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FORWARD-LOOKING INFORMATION

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

Statements in this Form 10-K (or otherwise made by us or on our behalf) contain various forward-looking statements within the meaning of

Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as

amended, or the Exchange Act, which represent our management s beliefs and assumptions concerning future events. When used in this

document and in documents incorporated by reference, forward-looking statements include, without limitation, statements regarding financial

forecasts or projections, and our expectations, beliefs, intentions or future strategies that are signified by the words expects,  anticipates, intends,
believes, plans, or similar language. These forward-looking statements are subject to risks, uncertainties and assumptions that could cause our

actual results and the timing of certain events to differ materially from those expressed in the forward-looking statements. It is routine for our

internal projections and expectations to change as the year or each quarter in the year progresses, and therefore it should be clearly understood

that the internal projections, beliefs and assumptions on which we base our expectations may change prior to the end of each quarter or year.

Although these expectations may change, we may not inform you if they do.

You should understand that many important factors, in addition to those discussed or incorporated by reference in this report, could cause our
results to differ materially from those expressed in the forward-looking statements. Potential factors that could affect our results include, in
addition to others not described in this report, those described in Item 1A Risk Factors of this report. In light of these risks and uncertainties, the
forward-looking events discussed in this report might not occur.

PART1
ITEM 1. Business
Overview

We are a rapidly growing designer, manufacturer and marketer of footwear for men, women and children under the Crocs brand. All of our
footwear products incorporate our proprietary closed-cell resin material, which we believe represents a substantial innovation in footwear
comfort and functionality. Our proprietary closed-cell resin, which we refer to as croslite, enables us to produce a soft and lightweight,
non-marking, slip- and odor-resistant shoe. These unique properties make our footwear ideal for casual wear, as well as for recreational uses

such as boating, hiking, fishing or gardening, and have enabled us to successfully market our products to a broad range of consumers. We have
combined the unique properties of croslite with fun colors and innovative designs to provide a new level of comfort, functionality and style in

the casual lifestyle footwear category at attractive retail price points ranging from $19.99 to $59.99. In 2007, we acquired substantially all of the
assets of Ocean Minded, LLC ( Ocean Minded ), a leading designer and manufacture of high quality leather and EVA (Ethylene Vinyl Acetate)
based sandals. In addition to our footwear products, we recently acquired Jibbitz LLC ( Jibbitz ) a unique accessory brand with colorful snap-on
products specifically suited for Crocs shoes. We also recently acquired 55 Hockey Products Inc., which operates under the brand name Fury
Hockey ( Fury ), a producer and distributor of hockey and lacrosse equipment for adults and children and EXO Italia ( EXO ), an Italian designer
and producer of EVA based finished products, primarily for the footwear industry. We also use croslite to manufacture non-branded products
that we sell to original equipment manufacturers. We have also introduced several Crocs-branded apparel and accessory items that complement
the fun styling, colors, and image of our footwear and that we believe will appeal to a similar demographic base.
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Our History

We were organized as a limited liability company in 1999, and began marketing and distributing footwear products in the U.S. under the Crocs
brand in November 2002, shortly after completing the modification and improvement of a shoe produced by Foam Creations Inc. ( Foam
Creations ), formerly known as Finproject N.A., Inc. The unique characteristics of croslite developed by Foam Creations enabled us to offer
consumers an innovative shoe unlike any other footwear model then available. Initially, we targeted our products to water sports enthusiasts, but
the comfort and functionality of our products appealed to a more diverse group of consumers who used our footwear in a wide range of
activities. To capitalize on the broad appeal of our footwear, we expanded our sales infrastructure, strengthened our senior management team,
and developed relationships with a range of retailers in the U.S. through 2003 and 2004. In June 2004, we acquired Foam Creations, including its
manufacturing operations, product lines, and rights to the trade secrets for croslite. We converted to a Colorado corporation in January 2005 and
reincorporated in Delaware in June 2005.

