








New Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board “FASB”, issued FASB Statement No. 141(R),
“Business Combinations” (“SFAS 141R”). SFAS 141R provides revised guidance for how an acquirer in a business
combination recognizes and measures in its financial statements (i) identifiable assets acquired, (ii) liabilities
assumed, (iii) noncontrolling interests in the acquiree and (iv) goodwill or a gain from a bargain purchase.
SFAS 141R also sets forth the disclosures required to be made in the financial statements related to effects of a
business combination. SFAS 141R applies to business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15, 2008. SFAS 141R is not expected
to have a material impact on our results of operations or our financial position. We are currently evaluating the
requirements and impact of SFAS 141R on our consolidated financial statements.

In December 2007, the FASB issued FASB Statement No. 160, “Noncontrolling Interests in Consolidated
Financial Statements-an amendment of ARB No. 51 (“SFAS 160”). SFAS 160 clarifies that a noncontrolling
interest in a subsidiary should be reported as equity in the consolidated financial statements. The calculation of
earnings per share will continue to be based on income amounts attributable to the parent. SFAS 160 is effective for
financial statements issued for fiscal years beginning after December 15, 2008. We are currently evaluating the
requirements and impact of SFAS 160 on our consolidated financial statements.

In February 2007, the FASB issued FASB Statement No. 159, “The Fair Value Option for Financial Assets and
Financial Liabilities Including an amendment of FASB Statement No. 115 (“SFAS 159”). SFAS 159 allows
companies the choice to measure financial instruments and certain other items at fair value. This allows the
opportunity to mitigate volatility in reported earnings caused by measuring related assets and liabilities differently
without having to apply complex hedge accounting provisions. SFAS No. 159 is effective for fiscal years beginning
after November 15, 2007. Adopting the provisions of SFAS No. 159 has not had a significant impact on our
consolidated financial statements.

In September 2006, the FASB issued FASB Statement No. 157, “Fair Value Measurements” (“FAS 157”),
which addresses how companies should measure fair value when they are required to use a fair value measure for
recognition or disclosure purposes under generally accepted accounting principles. The FASB believes that the new
standard will make the measurement of fair value more consistent and comparable and improve disclosures about
those measures. FAS 157 is effective for fiscal years beginning after November 15, 2007. Adopting the provisions of
FAS 157 has not had a material impact on our consolidated financial statements.

Off Balance Sheet Arrangements
We do not have any “off-balance sheet arrangements” as such term is defined in Item 303 of Regulation S-K of
the SEC rules.

Tabular Disclosure of Contractual Obligations

As of January 31, 2009, our contractual obligations were as follows (in thousands):

Payments Due by Period

Less than 1 1-3 3-5 More than
Contractual Obligations Total Year Years Years 5 Years
Debt obligations . ................ $ 29,048 $29,048
Operating lease obligations . ........ 72,983 19,265 $ 37,169 $11,930 $4,619
Minimum royalty payments(l)....... 117,428 35,132 78,446 3,850 —
Purchase obligations(2) ............ 8,070 8,070 — — —
Total.......................... $227,529 $91,515 $115,615  $15,780 $4,619

(1) Includes obligations to pay minimum scheduled royalty, advertising and other required payments under various
license agreements.

(2) Includes outstanding trade letters of credit, which represent inventory purchase commitments, which typically
mature in less than six months.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Impact of Inflation and Foreign Exchange

Our results of operations for the periods discussed have not been significantly affected by inflation or foreign
currency fluctuation. We negotiate our purchase orders with foreign manufacturers in United States dollars. Thus,
notwithstanding any fluctuation in foreign currencies, our cost for any purchase order is not subject to change after
the time the order is placed. However, if the value of the United States dollar against local currencies were to
decrease, manufacturers might increase their United States dollar prices for products.

We believe that inflation has not had a material effect on our costs and net revenues during the past three years.

Interest Rate Exposure

We are subject to market risk from exposure to changes in interest rates relating primarily to our line of credit.
We borrow under the line of credit to support general corporate purposes, including capital expenditures and
working capital needs. All of our debt as of January 31, 2009 will mature in less than a year and carries variable
rates. We do not expect changes in interest rates to have a material adverse effect on income or cash flows in fiscal
2010. Based on our average borrowings during fiscal 2009, we estimate that each 100 basis point increase in our
borrowing rates would result in additional interest expense to us of approximately $900,000.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

Financial statements and supplementary data required pursuant to this Item begin on page F-1 of this Report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE.

None.

ITEM 9A. CONTROLS AND PROCEDURES.

As of January 31, 2009, our management, including the Chief Executive Officer and Chief Financial Officer,
carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures
(as such term is defined in Rule 13a-15(e) under the Exchange Act). Based on that evaluation, our Chief Executive
Officer and Chief Financial Officer concluded that our disclosure controls and procedures are designed to ensure
that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is
(i) recorded, processed, summarized and reported, within the time periods specified in the Commission’s rules and
forms and (ii) accumulated and communicated to our management, including our principal executive and principal
financial officers, as appropriate to allow timely decisions regarding required disclosure, and thus, are effective in
making known to them material information relating to G-III required to be included in this report.

Changes in Internal Control over Financial Reporting

During our last fiscal quarter, there were no changes in our internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Management’s Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining an adequate system of internal control over our
financial reporting. In order to evaluate the effectiveness of internal control over financial reporting, as required by
Section 404 of the Sarbanes-Oxley Act, management has conducted an assessment, including testing, using the
criteria on Internal Control-Integrated Framework, issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO). Our system of internal control over financial reporting is designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation and fair presentation of
financial statements for external purposes in accordance with accounting principles generally accepted in the
United States.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Therefore, even those systems determined to be effective can provide only reasonable assurance
with respect to financial statement preparation and presentation. Also, projections of any evaluation of effectiveness
of internal control over financial reporting to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Based on its assessment, management has concluded that we maintained effective internal control over
financial reporting as of January 31, 2009, based on criteria in Internal Control-Integrated Framework, issued by
the COSO.

On July 8, 2008, we completed our acquisition of certain assets of the Wilsons retail outlet business. We have
excluded the internal control over financial reporting of our Wilsons business for fiscal 2009 from our assessment
of, and conclusion on the effectiveness of our internal control over financial reporting. Wilsons constituted
approximately 6.3% of our consolidated assets at January 31, 2009 and 10.8% of our net sales for the year ended
January 31, 2009.

Our independent auditors, Ernst & Young LLP, a registered public accounting firm, have audited and reported
on our consolidated financial statements and the effectiveness of our internal control over financial reporting. The
reports of our independent auditors appear on pages F-2 and F-3 of this Form 10-K and express unqualified opinions
on the consolidated financial statements and the effectiveness of our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION.

None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.

We have adopted a code of ethics and business conduct, or Code of Ethics, which applies to our principal
executive officer, principal financial officer, principal accounting officer or controller and persons performing
similar functions. Our Code of Ethics is located on our Internet website at www.g-iii.com under the heading “About
G-III.” Any amendments to, or waivers from, a provision of our Code of Ethics that apply to our principal executive
officer, principal financial officer, principal accounting officer or controller and persons performing similar
functions will be disclosed on our internet website within five business days following such amendment or waiver.
The information contained on or connected to our Internet website is not incorporated by reference into this
Form 10-K and should not be considered part of this or any other report we file with or furnish to the Securities and
Exchange Commission.

The information required by Item 401 of Regulation S-K regarding directors is contained under the heading
“Proposal No. 1 — Election of Directors” in our definitive Proxy Statement (the “Proxy Statement”) relating to our
Annual Meeting of Stockholders to be held on or about June 9, 2009, to be filed pursuant to Regulation 14A of the
Securities Exchange Act of 1934 with the Securities and Exchange Commission, and is incorporated herein by
reference. For information concerning our executive officers and other significant employees, see “Business-
Executive Officers of the Registrant” in Item 1 above in this Report.

The information required by Item 405 of Regulation S-K is contained under the heading “Section 16(a)
Beneficial Ownership Reporting Compliance” in our Proxy Statement and is incorporated herein by reference. The
information required by Items 407(c)(3), (d)(4), and (d)(5) of Regulation S-K is contained under the heading
“Corporate Governance” in our Proxy Statement and is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION.

The information required by this Item 11 is contained under the headings “Executive Compensation” and
“Compensation Committee Report” in our Proxy Statement and is incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS.

Security ownership information of certain beneficial owners and management as called for by this Item 12 is
incorporated by reference to the information set forth under the heading “Beneficial Ownership of Common Stock
by Certain Stockholders and Management” in our Proxy Statement.

Equity Compensation Plan Information

The following table provides information as of January 31, 2009, the last day of fiscal 2009, regarding
securities issued under G-III’s equity compensation plans that were in effect during fiscal 2009.

Weighted Average Number of Securities Remaining

Number of Securities to Exercise Price of Available for Future Issuance

be Issued Upon Exercise Outstanding Under Equity Compensation

of Outstanding Options, Options, Warrants Plans (Excluding Securities
Plan Category Warrants and Rights and Rights Reflected in Column (a)

Equity compensation plans
approved by
stockholders(1) ....... 1,003,750 $10.33(2) 280,151

Equity compensation plans
not approved by
stockholders. . ........ N/A N/A N/A

Total ............... 1,003,750 $10.33(2) 280,151

(1) The number of shares of Common Stock available for issuance under our 2005 Stock Incentive Plan (the
“Plan”) is subject to an automatic annual increase on each January 31 during the term of the Plan equal to six
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percent (6%) of the total number of issued and outstanding shares of Common Stock on each such date
(excluding any shares held in treasury).

(2) Exercise price has been adjusted to give retroactive effect to a three-for-two split of our Common Stock effected
on March 28, 2006.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE.
The information required by this Item 13 is contained under the headings “Certain Relationships and Related
Transactions” and “Corporate Governance” in our Proxy Statement and is incorporated herein by reference.
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

The information required by this Item 14 is contained under the heading ‘“Principal Accounting Fees and
Services” in our Proxy Statement and is incorporated herein by reference.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.
(a) 1. Financial Statements.
2. Financial Statement Schedules.

