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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
FOX FACTORY HOLDING CORP.
Condensed Consolidated Balance Sheets
(in thousands, except per share data)
As of
September 27,

As of
December 28,

2019

2018

(unaudited)
Assets
Current assets:
Cash and cash equivalents
Accounts receivable (net of allowances of $1,036 and $600 at September 27, 2019
and December 28, 2018, respectively)
Inventory
Prepaids and other current assets
Total current assets
Property, plant and equipment, net
Deferred tax assets
Goodwill
Intangibles, net
Other assets
Total assets

$

31,979

$

27,958

106,798
131,228
29,604

78,882
107,140
17,967

299,609
102,557
20,837
93,515
83,575
476

231,947
64,788
15,328
88,850
83,974
367

$

600,569

$

485,254

$

64,853
36,559
1,187
—

$

55,086
33,607
1,169
6,923

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued expenses
Reserve for uncertain tax positions
Current portion of long-term debt
Total current liabilities
Line of credit
Long-term debt, less current portion
Other liabilities
Total liabilities
Commitments and contingencies (Refer to Note 8 - Commitments and Contingencies)
Redeemable non-controlling interest
Stockholders’ equity
Preferred stock, $0.001 par value — 10,000 authorized and no shares issued or outstanding
as of September 27, 2019 and December 28, 2018
Common stock, $0.001 par value — 90,000 authorized; 39,414 shares issued and 38,524
outstanding as of September 27, 2019; 38,881 shares issued and 37,991 outstanding as of
December 28, 2018
Additional paid-in capital
Treasury stock, at cost; 890 common shares as of September 27, 2019 and December 28,
2018
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities, redeemable non-controlling interest and stockholders’
equity

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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102,599
73,000
—
12,639

96,785
—
52,503
479

188,238

149,767

15,711

14,282

—

—

38
121,348

38
116,019

(13,754)
(981)
289,969

(13,754)
(784)
219,686

396,620

321,205

600,569

$

485,254
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FOX FACTORY HOLDING CORP.
Condensed Consolidated Statements of Income
(in thousands, except per share data)
(unaudited)
For the three months ended
September 27,
2019

Sales

$

Cost of sales
Gross profit

For the nine months ended

September 28,

September 27,

2018

211,317
141,500

$

September 28,

2019

175,798
115,312

$

2018

565,139
382,045

$

462,415
307,872

69,817

60,486

183,094

154,543

Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of purchased intangibles
Total operating expenses

11,660
8,376
12,727
1,694

9,606
6,765
11,164
1,499

32,186
23,442
36,065
4,751

28,142
19,019
31,137
4,567

34,457

29,034

96,444

82,865

Income from operations

35,360

31,452

86,650

71,678

748
(37)

748
180

2,582
532

2,379
380

711

928

3,114

2,759

34,649
4,473

30,524
5,788

83,536
11,596

68,919
3,919

30,176
689

24,736
424

71,940
1,429

65,000
1,094

Other expense, net:
Interest expense
Other (income) expense
Other expense, net
Income before income taxes
Provision for income taxes
Net income
Less: net income attributable to non-controlling interest
Net income attributable to FOX stockholders

$

29,487

$

24,312

$

70,511

$

63,906

$
$

0.77
0.75

$
$

0.64
0.62

$
$

1.84
1.80

$
$

1.69
1.64

Earnings per share:
Basic
Diluted
Weighted average shares used to compute earnings per
share:
Basic
Diluted

38,451
39,174

37,886
39,052

The accompanying notes are an integral part of these condensed consolidated financial statements.
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38,259
39,151

37,743
38,913
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FOX FACTORY HOLDING CORP.
Condensed Consolidated Statements of Comprehensive Income
(in thousands)
(unaudited)
For the three months ended
September 27,
2019

Net income

$

September 27,

2018

30,176

Other comprehensive (loss) income
Foreign currency translation adjustments, net of tax
effects
Other comprehensive (loss) income
Comprehensive income
Less: comprehensive income attributable to non-controlling
interest
Comprehensive income attributable to FOX stockholders
$

For the nine months ended

September 28,

$

2019

24,736

$

2018

71,940

$

65,000

(352)

401

(197)

(452)

(352)

401

(197)

(452)

29,824

25,137

689
29,135

71,743

424
$

24,713

The accompanying notes are an integral part of these condensed consolidated financial statements.
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September 28,

64,548

1,429
$

70,314

1,094
$

63,454
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FOX FACTORY HOLDING CORP.
Condensed Consolidated Statements of Stockholders' Equity and Redeemable Non-controlling Interest
(in thousands)
(unaudited)

Common Stock
Shares
Balance - December 29,
2017

38,497

Amount

$

Treasury
Shares

Amount

38

890

$ (13,754 )

Accumulated
Additional
other
paid-in
comprehensive
capital
(loss) income

$

112,793 $

(168 )

Retained
earnings

$ 135,926

Total
stockholders'
equity

Redeemable
non-controlling
interest

$

$

234,835

12,955

Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

49

—

—

—

Redeemable noncontrolling interest

—

—

—

—

—

—

Stock-based compensation
expense

—

—

—

—

2,046

—

—

2,046

—

Foreign currency
translation adjustment

—

—

—

—

—

475

—

475

—

Adoption of new
accounting standard, net of
taxes

—

—

—

—

—

—

Net Income

—

—

—

—

—

—

21,224

38

890

307

$ 155,858

—

—

Balance - March 30,
2018
Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

38,546

$

$ (13,754 )

(1,375 )

$

113,464 $

—
(1,011 )

(281 )

(1,375 )

—

(1,011 )

1,011

(281 )

—

21,224
$

226

255,913 — $

103

—

—

—

—

—

—

—

—

—

448

448

Stock-based compensation
expense

—

—

—

—

1,785

—

—

1,785

—

Foreign currency
translation adjustment

—

—

—

—

—

—

(1,328 )

—

—
890

229

—

—

—

(7 )

—

Redeemable noncontrolling interest

—

—

—

—

—

—

Stock-based compensation
expense

—

—

—

—

1,818

—

Foreign currency
translation adjustment

—

—

—

—

—

401

—

401

—

Net Income

—

—

—

—

—

—

24,312

24,312

424

38

890

Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

Balance - September 28,
38,878
2018

$

$

$ (13,754 )

$ (13,754 )

—
$

$

112,592 $

114,403 $

The accompanying notes are an integral part of these consolidated statements.
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—
(1,021 )

(620 )

18,369

(448 )

—

38,649

—

—

38

Balance - June 29, 2018

—

(1,328 )

(2,657 )

14,192

Redeemable noncontrolling interest

Net Income

(2,657 )

—

$ 174,675

18,369
$

—
(240 )
—

$ 198,747

272,530

444
$

(7 )

—

(240 )

240

1,818

$

14,188

298,814

—

$

14,852
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FOX FACTORY HOLDING CORP.
Condensed Consolidated Statements of Stockholders' Equity and Redeemable Non-controlling Interest
(in thousands)
(unaudited)

Common Stock
Shares
Balance - December 28,
2018
Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

38,881

Amount

$

Additional
paid-in
capital

Treasury
Shares

Amount

38

890

$ (13,754 )

$

Accumulated
other
comprehensive
(loss) income

116,019 $

(784 )

Retained
earnings

$ 219,686

Total
stockholders'
equity

$

321,205

Redeemable
non-controlling
interest

$

14,282

180

—

—

—

(1,229 )

—

—

(1,229 )

—

Stock-based compensation
expense

—

—

—

—

1,729

—

—

1,729

—

Foreign currency
translation adjustment

—

—

—

—

—

Adoption of new
accounting standard, net of
taxes

—

—

—

—

—

—

Net Income

—

—

—

—

—

—

38

890

Balance - March 29,
2019
Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

39,061

$

$ (13,754 )

$

116,519 $

(159 )

(943 )

—

(159 )

(228 )

(228 )

18,103
$ 237,561

—

—

18,103
$

339,421

299
$

14,581

115

—

—

—

(2,264 )

—

—

(2,264 )

—

Issuance of stock for
business acquisition

98

—

—

—

7,167

—

—

7,167

—

Stock-based compensation
expense

—

—

—

—

1,621

—

—

1,621

—

Foreign currency
translation adjustment

—

—

—

—

—

314

—

314

—

Adoption of new
accounting standard, net of
taxes

—

—

—

—

—

—

—

—

38

890

Net Income
Balance - June 28, 2019
Issuance of common stock
under equity compensation
plans, net of shares
repurchased for income tax
withholding

—
39,274

—
$

—
$ (13,754 )

—
$

123,043 $

—
(629 )

22,921
$ 260,482

22,921
$

369,180

441
$

15,022

140

—

—

—

(3,300 )

—

—

(3,300 )

—

Stock-based compensation
expense

—

—

—

—

1,605

—

—

1,605

—

Foreign currency
translation adjustment

—

—

—

—

—

Net Income

—

—

—

—

—

38

890

Balance - September 27,
39,414
2019

$

$ (13,754 )

$

121,348 $

The accompanying notes are an integral part of these consolidated statements.
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(352 )
—
(981 )

—

(352 )

29,487
$ 289,969

—

29,487
$

396,620

689
$

15,711
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FOX FACTORY HOLDING CORP.
Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)
For the nine months ended
September 27, 2019

September 28, 2018

$

$

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Stock-based compensation
Deferred taxes and uncertain tax positions
Loss on extinguishment of debt
Changes in operating assets and liabilities, net of effects of acquisition of business:
Accounts receivable
Inventory
Income taxes
Prepaids and other assets
Accounts payable
Accrued expenses and other liabilities
Net cash provided by operating activities

71,940

65,000

12,967
4,955
(5,503)
516

10,911
5,649
(12,258)
—

(28,257)
(20,339)
(7,339)
(7,577)
9,797
(236)

(24,760)
(20,403)
(1,328)
80
35,717
2,144

30,924

60,752

(25,903)
(6,804)

(20,412)
—

(32,707)

(20,412)

67,500
(52,053)
(2,813)
(6,793)

—
(35,585)
(3,750)
(4,041)

5,841

(43,376)

INVESTING ACTIVITIES:
Purchases of property and equipment
Acquisition of businesses
Net cash used in investing activities
FINANCING ACTIVITIES:
Proceeds from line of credit
Payments on line of credit
Repayment of debt
Repurchases from stock compensation program, net
Net cash provided by (used in) financing activities
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS
CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of period
CASH AND CASH EQUIVALENTS—End of period

(37)

(79)

4,021
27,958

(3,115)
35,947

$

31,979

$

32,832

$
$
$

24,402
1,971
4,476

$
$
$

17,664
2,223
—

$
$
$

88,875
8,565
7,167

$
$
$

—
—
—

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid during the period for:
Income taxes
Cash paid for interest, net of capitalized interest
Cash paid for amounts included in the measurement of lease liabilities
Non-cash operating activities:
Refinancing of the Second Amended and Restated Credit Facility
Right-of-use assets obtained in exchange for lease obligations
Acquisition of business in exchange for equity
The accompanying notes are an integral part of these condensed consolidated financial statements.
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements
(in thousands, except per share amounts)
(unaudited)
1. Description of the Business, Basis of Presentation, and Summary of Significant Accounting Policies - Fox Factory Holding Corp. (the
"Company") designs and manufactures performance-defining products primarily for bicycles ("bikes"), side-by-side vehicles ("Side-by-Sides"), onroad and off-road vehicles and trucks, all-terrain vehicles or ATVs, snowmobiles, specialty vehicles and applications, motorcycles and commercial
trucks. The Company is a direct supplier to leading power vehicle original equipment manufacturers ("OEMs") and provides aftermarket products to
retailers, dealerships, and distributors. Additionally, the Company supplies top bicycle OEMs and their current contract manufacturers, and
provides aftermarket products to retailers and distributors.
Throughout this Form 10-Q, unless stated otherwise or as the context otherwise requires, the "Company," "FOX," "Fox Factory," "we," "us," "our,"
and "ours" refer to Fox Factory Holding Corp. and its operating subsidiaries on a consolidated basis.
Basis of Presentation - The accompanying condensed consolidated financial statements are unaudited. These unaudited interim condensed
consolidated financial statements have been prepared in accordance with accounting principles generally accepted (“GAAP”) in the United States
of America ("U.S." or "United States") and applicable rules and regulations of the U.S. Securities and Exchange Commission (“SEC”) regarding
interim financial reporting. The year-end condensed balance sheet data was derived from audited financial statements, but does not include all
disclosures required by GAAP. Certain information and footnote disclosures normally included in the financial statements prepared in accordance
with GAAP have been condensed or omitted pursuant to such rules and regulations. Accordingly, these interim condensed consolidated financial
statements should be read in conjunction with the audited consolidated financial statements for the fiscal year ended December 28, 2018 included in
the Company’s Annual Report on Form 10-K, as filed with the SEC on February 26, 2019. In management’s opinion, the unaudited interim
condensed consolidated financial statements reflect all adjustments, which are of a normal and recurring nature, that are necessary for a fair
presentation of financial results for the interim periods presented. Operating results for any quarter are not necessarily indicative of the results for
the full fiscal year.
The Company operates on a 52-53 week fiscal calendar. For 2019 and 2018, the Company's fiscal year will end or has ended on January 3, 2020 and
December 28, 2018, respectively. The twelve month periods ended January 3, 2020 and December 28, 2018, will include or have included 53 and 52
weeks, respectively. The three and nine month periods ended September 27, 2019 and September 28, 2018 each included 13 weeks and 39 weeks,
respectively.
Principles of Consolidation - These condensed consolidated financial statements include the Company and its subsidiaries. All intercompany
transactions and balances have been eliminated in consolidation.
Summary of Significant Accounting Policies - Beginning the first quarter of fiscal year 2019, the Company adopted Accounting Standards Update
("ASU") No. 2016-02, Leases ("ASU 2016-02"). There have been no other changes to our significant accounting policies described in our Annual
Report on Form 10-K for the fiscal year ended December 28, 2018, as filed with the SEC on February 26, 2019, that have had a material impact on our
condensed consolidated financial statements and related notes.
Revenue Recognition - Revenues are generated from the sale of performance-defining products and systems to customers worldwide. The
Company’s performance-defining products and systems are solutions that improve performance of powered vehicles and bikes. Powered vehicles
include Side-by-Sides, on-road and off-road vehicles and trucks, all-terrain vehicles or ATVs, snowmobiles, specialty vehicles and applications,
motorcycles and commercial trucks.
Revenue is measured based on the consideration specified in a contract with a customer. The Company recognizes revenue when it satisfies a
performance obligation by transferring control of a product to a customer, generally at the time of shipment. Contracts are generally in the form of
purchase orders and are governed by standard terms and conditions. For larger OEMs, the Company may also enter into master agreements.
7
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

Provisions for discounts, rebates, sales incentives, returns, and other adjustments are generally provided for in the period the related sales are
recorded, based on management’s assessment of historical trends and projection of future results. Certain pricing provisions that provide the
customer with future discounts are considered a material right. Such material rights result in the deferral of revenue that are subsequently
recognized in the period that the customer utilizes the future discount. Measuring the material rights requires judgments including forecasts of
future sales and product mix. At September 27, 2019, the balance of deferred revenue related to pricing provisions was $154. These amounts are
expected to be recognized over the next 12 months. Revenues exclude sales tax.
Segments - The Company has determined that it has a single operating and reportable segment. The Company considers operating segments to be
components of the Company for which separate financial information is available, that is evaluated regularly by the Company’s chief operating
decision maker in deciding how to allocate resources and in assessing performance. The chief operating decision maker for the Company is the
Chief Executive Officer. The Chief Executive Officer reviews financial information presented on a consolidated basis for purposes of allocating
resources and evaluating financial performance.
Use of Estimates - The preparation of the Company’s condensed consolidated financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of income and expenses during the reporting period. These estimates are based on
information available as of the date of the financial statements; therefore, actual results could differ from management’s estimates.
Certain Significant Risks and Uncertainties - The Company is subject to those risks common in manufacturing-driven markets, including, but not
limited to, competitive forces, dependence on key personnel, customer demand for its products, the successful protection of its proprietary
technologies, compliance with and the impact of government regulations including tariffs, and the possibility of not being able to obtain additional
financing when needed.
Fair Value Measurements and Financial Instruments - The Company uses the fair value hierarchy established in ASC Topic 820, Fair Value
Measurements and Disclosures, which requires the valuation of assets and liabilities subject to fair value measurements using a three tiered
approach and fair value measurement be classified and disclosed by the Company in one of the following three categories:
Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or
liabilities;
Level 2: Quoted prices for similar assets and liabilities in active markets, quoted prices for identical assets and liabilities in markets that are
not active, or inputs which are observable, either directly or indirectly, for substantially the full term of the asset or liability; and
Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable (i.e.,
supported by little or no market activity).
The carrying amount of the Company's financial instruments, including cash, receivables, accounts payable, and accrued liabilities approximate their
fair values due to their short-term nature. The carrying amount of the Company's Credit Facility (as defined below) approximates its fair value, as the
interest rate is set based on the movement of the underlying market rates.
8
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

