and allow us to effectively market our new and existing products and interact with customers in order to enhance brand awareness. We
plan to continue to open additional Company-operated retail stores in the future where
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we foresee adequate demand and an ability to meet certain internal hurdle rates. Our plans to open more retail stores are subject to adjustment
based on the impact of economic conditions and demand for our products.

Outlet Stores.  As of December 31, 2009, we operated 63 domestic and international outlet stores. During 2009, we opened outlet stores in
a variety of locations, including, but not limited to, Myrtle Beach, Berlin and Rehoboth Beach. The outlet stores help us move older products in
an orderly fashion. We also sell full priced products in our outlet stores. We plan to open more Company operated outlet stores in early 2010
where we foresee adequate demand and an ability to meet certain internal hurdle rates. Our plans to open new outlet stores are subject to
adjustment based on the impact of economic conditions and demand for our products.

Internet.  We currently offer our products domestically and internationally through our 23 webstores worldwide. Our internet presence
enables us to educate consumers about our products and brand. We continue to expand our web-based marketing efforts to continue to drive
consumer awareness regarding the availability of our full product range on our market-specific websites.

Raw Materials

Croslite material, our proprietary closed-cell resin, is the primary raw material used in most of our footwear and some of our accessories.
Croslite material is soft and durable and allows our material to be non-marking in addition to being extremely lightweight. We continue to invest
in research and development in order to refine our materials to enhance these properties and to target the development of new properties for
specific applications.

Croslite material is produced by compounding elastomer resins that we or one of our third-party processors purchase from major chemical
manufacturers together with certain other production inputs, such as color dyes. At this time, we have identified two suppliers that produce the
particular elastomer resins used in the Croslite material. We may, however, in the future identify and utilize materials produced by other
suppliers as an alternative to the elastomer resins we currently use in the production of our proprietary material. All of the other raw materials
that we use to produce the Croslite material are readily available for purchase from multiple suppliers.

Since our inception, we have substantially increased the number of footwear products that we offer. Many of our new products are
constructed using leather, textile fabrics or other materials. We or our third-party manufacturers obtain these materials from a number of
third-party sources and we believe these materials are broadly available. We transitioned the Croslite material compounding from our former
manufacturing facilities in Canada to other facilities and third-party facilities during the second quarter of 2008. We also transitioned the
Croslite material compounding from our former manufacturing facilities in China to third-party facilities during the fourth quarter of 2009. We
compound Croslite material internally in Mexico utilizing subcomponent materials produced by a third party in the U.S. We also outsource the
compounding of Croslite material and continue to purchase a portion of our compounded raw materials from a third party in Europe in
accordance with the terms of a continuously renewing supply agreement.

Manufacturing and Sourcing

Our strategy is to maintain a flexible, globally diversified, low-cost manufacturing base. We have Company-operated production facilities
in Mexico and Italy and we also contract with third-party manufacturers located around the world. We believe that our in-house manufacturing
capabilities enable us to rapidly make changes to production, providing us with the flexibility to quickly respond to orders for high demand
models and colors throughout the year, while outsourcing allows us to capitalize on the efficiencies and cost benefits of using contract
manufacturing. We believe that this production strategy will enable us to continue to minimize our production costs, increase overall
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operating efficiencies and shorten production and development times to better serve our retail customers.

The process for manufacturing our footwear was developed over an eight year period of continual refinement to improve consistency,
softness, durability, and yield. In the years ended December 31, 2009 and 2008, we manufactured approximately 27% and 17%, respectively, of
our footwear products at our Company-operated manufacturing facilities primarily in Mexico and Italy. During the years ended December 31,
2009 and 2008, we obtained the remaining 73% and 83%, respectively, of our footwear products from multiple third-party manufacturers in
China and Bosnia. Our largest third-party supplier in China produced approximately 36% of our footwear unit volume during the year ended
December 31, 2009. We do not have written supply agreements with our primary third-party manufacturers in China. During 2008, we
consolidated our manufacturing capacities at the facilities we operate in Mexico and with our third-party manufacturers and shut down our
manufacturing facilities in Canada and Brazil to align our production capacities and cost structure to decreased demand and declining revenues.