Since June 2004, we have significantly expanded all aspects of our operations in order to take advantage of what we believe to be an attractive
market opportunity. We have substantially increased the depth and breadth of our distribution and currently sell our products in over 11,000
domestic store locations and in over 80 countries worldwide. Additionally, we have expanded our product line to include more than 25 models in
a wide variety of colors, color combinations, and patterns.

In December 2006, we acquired Jibbitz, a company that specializes in accessories for Crocs footwear. Jibbitz now features over 900 different
stock keeping units, or SKUs, being sold through 4,000 retail accounts in the U.S., Canada, Asia, and Europe. In October 2006, we acquired
Fury, which produces and distributes hockey and lacrosse equipment for adults and children and EXO, which designs and produces EVA based
finished products.

In February 2007, we acquired Ocean Minded, a designer and manufacture of high quality leather and EVA (Ethylene Vinyl Acetate) based
sandals primarily for the beach, adventure and action sports market. Ocean Minded utilizes recycled and recyclable materials whenever possible
and is well known in the action sports industry as a leading advocate for environmental awareness and responsibility.

Product Overview

Our primary product line is Crocs-branded footwear for men, women and children, which we first introduced in 2002 with a single model in six
colors. We have since expanded our line of footwear to include more than 25 models in a wide variety of colors, color combinations and patterns
and a range of sizes, representing over 5,800 SKUs and we intend to continue diversifying our footwear portfolio with new model introductions.
In addition to our footwear products, we market a line of Crocs-branded apparel and accessory items that are intended to increase awareness of
our brand and our products and have added Jibbitz accessories to our product line, which are specifically suited to snap on to Crocs shoes. To
further diversify our product line we added Fury, which produces and distributes hockey and lacrosse equipment, which will be manufactured
with croslite beginning in 2007. We also selectively use croslite to manufacture a variety of other non-branded products, such as spa pillows and
kayak seats, which are marketed to original equipment manufacturers.

Footwear

A key differentiating feature of our footwear products is croslite, which is uniquely suited for comfort and functionality. We have carefully
formulated croslite to be of a density that creates a comfortable shoe with a high coefficient of friction, allowing for slip-resistant, non-marking
footwear that is extremely lightweight. For example, our size large Beach model weighs approximately six ounces, which is significantly lighter
than more traditional casual footwear products. Croslite softens as it warms to better
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conform to the wearer s feet. Croslite is a closed cell resin, which makes them water resistant and virtually odor-free, and allows them to be
cleaned simply with water or bleach.

We have combined the unique properties of croslite with designs that are intended to be functional across a broad range of activities. As a result,
we believe our products appeal to a wide range of consumers. We introduced Crocs as a footwear brand in the U.S. with the launch of our Beach
model in 2002. Based on our initial success, we made refinements to the Beach model and introduced a second generation of footwear that
incorporated a broader range of sizing, provided different levels of ventilation for various climates, and offered slightly different styling. We
have further broadened our footwear line into new product categories, such as the Athens, a flip-flop with a soft footbed; the Scutes, an open toe
sport slide; the Off Road, an evolution of our Beach model with a rugged sole for added traction; the Islander, a deck shoe integrating a base
made from croslite with a stitched leather upper, and the Mary Jane, our version of the classic woman s shoe. We also introduced several other
new models in 2006. Additionally, we introduced three footwear models marketed under our Crocs Rx line. These models are designed for
consumers who require specialized footwear that provides relief from certain medical conditions.

We entered into an arrangement with Disney in June 2006 under which we introduced a limited edition line of footwear and Jibbtiz charms
featuring some of Disney s most popular characters. This new Disney by Crocs line is targeted towards children and adults, and debuted with
special-edition Mickey Mouse die-cut adult Beach and children s Cayman models. These styles are available in a broad range of two-toned color
combinations, including Mickey Mouse s signature black and red. Other models scheduled to be introduced include an array of unique designs
emphasizing the distinctive personalities of Disney s characters including Mickey and Friends, Winnie the Pooh and Friends, Disney Princesses,
Disney Fairies, as well as Pirates of the Caribbean and Disney*Pixar s Toy Story and Cars. We have entered into licensing agreements to market
a line of shoes and Jibbitz charms featuring the names and logos of various universities and colleges. These shoes feature the school colors and
are sold on college campuses and through our sales and distribution network. In addition, we have entered into sponsorship and marketing
agreements with various colleges and universities, which allow us to advertise in their arenas and stadiums and sell our products on campus and
at sporting events.