The Financial Statements and Financial Statement Schedules are listed in the accompanying index to
consolidated financial statements beginning on page F-1 of this report. All other schedules, for which provision
is made in the applicable accounting regulations of the Securities and Exchange Commission are not required under
the related instructions, are shown in the financial statements or are not applicable and therefore have been omitted.

3. Exhibits:

(a) The following exhibits filed as part of this report or incorporated herein by reference are management
contracts or compensatory plans or arrangements: Exhibits 10.1, 10.1(a), 10.1(b), 10.10, 10.12, 10.12(a), 10.13,
10.14, 10.19, 10.20, 10.23, 10.23(a), 10.23(b), 10.27 and 10.28.

3.1 Certificate of Incorporation.(1)

3.1(a)  Certificate of Amendment of Certificate of Incorporation, dated June 8, 2006.(2)

3.2 By-Laws, as amended, of G-III Apparel Group, Ltd. (“G-1II")(18)

4.1 Securities Purchase Agreement, dated July 13, 2006, by and among G-III, Prentice Capital Partners, LP,

Prentice Capital Partners QP, LP, Prentice Capital Offshore, Ltd., GPC XLIII, LLC, PEC I, LLC and
S.A.C. Capital Associates, LLC.(4 )

4.2 Registration Rights Agreement, dated July 13, 2006, by and among G-III, Prentice Capital Partners, LP,
Prentice Capital Partners QP, LP, Prentice Capital Offshore, Ltd., GPC XLIII, LLC, PEC I, LLC and
S.A.C. Capital Associates, LLC.(4)
4.3 Form of Warrant.(4)
10.1 Employment Agreement, dated February 1, 1994, between G-III and Morris Goldfarb.(5)
10.1(a)  Amendment, dated October 1, 1999, to the Employment Agreement, dated February 1, 1994, between
G-III and Morris Goldfarb.(5)
10.1(b) ~ Amendment, dated January 28, 2009, to Employment Agreement, dated February 1, 1994, between
G-III and Morris Goldfarb.(23)
10.2 Amended and Restated Financing Agreement, dated as of April 3, 2008 (“Financing Agreement”), by
and among The CIT Group/Commercial Services, Inc., as Agent, the Lenders that are parties thereto,
G-III Leather Fashions, Inc., J. Percy For Marvin Richards, Ltd., CK Outerwear, LLC, A. Marc & Co.,
Inc. and Andrew and Suzanne Company Inc.(3)
10.2(a)  Joinder and Amendment No. 1, dated July 21, 2008, to Financing Agreement.

10.3 Lease, dated September 21, 1993, between Hartz Mountain Associates and G-II1.(5)
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10.3(a)
10.3(b)

10.3(c)

10.4
10.4(a)
10.5
10.5(a)
10.6
10.7
10.7(a)
10.8
10.9

10.9(a)
10.10
10.10(a)

10.10(b)
10.10(c)

10.11

10.11(a)

10.11(b)

10.12

10.12(a)

10.12(b)

10.13
10.13(a)

10.13(b)

10.14
10.15

10.16

10.17
10.18

Lease renewal, dated May 27, 1999, between Hartz Mountain Associates and G-IIL.(5)

Lease modification agreement, dated March 10, 2004, between Hartz Mountain Associates and
G-II1.(10)

Lease modification agreement, dated February 23, 2005, between Hartz Mountain Associates and
G-III.(11)

Lease, dated June 1, 1993, between 512 Seventh Avenue Associates (“512”) and G-II1.(5)

Lease amendment, dated July 1, 2000, between 512 and G-IIL.(5)

Lease, dated January 31, 1994, between 512 and G-IIL.(5)

Lease amendment, dated July 1, 2000, between 512 and G-II1.(5)

Lease, dated February 10, 2009, between IRET Properties and AM Retail Group, Inc.

G-III Apparel Group, Ltd. 1997 Stock Option Plan, as amended the “1997 Plan”.(10)

Form of Option Agreement for awards made pursuant to the G-III Apparel Group, Ltd. 1997 Plan.(11)
Letter Agreement, dated December 2, 1998, between G-III and Aron Goldfarb.(5)

G-IIT Apparel Group, Ltd. 1999 Stock Option Plan for Non-Employee Directors, as amended the
“1999 Plan”.(12)

Form of Option Agreement for awards made pursuant to the 1999 Plan.

G-III Apparel Group, Ltd. 2005 Stock Incentive Plan, as amended the “2005 Plan”.(13)

Form of Option Agreement for awards made pursuant to the 2005 Plan.

Form of Restricted Stock Agreement for restricted stock awards made pursuant to the 2005 Plan.(14)
Form of Deferred Stock Award Agreement for restricted stock unit awards made pursuant to the
2005 Plan.(20)

Stock Purchase Agreement, dated as of July 11, 2005, by and among Sammy Aaron, Andrew Reid, Lee
Lipton, John Pollack, Sammy Aaron, as Sellers’ Representative, G-III Leather Fashions, Inc. and
G-II1.(6)

Amendment to Stock Purchase Agreement, dated January 30, 2007, amending the Stock Purchase
Agreement, dated July 11, 2005, by and among Sammy Aaron, Andrew Reid, Lee Lipton, John Pollack,
Sammy Aaron, as Sellers’ Representative, G-III Leather Fashions, Inc and G-III.(15)

Amendment to Stock Purchase Agreement, dated May 7, 2008, amending the Stock Purchase
Agreement, dated July 11, 2005, by and among Sammy Aaron, Andrew Reid, Lee Lipton,
John Pollack, Sammy Aaron, as Sellers’ Representative, G-III Leather Fashions, Inc and G-II1.(19)

Asset Purchase Agreement, dated as of July 11, 2005, by and among G-III Leather Fashions, Inc., G-III,
Winlit Group, Ltd., David Winn and Richard Madris.(6)

Amendment to Asset Purchase Agreement, dated January 30, 2007, amending the Asset Purchase
Agreement, dated July 11, 2005, by and among Stusam, Inc., a New York corporation formerly known as
Winlit Group, Ltd., David Winn and Richard Madris, G-III Leather Fashions, Inc. and G-III.(15)

Amendment to Asset Purchase Agreement, dated May 7, 2008, amending the Asset Purchase
Agreement, dated July 11, 2005, by and among Stusam, Inc., a New York corporation formerly
known as Winlit Group, Ltd., David Winn and Richard Madris, G-III Leather Fashions, Inc. and
G-II1.(19)

Employment Agreement, dated as of July 11, 2005, by and between Sammy Aaron and G-III.(6)

Amendment, dated October 3, 2008, to Employment Agreement, dated as of July 11, 2005, by and
between Sammy Aaron and G-II1.(22)

Amendment, dated January 28, 2009, to Employment Agreement, dated as of July 11, 2005, by and
between Sammy Aaron and G-II1.(23)

Lease agreement dated June 29, 2006 between The Realty Associates Fund VI, LP and G-III.(2)

Asset Purchase Agreement, dated May 24, 2007, by and among G-III, G-III Leather Fashions, Inc.,
Starlo Fashions, Inc. Jessica Howard, Ltd., Industrial Cotton, Inc., Robert Glick and Mary Williams.(16)

Purchase Agreement, dated February 11, 2008, by and among G-III Leather Fashions, Inc., AM Apparel
Holdings, Inc. and GB Holding I, LLC.(17)

Form of Deferred Stock Award Agreement.(20)
Form of Executive Transition Agreement.(20)
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10.19 Asset Purchase Agreement, dated July 8, 2008, by and among AM Retail Group, Inc., Wilsons The
Leather Experts, Inc. (“Parent”) and numerous subsidiaries of Parent.(21)

21 Subsidiaries of G-III.
23.1 Consent of Independent Registered Public Accounting Firm, Ernst & Young LLP
31.1 Certification by Morris Goldfarb, Chief Executive Officer of G-III Apparel Group, Ltd., pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002, in connection with G-III Apparel Group, Ltd.’s Annual
Report on Form 10-K for the fiscal year ended January 31, 2009.

31.2 Certification by Neal S. Nackman, Chief Financial Officer of G-III Apparel Group, Ltd., pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002, in connection with G-III Apparel Group, Ltd.’s Annual
Report on Form 10-K for the fiscal year ended January 31, 2009.

32.1 Certification by Morris Goldfarb, Chief Executive Officer of G-III Apparel Group, Ltd., pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in
connection with G-IIT Apparel Group, Ltd.’s Annual Report on Form 10-K for the fiscal year ended
January 31, 2009.

322 Certification by Neal S. Nackman, Chief Financial Officer of G-III Apparel Group, Ltd., pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in
connection with G-III Apparel Group, Ltd.’s Annual Report on Form 10-K for the year ended January 31,
20009.

(1) Previously filed as an exhibit to G-III’s Registration Statement on Form S-1 (no. 33-31906), which exhibit is
incorporated herein by reference.

(2) Previously filed as an exhibit to G-1II's Quarterly Report on Form 10-Q for the fiscal quarter ended July 31,
2006 filed on September 13, 2006, which exhibit is incorporated herein by reference.

(3) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on April 8, 2008, which exhibit is
incorporated herein by reference.

(4) Previously filed as an exhibit to G-III's Report on Form 8-K filed on July 14, 2006, which exhibit is
incorporated herein by reference.

(5) Previously filed as an exhibit to G-III’s Annual Report on Form 10-K/A for the fiscal year ended January 31,
2006 filed on May 8, 2006, which exhibit is incorporated herein by reference.

(6) Previously filed as an exhibit to G-III's Report on Form 8-K filed on July 15, 2005, which exhibit is
incorporated herein by reference.

(7) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on March 2, 2006, which exhibit is
incorporated herein by reference.

(8) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on August 1, 2006, which exhibit is
incorporated herein by reference.

(9) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on March 7, 2007, which exhibit is
incorporated herein by reference.

(10) Previously filed as an exhibit to G-III’s Annual Report on Form 10-K for the fiscal year ended January 31,

2004, which exhibit is incorporated here in by reference.

(11) Previously filed as an exhibit to G-III'’s Annual Report on Form 10-K for the fiscal year ended January 31,
2005, which exhibit is incorporated herein by reference.

(12) Previously filed as an exhibit to G-III’s Annual Report on Form 10-K for the fiscal year ended January 31,
2006 filed on May 1, 2006, which exhibit is incorporated herein by reference.

