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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. All
statements other than statements of historical or current fact included in this Quarterly Report on Form 10-Q are forward-looking statements. Forward-looking
statements include statements containing words such as “anticipate,” “assume,” “believe,” “can,” “have,” “contemplate,” “continue,” “could,” “design,” “due,”
“estimate,” “expect,” “forecast,” “goal,” “intend,” “likely,” “may,” “might,” “objective,” “plan,” “predict,” “project,” “potential,” “seek,” “should,” “target,”
“will,” “would,” and other words and terms of similar meaning in connection with any discussion of the timing or nature of future operational performance or
other events. For example, all statements made relating to our future expectations relating to our voluntary recalls, expected market or macroeconomic
environment, estimated and projected costs, expenditures, and growth rates, plans and objectives for future operations, growth, or initiatives, or strategies are
forward-looking statements. All forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially from those that
are expected and, therefore, you should not unduly rely on such statements. The risks and uncertainties that could cause actual results to differ materially from
those expressed or implied by these forward-looking statements include but are not limited to the risks and uncertainties listed below under “Risk Factors
Summary” and further described under the heading “Risk Factors” in Part II, Item 1A of this Quarterly Report on Form 10-Q, as such risk factors may be
amended, supplemented or superseded from time to time by other reports we file with the United States Securities and Exchange Commission.

 « <« <« ELINTS

2« 2 ” ELITS

These forward-looking statements are made based upon detailed assumptions and reflect management’s current expectations and beliefs. While we believe
that these assumptions underlying the forward-looking statements are reasonable, we caution that it is very difficult to predict the impact of known factors, and it is
impossible for us to anticipate all factors that could affect actual results.

The forward-looking statements included herein are made only as of the date hereof. We undertake no obligation to publicly update or revise any forward-
looking statement as a result of new information, future events, or otherwise, except as required by law.
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Risk Factors Summary

Investing in our securities involves a high degree of risk. The following is a summary of the principal factors that make an investment in our securities
speculative or risky, all of which are further described below in the section titled “Risk Factors” in Part I, Item 1A of this Report. This summary should be read in
conjunction with the “Risk Factors” section and should not be relied upon as an exhaustive summary of the material risks facing our business. In addition to the
following summary, you should consider the information set forth in the “Risk Factors” section and the other information contained in this Report before investing
in our securities.

Risks Related to Our Business, Operations and Industry

If we fail to attract new customers and maintain our brand image, we may be unable to maintain demand for our products, which could harm our results of
operations.

If we are unable to successfully design, develop and market new products, our business may be harmed.

Our business could be harmed if we are unable to accurately forecast our results of operations or our growth rate and demand for our products.

‘We may not be able to effectively manage our growth.

‘We may not be successful in expanding into additional markets.

If we fail to compete effectively, we could lose our market position.

Unauthorized use or invalidation of our intellectual property or proprietary rights could damage our brand and harm our results of operations.

We may be subject to liability if we infringe upon the intellectual property rights of third parties.

Problems with, or loss of, our suppliers or an inability to obtain raw materials could harm our business and results of operations.

If we fail to timely and effectively obtain shipments of products from our manufacturers and deliver products to our retail partners and customers, our
business and results of operations could be harmed.

Our business is subject to the risk of manufacturer concentrations.

Our business could be harmed if we fail to execute our internal plans to transition our supply chain and certain other business processes to a global scale.
If we cannot maintain prices or effectively implement price increases, our margins may decrease.

Fluctuations in the cost and availability of raw materials, equipment, labor, and transportation could cause manufacturing delays or increase our costs.
Many of our products are manufactured by third parties outside of the United States, and our business may be harmed by legal, regulatory, economic,
political and public health risks associated with international trade and those markets.

As current tariffs are implemented, or if additional tariffs or other restrictions are placed on foreign imports or any related counter-measures are taken by
other countries, our business and results of operations could be harmed.

If we fail to appropriately address emerging environmental, social and governance matters, or if we fail, or are perceived to fail, to meet our goals
regarding environmental, social and governance matters, our reputation and our business could be harmed.

Climate change, and related legislative and regulatory responses to climate change, may adversely impact our business.

A significant portion of our sales are to national, regional, and independent retail partners, and if they cease to carry our current products or choose not to
promote or carry new products that we develop, our brand as well as our results of operations and financial condition could be harmed.

If our plans to increase sales through our direct-to-consumer e-commerce channel are not successful, our business and results of operations could be
harmed.

If we do not successfully implement our retail store expansion plans, our growth and profitability could be harmed.

Insolvency, credit problems or other financial difficulties that could confront our retail partners could expose us to financial risk.

If our independent suppliers and manufacturing partners do not comply with ethical business practices or with applicable laws and regulations, our
reputation, business, and results of operations could be harmed.

We are subject to payment-related risks that may result in higher operating costs or the inability to process payments, either of which could harm our
business, financial condition and results of operations.

Our limited operating experience and limited brand recognition in new markets may make it more difficult to execute our international expansion plan
and cause our business and growth to suffer.

Our financial results and future growth could be harmed by currency exchange rate fluctuations.

We may become involved in legal or regulatory proceedings and audits.

Our business involves the potential for product recalls, warranty liability, product liability, and other claims against us, which could adversely affect our
reputation, earnings and financial condition.
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*  Our business is subject to the risk of catastrophic events and to interruption by problems such as terrorism, public health crises, cyberattacks, or failure of
key information technology systems.

*  Our results of operations are subject to seasonal and quarterly variations, which could cause the price of our common stock to decline.

*  We are subject to many hazards and operational risks that can disrupt our business, some of which may not be insured or fully covered by insurance.

Risks Related to Market and Global Economic Conditions
*  Public health crises could negatively impact our business, sales, financial condition, results of operations and cash flows.
*  Adverse economic conditions, such as a downturn in the economy or inflationary conditions resulting in rising prices, could adversely affect consumer
purchases of discretionary items, which could materially harm our sales, profitability, and financial condition.

Risks Related to Information Technology and Security
*  We rely significantly on information technology and any failure, inadequacy or interruption of that technology could harm our business.
*  We collect, store, process, and use personal and payment information and other customer data, which subjects us to regulation and other legal obligations
related to privacy, information security, and data protection.

Risks Related to our Financial Condition and Tax Matters

*  We depend on cash generated from our operations to support our growth, and we may need to raise additional capital, which may not be available on
terms acceptable to us or at all.

*  Our indebtedness may limit our ability to invest in the ongoing needs of our business and if we are unable to comply with the covenants in our current
Credit Facility, our liquidity and results of operations could be harmed.

*  If our goodwill, other intangible assets, or fixed assets become impaired, we may be required to record a charge to our earnings.

»  Changes in tax laws or unanticipated tax liabilities could adversely affect our effective income tax rate and profitability.

*  Our results of operations could be harmed if a material number of our retail partners were not able to meet their payment obligations.

Risks Related to Ownership of Our Common Stock

*  Any future failure to maintain effective internal control over financial reporting could harm us.

*  Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of the Company more difficult, limit attempts by
our stockholders to replace or remove our current management, and limit the market price of our common stock.

*  Our Amended and Restated Certificate of Incorporation provides that the Court of Chancery of the State of Delaware is the sole and exclusive forum for
substantially all disputes between us and our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes
with us or our directors, officers, or employees.

*  YETI Holdings, Inc. is a holding company with no operations of its own and, as such, it depends on its subsidiaries for cash to fund its operations and
expenses, including future dividend payments, if any.

General Risk Factors

*  Our future success depends on the continuing efforts of our management and key employees, and on our ability to attract and retain highly skilled
personnel and senior management.

* If our estimates or judgments relating to our critical accounting policies prove to be incorrect or change significantly, our results of operations could be
harmed.

*  We may be the target of strategic transactions, which could divert our management's attention and otherwise disrupt our operations and adversely affect
our business.

*  We may be the target of stockholder activism, an unsolicited takeover proposal, a proxy contest, or short sellers, which could negatively impact our
business.

*  We may acquire or invest in other companies, which could divert our management’s attention, result in dilution to our stockholders, and otherwise disrupt
our operations and harm our results of operations.



