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Contrary to conventional wisdom about offshore manufacturing impacting negatively on U.S.
employment, K2 today employs more people in the U.S. than at any time in its history. In fact,
we employed almost twice as many U.S. workers this year as we did last year. Reduced product
costs and increased margins have fueled growth for us both internally and through acquisitions.
We believe that without offshore resources, K2 would be far less competitive.

Flexing our merchandising muscile

A third competitive advantage is being introduced this year, which could become the defining
difference between K2 and all other sporting goods equipment manufacturers. We are now
building a merchandising department that will include over 100 people by the end of 2004.
Their sole responsibility will be to insure that year round, all of our products are displayed,
stocked, promoted, and sold at retail in a consistent and attractive manner. Everything from
inventory control to the point-of-purchase experience will have direct input and oversight from
dedicated K2 staff. Most of the giants in the consumer business do this, but in our industry K2
will be the first to offer this service to our retail customers over our entire product line. We
believe the additional support we will provide our customers will set us apart from the pack
and give our retail partners yet another reason to increase their business with K2.

We are convinced that the retailers of the world want bigger, stronger, and fewer manufacturers
of products and that the companies that become true partners in the supply chain will be the
winners over the long term. Your management team at K2 is continuing to build the kind of
company that is built to last.

Celebrating the love of sports

We hope you will enjoy this year’s annual report and perhaps gain a better understanding of
who we are and what we can offer the sports enthusiast. We also hope that you will have the
chance to try some of our products this year and enjoy participating in some of the sports we
support and promote. Our goal is to insure that our customers are more excited about K2's

products after they use them than they were when they started. We’re here to put a smile on
the faces of sports enthusiasts the world over.

Warmest regards,
\§ £ arnm

Richard J. Heckmann
Chairman and Chief Executive Officer

From top to bottom:
J. Wayne Merck
President and

Chief Operating Officer
Dave Cook

Vice President of

Asia Operations
Robert Ni

General Manager

K2 Hong Kong & China
Dudley Mendenhall
Senior Vice President of Finance
Monte H. Baier

Vice President and
General Counsel
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www.rawlings.com gs brand is #1 in baseball gloves and balis. :
www.worthsports.com

www.debeer.com

www.hiltoncc.com

Aw Est. 1887

The best in baseball and in softball Worth—The #1 softball brand in the world

With the acquisition of Rawlings and Worth, the K2 portfolio  Worth is a leading supplier of softball products with market
now features two of the most established and recognized leading positions in aluminum bats and softballs. Its
brands in baseball and softball. The strategy is to deliver products are widely preferred in NCAA Division | fast pitch
increased value while ensuring the integrity of these programs and is the official softball of all Canadian major
distinctive and industry-leading brands. The combination associations and the official softball bat of the U.S. Specialty
of the best baseball and softball brands in the world positions Sports Association (USSSA).

K2 to deliver exceptional value in every related category in

which we compete.

Rawlings—The #1 baseball brand in the world

Rawlings is a leading manufacturer of competitive team
sports equipment and apparel for baseball, basketball and
football, and licensed MLB, NFHS and NCAA retail products;
a major supplier to professional, collegiate, interscholastic
and amateur organizations worldwide; the Official Baseball
and Helmet Supplier to Major League Baseball and Minor
League Baseball; the Official Baseball for the NCAA; the
Official Basketball for the NAIA and NJCAA Championships,
as well as the Official Basketball for the ABA.

PLAYMAK @m
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www.shakespeare-fishing.com www.shakespeare-marine.com , When it comes {o 633@_ Shakespeare
www.pfluegerfishing.com www.shakespearemonofilaments.com W > wrote the boo
www.shakespeare-fishing.co.uk (England) www.monofilament.co.uk (England)

www.shakespeare.nl (Holland) www.skpplastics.com

www.shakespeare.com.au (Australia)

SHakeogeare

[ SINCE 1897 |

e _ Shakespeare. Classic.

%Q g an The Shakespeare Fishing Tackle Division (FTD) is a leading
v ! global manufacturer of fishing rods and reels, kits and com-
bos and accessories. Established in 1897, today
Shakespeare FTD is headquartered in Columbia, South
Carolina with offices and distribution facilities worldwide.

The Shakespeare Fishing Tackle Division was among the
first in the K2 family to take advantage of the company’s

” 1.5 million square foot manufacturing facility in Guangzhou,
——— China. To improve time-to-market and efficiency,

d Shakespeare FTD recently consolidated manufacturing,
investing over $2 million in new tooling at the China facility.

Water works wonders

Shakespeare Fishing Tackle products are available at
e most sporting goods stores, fishing tackle shops and all
Wal-Mart, Bass Pro and Cabela’s stores. After 25 years,
the Shakespeare Ugly Stik® continues to hold the title as

{ the #1 selling moderately priced fishing rod of all time. The
company was also first to market with innovative products
marketed to segmented demographic groups such as
Looney Tunes™ and Scooby Doo™ branded kits for young
people and the best-selling Barbie™ kits and fishing related
accessotries for girls.
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OUTDOORS'

Stearns Watersports

Lifejackets, Personal Flotation Devices, wetsuits, inflatable
towables for on-water enjoyment.

Stearns Outdoors

Inflatable boats, kayaks and canoes, SunShowers® and
DryWear® rainsuits for the outdoor enthusiast.

Mad Dog Gear®

Waterproof, breathable hunting apparel and outerwear,
backpacks, day packs, and a variety of hunting accessories
in a wide selection of camouflage patterns.

Waders and Accessories

Breathable nylon, neoprene, rubber and canvas waders,
boots and accessories for fishing and hunting.

Industrial/Military Safety

Work vests, flotation jackets and coveralls, ice rescue suits,
cold water immersion suits and commercial DryWear®
rainsuits providing safety, warmth and comfort on the job.

Marine Accessories

Dock and anchor lines, tow ropes, sportsman’s cordage,
marine hardware and boat accessories.

www.stearnsinc.com
www.maddoggear.com
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www.k2sports.com www.ridesnowboards.com
www.k2skis.com www.danadesign.com
www.k2snowboards.com www.tubbssnowshoes.com

www.madshus.com www.atlassnowshoe.com

G

x%ﬁu&ﬁ

T eugm YT

enawbgarda

. . SNOWBOARDS .
SPORTS o A=l pwle=] DANA DESIGN®

SNowoeoARDS

Great brands for the great outdoors

K2 Sports is a multifaceted organization with a portfolio
of products designed to deliver fun and adventure for all
seasons. This is accomplished through the application of
the latest technology to the most exciting new products
and by continuous growth through acquisitions.

With the acquisition of Winter Quests’ Tubbs and Atlas
brands this year, K2 Sports became the world leader in
snowshoes. K2 Skis is the #1 ski brand in the U.S. K2
Snowboard is the #1 snowboard brand in Japan. The list
goes on. And the K2 tradition continues.
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Scott Dickey www.k2skates.com
President, K2 Licensing & Promotions www.k2bikes.com

www.k2ip.com

FITNESS & FUN

K2 Skates— Often copied, never equaled
In-line skates featuring K2’s proprietary Softboot™ design.

K2 Bikes—Break away
Mountain. Road/cyclocross. Comfort. Cross. Youth. BMX.

Growing through complementary acquisitions.
K2 Licensing & Promotions—Reaching new heights

Sports and entertainment licensed souvenirs and
promotional products. This year’s acquisition of Fotoball
USA, now renamed K2 Licensing & Promotions, increases
K2’s footprint in the field of licensed products providing a
great platform from which we can expand our licensing
and promotional activity throughout the entire company.

FITNESS
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Management’s Discussion and Analysis
of Financial Condition and Results of Operations

K2 is a premier sporting goods company with a diverse portfolio of leading sporting
goods brands. K2 additionally offers other recreational products as well as certain niche
industrial products. Sporting goods represented $569.2 million, or 79.2%, of K2’s 2003
consolidated net sales, other recreational products represented $48.3 million in 2003
net sales, and K2’s manufacturing and supply of selected industrial products had sales
of $101.0 million in 2003.

Overview

K2 believes that in 2003 there were two major trends in the sporting goods industry.
First, the sporting goods market experienced little or no growth in wholesale sales
during 2003. Second, there was a growing influence of large format sporting goods
retailers and retailer buying groups as well as the consolidation of certain sporting
goods retailers worldwide, all of which has resuited in a consolidation of sporting goods
suppliers. Based on these market trends, K2 believes that the most successful sporting
goods suppliers will be those with greater financial and other resources, including those
with the ability to produce or source high-quality, low cost products and deliver these
products on a timely basis, to invest in product development projects and the ability

to access distribution channels with a broad array of products and brands. In addition,
as the influence of large sporting goods retailers grows, management believes these
retailers will prefer to rely on fewer and larger sporting goods suppliers to help them
manage the supply of products and the allocation of shelf space.

As a result of these market trends, K2 has embarked upon an aggressive program to
leverage its existing operations and to complement and diversify its product offerings
within the sporting goods and recreational products. K2 intends to implement its internal
growth strategy by continuing to improve operating efficiencies, extending its product
offerings through new product launches and maximizing its extensive distribution
channels. In addition, K2 will seek strategic acquisitions of other sporting goods
companies with well-established brands and with complementary distribution channels.

During 2003, K2 made significant progress towards achieving its strategic objectives
as follows:

B K2 completed seven acquisitions during 2003 including:

* Acquisition in a stock-for-stock exchange offer/merger transaction of Rawlings
Sporting Goods Company, Inc., a leading marketer and manufacturer of baseball
equipment, establishing K2's presence in the team sports market;

¢ Acquisition of all of the outstanding capital stock of Worth, Inc., a leading
marketer and manufacturer of softball equipment, further establishing K2's
presence in team sports; and

* Acquisition in a stock-for-stock exchange offer/merger transaction of Brass
Eagle, Inc, a worldwide leader in the design, manufacture, marketing, and
distribution of paintball products, including paintball markers, paintballs,
and accessories, establishing K2's presence in the paintball market.
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W The newly acquired brands along with K2’s existing brands has allowed K2 to
aggregate its brand strength in complementary distribution channels in a consoli-
dating industry characterized by large format sporting goods retailers and retail
buying groups.

H The newly acquired brands have helped K2 balance the seasonality of its business
and strengthen its customer relationships.

B K2 has entered several new sports markets such as baseball, softball, paintball,
lacrosse and snowshoeing, which provides K2 with additional platforms for future
growth opportunities.

W K2 has continued to leverage its China manufacturing and Asian product sourcing
capabilities. During 2003, K2 increased the capacity of its China operations and
increased the size of its sourcing group to accommodate the product needs of
its acquisitions and existing companies.

B K2 introduced a number of new products during 2003 in the sporting goods
markets as a means to drive organic growth.

B K2 continued to focus on cost reduction initiatives by relocating the manufacturing
of K2 branded products to K2’s China facilities.

B K2 established the K2 Merchandising group to improve the marketing of K2
products and strengthen K2's refationships with its retailers.

B K2 completed a restructuring of its capital structure through the private placement
of $25 million of convertible subordinated debentures in February 2003, the
replacement of K2’s revolving credit facility with a new revolving credit facility of
$205 million in March 2003, a term loan of $15 million and the private placement
of $75 million of convertible subordinated debentures in June 2003. These new
sources of capital replaced higher interest borrowings and provided K2 more
opportunity and flexibility to make progress towards its strategic objectives.

K2 has begun o see results from its efforts reflected in its financial performance. Net
sales for 2003 improved 23.4% to $718.5 million from 2002 due to the acquisitions

K2 completed during 2003 as well as organic growth from most of K2’s existing brands.
Gross profit percentage improved from 29.3% to 30.6% in 2003 due in part to K2's
continued cost reduction efforts. Operating income for 2003 increased to $32.1 million
or 4.5% of net sales, as compared to operating income of $27.3 million, or 4.7% of

net sales, in 2002. The increase in operating income reflects higher sales volume and an
improvement in gross profit percentage, partially offset by higher selling and general and
administrative expenses. The increase in selling and general and administrative expenses
in 2003 was attributable to K2’s acquisitions during 2003 without a corresponding full
year benefit of net sales, higher pension expenses and the impact of stronger foreign
currencies on translated expenses as compared to 2002. See Consolidated Results

of Operations section below for further discussion.
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Management’s Discussion and Analysis

of Financial Condition and Results of Operations continued

On September 16, 2003, K2 compieted the acquisition of Worth, Inc. (“Worth”) in
exchange for cash and K2 common stock. Worth, a privately held company founded
in 1912, is a marketer and manufacturer of bats, balls, gloves and accessories for the
softball and baseball industry. Additionally, through its deBeer division, Worth is a
producer of equipment for lacrosse. Under the terms of the merger agreement, K2
acquired all of the outstanding shares of Worth common stock in exchange for approxi-
mately 0.9 million shares of K2’s common stock and a cash payment of $12.6 million,
resulting in an aggregate purchase price of approximately $27.4 million (excluding
merger costs of approximately $1.2 million). In connection with the acquisition, K2 paid
off long-term and seasonal working capital debt of Worth of approximately $15 million.
The results of the operations of Worth have been included in the consolidated financial
statements of K2 beginning with the date of acquisition.