(13) Previously filed as an exhibit to G-III’s Quarterly Report on Form 10-Q for the fiscal quarter ended July 31,
2007 filed on September 13, 2007, which exhibit is incorporated herein by reference.

(14) Previously filed as an exhibit to G-III's Report on Form 8-K filed on June 15, 2005, which exhibit is
incorporated herein by reference.

(15) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on February 1, 2007, which exhibit is
incorporated herein by reference.
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(16) Previously filed as an exhibit to G-III's Report on Form 8-K filed on May 31, 2007, which exhibit is
incorporated herein by reference.

(17) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on February 15, 2008, which exhibit is
incorporated herein by reference.

(18) Previously filed as an exhibit to G-III's Annual Report on Form 10-K for the fiscal year ended January 31,
2008, filed on April 15, 2008, which exhibit is incorporated herein by reference.

(19) Previously filed as an exhibit to G-III’'s Report on Form 8-K filed on May 9, 2008, which exhibit is
incorporated herein by reference.

(20) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on July 2, 2008, which exhibit is
incorporated herein by reference.

(21) Previously filed as an exhibit to G-III’'s Report on Form 8-K filed on July 14, 2008, which exhibit is
incorporated herein by reference.

(22) Previously filed as an exhibit to G-III’'s Report on Form 8-K filed on October 6, 2008, which exhibit is
incorporated herein by reference.

(23) Previously filed as an exhibit to G-III’s Report on Form 8-K filed on February 3, 2009, which exhibit is
incorporated herein by reference.

Exhibits have been included in copies of this Report filed with the Securities and Exchange Commission. We
will provide, without charge, a copy of these exhibits to each stockholder upon the written request of any such
stockholder. All such requests should be directed to G-III Apparel Group, Ltd., 512 Seventh Avenue, 35th floor,
New York, New York 10018, Attention: Mr. Wayne S. Miller, Secretary.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

G-IIT APPAREL GROUP, LTD.

By: /s/  Morris Goldfarb

Morris Goldfarb,
Chief Executive Officer

April 16, 2009

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ Morris Goldfarb Director, Chairman of the Board and Chief April 16, 2009
Morris Goldfarb Executive Officer (principal executive

officer)

/s/  Neal S. Nackman Chief Financial Officer (principal financial April 16, 2009
Neal S. Nackman and accounting officer)
/s/  Sammy Aaron Director and Vice Chairman April 16, 2009
Sammy Aaron
/s/  Thomas J. Brosig Director April 16, 2009
Thomas J. Brosig
/s/  Pieter Deiters Director April 16, 2009
Pieter Deiters
/s/  Alan Feller Director April 16, 2009
Alan Feller
/s/ Carl Katz Director April 16, 2009
Carl Katz
/s/  Laura Pomerantz Director April 16, 2009
Laura Pomerantz
/s/ Willem van Bokhorst Director April 16, 2009

Willem van Bokhorst

/s/  Richard White Director April 16, 2009
Richard White
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10.2(a)
10.6
10.9(a)
10.10(a)
21

23.1
31.1

31.2

32.1

32.2

EXHIBIT INDEX

Joinder and Amendment No. 1, dated July 21, 2008, to Financing Agreement.
Lease, dated February 10, 2009, between IRET Properties and AM Retail Group, Inc.
Form of Option Agreement for awards made pursuant to the 1999 Plan

Form of Option Agreement for awards made pursuant to the 2005 Plan

Subsidiaries of G-III.

Consent of Independent Registered Public Accounting Firm, Ernst & Young LLP.

Certification by Morris Goldfarb, Chief Executive Officer of G-III Apparel Group, Ltd., pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002, in connection with G-IIT Apparel Group, Ltd.’s Annual
Report on Form 10-K for the fiscal year ended January 31, 2009.

Certification by Neal S. Nackman, Chief Financial Officer of G-III Apparel Group, Ltd., pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002, in connection with G-IIT Apparel Group, Ltd.’s Annual
Report on Form 10-K for the fiscal year ended January 31, 2009.

Certification by Morris Goldfarb, Chief Executive Officer of G-III Apparel Group, Ltd., pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in
connection with G-III Apparel Group, Ltd.’s Annual Report on Form 10-K for the fiscal year ended
January 31, 2009.

Certification by Neal S. Nackman, Chief Financial Officer of G-III Apparel Group, Ltd., pursuant to
18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in

connection with G-IIT Apparel Group, Ltd.’s Annual Report on Form 10-K for the year ended January 31,
20009.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of G-III Apparel Group, Ltd.

We have audited the accompanying consolidated balance sheets of G-III Apparel Group, Ltd. and subsidiaries
as of January 31, 2009 and 2008, and the related consolidated statements of operations, stockholders’ equity, and
cash flows for each of the three years in the period ended January 31, 2009. Our audits also included the financial
statement schedule listed in the index at Item 15(a). These financial statements and schedule are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financial statements and
schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of G-III Apparel Group, Ltd. and subsidiaries at January 31, 2009 and 2008,
and the consolidated results of their operations and their cash flows for each of the three years in the period ended
January 31, 2009, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the
related financial statement schedule, when considered in relation to the basic financial statements taken as a whole,
presents fairly in all material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), G-III Apparel Group, Ltd. and subsidiaries’ internal control over financial reporting as of
January 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated March 31, 2009
expressed an unqualified opinion thereon.

/s/ ERNST & YOUNG LLP

New York, New York
March 31, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of G-III Apparel Group, Ltd.

We have audited G-IIT Apparel Group Ltd. and subsidiaries internal control over financial reporting as of
January 31, 2009, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). G-III Apparel Group
Ltd. and subsidiaries management is responsible for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion on
the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

As indicated in the accompanying Management’s Report on Internal Control over Financial Reporting, manage-
ment’s assessment of and conclusion on the effectiveness of internal controls over financial reporting did not include the
internal controls of Wilsons The Leather Experts, acquired in July 2008, which is included in the fiscal year 2009
consolidated financial statements of G-III Apparel Group, Ltd. and subsidiaries and constituted approximately 6% and
6% of total assets and net assets, respectively, as of January 31, 2009 and approximately 11% of net sales, for the year
then ended. Our audit of internal control over financial reporting of G-III Apparel Group and subsidiaries also did not
include an evaluation of the internal controls over financial reporting of Wilsons The Leather Experts.

In our opinion, G-III Apparel Group, Ltd. and subsidiaries maintained, in all material respects, effective
internal control over financial reporting as of January 31, 2009, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of G-III Apparel Group, Ltd. and subsidiaries as of January 31,
2009 and 2008, and the related consolidated statements of operations, stockholders’ equity, and cash flows for each
of the three years in the period ended January 31, 2009 of G-III Apparel Group, Ltd. and subsidiaries, and our report
dated March 31, 2009 expressed an unqualified opinion thereon.

/s/ Ernst & Young LLP

New York, New York
March 31, 2009
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G-III Apparel Group, Ltd. and Subsidiaries

CONSOLIDATED BALANCE SHEETS
January 31,

2009 2008

(In thousands, except
share amounts)

ASSETS
CURRENT ASSETS
Cash and cash equivalents . ............ .. ...t $ 2,508 $ 38,341
Accounts receivable, net of allowance for doubtful accounts and sales discounts of
$20,989 and $22,724, respectively. . ... ... 69,695 66,944
INVENtOMIES . . . . o e 116,612 59,934
Deferred INCOME tAXES . . . . vt ottt e e e e e 11,565 10,046
Prepaid expenses and other current assets . . .. ..........ooinitteenne... 10,319 8,500
Total CUITENt ASSELS . . . v vt et et e e e e e e e e e e e 210,699 183,765
PROPERTY, PLANT AND EQUIPMENT, NET . ... ...... ... ... . ... ....... 9,863 5,261
DEFERRED INCOME TAXES . . .. .. . . e 11,640 3,944
OTHER INTANGIBLES, NET. . . . ... e 21,406 11,143
GOODWILL . . .. e 25,494 31,746
OTHER ASSETS. . . . e e e 1,858 1,839

$280,960  $237,698

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES

Notes payable . ... ... ... $ 29,048 $ 13,060
Income taxes payable . . .. ... .. 5,222 4,348
Accounts payable . . . . ... 51,463 24,290
ACCTUEA EXPEINSES. . .« o v v vttt et e e e 19,299 15,461
Contingent purchase price payable ... ... ... ... ... .. 4,935 4,894
Deferred iINCOME tAXES . . . . v ot it it e e e e 1,578 1,298
Total current liabilities . . . .. .. ... ... .. e 111,545 63,351
DEFERRED INCOME TAXES . .. ... e 6,648 —
OTHER NON- CURRENT LIABILITIES . ...... ... ... .. . ... 538 473
TOTAL LIABILITIES . . . . ... e 118,731 63,824

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS’ EQUITY
Preferred stock; 1,000,000 shares authorized; No shares issued and outstanding
Common stock — $.01 par value; 40,000,000 shares authorized; 17,063,022 and

16,839,004 shares issued. . . . ... ... . 171 168
Additional paid-in capital . . . ..., 99,486 97,105
Retained earnings. . . . ...ttt 63,542 77,571

163,199 174,844
Common stock held in treasury — 367,225 shares at cost ... ................. (970) (970)

162,229 173,874
$280,960  $237,698

The accompanying notes are an integral part of these statements.
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G-III Apparel Group, Ltd. and Subsidiaries
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended January 31,

2009 2008 2007
(In thousands, except per share amounts)
Net Sales . ..ottt $711,146  $518,868  $427,017
Costof goods sold . . ... ... . 510,455 379,417 311,470
Gross profit. . .. ... 200,691 139,451 115,547
Selling, general and administrative eXpenses . .. ................... 164,098 101,669 83,258
Goodwill impairment . .. ........ ... 31,202 — —
Trademark impairment . .. ....... ... . . 2,321 — —
Depreciation and amortization. . . .. ............ ... 6,947 5,427 4,431
Operating profit (10SS) . . ... ... (3,877) 32,355 27,858
Interest and financing charges, net. . ............ ... ... ... .. .... 5,564 3,158 6,362
Income (loss) before income taxes . .. ............oun.... (9,441) 29,197 21,496
Income tax eXPensSe . . . ... ...ttt 4,588 11,707 8,307
Net income (I0SS) . .. oottt $(14,029) $ 17,490 $ 13,189
NET INCOME (LOSS) PER COMMON SHARE:
Basic:
Net income (loss) per common share . .. ..................... $ (08 $ 109 $ 1.00
Weighted average number of shares outstanding . . . ............. 16,536 16,119 13,199
Diluted:
Net income (loss) per common share . .. ..................... $ (08) $ 105 $ 094
Weighted average number of shares outstanding . . . ............. 16,536 16,670 13,982