Table of Contents

Table of Contents

PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

Condensed Consolidated Balance Sheets
Condensed Consolidated Statements of Operations
Condensed Consolidated Statements of Comprehensive Income
Condensed Consolidated Statements of Equity.
Condensed Consolidated Statements of Cash Flows
Notes To Unaudited Condensed Consolidated Financial Statements

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Item 4. Controls and Procedures
PART II. OTHER INFORMATION
Item 1. Legal Proceedings
Item 1A. Risk Factors
Item 5. Other Information
Item 6. Exhibits
Signatures

Page

NN AW =

25
26
27
27
27
47
47
48




Table of Contents

PART I. FINANCIAL INFORMATION

Item 1. Financial Statements.
YETI HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except shares and par value)

ASSETS
Current assets
Cash
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Operating lease right-of-use assets
Goodwill
Intangible assets, net
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable
Accrued expenses and other current liabilities
Taxes payable
Accrued payroll and related costs
Current operating lease liabilities
Current maturities of long-term debt
Total current liabilities
Long-term debt, net of current portion
Operating lease liabilities, non-current
Other liabilities
Total liabilities

Commitments and contingencies (Note 10)

Stockholders’ Equity

Common stock, par value $0.01; 600,000,000 shares authorized; 88,523,065 and 86,846,514 shares issued and
outstanding at September 30, 2023, respectively, and 88,107,787 and 86,431,236 shares issued and outstanding at
December 31, 2022, respectively

Treasury stock, at cost; 1,676,551 shares
Preferred stock, par value $0.01; 30,000,000 shares authorized; no shares issued or outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Total stockholders’ equity
Total liabilities and stockholders’ equity

See Notes to Unaudited Condensed Consolidated Financial Statements

September 30, December 31,
2023 2022

$ 281,360 $ 234,741
127,896 79,446

341,348 371,412

40,728 33,321

791,332 718,920

132,215 124,587

60,376 55,406

54,293 54,293

114,140 99,429

3,526 24,130

$ 1,155,882 $ 1,076,765
$ 179,086 $ 140,818
130,333 211,399

11,962 15,289

19,570 4,847

13,366 12,076

6,512 24,611

360,829 409,040

79,529 71,741

60,212 55,649

16,527 13,858

517,097 550,288

885 881
(100,025) (100,025)

378,556 357,490

359,843 268,551
(474) (420)

638,785 526,477

$ 1,155,882 $ 1,076,765
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YETI HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share data)
Three Months Ended Nine Months Ended
September 30, October 1, September 30, October 1,
2023 2022 2023 2022
Net sales $ 433,561 $ 433,556 $ 1,138,920 $ 1,147,226
Cost of goods sold 182,310 211,149 510,961 550,860
Gross profit 251,251 222,407 627,959 596,366
Selling, general, and administrative expenses 189,374 153,940 500,653 426,263
Operating income 61,877 68,467 127,306 170,103
Interest expense, net (285) (1,495) (1,610) (3,221)
Other expense (4,032) (7,281) (2,782) (12,202)
Income before income taxes 57,560 59,691 122,914 154,680
Income tax expense (14,903) (14,171) (31,622) (37,249)
Net income $ 42,657 $ 45,520 $ 91,292 $ 117,431
Net income per share
Basic $ 049 § 053 § 1.05 § 1.36
Diluted $ 049 § 052 $ 1.05 $ 1.35
Weighted-average common shares outstanding
Basic 86,783 86,208 86,663 86,580
Diluted 87,589 86,831 87,290 87,305

See Notes to Unaudited Condensed Consolidated Financial Statements
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YETI HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(In thousands)

Three Months Ended Nine Months Ended
September 30, October 1, September 30, October 1,
2023 2022 2023 2022
Net income $ 42,657 S 45,520 $ 91,292 § 117,431
Other comprehensive income (loss)
Foreign currency translation adjustments 1,713 921 (54) 2,132
Total comprehensive income $ 44,370 $ 46,441 $ 91,238 § 119,563

See Notes to Unaudited Condensed Consolidated Financial Statements
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Balance, July 1, 2023
Stock-based compensation

Common stock issued under
employee benefit plans

Common stock withheld related to
net share settlement of stock-based
compensation

Other comprehensive income
Net income

Balance, September 30, 2023

Balance, July 2, 2022
Stock-based compensation

Common stock issued under
employee benefit plans

Common stock withheld related to
net share settlement of stock-based
compensation

Other comprehensive income
Net income
Balance, October 1, 2022

YETI HOLDINGS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

(Unaudited)
(In thousands, including shares)
Three Months Ended September 30, 2023

Add . Acc;l)n;]ulated Total
itiona ther ota
Common Stock Paid-In Treasury Stock Retained Comprehensive Stockholders’
Shares Amount Capital Shares Amount Earnings Income Equity
88,407 $ 884 § 371,348 (1,677) $ (100,025) $ 317,186 (2,187) $ 587,206
— — 7,805 — — — — 7,805
129 1 (1) = = = = —
(13) — (596) — — — — (596)
— — — — — — 1,713 1,713
_ _ _ _ — 42,657 — 42,657
88,523 $ 885 $ 378,556 (1,677) $ (100,025) $ 359,843 (474) $ 638,785
Three Months Ended October 1, 2022
Accumulated
Additional Other Total
Common Stock Paid-In Treasury Stock Retained Comprehensive Stockholders’
Shares Amount Capital Shares Amount Earnings Income (Loss) Equity
87,851 $ 878 § 346,675 (1,677) $ (100,025) $ 250,769 1,564 § 499,861
— — 4,662 — — — — 4,662
86 1 277 = = = = 278
(13) — (581) — — — — (581)
— — — — — — 921 921
— — — — — 45,520 — 45,520
87,924 $ 879 $ 351,033 (1,677) $ (100,025) $ 296,289 2,485 $ 550,661

See Notes to Unaudited Condensed Consolidated Financial Statements
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YETI HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)
(In thousands, including shares)
Nine Months Ended September 30, 2023

Accumulated
Additional Other Total
Common Stock Paid-In Treasury Stock Retained Comprehensive Stockholders’
Shares Amount Capital Shares Amount Earnings Loss Equity

Balance, December 31, 2022 88,108 $ 881 $ 357,490 (1,677) (100,025) $ 268,551 § (420) $ 526,477

Stock-based compensation — — 21,918 — — — — 21,918

Common stock issued under

employee benefit plans 475 4 1,569 — — — — 1,573

Common stock withheld related to

net share settlement of stock-based

compensation (60) — (2,421) — — — — (2,421)

Other comprehensive loss — — — — — — (54) (54)

Net income — — — — — 91,292 — 91,292
Balance, September 30, 2023 88,523 § 885 § 378,556 (1,677) $  (100,025) $ 359,843 $ 474) $ 638,785

Nine Months Ended October 1, 2022
Acc(u)mulated
Additional ther Total
Common Stock Paid-In Treasury Stock Retained Comprehensive Stockholders’
Shares Amount Capital Shares Amount Earnings Income Equity

Balance, January 1, 2022 87,727 $ 877 § 337,735 — — 3 178,858 § 353§ 517,823

Stock-based compensation — — 14,883 — — — — 14,883

Common stock issued under

employee benefit plans 229 2 276 — — — — 278

Common stock withheld related to

net share settlement of stock-based

compensation (32) — (1,861) — — — — (1,861)

Repurchase of common stock — — — (1,677) (100,025) — — (100,025)

Other comprehensive income — — — — — — 2,132 2,132

Net income — — — — — 117,431 — 117,431
Balance, October 1, 2022 87,924 § 879 § 351,033 (1,677) $  (100,025) $ 296,289 $ 2,485 § 550,661

See Notes to Unaudited Condensed Consolidated Financial Statements
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Net income

YETI HOLDINGS, INC.

(Unaudited)
(In thousands)

Adjustments to reconcile net income to cash provided by (used in) operating activities:

Depreciation and amortization
Amortization of deferred financing fees
Stock-based compensation
Deferred income taxes
Impairment of long-lived assets
Loss on modification and extinguishment of debt
Product recalls
Other
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Other current assets
Accounts payable and accrued expenses
Taxes payable
Other
Net cash provided by (used in) operating activities
Cash Flows from Investing Activities:
Purchases of property and equipment
Additions of intangibles, net
Net cash used in investing activities
Cash Flows from Financing Activities:
Repayments of long-term debt
Payments of deferred financing fees
Taxes paid in connection with employee stock transactions
Proceeds from employee stock transactions
Finance lease principal payment
Repurchase of common stock
Net cash used in financing activities
Effect of exchange rate changes on cash
Net increase (decrease) in cash
Cash, beginning of period
Cash, end of period

See Notes to Unaudited Condensed Consolidated Financial Statements

Nine Months Ended
September 30, October 1,

2023 2022
91,292 $ 117,431
34,391 28,504

441 458
21,918 14,883
20,699 (1,138)

1,963 181
330 —
8,538 —
239 10,215
(48,836) 14,679
28,180 (127,362)
(6,505) (2,944)
(36,288) (121,515)
(3,323) (6,773)
1,730 1,166
114,769 (72,215)
(38,983) (32,493)
(19,280) (7,924)
(58,263) (40,417)
(6,680) (16,875)
(2,824) —
(2,421) (1,861)
1,573 278
(1,579) (1,730)
— (100,025)
(11,931) (120,213)
2,044 (1,581)
46,619 (234,426)
234,741 312,189
281,360 $ 77,763
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YETI HOLDINGS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organization and Business

Headquartered in Austin, Texas, YETI Holdings, Inc. is a global designer, retailer, and distributor of innovative outdoor products. From coolers and drinkware
to bags and apparel, YETI products are built to meet the unique and varying needs of diverse outdoor pursuits, whether in the remote wilderness, at the beach, or
anywhere life takes you. We sell our products through our wholesale channel, including independent retailers, national, and regional accounts across a wide variety
of end user markets, as well as through our direct-to-consumer (“DTC”) channel, primarily on YETI.com, country and region-specific YETI websites, YETI
Authorized on the Amazon Marketplace, our corporate sales program, and our retail stores. We operate in the U.S., Canada, Australia, New Zealand, Europe, Hong
Kong, China, Singapore, and Japan.