We currently sell our shoes in an assortment of colors, styles, and sizes to provide consumers and retailers a wide variety of options at suggested
retail prices ranging from $19.99 to $59.99. We have designed our shoes to offer a number of beneficial structural features to provide maximum
comfort and functionality, such as Italian-designed orthotic heels, built-in arch supports and tarsal bars. We also offer models that are based on
either general shoe sizing ranging from XXS through 4XL, or specific shoe sizing ranging from children s 6-7 through men s 13. This allows
retailers to offer a complete range of sizes or carry a more limited number of SKUs, enabling them to tailor their offerings to their particular
clientele and more efficiently allocate limited floor space.

As part of our strategy of expanding into new footwear categories, we are continually designing new footwear using our in-house design team as
well as recognized footwear design experts. As part of this strategy, we acquired EXO in 2006,which expanded the capabilities of our in-house
design team.

Footwear sales made up 96.5%, 94.4%, and 80.7% of total revenues for the years ended December 31, 2006, 2005, and 2004, respectively.

Apparel and Accessories

We have introduced several Crocs-branded accessory items that complement the fun styling, colors, and image of our footwear and that we
believe will appeal to a similar demographic base. We also intend to develop additional Crocs accessories for certain targeted markets. For
example, we have developed a line of lightweight, colorful kneepads made from croslite, which we are marketing to gardening retailers
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and hardware stores. Our strategy is to develop accessory items that benefit from our unique material and complement the market positioning of
our Crocs footwear.

As part of our strategy to increase awareness of our brand, we have also introduced a line of branded logo apparel which is complementary to
our footwear line and embodies the functional and fun aspects of the Crocs brand. These products include t-shirts, sweatshirts, hats, beanies, and
socks, most of which come in various colors and prominently feature the Crocs logo.

In December 2006, we acquired Jibbitz, a company that specializes in accessories for Crocs footwear. Jibbitz is a unique accessory brand with
colorful snap-on products specifically suited for Crocs shoes. As of December 31, 2006, more than 900 Jibbitz SKUs were available to
consumers for personalizing and customizing their Crocs footwear.

Other Products

Croslite is well suited to a number of other applications and, in many cases, is superior to materials currently used in such applications. Foam
Creations, our wholly owned subsidiary, manufactures spa pillows for the home spa market, seats and pads for use in kayaks and canoes, and
scuba diving fins as croslite is highly functional for other water sports products. In addition, Fury produces and distributes hockey and lacrosse
equipment, which will be manufactured with croslite beginning in 2007. These products employ croslite, but we do not market them under the
Crocs brand name.

Sales and Distribution

Financial information regarding our revenues, profits, total assets, and geographic operations appears in note 20 of our consolidated financial
statements.

Domestic Sales

In the U.S., we sell our products through over 11,000 domestic retail store locations representing over 4,500 customer accounts. Our footwear is
currently sold through traditional retail channels, including specialty footwear stores such as Brown s Shoe Fit and Journeys, sporting goods and
outdoor retailers such as The Sports Authority, Dick s Sporting Goods, REI, Bass Pro Shops, and West Marine, and department stores, including
Dillard s, Nordstrom, and Von Maur. No customer accounted for more than 10% of our revenues for the year ended December 31, 2006. Our
products are also sold through a variety of other specialty channels, including gift shops, bicycle retailers, specialty food retailers, health and
beauty stores, catalogs, uniform suppliers, and kiosks.

Our domestic accounts are primarily serviced through our internal sales force, who focus on selling the appropriate mix and quantity of our
products to our retail accounts. They ensure our products are displayed effectively at retail locations and educate our retailers about our Crocs
brand and the quality of our products. In late 2006, we began transitioning compensation of our internal sales representatives from a commission
basis to salary.