The accompanying notes are an integral part of these statements.
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G-III Apparel Group, Ltd. and Subsidiaries

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
Years ended January 31, 2009, 2008 and 2007

Additional Common
Common Paid-in Retained Stock Held
Stock Capital Earnings in Treasury Total
(In thousands)

Balance as of January 31,2006.............. $127 $36,262 $ 46,592 $(970) $ 82,011
Employee stock options exercised . .. ......... 3 980 983
Tax benefit from exercise of options . ......... 1,325 1,325
Fair value of shares vested in connection with

aACqUISIONS. . . oot 2,696 2,696
Amortization share-based compensation. . ... ... 425 425
Shares issued in connection with private

placement, net. . .. ........... ... ... .... 15 14,998 15,013
Netincome. ... ......... ... 13,189 13,189
Balance as of January 31,2007 . ............. 145 56,686 59,781 (970) 115,642
Employee stock options exercised . . . ......... 4 1,105 1,109
Tax benefit from exercise of options . ......... 2,117 2,117
Amortization share-based compensation. . . . . . .. 703 703
Shares issued in connection with public offering,

DO e 19 36,494 36,513
Decrease in liability for unrecognized tax

benefits. . ....... ... .. .. ... 300 300
Netincome. . ... ... .. 17,490 17,490
Balance as of January 31,2008 .............. 168 97,105 77,571 970) 173,874
Employee stock options exercised . . .......... 3 583 586
Tax benefit from exercise of options . . ........ 438 438
Amortization share-based compensation. . ... ... 1,360 1,360
Netloss . oo v v (14,029) (14,029)
Balance as of January 31,2009.............. $171 $99.,486 $ 63,542 $(970) $162,229

The accompanying notes are an integral part of this statement.
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G-III Apparel Group, Ltd. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended January 31,

2009 2008 2007
(In thousands)
Cash flows from operating activities
Net income (10SS) . . . o v ot e e e $(14,029) $ 17,490 $ 13,189
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities,
net of assets and liabilities acquired:
Depreciation and amortization. . . . . .. ... ... e 6,947 5,427 4431
Goodwill and trademark impairment charges . . .. ....... ... ... ... 33,523 — —
Stock based compensation . . . .. .. ... 1,360 703 425
Deferred financing charges. . . . . . . . ... 470 711 843
Write off of note payable . . . .. .. .. ... — (770) —
Deferred inCOME taXes. . . . . . ottt e e (4,808) (4,613) (1,563)
Changes in operating assets and liabilities:
Accounts receivable, NEt. . . . . . . . . e 2,449 (5,984) (15,209)
TNVENLOTIES . . . o . o ot o e e e (28,682) (18,388) (7,716)
Income taxes, NEL . . . . . . . o it e 874 2,035 344
Prepaid expenses and other current assets. . . . .. ... ... ... (149) 857 (2,752)
Other assets, NEt . . . . . . . . ottt e (104) (171) 713
Accounts payable, accrued expenses and other liabilities . . . .. ...... .. ... ... .. ... . 24,667 13,326 5,873
Net cash provided by (used in) operating activities . . ... .. ........... .. ..., 22,518 10,623 (1,422)
Cash flows from investing activities
Capital expenditures. . . . .. .. ... (2,411) (1,445) (2,461)
Acquisition of Jessica Howard/Industrial Cotton. . . . ... ... ... ... .. .. ... . ... ... .. — (8,303) —
Acquisition of Andrew Marc, net of cash acquired . . . .. ... ... .. ... . . L L. (43,051) — —
Acquisition of Wilsons, net of cash acquired . . . .. ... ... .. ... . (24,997) — —
Contingent purchase price paid. . . . .. ... .. e (4,904) (3,741) (3,199)
Net cash used in investing activities . . . . . .. . ...t $(75,363)  $(13,489) $ (5,660)
Cash flows from financing activities
Proceeds from (repayment of) notes payable, NEt . . . . . .o oottt $15988 $ (1,599) $ 1,565
Repayment of term loan . . . . . .. .. —_ (8,656) (6,600)
Payments for capital lease obligations . . . . .. .. ... . .. ... . — (303) (209)
Proceeds from sale of common stock, net . . . ... ... ... ... — 36,513 15,013
Proceeds from exercise of stock options . . . .. .. ... L L 586 1,109 983
Tax benefit from exercise of stock options . .. ....... . ... .. .. . L L 438 2,117 1,325
Net cash provided by financing activities. . . .. .. ... ... .. ... . 17,012 29,181 12,077
Net increase (decrease) in cash and cash equivalents . . .. .......... ... ... ......... (35,833) 26,315 4,995
Cash and cash equivalents at beginning of year. . . . ......... ... ... .. ... .. ... 38,341 12,026 7,031
Cash and cash equivalents at end of year. . . . .. ... ... ... ... . . $ 2,508 $38341 $ 12,026
Supplemental disclosures of cash flow information:
Cash paid during the year for:
INEETESt. . . o o o o e $ 5002 $ 2624 $ 5,761
INCOME LAXES . . . . . ot e e e 8,085 12,131 8,435
Supplemental schedule of non-cash investing and financing activities:
Fair value of vested shares issued in connection with acquisitions of Marvin Richards and Winlit . . $ 2,696

Detail of Jessica Howard/Industrial Cotton acquisition:

Acquired intangibles . . .. ... $ 4812

Fair value of other assets acquired. . . .. ... ... ... ... 3,491

Fair value of total assets acquired . . . . ... ... .. ... $ 8,303
Detail of Andrew Marc acquisition:

Acquired intangibles . . . . ... $ 36,595

Fair value of other assets acquired, net. . . . .. .. ... ... ... 19,176

Fair value of total assets acquired . . . . ... ... ... 55,771

Liabilities assumed . . . . . . . . ... (12,643)

Cash paid for acquisition. . . . . ... .. 43,128

Cash acquired . . . . . . ... _

Net cash paid for acquisition . . . .. ... ... . L $ 43,051
Detail of Wilsons acquisition:

Fair value of total assets acquired . . . . ... ... .. ... $ 25,715

Liabilities assumed . . . . . . . . ... (631)

Cash paid for acquisition. . . . . ... ... ... 25,084

Cash acquired . . . . . . ... _87

Net cash paid for acquisition . . . ... ... ... .. .. ... e $ 24,997

The accompanying notes are an integral part of these statements.
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G-III Apparel Group, Ltd. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2009, 2008 and 2007

NOTE A — SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied in the preparation of the accompanying
consolidated financial statements follows:

1. Business Activity and Principles of Consolidation

As used in these financial statements, the term “Company” or “G-III"" refers to G-III Apparel Group, Ltd. and
its wholly-owned subsidiaries. The Company designs, manufactures, imports, and markets an extensive range of
outerwear and sportswear apparel which is sold to retailers primarily in the United States. The Company also
operates retail outlet stores.

The Company consolidates the accounts of all its wholly-owned subsidiaries. All material intercompany
balances and transactions have been eliminated.

References to fiscal years refer to the year ended or ending on January 31 of that year.

2. Cash Equivalents

The Company considers all highly liquid investments purchased with a maturity of three months or less to be
cash equivalents.

3. Revenue Recognition

Goods are shipped to retailers in accordance with specific customer orders. The Company recognizes
wholesale sales when the risks and rewards of ownership have transferred to the customer, determined by the
Company to be when title to the merchandise passes to the customer. In addition, the Company acts as an agent in
brokering sales between customers and overseas factories. On these transactions, the Company recognizes
commission fee income on sales that are financed by and shipped directly to the customers. Title to goods shipped
by overseas vendors, transfers to customers when the goods have been delivered to the customer. The Company
recognizes commission income upon the completion of the delivery by its vendors to the customer. The Company
recognizes retail sales upon customer receipt of the merchandise generally at the point of sale. The Company’s sales
are recorded net of applicable sales taxes.

4. Returns and Allowances

The Company reserves against known chargebacks, as well as for an estimate of potential future deductions
and returns by customers. The Company establishes these reserves for returns and allowances based on current and
historical information and trends. Allowances are established for trade discounts, markdowns, customer advertising
agreements and operational chargebacks, which include shipping violations and freight charges. Estimated costs
associated with allowable deductions for customer advertising expenses are reflected as selling, general and
administrative expenses. Estimated costs associated with trade discounts and markdowns, net of historical
recoveries, operational chargebacks and reserves for returns are reflected as a reduction of net sales. All of these
reserves are part of the allowances netted against accounts receivable.

The Company estimates an allowance for doubtful accounts based on the creditworthiness of its customers as
well as general economic conditions. Consequently, an adverse change in those factors could affect the Company’s
estimate. The Company writes off uncollectible trade receivables once collection efforts have been exhausted and
third parties confirm the balance is not recoverable.
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G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

5. Inventories

Wholesale inventories are stated at the lower of cost (determined by the first-in, first-out method) or market.
Retail inventories are valued at the lower of cost or market as determined by the retail inventory method.

6. Goodwill and Other Intangibles

Goodwill represents the excess of purchase price over the fair value of net assets acquired in business
combinations accounted for under the purchase method of accounting. Goodwill and intangible assets deemed to
have indefinite lives are not amortized, but are subject to annual impairment tests, using a test combining a
discounted cash flow approach and a market approach. Other intangibles with determinable lives, including license
agreements, trademarks, customer lists and non-compete agreements are amortized on a straight-line basis over the
estimated useful lives of the assets (currently ranging from 3.5 to 15 years). Impairment losses, if any, on intangible
assets with finite lives are recorded when indicators of impairment are present and the discounted cash flows
estimated to be derived from those assets are less than the assets’ carrying amounts.