On December 8, 2003, K2 completed the acquisition of Brass Eagle, Inc. (“Brass
Eagle”), a designer, manufacturer and marketer of paintball products, including paintbail
markers, paintballs, and accessories in a stock-for-stock exchange offer/merger trans-
action. Under the terms of the merger, each outstanding share of Brass Eagle common
stock was converted into 0.6036 shares of K2 common stock. Based on the number of
common shares outstanding of Brass Eagle, approximately 4.5 million shares of K2’s
common stock were issued to the Brass Eagle shareholders, and the aggregate purchase
price of the transaction was valued at approximately $78.4 million (excluding merger
costs of approximately $3.4 million). The results of the operations of Brass Eagle have
been included in the consolidated financial statements of K2 beginning with the date
of the merger.

During 2003, K2 also completed four smaller acquisitions, three of which are reported
within the sporting goods segment and one within the industrial segment, for a
combined total purchase price value of approximately $16.0 million and the payoff
of $9.1 million in permanent and seasonal debt. The results of the operations of
these companies have been included in the consolidated financial statements of K2
beginning with the date of the acquisitions.

On May 27, 2003, K2 completed the sale of the assets of its composite utility and
decorative light poles and related product lines (the “Division”) of its industrial products
segment to a subsidiary of Genlyte Thomas Group LLC. The Division was sold for
approximately $20.1 million in cash and the assumption of certain liabilities by the
buyer. The gain on sale of the Division of $2.2 million ($1.4 million, net of taxes)
includes an estimate of the costs of disposal and amounts related to the retention

of certain liabilities by K2.

Downsizing and Restructuring Activities

Pursuant to the acquisitions made by K2 during 2003, K2 approved restructuring and
exit plans related to the closure of certain facilities of the acquired companies. In
accordance with EITF 95-3, “Recognition of Liabilities in Connection with a Purchase
Business Combination,” K2 established reserves for employee severance, employee
relocation costs and lease termination costs totaling approximately $5.1 ion. These
reserves were recognized as assumed liabilities of the acquired companies. The reserves
established were not individually significant to any of K2’s acquisitions during 2003.
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During 2001, in ongoing cost reduction moves, K2 completed the move of its remaining
ski production to China, closing its Washington ski manufacturing facility. in addition,
three other smaller manufacturing facilities, which serviced the Stearns and Hilton
operations were shut down in Minnesota and Alabama, with most of the production
also moving overseas. In addition to the factory closures, K2 experienced a substantial
industry-wide slowdown of sales of small-wheeled products in 2001, necessitating

a downsizing of K2’s small-wheeled products operations. Consequently, the factory
closures and downsizing activities resulted in 2001 charges to cost of products sold
and general and administrative expenses for restructuring and downsizing costs of
$15.6 million and $2.4 million, respectively. Approximately $5.0 million was a charge
to earnings which resulted in a cash payment with the remainder being non-cash
charges. These costs were associated with the reduction of personnel, the write down
of facilities and equipment, and the reduction in the net carrying value of small-wheeled
products inventory.

Review of Operations: Comparison of 2003 to 2002

Net sales increased to $718.5 million from $582.2 million in the prior year. Net income
for 2003 was $11.4 million, or $.44 per diluted share, as compared to net income of
$12.1 million, or $.67 per diluted share, in the prior year. Net income for 2003 included
$4.4 million, or $.15 per diluted share, in after-tax charges for early extinguishment of debt.

Net sales. In the sporting goods segment, net sales for 2003 totaled $569.2 million

as compared with $437.4 million in 2002, an increase of $131.8 million, or 30.1%. The
sales improvement was attributable to increased sales of snowboard products of

$5.0 million, skis of $4.1 million, in-line skates of $6.3 million, Stearns outdoor products
of $4.7 million, and the combined sales contribution of $113.9 million from K2's acquisi-
tions during 2003. These improvements were offset by a $2.7 million decline in sales of
Shakespeare fishing tackle products due primarily to lower sales in the European markets.
The increase in snowboard sales resulted mainly from the popularity of the Ride brand,
while ski sales benefited from the popularity of K2’s skis in the domestic and European
markets. Increased in-line skate sales were the result of strong demand in the European
and Asian markets. Increased sales of Stearns outdoor products reflected new product
introductions, and higher demand for rain gear and children’s flotation products.

In the other recreational products segment, net sales for 2003 were $48.3 million as
compared with $35.6 million in the prior year. The increase in sales was attributable to
$14.4 million of higher sales of skateboard shoes and apparel. This increase in skate-
board shoes and apparel reflected the strong sell through of the Adio shoe brand and
an expanded retail distribution network. Sales of Hilton appare! declined by $1.6
as the business was restructured during the year.

In the industrial products group, net sales for 2003 were $101.0 million as compared
with $109.2 million in 2002. The overall decline in sales was attributable to the sale of
the assets of the composite utility and decorative light poles and related product lines
in May 2003 partially offset by $10.5 miliion in higher sales of Shakespeare cutting line
and monofilament products. For further discussion regarding the sale of the composite
utility and decorative light poles and related product lines, see Note 4 to Notes to
Consolidated Financial Statements.
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Management’s Discussion and Analysis
g

of Financial Condition and Results of Operations continued

of new fishing reels, Ugly Stik fishing rods, and kits and combos. Higher sales of Stearns
outdoor products were the result of the increased popularity of children’s flotation
devices and new applications for the U.S. Navy. The improvement in ski sales was due
to growing market shares in the U.S. and strong sell-through of K2 products at retail.

In the other recreational products segment, net sales for 2002 were $35.6 million as
compared with $39.8 million in the prior year. The growth in Adio skateboard shoes of
$2.3 million only partially offset the decline in sales of corporate apparel in continued
sluggish market conditions.

In the industrial products group, net sales for 2002 were $109.2 million as compared
with $110.2 million in 2001. The sales decline reflected reduced sales of marine antennas
of $0.8 million and monofilaments sold to the paperweaving industry of $1.0 million,
partially offset by increased sales of cutting line of $1.0 million.

Gross profit. Gross profit for 2002 was $170.5 million, or 29.3% of net sales, as com-
pared with $160.2 million, or 27.2% of net sales in 2001. Gross profit for 2001 included
charges for restructuring and downsizing of $15.6 n (a discussion regarding an
additional $2.4 million which was charged against general and administrative expenses
is included below). During 2001, K2 closed the Washington ski manufacturing facility
and three other smaller manufacturing facilities in Minnesota and Alabama which serviced
the Stearns and Hilton operations, with most of the production moving to China and
elsewhere. in addition to the factory closures, K2 experienced an industry-wide
slowdown in sales of small-wheeled products, necessitating a downsizing of K2’s
small-wheeled products operation. The downsizing of the small-wheeled products
business, the shutdown of the domestic manufacturing facilities and additional cost
reduction measures resulted in 2001 charges to cost of products sold of $15.6 million
primarily related to severance, the write down of facilities and equipment, and the
reduction in the net carrying value of small-wheeled products inventory. The overall
improvement in gross profit dollars and margins for 2002 was atiributable to the
restructuring and downsizing charges discussed above and reduced product costs
obtained from selling products manufactured in China. These improvements were more
than offset by a $1.0 million adjustment in 2002 to the carrying value of the scooter
inventory, and higher sales of reduced margin products, particularly in-line skates in
Europe, in conjunction with K2's inventory reduction initiatives. K2’s inventory reduction
initiatives helped to reduce overall inventory levels by $25.7 million from the prior year.

Costs and expenses. Selling expenses for 2002 decreased 16.7% to $86.4 million,

ar 14.8% of net sales as compared with $103.7 million, or 17.6% of net sales, in 2001.
The dollar and percentage decline was attributable to the decline in sales volume in
2002 and K2'’s cost reduction programs initiated during 2001.

General and administrative expenses for 2002 were $48.4 million, or 8.3% of net sales,
compared with $43.0 million, or 7.3% of net sales, in 2001. Expenses for 2001 included
downsizing charges of $2.4 million, primarily for severance and the write down of facilities
associated with the downsizing of the small-wheeled products operation. The dollar and
percentage increase in 2002 was attributable to additional allowances recorded for
doubtful accounts of $4.3 million, higher insurance costs of $1.7 million, severance
expense related to the former CEO of $1.2 million and higher pension costs of
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$0.3 million. Research and development expenses declined 30.3% to $8.5 million from
$12.2 million in 2001 as the result of K2’s cost reduction initiatives.

Beginning in the 2002 first quarter, in accordance with K2's adoption of new accounting
pronouncements, amortization expense of goodwill is no longer being recorded against
earnings. This resulted in reduction of general and administrative expenses of approxi-
mately $2.6 million during the current year as compared to 2001.

Operating income. Operating income for 2002 improved to $27.3 miliion, or 4.7% of
net sales, as compared to operating income of $1.3 mitiion, or 0.2% of net sales, in
2001. The 2001 period included $18.0 million of restructuring and downsizing charges
as discussed above. The improvement in earnings for the period reflects the impact of
the 2001 restructuring and downsizing charges, lower selling expenses of $17.3 million
and lower research and development expenses of $3.7 million partially offset by higher
general and administrative expenses.

Interest expense. Intérest expense for 2002 declined $4.6 million, or 33.8%, to

$9.0 million. Lower average borrowings resulted in interest savings of $2.7 million and
lower average interest rates resulted in an additional $2.0 million of savings. The average
interest rate decrease was due to general interest rates declines that occurred during
2002 and a higher percentage of borrowings under K2's accounts receivable purchase
facility during 2002 rather than under K2's other long-term liquidity facilities which have
higher interest rates.

Other income. Other income for 2002, which includes royalties, interest income and
other miscellaneous income, declined to $0.3 million from $0.4 million in 2001.

Income taxes. The effective income tax rate for 2002 increased to an expected rate of
35% as the result of the 2002 income from operations versus the 35.7% credit in the
prior year as the result of the 2001 loss from continuing operations.

Segment information. Total segment operating profit (pefore interest expense, corporate
expenses and income taxes) for 2002 improved to $30.6 million from $4.7 million in
2001. The 2001 period included $18.0 million of restructuring and downsizing charges
as discussed above of which $16.3 million was reflected in the sporting goods segment,
$1.5 million in the other recreational products segment and $0.2 million in the industrial
products segment.

In the sporting goods segment, operating profit for 2002 was $27.8 million as compared
with an operating loss of $0.9 million in 2001. The 2002 improvement was attributable
to the restructuring and downsizing costs discussed above and lower selling and
research and development expenses as the result of K2’s cost reduction initiatives.
These improvements were partially offset by increased insurance costs, higher
allowances for doubtful accounts and a $1.0 million adjustment to the carrying value
of the scooter inventory.

in the other recreational products segment, an operating loss of $6.6 million was
reported in 2002 as compared with an operating loss of $5.9 million in 2001. The
increase in the loss was attributabie to the decline in corporate apparel sales due to
continued sluggish market conditions and lower gross margins as the result of K2's
inventory reduction efforis.