The terms “we,” “us,” “our,” “YETI,” and “the Company” as used herein and unless otherwise stated or indicated by context, refer to YETI Holdings, Inc. and
its subsidiaries.

Basis of Presentation and Principles of Consolidation

The unaudited condensed consolidated financial statements and the accompanying notes are prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”) and the rules of the U.S. Securities and Exchange Commission (“SEC”). Accordingly, our financial statements
reflect all normal and recurring adjustments that are, in the opinion of management, necessary for a fair statement of our results of operations for the interim
periods. Intercompany balances and transactions are eliminated in consolidation. Certain information and footnote disclosures normally included in the
consolidated financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to applicable rules and regulations of the SEC. The
consolidated balance sheet as of December 31, 2022 is derived from the audited financial statements included in our Annual Report on Form 10-K filed with the
SEC for the year ended December 31, 2022, which should be read in conjunction with these unaudited consolidated financial statements and notes thereto.

Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires our management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenue and expenses during the reporting period and disclosure of contingent assets and liabilities at the date of the
condensed consolidated financial statements. Estimates and assumptions about future events and their effects cannot be made with certainty. Estimates may change
as new events occur, when additional information becomes available and if our operating environment changes. Actual results could differ from our estimates.

Fiscal Year End

We have a 52- or 53-week fiscal year that ends on the Saturday closest in proximity to December 31, such that each quarterly period will be 13 weeks in
length, except during a 53-week year when the fourth quarter will be 14 weeks. Our fiscal year ending December 30, 2023 (“2023”) is a 52-week period. The first
quarter of our fiscal year 2023 ended on April 1, 2023, the second quarter ended on July 1, 2023, and the third quarter ended on September 30, 2023. Our fiscal
year ended December 31, 2022 (“2022”) was a 52-week period. Unless otherwise stated, references to particular years, quarters, months and periods refer to our
fiscal years and the associated quarters, months, and periods of those fiscal years. The unaudited condensed consolidated financial results presented herein
represent the three and nine months ended September 30, 2023 and October 1, 2022.
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Accounts Receivable

Accounts receivable are carried at original invoice amount less estimated credit losses. Upon initial recognition of a receivable, we estimate credit losses over
the contractual term of the receivable and establish an allowance for credit losses based on historical experience, current available information, and expectations of
future economic conditions. We mitigate credit loss risk from accounts receivable by assessing customers for credit worthiness, including ongoing credit
evaluations and their payment trends. Credit risk is limited due to ongoing monitoring, high geographic customer distribution, and low concentration of risk. As the
risk of loss is determined to be similar based on the credit risk factors, we aggregate receivables on a collective basis when assessing credit losses. Accounts
receivable are uncollateralized customer obligations due under normal trade terms typically requiring payment within 30 to 90 days of sale. Receivables are written
off when deemed uncollectible. Recoveries of trade receivables previously written off are recorded to income when received. Our allowance for credit losses was
$0.5 million as of September 30, 2023 and $0.7 million as of December 31, 2022, respectively.

Inventory

Inventories are comprised primarily of finished goods and are carried at the lower of cost (weighted-average cost method) or market (net realizable value). At
September 30, 2023 and December 31, 2022, inventory reserves were $2.9 million and $37.3 million, respectively. The balance at December 31, 2022 primarily
consisted of reserves related to unsalable inventory on-hand in connection with our voluntary recalls. The decrease in the inventory reserve is primarily related to
the physical scrapping of the unsalable inventory. See Note 10 for further discussion of our voluntary recalls.

Fair Value of Financial Instruments

For financial assets and liabilities recorded at fair value on a recurring or non-recurring basis, fair value is the price we would receive to sell an asset, or pay to
transfer a liability, in an orderly transaction with a market participant at the measurement date. In the absence of such data, fair value is estimated using internal
information consistent with what market participants would use in a hypothetical transaction. In determining fair value, observable inputs reflect market data
obtained from independent sources, while unobservable inputs reflect our market assumptions; preference is given to observable inputs. These two types of inputs
create the following fair value hierarchy:

Level 1:  Quoted prices for identical instruments in active markets.

Level 2:  Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not active; and model-
derived valuations whose inputs are observable or whose significant value drivers are observable.

Level 3:  Significant inputs to the valuation model are unobservable.

Our financial instruments consist principally of cash, accounts receivable, accounts payable, and bank indebtedness. The carrying amount of cash, accounts
receivable, and accounts payable, approximates fair value due to the short-term maturity of these instruments. The carrying amount of our long-term bank
indebtedness approximates fair value based on Level 2 inputs since our senior secured credit facility (“Credit Facility”) carries a variable interest rate that is based
on the Secured Overnight Financing Rate (“SOFR”).

Supplier Finance Program Obligations

We have a supplier finance program (“SFP”’) with a financial institution which provides certain suppliers the option, at their sole discretion, to participate in
the program and sell their receivables due from us for early payment. Participating eligible suppliers negotiate the terms directly with the financial institution and
we have no involvement in establishing those terms nor are we a party to these agreements. Our payments associated with the invoices from the suppliers
participating in the SFP are made to the financial institution according to the original invoice. The outstanding payment obligations under the SFP program
recorded within accounts payable in our condensed consolidated balance sheets at September 30, 2023 and December 31, 2022 were $60.9 million and
$70.7 million, respectively.
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Recently Adopted Accounting Pronouncements

In March 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2020-04, Reference Rate Reform (Topic
848): Facilitation of the Effects of Reference Rate Reform on Financial Reporting. The ASU is intended to ease the potential accounting and financial reporting
burden of reference rate reform, including the expected market transition from the London Interbank Offering Rate (“LIBOR”) and other interbank offered rates to
alternative reference rates. The guidance provides optional expedients and scope exceptions for transactions if certain criteria are met. These transactions include
contract modifications, hedge accounting, and the sale or transfer of debt securities classified as held-to-maturity. We adopted this ASU in the first quarter of 2023.
Adoption of this new standard did not have a material impact on our consolidated financial statements.

In September 2022, the FASB issued ASU 2022-04, Liabilities-Supplier Finance Programs (Topic 405-50) - Disclosure of Supplier Finance Program
Obligations, which requires disclosures intended to enhance the transparency of supplier finance programs. The ASU requires buyers in a supplier finance program
to disclose sufficient information about the program to allow a user of financial statements to understand the program’s nature, activity during the period, changes
from period to period, and potential magnitude. The ASU is effective for fiscal years beginning after December 15, 2022, including interim periods within those
fiscal years, except for the amendment on rollforward information, which is effective for fiscal years beginning after December 15, 2023. We adopted provisions of
this ASU in the first quarter of 2023, with the exception of the amendment on rollforward information, which will be adopted in the first quarter of 2024. Adoption
of the new standard did not have a material impact on our consolidated financial statements.

In July 2023, the FASB issued ASU 2023-03 to amend various SEC paragraphs in the Accounting Standards Codification to conform to past SEC
announcements and guidance issued by the SEC. The ASU does not provide any new guidance so there is no transition or effective dates associated with it,
resulting in the ASU being effective upon issuance. Consequently, the adoption of this ASU did not have a material impact on our consolidated financial
statements.

Recent Accounting Guidance Not Yet Adopted

No other new accounting pronouncements issued or effective as of September 30, 2023 have had, or are expected to have, a material impact on our
consolidated financial statements.

2. REVENUE
Contract Balances

Accounts receivable represent an unconditional right to receive consideration from a customer and are recorded at net invoiced amounts, less an estimated
allowance for credit losses.

Contract liabilities are recorded when the customer pays consideration before the transfer of a good to the customer and thus represent our obligation to
transfer the good to the customer at a future date. Our contract liabilities include advance cash deposits received from customers for certain customized product
orders and unredeemed gift card liabilities. As products are shipped and control transfers, we recognize contract liabilities as revenue.

During the second quarter of 2023, we began issuing gift cards as remedies in connection with our voluntary recalls. We recognize sales from gift cards as
they are redeemed for products. As of September 30, 2023, $7.8 million of our contract liabilities represented unredeemed gift card liabilities. See Note 10 for

further discussion of our recalls.