7. Depreciation and Amortization

Depreciation and amortization are provided for by straight-line methods in amounts sufficient to relate the cost
of depreciable assets to operations over their estimated useful lives.

The following are the estimated lives of the Company’s fixed assets:

Machinery and equipment. . . . . ... ... 5 years
Furniture and fiXtures . . . ... ... e 5 years
Computer equipment and software . . ......... ... ... 2 to 5 years

Leasehold improvements are amortized over the lease term of the respective leases or the useful lives of the
improvement; whichever is shorter.

8. Impairment of Long-Lived Assets

In accordance with Statements of Financial Accounting Standards (“SFAS”) No. 144, “Accounting for
Impairment and Disposal of Long Lived Assets” the Company annually evaluates the carrying value of its long-
lived assets to determine whether changes have occurred that would suggest that the carrying amount of such assets
may not be recoverable based on the estimated future undiscounted cash flows of the businesses to which the assets
relate. Any impairment loss would be equal to the amount by which the carrying value of the assets exceeded its fair
value.

9. Income Taxes

The Company accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes”
(“SFAS 109”). On February 1, 2007, the Company adopted FASB Interpretation No. 48, “Accounting for
Uncertainty in Income Taxes” (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in the Company’s financial statements in accordance with SFAS 109. FIN 48 also prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax
position taken or expected to be taken in a return, as well as guidance on de-recognition, classification, interest and
penalties and financial statement reporting disclosures.

Deferred income taxes reflect the tax effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes.
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G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

10. Net Income (Loss) Per Common Share

Basic net income (loss) per share has been computed using the weighted average number of common shares
outstanding during each period. Diluted net income per share, where applicable, has been computed using the
weighted average number of common shares and potential dilutive common shares, consisting of stock options,
stock purchase warrants and unvested restricted stock awards, outstanding during the period. All stock options,
stock purchase warrants and restricted stock awards outstanding as of January 31, 2009 have been excluded from the
diluted per share calculation as the impact would have been anti-dilutive. Options to acquire an aggregate of
approximately 96,000 shares of common stock were not included in the computation of diluted net income per
common share for the year ended January 31, 2008, as including them would have been anti-dilutive. There were no
anti-dilutive shares for the year ended January 31, 2007.

All share and per share data have been adjusted to give retroactive effect to a three-for-two split of our
Common Stock effected on March 28, 2006.

A reconciliation between basic and diluted net income per share is as follows:

Year Ended January 31,

2009 2008 2007
(In thousands, except per share
amounts)
Net income (10SS) . . . oottt e $(14,029) $17,490 $13,189
Basic net income (loss) per share:
Basic common shares . . .......... ... ... .. .. 16,536 16,119 13,199
Basic net income (loss) per share ....................... $ 085 $ 1.09 $ 1.00
Diluted net income (loss) per share:
Basic common shares . .. ....... .. ... . ... 16,536 16,119 13,199
Stock options and warrants . . . ....... ... — 551 669
Unvested restricted stock awards™ . .. .................... — — 114
Diluted common shares. . .. ........ .. .. ... .. .. .. ... ... 16,536 16,670 13,982
Diluted net income (loss) per share . .. ................... $ 085 $ 105 $ 094

* Represents contingently issuable shares that would have met the market condition if the performance period
concluded at the end of the reporting period.

11. Stock-based Compensation

SFAS 123R requires all share-based payments to employees, including grants of employee stock options, to be
recognized as compensation expense over the service period (generally the vesting period) in the consolidated
financial statements based on their fair values. Under the modified prospective method, awards that were granted,
modified, or settled on or after February 1, 2006 are measured and accounted for in accordance with SFAS 123R.
Unvested equity-based awards that were granted prior to February 1, 2006 will be accounted for in accordance with
SFAS 123R and recognized in the results of operations over the remaining vesting periods. The impact of forfeitures
that may occur prior to vesting is estimated and considered in the amount recognized. The realization of tax benefits
in excess of amounts recognized for financial reporting purposes will be recognized in the Consolidated Statement
of Cash Flows as a financing activity rather than an operating activity as it was classified in the past.

It is the Company’s policy to grant stock options at prices not less than the fair market value on the date of the
grant. Option terms, vesting and exercise periods vary, except that the term of an option may not exceed ten years.
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G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The fair value of stock options was estimated using the Black-Scholes option-pricing model. This model
requires the input of subjective assumptions that will usually have a significant impact on the fair value estimate.
The assumptions for the current period grants were developed based on SFAS 123R and Securities and Exchange
Commission guidance contained in Staff Accounting Bulletin (SAB) No. 107, “Share-Based Payment.” The
following table summarizes the weighted average assumptions used in the Black-Scholes option pricing model for
grants in fiscal 2009, 2008 and 2007, respectively:

2009 2008 2007
Expected stock price volatility. . .................. 489% - 492%  47.8 -489%  48.4%
Expected lives of options
Directors and officers . ....................... 7 years 7 years 7 years
Employees . ... 6 years 6 years 6 years
Risk-free interest rate . ... ...................... 3.1% - 3.7% 34-5.0% 5.0%
Expected dividend yield ........................ 0% 0% 0%

The weighted average volatility for the current period was developed using historical volatility for periods
equal to the expected term of the options. An increase in the weighted average volatility assumption will increase
stock compensation expense.

The risk-free interest rate was developed using the U.S. Treasury yield curve for periods equal to the expected
term of the options on the grant date. An increase in the risk-free interest rate will increase stock compensation
expense.

The dividend yield is a ratio that estimates the expected dividend payments to shareholders. The Company has
not declared a cash dividend and has estimated dividend yield at 0%.

The expected term of stock option grants was developed after considering vesting schedules, life of the option,
and historical experience. An increase in the expected holding period will increase stock compensation expense.

SFAS 123R requires the recognition of stock-based compensation for the number of awards that are ultimately
expected to vest. As a result, for most awards, recognized stock compensation was reduced for estimated forfeitures
prior to vesting primarily based on an historical annual forfeiture rate. Estimated forfeitures will be reassessed in
subsequent periods and may change based on new facts and circumstances.

The weighted average remaining term for stock options outstanding was 6.5 years at January 31, 2009. The
aggregate intrinsic value at January 31, 2009 was $410,000 for stock options outstanding and $400,000 for stock
options exercisable. The intrinsic value for stock options is calculated based on the exercise price of the underlying
awards and the market price of our common stock as of January 31, 2009, the reporting date.

Proceeds received from the exercise of stock options were approximately $586,000 and $1.1 million during the
years ended January 31, 2009 and 2008, respectively. The intrinsic value of stock options exercised was $1.3 million
and $6.0 million for the years ended January 31, 2009 and 2008, respectively. A portion of this amount is currently
deductible for tax purposes.

As of January 31, 2009, approximately $3.1 million of unrecognized stock compensation related to unvested
awards (net of estimated forfeitures) is expected to be recognized through the year ended January 31, 2014.

The weighted average fair value at date of grant for options granted during fiscal 2009, 2008 and 2007 was
$7.30, $9.06 and $5.43 per option, respectively. The fair value of each option at date of grant was estimated using
the Black-Scholes option pricing model.
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12. Cost of Goods Sold

Cost of goods sold includes the expenses incurred to acquire, produce and prepare inventory for sale, including
product costs, warehouse staff wages, freight in, import costs, packaging materials, the cost of operating our
overseas offices and royalty expense. Our gross margins may not be directly comparable to those of our competitors,
as income statement classifications of certain expenses may vary by company.

13. Shipping and Handling Costs

Shipping and handling costs consist of warehouse facility costs, third party warehousing, freight out costs, and
warehouse supervisory wages and are included in selling, general and administrative expense. Shipping and
handling costs included in selling, general and administrative expenses were $21.9 million, $15.9 million and
$13.2 million for the years ended January 31, 2009, 2008 and 2007, respectively.

14. Advertising Costs

The Company expenses advertising costs as incurred and includes these costs in selling, general and
administrative expense. Advertising expense was $25.4 million, $16.5 million and $13.5 million for the years
ended January 31, 2009, 2008 and 2007, respectively. Prepaid advertising, which represents advance payments to
licensors for contractual advertising, was $3.1 million and $2.8 million at January 31, 2009 and 2008, respectively.

15. Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in the United
States, management is required to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

16. Fair Value of Financial Instruments

The carrying amount of the Company’s variable rate debt approximates the fair value, as interest rates change
with the market rates. Furthermore, the carrying value of all other financial instruments potentially subject to
valuation risk (principally consisting of cash, accounts receivable and accounts payable) also approximates fair
value due to the short-term nature of their maturity.

17. Foreign Currency Translation

The financial statements of subsidiaries outside the United States are measured using local currency as the
functional currency. Assets and liabilities are translated at the rates of exchange at the balance sheet date. Income
and expense items are translated at average monthly rates of exchange. Gains and losses from foreign currency
transactions of these subsidiaries are included in net earnings.

18. Effects of Recently Issued Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 1577).
SFAS No. 157 establishes a common definition for fair value to be applied to U.S. GAAP guidance requiring
the use of fair value, establishes a framework for measuring fair value, and expands the disclosure about such fair
value measurements. The application of SFAS No. 157 as it relates to financial assets and financial liabilities is
effective for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. On
February 12, 2008, the FASB issued FSP FAS 157-2, “Effective Date of FASB Statement No. 157,” which delays the
effective date of SFAS No. 157 for all nonfinancial assets and nonfinancial liabilities, except those that are
recognized or disclosed at fair value in the financial statements on at least an annual basis, to fiscal years beginning
after November 15, 2008, and interim periods within those fiscal years. The Company’s adoption of SFAS No. 157
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on February 1, 2008 for all financial assets and liabilities and any other assets and liabilities that are recognized or
disclosed at fair value on a recurring basis did not impact the Company’s Consolidated Financial Statements. The
Company does not expect the adoption of SFAS No. 157 for nonfinancial assets and liabilities measured at fair value
on a non-recurring basis to have a significant impact on its financial position and results of operations.