61

"2y 01 a|geInquie 8q JBIW Yyoym PaAjoAul B1SEM JO
sadAl pue aWNjOA 3y} pue S, dHd PaWeU JBy10 ay} jo yibuaijs [erouruly pue Jaquinu
3y} uodn paseq paywlj aq 0} pajoadxa S| Sals asay) Jo dnueald sy} O} UOIINGLIIUCD

[eroueuy paunbal 5,23 JO JUBIXe a1 ‘DUS Yoea 1B ddd yoea uodn A)jige)) jesonas pue
ol asoduw Ajeoiuydal smej [RjuswiuonAud ybnoyyy "uebiyowy pue eujoren yinog ul
SOYs 91Sem PJO 1B s|eudlew snopsezey Jo abreyosip Buinjoaul siapnew Aouaby uonoaloid
[euawiuoaiAug 88yl Wi { ddd,,) seibed ajqisuodsal Ajlenjualod paweu [BJ1aAas JO BUO SI Y
SI1911BN [eJUSWIUOIIAUTY

‘uolw 91§ Alrewixoidde 1e panjea sem uonoesuel) sy} jo aoud

aseyound ayj "duj ‘SUOOWOL4 pue Buisuadl] gy 0} paweua) usaq sey ‘spods wesy
10} Ajjediouud ‘syonpoud [euoowoid pue suaAnos Jo Buunioejnuew pue Bunayiew
By} Ul JasIyouBly B “ou) ‘YSN ||EQOI0S “uoiioesuel} sabiaw/isyo abueyoxs »3201s-104
-}201S B ul “0u| ‘ySN |[BQO104 J0 uolisinboe ay3 pa1sidwiod gy ‘booe ‘€2 Aenuer ug
sjuan] yuanbasqng

‘Aujioe4 ayy 0y Juensind sysalaul AJunoas 0} 1signs ale pur|bugj pue epeue))

‘S91EIS PAHUN BU) Ul Sasse S,z JO ||e Alfenuelsans jeyl 1o.y au) Ag payw 8q pinoo
‘Aresssosu 8W098q Bupueuy [BUOKIPPE UONS PINOYS ‘S80IN0s Jayjo woly Buoueuy 1gep
abuelre o1 Aljiqe s,z 00 Buunp spasu ssauisng s,z 10} 1UaIns aq |Im suonelado
wouy MOJj Ysed ypm Jayiabol ‘Alijioey ay) Jopun aijge|ieAB Hpaid ay} 1By} saasiaq 2y

-sased| bunesado
S.g)| UO UONBULIOJUI [BUORIDPE JOf SIUSWSIELS [BIoUBULY POIEPIOSUGY O1 SSI0N O1 § AJON 89S (7)
‘suonebqo 19sp ws)-BUO| S,g) UO UOIBULIOU| [BUCIHPPE JO} ‘SIUSLUSIRIS [BIDUBLIH POJEPI[OSUOD)
0] SajON 01 / 910N 993 ‘sjuawabueue Buipus| s,gy sepun Bulpuelsino fediouud sapnjou m

suoebiqo yses
|enjoeu0g [B1o]

see'e0ls v98°'8$ S’ LvS 80L'88%  0OV8'LPC$

— — — 0052 0052 uoneapisuod uonisinboe juabunuon
892'S 798'8 66€'21 28’8 £56'7E (g)S9ses| bunessdo
/9086 $ — $ v6L'GE$ 92L'cl$  /8£'502¢$ (1)}qep uusl-buo]
siedh G siead G-p sieak g-1 eal y 210y (spuesnoyy)
Uy ueyy ssa suonebiqo Emoenuo)

‘spouad alniny ul Moy} yseo pue Aupinbi uo aaey 0}
pa1oadxe ase suoljebygo yons s100ys8 ay) pue goog ‘LS Joqueaaq 1e gy jo suonebiqo
[enjoenuUod Widl-buol pue sbuimostog Buipuelsino ay) sazuewiwins Buimoijoy syt

"£00¢ ‘L€ 49qWe09Q
JO SE 9|gB|IBAR SEM JUNOWE [N} Y} U2IUM JoO Jeak [easy yoea sed 000'000° LS O}
saseyoIndal }0031s ¥BLU PUR SPUSPIAID Useo Aed 0} Alge s,2) sy Aujioed syl

199p wuey-buo)

se uoljiw 8°92$ Alerewixoidde jo aoueleq Buluewss syy pue jgep wusl-buol jo uorpod
uaLND Se €002 ‘LS Jeqwenaq ik Alljioe4 syl Japun Buipueisino sBumolioq [euosess
Jo uoljiw G Gg$ APrewixoidde payissed sey gy . ‘siuawaaiby jqag wuag-Buo u
Sasne|D UoNeIdPOY aAloalqns, ‘6-6/ WIB|INg [Bo1IUYD3[ gSV4 pue Juswabuely
X0g-}207 B PUB 8SNE|) UONEIZDIOY aAj0alqng & Ylog apn|oul ey} sluswaalby upai)
Bunjorsy sepun Buipueising sBumoLIog JO sUoeOlISSE)D) 199YS 2oueiRg, ‘22-S6 4113

JO SUOISIACID B} YIIM SDUBPIOIE U| “SYJUOLLL SAJOM] 1X3U 84} Ul UoII 0G$ UBY} SS9
aq 0} ‘Alj1oe4 ay} ul pauyep se ‘Ajljigepiese sseoxa abelane yoedxs AjjuaLnd jou ssop
) "uoljiw 0G$ Mojeq s|le) Auioe sul Japun ‘paulep se ‘Aljige|ieae sseoxa abesane i
uaWsbue.LE XOQ-}00} B BIA SI9pUS| 8} JO [0U0D 8] 0] 193IgNSs Si SUOIIDB||0D a|qeAlaoal
WO} PAAIBISI YSBI 8y} PUE 3SNEID 109))] 8SIaADY [BUBIEWN,, B 0] 198igns s) Anjioe ay)

‘siuswebueise Buipus| ubialo) snouea tepun BuipuesINo uokiw 8'0L$

pey 2M ‘€002 ‘L€ 19quedsd v "0L0Z sunp anp saunuagep J01uas 8jqILaAu0D

%00°G 10 uol|jiw 0'G/$ PUB 0LOZ YOJBN 8NP SaINUsgap paleulpiogns a|qIusAu0d
9%Gg /2 40 uonw °'6z$ ‘9002 ‘1€ yosew ybnoayl siuswhed jediouud |enbs Ajyiuow ul
a|qefed ‘ueoj wial uoliw 0'GL$ B Butpuelsino pey osfe gy ‘€002 ‘LE Jequiede( I
‘Anoedes Buimolioq sige|ieae 0 UOIjji L GE$ PUB (SUIUOW Z| 1X8U 8Y) JOAC andxe
UIIUM IPaIO JO SI8NI9| ape) JO Uoliw £'E$ PUB UP3ID JO S19118| AQPUE]S JO uoliw g'y1$
0 BunsIsuod) sesuenss| 1P JO JsNI8| BuIPUBSING JO LOIIW G /1§ ‘ANjIoR4 8wl Japun
Buipueisino sBuMoLIog JO UOHIIW £'26$ 24aM aiauUl ‘£00 ‘1€ 4aquweoad 1y "900¢ ‘+&
yasey uo sandxa Aujioed ay| "1pa10 JO SIa|s| JO 9OUBNSSI By} JoJ Hw| uokjiw G/ $ e sey
pue uow pgz$ 01 9|qepuedxs S| Ayjioe ay) ‘AI0JUSAUl PUB SBJGBAI9AL dpel] igIbie
uo paseq ejnwuoy Buimoioq e Aq pautwisisp s AyjIoe4 ayy Jspun AjIQe|IBAR |B10]
‘pue|bug pue epeur’) ‘Salelg PLNUN Yl UI SI9SSE $.2) JO |[e Ag paindes ‘( Alpoed,,)
Alioey 1paid Buinjoass uoyw og$ e st Aupoe) Buimonoq wisl-6uo| fediouud sz)

‘uoiiw 6'8$ JO ANAIIOE asIDIaXe UONdO YO01S Ul 8SESIOU] UB pUB 1Qap JO

sbuimouiog saybiy ‘1ou Jaybiy ul Bunssi goog 01 paiedwos se goog Buunp saanoe
BulISsAUl Ul PASN USED Ul 9SESIOUI SY) 0] anp sem seak Joud a(j) ur pasn yseod 0] pasedwod
Se £00¢ Ul soIAnoe Buldueul Ag pepiaosd Useod sy "Z00g Ul Uoiiiw gL 0 pesn
YSED Yiim palsedwod Se uol||iw §'g1$ sem £00g W saianoe buueuy Aq pepiroid yse)

‘pus Jeak Je pajsixe sainipuadxd [eitded 10} SJUSWYWIWOD [BUsTeW ON "£00c Buunp sauy
1onpoud pajejel pue sajod bl aAle1009p pue Ajjn a)sodlod ay} Jo sfes sy} Woly
panigoal spaaooud 4o uoliii |°0Z$ AQ 19syo Ajleined alam sjunowe asay) "uoliw g /e$
10 £00¢ Buunp saniaoe uonsinboe 10§ pasn YSed Ul 8SBaJOUI UB PUB o)W G'Z1$ JO
sainypuadxa [ended taybiy 0} anp Sem gOOZ Ul Pasn Yseo Ul 8sesioul 8yl g0z Ul
uoljjiw 0'6$ 03 pasedutos se ‘u 2 1v$ sem samanoe Bunssaul ur pesn Yseo 1eN

'200¢ 0} paseduwlod se ‘sjaas| AI0jusAul

pasealoul Aq 19sho Ajjeited ‘9|gqeAIaoal SJUNODOE W sUOIINpal Jaybiy Woly pajyausq
os|e g00g Buunp saniaoe Bunersdo woly yse) ‘suopesado woly ysed Jo asn ayi ul
Bumynsas ‘weiboud syy sopun pios Ajsnoinaid so|qeAdas auy paseyaindal gy ‘padeldas
sem weboid eyl Usypn JuSLWIESI] 198YS SOUREQ-HO PaAIgdal ‘AjBuipiodde pue ssige
-Al8031 O SB[ES SE SIBISUBJ] 9|qBAIBDa) By 10} pajunoooe welboid sewioy ay) "weiboud
UO!JBZIILINDSS 19SSE J8UL0) B Jo Juswaoe|dal s,z woiy Buiynsal sa|qeniesss paziunoss
JO uoyiw g"1.6$ Jo sseyoindal e sem g0g Ul PapNIoul “gaoe Bulnp uoljw g 1 g$ o3
paledwod se ek JUBLIND BY} Ul YSED JO UoHIW 2 2e$ popinoid saiaoe Bugesado s,gy
|ende) jo saounog pue Aupinbi

'SJUNOJDE [NJIGNOP 10§ SBOUEBMO||E pUB SISOO 8ouRINSuUl
1aybiy se (jom se Ansnpul sy u) ssauysiBns pue spoya uononpal AIOJUBAU! S, 23 JO
UNsa1 sy} sk suibiew ssoIB Jamo| 01 8NP Sem sulloap 8y1 “1L00g Ul uoliw G° | | $ wody
uotiiw t'6$ 01 Pauloep Zoog 404 Woid Buneledo Juewbas sjonpoid feusnpul eyl uj




Management’s Discussion and Analysis

of Financial Condition and Results of Operations continued

Environmental and related remediation costs are difficult to quantify for a number of
reasons including the number of parties involved, the difficulty in determining the extent
of the contamination, the length of time remediation may require, the complexity of
environmental regulation and the continuing advancement of remediation technology.
K2 accrues for liabilities of this nature when it is probable a liability has been incurred
and the amount can be reasonably estimated. At December 31, 2003 and December
31, 2002, K2 had recorded an estimated liability of approximately $980,000 and
$1,308,000, respectively, for environmental liabilities with no insurance recovery expected.
The estimates are based on K2’s share of the costs to remediate as provided by the
PRP’s consultants and in ongoing discussions with the EPA or other environmental
agencies. The ultimate outcome of these matters cannot be predicted with certainty,
however, and taking into consideration reserves provided, management does not
believe these matters will have a material adverse effect on K2's financial statements.

Newly Adopted Accounting Standards

In January 2003, the Financial Accounting Standards Boards (“FASB”) issued FASB
Interpretation No. 46 (“FIN 46"), “Consolidation of Variable Interest Entities, an
Interpretation of ARB No. 51”. The primary objectives of this interpretation are to provide
guidance on the identification of entities for which control is achieved through means
other than through voting rights (“variable interest entities”) and how to determine when
and which business enterprise (the “primary beneficiary”) should consolidate the variable
interest entity. This new model for consolidation applies to an entity in which either

(i) the equity investors (if any) do not have a controlling financial interest; or (ii) the equity
investment at risk is insufficient to finance that entity’s activities without receiving addi-
tional subordinated financial support from other parties. In addition, FIN 46 requires that
the primary beneficiary, as well as all other enterprises with a significant variable interest
in a variable interest entity, make additional disclosures. Certain disclosure requirements
of Fin 46 were effective for financial statements issued after January 31, 2003.

In December 2003, the FASB issued FIN No. 46 (revised December 2003},
“Consolidation of Variable Interest Entities” (“FIN 46-R”) to address certain FIN 46 imple-
mentation issues. The effective dates and impact of FIN 46 and FIN 46-R are as follows:

(i) Special purpose entities (“SPE’s”) created prior to February 1, 2002. K2 must apply
either the provisions of FIN 46 or early adopt the provisions of FIN 46-R at the end
of the first interim or annual reporting period ending after December 15, 2003.

(i) Non-SPE'’s created prior to February 1, 2003. K2 is required to adopt FIN 46-R at
the end of the first interim or annual reporting period ending after March 15, 2004.