The following table provides information about accounts receivable and contract liabilities at the periods indicated (in thousands):

September 30, December 31,
2023 2022
Accounts receivable, net $ 127,896 $ 79,446
Contract liabilities $ (17,004) $ (7,702)

For the nine months ended September 30, 2023, we recognized $7.7 million of revenue that was previously included in the contract liability balance at the
beginning of the period.
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Disaggregation of Revenue

The following table disaggregates our net sales by channel, product category, and geography (based on end-consumer location) for the periods indicated (in
thousands):

Three Months Ended Nine Months Ended
September 30, October 1, September 30, October 1,
2023 2022 2023® 2022
Net Sales by Channel
Wholesale $ 174,062 $ 206,153 $ 486,066 $ 539,014
Direct-to-consumer 259,499 227,403 652,854 608,212
Total net sales $ 433,561 $ 433,556 $ 1,138,920 $ 1,147,226
Net Sales by Category
Coolers & Equipment $ 171,547 $ 185,657 $ 432,511 $ 482,030
Drinkware 253,274 238,987 676,978 639,055
Other 8,740 8,912 29,431 26,141
Total net sales $ 433,561 $ 433,556 $ 1,138,920 $ 1,147,226
Net Sales by Geographic Region
United States $ 365,695 $ 377,067 $ 964,569 $ 1,005,238
International 67,866 56,489 174,351 141,988
Total net sales $ 433,561 $ 433,556 $ 1,138,920 $ 1,147,226

(1) Includes an unfavorable impact from the recall reserve adjustment. See Note 10 for further discussion of our recalls.

For the three and nine months ended September 30, 2023, no single customer represented over 10% of gross sales. For both the three and nine months ended
October 1, 2022, our largest single customer represented approximately 12% of gross sales.

3. PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets include the following (in thousands):

September 30, December 31,
2023 2022
Prepaid expenses $ 20,767 $ 18,149
Prepaid taxes 14,807 10,222
Other 5,154 4,950
Total prepaid expenses and other current assets $ 40,728 § 33,321
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4. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
Accrued expenses and other current liabilities consisted of the following at the dates indicated (in thousands):

September 30,2023  December 31, 2022

Product recall reserves™® $ 25,930 $ 94,807
Accrued freight and other operating expenses 33,868 56,354
Contract liabilities 17,004 7,702
Customer discounts, allowances, and returns 13,631 9,948
Advertising and marketing 11,505 11,547
Warranty reserve 9,783 9,996
Interest payable 164 941
Accrued capital expenditures 844 895
Other 17,604 19,209

Total accrued expenses and other current liabilities $ 130,333 § 211,399

(1) See Note 10 for further discussion of our product recall reserves.
5. LONG-TERM DEBT

Long-term debt consisted of the following at the dates indicated (in thousands):

September 30, December 31,
2023 2022
Term Loan A, due 2028 $ 83,320 $ 90,000
Finance lease debt 5,731 7,309
Total debt 89,051 97,309
Current maturities of long-term debt (4,219) (22,500)
Current maturities of finance lease debt (2,293) (2,111)
Total long-term debt 82,539 72,698
Unamortized deferred financing fees (3,010) 957)
Total long-term debt, net $ 79,529 $ 71,741

At September 30, 2023, the future maturities of principal amounts of our debt obligations, excluding finance lease obligations, for the next five years and in
total consisted of the following (in thousands):

Amount

2023 1,054
2024 4,219
2025 4,219
2026 4,219
2027 4,219
2028 65,390

Total $ 83,320

Credit Facility

On March 31, 2023, we amended the Credit Facility, leaving the material terms of the Credit Facility substantially unchanged, with the exception of certain
changes to implement the replacement of LIBOR with SOFR.

11
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On June 22, 2023, we further amended the Credit Facility, which extended the maturity date of both the term loan (the “Term Loan A”) and the revolving
credit facility (the “Revolving Credit Facility”) from December 17, 2024 to June 22, 2028; refinanced and replaced the existing Term Loan A in full with a new
$84.4 million Term Loan A; and increased the commitments under the Revolving Credit Facility from $150.0 million to $300.0 million. As a result of the
amendment, we recognized a $0.3 million loss on modification and extinguishment of debt and we capitalized $2.8 million of new lender and third-party fees in
the second quarter of 2023.

Pursuant to the agreement governing the Credit Facility (the “Credit Agreement”), we are required to make quarterly principal payments equal to 1.25% of the
then-outstanding aggregate principal amount of the Term Loan A. As amended, the scheduled quarterly principal payments begin on September 30, 2023 and are
due each December 31, March 31, June 30 and September 30 thereafter, with the remaining principal balance due on the maturity date. Borrowings under the Term
Loan A and the Revolving Credit Facility bear interest at Term SOFR or the Alternate Base Rate (each as defined in the Credit Agreement) plus an applicable rate
ranging from 1.75% to 2.50% for Term SOFR-based loans and from 0.75% to 1.50% for Alternate Base Rate-based loans, depending upon our total Net Leverage
Ratio (as defined in the Credit Agreement).

6. INCOME TAXES

Income tax expense was $14.9 million and $14.2 million for the three months ended September 30, 2023 and October 1, 2022, respectively. The effective tax
rate for the three months ended September 30, 2023 was 26% compared to 24% for the three months ended October 1, 2022. The increase in both the income tax
expense and the effective tax rate was primarily due to a discrete tax expense related to a change in the reserve estimate for an uncertain tax position in the three
months ended September 30, 2023.

Income tax expense was $31.6 million and $37.2 million for the nine months ended September 30, 2023 and October 1, 2022, respectively. The decrease in
income tax expense was due to lower income before income taxes. The effective tax rate for the nine months ended September 30, 2023 was 26%, compared to
24% for the nine months ended October 1, 2022. The higher effective tax rate was primarily due to discrete tax expenses related to the vesting of certain stock-
based compensation and a change in the reserve estimate for an uncertain tax position in the nine months ended September 30, 2023.

Deferred tax assets were $2.6 million as of September 30, 2023 and $23.2 million as of December 31, 2022, which is presented in other assets on our
unaudited condensed consolidated balance sheet.

For interim periods, our income tax expense and resulting effective tax rate are based upon an estimated annual effective tax rate adjusted for the effects of
items required to be treated as discrete to the period, including changes in tax laws, changes in estimated exposures for uncertain tax positions, and other items.

7. STOCK-BASED COMPENSATION

We award stock-based compensation to employees and directors under the 2018 Equity and Incentive Compensation Plan (“2018 Plan”), which was adopted
by our Board of Directors and became effective upon the completion of our initial public offering in October 2018. The 2018 Plan replaced the 2012 Equity and
Performance Incentive Plan (“2012 Plan”), as amended and restated on June 20, 2018. Any remaining shares available for issuance under the 2012 Plan as of the
date of our initial public offering in October 2018 are not available for future issuance. However, shares subject to stock awards granted under the 2012 Plan (a)
that expire or terminate without being exercised or (b) that are forfeited under an award, return to the 2018 Plan.

We recognized non-cash stock-based compensation expense of $7.8 million and $4.7 million for the three months ended September 30, 2023 and October 1,
2022, respectively. For the nine months ended September 30, 2023 and October 1, 2022, we recognized stock-based compensation expense of $21.9 million and
$14.9 million, respectively. At September 30, 2023, total unrecognized stock-based compensation expense of $56.7 million for all stock-based compensation plans
is expected to be recognized over a weighted-average period of 2.1 years.
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Stock-based activity for the nine months ended September 30, 2023 is summarized below (in thousands, except per share data):

Performance-Based Restricted Stock Units, Restricted Stock Awards,
Stock Options Restricted Stock Awards and Units and Deferred Stock Units

‘Weighted Weighted ‘Weighted
Average Exercise Number of PBRSs and Average Grant Number of RSUs, Average Grant Date

Number of Options Price PRSUs Date Fair Value RSAs, and DSUs Fair Value
Balance, December 31, 2022 642 $ 20.10 233 $ 53.63 812 § 51.28
Granted — — 279 38.59 962 38.50
Exercised/released (64) 24.41 99) 32.84 (312) 52.90
Forfeited/expired — — (15) 64.98 (112) 46.45
Balance, September 30, 2023 578 § 19.64 398 § 48.14 1,350 $ 42.22

8. EARNINGS PER SHARE

Basic income per share is computed by dividing net income by the weighted-average number of common shares outstanding during the period. Diluted
income per share includes the effect of all potentially dilutive securities, which include dilutive stock options and other stock-based awards.

The following table sets forth the calculation of earnings per share and weighted-average common shares outstanding at the dates indicated (in thousands,
except per share data):

Three Months Ended Nine Months Ended
September 30, October 1, September 30, October 1,
2023 2022 2023 2022

Net income $ 42,657 $ 45,520 $ 91,292 § 117,431
Weighted-average common shares outstanding—basic 86,783 86,208 86,663 86,580

Effect of dilutive securities 806 623 627 725
Weighted-average common shares outstanding—diluted 87,589 86,831 87,290 87,305
Earnings per share

Basic $ 049 S 053 $ 1.05 $ 1.36

Diluted $ 049 § 052 $ 1.05 $ 1.35

Effects of potentially dilutive securities are presented only in periods in which they are dilutive. For the three and nine months ended September 30, 2023,
outstanding stock-based awards representing 0.1 million and 0.2 million shares of common stock, respectively, were excluded from the calculation of diluted
earnings per share, because their effect would be anti-dilutive. For the three and nine months ended October 1, 2022, outstanding stock-based awards representing
0.5 million and 0.4 million shares of common stock, respectively, were excluded from the calculation of diluted earnings per share, because their effect would be
anti-dilutive.