In December 2007, the FASB issued FASB Statement No. 141(Revised), Business Combinations
(“SFAS No. 141(R)”), which revises how business combinations are accounted for, both at the acquisition date
and in subsequent periods. SFAS No. 141(R) requires the acquiring entity in a business combination to (i) measure
all assets acquired and liabilities assumed at their fair value at the acquisition date, (ii) recognize the full fair value
of assets acquired and liabilities assumed in either a full or a partial acquisition, (iii) expense transaction and
restructuring costs and (iv) provide additional disclosures not required under prior rules. SFAS No. 141(R) applies
to business combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008. The impact on the Company of adopting SFAS No. 141(R) will
depend on the nature, terms and size of business combinations completed on or after February 1, 2009.

NOTE B — INVENTORIES

Inventories consist of:

January 31,
2009 2008
(In thousands)
Finished g00dS . . . ..o $113,824  $56,848
Raw materials and work-in-process . ... ... ..., 2,788 3,086

$116,612  $59,934

Raw materials of $2.6 million and $2.9 million were maintained in China at January 31, 2009 and 2008,
respectively.

NOTE C — PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at cost consist of:

January 31,
2009 2008
(In thousands)

Machinery and equipment. . ... ...t $ 787 $ 454
Leasehold improvements. . . ... ..ottt 10,740 5,002
Furniture and fixtures . . . ... ... 1,803 1,249
Computer equipment. . . . ... ... 2,077 1,168

15,407 7,873
Less accumulated depreciation and amortization . ....................... 5,544 2,612

$ 9,863  $5,261

NOTE D — ACQUISITIONS AND INTANGIBLES
Jessica Howard/Industrial Cotton

In May 2007, the Company acquired certain assets of the business conducted by Jessica Howard, Ltd. and
Industrial Cotton, Inc., two affiliated companies. The acquired assets consisted of inventory, trademarks and
property and equipment. The total consideration paid by the Company in connection with the acquisition was
$8.3 million, including associated fees and expenses. The purchase price was allocated to inventory ($3.4 million),
computer equipment ($55,000), and intangible assets, with the excess of the purchase price over the fair value of the
net assets acquired of $2.1 million being recorded as goodwill.
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Amounts assigned to intangible assets resulting from the Jessica Howard/Industrial Cotton acquisition and the

Trademarks . ..

related useful lives are as follows:

Fair Value Useful Life

(In thousands) (In years)

Customer relationships . .. ... ...

Non-compete agreements . . . . ... ..vvuut et e nee e,

$1,370 8
887 15
461 4

Jessica Howard designs and markets moderate and better dresses under the Jessica Howard and Eliza J brands,

as well as under private label programs. Industrial Cotton is a provider of junior sportswear.

The operating results of Jessica Howard/Industrial Cotton have been included in the Company’s financial

Andrew Marc

statements since May 24, 2007, the date of acquisition.

In February 2008, the Company acquired all of the outstanding stock of AM Apparel Holdings, Inc. for a

purchase price, including working capital adjustments and fees and expenses related to the acquisition, of
approximately $43.1 million. The purchase price was allocated to Andrew Marc’s assets and liabilities, tangible
and intangible, with the excess of the purchase price over the fair value of the net assets acquired of $20.0 million
being recorded as goodwill.

The Company has allocated the purchase price of Andrew Marc according to its estimate of fair value of assets

and liabilities as of the acquisition date, as follows:

Property and equipment. . . ... ... ...

Other assets. . . .

Deferred INCOME LAXES . . . o v v v vt et e e e e e e e e e e

Intangible assets

Goodwill. .. ...

Total assets . .

Accounts payable

Accrued expenses and other liabilities .. ............................

Deferred inCOME taXES . . . . . v v vttt e e e e e

Total liabilities

F-14

As of February 11, 2008
(In thousands)



%%TRANSMSG*** Transmitting Job: Y01491 PCN: 061000000 ***%%PCMSG|F-14   |00006|Yes|No|04/21/2009 11:29|0|0|Page is valid, no graphics -- Color: N|


G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Amounts assigned to intangible assets resulting from the Andrew Marc acquisition and the related useful lives
are as follows:

Fair Value Useful Life

(In thousands) (In years)

License agreements . ... ... ... ittt $ 200 5
Customer relationships . . .. ... ... 3,180 5-10
Trademarks . . . ... oo 13,210 Indefinite

AM Apparel Holdings Inc. owns the businesses of Andrew Marc, which is a supplier of outerwear for men and
women, women’s handbags and men’s carrying cases to the upscale specialty and department store tiers of
distribution. Andrew Marc sells products under its own Andrew Marc and Marc New York brands, as well as under
the licensed Dockers and Levi’s brands.

The operating results of Andrew Marc have been included in the Company’s financial statements since
February 11, 2008, the date of acquisition.

Wilsons

In July 2008, AM Retail Group, Inc. (“AM Retail”’), a newly formed wholly-owned subsidiary of G-IIT Apparel
Group, Ltd., acquired certain assets of Wilsons The Leather Experts, Inc., including the leases for 116 outlet store
locations, approximately $20.7 million in inventory, the lease for the distribution center, certain prepaid items and
the Wilsons name and other related trademarks and trade names. The purchase price for the assets acquired was
approximately $25.1 million.

The Company has allocated the purchase price of Wilsons according to its estimate of fair value of assets and
liabilities as of the acquisition date, as follows:

As of July 8, 2008
(In thousands)

Cash . .o $ 87
INVENLOTIES . . . . ot 20,691
Property and equipment. . . ... ... 3,424
Other aSSEtS . . v vttt e e 1,513
TOtal ASSEES .« v o v e e e e e, $25,715
Accrued expenses and other liabilities .. ............ . ... . .. . . ... 631
$ 631

AM Retail is engaged in operating the Wilsons outlet stores and e-commerce site that sell outerwear and
accessories.

The operating results of AM Retail have been included in the Company’s financial statements since July 8,
2008, the date of acquisition.
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The following unaudited pro forma information presents the results of operations of the Company as if the

Andrew Marc and Wilsons acquisitions had taken place on February 1, 2007:

Year Ended January 31,

2009 2008
(In thousands)
NeEt Sales. . ..ottt $749,067  $713,998
Net income (I0SS) . . . vttt e e e (19,838) 9,973
Net income (loss) per share:
BaSIC. . v vttt $ (1200 $ 0.62
Diluted . ... . $ (1200 $ 0.60

The unaudited pro forma results shown above reflect the assumption that the Company would have financed
the acquisitions under identical terms and conditions as the actual financing and do not reflect any anticipated cost
savings that may result from combining the entities. The unaudited pro forma results of operations have been
prepared for comparative purposes only and do not purport to be indicative of the results of operations which

actually would have resulted had the acquisitions occurred as of February 1, 2007.

Intangible assets consist of:

January 31,

Estimated Life 2009

2008

(In thousands)

Gross carrying amounts

LICENSES - o o v v e e e e e 35-8years $12,573  $12,373
Trademarks . . . .. ... 10 - 12 years 3,276 5,598
Customer relationships. . . .......... . ... .. . . ... 5 - 15 years 5,900 2,719
Non-compete agréements . . . . .. ..vv v e eeeeeeeeeen... 3.5 years 1,058 1,058
Subtotal . ... ... .. 22,807 21,748
Accumulated amortization
Licenses . ... 11,435 8,732
Trademarks . . . ... ... .. 1,549 1,023
Customer relationships. . ........... .. ... ... ... 858 358
Non-compete agreements . . . .. ... .. 769 492
Subtotal . . .. ... .. 14,611 10,605
Net
LiCenses . ... oo 1,138 3,641
Trademarks . . . .. ..o 1,727 4,575
Customer relationships. . ........... . ... .. .. ... 5,042 2,361
Non-compete agreements . . . . .. ..vv v eeeeeeeeenen... 289 566
Subtotal . . .. ... ... 8,196 11,143
Unamortized intangible assets
Goodwill (Deductible for tax purposes) ................. 25,494 31,746
Trademark. .. ... . .. . . 13,210 —
Subtotal . . .. ... 38,704 31,746
Total intangible assets, net . .. ...................... $46,900  $42.889
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Intangible amortization expense amounted to $4.0 million, $3.5 million and $3.3 million for the years ended
January 31, 2009, 2008 and 2007, respectively.

The estimated intangible amortization expense for the next five years is as follows:

Year Ending January 31, Amortization Expense
(In thousands)

2000 .o $1,590

200 1,361

2002 880

2008 759

20014 559

Goodwill represents the excess of the purchase price and related costs over the value assigned to net tangible
and identifiable intangible assets of businesses acquired and accounted for under the purchase method. The
Company reviews and tests its goodwill and intangible assets with indefinite lives for impairment at least annually,
or more frequently if events or changes in circumstances indicate that the carrying amount of such assets may be
impaired. We perform our test in the fourth fiscal quarter of each year using a combination of a discounted cash flow
analysis and a market approach. The discounted cash flow approach requires that certain assumptions and estimates
be made regarding industry economic factors and future profitability. The market approach estimates the fair value
based on comparisons with the market values and market multiples of earnings and revenues of similar public
companies. As a result of the fiscal 2009 impairment analysis, we determined that the goodwill balance existing in
our non-licensed apparel segment was impaired. Accordingly, the Company recorded a non-cash goodwill
impairment charge of $31.2 million.

Trademarks having finite lives are amortized over their estimated useful lives and measured for impairment
when events or circumstances indicate that the carrying value may be impaired. Sales and profitability for the
Marvin Richard’s brand have significantly deteriorated and are not expected to recover. As a result, the Company
recorded an impairment charge of $2.3 million to this trademark. The remaining carrying value of this trademark
after the impairment charge is approximately $246,000.

Goodwill has been allocated to the reporting segments based upon the relative fair values of the licenses
(Licensed segment) and trademarks (Non-Licensed segment) acquired. The changes in the carrying amount of
goodwill for the years ended January 31, 2008 and 2009 are as follows:

Licensed Non-Licensed
(In thousands)
Balance at January 31,2007 .. ... ... $17,005 $ 8,001
Purchase of Jessica Howard/Industrial Cotton . . ... ................ — 2,094
Contingent purchase price . ... .. ... ...ttt 4,031 863
Purchase price adjustments. . .. .......... ... (169) (79)
Balance at January 31,2008 . ...... .. ... . .. ... 20,867 10,879
Purchase of Andrew Marc .. ......... ... . — 20,005
Contingent purchase price . .. ... ... ...ttt 4,617 318
Purchase price adjustments. . ... ..., 10 —
Impairment charges . . ... ... ... — (31,202)
Balance at January 31,2009 . ............ ... $25,494 $ —
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NOTE E — CONTINGENT PURCHASE PRICE PAYABLE

In July 2005, the Company acquired Marvin Richards and the operating assets of the Winlit Group. The former
principals of each of Marvin Richards and the Winlit Group are entitled to receive additional purchase price based
on the performance of these divisions through January 31, 2009. Contingent payments in the aggregate amount of
$4.9 million have been recorded based upon the performance of these divisions with respect to the fiscal year ended
January 31, 2009. Goodwill is increased for any contingent earn-out payments made.