Recent Accounting Pronouncements - In May 2014, the FASB and International Accounting Standards Board issued their converged standard on
revenue recognition, ASU 2014-09, which was updated in December 2016 with the release of ASU 2016-20. This standard outlines a single
comprehensive model for companies to use in accounting for revenue arising from contracts with customers and supersedes most current revenue
recognition guidance, including industry-specific guidance. The core principle of the revenue model is that an entity recognizes revenue to depict
the transfer of promised goods and services in an amount that reflects the consideration to which the entity expects to be entitled to in exchange for
those goods and services. In addition, the new standard requires that reporting companies disclose the nature, amount, timing, and uncertainty of
revenue and cash flows arising from contracts with customers.
The Company adopted this guidance as of the beginning of the first quarter of fiscal year 2018, using the modified retrospective implementation
method. The Company applied the guidance to all open contracts at the date of initial application. The primary impact of adopting the standard
resulted from certain pricing provisions within contracts that provide the customer with a material right. Under the new standard, revenue attributed
to such pricing provisions is deferred and recognized when the right is exercised by the customer. During Q1 2018, the Company recorded a
cumulative effect adjustment of $368 gross and $281 net of taxes, to the opening balance of retained earnings to reflect the cumulative effect of the
adoption of the standard.
In February 2016, the FASB issued ASU 2016-02, Leases, which supersedes the existing guidance for lease accounting. To meet the objective of
enabling users of financial statements to assess the amount, timing, and uncertainty of cash flows arising from leases, this ASU requires lessees to
recognize most leases on the balance sheet as right-of-use assets and lease liabilities.
The Company adopted this guidance as of the beginning of the first quarter of fiscal year 2019, with a cumulative effect adjustment to the opening
balance of retained earnings at December 28, 2018 with no restatement of comparative periods’ financial information ("current-period adjustment
method"). Additionally, the Company adopted this guidance using practical expedients with respect to the assessment of embedded leases, lease
classification, and initial indirect costs for expired and existing leases. The Company also elected the practical expedient related to treating lease and
non-lease components as a single lease component for all of its leases and elected a policy exclusion permitting leases with an original lease term of
less than one year to be excluded from the right-of-use assets and lease liabilities. The Company did not use the hindsight practical expedient to
adopt this guidance. The Company recorded a cumulative effect adjustment of $13,637 to operating lease right-of-use assets, $13,937 to operating
lease liabilities, and $300 gross ($228 net of taxes) to the opening balance of the Company's retained earnings to reflect the cumulative effect of the
adoption of the standard. This standard did not have a material impact on our consolidated income statements.
In June 2016, the FASB issue ASU 2016-13, Financial Instruments: Credit Losses, which adds an impairment model that is based on expected losses
rather than incurred losses. Under this standard, an entity recognizes as an allowance its estimate of expected credit losses, which the FASB
believes will result in more timely recognition of such losses. This standard is effective for public companies for fiscal years beginning after
December 15, 2019, including interim reporting periods within those years and early adoption is permitted. The Company is currently assessing the
impact of this guidance.
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows: Classification of Certain Cash Receipts and Cash Payments, which
clarifies the presentation of certain transactions, including but not limited to contingent consideration payments made after a business combination
and debt prepayment and extinguishment costs in the cash flow statement. The Company adopted ASU 2016-16 effective in the first quarter of fiscal
year 2019. The adoption of ASU 2016-15 did not have a material impact on the Company's consolidated financial statements.
In August 2018, the FASB issued ASU 2018-15, Intangibles - Goodwill and Other: Internal-Use Software, which helps simplify how entities evaluate
the accounting for costs paid by a customer in a cloud computing arrangement that is a service contract. This standard will be effective for fiscal
years beginning after December 15, 2019 and early adoption is permitted. The Company is currently assessing the impact this guidance will have on
its consolidated financial statements.
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

2. Revenues
The following table summarizes total sales by product category:
For the three months ended

Powered Vehicles

September 27, 2019

September 28, 2018

September 27, 2019

September 28, 2018

$

130,022
81,295

$

94,891
80,907

$

341,976
223,163

$

249,272
213,143

$

211,317

$

175,798

$

565,139

$

462,415

Specialty Sports
Total sales

For the nine months ended

The following table summarizes total sales by sales channel:
For the three months ended

OEM

September 28, 2018

September 27, 2019

September 28, 2018

$

131,678
79,639

$

106,834
68,964

$

349,504
215,635

$

266,886
195,529

$

211,317

$

175,798

$

565,139

$

462,415

Aftermarket
Total sales

For the nine months ended

September 27, 2019

The following table summarizes total sales generated by geographic location of the customer:
For the three months ended

North America
Asia
Europe

September 28, 2018

September 27, 2019

September 28, 2018

$

142,624
37,521
29,024
2,148

$

108,140
34,058
28,351
5,249

$

383,414
88,888
87,074
5,763

$

289,875
86,228
77,759
8,553

$

211,317

$

175,798

$

565,139

$

462,415

Rest of the world
Total sales

For the nine months ended

September 27, 2019

3. Inventory
Inventory consisted of the following:
September 27,
2019
Raw materials
Work-in-process

$

91,947
10,822
28,459

$

75,652
5,880
25,608

$

131,228

$

107,140

Finished goods
Total inventory

10
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

4. Property, Plant and Equipment, net
Property, plant and equipment, net consisted of the following:
September 27,
2019
Machinery and manufacturing equipment
Leasehold improvements
Internal-use computer software
Lease right of use assets
Building and land
Information systems, office equipment and furniture
Transportation equipment

$

Total
Less: accumulated depreciation and amortization

53,384
11,618
16,000
18,632
27,629
9,539
4,653

December 28,
2018
$

141,455
(38,898)

Property, plant and equipment, net

$

102,557

41,332
10,386
14,416
—
18,978
7,262
3,932
96,306
(31,518)

$

64,788

The Company’s long-lived assets by geographic location are as follows:
September 27,
2019
United States

$

91,414
11,143

$

59,056
5,732

$

102,557

$

64,788

International
Total long-lived assets

December 28,
2018

5. Leases
The Company has operating lease agreements for administrative, research and development, manufacturing, and sales and marketing facilities.
These leases have remaining lease terms ranging from 1 to 8 years, some of which include options to extend the lease term for up to 5 years, and
some of which include options to terminate the leases within 1 year. Certain leases are subject to annual escalations as specified in the lease
agreements. The Company considered these options in determining the lease term used to establish its right-of-use assets and lease liabilities.
These lease agreements do not contain any material residual value guarantees or material restrictive covenants.
As most of the Company's leases do not provide an interest rate, the Company used the incremental borrowing rate based on the information
available at commencement date in determining the present value of lease payments. The weighted-average remaining lease term for the Company's
operating leases was 4.48 and the weighted-average incremental borrowing rate was 3.75% as of September 27, 2019.
11
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

Operating lease costs consisted of the following:
For the three months
ended

For the nine months
ended

September 27, 2019

September 27, 2019

Operating lease cost
Other lease costs (1)

$

1,581
338

$

4,550
763

Total

$

1,919

$

5,313

(1) Includes short-term leases and variable lease costs. The Company elected a policy exclusion permitting leases with an original
lease term of less than one year to be excluded from the right-of-use assets and lease liabilities.

Lease costs for the three and nine months ended September 28, 2018 were $1,597 and $4,923, respectively.
Supplemental balance sheet information related to the Company's operating leases is as follows:

Balance Sheet Classification
Operating lease right-of-use assets
Current lease liabilities
Non-current lease liabilities

Property, plant and equipment
Accrued expenses
Other liabilities

September 27, 2019
$
$
$

18,632
6,373
12,639

Maturities of lease liabilities by fiscal year for the Company's operating leases are as follows:
Total future
payments

For fiscal year
2019 (excluding the nine months ended September 27, 2019)
2020
2021
2022
2023
Thereafter

$

1,577
6,169
4,465
2,890
2,507
3,102

Total lease payments
Less: imputed interest

20,710
(1,698)

Present value of lease liabilities
Less: current portion

19,012
(6,373)

Lease liabilities less current portion

$

12

12,639
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Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

6. Accrued Expenses
Accrued expenses consisted of the following:
September 27,
2019
Payroll and related expenses
Current portion of lease liabilities
Warranty
Income tax payable

$

13,936
6,373
6,146
3,304
6,800

$

15,870
—
6,433
6,691
4,613

$

36,559

$

33,607

Other accrued expenses
Total

December 28,
2018

Activity related to warranties is as follows:
For the three months ended

Beginning warranty liability
Charge to cost of sales
Fair value of warranty assumed in acquisition
Costs incurred
Ending warranty liability

For the nine months ended

September 27, 2019

September 28, 2018

September 27, 2019

September 28, 2018

$

6,208
1,054
—
(1,116)

$

6,142
1,587
—
(1,307)

$

6,433
3,204
100
(3,591)

$

6,481
3,418
—
(3,477)

$

6,146

$

6,422

$

6,146

$

6,422
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

7. Debt
Former Second Amended and Restated Credit Facility
In August 2013, the Company entered into a credit facility with SunTrust Bank, N.A. and other named lenders, which was periodically amended and
restated (the "Second Amended and Restated Credit Facility"). The Company paid off the Second Amended and Restated Credit Facility in June
2019 upon entering into the new Credit Facility with Bank of America, N.A. ("Bank of America"). The Company expensed $516 of remaining debt
issuance costs, which are included in other expense, net on the Condensed Consolidated Statements of Income.
New Credit Facility
In June 2019, the Company entered into a credit facility with Bank of America and other named lenders (the "Credit Facility"). The Credit Facility,
which matures on June 3, 2024, provides a senior secured revolving line of credit with a maximum borrowing capacity of $250,000. The Company
paid $510 in loan costs that will be deferred and amortized on a straight-line basis over the term of the Credit Facility.
The Credit Facility provides for interest at a rate either based on the London Interbank Offered Rate, or LIBOR, plus a margin ranging from 1.00% to
1.50%, or based on the base rate offered by Bank of America plus a margin ranging from 0.00% to 0.50%. At September 27, 2019, the one-month
LIBOR and prime rates were 2.03% and 5.00%, respectively. At September 27, 2019, our weighted average interest rate on outstanding borrowing
was 3.15%. The Credit Facility is secured by substantially all of the Company’s assets, restricts the Company's ability to make certain payments and
engage in certain transactions, and requires that the Company satisfy customary financial ratios. The Company was in compliance with the
covenants as of September 27, 2019.
The Credit Facility permits up to $15,000 of the aggregate revolving commitment to be used by the Company for issuance of letters of credit, of
which $5,000 was outstanding at September 27, 2019.
The following table summarizes the line of credit under the Credit Facility:
September 27,
2019
Amount outstanding
Standby letter of credit

$

Available borrowing capacity
$

Total borrowing capacity
Maturity date

73,000
5,000
172,000
250,000
June 3, 2024
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FOX FACTORY HOLDING CORP.
Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
(unaudited)

8. Commitments and Contingencies
Indemnification Agreements - In the ordinary course of business, the Company may provide indemnifications of varying scope and terms to
customers, vendors, lessors, business partners, and other parties with respect to certain matters, including, but not limited to, losses arising out of
breach of such agreements, services to be provided by the Company or intellectual property infringement claims made by third parties. In addition,
the Company has entered into indemnification agreements with directors and certain officers and employees that will require the Company, among
other things, to indemnify them against certain liabilities that may arise due to their status or service as directors, officers or employees. While the
outcome of these matters cannot be predicted with certainty, the Company does not believe that the outcome of any claims under indemnification
arrangements will have a material effect on the Company’s results of operations, financial position or liquidity.
Legal Proceedings - A lawsuit was filed on December 17, 2015 by SRAM Corporation (“SRAM”) in the U.S. District Court, Northern District of
Illinois, against the Company’s wholly-owned subsidiary, RFE Canada Holding Corp. (“RFE Canada”). The lawsuit alleges patent infringement of
U.S. Patent number 9,182,027 ("'027 Patent") and violation of the Lanham Act. SRAM filed a second lawsuit in the same court against RFE Canada
on May 16, 2016, alleging patent infringement of U.S Patent number 9,291,250 ("'250 Patent"). The Company believes that the lawsuits are without
merit and intends vigorously to defend itself. As such, the Company has filed, before the U. S. Patent and Trademark Appeals Board ("PTAB"), for
Interparties Reviews ("IPR") of the '027 Patent and separately the same for the '250 Patent. In April 2018, the PTAB issued opinions in the ‘027
Patent petition cases stating that the Company has not shown the claims of the ‘027 Patent to be obvious. Regarding the PTAB ‘027 opinions, the
Company has filed an Appeal to the Court of Appeals for the Federal Circuit. Regarding that appeal the Company has further moved the CAFC for
remand of the ‘027 IPR to the PTAB. The PTAB has issued an opinion in the ‘250 Patent petition case stating that the Company has not shown the
claims of the ‘250 Patent to be obvious.
In a separate action, the Company filed a lawsuit on January 29, 2016 in the U.S. District Court, Northern District of California against SRAM. That
lawsuit alleges SRAM’s infringement of two separate Company owned patents, specifically U.S. Patent numbers 6,135,434 and 6,557,674. The
Company filed a second lawsuit on July 1, 2016 in the U.S. District Court, Northern District of California against SRAM alleging infringement of the
Company’s U.S. Patent numbers 8,226,172 and 8,974,009. These lawsuits have been moved to U.S. District Court, District of Colorado and are
otherwise proceeding. The U.S. District Court, Northern District of Illinois, has lifted the stay of the SRAM lawsuits against the Company. The
Company filed and SRAM filed lawsuits are now moving forward in the respective courts.
Due to the inherent uncertainties of litigation, the Company is not able to predict either the outcome or a range of reasonably possible losses, if any,
at this time. Accordingly, no amounts have been recorded in the consolidated financial statements for the settlement of these matters. Were an
unfavorable ruling to occur, or if factors indicate that a loss is probable and reasonably estimable, the Company's business, financial condition or
results of operations could be materially and adversely affected. The Company is involved in other legal matters that arise in the ordinary course of
business. Based on information currently available, management does not believe that the ultimate resolution of these matters will have a material
adverse effect on the Company's financial condition, results of operations or cash flows.
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Notes to Condensed Consolidated Financial Statements - continued
(in thousands, except per share amounts)
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Other Commitments - On November 30, 2017, the Company through FF US Holding Corp. acquired an 80% interest in the business of Flagship, Inc.
("Tuscany"). The stockholders' agreement provides the Company with a call option (the "Call Option") to acquire the remaining 20% of Tuscany
any time from November 30, 2019 through November 30, 2024 at a value that approximates fair market value. In addition, if the Call Option has not
been exercised as of November 30, 2024, the non-controlling owners shall be entitled to exercise a put option on November 30, 2024 and for a 180day period thereafter, which would require the Company to purchase all of the remaining shares held by the non-controlling owners at a price that
approximates fair market value.
Other Contingencies - On June 21, 2018, the U.S. Supreme Court (the “Court”) decided South Dakota v. Wayfair, Inc., et al., holding that internet
retailers do not have to maintain a physical presence in a state in order to be required to collect the state’s sales and use tax. Ultimately, the Court
remanded the case to the South Dakota Supreme Court on the question of “whether some other principle in the Court’s Commerce Clause doctrine
might invalidate the Act,” which may delay federal legislation on the issue. However, as a result of the Court’s decision, additional states may now
begin requiring all remote sellers, primarily those engaged in e-commerce, to register, collect and remit sales and use taxes on transactions with instate customers. Numerous states have either enacted legislation or informally indicated that they will not assert liability for uncollected taxes on a
retroactive basis. Nevertheless, the Company believes that it is possible that it will incur a liability for uncollected sales tax on some portion of its ecommerce sales through September 27, 2019. Any retroactively imposed liability is not expected to be material to the Company’s results of
operations or financial position because direct end-user sales in states where the Company is not registered comprise a small portion of total
revenues.
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9. Fair Value Measurements and Financial Instruments
The following table presents the Company's hierarchy for its assets, liabilities and redeemable non-controlling interest measured at fair value on a
recurring basis as of the following periods:
September 27, 2019
Level 1
Liabilities:
Second Amended and Restated Credit
$
facility
Non-controlling interest subject to
put provisions
Total liabilities measured at fair value

$

—

Level 2

$

—
—

—

Level 3

$

—
$

—

December 28, 2018

—

Total

$

15,711
$

15,711

—

Level 1

$

15,711
$

15,711

—

Level 2

$

—
$

—

59,426

Level 3

$

—
$

59,426

—

Total

$

14,282
$

14,282

59,426
14,282

$

73,708

There were no transfers of assets or liabilities between Level 1, Level 2, and Level 3 categories of the fair value hierarchy during the three and nine
month period ended September 27, 2019.
The Company used Level 2 inputs to determine the fair value of its Second Amended and Restated Credit Facility. As of December 28, 2018, the
carrying amount of the principal under the Company’s Second Amended and Restated Credit Facility approximated fair value because it had a
variable interest rate that reflected market changes in interest rates and changes in the Company’s net leverage ratio. The Company paid off the
Second Amended and Restated Credit Facility in June 2019 upon entering into the new revolving Credit Facility with Bank of America.
The Company has potential obligations to purchase the non-controlling interests held by third parties in the Tuscany subsidiary. These obligations
are in the form of put provisions and are exercisable at the third-party owners' discretion within the specified periods outlined in the put provision
within the Tuscany stockholders' agreement. If these put provisions were exercised, the Company would be required to purchase the third-party
owners' non-controlling interests at the appraised fair value. The initial non-controlling interest value was implicit in the purchase price and is
revalued each quarter, with the adjustment being recorded directly as a component of retained earnings. The methodology the Company uses to
estimate the fair value of the non-controlling interests subject to these put provisions is based on an average multiple of earnings before income
taxes, depreciation and amortization ("EBITDA"), taking into consideration historical earnings and other factors. The carrying value of the noncontrolling interest as of September 27, 2019 has been adjusted to reflect the valuation floor, which represents the sum of the initial valuation and
the cumulative net earnings attributable to the non-controlling interest. The estimated fair values of the non-controlling interests subject to put
provisions can fluctuate and the implicit multiple of earnings at which these non-controlling interest obligations may ultimately be settled could
vary significantly from our future estimates depending upon market conditions.
The following table provides a reconciliation of the beginning and ending balances for the Company's redeemable non-controlling interest
measured at fair value using Level 3 inputs:
Redeemable NonControlling Interest (level 3
measurement)
Balance at December 28, 2018
Net income attributable to non-controlling interest

$

14,282
1,429

Balance at September 27, 2019

$

15,711
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10. Stockholders' Equity
Equity Incentive Plans
The following table summarizes the allocation of stock-based compensation in the accompanying consolidated statements of income:
For the three months ended

For the nine months ended

September 27, 2019

September 28, 2018

September 27, 2019

September 28, 2018

Cost of sales

$

$

124
128
174
1,392

$

350
375
518
3,712

$

Sales and marketing
Research and development
General and administrative
Total

107
136
198
1,164

356
428
470
4,395

$

1,605

$

1,818

$

4,955

$

5,649

The following table summarizes the activity for the Company's unvested restricted stock units ("RSU") for the nine months ended September 27,
2019:
Unvested RSUs
Number of shares
outstanding
Unvested at December 28, 2018
Granted
Canceled
Vested
Unvested at September 27, 2019

Weighted-average
grant date fair
value

655
126
(59)
(286)