9. STOCKHOLDERS’ EQUITY
On February 27, 2022, the Board of Directors authorized a common stock repurchase program of up to $100.0 million. During the three months ended April 2,

2022, we repurchased 1,676,551 shares for an aggregate purchase price of $100.0 million, including fees and commissions, at an average repurchase price of
$59.66 per share. Following the repurchases, no shares remained available under the program. All of the common stock repurchased is held as treasury stock.
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10. COMMITMENTS AND CONTINGENCIES
Claims and Legal Proceedings

We are involved in various claims and legal proceedings, some of which are covered by insurance. We believe that our existing claims and proceedings, and
the potential losses relating to such contingencies, will not have a material adverse effect on our consolidated financial position, results of operations, or cash
flows.

Product Recall Reserves

In January 2023, we notified the U.S. Consumer Product Safety Commission (“CPSC”) of a potential safety concern regarding the magnet-lined closures of
our Hopper® M30 Soft Cooler, Hopper® M20 Soft Backpack Cooler, and SideKick Dry® gear case (the “affected products”) and initiated a global stop sale of the
affected products. In February 2023, we proposed a voluntary recall of the affected products to the CPSC, and other relevant global regulatory authorities.
Accordingly, we established a reserve for expected future returns and the estimated cost of recall remedies for consumers with affected products on our
consolidated balance sheet as of December 31, 2022.

In March 2023, we announced separate, voluntary recalls of the affected products in collaboration with the CPSC. During the second quarter of 2023, we
began processing claims and returns, and based on such experience and observed trends, we reevaluated our prior assumptions and adjusted our estimated product
recall reserve. These trends included higher than anticipated elections by consumers to receive gift cards in lieu of product replacement remedies, variations in
individual product participation rates, and lower logistics costs than previously estimated. As a result, we updated our initial recall reserve assumptions, which
increased the estimated recall expense reserve by $8.5 million during the three months ended July 1, 2023. However, the overall consumer recall participation rate
has remained consistent with our expectations.

The product recalls, which includes the recall reserve adjustment and other incurred costs, had the following effect on our income before income taxes (in
thousands):

Three Months
Ended Nine Months Ended
September 30, 2023 September 30, 2023
Decrease to net sales) $ (18) $ (24,524)
Decrease to cost of goods sold® 843 7,148
Increase (decrease) to gross profit 825 (17,376)
Decrease to selling, general and administrative expenses® — 10,549
Increase (decrease) to income before income taxes $ 825 $ (6,827)

(1) Primarily reflects the unfavorable impact of the recall reserve adjustment related to higher estimated future recall remedies (i.e., estimated gift card elections).
Of the total net sales impact, $8.1 million and $16.4 million was allocated to our DTC and wholesale channels, respectively, for the nine months ended
September 30, 2023. These amounts were allocated based on the historical channel sell-in basis of the affected products.

(2) For the three months ended September 30, 2023, reflects a benefit of $0.8 million related to lower than anticipated recall-related costs. For the nine months
ended September 30, 2023, reflects favorable impacts of $5.0 million primarily due to the favorable impact of the recall reserve adjustment related to lower
estimated costs of future product replacement remedy elections and logistics costs, $1.3 million from an inventory reserve adjustment, and $0.8 million related
to lower recall-related costs.

(3) Primarily reflects the favorable impact of the recall reserve adjustment related to lower estimated other recall-related costs, including logistics costs.

The reserve for the estimated product recall expenses is included within accrued expenses and other current liabilities on our consolidated balance sheets.
Estimating the cost of recall remedies required significant judgment and is primarily based on i) expected consumer participation rates; and ii) the estimated costs
of the consumer’s elected remedy in the recalls, including either the estimated cost of offered product replacements or the elections to receive gift cards, logistics
costs, and other recall-related costs. We will reevaluate these assumptions each period, and the related reserves may be adjusted when factors indicate that the
reserve is either not sufficient to cover or exceeds the estimated product recall costs.
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The following table summarizes the activity of the reserve for the estimated product recall expenses (in thousands):

September 30, 2023

Balance, January 1, 2023 $ 94,807
Actual product refunds, replacements and recall-related costs (50,707)
Gift card issuances" (26,685)
Reserve adjustment 8,515
Balance, September 30, 2023 $ 25,930

(1) For the three and nine months ended September 30, 2023, we recognized net sales of $6.3 million and $18.8 million, respectively, from redeemed recall-
related gift cards. As of September 30, 2023, we had $7.8 million in unredeemed recall-related gift card liabilities, which are included in contract liabilities
within accrued expenses and other current liabilities on our consolidated balance sheet.

The ultimate impact from the recalls may differ materially from our estimates, and may harm our business, financial condition, and results of operations. See
Part [, Item 1A “Risk Factors - Risks Related to Our Business, Operations and Industry.”
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

2 <

Wi u
The terms “we,” “us,
and its subsidiaries.

our,” “YETI,” and “the Company” as used herein, and unless otherwise stated or indicated by context, refer to YETI Holdings, Inc.

Cautionary Note Regarding Forward-Looking Statements

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our financial statements and the
related notes to those statements included elsewhere in this Quarterly Report on Form 10-Q. In addition to historical financial information, the following
discussion and analysis contains forward-looking statements that involve risks, uncertainties, and assumptions. Our actual results may differ materially from those
anticipated in these forward-looking statements as a result of many factors, including those described in more detail in Part I “Item 1A. Risk Factors” included in
this Quarterly Report on Form 10-Q. See also “Cautionary Statement Regarding Forward-Looking Statements” immediately prior to Part I, Item I in this
Quarterly Report on Form 10-Q.

Business Overview

Headquartered in Austin, Texas, YETI is a global designer, retailer, and distributor of innovative outdoor products. From coolers and drinkware to bags and
apparel, YETI products are built to meet the unique and varying needs of diverse outdoor pursuits, whether in the remote wilderness, at the beach, or anywhere life
takes you. By consistently delivering high-performing, exceptional products, we have built a strong following of brand loyalists throughout the world, ranging
from serious outdoor enthusiasts to individuals who simply value products of uncompromising quality and design. We have an unwavering commitment to outdoor
and recreation communities, and we are relentless in our pursuit of building superior products for people to confidently enjoy life outdoors and beyond.

We distribute our products through a balanced omni-channel platform, consisting of our wholesale and direct-to-consumer (“DTC”) channels. In our
wholesale channel, we sell our products through select national and regional accounts and an assemblage of independent retail partners throughout the United
States, Canada, Australia, New Zealand, Europe, and Japan, among others. We carefully evaluate and select retail partners that have an image and approach that are
consistent with our premium brand and pricing. Our domestic national and regional specialty retailers include Dick’s Sporting Goods, REI, Academy Sports +
Outdoors, Bass Pro Shops, Ace Hardware, and Scheels. We sell our products in our DTC channel to customers on YETI.com, country and region specific YETI
websites, and YETI Authorized on the Amazon Marketplace, as well as in our retail stores. Additionally, we offer customized products with licensed trademarks
and original artwork through our corporate sales program and at YETI.com. Our corporate sales program offers customized products to corporate customers for a
wide-range of events and activities, and in certain instances may also offer products to re-sell.

Product Introductions and Updates

During the first quarter of 2023, we expanded our cargo offerings with the launch of the new LoadOut® GoBox in three sizes, introduced the new stackable
Rambler® Lowball, built new customization capabilities for our Yonder™ bottles, and introduced new seasonal colorways.

During the second quarter of 2023, we expanded our drinkware offerings with the launch of the new Rambler™ beverage bucket, introduced new color-
matched straw lid Rambler® bottles and our first ever cast iron skillet, and continued to expand our seasonal colorways.

In October 2023, we introduced our redesigned and improved Hopper® M30 Soft Cooler and Hopper® M20 Soft Backpack Cooler, and also launched two new
sizes with the Hopper® M15 Soft Cooler and the Hopper® M12 Soft Backpack Cooler (collectively, the “Hopper M Series Soft Cooler line”). We believe the
improved design of the Hopper M Series Soft Cooler line adequately addresses the potential safety concerns caused by the magnet-lined closures of the previous-
generation products, which were affected by the product recalls discussed below.

Credit Facility Amendment
On June 22, 2023, we amended our senior secured credit agreement (the “Credit Facility”) to, among other matters, extend its maturity to June 22, 2028 and

increase the commitments under the revolving credit facility (the “Revolving Credit Facility”) from $150.0 million to $300.0 million. For additional information
on the Credit Facility, see “Liquidity and Capital Resources - Credit Facility” below.
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Product Recall Update

In January 2023, we notified the Consumer Products Safety Commission (“CPSC”) of a potential safety concern regarding the magnet-lined closures of our
Hopper® M30 Soft Cooler, Hopper® M20 Soft Backpack Cooler, and SideKick Dry® gear case (the “affected products”) and initiated a global stop sale of the
affected products. In February 2023, we proposed a voluntary recall of the affected products to the CPSC and other relevant global regulatory authorities.
Accordingly, we established reserves for unsalable inventory on-hand, as well as expected future returns and the estimated cost of recall remedies for consumers
with affected products as of December 31, 2022.