(iii) All entities, regardliess of whether an SPE, that was created subsequent to
January 31, 2003. The provisions of FIN 46 were applicable for variable interests
in entities obtained after January 31, 2003. K2 is required to adopt FIN 46-R at
the end of the first interim or annual reporting period ending after March 15, 2004.

The adoption of the provisions applicable to SPE’s and all other variable interests
obtained after January 31, 2003 did not have an impact on K2’s financial statements.
K2 is currently evaluating the impact of adopting FIN 46-R applicable to Non-SPE’s
created prior to February 1, 2003 but does not expect a material impact.
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Critical Accounting Policies

K2’s discussion and analysis of its financial condition and results of operations are
based upon K2’s consolidated financial statements, which have been prepared in
accordance with accounting principles generally accepted in the United States. The
preparation of these financial statements requires K2 to make estimates and judgments
that affect the reported amounts of assets, liabilities, revenues and expenses, and
related disclosures of contingent assets and liabilities.

Discussed below are several significant accounting policies, which require the use of
judgments and estimates that may materially affect the consolidated financial statements.

The estimates described below are reviewed from time to time and are subject to
change if the circumstances so indicate. The effect of any such change is reflected in
results of operations for the period in which the change is made. Establishment of the
reserves affecting inventories and the allowance for doubtful accounts are among the
most important.

Revenue Recognition ]

K2 recognizes revenue from product sales upon shipment to its customers, which is at
the point in time risk of loss is transferred to the customer, net of reserves for estimated
returns. As a general matter, customers have no right of return, however returns do
occur from time to time for a variety of reasons, including local business practices in
one of the foreign countries in which K2 does business. Reserves for estimated returns
are established based upon historical return rates and recorded as reductions of sales.

Warranty

K2 records the estimated cost of product warranties at the time sales are recognized.
K2 estimates warranty obligation by reference to historical product warranty return rates,
material usage and service delivery costs incurred in correcting the product. Should
actual product warranty return rates, material usage or service delivery costs differ from
the historical rates, revisions to the estimated warranty liability would be required.

Accounts Receivable and Allowances

Accounts receivable are the result of K2’s worldwide sales activities. Although K2's
credit risk is spread across a large number of customers within a wide geographic area,
periodic concentrations within a specific industry occur due to the seasonality of its
businesses. At December 31, 2003 and 2002, K2’s receivables from sporting goods
retailers who sell skis, skates, snowboards and bikes, amounted to 41% and 60%,
respectively, of total receivables. K2 generally does not require collateral and performs
periodic credit evaluations to manage its credit risk.

K2 evaluates the collectibility of accounts receivable based on a combination of factors.
In circumstances where there is knowledge of a specific customer’s inability to meet its
financial obligations, a specific reserve is recorded against amounts due to reduce the
net recognized receivable to the amount that is reasonably believed to be collected. For
all other customers, reserves are established based on historical bad debts, customer
payment patterns and current economic conditions. The establishment of these reserves
requires the use of judgment and assumptions regarding the potential for losses on
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Management’s Discussion and Analysis

of Financial Condition and Results of Operations continued

Income Taxes

Income taxes are recorded using the liability method. K2 estimates actual current tax
exposure together with temporary differences that result from differing treatment of
items for tax and accounting purposes. These temporary differences result in deferred
tax assets and liabilities. K2 then assesses the likelihood that deferred tax assets will
be recovered from future taxable income and to the extent that recovery is unlikely,

a valuation allowance must be established. A significant portion of K2's deferred tax
assets relate to net operating loss carryforwards for both domestic and foreign purposes.
The realization of these assets is based upon estimates of future taxable income. In
those jurisdictions where the realization of these carryforwards is not likely, a valuation
allowance has been established. If actual resuits are less favorable than those projected
by management, additional income tax expense may be required.

Pensions

K2 sponsors several trusteed noncontributory defined benefit pension plans covering
most of its domestic employees. Pension costs and liabilities are actuarially calculated.
These calculations are based on assumptions related to the discount rate, projected
compensation increases and expected return on assets. The discount rate assumption
is based on the Moody’s AA Effective Annual Yield rate as of December 31, 2003. The
salary growth assumptions reflect long-term actual experience and future and near-term
outlook. Long-term return on plan assets is determined based on historical portfolio
results and management’s future expectations for returns for each asset class, as well
as the target asset allocation of the pension portfolio. K2 evaluates the assumptions
used on a periodic basis and makes adjustments as necessary. As of December 31, 2002,
K2’s assumption related to the discount rate, projected compensation increases and
expected return on assets was 6.75%, 4.00% and 8.50%, respectively. Due to the
lower expectations of asset returns and the declining interest rate environment in 2003,
K2 lowered its discount rate and expected return on assets assumptions to 6.25% and
8.25%, respectively, at December 31, 2003. A continued variance in the discount rate,
expected return on plan assets and rate of compensation increase could have a
significant impact on the pension costs recorded.

Due to the lower discount rate and declines in the stock market during 2001 and 2002,
actual asset returns on K2’s pension assets did not meet K2's assumption of 2002 and
2003 expected returns. This resulted in 2003 pension expense being higher than 2002
pension expense by approximately $2.1 million which is reflected in the 2003 general
and administrative expenses. For the 2003 year, market conditions improved which
resulted in asset returns on pension assets exceeding expectations. These asset returns
are estimated to result in a decrease in 2004 pension expense of approximately
$700,000. However, the decrease in the discount rate from 6.75% to 6.25% is estimated
to result in an increase in 2004 pension expense of approximately $100,000. In addition,
the decrease in the expected return on assets assumption from 8.50% to 8.25% is
estimated to result in an additional increase to 2004 pension expense of approximately
$100,000. Finally, as a result of the lower discount rate and lower asset returns, K2
estimates a required cash contribution of approximately $4.0 million to the pension
plans in 2004,
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Based on the decrease in the discount rate and lower expected asset returns, the
accumulated benefit obligation of the pension plans exceeded the fair value of the plan
assets by $15.6 million and $13.1 million at December 31, 2003 and 2002, respectively.
These asset shortfalls resulted in K2 recording a non-cash charge to Other Comprehensive
Income, a component of K2’s shareholder’s equity, of $6.8 miltion ($4.4 million, net of
taxes) at December 31, 2003. Based on this amount recorded, K2 had $15.2 million and
$12.6 million, of net pension liabilities as of December 31, 2003 and 2002, respectively,
consisting of $15.6 and $13.1 million, respectively, in asset shortfalls and an intangible
asset for the unrecognized prior service cost of $0.4 million and $0.5 million, respectively.
As of December 31, 2003, K2 treated $4.0 million of the pension liability as current and
$11.2 million as long-term as K2 estimates a $4.0 million contribution during the twelve
months ended December 31, 2004.

Foreign Currency Translation

The functional currency for most foreign operations is the local currency. The financial
statements of foreign subsidiaries have been translated into United States dollars.
Asset and liability accounts have been translated using the exchange rate in effect at
the balance sheet date. Revenue and expense accounts have been transiated using the
average exchange rate for the year. The gains and losses associated with the translation
of the financial statements resulting from the changes in exchange rates from year
to year have been reported in the other comprehensive income or loss account in
shareholders’ equity. To the extent assets and liabilities of the foreign operations are
realized or the foreign operations pay back intercompany debt, amounts previously
reported in other comprehensive income or loss account would be included in net
income or loss in the period in which the transaction occurs. Transaction gains or losses,
other than those related to intercompany accounts and investments deemed to be of a
long-term nature, are included in net income or loss in the period in which they occur.

Impact of inflation and Changing Prices

The inflation rate, as measured by the Consumer Price Index, has been relatively low in
the last few years, and therefore, pricing decisions by K2 have largely been influenced
by competitive market conditions. Depreciation expense is based on the historical cost
to K2 of its fixed assets, and therefore, is considerably less than it would be if it were
based on current replacement cost. While buildings, machinery and equipment acquired
in prior years will ultimately have to be replaced at significantly higher prices, it is
expected this will be a gradual process over many years.

Market Risk

Fluctuations in foreign currency exchange rates can affect K2’s earnings and cash
flows. K2 manages its exposures to changes in foreign currency exchange rates on
certain firm purchase commitments and anticipated, but not yet committed purchases, by
entering into some foreign currency forward contracts. K2’s risk management objective
is to reduce its exposure to the effects of changes in exchange rates on the cost of
products sold over quarterly time horizons. Foreign currency exchange rate movements
also affect K2’s competitive position, as exchange rate changes may affect business
practices and/or pricing strategies of non-U.S. based competitors and may affect the
profitability and pricing strategies of K2 as well. K2’s foreign currency risk policies entail
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Consolidated Statements of Operations

Year ended December 31

(Thousands, except per share figures) 2003 2002 2001
Net sales $718,539 $582,159 $589,519
Cost of products sold 498,620 411,620 429,338
Gross profit 219,919 170,539 160,181
Selling expenses 116,509 86,394 103,688
General and administrative expenses 61,759 48,393 43,028
Research and development expenses 9,599 8,469 12,184
Operating income 32,052 27,283 1,281
Interest expense 9,950 8,966 13,631
Debt extinguishment costs 6,745 — —
Other income, net (2,218) (253) (3875)
Income (loss) from operations before provision (credit)
for income taxes 17,575 18,570 (11,975)
Provision (credit) for income taxes 6,151 6,500 4,271)
Net income (loss) $ 11,424 $ 12,070 $ (7,704)
Basic earnings (loss) per share of Common Stock: $ 046 $ 067 $ (043
Diluted earnings (loss) per share of Common Stock: $ 044 $ o067 $ (0.43
Basic shares outstanding of Common Stock 24,958 17,941 17,940
Diluted shares outstanding of Common Stock 28,750 17,994 17,940

See notes to consolidated financial statements _
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Consolidated Statements of Shareholders’ Equity

Employee Stock Accumulated
Additional Ownership Plan Treasury other
Common paid-in Retained and stock shares, comprehensive
(Thousands) Stock capitat earnings option loans at cost loss Total
Balance at December 31, 2000 $18,674 $143,331 $ 91,827 $(1,645) $(9,045) $(15,894) $227,248
Net loss for the year 2001 (7,704) (7,704)
Translation adjustments (5,344) (5,344}
Net unrealized gain on derivative instruments,
net of $197 in taxes 439 439
Comprehensive loss (12,609)
Repurchase of shares 62) (62)
Exercise of stock options 2 15 17
Stock option loan repayments 54 54
Employee Stock Ownership Plan,
amortization, loan and partial loan repayment 9 9
Balance at December 31, 2001 18,676 143,346 84,123 (1,582) (9,107) (20,799) 214,657
Net income for the year 2002 12,070 12,070
Translation adjustments 9,719 9,719
Change in additional minimum pension
liability, net of $2,639 in taxes (4,904) (4,904)
Net unrealized loss on derivative instruments,
net of $253 in taxes 470y 470)
Comprehensive income 16.415
Exercise of stock options 3 19 22
Stock option loan repayments 53 53
Employee Stock Ownership Plan,
amortization, loan and partial loan repayment 149 149
Balance at December 31, 2002 18,679 143,365 96,193 (1,380) (9,107) (16,454) 231,296
Net income for the year 2003 11,424 11,424
Translation adjustments 7,947 7,947
Change in additional minimum pension
liability, net of $189 in taxes (351) (351)
Net unrealized loss on derivative instruments,
net of $908 in taxes (1,687) (1,687)
Comprehensive income 17,333
Shares issued in connection with acquisitions 14,250 156,284 170,534
Value of warrants issued in connection with
issuance of convertible subordinated debentures 2,303 2,303
Exercise of stock options 1,218 11,190 12,408
Employee Stock Ownership Plan, amortization,
loan and partial loan repayment 166 166
Balance at December 31, 2003 $34,147 $313,142 $107,617 $(1,214) $(9,107) $(10,545) $434,040

See notes to consolidated financial statements
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Notes to Consolidated Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

K2 is a premier sporting goods company with a diverse portfolio of leading sporting
goods brands. K2 additionally offers other recreational products as well as certain niche
industrial products. Sporting goods represented $569.2 million, or 79.2%, of K2’s 2003
consolidated net sales, other recreational products represented $48.3 million in 2003 net
sales, and K2’s manufacturing and supply of selected industrial products, had sales of
$101.0 million in 2003. .

Principles of Consolidation
The consolidated financial statements include the accounts of K2 and its subsidiaries.
Intercompany accounts and transactions have been eliminated in consolidation.

Fiscal Periods

K2 maintains its books using a 52/53 week year ending on the last Sunday of December.
For purposes of the consolidated financial statements, the year end is stated as of
December 31. The years ended December 31, 2003, 2002 and 2001 consisted of 52 weeks.