International Sales

Outside of the U.S., we sell our products through over 8,000 international retail store locations, including five company-operated retail stores.
Our strategy is to sell through a broad range of sporting goods and department stores, as well as through specialty retailers, similar to the retail
sales channels we have established in the U.S. We established a direct sales presence in most major foreign markets, rather than relying on
distributors, which we believe will improve our margins and allow us to better control our marketing and distribution. As of December 31, 2006,
we have established direct sales efforts in 37 countries including, Australia, Austria, the Caribbean, France, Germany, Hong Kong, Japan, the
Netherlands, Singapore, and the United Kingdom.
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We also use distributors in select foreign markets where we believe such arrangements are preferable to direct sales. In markets where we use
third party distributors, these distributors purchase products pursuant to a price list and are granted the right to resell such products in a defined
territory, usually a country or group of countries. Our typical distribution agreements have terms of one to four years, are terminable on 60 days
notice prior to the end of the term or on six months prior notice at any time, and require our distributors to meet a minimum sales threshold. In
2006, all of our distributors exceeded their minimum sales thresholds.

Retail Sales

We are currently expanding our direct sales efforts to consumers. We believe that direct sales provide us with an opportunity to showcase our
entire line of footwear, apparel, and accessory offerings, and believe this strategy will serve as an important and effective means to enhance our
product and brand awareness. We also believe that our 2006 direct sales initiatives required low levels of capital investment while enabling us to
sell our products at retail, rather than wholesale prices, resulting in higher gross margins.

Retail Sites. As of December 31, 2006, we operated 83 retail kiosks located in malls and other high foot traffic areas.
With bright and colorful displays, efficient use of retail space, and limited initial capital investment, we believe that
kiosks are an effective outlet for marketing our products. Kiosks enable us to highlight a wide range of our products,
more effectively interact with potential consumers, and enhance our brand awareness among both consumers and local
retailers. We plan to continue to open and operate additional kiosk sites in select, high foot traffic locations.

Internet. 'We currently offer our products domestically and internationally through our website at www.crocs.com and
have our European website at www.crocs.eu. Our internet presence enables us to educate consumers about our
products and brand. As we expand our international marketing efforts, we intend to create local websites targeting
consumers in each major market.

Distribution and Logistics

In July 2005, we engaged Expeditors International of Washington, Inc. ( Expeditors ), a global supply chain management and logistics provider,
to operate our warehouse, distribution and fulfillment process for a significant portion of our domestic sales. Expeditors operates a distribution
center in Aurora, Colorado through which we distributed a substantial portion of our products in the U.S. We had the use of up to 320,000

square feet of the distribution center to accommodate fluctuations in our inventory. We did not have a long-term contract with Expeditors, and
the relationship was terminated in January 2007.

A substantial portion of our products were shipped to Expeditors distribution center in Aurora, Colorado during 2006. From there, Expeditors
packaged orders and generally shipped by package express or truck to our customers, depending on size of order, customer location, and
availability of inventory. Many of our large customers received shipments of footwear directly from the manufacturing facilities. We also
engaged Colorado Distribution Group, LLC to provide warehouse and inventory management, and distribution and fulfillment services.
Colorado Distribution has leased a 125,000 square foot distribution facility in Denver, Colorado to help perform these services.

In December 2006, we began operating a warehouse and order processing and customer order fullfillment facility in Aurora, Colorado, which
has enabled us to terminate our relationship with Expeditors in January 2007 reducing our reliance on third party distribution facilities. Our lease
agreement for the facility permits us to use up to 264,000 square feet for our distribution activities and we anticipate that most of our domestic
product fullfillment will be managed by this facility during 2007. We have additional company-operated warehouse and fulfillment operations in
Canada, China, Italy, Hawaii, Mexico, the Netherlands, New Zealand, Puerto Rico and Singapore, and are developing relationships with
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third parties in Australia and Japan to provide such services to us. We expanded our company-operated distribution facility in China and entered
into a rental arrangement for a 100,000 square foot facility. In addition, we have established a company-operated warehouse facility and
customer order facility in Niwot, Colorado, and we are currently processing our internet, accessories, and apparel orders from this facility.