Distribution and Logistics

We continue to make enhancements to our distribution and logistics network that will streamline our supply chain, increasing our speed to
market. Over the past year, we have consolidated our distribution and logistics network to leverage resources and simplify our fulfillment
processes while driving down costs in our operations. During the year ended December 31, 2009, we continued to adjust our strategy based upon
projected economic conditions and demand for our products. We continued to consolidate our global distribution centers and warehousing,
thereby decreasing our fixed costs.

During the year ended December 31, 2009, we stored our raw material and finished goods inventories in Company-operated warehouse and
distribution facilities located in Colorado, California, Hawaii, Puerto Rico, Mexico, the Netherlands, Australia, Japan, China and South Africa.
We also utilized distribution centers which were operated by third parties located in Brazil, Finland, Dubai, Hong Kong, Korea, Singapore,
India, Taiwan and China. Throughout 2009, we engaged in efforts to close and consolidate our global warehouse and distribution facilities. As a
result, we vacated several of our facilities; however, as of December 31, 2009, we had not yet been able to sublease certain facilities, including
our facilities in Aurora, Colorado, Narita, Japan and Rotterdam, Netherlands. Once these facilities have been sublet, we will have decreased our
global warehouse and distribution footprint by approximately 0.7 million square feet. We believe our more agile cost structure gives us the
flexibility to meet our rapidly changing business requirements and positions us to support the current level of revenue as well as anticipate future
growth. As of December 31, 2009, our Company-operated warehouse and distribution facilities provided us with 1.5 million square feet and our
third-party operated distribution facilities provided us with 0.2 million square feet. We also ship a portion of our products directly to our
customers from our internal and third party manufacturers. We are actively pursuing initiatives aimed at shipping more of our product directly to
our customers, which, if successful, is expected to lower our cost of sales in the future.

In December 2007, we entered into an agreement with Manhattan Associates to provide warehouse management systems within all of our
Company-operated distribution centers. As we look toward streamlining our distribution operations and reducing our global warehouse footprint,
we will continue to implement the Manhattan software in locations that support this strategic aim.

Intellectual Property and Trademarks

We rely on a combination of trademark, copyright, trade secret, trade dress, and patent protection to establish, protect, and enforce our
intellectual property rights in our product designs, brand,
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materials, and research and development efforts, although no such methods can afford complete protection. We own or license the material
trademarks used in connection with the marketing, distribution and sale of all of our products, both domestically and internationally, where our
products are currently either sold or manufactured. Our major trademarks include the Crocs logo and design and the Crocs word mark, both of
which are registered or pending registration in the U.S., the European Union, Japan, Taiwan, China and Canada among other places. We also
claim common law trademark rights or have pending trademark applications for Jibbitz, Jibbitz Logo, YOU by Crocs , YOU by Crocs Logo,
Ocean Minded, Fury, Fury Logo, Mambaz, Tail Logo, Bite and Bite Logo, as well as for our proprietary material Croslite and the Croslite logo,
globally. We intend to continue to strategically register, both domestically and internationally, the trademarks and copyrights we utilize today
and those we develop in the future. We will also continue to aggressively police our trademarks and copyrights and pursue those who infringe,
both domestically and internationally as we deem necessary.

In the U.S., our patents are generally in effect for up to 20 years from the date of the filing of the patent application. Our trademarks are
generally valid as long as they are in use and their registrations are properly maintained and have not been found to become generic. Trademarks
registered outside of the U.S. generally have a duration of 10 years depending on the jurisdiction and are also generally subject to an indefinite
number of renewals for a like period upon appropriate application. We believe our trademarks are crucial to the successful marketing and sale of
our products, and we intend to vigorously prosecute and defend our intellectual property rights throughout the world.