Revenue Recognition ,

K2 recognizes revenue from product sales upon shipment to its customers, which is at
the point in time risk of loss is transferred to the customer, net of reserves for estimated
returns. As a general matter, customers have no right of return, however returns do
occur from time to time for a variety of reasons, including local business practices in
one of the foreign countries in which K2 does business. Reserves for estimated returns
are established based upon historical return rates and recorded as reductions of sales.

Use of Estimates

The preparation of financial statements requires management to make estimates and
assumptions affecting the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements. Actual amounts
could differ from those estimates.

Foreign Currency Translation

The functional currency for most foreign operations is the local currency. The financial
statements of foreign subsidiaries have been translated into United States dollars.
Asset and liability accounts have been translated using the exchange rate in effect at
the balance sheet date. Revenue and expense accounts have been translated using the
average exchange rate for the year. The gains and losses associated with the translation
of the financial statements resulting from the changes in exchange rates from year to year
have been reported in the accumulated other comprehensive income or loss account

in shareholders’ equity. To the extent assets and liabilities of the foreign operations are
realized or the foreign operations pay back intercompany debt, amounts previously
reported in the accumulated other comprehensive income or loss account would be
included in net income or loss in the period in which the transaction occurs. Transaction
gains or losses, other than those related to intercompany accounts and investments
deemed to be of a long-term nature, are included in net income or loss in the period

in which they occur.

28

Cash and Cash Equivalents

Short-term investments {including any debt securities) that are part of K2’s cash
management portfolio are classified as cash equivalents carried at amortized cost.
These investments are liquid, are of limited credit risk and have original maturities
of three months or less when purchased. The carrying amount of cash equivalents
approximates market.

Accounts Receivable and Allowances

Although K2's credit risk is spread across a large number of customers within a wide
geographic area, periodic concentrations within a specific industry occur due to the
seasonality of its businesses. At December 31, 2003 and 2002, K2’s receivables from
sporting goods retailers who sell skis, skates, snowboards and bikes amounted to 41%
and 60%, respectively, of total receivables. K2 generally does not require collateral and
performs periodic credit evaluations to manage its credit risk.

K2 evaluates the collectibility of accounts receivable based on a combination of factors.
In circumstances where there is knowledge of a specific customer’s inability to meet its
financial obligations, a specific reserve is recorded against amounts due to reduce the
net recognized receivable to the amount that is reasonably believed to be collected. For
all other customers, reserves are established based on historical bad debts, customer
payment patterns and current economic conditions. The establishment of these reserves
requires the use of judgment and assumptions regarding the potential for losses on
receivable balances. If the financial condition of K2’s customers were to deteriorate,
resulting in an impairment of their ability to make payments, additional allowances may
be required resulting in an additional charge to expenses when made.

Accounts receivable are net of allowances for doubtful accounts of $7,558,000 and
$7,838,000 at December 31, 2003 and 2002, respectively.

Inventories

Inventories are valued at the lower of cost or market value. Cost is substantially
determined by the first-in, first-out (FIFO) method, including material, labor and factory
overhead. K2 records adjustments to its inventory for estimated obsolescence or
diminution in market value equal to the difference between the cost of inventory and
the estimated market value, based on market conditions from time to time. These
adjustments are estimates, which could vary significantly, either favarably or unfavorably,
from actual experience if future economic conditions, levels of consumer demand,
customer inventory levels or competitive conditions differ from expectations. During
2002 and 2003, K2 recorded a charge of approximately $1.0 million, relating to the
write-down in the value of certain small wheeled products as the result of a significant
softening of the market for such products during the year.
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Notes to Consolidated Financial Statements continued

The following activity related to product warranty liabilities:

For the year ended December 31

{Thousands) 2003 2002 2001

Balance at January 1 $2,954 $2,237 $2,409
Charged to costs and expenses 4,677 5,043 5,148
Increase to reserve resulting from acquisitions 3,498 — —
Amounts charged to reserve (5,603) (4,326) (5,320)
Balance at December 31 $5526 $2954 $2,237

Income Taxes

Income taxes are recorded using the liability method. K2 estimates actual current tax
exposure together with temporary differences that result from differing treatment of
items for tax and accounting purposes. These temporary differences resuilt in deferred
tax assets and liabilities. K2 then assesses the likelihood that deferred tax assets will
be recovered from future taxable income and to the extent that recovery is unlikely,

a valuation allowance must be established. A significant portion of K2’s deferred tax
assets relate to net operating loss carryforwards for both domestic and foreign purposes.
The realization of these assets is based upon estimates of future taxable income. In
those jurisdictions where the realization of these carryforwards is not likely, a valuation
allowance has been established. If actual results are less favorable than those projected
by management, additional income tax expense may be required.

Pensions

As described in Note 10, K2 sponsors several trusteed noncontributory defined benefit
pension plans covering most of its domestic employees. Pension costs and liabilities
are actuarially calculated. These calculations are based on assumptions related to the
discount rate, projected compensation increases and expected return on assets.

Stock-Based Compensation and Other Equity Instruments

In December 2002, the Financial Accounting Standards Board (“FASB”) issued
Statement of Financial Accounting Standards (SFAS) No. 148, “Accounting for Stock-
Based Compensation—Transition and Disclosure.” SFAS No. 148 amends SFAS No.
123, “Accounting for Stock-Based Compensation” to provide alternative methods of
transition for a voluntary change to the fair value based method of accounting for
stock-based employee compensation. In addition, this Statement amends the disclosure
requirements of Statement No. 123 to require prominent disclosures in both annual and
interim financial statements about the method of accounting for stock-based employee
compensation and the effect of the method used on reported resuits. SFAS No. 148 is
effective for interim and annual periods beginning after December 15, 2002.

K2 applies the provisions of SFAS No. 123, “Accounting for Stock-Based Compensation,”
which allows entities to continue to apply the provisions of Accounting Principles Board
(“APB™) Opinion No. 25 “Accounting for Stock Issued to Employees,” and related
interpretations and provide pro forma net income and pro forma net income per share
disclosures for employee stock option grants made as if the fair-value-based method
defined in SFAS No. 123 had been applied. K2 has elected to continue to apply the
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provisions of APB Opinion No. 25 and provide the pro forma disclosure provisions of
SFAS No. 123. As such, compensation expense for stock options issued to employees
is recorded on the date of grant only if the current market price of the underlying stock
exceeded the exercise price. Had compensation cost been determined based upon the
fair value at the grant date for K2’s stock options under SFAS No. 123 using the Black
Scholes option pricing model, pro forma net income (loss) and pro forma net income
(loss) per share, including the following weighted average assumptions used in these
calculations, would have been as follows:

For the year ended December 31

{Thousands, except per share data, percentages and years) 2003 2002 2001
Net income (loss) as reported $11,424 $12,070 $(7,704)
Less: Total stock-based compensation
expense determined under fair value
based method for all awards, net of taxes 586 1,399 1,262
Net income (loss), adjusted $10,838 $10,671  $(8,966)
Earnings per share:
Basic — as reported $ 046 $ 067 $ (0.43)
Basic — pro forma $ 043 $ 059 $ (0.50)
Diluted — as reported $ 044 $ 067 $ (043
Diluted — pro forma $ 042 $ 059 $ (0.50)
Risk free interest rate 2.63% 3.00% 3.50%
Expected life of options Syears 5Syears 5years
Expected volatility 50.4% 44.9% 43.6%

Expected dividend yield . — —_ —

During 2003, 2002 and 2001, stock options granted were 617,900, 40,000 and 83,000,
respectively. Using the Black Scholes option pricing model and the assumptions as noted
above, the options granted each had a fair value of $4.79, $4.33, and $4.94, respectively.

The pro forma amounts may not be representative of future disclosures since the
estimated fair value of stock options is amortized to expense over the vesting period
and additional options may be granted in future years. Since changes in the subjective
assumptions used in the Black-Scholes model can materially affect the fair value
estimate, management believes the model does not provide a reliable measure of the
fair value of its options.

Shipping and Handling Costs

K2 reports freight billed to customers (“freight recovery”) as a component of net sales
and related freight costs are reflected primarily in selling expenses. The amount of
freight costs reflected in selling expenses for the years ended December 31, 2003,
2002 and 2001 amounted to $11,654,000, $11,563,000 and $14,529,000, respectively.

Advertising Costs

Advertising costs are expensed as incurred. Advertising costs for the years ended
December 31, 2003, 2002 and 2001 amounted to $18,124,000, $17,064,000 and
$23,765,000, respectively.
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Notes to Consolidated Financial Statements continued

NOTE 3 — ACQUISITIONS

Rawlings Sporting Goods Company, Inc.

On March 26, 2003, K2 completed the acquisition of Rawlings Sporting Goods
Company, Inc. (“Rawlings”), a designer, manufacturer and marketer of equipment and
apparel for baseball, basketball and football, in a stock-for-stock exchange offer/merger
transaction. Under the terms of the merger, each outstanding share of Rawlings common
stock was converted into 1.080 shares of K2 common stock. Based on the number of
common shares outstanding of Rawlings, approximately 8.8 million shares of K2’s common
stock were issued to the Rawlings shareholders in the merger, and the aggregate
purchase price of the transaction was valued at approximately $76.8 million (excluding
merger costs of approximately $3.3 million). The purchase price included fully vested
K2 stock options issued in exchange for Rawlings stock options outstanding at the time
of the acquisition valued at approximately $4.6 million. The valuation of the common
stock issued in connection with the acquisition was $8.194 per share. The value of the
K2 stock options issued in exchange for the Rawlings’ stock options outstanding was
based on a Black-Scholes estimate using the following assumptions: risk free interest
rate of 1.72%, volatility of K2 stock of 0.507 and expected life of 2.75 years. In connection
with the merger, K2 paid off Rawlings’ long-term and seasonal working capital debt of
approximately $64 ion. The results of the operations of Rawlings were included in
the consolidated financial statements of K2 beginning with date of the merger.

The Rawlings transaction was accounted for under the purchase method of accounting;
and, accordingly, the purchased assets and liabilities assumed were recorded at their
estimated fair values at the date of the merger. The following table summarizes the total
purchase price, estimated fair values of the assets acquired and liabilities assumed, and
the resulting net intangible assets acquired at the date of the acqui

(Thousands)

Total purchase price, including estimated
merger expenses and value of K2 stock options
issued in exchange for Rawlings’ stock options

autstanding (a) $80,033
Total current assets $ 99,151
Property, plant and equipment 7,357
Other assets 305

Net tangible assets acquired (b) 106,813

Total liabilities assumed (c) 102,587
Net assets acquired (b) - (c) = (d) 4,226
Net intangible assets acquired (a) — (d) $75,807

Based on a valuation completed by K2 during 2003, net intangible assets acquired
were allocated to patents of $1.6 million with an average life of 9 years; customer
contracts of $4.2 million with an average life of 11 years; licensing arrangements of
$3.8 million with an average life of 6 years; tradenames/trademarks with indefinite lives
not subject to amortization of $21.5 million; and goodwill not subject to amortization
of $44.7 million.
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Worth Inc.

On September 16, 2003, K2 completed the acquisition of Worth, Inc. (“Worth™) in
exchange for cash and K2 common stock. Worth, a privately held company founded

in 1912, is a marketer and manufacturer of bats, balls, gloves and accessories for the
softball and baseball industry. Additionally, through its deBeer division, Worth is a
producer of equipment for lacrosse. Under the terms of the merger agreement, K2
acquired all of the outstanding shares of Worth common stock in exchange for approxi-
mately 0.9 million shares of K2’s common and a cash payment of $12.6 million, resulting
in an aggregate purchase price of approximately $27.4 million (excluding merger costs
of approximately $1.2 million). The valuation of the common stock issued in connection
with the acquisition was $16.734 per share. In connection with the acquisition, K2 paid
off the long-term and seasonal working capital debt of Worth of approximately $15 million.
The results of the operations of Worth were included in the consolidated financial state-
ments of K2 beginning on the date of acquisition.

The transaction was accounted for under the purchase method of accounting; and,
accordingly, the purchased assets and liabilities assumed were recorded at their estimated
fair values at the date of acquisition. The following table summarizes the total purchase
price allocation of the fair value of the assets acquired and liabilities assumed:

(Thousands}

Total preliminary purchase price, including

estimated merger expenses (a) $28,580
Total current assets $19,600
Property, plant and equipment 6,309
Other assets 682

Net tangible assets acquired (b) 26,591

Total liabilities assumed (c) 27,006
Net liabilities assumed (b) - (c) = (d) (415)
Net intangible assets acquired (a) — (d) $28,995

Based on a valuation completed by K2 during 2003, net intangible assets acquired
were allocated to trademarks/product design of $4.6 million with an average life of

8 years; order backlog of $0.1 million with a life of less than one year; tradenames/
trademarks with indefinite lives not subject to amortization of $11.1 miltion; and goodwili
not subject to amortization of $13.2 million.