$
$
$
$

29.34
75.10
31.41
25.76

436

$

44.62

As of September 27, 2019, the Company had approximately $16,104 of unrecognized stock-based compensation expense related to RSUs, which will
be recognized over the remaining weighted-average vesting period of approximately 2.99 years.
During the nine months ended September 27, 2019, 258 shares of common stock were issued due to the exercise of stock options, resulting in
proceeds of $1,296. No options to purchase common stock expired or were forfeited during the nine months ended September 27, 2019. As of
September 27, 2019, stock-based compensation expense related to stock options has been fully recognized.
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11. Income Taxes
For the three months ended
September 27, 2019

Provision for income taxes
Effective tax rates

$

For the nine months ended

September 28, 2018

4,473
$
12.9%

September 27, 2019

5,788
$
19.0%

September 28, 2018

11,596
$
13.9%

3,919
5.7%

For the three and nine months ended September 27, 2019, and the three months ended September 28, 2018, the difference between the Company's
effective tax rate and the 21% federal statutory rate resulted primarily from lower foreign tax rates, lower effective federal rates on foreign derived
intangible income, research and development credits, and $1,873, $5,508, and $2,090 from excess benefits related to stock-based compensation. In
the three months ended September 27, 2019, the Company refined its 2019 estimated deduction for foreign derived intangible income, resulting in a
4% benefit to the effective tax rate. The Company anticipates a reduction of approximately $1,900 of tax expense in the fourth quarter of 2019 related
to this deduction in its 2018 tax returns. These benefits were partially offset by state taxes, foreign withholding taxes and the impact of nondeductible expenses.
For the nine months ended September 28, 2018, the difference between the Company's effective tax rate of 5.7% and the 21% federal statutory rate
resulted primarily from a $9,838 one-time impact of the favorable conclusion of the 2015 U.S. Internal Revenue Service ("IRS") audit and the
recognition of related tax positions with respect to the deductibility of amortization and depreciation expense resulting from the acquisition of the
Company in 2008. The benefit of the deductions was not recognized in accounting for the acquisition due to uncertainty about whether the tax
position would withstand audit. The results of the audit provided basis for the Company to conclude during the first quarter of 2018 that the
amortization and depreciation will likely be deductible for all open tax years. In May 2018, the Company and the IRS entered into a closing
agreement that definitively resolved the deductibility and confirmed the Company's prior conclusion on the matter. In addition, the effective tax rate
benefited from $3,207 of excess benefits related to the vesting of RSUs and exercise of stock options, lower foreign tax rates, lower effective federal
rates on foreign derived intangible income, and research and development credits. These benefits were partially offset by $1,374 related to loss of
deductibility as a result of a notice issued by the IRS regarding limitations on the deductibility of executive compensation (the "the IRS Notice"),
state taxes, foreign withholding taxes and the impact of non-deductible expenses.
The Company's federal tax returns for 2016 and forward, state tax returns for 2014 forward, and foreign tax returns from 2016 forward are subject to
examination by tax authorities. The Company is currently under examination by the California state tax authority for 2015 and 2016.
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12. Related Party Agreements
On May 3, 2019, the Company acquired substantially all of the assets of Air Ride Technologies, Inc., dba Ridetech, which has a building lease for its
manufacturing and offices in Jasper, Indiana. The building is owned by a former owner of Ridetech, who is now an employee of the Company. Rent
expense under this lease was $48 and $80 for the three and nine months ended September 27, 2019, respectively. See Note 13 - Acquisitions for
further details of this acquisition.
Fox Factory, Inc. has a triple-net building lease for its manufacturing and office facilities in Watsonville, California. The building was owned by a
former member of our Board of Directors, who retired on August 28, 2018, until it was sold on October 4, 2019 to a private party. Rent expense under
this lease was $179 and $536 for the three and nine months ended September 28, 2018, respectively.
On September 28, 2018, the Company purchased Tuscany's facilities from certain non-controlling interest stockholders who are also employees of
the Company. The total purchase price was $3,750. The Company leased these properties prior to purchasing them. Rent expense under these leases
was $86 and $257 for the three and nine months ended September 28, 2018, respectively.

13. Acquisitions
On May 3, 2019, the Company acquired substantially all of the assets of Air Ride Technologies, Inc. dba Ridetech, a manufacturer of suspension
systems that enhance the handling and ride quality of muscle cars, trucks, sports cars and hot rods in an asset purchase accounted for as a
business combination. In connection with the acquisition, the Company paid approximately $13,971, of which $6,804 was cash on hand and $7,167
was from newly issued unregistered shares of common stock. The purchase price of Ridetech is allocated to the assets acquired and liabilities
assumed based on their estimated respective fair values as of May 3, 2019, with the excess purchase price allocated to goodwill.
During the three months ended September 27, 2019, the Company finalized the allocation of the purchase price and recorded adjustments to
goodwill of $1,877 related primarily to the completion of the valuation of identifiable intangible assets which amounted to $4,320. The Company will
amortize the acquired customer relationships asset of $2,850 over its expected useful life of 8 years, the core technologies assets of $1,000 over a
weighted average expected useful life of 6 years and the trademarks and brand name asset of $470 over an expected useful life of 5 years. The
goodwill of $4,692, is expected to have an indefinite life and will be subject to impairment testing. The acquired goodwill is expected to be deductible
for income tax purposes. The acquisition was not material to the Company's financial statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited
condensed consolidated financial statements and related notes thereto included elsewhere in this Quarterly Report on Form 10-Q and with our
audited consolidated financial statements and related notes included in our Annual Report on Form 10-K for the fiscal year ended December 28,
2018, as filed with the U.S. Securities and Exchange Commission ("SEC") on February 26, 2019, and our other reports and registration statements
that we file with the SEC from time to time. In addition to historical condensed consolidated financial information, the following discussion contains
forward-looking statements that reflect our plans, estimates, and beliefs. Our actual results could differ materially from those discussed below.
Factors that could cause or contribute to these differences include those discussed below and elsewhere in this Quarterly Report on Form 10-Q,
particularly in the “Risk Factors” section included in Part II, Item 1A.
Unless the context otherwise requires, the terms “FOX,” the “Company,” “we,” “us,” and “our” in this Quarterly Report on Form 10-Q refer to Fox
Factory Holding Corp. and its operating subsidiaries on a consolidated basis.
Cautionary Note Regarding Forward-Looking Statements
This Quarterly Report on Form 10-Q includes forward-looking statements, which are subject to the “safe harbor” created by Section 27A of the
Securities Act of 1933, as amended (the "Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended (the "Exchange
Act"). We may make forward-looking statements in our SEC filings, press releases, news articles, earnings presentations and when we are speaking
on behalf of the Company. Forward-looking statements generally relate to future events or our future financial or operating performance that
involve substantial risks and uncertainties. In some cases, you can identify forward-looking statements because they contain words such as “may,”
“might,” “will,” “would,” “should,” “expect,” “plan,” “anticipate,” “could,” “intend,” “target,” “project,” “contemplate,” “believe,” “estimate,”
“predict,” “likely,” “potential” or “continue” or the negative of these words or other similar terms or expressions that concern our expectations,
strategy, plans or intentions. Forward-looking statements contained in this Quarterly Report on Form 10-Q are subject to numerous risks and
uncertainties, including but not limited to risks related to:
•

our ability to develop new and innovative products in our current end-markets;

•

our ability to leverage our technologies and brand to expand into new categories and end-markets;

•

our ability to increase our aftermarket penetration;

•

our ability to accelerate international growth;

•

our exposure to exchange rate fluctuations;

•

the loss of key customers;

•

our ability to improve operating and supply chain efficiencies;

•

our ability to enforce our intellectual property rights;

•

our future financial performance, including our sales, cost of sales, gross profit or gross margins, operating expenses, ability to generate
positive cash flow and ability to maintain our profitability;

•

our ability to maintain our premium brand image and high-performance products;

•

our ability to maintain relationships with the professional athletes and race teams we sponsor;

•

our ability to selectively add additional dealers and distributors in certain geographic markets;

•

the growth of the markets in which we compete, our expectations regarding consumer preferences and our ability to respond to changes in
consumer preferences;

•

changes in demand for performance-defining products;

•

the loss of key personnel, management and skilled engineers;

•

our ability to successfully identify, evaluate and manage potential or completed acquisitions and to benefit from such acquisitions;

•

the outcome of pending litigation;

•

future disruptions in the operations of our manufacturing facilities;
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•

our ability to adapt our business model to mitigate the impact of certain changes in tax laws including those enacted in the U.S. in
December 2017;

•

changes in the relative proportion of profit earned in the numerous jurisdictions in which we do business and in tax legislation, case law
and other authoritative guidance in those jurisdictions;

•

product recalls and product liability claims; and

•

future economic or market conditions.

You should not rely upon forward-looking statements as predictions of future events. We have based the forward-looking statements contained in
this Quarterly Report on Form 10-Q primarily on our current expectations and projections about future events and trends that we believe may affect
our business, financial condition, results of operations, and prospects and the outcomes of any of the events described in any forward-looking
statements are subject to risks, uncertainties, and other factors. In addition to the risks, uncertainties and other factors discussed above and
elsewhere in this Quarterly Report on Form 10-Q, the risks, uncertainties and other factors expressed or implied in Part I, Item 1A, "Risk Factors" of
our 2018 Annual Report on Form 10-K, as filed with the SEC on February 26, 2019, could cause or contribute to actual results differing materially
from those set forth in any forward-looking statement. Moreover, we operate in a very competitive and challenging environment. New risks and
uncertainties emerge from time to time, and it is not possible for us to predict all risks and uncertainties that could have an impact on the forwardlooking statements contained in this Quarterly Report on Form 10-Q. We cannot assure you that the results, events, and circumstances reflected in
the forward-looking statements will be achieved or occur. Actual results, events, or circumstances could differ materially from those contemplated
by, set forth in, or underlying any forward-looking statements. For all of these forward-looking statements, we claim the protection of the safe
harbor for forward-looking statements in Section 27A of the Securities Act and Section 21E of the Exchange Act.
The forward-looking statements made in this Quarterly Report on Form 10-Q relate only to events as of the date on which the statements are made.
We undertake no obligation to update any forward-looking statements made in this Quarterly Report on Form 10-Q to reflect events or
circumstances after the date of this Quarterly Report on Form 10-Q or to reflect new information or the occurrence of unanticipated events, except as
required by law. We may not actually achieve the plans, intentions, or expectations disclosed in our forward-looking statements and you should not
place undue reliance on our forward-looking statements. Our forward-looking statements do not reflect the potential impact of any future
acquisitions, mergers, dispositions, joint ventures or investments we may make.

Critical Accounting Policies and Estimates
Beginning in the first quarter of fiscal year 2019, the Company adopted Accounting Standards Update No. 2016-02, Leases. See Note 1 - Description
of the Business, Basis of Presentation, and Summary of Significant Accounting Policies to the accompanying notes to unaudited condensed
consolidated financial statements included in this Quarterly Report on Form 10-Q for further details of this update.
As a result of the enactment of the Tax Cuts and Jobs Act (the "TCJA") in December 2017, we believe that it is more likely than not that a portion of
our foreign tax credits will not be realizable before their expiration and therefore provided a partial valuation allowance of $6.0 million against that tax
asset. We reassess our projections and assumptions regarding the realization of our foreign tax credits periodically as changes in our business and
tax regulations occur. To the extent such a valuation allowance is established or reduced in a period, we reflect the change with a corresponding
increase or decrease of our income tax provision in our consolidated statements of income. There have been no material changes in the valuation
allowance for foreign tax credits for the three and nine month periods ended September 27, 2019 or September 28, 2018.
There have been no other changes to our significant accounting policies described in our Annual Report on Form 10-K for the fiscal year ended
December 28, 2018, as filed with the SEC on February 26, 2019, that have had a material impact on our condensed consolidated financial statements
and related notes.

Recent Accounting Pronouncements
See Note 1 - Description of the Business, Basis of Presentation, and Summary of Significant Accounting Policies to the accompanying notes to
unaudited condensed consolidated financial statements included in this Quarterly Report on Form 10-Q for further details regarding this topic.
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Results of Operations
The table below summarizes our results of operations:
For the three months ended

For the nine months ended

(in thousands)

September 27, 2019

September 28, 2018

September 27, 2019

September 28, 2018

Sales
Cost of sales

$

$

$

$

211,317
141,500

175,798
115,312

565,139
382,045

462,415
307,872

Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of purchased intangibles

69,817

60,486

183,094

154,543

11,660
8,376
12,727
1,694

9,606
6,765
11,164
1,499

32,186
23,442
36,065
4,751

28,142
19,019
31,137
4,567

Total operating expenses

34,457

29,034

96,444

82,865

Income from operations
Other expense, net:
Interest expense
Other (income) expense

35,360

31,452

86,650

71,678

748
(37)

748
180

2,582
532

2,379
380

711

928

3,114

2,759

Income before income taxes
Provision for income taxes

34,649
4,473

30,524
5,788

83,536
11,596

68,919
3,919

Net income
Less: net income attributable to non-controlling interest

30,176
689

24,736
424

71,940
1,429

65,000
1,094

Other expense, net

Net income attributable to FOX stockholders

$

29,487
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The following table sets forth selected statement of income data as a percentage of sales for the periods indicated:

For the three months ended
September 27, 2019

Sales
Cost of sales

For the nine months ended

September 28, 2018

September 27, 2019

September 28, 2018

100.0%
67.0

100.0%
65.6

100.0%
67.6

100.0%
66.6

Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of purchased intangibles

33.0

34.4

32.4

33.4

5.5
4.0
6.0
0.8

5.5
3.8
6.4
0.9

5.7
4.1
6.4
0.8

6.1
4.1
6.7
1.0

Total operating expenses

16.3

16.5

17.1

17.9

Income from operations
Other expense, net:
Interest expense
Other (income) expense

16.7

17.9

15.3

15.5

0.4
—

0.4
0.1

0.5
0.1

0.5
0.1

0.3

0.5

0.6

0.6

Income before income taxes
Provision for income taxes

16.4
2.1

17.4
3.3

14.8
2.1

14.9
0.8

Net income
Less: net income attributable to non-controlling interest

14.3
0.3

14.1
0.2

12.7
0.3

14.1
0.2

Net income attributable to FOX stockholders

14.0%

13.8%

12.5%

13.8%

Other expense, net

*Percentages may not foot due to rounding.
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Three months ended September 27, 2019 compared to three months ended September 28, 2018
Sales
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Powered Vehicle products

$

$

94.9
80.9

$

Specialty Sports products
Total sales

130.0
81.3

Change ($)

35.1
0.4

Change (%)

37.0%
0.5

$

211.3

$

175.8

$

35.5

20.2%

Total sales for the three months ended September 27, 2019 increased approximately $35.5 million, or 20.2%, compared to the three months ended
September 28, 2018. Powered Vehicle product sales increased by $35.1 million, or 37.0%, due to the continued high demand for on and off-road
suspension products and higher OEM sales. Specialty Sports product sales increased by $0.4 million, or 0.5%, primarily driven by higher OEM
sales.
Cost of sales
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Cost of sales

$

$

141.5

115.3

Change ($)

$

Change (%)

26.2

22.7%

Cost of sales for the three months ended September 27, 2019 increased approximately $26.2 million, or 22.7%, compared to the three months ended
September 28, 2018. The increase in cost of sales was driven primarily by an increase in sales as well as certain business factors affecting gross
margin, which are discussed below.
For the three months ended September 27, 2019, our gross margin decreased 140 basis points to 33.0% compared to 34.4% for the three months
ended September 28, 2018. The decrease in gross margin was primarily due to a shift in customer and product mix as our larger North American
OEMs represented a higher proportion of sales. Additionally, higher than anticipated demand resulted in inefficiencies in the supply chain and
manufacturing operations which also negatively affected gross margin. For the three months ended September 27, 2019, we also amortized $0.6
million of finished goods inventory valuation adjustments related to our acquisition of Ridetech.
Operating expenses
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Change ($)

Change (%)

$

11.7
8.4
12.7
1.7

$

9.6
6.8
11.2
1.5

$

2.1
1.6
1.5
0.2

21.9%
23.5
13.4
13.3

$

34.5

$

29.1

$

5.4

18.6%

Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of purchased intangibles
Total operating expenses

Total operating expenses for the three months ended September 27, 2019 were $34.5 million compared to $29.1 million for the three months ended
September 28, 2018. When expressed as a percentage of total sales, total operating expenses decreased to 16.3% of total sales for the three months
ended September 27, 2019 compared to 16.5% of total sales in the three months ended September 28, 2018. The increase in operating expenses is
primarily due to personnel costs as we continue to invest in product innovation, operating costs relating to our Ridetech subsidiary, facility-related
costs, and increases in various other administrative expenses to support FOX’s growing business, partially offset by lower patent litigation-related
expenses.
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Within operating expenses, our sales and marketing expenses increased approximately $2.1 million primarily due to costs related to Ridetech of $0.7
million, headcount costs of $0.4 million and various others. Research and development costs increased approximately $1.6 million primarily due to
headcount investments as we continue to pursue product innovation, including costs associated with Ridetech, partially offset by lower
prototyping expenses due to project timing. General and administrative expenses increased by approximately $1.5 million due to several factors
including payroll related costs of $1.2 million, facility and depreciation expense of $0.7 million, professional fees of $0.4 million and various others,
partially offset by a decrease of $1.1 million in litigation expenses.
Amortization of purchased intangible assets for the three months ended September 27, 2019 increased by approximately $0.2 million as compared to
the three months ended September 28, 2018. The increase is primarily due to the amortization of intangible assets obtained through our acquisition
of Ridetech.
Income from operations
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Income from operations

$

$

35.4

31.5

Change ($)

$

Change (%)

3.9

12.4%

As a result of the factors discussed above, income from operations for the three months ended September 27, 2019 increased approximately $3.9
million, or 12.4%, compared to income from operations for the three months ended September 28, 2018.
Other expense, net
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Change ($)

Change (%)

$

0.7
—

$

0.7
0.2

$

—
(0.2)

—%
(100.0)

$

0.7

$

0.9

$

(0.2)

(22.2)%

Other expense, net:
Interest expense
Other (income) expense
Other expense, net

Other expense, net for the three months ended September 27, 2019 decreased by $0.2 million to $0.7 million compared to $0.9 million for the three
months ended September 28, 2018. The decrease in other expense, net is primarily due to lower net exchange losses in the three months ended
September 27, 2019.
Income taxes
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Provision for income taxes

$

$

4.5

5.8

Change ($)

$

(1.3)

Change (%)

(22.4)%

The effective tax rates were 12.9% and 19.0% for the three months ended September 27, 2019 and September 28, 2018, respectively.
For the three months ended September 27, 2019 and September 28, 2018, the difference between our effective tax rate and the 21% federal statutory
rate resulted primarily from lower foreign tax rates, lower effective federal rates on foreign derived intangible income, research and development
credits, and $1.9 million and $2.1 million, respectively, of excess benefits related to stock-based compensation. These benefits were partially offset
by state taxes, foreign withholding taxes and the impact of non-deductible expenses.
The effective tax rate for the three months ended September 27, 2019 decreased as compared to the same period in 2018 primarily as a result of an
increase in our estimated deduction for foreign derived intangible income and relief from dividend withholding tax as a result of our restructuring
activities.
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Net income
For the three months ended
(in millions)

September 27, 2019

September 28, 2018

Net income

$

$

30.2

24.7

Change ($)

$

Change (%)

5.5

22.3%

As a result of the factors described above, our net income increased $5.5 million, or 22.3%, to $30.2 million in the three months ended September 27,
2019 from $24.7 million for the three months ended September 28, 2018.

