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UNITED STATES
SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIESEXCHANGE ACT OF 1934

For the quarterly period ended: April 3, 2004

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIESEXCHANGE ACT OF 1934

Commission file number: 0-19848

FOSSIL, INC.

(Exact name of registrant as specified in its charter)

Delaware 75-2018505
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

2280 N. Greenville Avenue, Richardson, Texas 75082
(Address of principal executive offices)
(Zip Code)

(972) 234-2525
(Registrant’ s telephone number, including area code)

Indicate by check mark whether registrant (1) hasfiled all reportsto be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days.

Yes[x No[O

Indicate by check mark whether registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).

Yes® NoO

The number of shares of Registrant’s common stock outstanding as of May 11, 2004: 70,538,472
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PART 1- FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
FOSSIL, INC. AND SUBSIDIARIES
CONDENSED CONSOL IDATED BALANCE SHEETS
UNAUDITED
(In thousands, except share amounts)
April 3, January 3,
2004 2004
ASSETS
Current assets:
Cash and cash equivaents 156,525 $ 158,062
Short-term marketabl e investments 6,114 5,991
Accounts receivable — net 112,583 121,908
Inventories 142,308 126,789
Deferred income tax assets 10,703 8,653
Prepaid expenses and other current assets 20,873 17,917
Total current assets 449,106 439,320
Investment in joint venture 5,011 4,635
Property, plant and equipment — net 114,363 116,066
Intangible and other assets — net 27,499 27,520
595979 $ 587,541
LIABILITIESAND STOCKHOLDERS EQUITY
Current ligbilities:
Notes payable 2871 $ 2,805
Accounts payable 20,730 27,196
Accrued expenses:
Accrued accounts payable 23,605 21,938
Accrued royalties 8,015 10,543
Compensation 13,659 15,648
Co-op advertising 6,544 14,292
Other 10,991 11,040
Income taxes payable 24,645 22,297
Total current liabilities 111,060 125,759
Deferred income tax liability 39,689 32,861
Minority interest in subsidiaries 4,765 5,495
Stockholders’ equity:
Common stock, 70,440,540 and 69,941,510 shares issued and outstanding, respectively 704 466
Additional paid-in capital 31,104 25,881
Retained earnings 395,699 379,354
Accumulated other comprehensive income 16,645 20,969
Deferred compensation (3,687) (3,244)
Total stockholders' equity 440,465 423,426
595979 $ 587,541

See notes to condensed consolidated financial statements.
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FOSSIL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTSOF INCOME
AND COMPREHENSIVE INCOME
UNAUDITED
(In thousands, except per share amounts)

For the 13 For the 13
Weeks Ended Weeks Ended
April 3, 2004 April 5, 2003

Net sales $ 199,395 $ 169,767
Cost of sales 95,775 84,151

Gross profit 103,620 85,616
Operating expenses:

Selling and distribution 57,048 51,138

General and administrative 20,093 14,656

Total operating expenses 77,141 65,794

Operating income 26,479 19,822
Interest expense 5 4
Other (expense) income — net (530) (233)

Income before income taxes 25,944 19,585
Provision for income taxes 9,599 7,442

Net income $ 16,345 $ 12,143
Other comprehensive income (loss), net of taxes:

Currency trand ation adjustment (6,396) (4,313)

Unrealized gain (Ioss) on short-term investments 47 (79

Forward contracts hedging intercompany foreign currency payments: changein fair values 2,025 668

Total comprehensive income $ 12021 $ 8,419
Earnings per share:

Basic $ 023 $ 0.17

Diluted $ 022 $ 0.17
Weighted average common shares outstanding:

Basic 70,007 69,618

Diluted 73,744 72,370

See notes to condensed consolidated financial statements.
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FOSSIL, INC. AND SUBSIDIARIES
CONDENSED CONSOL IDATED STATEMENTSOF CASH FLOWS
UNAUDITED
(In thousands)
For the 13 For the 13
Weeks Ended Weeks Ended
April 3, 2004 April 5, 2003
Operating activities:
Net income $ 16,345 $ 12,143
Noncash items affecting net income:
Minority interest in subsidiaries 981 787
Equity in income of joint venture (426) (360)
Depreciation and amortization 5,483 3,916
Deferred compensation amortization 289 213
Tax benefit derived from exercise of stock options 2,128 55
(Gain) loss on disposal of assets (8 167
Increase in alowance for doubtful accounts 1,278 469
Decrease in allowance for returns - net of related inventory in transit (1,118) (918)
Deferred income taxes 4,855 9,250
Changes in operating assets and liabilities, net of effects of acquisitions:
Accounts receivable 10,591 6,666
Inventories (16,945) (783)
Prepaid expenses and other current assets (2,956) (896)
Accounts payable (6,672 (7,826)
Accrued expenses (10,647) (13,259)
Income taxes payable 2,348 (134)
Net cash from operating activities 5,526 9,490
Investing activities:
Business acquisitions, net of cash acquired (26) (104)
Additions to property, plant and equipment (4,733) (8,483)
(Purchase) sale of short-term marketable investments (77) 69
Increase in intangible and other assets (458) (382)
Net cash used in investing activities (5,294) (8,900)
Financing activities:
Proceeds from exercise of stock options 4,388 592
Acquisition and retirement of common stock (1,834) (61)
Distribution of minority interest earnings (1,735) (959)
Net cash from (used in) financing activities 819 (428)
Effect of exchange rate changes on cash and cash equivalents (2,588) (805)
Net decrease in cash and cash equivaents (1,537) (643)
Cash and cash equivalents:
Beginning of period 158,062 112,348
End of period $ 156,525 $ 111,705