In March 2023, we announced separate, voluntary recalls of the affected products in collaboration with the CPSC. During the second quarter of 2023, we
began processing recall returns and claims and based on such experience and trends, we reevaluated our assumptions and adjusted our estimated recall expense
reserve. These trends included higher than anticipated elections to receive gift cards in lieu of product replacement remedies, variations in individual product
participation rates, and lower logistics costs than previously estimated. As a result, we updated our initial recall reserve assumptions, which increased the estimated
recall expense reserve by $8.5 million in the second quarter of 2023. However, the overall consumer recall participation rate has remained consistent with our
expectations.

During the three and nine months ended September 30, 2023, we recorded the following impacts as a result of the recall reserve adjustments and other
incurred costs:

* Net sales - For the three months ended September 30, 2023, an immaterial reduction to sales for higher returns-related costs. For the nine months ended
September 30, 2023, a reduction to net sales for higher estimated future recall remedies (i.e., estimated gift card elections) of $24.5 million, of which $8.1
million and $16.4 million was allocated to our DTC and wholesale channels, respectively. These amounts were allocated based on the historical channel
sell-in basis of the affected products;

+  Cost of goods sold - For the three months ended September 30, 2023, a benefit of $0.8 million related to lower than anticipated recall-related costs. For
the nine months ended September 30, 2023, favorable impacts of $5.0 million primarily related to lower estimated costs of future product replacement
remedy elections and logistics costs, $1.3 million from an inventory reserve adjustment, and $0.8 million related to lower recall-related costs; and

*  SG&A - For the nine months ended September 30, 2023, a benefit of $10.5 million primarily related to lower estimated other recall-related costs
including logistics costs.

The ultimate impact from the recalls may differ materially from our estimates, and may harm our business, financial condition and results of operations. See
Part [, Item 1A “Risk Factors - Risks Related to Our Business, Operations and Industry.”

In addition, our sales have also been materially adversely impacted by the stop sale of the affected products. We have developed solutions to address the
potential safety concern of the affected products. In October 2023, we introduced our redesigned and improved Hopper® M30 Soft Cooler and Hopper® M20 Soft
Backpack Cooler, as discussed above.

Macroeconomic Conditions

During 2021 and 2022, we experienced challenges associated with the complex and uncertain macroeconomic environment in which we operate. Consistent
across many industries, we experienced inflationary pressures and supply chain challenges, including port congestion, container and labor shortages, which
resulted in longer transit times, higher distribution, logistics, and product input costs. As a result, we experienced decreased profitability and delayed product
availability for certain products in 2022. However, in the second half of 2022, these inflationary pressures and supply chain challenges, including inbound freight
rates, began improving. In 2023, freight rates have stabilized at near pre-pandemic levels. The reduction in freight rates has resulted in an improvement to our
gross margin during the first nine months of 2023 compared to the prior year period. We continue to expect to see improvements in our gross margin for the
remainder of 2023 due to these lower freight rates.

There is significant uncertainty regarding how macroeconomic trends, including high levels of inflation, higher interest rates and heightened concerns about a
recession, will impact consumer demand. While some of these conditions have negatively impacted consumer discretionary spending behavior, we continue to see
strong consumer demand for our products.

In addition to the trends discussed above, foreign exchange rate fluctuations and geopolitical issues add to significant uncertainty in the macroeconomic

environment. A worsening of any of the macroeconomic trends discussed herein may adversely impact our business, operations, and financial results in the future.
We will continue to monitor and, if necessary, mitigate the effects of the macroeconomic environment on our business.
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General
Components of Our Results of Operations

Net Sales. Net sales are comprised of wholesale channel sales to our retail partners and sales through our DTC channel. Net sales in both channels reflect the
impact of product returns, as well as discounts for certain sales programs or promotions.

We discuss the net sales of our products in our two primary categories: Coolers & Equipment and Drinkware. Our Coolers & Equipment category includes
hard coolers, soft coolers, bags, outdoor equipment, and cargo, as well as accessories and replacement parts for these products. Our Drinkware category is
primarily composed of our stainless-steel drinkware products and related accessories. In addition, our Other category is primarily comprised of ice substitutes and
YETI-branded gear, such as shirts, hats, and other miscellaneous products.

Gross profit. Gross profit reflects net sales less cost of goods sold, which primarily includes the purchase cost of our products from our third-party contract
manufacturers, inbound freight and duties, product quality testing and inspection costs, depreciation expense of our molds, tooling, and equipment, and the cost of
customizing products. We calculate gross margin as gross profit divided by net sales. Our DTC channel generally generates higher gross margin than our wholesale
channel due to differentiated pricing between these channels.

Selling, general, and administrative expenses. Selling, general, and administrative (“SG&A”) expenses consist primarily of marketing costs, employee
compensation and benefits costs, costs of our outsourced warehousing and logistics operations, costs of operating on third party DTC marketplaces, professional
fees and services, non-cash stock-based compensation, cost of product shipment to our customers, depreciation and amortization expense, and general corporate
infrastructure expenses. Our variable expenses, including outbound freight, online marketplace fees, third-party logistics fees, and credit card processing fees, will
vary as they are dependent on our sales volume and our channel mix. Our DTC channel variable SG&A costs are generally higher as a percentage of net sales than
our wholesale channel distribution costs.

Fiscal Year. We have a 52- or 53-week fiscal year that ends on the Saturday closest in proximity to December 31, such that each quarterly period will be
13 weeks in length, except during a 53-week year when the fourth quarter will be 14 weeks. Our fiscal year ending December 30, 2023 (“2023”) is a 52-week
period. The first quarter of our fiscal year 2023 ended on April 1, 2023, the second quarter ended on July 1, 2023, and the third quarter ended on September 30,
2023. Our fiscal year ended December 31, 2022 (“2022”) was a 52-week period. Unless otherwise stated, references to particular years, quarters, months and
periods refer to our fiscal years and the associated quarters, months, and periods of those fiscal years. The unaudited condensed consolidated financial results
presented herein represent the three and nine months ended September 30, 2023 and October 1, 2022.
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Results of Operations

The discussion below should be read in conjunction with the following table and our unaudited condensed consolidated financial statements, and related notes.
The following table sets forth selected statement of operations data, and their corresponding percentage of net sales, for the periods indicated (dollars in

thousands):
Three Months Ended Nine Months Ended
September 30, 2023 October 1, 2022 September 30, 2023 October 1, 2022

Statement of Operations
Net sales $ 433,561 100% § 433,556 100% § 1,138,920 100% $ 1,147,226 100 %
Cost of goods sold 182,310 42 % 211,149 49 % 510,961 45 % 550,860 48 %

Gross profit 251,251 58 % 222,407 51% 627,959 55% 596,366 52 %
Selling, general, and administrative expenses 189,374 44 % 153,940 36 % 500,653 44 % 426,263 37 %

Operating income 61,877 14 % 68,467 16 % 127,306 11 % 170,103 15 %
Interest expense (285) —% (1,495) —% (1,610) —% (3,221) — %
Other expense (4,032) 1% (7,281) 2% (2,782) — % (12,202) 1%

Income before income taxes 57,560 13 % 59,691 14 % 122,914 11 % 154,680 13 %
Income tax expense (14,903) 3% (14,171) 3% (31,622) 3% (37,249) 3%
Net income $ 42,657 10% $ 45,520 10% 3 91,292 8% $ 117,431 10 %
Comparison of the Three Months Ended September 30, 2023 and October 1, 2022

Three Months Ended
September 30, October 1, Change

(dollars in thousands) 2023 2022 $ %
Net sales $ 433,561 $ 433,556 $ 5 —%
Gross profit $ 251,251 $ 222,407 $ 28,844 13%

Gross margin (gross profit as a % of net sales) 58.0 % 51.3% 670 basis points
Selling, general, and administrative expenses $ 189,374 $ 153,940 $ 35,434 23 %

SG&A as a % of net sales 43.7 % 355 % 820 basis points

Net Sales

Net sales were flat at $433.6 million for the three months ended September 30, 2023, compared to the three months ended October 1, 2022. Net sales for the
three months ended September 30, 2023, include $6.3 million of sales related to gift card redemptions in connection with recall remedies. Our results have been

materially adversely impacted by the stop sale of certain soft coolers included in the recalls initiated during the first quarter of 2023.

Net sales in our two channels were as follows:

*  DTC channel net sales increased $32.1 million, or 14%, to $259.5 million, compared to $227.4 million in the prior year quarter, due to growth in both

Drinkware and Coolers & Equipment. DTC channel mix was 60% in the third quarter of 2023 compared to 52% in the third quarter of 2022.