Nine months ended September 27, 2019 compared to nine months ended September 28, 2018
Sales
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Change ($)

Change (%)

Powered Vehicle products
Specialty Sports products

$

342.0
223.1

$

249.3
213.1

$

92.7
10.0

37.2%
4.7

Total sales

$

565.1

$

462.4

$

102.7

22.2%

Total sales for the nine months ended September 27, 2019 increased approximately $102.7 million, or 22.2%, compared to the nine months ended
September 28, 2018. Powered Vehicle product sales increased by $92.7 million, or 37.2%, due to the continued high demand for on and off-road
suspension products and higher OEM sales. Specialty Sports product sales increased by $10.0 million, or 4.7%, primarily driven by higher OEM
sales.
Cost of sales
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Cost of sales

$

$

382.0

307.9

Change ($)

$

74.1

Change (%)

24.1%

Cost of sales for the nine months ended September 27, 2019 increased approximately $74.1 million, or 24.1%, compared to the nine months ended
September 28, 2018. The increase in cost of sales was driven primarily by an increase in sales as well as certain business factors affecting gross
margin, which are discussed below.
For the nine months ended September 27, 2019, our gross margin decreased 100 basis points to 32.4% compared to 33.4% for the nine months ended
September 28, 2018. The decrease in gross margin was primarily due to a change in customer and product mix as the Company’s larger North
American OEMs represented a higher proportion of sales. Additionally, FOX incurred inefficiencies in the supply chain and manufacturing
associated with higher than anticipated increase in customer demand. For the nine months ended September 27, 2019, we also amortized $1.1 million
of finished goods inventory valuation adjustments related to our acquisition of Ridetech.
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Operating expenses
For the nine months ended
(in millions)

Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of purchased intangibles
Total operating expenses

September 27, 2019

September 28, 2018

Change ($)

Change (%)

$

32.2
23.4
36.1
4.8

$

28.1
19.0
31.1
4.6

$

4.1
4.4
5.0
0.2

14.6%
23.2
16.1
4.3

$

96.5

$

82.8

$

13.7

16.5%

Total operating expenses for the nine months ended September 27, 2019 were $96.5 million compared to $82.8 million for the nine months ended
September 28, 2018. When expressed as a percentage of total sales, total operating expenses decreased to 17.1% of total sales for the nine months
ended September 27, 2019 compared to 17.9% of total sales in the nine months ended September 28, 2018. The increase in operating expenses is
primarily due to personnel costs as we continue to invest in product innovation, operating costs relating to our Ridetech subsidiary, facility-related
costs, and increases in various other administrative expenses to support our growing business, partially offset by lower patent litigation-related
expenses.
Within operating expenses, our sales and marketing expenses increased approximately $4.1 million primarily due costs related to our Ridetech
subsidiary and other personnel costs. Research and development expenses increased approximately $4.4 million primarily due to headcount
investments as we continue to pursue product innovation, and due to costs associated with our Ridetech subsidiary. General and administrative
expenses increased by approximately $5.0 million due to payroll-related costs of $3.1 million, facility and depreciation expense of $2.0 million,
professional fees of $1.2 million, costs associated with Ridetech of $0.4 million, partially offset by a decrease of $1.9 million in litigation expenses.
Amortization of purchased intangible assets for the nine months ended September 27, 2019 increased $0.2 million as compared to the nine months
ended September 28, 2018. The increase is primarily due to the amortization of intangible assets obtained through our acquisition of Ridetech.
Income from operations
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Income from operations

$

$

86.7

71.7

Change ($)

$

Change (%)

15.0

20.9%

As a result of the factors discussed above, income from operations for the nine months ended September 27, 2019 increased approximately $15.0
million, or 20.9%, compared to income from operations for the nine months ended September 28, 2018.
Other expense, net
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Change ($)

Change (%)

Other expense, net:
Interest expense
Other expense

$

2.6
0.5

$

2.4
0.4

$

0.2
0.1

8.3%
25.0

Other expense, net

$

3.1

$

2.8

$

0.3

10.7%

Other expense, net for the nine months ended September 27, 2019 increased by $0.3 million to $3.1 million compared to $2.8 million for the nine
months ended September 28, 2018. The increase in other expense, net is primarily due to net exchange losses in the nine months ended
September 27, 2019, as well as higher interest costs.
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Income taxes
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Provision for income taxes

$

$

11.6

3.9

Change ($)

$

Change (%)

7.7

197.4%

The effective tax rates were 13.9% and 5.7% for the nine months ended September 27, 2019 and September 28, 2018, respectively.
For the nine months ended September 27, 2019, the difference between our effective tax rate and the 21% federal statutory rate resulted primarily
from lower foreign tax rates, lower effective federal rates on foreign derived intangible income, research and development credits, and $5.5 million of
excess benefits related to stock-based compensation. These benefits were partially offset by state taxes, foreign withholding taxes and the impact of
non-deductible expenses.
For the nine months ended September 28, 2018, the difference between our effective tax rate and the 21% federal statutory rate resulted primarily
from a $9.8 million one-time impact of the favorable conclusion of our 2015 IRS audit and the recognition of related tax positions with respect to the
deductibility of amortization and depreciation expense resulting from the acquisition of the Company in 2008 by its former majority shareholder. The
benefit of the deductions was not recognized in accounting for the acquisition of the Company by our former majority shareholder due to
uncertainty about whether the tax position would withstand audit. The results of the audit provided a basis for us to conclude that the amortization
and depreciation will likely be deductible for all open tax years. In May 2018, the Company and the IRS entered into a closing agreement that
definitively resolved the deductibility and confirmed our prior conclusion on the matter. In addition, the effective tax rate benefited from $3.2
million of excess benefits related to the vesting of RSUs and exercise of stock options, lower foreign tax rates, lower effective federal rates on
foreign derived intangible income, and research and development credits. These benefits were partially offset by $1.4 million related to loss of
deductibility of certain elements of executive compensation as a result of the IRS Notice, state taxes, foreign withholding taxes and the impact of
non-deductible expenses.
Net income
For the nine months ended
(in millions)

September 27, 2019

September 28, 2018

Net income

$

$

71.9

65.0

Change ($)

$

Change (%)

6.9

10.6%

As a result of the factors described above, our net income increased $6.9 million, or 10.6%, to $71.9 million in the nine months ended September 27,
2019 from $65.0 million for the nine months ended September 28, 2018.
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Liquidity and Capital Resources
Our primary cash needs are to support working capital, capital expenditures, acquisitions, and debt repayments. Historically, we have generally
financed our liquidity needs with operating cash flows and borrowings under our credit facilities. These sources of liquidity may be impacted by
various factors, including demand for our products, investments made by us in acquired businesses, our plant and equipment and other capital
expenditures, and expenditures on general infrastructure and information technology. A summary of our operating, investing and financing
activities are shown in the following table:
For the nine months ended
(in thousands)

September 27, 2019

September 28, 2018

Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents

$

30,924
(32,707)
5,841
(37)

$

60,752
(20,412)
(43,376)
(79)

Increase (decrease) in cash and cash equivalents

$

4,021

$

(3,115)

Operating activities
Cash provided by operating activities consists of net income, adjusted for certain non-cash items, primarily depreciation and amortization, stockbased compensation, changes in deferred income taxes and uncertain tax positions, and net cash invested in working capital.
In the nine months ended September 27, 2019, net cash provided by operating activities was $30.9 million and consisted of net income of $71.9
million, plus non-cash items totaling $13.0 million and less changes in operating assets and liabilities totaling $54.0 million. Non-cash items and
other adjustments consisted of depreciation and amortization of $13.0 million, stock-based compensation of $5.0 million, and loss on the
extinguishment of debt of $0.5 million, offset by a $5.5 million change in deferred taxes and uncertain tax positions.
Our investment in operating assets and liabilities is a result of increases in accounts receivable of $28.3 million, inventory of $20.3 million, and
prepaids and other assets of $7.6 million, and decreases in accrued expenses of $0.2 million and income taxes of $7.4 million, partially offset by an
increase in accounts payable of $9.8 million. The changes in inventory, accounts payable, accrued expenses, accounts receivable and prepaids and
other assets are primarily due to seasonal impacts on working capital. The decrease in income taxes payable is primarily due to the timing of
estimated tax payments and refunds.
In the nine months ended September 28, 2018, net cash provided by operating activities was $60.8 million and consisted of net income of $65.0
million, plus non-cash items totaling $4.3 million less changes in operating assets and liabilities totaling $8.6 million. Non-cash items and other
adjustments consisted of depreciation and amortization of $10.9 million, stock-based compensation of $5.6 million, offset by a $12.3 million change
in deferred taxes and uncertain tax positions that included $9.8 million related to the favorable settlement of our 2015 IRS audit. Our investment in
operating assets and liabilities is a result of an increase in accounts receivable of $24.8 million, an increase in inventory of $20.4 million, and a
decrease in income taxes payable of $1.3 million, partially offset by an increase in accounts payable of $35.7 million, an increase in accrued expenses
of $2.1 million and a decrease in prepaids and other assets of $0.1 million. The changes in inventory, accounts payable, accrued expenses, accounts
receivable and prepaids and other assets are primarily due to seasonal impacts on working capital. The decrease in income taxes payable is primarily
due to a reduction in accrued withholding taxes.
Investing activities
Cash used in investing activities relates to acquisitions and investments in our manufacturing and general infrastructure through the procurement
of property and equipment.
In the nine months ended September 27, 2019 and September 28, 2018, net cash used in investing activities was $32.7 million and $20.4 million,
respectively. Investing activities for the nine months ended September 27, 2019 consisted of $25.9 million of property and equipment additions and
$6.8 million of cash consideration for our acquisition in Ridetech. Our capital expenditures for the nine months ended September 28, 2018 include our
purchase of Tuscany's facilities from certain non-controlling interest stockholders totaling $3.8 million.
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Financing activities
Cash provided by or used in financing activities primarily relates to various forms of debt and equity instruments used to finance our business.
In the nine months ended September 27, 2019, net cash provided by financing activities was $5.8 million, which consisted of $67.5 million in
proceeds from our line of credit, partially offset by $52.1 million paid on our line of credit and $2.8 million paid on our term debt. In addition, we paid
$6.8 million to repurchase shares of our common stock, net of proceeds from the exercise of stock options, as part of our stock-based compensation
program.
In the nine months ended September 28, 2018, net cash used in financing activities was $43.4 million, which consisted of $35.6 million paid on our
line of credit and $3.8 million paid on our term debt. In addition, we paid $4.0 million to repurchase shares of our common stock, net of proceeds from
the exercise of stock options, as part of our stock-based compensation program.
Former Second Amended and Restated Credit Facility
In August 2013, we entered into the 2013 Credit Facility with SunTrust Bank and other named lenders. The 2013 Credit Facility provided a revolving
line of credit. On March 31, 2014, in connection with our asset purchase of Sport Truck, we amended and restated the 2013 Credit Facility. The
Amended and Restated 2013 Credit Facility provided a maturing secured term loan in the principal amount of $50.0 million, subject to quarterly
amortization payments, and extended the term of the 2013 Credit Facility through March 31, 2019. The proceeds of the term loan were used, in part,
to fund the acquisition of Sport Truck and to pay down the revolving line of credit provided under the 2013 Credit Facility. On December 12, 2014,
we amended the existing Amended and Restated 2013 Credit Facility. The First Amendment increased the term loan by the principal amount of $30.0
million to a total of $56.8 million, subject to quarterly amortization payments, and extended the maturity of the Amended and Restated 2013 Credit
Facility through December 12, 2019. The additional proceeds of the term loan made available through the First Amendment were used to partially
fund the acquisition of Race Face/Easton. Additional amendments entered into on May 29, 2015 and March 31, 2016, respectively, made minor
technical changes to the Amended and Restated 2013 Credit Facility. On May 11, 2016, we amended and restated the existing Amended and
Restated 2013 Credit Facility. Further technical amendments were made on August 11, 2016, June 12, 2017, November 30, 2017 and November 14,
2018 (as most recently amended and restated and as further amended, the "Second Amended and Restated Credit Facility"). The Second Amended
and Restated Credit Facility provides a maturing secured term loan in the principal amount of $75.0 million, subject to quarterly amortization
payments, increased the availability on the line of credit to $100.0 million, and extended the maturity of the Second Amended and Restated Credit
Facility through May 11, 2021. We paid off the Second Amended and Restated Credit Facility in June 2019 upon entering into the new credit facility
with Bank of America.
New Credit Facility
In June 2019, we entered into a credit facility with Bank of America and other named lenders (the "Credit Facility"). The Credit Facility, which
matures on June 3, 2024, provides a senior secured revolving line of credit with a maximum borrowing capacity of $250.0 million.
The Credit Facility provides for interest at a rate either based on the London Interbank Offered Rate, or LIBOR, plus a margin ranging from 1.00% to
1.50%, or based on the base rate offered by Bank of America plus a margin ranging from 0.00% to 0.50%. At September 27, 2019, the one-month
LIBOR and prime rates were 2.03% and 5.00%, respectively. At September 27, 2019, our weighted average interest rate on outstanding borrowing
was 3.15%. The Credit Facility is secured by substantially all of the Company’s assets, restricts the Company's ability to make certain payments and
engage in certain transactions, and requires that the Company satisfy customary financial ratios. The Company was in compliance with the
covenants as of September 27, 2019.
Hall County, Georgia Project - Phase 1
As previously announced on October 31, 2018, the Company is expanding its manufacturing and operations capacity and relocating the Company’s
headquarters to Hall County, Georgia. The Company plans to invest approximately $50.0 million in capital expenditures and employ up to 800
personnel over the next five years, dependent on market and general economic conditions in Georgia. The Company currently estimates that the
first phase of the project will be completed in mid-2020 and that the capital expenditures required to increase its existing manufacturing,
warehousing, distribution and office space will be approximately $39.0 million. The amount of any such capital expenditures is subject to change
depending on the circumstances and the scope of the project.
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Off-Balance Sheet Arrangements
We have no material off-balance sheet arrangements.
Inflation
Historically, inflation has not had a material effect on our results of operations. However, significant increases in inflation, particularly those related
to wages and increases in the cost of raw materials, could have an adverse impact on our business, financial condition and results of operations.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
There have been no material changes to the disclosures discussed in the section “Quantitative and Qualitative Disclosures About Market Risk” in
Part II, Item 7A of our Annual Report on Form 10-K for the fiscal year ended December 28, 2018, as filed with the SEC on February 26, 2019.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
We maintain "disclosure controls and procedures," as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized
and reported, within the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls
and procedures designed to ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange
Act is accumulated and communicated to the company’s management, including its principal executive and principal financial officers, or persons
performing similar functions, as appropriate to allow timely decisions regarding required disclosure.
Our management, under the direction and with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures as of September 27, 2019. Based on the evaluation of our disclosure controls and
procedures as of September 27, 2019, our Chief Executive Officer and Chief Financial Officer concluded that, as of such date, our disclosure controls
and procedures were effective at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
There was no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) identified in
connection with the evaluation required by Rules 13a-15(d) and 15d-15(d) of the Exchange Act that occurred during the period covered by this
Quarterly Report on Form 10-Q that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
Inherent Limitations on Effectiveness of Controls
Our management, including our Chief Executive Officer and Chief Financial Officer, believes that our disclosure controls and procedures and
internal control over financial reporting are designed to provide reasonable assurance of achieving their objectives and are effective at the
reasonable assurance level. However, our management does not expect that our disclosure controls and procedures or our internal control over
financial reporting will prevent all errors and all fraud. A control system, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of the control system are met. 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, have been detected. These
inherent limitations include, but are not limited to, the realities that judgments in decision-making can be faulty, and that breakdowns can occur
because of a simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more
people or by management override of the controls. The design of any system of controls also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future
conditions. Over time, controls may become inadequate because of changes in conditions, or the degree of compliance with the policies or
procedures may deteriorate. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur
and not be detected.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
A lawsuit was filed on December 17, 2015 by SRAM Corporation (“SRAM”) in the U.S. District Court, Northern District of Illinois, against the
Company’s wholly-owned subsidiary, RFE Canada Holding Corp. (“RFE Canada”). The lawsuit alleges patent infringement of U.S. Patent number
9,182,027 ("'027 Patent") and violation of the Lanham Act. SRAM filed a second lawsuit in the same court against RFE Canada on May 16, 2016,
alleging patent infringement of U.S Patent number 9,291,250 ("'250 Patent"). The Company believes that the lawsuits are without merit and intends
vigorously to defend itself. As such, the Company has filed, before the U. S. Patent and Trademark Appeals Board ("PTAB"), for Interparties
Reviews ("IPR") of the '027 Patent and separately the same for the '250 Patent. In April 2018, the PTAB issued opinions in the ‘027 Patent petition
cases stating that the Company has not shown the claims of the ‘027 Patent to be obvious. Regarding the PTAB ‘027 opinions, the Company has
filed an Appeal to the Court of Appeals for the Federal Circuit. Regarding that appeal the Company has further moved the CAFC for remand of the
‘027 IPR to the PTAB. The PTAB has issued an opinion in the ‘250 Patent petition case stating that the Company has not shown the claims of the
‘250 Patent to be obvious.
In a separate action, the Company filed a lawsuit on January 29, 2016 in the U.S. District Court, Northern District of California against SRAM. That
lawsuit alleges SRAM’s infringement of two separate Company owned patents, specifically U.S. Patent numbers 6,135,434 and 6,557,674. The
Company filed a second lawsuit on July 1, 2016 in the U.S. District Court, Northern District of California against SRAM alleging infringement of the
Company’s U.S. Patent numbers 8,226,172 and 8,974,009. These lawsuits have been moved to U.S. District Court, District of Colorado and are
otherwise proceeding. The U.S. District Court, Northern District of Illinois, has lifted the stay of the SRAM lawsuits against the Company. The
Company filed and SRAM filed lawsuits are now moving forward in the respective courts.
Due to the inherent uncertainties of litigation, the Company is not able to predict either the outcome or a range of reasonably possible losses, if any,
at this time. Accordingly, no amounts have been recorded in the consolidated financial statements for the settlement of these matters. Were an
unfavorable ruling to occur, or if factors indicate that a loss is probable and reasonably estimable, the Company's business, financial condition or
results of operations could be materially and adversely affected. The Company is involved in other legal matters that arise in the ordinary course of
business. Based on information currently available, management does not believe that the ultimate resolution of these matters will have a material
adverse effect on the Company's financial condition, results of operations or cash flows.
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ITEM 1A. RISK FACTORS
Our business, financial condition, operating results and prospects could be materially and adversely affected by various risks and uncertainties that
are described herein. In addition to the risks and uncertainties discussed elsewhere in this Quarterly Report on Form 10-Q, you should carefully
consider the risks and uncertainties described below. If any of these risks actually occur, our business, financial condition, operating results and
prospects could be materially and adversely affected. In that event, the trading price of our common stock could decline.
Risks related to our business
If we are unable to continue to enhance existing products and develop, manufacture and market new products that respond to consumer needs
and preferences and achieve market acceptance, we may experience a decrease in demand for our products, and our business and financial
results could suffer.
Our growth strategy involves the continuous development of innovative performance-defining products. We may not be able to compete as
effectively with our competitors, and ultimately satisfy the needs and preferences of our customers and the end users of our products, unless we
can continue to enhance existing products and develop new, innovative products in the global markets in which we compete. In addition, we must
continuously compete for not only end users who purchase our products through the dealers and distributors who are our customers, but also for
the OEMs, which incorporate our products into their bikes and powered vehicles. These OEMs regularly evaluate our products against those of our
competitors to determine if they are allowing the OEMs to achieve higher sales and market share on a cost-effective basis. Should one or more of
our OEM customers determine that they could achieve overall better financial results by incorporating a competitor’s new or existing product, they
would likely do so, which could harm our business, financial condition or results of operations.
Product development requires significant financial, technological and other resources. While we expended approximately $25.8 million, $20.2 million
and $18.5 million for our research and development efforts in 2018, 2017 and 2016, respectively, there can be no assurance that this level of
investment in research and development will be sufficient in the future to maintain our competitive advantage in product innovation, which could
cause our business, financial condition or results of operations to suffer.
Product improvements and new product introductions require significant planning, design, development and testing at the technological, product
and manufacturing process levels, and we may experience unanticipated delays in our introduction of product improvements or new products. Our
competitors’ new products may beat our products to market, be more effective and/or less expensive than our products, obtain better market
acceptance or render our products obsolete. Any new products that we develop may not receive market acceptance or otherwise generate any
meaningful sales or profits for us relative to our expectations. In addition, one of our competitors could develop an unforeseen and entirely new
product or technology that renders our products less desirable or obsolete, which could negatively affect our business, financial condition or
results of operations.
We face intense competition in all product lines, including from some competitors that may have greater financial and marketing resources.
Failure to compete effectively against competitors would negatively impact our business and operating results.
The industries in which we operate are highly competitive. We compete with a number of other manufacturers that produce and sell performancedefining products to OEMs and aftermarket dealers and distributors, including OEMs that produce their own lines of products for their own use.
Our continued success depends on our ability to continue to compete effectively against our competitors, some of which have significantly greater
financial, marketing and other resources than we have. In addition, several of our competitors offer broader product lines to OEMs, which they may
sell in connection with suspension products as part of a package offering. In the future, our competitors may be able to maintain and grow brand
strength and market share more effectively or quickly than we do by anticipating the course of market developments more accurately than we do,
developing products that are superior to our products, creating manufacturing or distribution capabilities that are superior to ours, producing
similar products at a lower cost than we can or adapting more quickly than we do to new technologies or evolving regulatory, industry or customer
requirements, among other possibilities. In addition, we may encounter increased competition if our current competitors broaden their product
offerings by beginning to produce additional types of performance-defining products or through competitor consolidations. We could also face
competition from well-capitalized entrants into these product markets, as well as aggressive pricing tactics by other manufacturers trying to gain
market share. As a result, our products may not be able to compete successfully with our competitors’ products, which could negatively affect our
business, financial condition or results of operations.
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Our business is sensitive to economic conditions that impact consumer spending. Our performance-defining products, and the bike and
powered vehicles into which they are incorporated, are discretionary purchases and may be adversely impacted by changes in the economy.
Our business depends substantially on global economic and market conditions. In particular, we believe that currently a significant majority of the
end users of our products live in the United States and countries in Europe. These areas either are in the process of recovering from recession or, in
some cases, are still struggling with recession, disruption in banking and/or financial systems, economic weakness and uncertainty. In addition, our
products are recreational in nature and are generally discretionary purchases by consumers. Consumers are usually more willing to make
discretionary purchases during periods of favorable general economic conditions and high consumer confidence. Discretionary spending may also
be affected by many other factors, including interest rates, the availability of consumer credit, taxes and consumer confidence in future economic
conditions. During periods of unfavorable economic conditions, or periods when other negative market factors exist, consumer discretionary
spending is typically reduced, which in turn could reduce our product sales and have a negative effect on our business, financial condition or
results of operations.
There could also be a number of secondary effects resulting from an economic downturn, such as insolvency of our suppliers resulting in product
delays, an inability of our OEM and distributor and dealer customers to obtain credit to finance purchases of our products, customers delaying
payment to us for the purchase of our products due to financial hardship or an increase in bad debt expense. Any of these effects could negatively
affect our business, financial condition or results of operations.
If we are unable to maintain our premium brand image, our business may suffer.
OEMs, dealers and distributors select our products in part because of the premium brand reputation we hold with them and our end users.
Therefore, our success depends on our ability to maintain and build the image of our brands. We have focused on building our brands through
producing products or acquiring businesses that produce products that we believe are innovative, high in performance and highly reliable. In
addition, our brands benefit from our strong relationships with our OEM customers and dealers and distributors and through marketing programs
aimed at bike and powered vehicle enthusiasts in various media and other channels. For example, we sponsor a number of professional athletes and
professional race teams. In order to continue to enhance our brand image, we will need to maintain our position in the performance-defining
products industry and continue to provide high quality products and services. In addition, we will need to continue to invest in sponsorships,
marketing and public relations.
There can be no assurance, however, that we will be able to maintain or enhance the strength of our brands in the future. Our brands could be
adversely impacted by, among other things:
•