See notes to condensed consolidated financial statements.
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FOSSIL, INC. AND SUBSIDIARIES
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
UNAUDITED

1 FINANCIAL STATEMENT POLICIES

Basis of Presentation. The condensed consolidated financial statements include the accounts of Fossil, Inc., a Delaware corporation,
and its wholly and majority-owned subsidiaries (the “ Company”). The condensed consolidated financial statements reflect all
adjustments that are, in the opinion of management, necessary to present afair statement of the Company’s financial position as of
April 3, 2004, and the results of operations for the thirteen-week periods ended April 3, 2004 and April 5, 2003, respectively. All
adjustments are of anormal, recurring nature. Reclassification of certain amounts for the thirteen-week period ended April 5, 2003,
have been made to conform to the presentation for the thirteen-week period ended April 3, 2004. These reclassifications did not have a
material impact on comparability between the respective periods.

These interim financial statements should be read in conjunction with the audited financial statements and the notes thereto included
in Form 10-K filed by the Company pursuant to the Securities Exchange Act of 1934 for the year ended January 3, 2004. Operating
results for the thirteen-week period ended April 3, 2004, are not necessarily indicative of the results to be achieved for the full year.

The condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America which require the Company to make estimates and assumptions that affect the reported amounts of assets
and liabilities at the date of the consolidated financial statements and revenues and expenses during the periods reported. Actual

results could differ from those estimates. The Company has not made any changes in its critical accounting policies from those
disclosed in its most recent annual report.

Business. Fossil isadesign, development, marketing and distribution company that specializesin consumer products predicated on
fashion and value. The Company’s principal offerings include an extensive line of fashion watches sold under the Company’s
proprietary FOSSIL®, RELIC®, MW®, MW MICHELE®, and ZODIAC® brands as well as licensed brands for some of the most
prestigious companies in the world, including BURBERRY ®, DIESEL®, DKNY® and EMPORIO ARMANI®. The Company aso
offers complementary lines of small leather goods, belts, handbags and sunglasses under the FOSSIL and RELIC brands, jewelry
under the FOSSIL and EMPORIO ARMANI brands and FOSSIL apparel. The Company’s centralized infrastructure in
design/development and production/sourcing allows it to leverage the strength of its branded watch portfolio over an extensive global
distribution network. The Company’s products are sold primarily through department stores and other major retailers, both
domestically and in over 90 countries worldwide.

2. STOCK SPLIT

On March 12, 2004, the Board of Directors of the Company declared a 3-for-2 stock split (“ Stock Split”) of the Company’s $0.01 par
value common stock (“Common Stock”), effected in the form of a 50% stock dividend payable on April 8, 2004 to stockhol ders of
record on March 26, 2004. Retroactive effect was given to the Stock Split in stockholders' equity accounts and in al share and per
share data in the consolidated financial statements and notes thereto for all periods presented.

3. STOCK BASED COMPENSATION PLANS

The Company applies the intrinsic value method under Accounting Principles Board Opinion No. 25 and related I nterpretations in
accounting for its stock option plans. No compensation cost has been recognized for the Company’ s stock option plans because the
quoted market price of the Common Stock at the date of the grant was not in excess of the amount an employee must pay to acquire
the Common Stock. SFAS No. 123, “ Accounting for Stock-Based Compensation,” prescribes a fair value based method to record
compensation cost for stock-based employee compensation plans. Pro forma disclosures as if the Company had adopted the

4
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fair value recognition requirements under SFAS No. 123 for stock option awards for the thirteen-week period ended April 3, 2004,
and April 5, 2003, respectively, are presented in the following table.