NOTE F — NOTES PAYABLE

The Company has a financing agreement with The CIT Group/Commercial Services, Inc., as Agent, for a
consortium of banks. The financing agreement, which, in April 2008, was amended and extended to July 11, 2011,
is a senior collateralized credit facility that provides for borrowings under a revolving line of credit in the aggregate
principal amount of up to $250 million. This financing replaced the Company’s prior financing that consisted of a
revolving line of credit that provided for borrowings in the aggregate principal amount of up to $165 million and a
term loan in the initial principal amount of $30 million.

The financing agreement provides for a maximum revolving line of credit of $250 million. Amounts available
under the line are subject to borrowing base formulas and over advances as specified in the financing agreement.
Borrowings under the line of credit bear interest at the Company’s option at the prime rate less 0.25% or LIBOR
plus 2.0%.

The prior term loan in the original principal amount of $30 million was payable over three years with eleven
quarterly installments of principal in the amount of $1,650,000 and a balloon payment due on July 11, 2008, the
maturity date of the loan. The amount outstanding under the term loan, $13.1 million at January 31, 2008, was
repaid in full in April 2008 from the proceeds of the extended financing agreement.

The financing agreement requires the Company, among other things, to maintain a maximum senior leverage
ratio and minimum fixed charge coverage ratio, as defined. It also limits payments for cash dividends and stock
redemption to $1.5 million plus an additional amount based on the proceeds from sales of the Company’s equity
securities. The financing agreement is secured by all of the Company’s assets.

The weighted average interest rate for amounts borrowed under the credit facility was 4.5% and 7.9% for the
years ended January 31, 2009 and 2008, respectively. The Company was contingently liable under letters of credit in
the amount of approximately $8.1 million and $7.9 million at January 31, 2009 and 2008, respectively.

NOTE G — NON-RECURRING CHARGE

Included in selling, general and administrative expenses in the accompanying statements of income for the
year ended January 31, 2008 is approximately $860,000 related to the reversal of accrued expenses and the write-off
of certain assets and liabilities related to the completion of the closing of the Company’s Indonesian operation.
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NOTE H — INCOME TAXES

The income tax provision is comprised of the following:

Year Ended January 31,
2009 2008 2007
(In thousands)

Current
Federal . . .. ... . . . e $7,720 $12,360 $ 7,105
State and City . . . .. 1,670 3,953 2,793
Foreign. . . ... 6 7 (28)
9,396 16,320 9,870
Deferred tax benefit . . ... ... ... ... ... (4,808) (4,613) (1,563)
INCOME taX EXPEMSE . . . v v vttt $4,588 $11,707 $ 8,307
Income (loss) before income taxes
United SEAES .« . v v e e e e e $(9,483) $27,797  $21,453
Non-United States. . . . . ..ottt 42 1,400 43

The significant components of the Company’s net deferred tax asset at January 31, 2009 and 2008 are
summarized as follows:

2009 2008
(In thousands)

Deferred tax assets

COMPENSALION . . . v vttt et et ettt e e e e e $ 1,745 $ 943
Provision for bad debts and sales allowances. . .. .......................... 8,507 7,666
Inventory write-dOWNS . . . . ..ot 1,223 1,365
Other. . .. e 90 72
Deferred tax asSets, CUITENt. . . . . . v ot vttt e e e e e e e e e e 11,565 10,046
COMPENSALION + .+« v v vt et e et e e e e e e e e e e 725 239
Depreciation and amortization . ... ............oiiiiii 8,758 2,815
Straight-line lease .. ........ ... . . 615 655
Supplemental employee retirement plan .. ............. ... 124 194
Net operating 0SS . . . ..o 1,369 —
Other. . .. 49 41
Deferred tax assets, NON-CUITENT . . . . . . . ... .ottt 11,640 3,944
Total deferred tax aSSELS . . . .. i ittt e 23,205 13,990
Deferred tax liabilities
Prepaid expenses, CUITent . . . . . ...ttt (1,578) (1,298)
Intangibles, non-current . . . . ... ... (6,648) —
Net deferred tax assets . . .. ... ...t e $14,979  $12,692
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The following is a reconciliation of the statutory federal income tax rate to the effective rate reported in the
financial statements for the years ended January 31:

2009 2008 2007

Provision for Federal income taxes at the statutory rate . ................ 35.0% 35.0% 35.0%
State and city income taxes, net of Federal income tax benefit............ (6.0) 6.4 7.3
Effect of foreign taxable operations. .. .......... ... ... ... ... .. ..... 0.1 —  (0.2)
Effect of permanent differences resulting in Federal taxable income . . ... ... (824) 03 0.7
Reversal of tax contingencies . . ........ ..., — — 4.4)
Other, NEt. . . . o _47 (16) 02
Actual provision for income taxes . .. ............ ... (48.6)% 40.1% 38.6%

On February 1, 2007, the Company adopted FASB Interpretation No. 48, “Accounting for Uncertainty in
Income Taxes” (“FIN 48”). Upon the adoption of FIN 48, the Company commenced a review of all open tax years in
all jurisdictions. As a result of the implementation of FIN 48, the Company recognized a $300,000 decrease in the
liability for unrecognized tax benefits, which was accounted for as an increase to retained earnings as of February 1,
2007. As of January 31, 2009, the Company had no material unrecognized tax benefits.

The Company’s policy on classification is to include interest in “interest and financing charges” and penalties
in “selling, general and administrative expense” in the accompanying Consolidated Statements of Income. The
Company and certain of its subsidiaries are subject to U.S. Federal income tax as well as income tax of multiple
state, local, and foreign jurisdictions. U.S. Federal income tax returns have been examined through January 31,
2005.

The Internal Revenue Service has completed its examination of the Company’s 2004 and 2005 Federal income
tax returns. As a result, in the quarter ended October 31, 2006, the Company reversed approximately $950,000 in tax
reserves.

Undistributed earnings of the Company’s foreign subsidiaries amounted to approximately $1.5 million at
January 31, 2009. Those earnings are considered indefinitely reinvested and, accordingly, no provision for
U.S. income taxes has been provided thereon. Upon distribution of those earnings in the form of dividends or
otherwise, the Company would be subject to both U.S. income taxes (subject to an adjustment for foreign tax
credits) and withholding taxes payable to the various foreign countries, as applicable.

NOTE I — COMMITMENTS AND CONTINGENCIES

Legal Proceeding

The subsidiary we acquired in connection with the acquisition of Andrew Marc (see Note D) is a party to an
existing lawsuit. The seller has assumed responsibility to defend this action and has fully indemnified the Company
against any losses arising from the suit. While we can not be assured that the seller will be able to fulfill any potential
indemnity obligation, management believes that this indemnity should protect us from any liability with respect to
this proceeding.

Lease Agreements

The Company leases warehousing, executive and sales facilities, retail stores and transportation equipment
under operating leases with options to renew at varying terms. Leases with provisions for increasing rents have been
accounted for on a straight-line basis over the life of the lease.
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The following schedule sets forth the future minimum rental payments for operating leases having non-
cancelable lease periods in excess of one year at January 31, 2009:

Operating Leases

Year Ending January 31, Wholesale Retail Total
(In thousands)

2000 $ 7,543 $11,722  $19,265
200 7,134 10,660 17,794
2002 3,455 8,506 11,961
2003 2,128 5,286 7,414
2014 1,698 4,140 5,838
Thereafter . ... ... ... . . — 10,711 10,711

$21,958  $51,025  $72,983

Rent expense on the above operating leases for the years ended January 31, 2009, 2008 and 2007 was
approximately $15.9 million, $6.2 million and $4.8 million, respectively.

License Agreements

The Company has entered into license agreements that provide for royalty payments from 3% to 15% of net
sales of licensed products as set forth in the agreements. The Company incurred royalty expense (included in cost of
goods sold) of approximately $36.3 million, $31.9 million and $25.8 million, for the years ended January 31, 2009,
2008 and 2007, respectively. Contractual advertising expense associated with certain license agreements (included
in selling, general and administrative expense) was $9.0 million, $8.7 million and $7.2 million for the years ended
January 31, 2009, 2008 and 2007, respectively. Based on minimum sales requirements, future minimum royalty and
advertising payments required under these agreements are:

Year Ending January 31, Amount
(In thousands)
2000 .o $ 35,132
7 32,847
200 27,192
2003 e 18,407
2014 o 3,850
$117,428

NOTE J — STOCKHOLDERS’ EQUITY
Public Offering

On March 9, 2007, the Company completed a public offering of 4,500,000 shares of common stock, of which
1,621,000 shares were sold by the Company, and 2,879,000 shares were sold by certain selling stockholders, at a
public offering price of $20.00 per share. The Company received net proceeds of $30.5 million from this offering
after payment of the underwriting discount and expenses of the offering. On April 12, 2007, the Company received
additional net proceeds of $6.0 million in connection with the sale of 313,334 shares of common stock pursuant to
the exercise of the underwriters’ overallotment option.
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Private Placement

On July 13, 2006, the Company completed a private placement of its Common Stock and five-year warrants to
purchase its Common Stock. The Company issued 1,500,000 shares of Common Stock at a price of $10.11 per
share, resulting in net proceeds to the Company of $15.0 million.

Stock Options and Warrants

As of January 31, 2009, the Company has 280,151 shares available for grant under its stock plans. It is the
Company’s policy to grant stock options at prices not less than the fair market value on the date of the grant. Option
terms, vesting and exercise periods vary, except that the term of an option may not exceed ten years.