failure to develop new products that are innovative, performance-oriented, and reliable;

•

internal product quality control issues;

•

product quality issues on the bikes and powered vehicles on which our products are installed;

•

product recalls;

•

high profile component failures (such as a component failure during a race on a mountain bike ridden by an athlete that we sponsor);

•

negative publicity regarding our sponsored athletes;

•

high profile injury or death to one of our sponsored athletes;

•

inconsistent uses of our brand and our other intellectual property assets, as well as failure to protect our intellectual property; and

•

changes in consumer trends and perceptions.

Any adverse impact on our brand could in turn negatively affect our business, financial condition or results of operations.
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A significant portion of our sales are highly dependent on the demand for high-end bikes and a material decline in the demand for these bikes
or their suspension components could have a material adverse effect on our business or results of operations.
During 2018, approximately 46% of our sales were generated from the sale of bike products. Part of our success has been attributable to the growth
in the high-end bike industry, including increases in average retail sales prices, as better-performing product designs and technologies have been
incorporated into these products. If the popularity of high-end or premium-priced bikes does not increase or declines, the number of bike
enthusiasts seeking such bikes or premium-priced suspension products, wheels, cranks and other specialty components for their bikes does not
increase or declines, or the average price point of these bikes declines, we may fail to achieve future growth or our sales could decrease, and our
business, financial condition or results of operations could be negatively affected. In addition, if current bike enthusiasts stop purchasing our
products due to changes in preferences, we may fail to achieve future growth or our sales could be decreased, and our business, financial condition
or results of operations could be negatively affected.
Our growth in the powered vehicle category is dependent upon our continued ability to expand our product sales into powered vehicles that
require performance-defining products and the continued expansion of the market for these powered vehicles.
Our growth in the powered vehicle category is in part attributable to the expansion of the market for powered vehicles that require performancedefining products. Such market growth includes the creation of new classes of vehicles that need our products, such as Side-by-Sides, and our
ability to create products for these vehicles. In the event these markets stopped expanding or contracted, or we are unsuccessful in creating new
products for these markets or other competitors successfully enter into these markets, we may fail to achieve future growth or our sales could
decrease, and our business, financial condition or results of operations could be negatively affected.
Changes in our customer, channel and product mix could place demands that are more rigorous on our infrastructure and cause our
profitability percentages to fluctuate.
From time to time, we may experience changes in our customer, channel and product mix from changes in demands from existing customers due to
shifts in their products and markets. Additionally, the Company may pursue new customers and markets. Such changes in customers, channel and
product mix could place demands that are more rigorous on our infrastructure and supply chain and could result in changes to our profitability and
profitability percentages. If customers begin to require more lower-margin products from us and fewer higher-margin products, or place demands on
our performance that increase our costs, our business, results of operations and financial condition may suffer.
A disruption in the operations of our facilities, or delays in our planned expansion of certain facilities, could have a negative effect on our
business, financial condition or results of operations.
During 2017, we completed the process of moving all of the manufacturing of our bike suspension component products to our facility in Taichung,
Taiwan. In connection with this move, we are utilizing, and expect to continue to use, suppliers who are located closer to our facility in Taichung,
Taiwan for a number of materials and components. With the transition of our entire bike suspension component manufacturing to Taichung,
Taiwan, we converted the Watsonville manufacturing facility to be a powered vehicle suspension products manufacturing location exclusively.
Additionally, in 2018 we announced the planned construction of our new campus in Hall County, Georgia to further diversify our manufacturing
platform and provide additional long-term capacity to support growth in our Powered Vehicles Group. In the future, we may move additional
manufacturing operations as we re-balance existing facilities or expand to new manufacturing locations. As a result, we have incurred, and expect to
continue to incur, costs associated with some duplication of facilities, equipment and personnel, the amount of which could vary materially from our
projections. Significant construction delays or other unforeseen difficulties in our Georgia expansion project and future expansion projects,
whatever the cause, could have a material adverse effect on our business, customer relationships, financial condition, operating results, cash flow,
and liquidity.
Equipment failures, delays in deliveries or catastrophic loss at any of our facilities could lead to production or service disruptions, curtailments or
shutdowns. In the event of a stoppage in production or a slowdown in production due to high employee turnover or a labor dispute at any of our
facilities, even if only temporary, or if we experience delays as a result of events that are beyond our control, delivery times to our customers could
be severely affected. If there was a manufacturing disruption in any of our manufacturing facilities, we might be unable to meet product delivery
requirements and our business, financial condition or results of operations could be negatively affected, even if the disruption was covered in
whole or in part by our business interruption insurance. Any significant delay in deliveries to our customers could lead to increased returns or
cancellations, expose us to damage claims from our customers or damage our brand and, in turn, negatively affect our business, financial condition
or results of operations.
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Work stoppages or other disruptions at seaports could adversely affect our operating results.
A significant portion of our goods move through ports on the Western Coast of the United States. We have a global supply chain and we import
products from our third-party vendors as well as our Fox Taiwan facility into the United States largely through ports on the West Coast.
Longshoremen, none of whom are our employees, must offload freight from ships arriving at West Coast ports. We do not control the activities of
these employees or seaports and we could suffer supply chain disruptions due to any disputes, capacity shortages, slowdowns or shutdowns that
may occur, as was experienced in February 2015, in relation to certain West Coast ports. While the West Coast ports labor dispute ended with a
five-year agreement, it lasted longer than we forecasted, and any similar labor dispute in the future could potentially have a negative effect on both
our financial condition and results of operations.
Our business depends substantially on our ability to attract and retain experienced and qualified talent, including our senior management
team.
We are dependent upon the contributions, talent and leadership of our senior management team, particularly our Chief Executive Officer, Michael C.
Dennison. We do not have a "key person" life insurance policy on Mr. Dennison or any other key employees. We believe that the top nine
members of our senior management team are key to establishing our focus and executing our corporate strategies as they have extensive knowledge
of our systems and processes. Given our senior management team’s knowledge of our industry and the limited number of direct competitors in the
industry, we believe that it could be difficult to find replacements should any of the members of our senior management team leave. For example, our
Chief Financial Officer, Zvi Glasman, resigned effective November 1, 2019, and, although we have named an interim replacement, we have not yet
designated a permanent replacement for Mr. Glasman. If we are unable to designate a permanent Chief Financial Officer in a timely manner, there
may be an adverse effect on our financial reporting processes, our financial controls and procedures and our ability to raise additional capital.
We could also be adversely affected if we fail to attract and retain talent throughout our organization. For instance, we rely on skilled and welltrained engineers for the design and production of our products, as well as in our research and development functions. Competition for such
individuals is intense, particularly in California where several of our facilities are located. Our inability to attract or retain qualified employees in our
design, production or research and development functions or elsewhere in our Company could result in diminished quality of our products and
delinquent production schedules or impede our ability to develop new products. Our failure to adequately address any of these issues could have a
material adverse effect on our business, operating results and financial condition.
We may not be able to sustain our past growth or successfully implement our growth strategy, which may have a negative effect on our
business, financial condition or results of operations.
We grew our sales from approximately $475.6 million in 2017 to approximately $619.2 million in 2018. This growth rate may be unsustainable. Our
future growth will depend upon various factors, including the strength of the image of our brands, our ability to continue to produce innovative
performance-defining products, consumer acceptance of our products, competitive conditions in the marketplace, our ability to make strategic
acquisitions, the growth in emerging markets for products requiring high-end suspension products and, in general, the continued growth of the
high-end bike and powered vehicle markets into which we sell our products. Our beliefs regarding the future growth of markets for high-end
suspension products are based largely on qualitative judgments and limited sources and may not be reliable. If we are unable to sustain our past
growth or successfully implement our growth strategy, our business, financial condition or results of operations could be negatively affected.
The professional athletes and race teams who use our products are an important aspect of the image of our brands. The loss of the support of
professional athletes for our products or the inability to attract new professional athletes may harm our business.
If current or future professional athletes and race teams do not use our products, our brands could lose value and our sales could decline. While
our sponsorship agreements typically restrict our sponsored athletes and race teams from promoting, endorsing or using competitors’ products that
compete directly within our product categories during the term of the sponsorship agreements, we do not typically have long-term contracts with
any of the athletes or race teams whom we sponsor.
If we are unable to maintain our current relationships with these professional athletes and race teams, if these professional athletes and race teams
are no longer popular, if our sponsored athletes and race teams fail to have success or if we are unable to continue to attract the endorsement of
new professional athletes and race teams in the future, the value of our brands and our sales could decline.
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We depend on our relationships with dealers and distributors and their ability to sell and service our products. Any disruption in these
relationships could harm our sales.
We sell our aftermarket products to dealers and distributors, and we depend on their willingness and ability to market and sell our products to
consumers and provide customer and product service as needed. We also rely on our dealers and distributors to be knowledgeable about our
products and their features. If we are not able to educate our dealers and distributors so that they may effectively sell our products as part of a
positive buying experience, or if they fail to implement effective retail sales initiatives, focus selling efforts on our competitors’ products, reduce the
quantity of our products that they sell or reduce their operations due to financial difficulties or otherwise, our brand and business could suffer.
We do not control our dealers or distributors and many of our contracts allow these entities to offer our competitors’ products. Our competitors
may incentivize our dealers and distributors to favor their products. In addition, we do not have long-term contracts with a majority of our dealers
and distributors, and our dealers and distributors are not obligated to purchase specified amounts of our products. In fact, the majority of our
dealers and distributors buy from us on a purchase order basis. Consequently, with little or no notice, many of these dealers and distributors may
terminate their relationships with us or materially reduce their purchases of our products. If we were to lose one or more of our dealers or
distributors, we would need to obtain a new dealer or distributor to cover the particular location or product line, which may not be possible on
favorable terms or at all.
Alternatively, we could use our own sales force to replace such a dealer or distributor, but expanding our sales force into new locations takes a
significant amount of time and resources and may not be successful. Further, many of our international distribution contracts contain exclusivity
arrangements, which may prevent us from replacing or supplementing our current distributors under certain circumstances.
We are a supplier in the high-end bike and powered vehicles markets, and our business is dependent in large part on the orders we receive from
our OEM customers and from their success.
As a supplier to OEM customers, we are dependent in large part on the success of the business of our OEM customers. Model year changes by our
OEM customers may adversely impact our sales or cause our sales to vary from quarter to quarter. In addition, losses in market share individually or
a decline in the overall market of our OEM customers or the discontinuance by our OEM customers of their products which incorporate our
products could negatively impact our business, financial condition or results of operations. For example, if our bike producing OEM customers
reduce production of their high-end bikes, their orders to us for our products would in turn be reduced, which could negatively affect our business,
financial condition or results of operations.
A relatively small number of customers account for a substantial portion of our sales. The loss of all or a substantial portion of our sales to any
of these customers, whether through the temporary or permanent discontinuation of their products which incorporate our products or
otherwise, or the loss of market share by these customers could have a material adverse impact on us and our results of operations.
Sales attributable to our five largest OEM customers, which can vary from year to year, collectively accounted for approximately 32%, 32% and 30%
of our sales in fiscal years 2018, 2017 and 2016, respectively. The loss of all or a substantial portion of our sales to any of these OEM customers,
whether through the temporary or permanent discontinuation of their products which incorporate our products or otherwise, or the loss of market
share by these customers could have a material adverse impact on our business, financial condition or results of operations.
Currency exchange rate fluctuations could impact gross margins and expenses.
Foreign currency fluctuations could in the future have an adverse effect on our business, financial condition or results of operations. We sell our
products inside and outside of the United States primarily in U.S. Dollars and New Taiwan Dollars. However, some of the OEMs purchasing
products from us sell their products in Europe and other foreign markets using the Euro and other foreign currencies. As a result, as the U.S. Dollar
appreciates against these foreign currencies, our products will become relatively more expensive for these OEMs. Accordingly, competitive
products that our OEM customers can purchase in other currencies may become more attractive and we could lose sales as these OEMs seek to
replace our products with cheaper alternatives. In addition, should the U.S. Dollar depreciate significantly, this could have the effect of decreasing
our gross margins and adversely impact our business, financial condition or results of operations.
With a majority of our manufacturing operations for our bike products occurring in Taiwan, a percentage of our sales and expenses are denominated
in the New Taiwan Dollar. Should the New Taiwan Dollar appreciate against the U.S. Dollar, this could have the effect of decreasing our sales,
increasing our expenses, and decreasing our profitability.
Additionally, with the acquisition of Race Face/Easton in 2014, certain of our operations take place in Canada and a percentage of our sales and
expenses are denominated in Canadian Dollars. Our operating profitability could be negatively impacted as a result of changes in the exchange rate
between the U.S. Dollar and the Canadian Dollar.
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Our international operations are exposed to risks associated with conducting business globally.
As a result of our international presence, we are exposed to increased risks inherent in conducting business outside of the United States. In
addition to foreign currency risks, these risks include:
•

difficulty in transporting materials internationally, including labor disputes at West Coast ports, which handle a large amount of our
products;