Brass Eagle, Inc.

On December 8, 2003, K2 completed the acquisition of Brass Eagle, Inc. (“Brass
Eagle”), a designer, manufacturer and marketer of paintball products, including paintball
markers, paintballs, and accessories in a stock-for-stock exchange offer/merger transaction.
Under the terms of the merger, each outstanding share of Brass Eagle common stock
was converted into 0.6036 shares of K2 common stock. Based on the number of common
shares outstanding of Brass Eagle, approximately 4.5 million shares of K2’s common
stock were issued to the Brass Eagle shareholders, and the aggregate purchase price
of the transaction was valued at approximately $78.4 million (excluding merger costs of
approximately $3.4 million). The purchase price included fully vested K2 stock options
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Notes to Consolidated Financial Statements continued

NOTE 4 — SALE OF OPERATING DIVISION

On May 27, 2003, K2 completed the sale of the assets of the composite utility and
decorative light poles and related product lines (the “Division”) of its industrial products
segment to a subsidiary of Genlyte Thomas Group LLC. The Division was sold for
approximately $20.1 million in cash and the assumption of certain liabilities by the buyer.
The gain on sale of the Division of $2.2 million {($1.4 million, net of taxes) includes

an estimate of the costs of disposal and amounts related to the retention of certain
liabilities by K2.

NOTE 5 — INVENTORIES
Inventories consisted of the following at December 31:

{Thousands) 2003 2002

Finished goods $180,379 $104,204
Work in process 10,843 10,741
Raw materials 45930 29,301

Total inventories $237,152 $144,246

NOTE 6 — INTANGIBLE ASSETS
The components of intangible assets consisted of the following at December 31:

2003 2002
Weighted
(Thousands, Average Gross Accumulated Net Book Gross Accumulated Net Book
except for years}) Useful Life Amount Amortization  Value Amount  Amortization  Value

Intangibles subject
to amortization:

Patents 87vyears $ 12,129 $1,836 $ 10,293 $ 3,110 $1,237 $ 1,873
Customer

contracts/

relationships 8.9 years 6,576 393 6,183 —_ — —
Licensing

agreements 6.0 years 3,800 475 3,325 — — —
Tradenames/

trademarks 5.1 years 335 7 328 — — —
Order backlog 0.5 years 277 — 277 — — —

23,117 2,711 20,406 3,110 1,237 1,873

Intangibles not subject
to amortization: (by segment)

Tradename
Sporting goods 61,394 — 61,394 — — —
Goodwill
Sporting goods 140,100 — 140,100 37,224 — 37,224
Other recreational 955 — a55 1,059 — 1,059
industrial 5,992 — 5,992 3,226 — 3,226
208,441 — 208,441 41,509 — 41,509
Total intangibles $231,558  $2,711 $228,847 $44,619 $1,237 $43,382
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The increase in intangibles subject to and not subject to amortization at December 31,
2003 from December 31, 2002 is due to K2’s acquisition activities during 2003 as follows:

December 31, 2003 Activity December 31,
2002 2003
Net Acquisition Acquisition Acquisition Net
Book of of of Other Book
(Thousands) Value Rawlings Worth  Brass Eagle Acquisitions Amortization Value
Intangibles subject to amortization:
Patents $1873 $ 1600 $4667 $ 1915 $ 768 $ (530) $ 10,293
Customer
contracts/
relationships — 4,200 — — 2,376 (393) 6,183
Licensing
agreements — 3,800 — — — (475) 3,325
Tradenames/
trademarks — — — 254 81 7) 328
Order backlog — — 100 174 3 — 277

1,873 9,600 4,767 2,343 3,228 (1,405) 20,406

Intangibles not subject to amortization:

{by segment)
Tradename
Sporting goods — 21,500 11,100 24,595 4,199 — 61,394
Goodwill
Sporting goods 37,224 44,707 13,195 38,428 6,546 — 140,100
Other recreational 1,059 — — — (104) — 955
Industrial 3,226 — — — 2,766 — 5,992

41,509 66,207 24,295 63,023 13,407 — 208,441
$43,382  $75,807 $29,062 $65366 $16,635  $(1,405) $228,847

Total intangibles

Amortization expense for intangibles subject to amortization was approximately

$1.4 million for the year ended December 31, 2003. Amortization expense of intangible
assets subject to amortization is estimated to be approximately $3.1 million during
2004 and approximately $2.8 million from fiscal year 2005 through 2008.

Effective January 1, 2002, K2 adopted SFAS No. 142, “Business Combinations” and
“Goodwill and Other Intangible Assets,” which requires that K2 allocate its goodwill to its
various reporting units, determine the carrying value of those businesses, and estimate
the fair value of the reporting units so that a two-step goodwill impairment test can be
performed. These new standards require impairment testing to be performed initially
upon adoption, annually and whenever events and changes in circumstances indicate
there may be a potential impairment. K2 has three reporting units under SFAS No. 142
for purposes of its goodwill impairment test. K2's reporting units are consistent with its
operating segments as defined under SFAS No. 131 on “Disclosures about Segments
of an Enterprise and Related Information.” In the first step of the goodwill impairment
test, the fair value of each reporting unit is compared to its carrying value. If the fair value
exceeds the carrying value, goodwill is not impaired and no further testing is performed.
If the carrying value exceeds the fair value, then the second step must be performed,
and the implied fair value of the reporting unit’s goodwill must be determined and
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Notes to Consolidated Financial Statements continued

face amount of the 7.25% Debentures on K2’s balance sheet which is being amortized
{o interest expense using the effective interest method through the exercise periods,
thereby increasing the carrying value of the debentures. The net proceeds from the
sale were used to pay off a portion of K2’s senior notes.

On June 10, 2003, K2 completed the private placement of $75 million of 5.00% con-
vertible senior debentures (“5% Debentures”) due June 2010. The 5% Debentures are
convertible into 5,706,458 shares of K2 common stock at a conversion price of $13.143
per share. The net proceeds from the sale were used to pay off the outstanding balance
under the Facility with the remaining cash proceeds used for general corporate purposes
and acquisitions. The debentures are redeemable by K2 in whole or in part at K2’s option
on or after June 15, 2008 at a redemption price of 101.429% beginning on June 15, 2008
and ending on June 14, 2009, and at 100.714% beginning on June 15, 2009 and ending
on June 14, 2010.

The principal components of long-term debt at December 31 were:

(Thousands) 2003 2002

$205 million three-year secured bank revolving

credit line due March 31, 2006, interest payments

due at LIBOR plus 2.00% to 3.00% or at the prime rate plus

0.00% to 1.00%, and a commitment fee of 0.25% to 0.50%

on the unused portion of the line through March 31, 2006
Term loan payable in equal monthly instaliments through

March 31, 2006, interest payments due at LIBOR plus 3.50%

to 4.50% or at the prime rate plus 1.50% to 2.50%
$75 million convertible subordinated debentures,

due June 15, 2010 with semi-annual interest payable at 5.00%
$25 million convertible subordinated debentures,

due March 3, 2010 with quarterly interest payable at 7.25% 25,000 —
Notes payable due in seven equal annual principal installments — $ 50,000

through 2009 with semi-annual interest payabte at 9.01%
Notes payable due in six equal annual principal installments

through 2004 with semi-annual interest payable at 8.89% —
$75 million five-year secured bank revolving credit line

due December 31, 2003, interest payments due at LIBOR

plus 1.00% to 3.25% and a commitment fee of 0.225% to 0.50%

on the unused portion of the line through December 31, 2003 — —
$75 million three-year accounts receivable securitization

due March 31, 2007, interest payments due at prevailing

commercial paper rates plus 0.60% and a commitment fee

of 0.25% on the unused portion of the facility — 25,702
Foreign lines of credit — 5,255
Other — 10

207,320 89,859
(1,933) —
(72,126)  (16,852)

$133,261 $ 73,007

$ 92,320 —

15,000 —

75,000 —

8,892

Less-unamortized warrant discount
Less-amounts due within one year

36

The principal amount of long-term debts contractually maturing in each of the five years
ended December 31 following 2003 is:

{Thousands)
2004 $ 6,667
2005 6,667
2006 93,986
2007 —
2008 —
Thereafter 100,000
$207,320

Interest paid on short- and long-term debt for the years ended December 31, 2003,
2002 and 2001 was $8.1 million, $9.0 million and $13.6 million, respectively.

The credit facilities limit K2’s ability to pay cash dividends and make stock repurchases
to $1,000,000 per year. K2 did not pay any dividends or make any stock repurchases
during 2003.

The carrying amounts for the short-term lines of credit and the long-term bank revolving
credit line and term loan approximate their fair value since floating interest rates are
charged, which approximate market rates. The fair value of the $25.0 miltion and
$75.0 miltion convertible subordinated debentures, based on quoted market interest
rates, are $31.8 million and $86.2 million, respectively.

K2, including its foreign subsidiaries, enters forward exchange contracts to hedge certain
firm and anticipated purchase commitments, which are denominated in U.S. or foreign
currencies. The purpose of the foreign currency hedging activities is to reduce K2’s risk
of fluctuating exchange rates. K2’s forward contracts are accounted for as hedges
because the derivative instruments are designated and effective as hedges and reduce
K2's exposure to identified risks. The ineffective portion of derivative transactions was
not material to the results of operations for the year ended December 31, 2003. At
December 31, 2003, K2 had foreign exchange contracts with maturities of within one
year to exchange various foreign currencies to dollars in the aggregate amount of
$53.7 million. At December 31, 2003, the fair value of these contracts was an unrealized
loss of $3.3 million, which was reflected, net of taxes, as a decrease to other compre-
hensive income and as a current liability on the balance sheet. The fair value of these
contracts will be recognized in cost of products sold when the related inventory is sold
which is expected to be within one year. Counterparties on foreign exchange contracts
expose K2 to credit losses in the event of non-performance, but K2 does not anticipate
non-performance based on the credit ratings of the financial institutions.

NOTE 8 — INCOME TAXES
Income (loss) from operations before provision (credit) for income taxes for the years
ended December 31 was taxed under the following jurisdictions:

{Thousands) 2003 2002 2001
Domestic $ (726) $(8,900) $ (5.926)
Foreign 18,301 27,470 (6,049)

$17,575  $18,570 $(11,975)
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Notes to Consolidated Financial Statements continued

For 2002, K2 recorded a $2.7 million deferred tax asset refated to additional minimum
pension liability included as a component of other comprehensive income. In 2003,
K2 recognized a $250,000 reduction to this deferred tax asset as a component of
other comprehensive income. Also, in 2003, K2 recoded a $440,000 deferred tax asset
related to an additional minimum pension liability of its United Kingdom subsidiary as
a component of other comprehensive income.

In 2003, the income tax benefit attributable to employee stock option transactions of
$3.4 million was allocated to shareholders’ equity.

The IRS is currently conducting a limited scope audit of K2's Federal income tax return
for 2001. We do not believe that the outcome of these matters will have a material
adverse effect on our consolidated results of operations or consolidated financial position.

Income taxes paid, net of refunds, in the years ended December 31, 2003 and 2002
were $3.6 million and $1.5 million, respectively. No income taxes were paid in the year
ended December 31, 2001.

NOTE 9 — COMMITMENTS AND CONTINGENCIES
Future minimum payments under noncancelable operating leases as of December 31,
2003 are as follows:

{Thousands)
2004 $ 8,482
2005 6,760
2006 5,579
2007 4,917
2008 3,947
Thereafter 5,268
$34,953

Leases are primarily for rentals of facilities, and about two-thirds of these contain rights
to extend the terms from one to ten years.

Net rental expense, including those rents payable under noncancelable leases and
month-to-month tenancies, amounted to $9,378,000, $6,871,000 and $6,901,000 for
the years ended December 31, 2003, 2002 and 2001, respectively.

K2 has not experienced any substantial difficulty in obtaining raw materials, parts or
finished goods inventory for its sporting goods, other recreational products and industrial
businesses. Many components and finished products, however, are manufactured or
assembled abroad (particularly in the People’s Republic of China) and therefore could
be subject to interruption as a result of local unrest, currency exchange fluctuations,
increased tariffs, trade difficulties and other factors. A single supplier manufactures
major portions of K2’'s in-line skates. K2 believes alternate sources for these products
could be found.
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Certain of K2's products are used in relatively high risk recreational settings and from
time to time K2 is named as a defendant in lawsuits asserting product liability claims
relating to its sporting goods products. To date, none of these lawsuits has had a material
adverse effect on K2, and K2 does not expect any lawsuit now pending to have such
an effect. K2 maintains product liability, general liability and excess liability insurance
coverage. No assurances can be given such insurance continue to be available at
an acceptable cost to K2 or such coverage will be sufficient to cover one or more large
claims, or that the insurers will not successfully disclaim coverage as to a pending or
future claim.