For the 13 For the 13
Weeks Ended Weeks Ended
(In thousands, except per share data) April 3, 2004 April 5, 2003
Net income, as reported $ 16,345 $ 12,143
Add: Stock-based employee compensation included in reported net
income, net of tax 531 213
Deduct: Fair value based compensation expense, net of tax (1,441) (1,083)

Pro forma net income 15,435 $ 11,273
Basic earnings per share:

$

Asreported $ 023 $ 0.17
$
$

Pro forma under SFAS No. 123 022 $ 0.16
Diluted earnings per share:

As reported 022 $ 0.17

Pro forma under SFAS No. 123 $ 021 $ 0.16

The award of shares under the Company’ s 2002 Restricted Stock Plan are accounted for at fair value, and the resulting deferred
compensation is amortized to expense over the related vesting periods.

4, INVENTORIES

Inventories consist of the following:

April 3, January 3,
(In thousands) 2004 2004
Components and parts $ 8,904 $ 8,760
Work-in-process 2,110 4,385
Finished merchandise on hand 99,911 83,059
Merchandise at Company stores 17,006 14,782
Merchandise in-transit from estimated customer returns 14,377 15,803

$ 142308 $ 126,789

5. FOREIGN CURRENCY HEDGING INSTRUMENTS

The Company periodically enters into forward contracts principally to hedge the future payment of intercompany inventory
transactions with its non-U.S. subsidiaries. At April 3, 2004, the Company had forward contracts to sell 18.0 million Euro for
approximately $21.6 million, expiring through December 2004 and 500,000 British Pounds for approximately $847,500, expiring
through April 2004. If the Company were to settle its Euro and British Pound based contracts at the reporting dates, the net result
would be anet loss of approximately $130,500, net of taxes, as of April 3, 2004. This unrealized lossis recognized in accumulated
other comprehensive income (loss). The net increase in fair value for the thirteen-week periods ended April 3, 2004, and April 5,

2003, respectively, of approximately $2.0 million and $668,000, is included in other comprehensive income (l0ss). The net increase
for the thirteen-week period ended April 3, 2004 consisted of net gains from these hedges of $3.9 million less $1.9 million of net gains
reclassified into earnings.
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6. SEGMENT AND GEOGRAPHIC INFORMATION

(I'n thousands)

For the 13 Weeks Ended For the 13 Weeks Ended
April 3, 2004 April 5, 2003
Operating Operating
Net Sales Income (L 0ss) Net Sales Income (L 0ss)

U.S.- exclusive of Stores:

External customers $ 84,160 $ 6,895 $ 80,687 $ 8,445

Intergeographic 43,402 — 33,546 —
Far East and Export:

External customers 27,297 17,056 17,506 13,302

Intergeographic 71,852 — 56,438 —
Retail worldwide 21,104 (2,496) 16,073 (4,111)
Europe:

External customers 66,834 5,024 55,501 2,186

Intergeographic 1,327 — 2,888 —
Intergeographic items (116,581) — (92,872) —
Consolidated $ 199,395 $ 26,479 $ 169,767 $ 19,822

7. EARNINGS PER SHARE

The following table reconciles the numerators and denominators used in the computations of both basic and diluted EPS:

For the 13 For the13
Weeks Ended Weeks Ended
(In thousands, except per share data) April 3, 2004 April 5, 2003
Numerator:
Net income $ 16,345 $ 12,143
Denominator:
Basic EPS computation:

Weighted average common shares outstanding 70,007 69,618
Basic EPS $ 023 $ 0.17
Diluted EPS computation:

Denominator:

Basic weighted average common shares outstanding 70,007 69,618

Dilutive effect of stock options 3,737 2,752

73,744 72,370
Diluted EPS $ 022 $ 0.17
8. ACQUISITIONS

Subsequent to the end of the First Quarter, FMW Acquisition, Inc., awholly-owned subsidiary of the Company, acquired 100% of the
outstanding shares of Tempus International Corp. (d/b/a Michele Watches) based in Miami, Florida for approximately $50 millionin

cash. Tempus manufactures, markets and distributes watches under the MW® and MW Michel€® brand labels. This acquisition was
recorded as a purchase and goodwill of approximately $40 million was recorded in connection with this transaction. The Company has
not completed the final allocation of purchase price to the fair values of assets and liabilities acquired. The Company expects that the
ultimate purchase price allocation may include additional adjustments to the fair values of depreciable tangible assets, identifiable
intangible assets and the carrying values of certain liabilities. Accordingly, to the extent that such assessments indicate that the fair
value of the assets and liabilities differ from their preliminary purchase price alocation, such difference would adjust the amounts
allocated to the assets and liahilities and would change the amounts allocated to goodwill.