•

increased difficulty in protecting our intellectual property rights and trade secrets;

•

changes in tax laws and the interpretation of those laws;

•

exposure to local economic conditions;

•

unexpected government action or changes in legal or regulatory requirements;

•

geopolitical regional conflicts, terrorist activity, political unrest, civil strife, acts of war and other political uncertainty;

•

changes in tariffs, quotas, trade barriers and other similar restrictions on sales;

•

the effects of any anti-American sentiments on our brands or sales of our products;

•

increased difficulty in ensuring compliance by employees, agents and contractors with our policies as well as with the laws of multiple
jurisdictions, including but not limited to the U.S. Foreign Corrupt Practices Act, local international environmental, health and safety laws,
and increasingly complex regulations relating to the conduct of international commerce;

•

increased difficulty in controlling and monitoring foreign operations from the United States, including increased difficulty in identifying
and recruiting qualified personnel for our foreign operations; and

•

increased difficulty in staffing and managing foreign operations or international sales.

An adverse change in any of these conditions could have a negative effect upon our business, financial condition or results of operations.
U.S. policies related to global trade and tariffs could have a material adverse effect on our results of operations.
The current domestic and international political environment, including existing and potential changes to U.S. policies related to global trade and
tariffs, have resulted in uncertainty surrounding the future state of the global economy. In 2018, the U.S. imposed tariffs of 25 percent on steel and
10 percent on aluminum. Over the past 18 months, the United States has imposed 25 percent tariffs on $250 billion worth of imports from China, and
plans to impose tariffs "up to 25 percent" on an additional $300 billion of imports from China by the end of 2019. The United States has taken steps
to impose tariffs on global imports of automobiles and auto parts, as well as products from the European Union as a result of a dispute at the World
Trade Organization. While we have limited exposure to implemented tariffs at this time, any expansion in the types of tariffs implemented has the
potential to negatively impact our supply chain costs as well as the operating performance of our customers, thus negatively affecting our sales,
gross margin and operating performance. Additionally, there is a risk that the U.S. tariffs on imports could be met with additional retaliatory tariffs
on U.S. produced exports and that the broader trade uncertainty could intensify. This has the potential to significantly impact global trade and
economic conditions in many of the regions where we do business and have a material adverse effect on our results of operations.
Our sales could be adversely impacted by the disruption or cessation of sales by other bike component manufacturers or if other bike
component manufacturers enter into the specialty bike component market.
Most of the bikes incorporating our suspension products also use products and components manufactured by other bike component
manufacturers. If such component manufacturers were to cease selling their products and components on a standalone basis, their sales are
disrupted, or their competitive market position or reputation is diminished, customers could migrate to competitors that sell complementary bike
products that we do not sell. Moreover, such bike component manufacturers could begin manufacturing bike suspension products, wheels, or
cranks, or bundle their bike components with suspension products, wheels or cranks manufactured by competitors. If any of the foregoing were to
occur, our sales could decrease and our business, financial condition or results of operations could suffer.
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We have been and may become subject to intellectual property disputes that could cause us to incur significant costs or pay significant
damages or that could prohibit us from selling our products.
As we develop new products or attempt to use our brands in connection with new products, we seek to avoid infringing the valid patents and other
intellectual property rights of our competitors. However, from time to time, third parties have alleged, or may allege in the future, that our products
and/or trademarks infringe upon their proprietary rights. We will evaluate any such claims and, where appropriate, may obtain or seek to obtain
licenses or other business arrangements. To date, there have been no significant interruptions in our business as a result of any claims of
infringement, and we do not hold patent infringement insurance. Any claim, regardless of its merit, could be expensive, time consuming to defend
and distract management from our business. Moreover, if our products or brands are found to infringe third-party intellectual property rights, we
may be unable to obtain a license to use such technology or associated intellectual property rights on acceptable terms. A court determination that
our brands, products or manufacturing processes infringe the intellectual property rights of others could result in significant liability and/or require
us to make material changes to our products and/or manufacturing processes or preclude our ability to use certain brands. In most circumstances,
we are not indemnified for our use of a licensor’s intellectual property, if such intellectual property is found to be infringing. Any of the foregoing
results could cause us to redesign our products or defend legal actions, which could cause us to incur substantial costs that could negatively affect
our business, financial condition or results of operations.
If we are unable to enforce our intellectual property rights, our reputation and sales could be adversely affected.
Intellectual property is an important component of our business. We patent our proprietary technologies related to vehicle suspension and other
products in the U.S. and various foreign patent offices. Additionally, we have registered or have applied for trademarks and service marks with the
United States Patent and Trademark Office and a number of foreign countries, including the marks FOX®, FOX RACING SHOX®, RACE FACE® and
REDEFINE YOUR LIMITS®, to be used with certain goods and services. When appropriate, we may from time to time assert our rights against those
who infringe on our patents, trademarks, trade dress, or other intellectual property. However, we may not be successful in enforcing our patents or
asserting trademark, trade name or trade dress protection with respect to our brand names and our product designs, and third parties may seek to
oppose or challenge our patents or trademark registrations. Further, these legal efforts may not be successful in reducing sales of suspension
products by those infringing. In addition, our pending patent applications may not result in the issuance of patents, and even issued patents may
be contested, circumvented or invalidated and may not provide us with proprietary protection or competitive advantages. If our efforts to develop
and enforce our intellectual property are unsuccessful, or if a third party misappropriates our rights, this may adversely affect our business,
financial condition or results of operations. Additionally, intellectual property protection may be unavailable or limited in some foreign countries
where laws or law enforcement practices may not protect our proprietary rights as fully as in the United States, and it may be more difficult for us to
successfully challenge the use of our proprietary rights by other parties in these countries. Furthermore, other competitors may be able to
successfully produce products that imitate certain of our products without infringing upon any of our patents, trademarks or trade dress. The failure
to prevent or limit infringements and imitations could have a permanent negative impact on the pricing of our products or reduce our product sales
and product margins, even if we are ultimately successful in limiting the distribution of a product that infringes our rights, which in turn may affect
our business, financial condition or results of operations.
Although we enter into non-disclosure agreements with employees, OEMs, distributors and others to protect our confidential information and trade
secrets, we may be unable to prevent such parties from breaching these agreements with us and using our intellectual property in an unauthorized
manner. If our efforts to protect our intellectual property are unsuccessful, or if a third party misappropriates our rights, our business may be
adversely affected. Defending our intellectual property rights can be very expensive and time consuming, and there is no assurance that we will be
successful.
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If we inaccurately forecast demand for our products, we may manufacture insufficient or excess quantities or our manufacturing costs could
increase, which could adversely affect our business.
We plan our manufacturing capacity based upon the forecasted demand for our products. In the OEM channel, our forecasts are based in large part
on the number of our product specifications for new bikes and powered vehicles and on projections from our OEM customers. In the aftermarket
channel, our forecasts are based partially on discussions with our dealers and distributors as well as our own assessment of markets. If we
incorrectly forecast demand, we may incur capacity issues in our manufacturing plant and supply chain, increased material costs, increased freight
costs, additional overtime, and costs associated with excess inventory, all of which in turn adversely impact our cost of sales and our gross margin.
Economic weakness and uncertainty in the United States, Europe and other countries may make accurate forecasting particularly challenging.
In the future, if actual demand for our products exceeds forecasted demand, the margins on our incremental sales in excess of anticipated sales may
be lower due to temporary higher costs, which could result in a decrease in our overall margins. While we generally manufacture our products upon
receipt of customer orders, if actual demand is less than the forecasted demand for our products and we have already manufactured the products or
committed to purchase materials in support of forecasted demand, we could be forced to hold excess inventories. In short, either excess or
insufficient production due to inaccurate forecasting could have a negative effect on our business, financial condition or results of operations.
Product recalls, and significant product repair and/or replacement due to product warranty costs and claims have had, and in the future, could
have, a material adverse impact on our business.
Unless otherwise required by law, we generally provide a limited warranty for our products for a one or two-year period beginning on: (i) in the case
of OEM sales, the date the bike or powered vehicle is purchased from an authorized OEM where our product is incorporated as original equipment
on the purchased bike or powered vehicle; or (ii) in the case of aftermarket sales, the date the product is originally purchased from an authorized
dealer. From time to time, our customers may negotiate for longer or different warranty coverage. In the ordinary course of business, we incur
warranty costs and reserve against such costs in our financial statements. However, there is a risk that we could become aware of an
underperforming product and be forced to adjust our warranty reserves or incur costs in excess of these reserves, which could adversely affect our
results of operations.
If any of our products are or are alleged to be defective, we may be required to participate in a recall involving such products. Our products and
items where our product is incorporated as original equipment on the purchased item are subject to regulation by various agencies, including the
National Highway Traffic Safety Administration ("NHTSA"), the U.S. Consumer Product Safety Commission ("CPSC") and similar state and
international regulatory authorities. We have had in the past, and may have in the future, recalls (both voluntary and involuntary) of our products
or of items that incorporate our products. For example, in October 2016, we initiated a voluntary recall of certain bicycle Float X2 shock absorber
products. Most recently, in May 2017, we announced a voluntary recall of approximately 2,460 of FOX's Harley Davidson specific aftermarket
motorcycle shock absorbers. In the case of OEM sales, each manufacturer has its own practices regarding product recalls and other product liability
actions that could involve its suppliers. Additionally, as suppliers become more integrally involved in the design process and assume a greater role
in the overall system design, OEMs could potentially look to us to share in the cost if faced with recalls and product liability claims.
Although we carry product liability and product recall insurance, no assurance can be made that such insurance will provide adequate coverage
against any potential claims, such insurance is available in the appropriate markets or that we will be able to obtain such insurance on acceptable
terms in the future. In addition to the direct costs related to these or other recalls, our aftermarket and OEM sales could be adversely affected if we
do not have a ready replacement product for such recalled products. Such recall events could also adversely affect our brand image and have a
negative effect on our relationships with our OEMs, sponsored athletes and race teams, or otherwise have a negative effect on our business,
financial condition or results of operations.
An adverse determination in any material product liability claim against us could adversely affect our operating results or financial condition.
The use of our products by consumers, often under extreme conditions, exposes us to risks associated with product liability claims. If our products
are defective or used incorrectly by our customers, bodily injury, property damage or other injury, including death, may result in, and could give rise
to product liability claims against us, which could adversely affect our brand image or reputation. We have encountered product liability claims in
the past and carry product liability insurance to help protect us against the costs of such claims, although our insurance may not be sufficient to
cover all losses. Any losses that we may suffer from any product liability claims, and the effect that any product liability litigation may have upon
the reputation and marketability of our products, may have a negative impact on our business, financial condition or results of operations.
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Our Credit Facility places operating restrictions on us and creates default risks.
Our Credit Facility contains covenants that place restrictions on our operating activities. These covenants, among other things, limit our ability to:
•

pay dividends or make distributions to our stockholders or redeem our stock;

•

incur additional indebtedness or permit additional encumbrances on our assets; and

•

make acquisitions or complete mergers or sales of assets, or engage in new businesses.

These restrictions may interfere with our ability to obtain financing or to engage in other business activities, which may have a material adverse
effect on our business, financial condition or results of operations.
If we are unable to comply with the covenants contained in our Credit Facility, it could constitute an event of default and our lenders could declare
all borrowings outstanding, together with accrued and unpaid interest, to be immediately due and payable. If we are unable to repay or otherwise
refinance these borrowings when due, our lenders could sell the collateral securing our Credit Facility, which constitutes substantially all of our
assets.
We will continue to have the ability to incur debt and our levels of debt may affect our operations and our ability to pay the principal of and
interest on our debt.
In the future, we and our subsidiaries may be able to incur substantial additional debt from amendments to the Credit Facility, additional lending
sources subject to the restrictions contained in the Credit Facility, or because of certain debt instruments we may issue.
As of September 27, 2019, we had $73.0 million of indebtedness and $172.0 million in revolving credit available to borrow under the Credit Facility.
Our ability to borrow under the Credit Facility fluctuates from time to time due to, among other factors, our borrowings under the Credit Facility.
Our indebtedness could be costly or have adverse consequences, such as:
•

requiring us to dedicate a substantial portion of our cash flows from operations to payments on our debt;

•

limiting our ability to obtain future financing for working capital, capital expenditures, acquisitions, debt obligations and other general
corporate requirements;

•

making us more vulnerable to adverse conditions in the general economy or our industry and to fluctuations in our operating results,
including affecting our ability to comply with and maintain any financial tests and ratios required under our indebtedness;

•

limiting our flexibility to engage in certain transactions or to plan for, or react to, changes in our business and industry;

•

putting us at a disadvantage compared to competitors that have less relative and/or less restrictive debt; and

•

subjecting us to additional restrictive financial and other covenants.