*  Wholesale channel net sales decreased $32.1 million, or 16%, to $174.1 million, compared to $206.2 million in the same period last year. This decrease

was due to a decline in both Coolers & Equipment and Drinkware.
Net sales in our two primary product categories were as follows:

*  Drinkware net sales increased by $14.3 million, or 6%, to $253.3 million, compared to $239.0 million in the prior year quarter, reflecting the

strong

demand for Rambler® straw lid mugs, expanded offerings in Rambler® and Yonder® bottles, our new beverage bucket, and our new seasonal colorways.
»  Coolers & Equipment net sales decreased by $14.1 million, or 8%, to $171.5 million, compared to $185.7 million in the same period last year primarily

due to the stop sale of the products affected by the recalls. Despite strong overall consumer demand, hard coolers declined year-over-year primarily
the success in rebuilding channel inventory during the same
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period last year. These impacts were partially offset by strong performance in our existing Hopper® Flip soft cooler line as well as cargo.
Gross Profit

Gross profit increased $28.8 million, or 13%, to $251.3 million, compared to $222.4 million in the prior year quarter. Gross margin rate increased 670 basis
points to 58.0% from 51.3% in the prior year quarter. The components of the change in gross margin rate were as follows:

* lower inbound freight rates, which favorably impacted gross margin by 480 basis points;

* lower product costs, which favorably impacted gross margin by 150 basis points;

* anincrease in the mix of DTC channel net sales, which favorably impacted gross margin by 110 basis points;

» the favorable impact of lower than anticipated recall-related costs, which favorably impacted gross margin by 20 basis points; and

»  other impacts, net of higher customization costs and depreciation and amortization expense, which favorably impacted gross margin by 20 basis points.

These were partially offset by higher promotions in our DTC channel, including Amazon Prime Day promotions, which unfavorably impacted gross margin by
110 basis points.

Selling, General, and Administrative Expenses

SG&A expenses increased $35.4 million, or 23%, to $189.4 million for the three months ended September 30, 2023, compared to $153.9 million for the three
months ended October 1, 2022. As a percentage of net sales, SG&A expenses increased 820 basis points to 43.7% for the three months ended September 30, 2023
from 35.5% for the three months ended October 1, 2022, which was partly driven by deleverage due to the impact of the stop sale on our net sales growth, as
discussed above. The increase in SG&A expenses was primarily driven by:

* anincrease in variable expenses of $13.7 million (increasing SG&A as a percent of net sales by 320 basis points) comprised of:
—  higher distribution costs, including outbound freight and Amazon Marketplace fees; and
* anincrease in non-variable expenses of $21.7 million (increasing SG&A as a percent of net sales by 500 basis points) comprised of:
— an increase in employee costs, primarily driven by incentive compensation and, and to a lesser degree, investments in headcount to support future
growth, investments in marketing expenses, and asset impairments.

Non-Operating Expenses

Interest expense, net was $0.3 million for the three months ended September 30, 2023, compared to $1.5 million for the three months ended October 1, 2022.
This decrease was primarily driven by higher interest income, partially offset by an increase in interest expense due to higher interest rates on our outstanding
long-term debt.

Other expense was $4.0 million for the three months ended September 30, 2023, compared to other expense of $7.3 million for the three months ended
October 1, 2022. The change in other expense was due to a reduction in foreign currency losses on intercompany balances.

Income tax expense was $14.9 million for the three months ended September 30, 2023, compared to $14.2 million for the three months ended October 1,
2022. The eftective tax rate for the three months ended September 30, 2023 was 26%, compared to 24% for the three months ended October 1, 2022. The increase
in both the income tax expense and the effective tax rate was primarily due to a discrete tax expense related to a change in the reserve estimate for an uncertain tax
position in the three months ended September 30, 2023.
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Nine Months Ended September 30, 2023 Compared to October 1, 2022

Nine Months Ended
September 30, October 1, Change

(dollars in thousands) 2023 2022 $ %

Net sales $ 1,138,920 $ 1,147,226 $ (8,306) ()%
Gross profit $ 627,959 $ 596,366 $ 31,593 5%
Gross margin (gross profit as a % of net sales) 55.1% 52.0 % 310 basis points

Selling, general, and administrative expenses $ 500,653 $ 426,263 $ 74,390 17 %
SG&A as a % of net sales 44.0 % 372 % 680 basis points

Net Sales

Net sales decreased $8.3 million, or 1%, to $1,138.9 million for the nine months ended September 30, 2023, compared to $1,147.2 million for the nine months
ended October 1, 2022. Net sales for the nine months ended September 30, 2023 were unfavorably impacted by $24.5 million related to the recall reserve
adjustment (See “Product Recall Update” above for additional information). Excluding the unfavorable recall reserve adjustment, net sales increased $16.2 million,
or 1%, primarily due to growth in our DTC channel. Net sales for the nine months ended September 30, 2023, include $18.8 million of sales related to gift card
redemptions in connection with recall remedies. Our results have also been materially adversely impacted by the stop sale of certain soft coolers included in the
recalls initiated during the first quarter of 2023.

Net sales in our two channels were as follows:

*  DTC channel net sales increased $44.6 million, or 7%, to $652.9 million, compared to $608.2 million in the prior year period, due to growth in
Drinkware. Excluding the $8.1 million unfavorable impact of the recall reserve adjustment (as discussed above), DTC channel net sales increased
$52.8 million, or 9%, due to growth in both Drinkware and Coolers & Equipment. DTC channel mix was 57% in the first nine months of 2023 compared
to 53% in the first nine months of 2022.

*  Wholesale channel net sales decreased $52.9 million, or 10%, to $486.1 million, compared to $539.0 million in the same period last year. Excluding the
$16.4 million impact of the recall reserve adjustment (as discussed above), wholesale channel net sales decreased $36.6 million, or 7%, due to a decline in
both Coolers & Equipment and Drinkware.

Net sales in our two primary product categories were as follows:

*  Drinkware net sales increased by $37.9 million, or 6%, to $677.0 million, compared to $639.1 million in the prior year period, reflecting the strong
demand for Rambler® straw lid mugs, expanded offerings in Rambler® bottles, the introductions of our new Yonder® bottles, our new beverage bucket,
and new seasonal colorways.

+  Coolers & Equipment net sales decreased by $49.5 million, or 10%, to $432.5 million, compared to $482.0 million in the same period last year, and were
unfavorably impacted by $24.5 million due to the recall reserve adjustment (as discussed above). Excluding the $24.5 million unfavorable impact of the
recall reserve adjustment, Coolers & Equipment sales decreased $25.0 million, or 5%, primarily due to the stop sale of the products affected by the
recalls. These impacts were partially offset by strong performance in hard coolers, our existing Hopper® Flip Soft Cooler line, and cargo.

Gross Profit

Gross profit increased $31.6 million, or 5%, to $628.0 million compared to $596.4 million in the prior year period. Gross margin rate increased 310 basis
points to 55.1% from 52.0% in the same period last year. Gross margin for the first three quarters of 2023 was unfavorably impacted by $17.4 million related to the
product recalls (See “Product Recall Update” above for additional information), which unfavorably impacted gross margin by 40 basis points. The other
components of the change in gross margin rate were as follows:

* lower inbound freight, including the favorable impact of a prior year out-of-period adjustment as well as lower rates, which favorably impacted gross
margin by 330 basis points;

» lower product costs, which favorably impacted gross margin by 80 basis points; and

* anincrease in the mix of DTC channel net sales, which favorably impacted gross margin by 40 basis points.
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These were partially offset by:

»  higher promotions in our DTC channel, including Amazon Prime Day promotions, which unfavorably impacted gross margin by 40 basis points;

+ the unfavorable impact of foreign currency exchange rates, which negatively impacted gross margin by 20 basis points; and

» other impacts, including higher depreciation and amortization expense and customization costs, which unfavorably impacted gross margin by 40 basis
points.

Selling, General, and Administrative Expenses

SG&A expenses increased by $74.4 million, or 17%, to $500.7 million for the nine months ended September 30, 2023 compared to $426.3 million for the nine
months ended October 1, 2022. As a percentage of net sales, SG&A expenses increased by 680 basis points to 44.0% for the nine months ended September 30,
2023 compared to 37.2% for the nine months ended October 1, 2022, which was partly driven by deleverage due to the impact of the stop sale and the recall
reserve adjustment on our net sales growth, as discussed above. The increase in SG&A expenses was primarily driven by:

* anincrease in variable expenses of $24.6 million (increasing SG&A as a percent of net sales by 230 basis points) comprised of:
— higher distribution costs, including outbound freight and Amazon Marketplace fees;
*  anincrease in non-variable expenses of $60.3 million (increasing SG&A as a percent of net sales by 540 basis points) comprised of:
— an increase in employee costs, primarily driven by incentive compensation and, to a lesser degree, investments in headcount to support future
growth, investments in marketing expenses, warehousing costs, facility costs, and asset impairments; which were partially offset by
e a favorable $10.5 million impact related to the recall reserve adjustment (decreasing SG&A as a percent of net sales by 90 basis points). See “Product
Recall Update” above for additional information.