K2 is one of several named potentially responsible parties (“PRP”} in three Environmental
Protection Agency matters involving discharge of hazardous materials at old waste sites
in South Carolina and Michigan. Although environmental laws technically impose joint
and several liability upon each PRP at each site, the extent of K2’s required financial
contribution to the cleanup of these sites is expected to be limited based upon the
number and financial strength of the other named PRP’s and the volume and types

of waste involved which might be attributable to K2.

Environmental and related remediation costs are difficult to quantify for a number of
reasons including the number of parties involved, the difficulty in determining the extent
of the contamination, the length of time remediation may require, the complexity of
environmental regulation and the continuing advancement of remediation technology.
K2 accrues for liabilities of this nature when it is probable a liability has been incurred
and the amount can be reasonably estimated. At December 31, 2003 and December 31,
2002, K2 had recorded an estimated liability of approximately $980,000 and $1,308,000,
respectively, for environmental liabilities with no insurance recovery expected. The
estimates are based on K2's share of the costs to remediate as provided by the PRP’s
consultants and in ongoing discussions with the EPA ar other environmental agencies.
The ultimate outcome of these matters cannot be predicted with certainty, however,
and taking into consideration reserves provided, management does not believe these
matters will have a material adverse effect on K2’s financial statements.

K2 is involved in lawsuits, claims, investigations and proceedings, including those
identified above, consisting of product liability, patent, commercial, employment and
environmental matters, which arise in the ordinary course of business. In accordance
with Statement of Financial Accounting Standards (“SFAS”) No. 5, “Accounting for
Contingencies,” K2 makes a provision for a liability when it is both probable that a
liability has been incurred and the amount of the loss can be reasonably estimated. K2
believes that it has adequate provisions for such matters. K2 reviews these provisions
at least quarterly and adjusts these provisions to reflect the impacts of negotiations,
settlements, rufings, advice of fegal counsel, and other information and events pertaining
to a particular legal matter. Litigation is inherently unpredictable. However, K2 believes
that it has valid defenses with respect to legal matters pending against it. Nevertheless,
it is possible that cash flows or results of operations could be materially affected in any
particular period by the unfavorable resolution of one or more of these contingencies.
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Notes to Consolidated Financial Statements continued

In addition to the amount recorded to other comprehensive income at December 31,
2003 of $6.8 million ($4.5 million net of taxes) for K2’s pension plans as noted above,
K2 also recorded an additional $1.2 million ($0.8 million net of taxes) to other compre-
hensive income at December 31, 2003 related to its pension plan in the United Kingdom.
Net pension cost consisted of the following for the year ended December 31:

Pension Plan

{Thousands) 2003 2002 2001

Net Periodic Cost

Service cost $1,695 $1519 $1,595
Interest cost 4137 4,094 3,991
Expected return on plan assets (3,570)  (4,406) (4,659)
Amortization of prior service cost 72 76 73
Recognized actuarial loss 1,029 — —
Curtailment loss 52 — —
Amortization of transition asset — — (51)
Amortization of loss (gain) — — (1)
Net periodic cost $3415 $1283 $ 948

Additional information about the pension plans as of and for the year ended December 31

is as follows:
Pension Plan

(Thousands) 2003 2002

Additional information for pension plans
with an accumulated benefit obligation in
excess of plan assets:

Projected benefit obligation $68,168 $63,530

Accumulated benefit obligation 62,120 56,276
Fair value of plan assets 46,547 43,200
Additional information:
Increase (decrease) in minimum liability included

in other comprehensive income $ (704) $ 7,545
Actual return (foss) on plan assets 7,962 (4,300)

Weighted average assumptions used to

determine benefit obligations at December 31:
Discount rate 6.25% 6.75%
Rate of compensation increase 4.00% 4.00%

Weighted average assumptions used to
determine net periodic benefit cost

Discount rate 6.75% 7.25%
Expected long-term rate of return on plan assets 8.50% 9.00%
Rate of compensation increase 4.00% 4.00%

Measurement Date December 31
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K2’s pension plans weighted average asset allocations at December 31, 2003 and 2002
by asset category are as follows:

Actual Pension Actual Simplex UAW

Allowable Plan of K2 Inc. Pension Plan
Asset Category Target Ranges 2003 2002 2003 2002
Equity 60.0% 50%-70% 58.2% 47.7% 60.0% 48.5%
Fixed Income 40.0%  30%-50% 30.5% 40.0% 32.0% 42.9%
Cash 0.0% 0%-10% 5.9% 5.9% 6.4% 6.5%
Other 0.0% 0%-10% 5.4% 6.4% 1.6% 21%
100.0% 100.0% 100.0% 100.0% 100.0%

In consideration of each plan’s funded status, participant demographics, the plans’
long-term investment objectives, and the financial status of K2, the Retirement
Committee has adopted an overall investment objective for the plans’ assets that is
consistent with a balanced approach of long-term growth of assets and significant
current income. The investment objective of each plan is expected to earn long-term
returns comprised of capital appreciation and current income sufficient to keep pace
with or exceed the actuarial liability growth rate, to fund current benefit payments and
other disbursements, and maintain or grow the purchasing power of assets.

It is desired that the plans earn returns higher than the “market,” as represented by a
benchmark index or mix of indexes reflective of the plans’ return objectives and risk
tolerance. This benchmark or “policy index” for the plans are constructed as follows:
40% S&P 500 index, 10% MCSI EAFE, 10% Russell 2500 Stock Index, 40% Merrill
Lynch Domestic Master Bond Index. The plans are expected to exceed the average
annual return of this benchmark on a risk-adjusted basis over a three to five year
rolling time period and a full market cycle.

The absolute return goal for the plans is the actuarial interest rate for the plans, which
is currently 8.5% for each plan. Each plan is expected to exceed the policy index return
and the absolute return goals each measured on a compound average annual return
basis after the deduction of investment management fees and annualized over a three
to five year rolling time period and a full market cycle.

The expected cash flows for K2’s pension plans are as follows:

Pension
{Thousands) Benefits
K2 contributions expected to be made in 2004: $4,000
Expected benefit payments (which reflect future service):
2004 $3,811
2005 4,720
2006 4,189
2007 5,004
2008 4,980

K2 also sponsors defined contribution pension plans covering most of its domestic
employees. Contributions by K2 for the defined contribution plans are determined as




134

M-0} Wio4 uo poday [enuuy

siy} Jo Buiy ayy o3 Joud [Ny Ul plEdSs SBM UBO) S| IS9I9IUI SIER] PUB PaNSS| 4003S O
saseys Buikpepun ayl AgQ pazijelale||oo st ueol syt ANnba siepjoysseys Jo UooNpal
B SB UMOUS SI UBO| SIU] JO Junowe ay] “Bulpuelsino 1saisjul paniooe pue ‘suoido
WO01S JO 8S104axX8 Ay a|qeus o} apew aakojdwa Aey B 01 00G°gE$ Buleiol Buipueisino
UBO| 9UO SEM 318U} ‘2002 PUE £00Z ‘L€ Joquiaoaq 1y "Ueld 661 PUe ueld 6661 SU
Japun suoido 3201s JO 8sI21aX8 BY} Y}IM UoJO3UU0D Ul sooko|dwd paIsoljo-uou o}
sueo| apiaaid 0} ‘9aluWIoD) uoesuadwod auyy 4O UONBITSIP SU) e ‘PBZUIOUINE S| gY

Jueib Jo s91ep |yl 1B paysIgelss
aq Aew Se SW.I9} YoNS uo ajgesioiexa ale suoido ay| uelb Jo 91ep woly S1eah us)
paaoxa 0] jou swuay 4oy suoido jo Bunuesb ayy Huwied ueld 661 PUR Ueld 6661 BUL

wesb jo

S91EP SU1 U0 S8JBYS 9] JO aNn[eA j3xIBW 8yl JO %001 Uey) SS8} 10U je souelpisqns s)l
pue 2y Jo seakojdwse Aex pue siojoalp aqibie o} pajueiB aq Aew suondo ‘{(AjeAnosdsal
L‘UBId 7661, PUE UBld 6661,) SUBIJ UONAQ %0015 SANUSDU| 66| PUB 6661 S.¢M 49PUN
SNOILJO M20.1S — €1 310N

2c9¢ 0r9$ 0529% S59% 2,EL9S Mo

LOLLS  LOLLS  000KS  SZOLS 09/ § ubiH
:saoud 0015
auou — aJeys Jad puspIAlp Ysed

/90% €009 120 $ 120 $ g0 $ 2WodUl 19N
aJeys Jad sbBujuies paniq

/90¢ €00¢%$ 220% 120 $ [FAVRY awooul 19N
ateys tad sbuiuies oiseqg
12t s 90 ¢ 6€ $ 8¢ ¢ 8¢ $ awooUl 18N
S0LL 9'GE Sy £GPy L'ay Woid ssou)
2'286$  L'/2v$ 8BYI$S  TUSES  SUiviS safes 19N
2002
FLEETN yuno4 payL puoosag 1S4 {sainby aoud 3201s
pue aseys Jod 3daoxd ‘suoiin)

Japeny

S¥2 ¢ evely ogers Sl % AV Mo

S1'8L$ GL'gl$  608L$ S.CI$  900L$ ybiH
:sooud o015
auou — aJeys Jad puspirlp yseD

vv0$ 200¢% <cl0$ 610% 100 $ awodul 19N
aseys sad sBulutes pain|q

9v0 ¢ 100% 210 $% [ZAVR] 100 $ aLuodul 19N
aseys sad sbBujuses oiseg
vILg 22 $ €€ $ 8G § Lo $ WOOU! 19N
66l¢ JAVAS 6'vS c09 (A4 Hyoud ssoun
G8Li$  8¢e6ls  089LE  966Ll% L'2G1$ s9les 1aN
£002
FEENN Yyuno4 payL puooeg sy {sainby aoud 30018
pue aseys sod 3dooxs ‘SuoliIN)

JEITED

‘papinoid usaq sey sjuswisnipe uone|sued) 1o sBuiuiea asouy)
UO SOXE]} DUIOOUI 9YRIS PUE [BISP3) "S'() 40} UOISIAOID OU pue palsanul Apusuewsd aq o}
paIapISUCD aJe saLeIpIsgns ublso) st Ul JUSWISAAUL S.Z) UlM DajelosSSE sBuiuies sy

Grsons (Si'a$  (Ggeas  (ecr'e) § £002 ‘1€ 4qwsda( Je aoueled

(z51°2) (z51°2) — — saxel ul (91°1$ 4O 18U
‘SOAIIBALISP JO an[eA Jiey ul sbueyD

07474 (0744 - — sajes Jo 1502 u paziubooal
SUNOWE 10J Jususnipe uoneolisse|oay

(1se) — (15} — soxe) ul 681§ 10 1eu ‘Aunger
Aupigen votsuad wnuuiw [euolippe ut 8bueyd
1v6'L — — 1v6°2 swisnipe uonesuel} Aouaung
bsv'a)  (oLy) (ros'y)  (080°L1L) 200z ‘1€ Joquisoa( je soueleg

(01) (0v) — — soxe] Ul £Gg$ 40 19U
‘sanileALIBP JO anfea ey ul ebuey)

(6ct) (6ch) — — saes J0 1509 u) paziubooas
SIUNOWR 10} Juawisn(pe uoneosHISSe|0aY

(v06'%) — voev)  — soxe} Ul 6£9°Z$ 4O 18U ‘Alqey
Aupige uossusd wnwiuiw [euoippe ul 8bueyd
8GL0l — — 8GLOL uswigsnipe uone|suel) Aousung)
66:02% 68V ¢ — ¢ (8eetas L00Z ‘LS Joquiadaq Je eoueleg
[LziTeT Ssjuduwnsu| suawysnipy (spuesnoy))

|etdueuly uorsudd uogiejsues]
aaneauaq wINLUuIy Aauaund

{BUOIPPY

:SMO||0) SB I (SSO0|) BLIODUI BAISUSYBIdLLOD JBLIO JO SjuaUOdWoD By |
(SS0O1) INODNI IAISNIHIHWNOD HIHLO — 11 3LON

‘sue|d 8sayy 01 psie|e)

‘Aloaoedsal ‘000°Sr2$ PUB 000°929% ‘000°ES8S 0 suolngLIuoo pasuadxe gy ‘L00g Pue
2002 ‘€002 Buung ‘saakojdwe sanoadses ayy AQ PoINQUILOD SJUNOWE 3Y) Jo Juddiad e




Notes to Consolidated Financial Statements continued

Options granted, exercised and forfeited for the 1999 Plan, 1994 Plan and options
assumed from acquisitions (collectively, “the Plans”) were as follows:

Exercise Price

Weighted

Shares Low High Average

Options outstanding at December 31, 2000 1,944,061 $7.13  $29.88 $12.30
Granted 83,000 7.75 8.76 8.32
Exercised (2,500) 713 7.13 713
Forfeited (134,600) 7.13 29.88 15.29
Options outstanding at December 31, 2001 1,889,961 713 29.88 11.91
Granted 40,000 7.30 7.30 7.30
Forfeited (69,831) 7.13 26.50 11.43
Options outstanding at December 31, 2002 1,860,130 713 29.88 11.83
Granted 617,900 7.45 17.89 7.72
Assumed from acquisitions 1,760,646 2.46 25.68 8.32
Exercised (1,217,794) 2.83 17.25 7.39
Forfeited (156,880) 713 26.50 19.29
Options outstanding at December 31, 2003 2,864,002 $2.46 $29.88 $ 9.99

At December 31, 2003, 2002 and 2001, stock options to purchase 2,289,854, 1,483,380

and 1,178,511 were exercisable at weighted average prices of $10.60, $12.97 and
$14.66, respectively. At December 31, 2003, 246,788 shares of common stock were

reserved for issuance under the Plans.