If we incur substantial additional indebtedness in the future, these higher levels of indebtedness may affect our ability to pay the principal of and
interest on existing indebtedness and our creditworthiness generally.
Our outstanding indebtedness under the Credit Facility bears interest at a variable rate, which makes us more vulnerable to increases in
interest rates and could cause our interest expense to increase and decrease cash available for operations and other purposes.
Borrowings under our Credit Facility bear interest on a variable rate, which increases and decreases based upon changes in the underlying interest
rate and/or our leverage ratio. Any such increases in the interest rate or increases of our borrowings under the Credit Facility will increase our
interest expense.
As of September 27, 2019, we had $73.0 million of indebtedness, bearing interest at a variable rate, outstanding under the Credit Facility. Recent
interest rates in the United States have been at historically low levels, and any increase in these rates would increase our interest expense and
reduce our funds available for operations and other purposes. Although from time to time we may enter into agreements to hedge a portion of our
interest rate exposure, these agreements may be costly and may not protect against all interest rate fluctuations. Accordingly, we may experience
material increases in our interest expense as a result of increases in interest rate levels generally. Based on the $73.0 million of variable interest rate
indebtedness that was outstanding as of September 27, 2019, a hypothetical 100 basis point increase or decrease in the interest rate would have
resulted in an approximately $0.2 million change to our interest expense for the three months ended September 27, 2019.
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Unanticipated changes in our tax provisions, the adoption of new tax legislation or exposure to additional tax liabilities could affect our
financial performance.
Recently enacted U.S. tax legislation has significantly changed the U.S. federal income taxation of U.S. corporations by reducing the U.S. corporate
income tax rate, adopting elements of a territorial tax system, imposing a one-time transition tax (or "deemed repatriation tax") on all undistributed
earnings and profits of certain U.S. owned foreign corporations, revising the rules governing net operating losses and the rules governing foreign
tax credits, repealing the performance-based compensation exception to the $1 million deduction limit on executive compensation and expanding the
scope of employees to whom the limit applies, eliminating the deductibility of certain fringe benefits, permitting immediate expensing of certain
capital expenditures, limiting interest deductions, modifying the tax treatment of like kind exchanges, and introducing new anti-base erosion
provisions. Many of these changes were effective immediately upon the passage of the legislation, without any transition periods or grandfathering
for existing transactions. The legislation is unclear in many respects and will continue to be subject to potential amendments and technical
corrections, as well as notices, interpretations and implementation of regulations by the Treasury and IRS, any of which could lessen or increase
certain adverse impacts of the legislation. For example, the interpretation the IRS Notice regarding the deduction limitation on executive
compensation resulted in a $1.4 million increase in our tax provision in the third quarter of 2018. Likewise, regulations regarding the deduction for
foreign derived intangible income and our estimates of amounts deductible resulted in a $1.5 million decrease in our tax provision in the third quarter
of 2019 and an anticipated $1.9 million reduction of tax expense in the fourth quarter of 2019 related to such deduction in our 2018 tax returns. In
addition, it remains unclear in some cases how these U.S. federal income tax changes will affect state and local taxation, which often uses federal
taxable income as a starting point for computing state and local tax liabilities, or how foreign governments will view the changes.
Our analysis and interpretation of this legislation is ongoing. We asserted permanent reinvestment of the earnings of certain of our foreign
subsidiaries in 2016 and 2017, and discontinued this assertion as a result of the December 2017 changes in legislation. As a result, the deemed
repatriation tax, the accrual of state income and foreign withholding taxes on unremitted earnings, and certain other changes to U.S. taxation of
amounts earned abroad have impacted our financial statements. Additionally, the reduction in the U.S. corporate tax rate, the revision of rules
governing foreign tax credits, and changes in the rules regarding the sourcing of income are expected to have an impact on our ability to utilize our
existing and future foreign tax credits, and as such, we have provided a partial valuation allowance on these tax assets. A full valuation allowance
was avoided primarily due to the decision to implement a prudent and feasible tax planning strategy to restructure business functions. However,
there can be no assurance that we will be able to implement such a plan. Changes in our estimates regarding our ability to utilize our foreign tax
credits could have a material impact on our tax provision, net income and cash flows.
There may be other material adverse effects resulting from the legislation that will become apparent as regulations are issued, and practice evolves
through interpretation and case law. While some of the changes made by the tax legislation may adversely affect the Company in one or more
reporting periods and prospectively, other changes may be beneficial. We continue to work with our tax advisors to determine the full impact that
the recent tax legislation as a whole will have on us.
We are subject to income and other taxes in the United States and numerous foreign jurisdictions. Our tax liabilities in the United States and abroad
are affected by the amounts we charge in intercompany transactions for inventory, services, licenses, funding and other items. We are subject to
ongoing tax audits in various jurisdictions. Tax authorities may disagree with our intercompany charges, cross-jurisdictional transfer pricing or
other matters, and may assess additional taxes as a result. We regularly assess the likely outcomes of these audits in order to determine the
appropriateness of our tax provision. However, there can be no assurance that we will accurately predict the outcomes of these audits, and the
amounts ultimately paid upon resolution of audits could be materially different from the amounts previously included in our income tax expense and
therefore could have a material impact on our tax provision, net income and cash flows.
We are subject to certain risks in our manufacturing and in the testing of our products.
As of September 27, 2019, we employed approximately 2,500 full-time employees worldwide, a large percentage of which work at our manufacturing
facilities. Our business involves complex manufacturing processes that can be inherently dangerous. Although we employ safety procedures in the
design and operation of our facilities, there is a risk that an accident or death could occur in one of our facilities. In addition, prior to the
introduction of new products, our employees test the products under rigorous conditions, which involve the risk of injury or death. Any accident
could result in manufacturing or product delays, which could negatively affect our business, financial condition or results of operations. The
outcome of litigation is difficult to assess or quantify and the cost to defend litigation can be significant. As a result, the costs to defend any action
or the potential liability resulting from any such accident or death or arising out of any other litigation, and any negative publicity associated
therewith, could have a negative effect on our business, financial condition or results of operations.
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We are subject to extensive United States federal and state, foreign and international safety, environmental, employment practices and other
government regulations that may require us to incur expenses or modify product offerings in order to maintain compliance with such
regulation, which could have a negative effect on our business and results of operations.
We are subject to extensive laws and regulations relating to safety, environmental, and other laws and regulations promulgated by the United
States federal and state governments, as well as foreign and international regulatory authorities. Although we believe that our products, policies
and processes comply with applicable safety, environmental, and other standards and related regulations, future regulations may require additional
safety standards that would require additional expenses and/or modification of product offerings in order to maintain such compliance. Failure to
comply with applicable regulations could result in fines, increased expenses to modify our products and harm to our reputation, all of which could
have an adverse effect on our business, financial condition or results of operations.
Moreover, certain of our customer contracts require us to comply with the standards of voluntary standard-setting organizations, such as the
CPSC, the NHTSA, and the European Committee for Standardization ("CEN"). Failure to comply with the voluntary requirements of such
organizations could result in the loss of certain customer contracts, which could have an adverse effect on our business, financial condition or
results of operations.
Unpredictability in the adoption, implementation and enforcement of increasingly stringent emission standards by multiple jurisdictions could
adversely affect our business.
Certain of our products are subject to extensive statutory and regulatory requirements governing emission and noise, including standards imposed
by the EPA, the EU, state regulatory agencies (such as the CARB) and other regulatory agencies around the world. We have made, and continue to
make, capital and research expenditures to ensure our certain of our products comply with these emission standards. Developing products to meet
numerous changing government regulatory requirements, with different implementation timelines and emission requirements, makes developing
products efficiently for multiple markets complicated and could result in additional costs that may be difficult to recover in certain markets. In some
cases, we may be required to develop new products to comply with new regulations, particularly those relating to air emissions. The successful
development and introduction of new and enhanced products in order to comply with new regulatory requirements are subject to other risks, such
as delays in product development, cost over-runs and unanticipated technical and manufacturing difficulties.
In addition to these risks, the nature and timing of government implementation and enforcement of increasingly stringent emission standards is
unpredictable. Any delays in implementation or enforcement could result in the products we developed or modified to comply with these standards
becoming unnecessary or becoming necessary later than expected, which in turn could delay, diminish or eliminate the expected return and may
adversely affect our business.
Increasing focus on environmental, social and governance responsibility may impose additional costs on us and expose us to new risks.
Regulators, stockholders and other interested constituencies have focused increasingly on the environmental, social and governance practices of
companies. Our customers may require us to implement environmental, social or governance responsibility procedures or standards before they will
continue to do business with us. Additionally, we may face reputational challenges in the event our environmental, social or governance
responsibility procedures or standards do not meet the standards set by certain constituencies. The occurrence of any of the foregoing could have
a material adverse effect on the price of our shares and our business, financial condition and results of operations.
Climate change and related regulatory responses may adversely impact our business.
There is increasing concern that a gradual increase in global average temperatures due to increased concentration of carbon dioxide and other
greenhouse gases in the atmosphere will cause significant changes in weather patterns around the globe and an increase in the frequency and
severity of natural disasters. Changes in weather patterns and an increased frequency, intensity and duration of extreme weather conditions could,
among other things, disrupt the operation of our supply chain, since our bike suspension manufacturing is entirely located in Taiwan, which is
prone to typhoons, increase our product costs and impact the types and amounts of products that consumers purchase, since the majority of our
products are used in outdoor recreation. As a result, the effects of climate change could have a long-term adverse impact on our business and
results of operations.
In many of the countries in which we operate, governmental bodies are increasingly enacting legislation and regulations in response to the
potential impacts of climate change. These laws and regulations, which may be mandatory, have the potential to impact our operations directly or
indirectly as a result of required compliance by our suppliers and us. In addition, we may choose to take voluntary steps to mitigate
our impact on climate change. As a result, we may experience increases in energy, production, transportation and raw material costs, capital
expenditures or insurance premiums and deductibles. Inconsistency of legislation and regulations among jurisdictions may also affect the costs of
compliance with such laws and regulations. Any assessment of the potential impact of future climate change legislation, regulations or industry
standards, as well as any international treaties and accords, is uncertain given the scope of potential regulatory change in the countries in which we
operate.
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We are subject to employment practice laws and regulations, and, as such, are exposed to litigation risks.
We are subject to extensive laws and regulations relating employment practices, including wage and hour, wrongful termination and discrimination.
Complying with such laws and regulations, and defending against allegations of our failure to comply (including meritless allegations), can be
expensive and time consuming. We believe that our policies and processes comply with applicable employment standards and related regulations,
however, we are subject to risks of litigation by employees and others which might involve allegations of illegal, unfair or inconsistent employment
practices, including wage and hour violations and employment discrimination, misclassification of independent contractors as employees, wrongful
termination and other concerns, which could require additional expenditures.
We are subject to environmental laws and regulation and potential exposure for environmental costs and liabilities.
Our operations, facilities and properties are subject to a variety of foreign, federal, state and local laws and regulations relating to health, safety and
the protection of the environment. These environmental laws and regulations include those relating to the use, generation, storage, handling,
transportation, treatment and disposal of solid and hazardous materials and wastes, emissions to air, discharges to waters and the investigation and
remediation of contamination. Many of these laws impose strict, retroactive, joint and several liability upon owners and operators of properties,
including with respect to environmental matters that occurred prior to the time the party became an owner or operator. In addition, we may have
liability with respect to third party sites to which we send waste for disposal. Failure to comply with such laws and regulations can result in
significant fines, penalties, costs, liabilities or restrictions on operations that could negatively affect our business, financial condition or results of
operations. From time to time, we have been involved in administrative or legal proceedings relating to environmental, health or safety matters and
have incurred expenditures relating to such matters in the past.
We believe that our operations are in substantial compliance with applicable environmental laws and regulations. However, additional
environmental issues relating to presently known or unknown matters could give rise to currently unanticipated investigation, assessment or
expenditures. Compliance with laws or regulations that are more stringent, as well as different interpretations of existing laws, more vigorous
enforcement by regulators or unanticipated events, could require additional expenditures that may materially affect our business, financial condition
or results of operations.
Federal, state, local, foreign and international laws and regulations relating to land-use, and noise and air pollution may have a negative
impact on our future sales and results of operations.
The products in our powered vehicles line are used in vehicles that are subject to numerous federal, state, local, foreign and international laws and
regulations relating to noise and air pollution. Powered vehicles, and even bikes, have become subject to laws and regulations prohibiting their use
on certain lands and trails. For example, in San Mateo County, California, mountain bikes are not allowed on county trails, and ATV and Side-bySide riding is not allowed in Zion National Park, among many other national and state parks. In addition, recreational snowmobiling has been
restricted in some national parks and federal lands in Canada, the United States and other countries. If more of these laws and regulations are
passed and the users of our products lose convenient locations to ride their mountain bikes and powered vehicles, our sales could decrease and
our business, financial condition or results of operations could suffer.
Fuel shortages, or high prices for fuel, could have a negative effect on the use of powered vehicles that use our products.
Gasoline or diesel fuel is required for the operation of the powered vehicles that use our products. There can be no assurance that the supply of
these fuels will continue uninterrupted, that rationing will not be imposed or that the price of or tax on these petroleum products will not
significantly increase in the future. Future shortages of gasoline and diesel fuel and substantial increases in the price of fuel could have a material
adverse effect on our powered vehicle product category, which could have a negative effect on our business, financial condition or results of
operations.
We do not control our suppliers, OEMs, other customers or partners, or require them to comply with a formal code of conduct, and actions that
they might take could harm our reputation and sales.
We do not control our suppliers, OEMs, other customers or partners, or their labor, environmental or other practices. A violation of labor,
environmental, intellectual property or other laws by our suppliers, OEMs, other customers or partners, or a failure of these parties to follow
generally accepted ethical business practices, could create negative publicity and harm our reputation. In addition, we may be required to seek
alternative suppliers or partners if these violations or failures were to occur. We do not inspect or audit compliance of our suppliers, OEMs,
customers or partners with these laws or practices, and we do not require our suppliers, OEMs, customers or partners to comply with a formal code
of conduct. Any conduct or actions that our suppliers could take could reduce demand for our products, harm our ability to meet demand or harm
our reputation, brand image, business, financial condition or results of operations.
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We depend on a limited number of suppliers for our materials and component parts for some of our products, and the loss of any of these
suppliers or an increase in cost of raw materials could harm our business.
We depend on a limited number of suppliers for certain components. If our current suppliers, in particular the minority of those that are "singlesource" suppliers, are unable to timely fulfill orders, or if we are required to transition to other suppliers, we could experience significant production
delays or disruption to our business. We define a single-source supplier as a supplier from which we purchase all of a particular raw material or
input used in our manufacturing operations, although other suppliers are available from which to purchase the same raw material or input or an
equivalent substitute. We do not maintain long-term supply contracts with any of our suppliers and instead purchase these components on a
purchase order basis. As a result, we cannot force any supplier to sell us the necessary components we use in creating our products and we could
face significant supply disruptions should they refuse to do so. As the majority of our bike component manufacturing occurs in Taiwan, we could
experience difficulties locating qualified suppliers geographically located closer to these facilities. Furthermore, such suppliers could experience
difficulties in providing us with some or all of the materials we require, which could result in disruptions in our manufacturing operations. If we
experience difficulties with our suppliers or manufacturing delays caused by our suppliers, whether in connection with our manufacturing
operations in the United States or in Taiwan, our business, financial condition or results of operations could be materially and adversely impacted.
We also purchase various raw materials in order to manufacture our products. The main commodity items purchased for production include
aluminum, magnesium, steel and carbon. Historically, price fluctuations for these components and raw materials have not had a material impact on
our business. In the future, however, if we experience material increases in the price of components or raw materials and are unable to pass on those
increases to our customers, or there are shortages in the availability of such component parts or raw materials, it could negatively affect our
business, financial condition or results of operations.
In addition to our various single-source suppliers, we also rely on one "sole-source" supplier, Miyaki Corporation, or Miyaki. We define a solesource supplier as a supplier of a raw material or input for which there is no other supplier of the same product or an equivalent substitute. Miyaki is
the exclusive producer of the Kashima coating for our suspension component tubes. As part of our agreement with Miyaki, we have been granted
the exclusive right to use the trademark "KASHIMACOAT" on products comprising the aluminum finished parts for suspension components (e.g.,
tubes) and on related sales and marketing material worldwide, subject to certain exclusions. Although we believe we could obtain other coatings of
comparable utility from other sources if necessary, we could no longer obtain this specific Kashima coating or use the trademark
"KASHIMACOAT" if Miyaki were to stop supplying us with this coating. The need to replace the Kashima coating could temporarily disrupt our
business and harm our business, financial condition or results of operations.
Regulations related to conflict minerals may force us to continue to incur additional expenses and otherwise adversely impact our business.
The SEC rules regarding disclosure of the use of tin, tantalum, tungsten and gold, known as conflict minerals, in products manufactured by public
companies require ongoing due diligence to determine whether such minerals originated from the Democratic Republic of Congo ("DRC"), or an
adjoining country and whether such minerals helped finance the armed conflict in the DRC. As a public company, we are required to comply with
the reporting obligations annually. There are costs associated with complying with these disclosure requirements, including costs to determine the
origin of conflict minerals in our products. The effect of such rules on customer, supplier and/or consumer behavior could adversely affect the
sourcing, supply and pricing of materials used in our products. As a result, we may also incur costs with respect to potential changes to products,
processes or sources of supply. We may face disqualification as a supplier for customers and reputational challenges if our due diligence
procedures do not enable us to verify the origins for all conflict minerals used in our products or to determine if such conflict minerals are conflictfree. Accordingly, these rules could have a material adverse effect on our business, results of operations or financial condition.
The transition of all of the manufacturing of our bike suspension component products to our facility in Taiwan may negatively impact our
brand image and consumer loyalty, which in turn could have a material adverse impact on our business and results of operations.
During 2017, we completed the process of moving all of the manufacturing of our bike suspension component products to our facility in Taichung,
Taiwan. In connection with this move, we are utilizing, and expect to continue to utilize, suppliers who are located closer to our facility in Taichung,
Taiwan for a number of materials and components. With the transition of our entire bike suspension component manufacturing to Taichung,
Taiwan, we have converted the Watsonville manufacturing facility to be a powered vehicle suspension products manufacturing location
exclusively. No assurances can be given that consumers will not be adversely influenced by the fact that such products will no longer be
manufactured in the United States or that consumers and OEM customers may not otherwise perceive that the quality of our products is lowered as
a result of the fact that the majority are manufactured overseas. Such perceptions could adversely affect our business, financial condition or results
of operations.
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We may incur higher employee costs in the future.
We are subject to government-mandated wage and benefit laws and regulations in many varying countries and jurisdictions. For example, the State
of California, where a substantial number of our employees are located, has passed legislation designed to raise the statewide minimum wage
gradually until it reaches $15.00 per hour in 2022. Under the California law, signed on April 4, 2016, the minimum wage increased to $11.00 per hour
effective January 1, 2018, and will gradually increase each calendar year through January 1, 2022, when it will reach $15.00 per hour. As we expand
internationally, we are also subject to applicable laws in each such jurisdiction. Increases in the mandated wage in any or all of the jurisdictions in
which we operate could subject us to increased costs, thereby impacting our business, financial condition, or results of operations.
We maintain a self-insured healthcare plan for our employees based in the United States. We have insurance coverage in place for individual claims
above a specified amount in any year. Inflation in healthcare costs, as well as additional costs we may incur as a result of current or future federal or
state healthcare legislation and regulations, could significantly increase our employee healthcare costs in the future. Continued increases in our
employee costs could adversely affect our earnings, financial condition and liquidity.
We rely on increasingly complex information systems for management of our manufacturing, distribution, sales and other functions. If our
information systems fail to perform these functions adequately or if we experience an interruption in our operations, our business could suffer.
All of our major operations, including manufacturing, distribution, sales and accounting, are dependent upon our complex information systems. Our
information systems are vulnerable to damage or interruption from, among other things:
•

earthquake, fire, flood, hurricane and other natural disasters;

•

power loss, computer systems failure, internet and telecommunications or data network failure; and

•

hackers, computer viruses, software bugs or glitches.