Raw Materials

Our proprietary closed-cell resin, which we refer to as croslite, is the primary raw material used in all of our footwear, some of our accessories,
and non-branded products, including spa pillows, and seats and pads for kayaks and canoes. Croslite is also used in our Crocs-branded accessory
items, such as our kneepads and will be featured in Fury hockey equipment beginning in 2007. We have formulated croslite to offer a number of
unique properties that make our material suitable for a wide range of commercial uses including those mentioned above. Our material is soft and
durable and is of a density that provides a high coefficient of friction allowing our material to be slip-resistant and non-marking in addition to
being extremely lightweight. Additionally, the closed-cell nature of croslite makes it resistant to the bacteria and fungus that cause shoe and foot
odor. We continue to invest in research and development in order to refine our materials to enhance these properties as well as target the
development of new properties for specific applications.

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

We have historically contracted to have croslite compounded by a third party manufacturer in Italy. We began compounding croslite ourselves in
2006 at our manufacturing facilities in Canada and China. We have also engaged a third-party processor in Canada to compound a portion of our
croslite requirements. We engaged a third party in the United States to compound certain subcomponents of croslite. We also developed
production capacity at one of our third-party factories in China where the subcomponents are compounded into croslite. We believe that our
production strategy, including in-house production, for the compounding of croslite will lower our production costs, reduce the risk of supply
shortages from our third party processors and provide us with greater production flexibility to meet changing retail demand. However, we will
continue to purchase a portion of our croslite requirements from a third party in accordance with the terms of our supply agreement.

Manufacturing and Sourcing

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

The process for manufacturing our footwear was developed over an eight year period of continual refinement to improve consistency, softness,
durability, and yield. Prior to October 2004, all of our footwear was manufactured at Foam Creations facility in Quebec City, Canada. In the year
ended December 31, 2006, we manufactured approximately 20.5% of our footwear products at our company-
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operated manufacturing facilities in Canada, Mexico and Italy. We obtain the remainder of our footwear products from third party manufacturers
in China, Italy, Romania and the United States. In the year ended December 31, 2006, our largest supplier in China produced approximately
55.4% of our footwear unit volume. We have a long-term contract with our third party manufacturer in Florida, but do not have written supply
agreements with our primary third party manufacturers in China. We intend to further expand our manufacturing capacity at the facilities we
operate in Canada and Mexico in 2007. We also expect to open a new manufacturing facility in Brazil in the first half of 2007.

While we are currently dependent on a limited number of third party manufacturers to produce a majority of our footwear products, we have
evaluated and qualified over 15 alternative third party manufacturers that have the current ability and capacity to manufacture our footwear
products in the event that one or more of our current third party manufacturers were to reduce or cease production of our footwear. For example,
to meet the growing demand for our footwear, in August 2005, we engaged a new third party manufacturer capable of commencing production
of our footwear products within two months of entering into discussions with us regarding a manufacturing arrangement.

Our manufacturing facility in Quebec City produces our non-footwear products made from croslite, such as kayak seats and spa pillows. We
purchase our apparel and accessories from various suppliers that source our products from manufacturers in the U.S., Latin America, and Asia.

Intellectual Property and Trademarks

We rely on a combination of trademark, copyright, trade secret, trade dress, and patent protection to establish, protect, and enforce our
intellectual property rights in our product designs, brand, materials, and research and development efforts, although no such methods can afford
complete protection.

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

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

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

Seasonality

Due to our significant sales growth since our inception, we cannot assess with certainty the degree to which sales of our footwear products will
be subject to seasonality. However, we expect that our business, similar to other vendors of footwear and related merchandise, will be subject to
seasonal variation. We believe many vendors that market footwear products suited for warm weather normally experience their highest sales
activity during the second and third quarters of the calendar year. While we have introduced footwear models that are more suitable for cold
weather uses, such as the Endeavor, Georgie, All Terrain, Highland, and Snowmini, we expect demand for our products, and therefore our sales,
may continue to be subject to seasonal variations and significantly impacted by weather conditions, as over 76.6% of our total revenues during
the year ended December 31, 2006 were attributable to our Beach and Cayman (classic) models and our flip-flops and other open-toed models,
which are more suitable for warm weather. In addition, our quarterly results of operations may fluctuate significantly as a result of a variety of
other factors, including the timing of new model introductions or general economic or consumer conditions. Accordingly, results for any one
quarter are not necessarily indicative of results to be expected for any other quarter or for any year, and revenues for any particular period may
decrease.