Options are granted at an exercise price equal to the fair market value at the date of
grant. Information regarding stock options outstanding as of December 31, 2003 is

as follows:
Options Outstanding Options Exercisable
Weighted

Weighted Average Weighted

Average Remaining Average

Exercise Contractual Exercise
Price Range Shares Price Life Shares Price
$2.46 - $4.87 70200  $ 449  7.34 years 70200  $ 4.49
$5.10 - $5.19 110,230 5.18 7.76 years 110,230 5.18
$7.04 - $7.13 643,387 712 7.37 years 643,389 7.12
$7.25 - $7.50 866,793 7.44 8.35 years 314,293 7.44
$7.75 - $8.76 384,006 8.36 4.32 years 367,756 8.34
$9.51 - $11.25 228,940 10.97 7.33 years 228,940 10.97
$12.16 - $13.90 167,386 13.41 6.31 years 167,386 13.41
$17.25 - $22.89 208,560 19.79 3.00 years 203,160 19.84
$23.00 - $29.88 184,500 24.98 5.66 years 184,500 24.98
Total 2,864,002 $ 9.99 6.78 years 2,289,854 $10.60
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NOTE 14 — EARNINGS PER SHARE DATA

Basic earnings per share (“EPS”) is determined by dividing net income or loss by the
weighted average number of shares outstanding during the period. Diluted EPS reflects
the potential dilutive effects of stock options and warrants, using the treasury stock
method, and of the debentures using the “if converted” method. The following represents
a reconciliation from basic shares to fully diluted shares for the respective periods.
Options to purchase 2,864,002, 1,860,130 and 1,889,961 shares of common stock
were outstanding at December 31, 2003, 2002 and 2001, respectively. At December 31,
2003, shares of common stock issuable upon conversion of the $100 million of convertible
debentures totaling 7,803,742 and warrants to purchase 767,589 of shares of common
stock were outstanding. For the years ended December 31, 2003 and 2002, 960,000
and 1,226,000 stock options, respectively, were excluded since their inclusion would
have been antidilutive. The EPS calculation for year ended December 31, 2003 also
excluded 2,097,282 shares from the issuance of $25 million convertible subordinated
debentures in February 2003, since their inclusion would have also been antidilutive.
During 2001, the computation of diluted EPS did not include the options to purchase
1,953,000 shares of common stock, because their inclusion would have been anti-dilutive.

The table below outlines the determination of the number of diluted shares of common
stock used in the calculation of diluted earnings (loss) per share as well as the calcula-
tion of diluted earnings (loss) per share for the periods presented:

Year ended
December 31
(Thausands, except per share amounts) 2003 2002 2001
Determination of diluted number of shares:
Average common shares outstanding 24,958 17,941 17,940
Assumed conversion of dilutive stock
options and warrants 622 53 —
Assumed conversion of subordinated
debentures 3,170 — —
Diluted average common shares
outstanding (b) 28,750 17,994 17,940
Calculation of diluted earnings (loss) per share:
Net income (loss) $11,424 $12,070 $(7,704)
Add: interest component on assumed
conversion of subordinated debentures,
net of taxes 1,354 — —
Net income (loss), adjusted (a) $12,778 $12,070 $(7,704)
Diluted earnings (loss) per share (a/h) $ 044 $ 067 $ (0.43)
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Notes to Consolidated Financial Statements continued
The information presented below is as of, or for, the year ended December 31.
Net Sales to Unaffiliated
Customers Intersegment Sales Operating Profit (Loss)
{Miltions) 2003 2002 2001 2003 2002 2001 2003 2002 2001
Sporting goods $569.2 $437.4 $439.5 $80.4 $68.2 $54.0 $36.2 $27.8 $ (0.9/@
Other recreational 48.3 35.6 39.8 1.4 15 2.2 (6.8) (6.6) 5.9)®)
Industriald) 101.0 109.2 110.2 0.3 0.4 0.8 8.5 9.4 11.50)
Total segment data $718.5 $582.2 $589.5 $82.1 $70.1 $57.0 37.9 30.6 4.7
Corporate expenses, net (5.8) (3.0) 3.1)
Gain on sale of operating division 2.2 — —
Debt extinguishment costs (6.8) — —
Interest expense (9.9) (9.0) (13.6)
Income {loss) before income taxes $17.6 $18.6 $(12.0)
(@) 2001 includes a charge of $16.3 million for restructuring and downsizing costs
(62001 inciudes a charge of $1.5 million for restructuring and downsizing costs
{©) 2001 includes a charge of $0.2 million for restructuring and downsizing costs
{2003 results of the industrial segment reflect the sale of the composite utility and decorative light poles and refated product lines during 2003.
Identifiable Assets Depreciation and Amortization Capital Expenditures
{Millions) 2003 2002 2001 2003 2002 2001 2003 2002 2001
Sporting goods $752.4 $319.4 $298.2 $13.5 $ 9.7 $12.0 $14.8 $7.7 $10.9
Other recreational 17.8 251 33.0 0.3 09 0.7 0.1 0.1 0.5
Industriat 65.7 69.1 63.0 2.9 3.2 3.2 1.7 0.5 1.2
Total segment data 835.9 413.6 394.2 16.7 138 15.9 16.6 8.3 12.6
Corporate 36.0 24.8 29.2 35 0.8 0.3 4.2 — —
Total $871.9 $438.4 $423.4 $20.2 $14.6 $16.2 $20.8 $8.3 $12.6
(Millions) 2003 2002 2001 NOTE 17 — SUBSEQUENT EVENTS
Net sales by location On January 23, 2004, K2 completed the acquisition of Fotoball USA, Inc., (“Fotoball”), a
United States $509.6  $392.7 $377.4 marketer and manufacturer of souvenir and promotional products, principally for team sports,
Canada 15.1 18.3 20.1 in a stock-for-stock exchange offer/merger transaction. Under the terms of the merger, each
Europe 135.1 113.4 130.5 outstanding share of Fotoball common stock was converted into 0.2757 shares of common
Asia / Pacific 58.7 57.8 61.5 stock of K2. Based on the number of common shares outstanding of Fotoball, approximately
Total foreign countries 508.9 189.5 2191 1.0 :._____w: mrm_w.a,m of K2's ﬂo:::on ﬂoww:éwqm _mwcﬁ.mn_ to the _u_oﬁoacm_»_ m:mqm:.o_awﬂ_m« MHM the
Total net sales $718.5 $582.2  $589.5 mmmqmm_m e UR... iminary purchase price of the transaction was valued a munwox_:,._m ely million.
This transaction will be accounted for under the purchase method of accounting, accordingly
Assets the purchased assets and liabilities will be recorded at their estimated fair values at the date
North America $709.5 $321.4 $3059 of the merger. The preliminary purchase price allocation is estimated to result in an excess of
Europe 105.5 72.4 751 cost over net tangible assets acquired, to be determined during the 2004 first quarter based
Asia / Pacific 56.9 44.6 424 on K2’s final evaluation of the net tangible assets. This preliminary allocation assumes the
Total assets $871.9 $438.4 $423.4 excess purchase price will be allocated to goodwill, and is thus not amortized, however the
final allocation could include identifiable intangible assets with finite and indefinite lives separate
Long-lived Assets from goodwill. Should there be assets with definite lives, those assets would be subject to
North America $2902 $ 853 § 926 amortization resulting in additional amortization expense. The final allocation of the purchase
Europe 18.1 10.3 7.4 price will also be completed during the 2004 first quarter based on K2’s final evaluation of such
Asia / Pacific 11.6 11.6 9.5 assets and liabilities. The results of the operations of Fotoball will be included in the consoli-
Total long-lived assets $319.9 $107.2 $109.5 dated financial statements of K2 beginning with the date of the merger. Subsequent to the
completion of the merger, K2 changed the name of Fotoball to K2 Licensing & Promotions, Inc.
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K2 Operating Divisions

DOMESTIC

Rawlings/Worth
ROBERT PARISH
President

1859 Bowles Avenue
Fenton, MO 63026
(636) 349-3500

Shakespeare Fishing Tackle Division
SCOTT M. HOGSETT

President

3801 Westmore Drive

Columbia, SC 29223

(803) 754-7540

Stearns

PAUL EBNET

President

1100 Stearns Drive
Sauk Rapids, MN 56379
(320) 252-1642

K2 Sports

ROBERT MARCOVITCH
President

19215 Vashon Hwy S.W.
Vashon Island, WA 98070
(206) 463-3631

Brass Eagle

LYNN SCOTT
President

1201 S. E. 30th Street
Bentonville, AR 72712
(479) 464-8700

Planet Earth
JEFF LARSEN
General Manager

CHRISTOPHER MILLER
Founder and Creative Director
5830 El Camino Real
Carlsbad, CA 92008

(800) 995-6069
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K2 Licensing & Promotions
SCOTT DICKEY

President

6740 Cobra Way

San Diego, CA 92121

(858) 909-9900

Shakespeare Monofilament
BARRY D. JOHNS

General Manager

6111 Shakespeare Road
Columbia, SC 29223

(803) 754-7011

INTERNATIONAL

K2 Hong Kong & China
ROBERT NI

General Manager

13/F Millennium Tower 3
370 Kwun Tong Road
Kowloon, Hong Kong
852-2727-8888

Shakespeare Fishing Tackle International
JOHN L. TOMSETT

Vice President and Managing Director

P.O. Box 1

Broad Ground Road

Lakeside, Redditch

Worcestershire, England B98 8NQ
44-1527-510-570

K2 Europe

GERMON KNOOP
Managing Director
Seeshaupter Strasse 60
D-82377 Penzberg, Germany
49-8856-9010

K2 Japan

KOJI MATSUNAGA

Vice President and General Manager
Nishi-Sando Yamaki Building

3-28-6 Yoyogi Shibuya-ku

Tokyo 151-0053, Japan
81-3-3320-7822

K2 Canada

185 Carlingview Drive — Unit 1
Etobicoke

Ontario, MOW 58E, Canada
(416) 679-1214

Company Websites

Rawlings/Worth
www.rawlings.com
www.worthsports.com
www.hiltoncc.com

Shakespeare Fishing Tackle
www.shakespeare-fishing.com
www.pfluegerfishing.com
www.shakespeare-marine.com
www.shakespeare-fishing.co.uk (England)
www.shakespeare.nl (Holland)
www.shakespeare.com.au (Australia)

Shakespeare Monofilament
www.shakespearemonofilaments.com
www.skpplastics.com
www.monofilament.co.uk (England})

Stearns
www.stearnsinc.com
www.maddoggear.com

K2 Sports
www.k2sports.com
www.k2skates.com
www.k2bikes.com
www.k2skis.com
www.k2snowboards.com
www.ridesnowboards.com
www.morrowsnowboards.com
www.danadesign.com
www.tubbssnowshoes.com
www.atlassnowshoe.com
www.madshus.com

K2 Licensing & Promotions
www.k2Ip.com

Planet Earth
www.earthproducts.com
www.adiofootwear.com

www.hawkshoes.com

Brass Eagle
www.brasseagle.com
www.jtusa.com
www.viewloader.com
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