We consider the formulation of the Croslite material used to produce our products to be a valuable trade secret. Prior to our acquisition of
Crocs Canada in June 2004, Crocs Canada developed the formula for the Croslite material, and we believe that it did not publish or otherwise
make the formula available to third parties without the protection of confidentiality or similar agreements. Post acquisition, we continue to
protect the formula by using confidentiality agreements with our third-party processors and by requiring our employees who have access to the
formula to execute confidentiality agreements or to be bound by similar agreements concerning the protection of our confidential information.
Neither we nor Crocs Canada have attempted to seek patent protection for the formula. We are not aware of any third party that has
independently developed the formula or that otherwise has the right to use the formula in their products other than Finproject, our third-party
supplier of Croslite in Italy and another third-party licensee. Under the terms of our supply agreement with Finproject, Finproject has certain
limited rights to use the Croslite material, which were originally negotiated in connection with our purchase of Crocs Canada from Finproject's
parent company. We believe the comfort and utility of our products depend on the properties achieved from the compounding of the Croslite
material and constitute a key competitive advantage for us, and we intend to vigorously protect this trade secret.

We also actively combat counterfeiting through monitoring of the global marketplace. We use our employees, sales representatives,
distributors, and retailers to police against infringing products by encouraging them to notify us of any suspect products and to assist law
enforcement agencies. Our sales representatives are also educated on our patents, pending patents, trademarks and trade dress and assist in
preventing potentially infringing products from obtaining retail shelf space. The laws of certain countries do not protect intellectual property
rights to the same extent or in the same manner as do the laws of the U.S., and, therefore, we may have difficulty obtaining legal protection for
our intellectual property in certain jurisdictions.

Seasonality

Due to our significant sales growth from our inception through 2007 coupled with the contraction in the business due to the global
economic turmoil and lessening demand for our products in 2008 and 2009, there is still uncertainty in the degree to which sales of our footwear
products will be subject to
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seasonality. During 2008 and 2009, we observed that revenues generated during our first and fourth quarter are less than revenues generated
during our second and third quarter, when the northern hemisphere is experiencing warmer weather. We believe this revenue trend is due to the
fact that the majority of our footwear styles during 2008 and 2009 were more suited for warm weather and, accordingly, we expect this trend to
continue. However, we intend to continue branching out into other types of footwear, including offering more winter-oriented styles, and this
product expansion may help us mitigate some of this seasonality in the future. Our quarterly results of operations may fluctuate significantly as a
result of a variety of other factors, including the timing of new model introductions or general economic or consumer conditions. Accordingly,
results for any one quarter are not necessarily indicative of results to be expected for any other quarter or for any year.

Backlog

As of December 31, 2009, our backlog, which consists of open orders as of December 31 2009, was approximately $165.0 million,
compared to $113.3 million as of December 31, 2008. The backlog increased year-over-year as a result of what we believe to be strong
acceptance of our 2010 spring/summer styles (for which some customers have already placed orders) and an improvement in the overall
economic conditions resulting in an easing of our customer's tightened purchasing practices from a year ago. Backlog may not be a reliable
measure of future sales for any succeeding period and are subject to cancellation by customers at any time. In addition, our historical
cancellation experience may not be indicative of future cancellation rates. We expect the majority of these orders to be fulfilled within the year.

Competition

The global casual footwear and apparel industry is highly competitive. Although we believe that we do not compete directly with any single
company with respect to the entire spectrum of our products, we believe portions of our business compete with companies such as, but not
limited to, Nike Inc., Heelys Inc., Deckers Outdoor Corp., Skechers USA Inc. and Wolverine World Wide, Inc. Our company-owned retail
locations also compete with footwear retailers such as Macy's Inc., Nordstrom Inc., Dick's Sporting Goods Inc. and Collective Brands Inc.

The principal elements of competition in this industry include brand awareness, product functionality, design, quality, pricing, customer
service, marketing and distribution. We believe that our unique footwear designs, the Croslite material, our prices and our expanding product
offering and distribution network position us well in the marketplace. However, some companies in the casual footwear and apparel industry
have greater financial resources, more comprehensive product lines, broader market presence, longer-standing relationships with wholesalers,
longer operating histories, greater distribution capabilities, stronger brand recognition and greater marketing resources than we currently have.
Furthermore, the unique designs and resulting success of our footwear products have attracted new players in the market with imitation products
that are similar to ours; we face competition from these new market entrants.