The Company issued five year warrants to purchase an aggregate of up to 375,000 shares of its Common Stock,
exercisable beginning six months after the closing date in connection with the July 13, 2006 private placement, at an
exercise price of $11.00 per share, subject to adjustment upon the occurrence of specified events, including
customary weighted average price anti-dilution adjustments.

Information regarding all stock options for fiscal 2009, 2008 and 2007 is as follows:

2009 2008 2007
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Stock options outstanding at
beginning of year . . ........... 1,092,548 $ 8.33 1,298,798 $ 4.76 1,429,348 $ 3.53
Exercised..................... (223,998) $ 2.61 (374,600) $ 2.96 (328,900) $ 2.99
Granted . ..................... 151,000 $14.20 292,600 $17.58 321,000 $10.07
Cancelled or forfeited. . .......... (15,800) $18.43 (124,250)  $ 9.07 (122,650) $ 8.99
Stock options outstanding at end of
VEAr « o vt 1,003,750 $10.33 1,092,548 $ 8.33 1,298,798 $ 4.76
Exercisable ................... 531,430 $ 6.65 624,198 $ 4.13 867,798 $ 3.27

The following table summarizes information about stock options outstanding:

Number Weighted Weighted Number Weighted

Outstanding as of Average Average Exercisable as of Average

January 31, Remaining Exercise January 31, Exercise

Range of Exercise Prices 2009 Contractual Life Price 2009 Price

$ 1.00-$4.00............... 19,500 1.23 $ 2.24 19,500 $ 2.24
$401-$800............... 458,850 4.37 $ 5.11 436,950 $ 5.08
$ 8.01-%$12.00............... 99,200 7.47 $10.22 6,600 $ 8.20
$12.01-%$20.00. . ............. 426,200 8.90 $16.34 68,380 $17.71

1,003,750 531,430

Restricted Stock

In June 2008, the Company granted an aggregate of 235,000 restricted stock units that vest annually over a four
year period, provided the market price of the Company’s common stock trades above a pre-determined target level
for a period of twenty consecutive trading days. This price vesting condition was satisfied during the fiscal year
ended January 31, 2009. The fair value of these restricted stock units was estimated using binomial simulation
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G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

model that incorporates the Company’s stock price on the date of grant and the expected volatility over the four year
performance measurement period. The fair value of these restricted stock units on the date of grant was $10.85.

In December 2008, the Company granted an additional 100,000 restricted stock units. These shares vest
annually over a four year period and are not subject to any performance conditions. The fair value of these restricted
stock units was determined based on the number of units granted and the closing price of the Company’s common
stock on the date of grant. The fair vale of these restricted stock units on the date of grant was $6.00. As of
January 31, 2009, none of these restricted stock units were vested.

The weighted-average grant-date fair value of restricted stock awards granted during the year ended Janu-
ary 31, 2009 was $9.40. No restricted shares vested during the year ended January 31, 2009. The Company
recognized $450,000 in compensation expense related to the restricted stock grants. At January 31, 20009,
unrecognized costs related to the restricted stock units totaled approximately $2.7 million.

NOTE K — MAJOR CUSTOMERS

One customer accounted for 15.4% and 18.9% of the Company’s net sales for the years ended January 31, 2009
and 2008, respectively. For the year ended January 31, 2007, two customers accounted for 18.5% and 11.9%,
respectively, of the Company’s net sales.

NOTE L — RELATED PARTY TRANSACTIONS

During the years ended January 31, 2008 and 2007, the Company leased space from 345 W 37™ Corp.
(‘345 West”), a property owned by two principal stockholders, one of whom is an executive officer. Rent and other
operating expenses paid by the Company to 345 West during the years ended January 31, 2008 and 2007, amounted
to approximately $102,000 and $240,000, respectively.

On March 6, 2007, the Company entered into a Surrender Agreement, Lease Modification and Termination
Agreement (the “Agreement”) with 345 West to terminate the lease agreement. Pursuant to the Agreement, the
Company agreed to move out of the leased premises by May 31, 2007. 345 West paid the Company $833,500 as a
reimbursement for unamortized leasehold improvements at 345 West 37th Street, moving costs, the cost to improve
the Company’s existing space and other related costs.

NOTE M — EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) plan and trust for nonunion employees. At the discretion of the Company, the
Company may elect to match 50% of employee contributions up to 3% of the participant’s compensation. The
Company did not elect to make matching contributions for the year ended January 31, 2009. For the years ended
January 31, 2008 and 2007, the Company made matching contributions of approximately $537,000 and $372,000,
respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

NOTE N — SEGMENTS

The Company’s reportable segments are business units that offer different products and are managed
separately. The Company operates in three segments, licensed apparel, non-licensed apparel and retail operations.
The retail operations segment was added as a result of the Company’s acquisition of the Wilsons retail outlet chain
in July 2008, now operating as AM Retail Group, Inc. The Company had an insignificant retail operation prior to
this acquisition. The results of this operation are now included in the Company’s retail operations segment.
Previously, the Company’s retail operation was included in the non-licensed apparel segment. The following
information in thousands, is presented for the fiscal years indicated below:

2009 2008 2007
Non- Non- Non-
Licensed Licensed Retail Licensed Licensed Licensed Licensed
Netsales. ................ $430,204 $202,400 $78,542 $364,989 $153,879 $268,891 $158,125
Cost of goods sold .. ....... 310,730 150,969 48,756 260,710 118,707 189,936 121,534
Gross profit .............. 119,474 51,431 29,786 104,279 35,172 78,955 36,591
Selling, general and
administrative .. ......... 95,721 33,229 35,148 71,520 30,149 56,432 26,825
Goodwill impairment . ... ... — 31,202 — — — — —
Trademark impairment . .. ... — 2,321 — — — — —
Depreciation and
amortization . ........... 2,601 3,768 578 3,882 1,545 3,163 1,268
Operating profit/(loss) . . . . . .. $ 21,152 $(19,089) $(5,940) $ 28877 $ 3,478 $ 19,360 $ 8,498

Commission fee income was $339,000, $231,000 and $687,000 for the years ended January 31, 2009, 2008 and
2007, respectively and was included in the non-licensed segment for each of those periods.

The Company allocates overhead to its business segments on various bases, which include units shipped, space
utilization, inventory levels, and relative sales levels, among other factors. The method of allocation is consistent on
a year-to-year basis.

2009 2008 2007
Long-Lived Long-Lived Long-Lived
Revenues Assets Revenues Assets Revenues Assets
Geographic region
United States . ............ $699,887 $70,061 $513,903 $53,714 $422,960 $46,442
Non-United States. ......... 11,259 200 4,965 219 4,057 959

$711,146 $70,261 $518,868 $53,933 $427,017 $47,401

Capital expenditures for locations outside of the United States were not significant in each of the fiscal years
ended January 31, 2009, 2008 and 2007.

Included in finished goods inventory at January 31, 2009 are approximately $59.1 million, $29.7 million and
$25.0 million of inventories for licensed apparel, non-licensed apparel and retail operations, respectively. Included
in finished goods at January 31, 2008 are approximately $37.0 million and $19.8 million of inventories for licensed
apparel and non-licensed apparel, respectively. All other assets are commingled.
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G-III Apparel Group, Ltd. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

NOTE O — QUARTERLY FINANCIAL DATA (UNAUDITED)

Summarized quarterly financial data in thousands, except per share numbers, for the fiscal years ended

January 31, 2009 and 2008 are as follows:

January 31, 2009
Netsales. .. ... e
Gross profit. . . ...

Net income/(loss)
Net income/(loss) per common share

January 31, 2008
Netsales. . .ot
Gross profit. . . ... ..
Net income/(loss)

Net income/(loss) per common share

Quarter Ended

April 30, July 31, October 31, January 31,
2008 2008 2008 2009
$75,396  $113,462 $351,599 $170,688
17,537 28,881 112,519 41,753
(6,888) (3,852) 28,836 (32,125)
$ (042 $ (023) $ 174 $ (1.93)a)
0.42) (0.23) 1.68 (1.93)(a)
Quarter Ended
April 30, July 31, October 31, January 31,
2007 2007 2007 2008
$35,088  $83,909 $271,195 $128,676
7,329 21,940 80,263 29,919(b)
(6,448) (884) 23,755 1,067(b)(c)
$ (042) $ (0.05) $ 145 $  0.06(b)c)
0.42) (0.05) 1.41 0.06(b)(c)

(a) Includes a pre-tax charge of $33.5 million, ($28.4 million, net of tax, or $1.69 per share), for impairment of

goodwill and trademarks.

(b) Includes pre-tax charges of (i) $3.0 million, ($1.8 million, net of tax, or $0.11 per share), to reflect a loss with
respect to vendor financing guaranteed by the Company and (ii) $720,000 ($431,000, net of tax, or $0.03 per

share) related to the termination of a license.

(¢) Includes a gain of $860,000, net of tax, or $0.05 per share, related to the reversal of expense reserves, no longer
deemed necessary upon completion of closing down our Indonesian facility.
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G-III Apparel Group, Ltd. and Subsidiaries
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS

Column A Column B Column C Column D Column E
Additions
@ (2)
Balance at Charged to Charged Balance at
Beginning Costs and to Other Deductions End of
Description of Period Expenses Accounts (a) Period

Year ended January 31, 2009
Deducted from asset accounts

Allowance for doubtful accounts ......... $ 923 $ 600 $ 2) $ 1,525
Reserve for sales allowances(b) . ......... 21,801 49,034 51,371 19,464
$22,724 $49,634 $51,369 $20,989

Year ended January 31, 2008
Deducted from asset accounts

Allowance for doubtful accounts . ........ $ 1,427 $ 245 $ 749 $ 923
Reserve for sales allowances(b) . ......... 14,048 37,933 30,180 21,801
$15,475 $38,178 $30,929 $22,724

Year ended January 31, 2007
Deducted from asset accounts

Allowance for doubtful accounts . ........ $ 1,636 $ 249 $ 458 $ 1,427
Reserve for sales allowances(b) . ......... 7,807 22,393 16,152 14,048
$ 9,443 $22.642 $16,610 $15,475

(a) Accounts written off as uncollectible, net of recoveries.

(b) See Note A in the accompanying Notes to Consolidated Financial Statements for a description of sales
allowances.
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