Non-Operating Expenses

Interest expense, net was $1.6 million for the nine months ended September 30, 2023, compared to $3.2 million for the nine months ended October 1, 2022.
The decrease was primarily driven by higher interest income, partially offset by an increase in interest expense due to higher interest rates on our outstanding long-
term debt.

Other expense was $2.8 million for the nine months ended September 30, 2023, compared to $12.2 million for the nine months ended October 1, 2022. The
change in other expense was primarily due to a reduction in foreign currency losses on intercompany balances.

Income tax expense was $31.6 million for the nine months ended September 30, 2023, compared to $37.2 million for the nine months ended October 1, 2022.
The decrease in income tax expense is due to lower income before income taxes. The effective tax rate for the nine months ended September 30, 2023 was 26%,
compared to 24% for the nine months ended October 1, 2022. The higher effective tax rate was primarily due to discrete tax expenses related to the vesting of
certain stock-based compensation and a change in the reserve estimate for an uncertain tax position in the nine months ended September 30, 2023.
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Liquidity and Capital Resources
General

Our cash requirements have principally been for working capital purposes, long-term debt repayments, and capital expenditures. We fund our working capital,
which primarily consists of inventory and accounts receivable, and our capital investments from cash flows from operating activities, cash on hand, and
borrowings available under our Revolving Credit Facility. We believe that our current operating performance, operating plan, our strong cash position, and
borrowings available under our Revolving Credit Facility, will be sufficient to satisfy our foreseeable liquidity needs and capital expenditure requirements for at
least the next twelve months.

Current Liquidity

As of September 30, 2023, we had a cash balance of $281.4 million, working capital (excluding cash) of $149.1 million, and $300.0 million of borrowings
available under the Revolving Credit Facility.

Credit Facility
Our Credit Facility provides for a $300.0 million Revolving Credit Facility and a $84.4 million term loan (“Term Loan A”).

On March 31, 2023, we amended the Credit Facility, leaving the material terms of the Credit Facility substantially unchanged, with the exception of certain
changes to implement the replacement of London Interbank Offered Rate (“LIBOR”) with the Secured Overnight Financing Rate (“SOFR”) as the reference rate
therein.

On June 22, 2023, we further amended the Credit Facility, which extended the maturity date of both the Term Loan A and the Revolving Credit Facility from
December 17, 2024 to June 22, 2028; refinanced and replaced the existing Term Loan A in full with a new $84.4 million Term Loan A; and increased the
commitments under the Revolving Credit Facility from $150.0 million to $300.0 million. As a result of the amendment, we recognized a $0.3 million loss on
modification and extinguishment of debt and we capitalized $2.8 million of new lender and third-party fees in the second quarter of 2023.

At September 30, 2023, we had $83.3 million principal amount of indebtedness outstanding under Term Loan A under the Credit Facility and no outstanding
borrowings under the Revolving Credit Facility. The weighted-average interest rate for borrowings under Term Loan A was 6.70% during the three months ended
September 30, 2023.

The Credit Facility requires us to comply with certain covenants, including financial covenants regarding our total net leverage ratio and interest coverage
ratio. Fluctuations in these ratios may increase our interest expense. Failure to comply with these covenants and certain other provisions of the Credit Facility, or
the occurrence of a change of control, could result in an event of default and an acceleration of our obligations under the Credit Facility or other indebtedness that
we may incur in the future. At September 30, 2023, we were in compliance with all covenants and expect to remain in compliance with all covenants under the
Credit Facility.

Share Repurchase

On February 27, 2022, the Board of Directors authorized a common stock repurchase program of up to $100.0 million. During the three months ended April 2,
2022, we repurchased 1,676,551 shares for an aggregate purchase price of $100.0 million, including fees and commissions, at an average repurchase price of
$59.66 per share. Following the repurchases, no shares remained available under the program. All of the common stock repurchased is held as treasury stock.
Material Cash Requirements

Other than as disclosed above with respect to extension of the maturity date of the Term Loan A, there have been no material changes in our material cash

requirements for contractual and other obligations, including capital expenditures, as disclosed under “Material Cash Requirements” included in Part II, Item 7 of
our Annual Report on Form 10-K for the year ended December 31, 2022 filed with the U.S. Securities and Exchange Commission (“SEC”).
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Cash Flows from Operating, Investing, and Financing Activities

The following table summarizes our cash flows from operating, investing and financing activities for the periods indicated (in thousands):

Nine Months Ended
September 30, October 1,
2023 2022
Cash flows provided by (used in):
Operating activities $ 114,769 $ (72,215)
Investing activities $ (58,263) $ (40,417)
Financing activities $ (11,931) $ (120,213)

Operating Activities

Cash flows related to operating activities are dependent on net income, non-cash adjustments to net income, and changes in working capital. The increase in
cash provided by operating activities during the nine months ended September 30, 2023 compared to cash used by operating activities during the nine months
ended October 1, 2022 is primarily due to an increase in net cash provided by working capital, partially offset by a decrease in net income, adjusted for non-cash
items, including the impact of our recalls, for the periods compared. The increase in cash provided by working capital was primarily due to a decrease in inventory,
partially offset by an increase in accounts receivable, and a decrease in accounts payable and accrued expenses and taxes payable.

Investing Activities

The increase in cash used in investing activities during the nine months ended September 30, 2023 was primarily related to increased purchases for production
molds, tooling and equipment, and leasehold improvements.

Financing Activities

The decrease in cash used by financing activities during the nine months ended September 30, 2023 was primarily driven by repurchases of common stock in
the prior year period.
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Critical Accounting Policies and Estimates

Our unaudited condensed consolidated financial statements are prepared in accordance with GAAP. The preparation of these unaudited condensed
consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, expenses and
related disclosures. We evaluate our estimates and assumptions on an ongoing basis. Our estimates are based on historical experience and various other
assumptions that we believe to be reasonable under the circumstances. Actual results could differ materially from those estimates. A discussion of the accounting
policies that management considers critical in that they involve significant management judgments and assumptions, require estimates about matters that are
inherently uncertain and because they are important for understanding and evaluating our reported financial results is included in Part II, Item 7 of our Annual
Report on Form 10-K for the year ended December 31, 2022 filed with the SEC.

Product Recall Reserves

As described in Note 10 of the Notes to the Unaudited Condensed Consolidated Financial Statements, we announced voluntary recalls for our Hopper® M30
Soft Cooler, Hopper® M20 Soft Backpack Cooler, and SideKick Dry® gear case (the “affected products™). Estimating the cost of recall remedies required
significant judgment and is primarily based on i) expected consumer participation rates; and ii) the estimated costs of the consumer’s elected remedy in the
voluntary recalls, including estimated cost of offered product replacements and elections to receive gift cards in lieu of product replacements, logistics costs and
other recall-related costs.

In the second quarter of 2023, we began processing claims and returns for our product recall, and based on such experience and observed trends, we
reevaluated our prior assumptions and adjusted our estimated product recall reserve. These trends included higher than anticipated elections by consumers to
receive gift cards in lieu of product replacement remedies, variations in individual product participation rates, and lower logistics costs than previously estimated.
As a result, we updated our initial recall reserve assumptions, which increased the estimated recall expense reserve by $8.5 million in the second quarter of 2023.
However, the overall consumer recall participation rate has remained consistent with our expectations.

We will continue to reevaluate these assumptions each period, and the related reserves may be adjusted when factors indicate that the reserve is either not
sufficient to cover or exceeds the estimated product recall expenses. The ultimate impact from the recalls could differ materially from these estimates. As of
September 30, 2023 and December 31, 2022, the reserve for the estimated product recall expenses was $25.9 million and $94.8 million, respectively, and is
included within accrued expenses and other current liabilities on our consolidated balance sheets. In addition, we recorded an inventory reserve, or write-off, of
$34.1 million for our unsalable inventory on-hand as of December 31, 2022. As of September 30, 2023, the balance of the inventory reserve was nominal and
decreased from December 31, 2022 due to physical scrapping of the unsalable inventory on-hand.

There have been no other significant changes to our critical accounting policies.
Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes to our market risk exposures or management of market risk from those disclosed in Quantitative and Qualitative
Disclosures About Market Risk included under Item 7A in our Annual Report on Form 10-K for the year ended December 31, 2022.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934 (“Exchange Act”)) are
designed to ensure that information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized, and
reported within the time periods specified in the SEC’s rules and forms and to ensure that information required to be disclosed is accumulated and communicated
to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding disclosures. Our
management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure controls and
procedures as of the end of the period covered by this Quarterly Report on Form 10-Q. Based on this evaluation, our Chief Executive Officer and Chief Financial
Officer have concluded that our disclosure controls and procedures were effective as of September 30, 2023.

Changes in Internal Control over Financial Reporting

During the quarter ended September 30, 2023, there were no changes in our internal control over financial reporting that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

Inherent Limitations in Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls and procedures, or our
internal controls, will prevent all error and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not absolute,
assurance that the objectives of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any, within the Company have been detected. These inherent limitations include the realities that
judgments in decision making can be faulty, and that breakdowns can occur because of simple error or mistake or fraud. Additionally, controls can be
circumvented by i