Product Design and Development

Our primary goal in product design and development is to create and introduce new and innovative footwear products that combine our
standards of comfort, functionality, and style, and enhance the awareness of the Crocs brand. We aspire to be the global leader in active casual
footwear products. Our footwear product line is designed by a combination of our internal design and development staff supported by outside
designers. By introducing outside sources to the design process, we believe that we are able to capture a variety of different design perspectives
on a cost-efficient basis and anticipate trends more quickly. To expand our internal design capabilities, EXO has been involved in the design of
several of our new styles. We are committed to continuing to dedicate significant resources to product design and development to sustain our
commitment to innovation, maintain or grow our current level of revenue and drive our global brand.
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We develop footwear models based on what we identify as opportunities in the marketplace. Once a design has been identified and demand
in the marketplace has been validated, the designs are then translated into product specifications by our developers and made into prototypes at
our facility in Italy or by one of our third-party manufacturers in China. Our designers and developers work closely with each other to develop
product prototypes, test and refine products and provide quality assurance throughout the manufacturing process. Our design and development
process is highly collaborative, as members of the design team frequently meet with our sales and marketing staff, production and supply
managers and certain of our retail customers to further refine our products to meet the particular needs of our target market. We continually
strive to improve our development function so we can bring products to market quickly and reduce costs while maintaining product quality. We
spent $7.7 million, $6.4 million and $5.3 million in Company-sponsored research, design and development activities for the years ended
December 31, 2009, 2008, and 2007, respectively.

Employees

As of December 31, 2009, we employed approximately 3,560 persons, compared to 3,700 as of December 31, 2008. This included 2,030
employees in the U.S. and Canada, 220 employees in Mexico, 890 employees in Asia, 30 employees in South America, and 390 employees in
Europe. Globally, as of December 31, 2009, we had 2,061 persons employed in our consumer-direct channels. While our headcount in the
consumer-direct channels grew to accommodate our business, we reduced our non-consumer-direct headcount by approximately 300 persons
since 2008, primarily due to consolidation of our company-operated distribution centers and other reductions in staffing. As of December 31,
2009, none of our employees were represented by a union.

Public Filings and Corporate Information

Our corporate headquarters are located at 6328 Monarch Park Place, Niwot, Colorado 80503. Our internet address is www.crocs.com. On
our website, we post the following filings as soon as reasonably practicable after they are electronically filed with or furnished to the Securities
and Exchange Commission: our annual report on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K and any
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act of 1934. All such filings on
our website are available free of charge. Also available on our website are the charters of the committees of our board of directors, as well as our
corporate governance guidelines and code of ethics. Copies of any of these documents will be provided in print to any stockholder who submits
a request in writing to Integrated Corporate Relations, 450 Post Road East, Westport, CT 06880.

ITEM 1A. Risk Factors

Our short and long-term success is subject to many factors beyond our control. If any of the following risks, as well as any risks described
elsewhere in this Form 10-K, actually occur, our business, financial condition or results of operations could suffer. Given these risks and
uncertainties, investors should not place undue reliance on forward-looking statements as a prediction of actual results.

Current economic conditions may adversely affect consumer spending and the overall general health of our retail customers, which, in turn,
may adversely affect our financial condition, results of operations and cash resources.

Uncertainty about the current and future global economic conditions may cause consumers and retailers to defer purchases or cancel
purchase orders for our products in response to tighter credit, decreased cash availability and weakened consumer confidence. Our financial
success is sensitive to changes in general economic conditions, both globally and nationally. Recessionary economic cycles, higher interest
borrowing rates, higher fuel and other energy costs, inflation, increases in commodity
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prices, higher levels of unemployment, higher consumer debt levels, higher tax rates and other changes in tax laws or other economic factors that
may affect consumer spending or buying habits could continue to adversely affect the demand for our products. In addition, a number of our
third-party retailers may be impacted by the significant decrease in available credit that has resulted from the current financial crisis. If credit
pressures or other financial difficulties result in insolvency for these third parties it could adversely impact our estimated reserves and financial
results. There can 