Any damage or significant disruption in the operation of such systems or the failure of our information systems to perform as expected could
disrupt our operations, reduce our efficiency, delay our fulfillment of customer orders or require significant unanticipated expenditures to correct,
and thereby have a negative effect on our business, financial condition or results of operations.
In May 2015, we began the process of implementing a global enterprise resource planning system ("ERP"). The pilot phase of the new ERP was
completed in fiscal year 2016 and a second phase was completed in May 2018. Remaining operations will be phased in over the next few fiscal years.
ERP implementations are complex and time consuming projects that involve substantial expenditures on system software and implementation
activities. ERP implementations also require transformation of business and financial processes in order to reap the benefits of the ERP system. Any
such transformation involves risks inherent in the conversion to a new computer system, including loss of information and potential disruption to
our normal operations. Our business and results of operations may be adversely affected if we experience operating problems or cost overruns
during the ERP implementation process, or if the ERP system and the associated process changes do not give rise to the benefits that we expect.
Additionally, if we do not effectively implement the ERP system as planned or the system does not operate as intended, the effectiveness of our
internal control over financial reporting could be adversely affected.
We could be negatively impacted by cybersecurity attacks.
We use a variety of information technology systems in the ordinary course of business, which are potentially vulnerable to unauthorized access,
computer viruses and cyber-attacks, including cyber-attacks to our information technology infrastructure and attempts by others to gain access to
our propriety or sensitive information, and ranging from individual attempts to advanced persistent threats. The procedures and controls we use to
monitor these threats and mitigate our exposure may not be sufficient to prevent cybersecurity incidents. The results of these incidents could
include misstated financial data, theft of trade secrets or other intellectual property, liability for disclosure of confidential customer, supplier or
employee information, increased costs arising from the implementation of additional security protective measures, litigation and reputational
damage, which could materially adversely affect our financial condition, business or results of operations. Any remedial costs or other liabilities
related to cybersecurity incidents may not be fully insured or indemnified by other means.
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Additionally, security breaches could result in a violation of applicable U.S. and international privacy and other laws and subject us to
governmental investigations and proceedings, which could result in our exposure to material civil or criminal liability. For example, the European
Union adopted a new regulation that became effective in May 2018, called the General Data Protection Regulation (“GDPR”). GDPR requires
companies to meet new requirements regarding the handling of personal data, including its use, protection and the ability of persons whose data is
stored to correct or delete such data about themselves. Similarly, the California Consumer Privacy Act (“CCPA”) imposes additional obligations on
businesses to make new disclosures about data collection, use, and sharing practices and afford consumers new rights with respect to their data. It
also provides a new cause of action for data breaches. As currently enacted, the CCPA takes effect on January 1, 2020. Failure to meet GDPR and
CCPA requirements could result in financial penalties.
Our vendors’ and commercial partners’ information technology systems may fail or suffer security breaches, which could result in a material
disruption of our operations.
Despite the implementation of security measures, the information technology systems of our vendors or commercial partners are vulnerable to
damage from computer viruses, unauthorized access, natural disasters, and electrical failures. Such events could cause disruptions in our
operations. To the extent that any disruption or security breach were to result in a loss of, or damage to, our data, or inappropriate disclosure of
confidential or propriety information, we could be subject to litigation and reputational harm, which could materially adversely affect our financial
condition, business or results of operations.
We retain certain personal information about individuals and may be subject to various privacy and consumer protection laws.
We collect information about individuals through our website, and via telephone and email. Certain individuals may object to the processing of this
data, which may negatively impact our ability to provide effective customer service or otherwise impact our operations. Collection and use of
personal information in conducting our business may be subject to federal and/or state laws and regulations in the United States and foreign
jurisdictions including, in particular, various jurisdictions in Europe, and such laws and regulations may restrict our processing of such personal
information and may hinder our ability to attract new customers or market to existing customers. We may incur significant expenses to comply with
privacy, consumer protection, and security standards and protocols imposed by law, regulation, industry standards or contractual obligations.
Our vendors and any potential commercial partners may engage in misconduct or other improper activities, including non-compliance with
regulatory standards and requirements.
Our vendors and any potential commercial partners expose us to the risk of fraud or other misconduct. Misconduct by these parties could include
intentional, reckless, and/or negligent conduct or disclosure of unauthorized activities to us that violate federal and state data privacy, security, and
consumer protection laws and regulations in the United States and abroad. Such misconduct could result in regulatory sanctions and cause serious
harm to our reputation.
Our operations may be impaired if our information technology systems fail to perform adequately or if they are the subject of a data breach or
cyber-attack.
Information technology systems are critically important to operating our business. We rely on information technology systems to manage business
data, communications, supply chain, order entry and fulfillment, and other business processes. The failure of any of the information technology
systems to perform as anticipated could disrupt our business and could result in transaction errors, processing inefficiencies and the loss of sales
and customers, which could materially adversely affect our business, financial condition, or results of operations.
We have grown and may continue to grow in the future through acquisitions. Growth by acquisitions involves risks and we may not be able to
effectively integrate businesses we acquire or we may not be able to identify or consummate any future acquisitions on favorable terms, or at
all.
We intend to selectively evaluate additional acquisitions in the future. Any acquisitions that we might make are subject to various risks and
uncertainties and could have a negative impact on our business, financial condition or results of operations. These risks include the inability to
integrate effectively the operations, products, technologies and personnel of the acquired companies (some of which may be spread out in different
geographic regions), the inability to achieve anticipated cost savings or operating synergies, the earn-outs we may contractually obligate ourselves
to pay, and the risk we may not be able to effectively manage our operations at an increased scale of operations resulting from such acquisitions. In
the event we do complete acquisitions in the future, such acquisitions could affect our cash flows and net income as we expend funds, increase
indebtedness and incur additional expenses in connection with pursuing acquisitions. We may also issue shares of our common stock or other
securities from time to time as consideration for future acquisitions and investments. We may not be able to identify or consummate any future
acquisitions on favorable terms, or at all.
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Our operating results are subject to quarterly variations in our sales, which could make our operating results difficult to predict and could
adversely affect the price of our common stock.
We have experienced, and expect to continue to experience, substantial quarterly variations in our sales and net income. Our quarterly results of
operations fluctuate, in some cases significantly, as a result of a variety of other factors, including, among other things:
•

the timing of new product releases or other significant announcements by us or our competitors;

•

new advertising initiatives;

•

fluctuations in raw materials and component costs; and

•

changes in our practices with respect to building inventory.

As a result of these quarterly fluctuations, comparisons of our operating results between different quarters within a single year are not necessarily
meaningful and may not be accurate indicators of our future performance. Any future quarterly fluctuations that we report may differ from the
expectations of market analysts and investors, which could cause the price of our common stock to fluctuate significantly. We also believe that the
seasonal nature of our business may have been overshadowed throughout the past few years due to the rapid growth in sales we have experienced
during those periods.
Our beliefs regarding the future growth of the performance-defining product market are supported by qualitative data and limited sources and
may not be reliable. A reduction or lack of continued growth in the popularity of high-end bikes, bikes or powered vehicles or in the number of
consumers who are willing to pay premium prices for well-designed, performance-oriented equipment in the markets in which we sell our
products could adversely affect our product sales and profits, financial condition or results of operations.
We generate virtually all of our revenues from sales of performance-defining products. Our beliefs regarding the outlook of the performancedefining product market come from qualitative data and limited sources, which may not be reliable. If our beliefs regarding the opportunities in the
market for our products are incorrect or the number of consumers who we believe are willing to pay premium prices for well-designed, performanceoriented equipment in the markets in which we sell our products does not increase, or declines, we may fail to achieve future growth and our
business, financial condition or results of operations could be negatively affected.
Failure of our internal control over financial reporting could adversely affect our business and financial results.
Our management is responsible for establishing and maintaining effective internal control over financial reporting under Section 404 of the
Sarbanes-Oxley Act of 2002, as amended (the "Sarbanes-Oxley Act"). Internal control over financial reporting is a process to provide reasonable
assurance regarding the reliability of financial reporting for external purposes in accordance with GAAP. Because of its inherent limitations, internal
control over financial reporting is not intended to provide absolute assurance that we would prevent or detect a misstatement of our financial
statements or fraud. Any failure to maintain an effective system of internal control over financial reporting could limit our ability to report our
financial results accurately and timely or to detect and prevent fraud. The identification of a material weakness could indicate a lack of controls
adequate to generate accurate financial statements that, in turn, could cause a loss of investor confidence and decline in the market price of our
common stock. We cannot assure you that we will be able to timely remediate any material weaknesses that may be identified in future periods or
maintain all of the controls necessary for continued compliance. Likewise, we cannot assure you that we will be able to retain sufficient skilled
finance and accounting personnel, especially in light of the increased demand for such personnel among publicly traded companies.
Risks related to ownership of our common stock
The trading price of our common stock may be volatile, and you might not be able to sell your shares at or above the price you pay for the
shares.
The trading price of our common stock could be volatile, and you could lose all or part of your investment in our common stock. Since our IPO in
2013, our stock price has fluctuated between $86.91 and $13.35 per share and such volatility may continue in the future. Factors affecting the trading
price of our common stock could include:
•

variations in our operating results or those of our competitors;

•

new product or other significant announcements by us or our competitors;

•

changes in our product mix;

•

changes in consumer preferences;

•

fluctuations in currency exchange rates;
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•

the gain or loss of significant customers;

•

recruitment or departure of key personnel;

•

changes in the estimates of our operating results or changes in recommendations by any securities analysts that elect to follow our
common stock;

•

changes in general economic conditions as well as conditions affecting our industry in particular; and

•

sales of our common stock by us, our significant stockholders or our directors or executive officers.

In addition, in recent years, the stock market has experienced significant price fluctuations. Fluctuations in the stock market generally or with
respect to companies in our industry could cause the trading price of our common stock to fluctuate for reasons unrelated to our business,
operating results or financial condition. Further, some companies that have had volatile market prices for their securities have had securities class
actions filed against them. A lawsuit filed against us, regardless of its merits or outcome, could cause us to incur substantial costs and could divert
management’s attention.
Future issuances and sales of our shares, or the perception that such sales may occur, could cause our stock price to decline.
The issuance of additional shares of our common stock could dilute the ownership interest of our common stockholders and could depress the
market price of shares of our common stock.
Our Amended and Restated Certificate of Incorporation authorizes us to issue 90,000,000 shares of common stock, 38,524,318 of which shares were
outstanding as of September 27, 2019. In the future, we may issue additional shares of common stock or other equity or debt securities convertible
into common stock in connection with financings, acquisitions, registration statements or otherwise.
After our IPO in 2013, we filed a registration statement under the Securities Act to register shares of our common stock that we may issue under our
equity plans. As a result, all such shares can be freely sold in the public market upon issuance, subject to any vesting or contractual lock-up
agreements.
We also have a number of institutional stockholders that own significant blocks of our common stock. If one or more of these stockholders were to
sell large portions of their holdings in a relatively short time, for liquidity or other reasons, the prevailing price of shares of our common stock could
be negatively affected.
If securities or industry analysts do not publish research or publish unfavorable research about our business, our stock price and trading
volume could decline.
The trading market for our common stock depends in part on the research and reports that securities or industry analysts publish about our
business or us. If one or more of the analysts who covers us downgrades our stock or publishes unfavorable research about our business or our
industry, our stock price would likely decline. If one or more of these analysts ceases coverage of our Company or fails to publish reports on us
regularly, demand for our stock could decrease, which could cause our stock price and trading volume to decline.
Anti-takeover provisions in our charter documents and Delaware law could discourage, delay or prevent a change in control of our Company.
Our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws (together, our "Charter Documents"), as well as
Delaware law, contain provisions that may discourage, delay or prevent a change in our management or control over us that stockholders may
consider favorable. Among other things, these provisions:
•

authorize the issuance of "blank check" preferred stock that could be issued by our Board of Directors to discourage a takeover attempt;

•

establish a classified Board of Directors, as a result of which the successors to the directors whose terms have expired will be elected to
serve from the time of election and qualification until the third annual meeting following their election;

•

require that directors be removed from office only for cause;

•

provide that vacancies on our Board of Directors, including newly created directorships, may be filled only by a majority vote of directors
then in office;

•

provide that no action be taken by stockholders by written consent;

•

provide that special meetings of our stockholders may be called only by our Board of Directors, our Chairperson of the Board of Directors,
our Lead Director (if we do not have a Chairperson or the Chairperson is disabled), our Chief Executive Officer or our President (in the
absence of a Chief Executive Officer);
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•

require supermajority stockholder voting for our stockholders to effect certain amendments to our Charter Documents; and

•

establish advance notice requirements for nominations for elections to our Board of Directors or for proposing other matters that can be
acted upon by stockholders at stockholder meetings.

In addition, we are subject to Section 203 of the General Corporation Law of the State of Delaware ("DGCL"), which generally prohibits a Delaware
corporation from engaging in any broad range of business combinations with a stockholder owning 15% or more of such corporation’s outstanding
voting stock for a period of three years following the date on which such stockholder became an "interested" stockholder. In order for us to
consummate a business combination with an interested stockholder within three years of the date on which the stockholder became interested,
either: (i) the business combination or the transaction that resulted in the stockholder becoming interested must be approved by our Board of
Directors prior to the date the stockholder became interested; (ii) the interested stockholder must own at least 85% of our outstanding voting stock
at the time the transaction commences (excluding voting stock owned by directors who are also officers and certain employee stock plans); or
(iii) the business combination must be approved by our Board of Directors and authorized by at least two-thirds of our stockholders (excluding the
interested stockholder) at a special or annual meeting (not by written consent). This provision could have the effect of delaying or preventing a
change in control, whether or not it is desired by or beneficial to our stockholders. Any delay or prevention of a change in control transaction or
changes in our Board of Directors and management could deter potential acquirers or prevent the completion of a transaction in which our
stockholders could receive a substantial premium over the then-current market price for their shares of our common stock.
Our Amended and Restated Certificate of Incorporation designates the Court of Chancery of the State of Delaware as the sole and exclusive
forum for certain types of actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’ ability to
obtain a favorable judicial forum for disputes with us or our directors, officers or other employees.
Our Amended and Restated Certificate of Incorporation provides that, with certain limited exceptions, unless we consent in writing to the selection
of an alternative forum, the Court of Chancery of the State of Delaware will be the sole and exclusive forum for: (i) any derivative action or
proceeding brought on our behalf; (ii) any action asserting a claim of breach of fiduciary duty owed by any director, officer or other employee of our
Company owed to us or our stockholders; (iii) any action asserting a claim against us arising pursuant to any provision of the DGCL or our Charter
Documents; (iv) any action to interpret, apply, enforce or determine the validity of our Charter Documents; or (v) any action asserting a claim
governed by the internal affairs doctrine. Any person or entity purchasing or otherwise acquiring any interest in shares of our capital stock is
deemed to have received notice of and consented to the foregoing provisions. This choice of forum provision may limit a stockholder’s ability to
bring a claim in a judicial forum that it finds favorable for disputes with us or our directors, officers or other employees, which may discourage such
lawsuits against us and our directors, officers and employees. Alternatively, if a court were to find this choice of forum provision inapplicable to, or
unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur additional costs associated with resolving
such matters in other jurisdictions, which could adversely affect our business, financial condition or results of operations.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Issuer Purchases of Equity Securities
The following table contains the details related to the repurchase of common stock based on the date of trade during the quarter ended
September 27, 2019:

Period
6/29 - 8/2
8/3 - 8/30

Total Number of Shares
Purchased (1)

Weighted Average Price Paid per
Share

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

8/31 - 9/27

40,075
3,808
225

$
$
$

83.02
75.47
66.59

—
—
—

Total

44,108

$

82.28

—

(1) Shares acquired from holders of restricted stock unit awards to satisfy tax withholding obligations.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS
Incorporated by Reference
Exhibit
Number

Filed
Herewith

Exhibit Description

Form

File No.

Filing Date

3.1

Amended and Restated Certificate of Incorporation

10-Q

001-36040

September 19, 2013

3.2

Amended and Restated Bylaws

10-Q

001-36040

September 19, 2013

10.1†

Transition Services, Separation and Release Agreement, effective October 2, 2019,
by and between Fox Factory Holding Company and Zvi Glasman

8-K

001-36040

October 10, 2019

31.1

Certification of Principal Executive Officer pursuant to Rule 13a-14(a) and 15d-14
(a) of the Securities Exchange Act of 1934, as amended, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002, as amended

X

31.2

Certification of Principal Financial Officer pursuant to Rule 13a-14(a) and 15d-14
(a) of the Securities Exchange Act of 1934, as amended, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002, as amended

X

32.1*

Certification of Principal Executive Officer and Principal Financial Officer
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, as amended

X

101.INS

Inline XBRL Instance Document - the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.

X

101.SCH

Inline XBRL Taxonomy Extension Schema Document

X

101.CAL

Inline XBRL Taxonomy Extension Calculation Linkbase Document

X

101.DEF

Inline XBRL Taxonomy Extension Definition Linkbase Document

X

101.LAB

Inline XBRL Taxonomy Extension Label Linkbase Document

X

101.PRE

Inline XBRL Taxonomy Extension Presentation Linkbase Document

X

104

Cover page formatted as Inline XBRL and contained in Exhibit 101

†

Management contract or compensatory plan.

*

In accordance with Item 601(b)(32)(ii) of Regulation S-K and SEC Release No. 34-47986, the certifications furnished in Exhibit 32.1 hereto are deemed to
accompany this Form 10-Q and will not be deemed “filed” for purposes of Section 18 of the Exchange Act. Such certifications will not be deemed to be
incorporated by reference into any filing under the Securities Act or the Exchange Act.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

FOX FACTORY HOLDING CORP.
By:
October 30, 2019

/s/ Zvi Glasman
Zvi Glasman, Chief Financial Officer and Treasurer
(Principal Financial and Accounting Officer)
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Section 2: EX-31.1 (EXHIBIT 31.1)
EXHIBIT 31.1

CERTIFICATION OF DISCLOSURE IN FOX FACTORY HOLDING CORP'S
QUARTERLY REPORT FILED ON FORM 10-Q
I, Michael C. Dennison, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Fox Factory Holding Corp.:

2.

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

3.

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

4.

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

5.

a)

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

b)

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

c)

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

d)

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

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

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and
b)

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

October 30, 2019
/s/ Michael C. Dennison
Michael C. Dennison
Chief Executive Officer
(Principal Executive Officer)

(Back To Top)

Section 3: EX-31.2 (EXHIBIT 31.2)
EXHIBIT 31.2
CERTIFICATION OF DISCLOSURE IN FOX FACTORY HOLDING CORP'S
QUARTERLY REPORT FILED ON FORM 10-Q

I, Zvi Glasman, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Fox Factory Holding Corp.:

2.

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

3.

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

4.

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

5.

a)

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

b)

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

c)

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

d)

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

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

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

b)

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

October 30, 2019
/s/ Zvi Glasman
Zvi Glasman
Chief Financial Officer and Treasurer
(Principal Financial Officer and Treasurer)
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Section 4: EX-32.1 (EXHIBIT 32.1)
EXHIBIT 32.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
The undersigned hereby certify, pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, and in
accordance with 18 U.S.C. 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in their capacities as officers of Fox Factory
Holding Corp. (the “Company”), that, to their knowledge, the Quarterly Report on Form 10-Q of the Company for the quarter ended September 27,
2019 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, and that the information
contained in such report fairly presents, in all material respects, the financial condition and results of operations of the Company as of the dates and
for the periods presented in the financial statements included in such report.

October 30, 2019
/s/ Michael C. Dennison
Michael C. Dennison
Chief Executive Officer
(Principal Executive Officer)
/s/ Zvi Glasman
Zvi Glasman
Chief Financial Officer and Treasurer
(Principal Financial Officer and Treasurer)

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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