Backlog

As of December 31, 2006, our backlog was approximately $74.6 million compared to $6.7 million as of December 31, 2005. Although orders in
the backlog are subject to cancellation by customers, we have not experienced any material levels of cancellation of orders by our customers in
the past. For a variety of reasons, including our short operating history, continued growth in customer demand for our products, the addition of
new customers in each of our channels, the timing of production and shipments, seasonality, product mix of customer orders, and a shift toward
shorter lead times for orders, backlog may not be a reliable measure of future sales for any succeeding period. In addition, our historical
cancellation experience may not be indicative of future cancellation rates.

Competition

The global casual footwear and apparel industry is highly competitive. The principal elements of competition in this industry include brand
awareness, product functionality, design, quality, pricing, marketing and distribution. We believe that our unique footwear designs, croslite, and
our expanding product offering and distribution network position us well in the marketplace. However, some companies in the casual footwear
and apparel industry have substantially greater financial, distribution and marketing resources than we have. Furthermore, the unique designs
and resulting success of our footwear products have attracted new players in the market with imitation products that are similar to ours, and we
face competition from these new market entrants.

Product Design and Development

Our primary goal in product design and development is to create and introduce new and innovative footwear products that combine our
standards of comfort, functionality, and style, and enhance the awareness of the Crocs brand. Our footwear product line is designed by a
combination of our internal design and development staff supported by outside designers. By introducing outside sources to the design process,
we believe we are able to capture a variety of different design perspectives on a cost-efficient basis and anticipate trends more quickly. To
expand our internal design capabilities, we acquired EXO, an
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Italian company that has been involved in the design of several of our new styles. We are committed to continuing to dedicate significant
resources to product design and development to sustain our commitment to innovation, execute on our growth strategy, and support our goal of
becoming a well recognized global brand.

We develop footwear models based on what we identify as opportunities in the marketplace. Once a design has been identified and demand in
the marketplace has been validated, the designs are then translated into product specifications by our developers and made into prototypes in our
facility in Quebec City, Canada or Italy or by one of our third party manufacturers in China. Our designers and developers work closely with
each other to develop product prototypes, test and refine products and provide quality assurance throughout the manufacturing process. Our
design and development process is highly collaborative as members of the design team frequently meet with our sales and marketing staff,
production and supply managers and certain of our retail customers to further refine our products to meet the particular needs of our target
market. We continually strive to improve our development function so we can bring products to market quickly and reduce costs while
maintaining product quality. We spent $1.8 million, $534,000, and $80,000 in company-sponsored design and development activities for the
years ended December 31, 2006, 2005, and 2004, respectively.

Employees

As of December 31, 2006, we employed approximately 2,900 persons, including 1,200 employees in the U.S., 700 employees in Canada, 600
employees in Mexico, 300 employees in Asia, and 100 employees in Europe. Approximately 650 of our U.S. employees are employed on an
hourly or part-time basis at our retail kiosk locations. As of December 31, 2006, none of our employees were represented by a union, other than
642 of our Canadian employees who were represented by the Teamsters Union. We believe our relationship with our employees is good.

Public Filings & Corporate Information

Our internet address is www.crocs.com. On our web site, we post the following filings as soon as reasonably practicable after they are
electronically filed with or furnished to the Securities and Exchange Commission: our annual report on Form 10-K, our quarterly reports on
Form 10-Q, our current reports on Form 8-K and any amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the
Securities and Exchange Act of 1934. All such filings on our web site are available free of charge. Also available on our web site are the charters
of the committees of our board of directors, as well as our corporate governance guidelines and code 