6
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In January 2004, Fossil (East) Limited, awholly-owned subsidiary of the Company, acquired 20% of the issued and outstanding
shares (the “ Shares”) of Fossil (Australia) Pty. Limited. Consideration for the Shares consisted of 2,475 shares of common stock of
Fossil, Inc., par value $0.01 per share, which were issued subsequent to the end of the First Quarter, and approximately $26,400 in
cash. The total value of the transaction was approximately $73,900. Upon closing, Fossil (East) Limited owned 100% of the issued
and outstanding shares of Fossil (Australia) Pty. Limited. No additional goodwill was recorded as aresult of this transaction.

7
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ITEM 2. MANAGEMENT’SDISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following is a discussion of the financial condition and results of operations of Fossil, Inc. and its wholly and majority-owned
subsidiaries (the “ Company”) for the thirteen-week period ended April 3, 2004 (the “First Quarter”), as compared to the thirteen-week
period ended April 5, 2003 (the “Prior Y ear Quarter”). This discussion should be read in conjunction with the Condensed
Consolidated Financial Statements and the related Notes attached hereto.

General

Fossil is adesign, development, marketing and distribution company that specializes in consumer products predicated on fashion and
value. The FOSSIL brand name was developed to convey a distinctive fashion, quality and value message and a brand image
reminiscent of an earlier time that suggests atime of fun, fashion and humor. Since its inception in 1984, the Company has grown into
aglobal watch company with awell-recognized branded portfolio delivered over an extensive distribution network. The Company’s
principal offerings include an extensive line of watches sold under its proprietary brands as well as licensed brands for some of the
most prestigious companiesin the world. The Company also offers complementary lines of small leather goods, belts, handbags and
sunglasses under its proprietary FOSSIL and RELIC brands, jewelry under the FOSSIL and EMPORIO ARMANI brands and
FOSSIL apparel. The Company’s centralized infrastructure in design/devel opment and production/sourcing allows it to leverage the
strength of its branded watch portfolio over an extensive global distribution network.

The Company’ s products are sold primarily to department stores and specialty retail storesin over 90 countries worldwide through
company-owned foreign sales subsidiaries and through a network of approximately 60 independent distributors. The Company’s
foreign operations include wholly or majority-owned subsidiaries in Australia, Canada, France, Germany, Hong Kong, Italy, Japan,
the Netherlands, Singapore, Switzerland and the United Kingdom. In addition, the Company’s products are offered at Company-
owned retail locations, located in the United States and certain international markets, and authorized FOSSIL retail stores and kiosks
located in several major airports, on cruise ships and in certain international markets. The Company’ s successful expansion of its
product lines worldwide and leveraging of its infrastructure have contributed to its increasing net sales and operating profits.

Significant Accounting Policies and Estimates

The preparation of financial statementsin conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 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. On an on-going basis, management evaluates its estimates and judgments, including those related to product returns,
bad debts, and inventories. Management bases its estimates and judgments on historical experience and on various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actua results may differ from these estimates under
different assumptions or conditions. Management believes the following critical accounting policies require the most significant
estimates and judgments.

Revenues. Revenues are recognized at the point the goods leave our distribution center for the customer. Because the majority of our
customers pay freight and do not have stated rights of inspection, title transfers at the point in time the goods leave our dock. We will
accept limited returns and will request that a customer return a product if we feel the customer has an excess of any style that we have
identified as being a poor performer for that customer or geographic location. While such returns have historically been within
management's expectations and the provisions established, future return rates may differ from those experienced in the past. Any
significant increase in product damages or defects and the resulting credit returns could have an adverse impact on the operating
results for the period or periods in which such returns materialize.
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Accounts Receivable. The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon
payment history and the customer’s current credit worthiness, as determined by the review of their current credit information. The
Company continuously monitors collections and payments from its customers and maintains a provision for estimated credit losses
based upon historical experience and any specific customer collection issues identified. While such credit losses have historicaly been
within the Company’ s expectations and the provisions established, future credit losses may differ from those experienced in the past.

Inventories. Inventories are stated at the lower of average cost, including any applicable duty and freight charges, or market. The
Company writes down its inventory for estimated obsolescence or unmarketable inventory equal to the difference between the average
cost of inventory and the estimated market value based upon assumptions about future demand and market conditions. If actua future
demand or market conditions are less favorable than those projected by management, additional inventory write-downs may be
required.

Asset Impairment. The Company tests for asset impairment whenever events or changes in circumstances indicate that the carrying
value of an asset might not be recoverable from estimated future cash flows. The Company applies SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets, in order to determine whether or not an asset isimpaired. Management evaluates the
ongoing value of assets, primarily leasehold improvements and in-store fixturing, associated with its owned retail stores that have been
open longer than one year. When undiscounted cash flows estimated to be generated through the operations of its owned retail stores
are less than the carrying value of those assets, impairment losses are recorded in selling and distribution expenses. Should actual
results or market conditions differ from those anticipated, additional losses may be recorded.

Goodwill. The Company adopted SFAS No. 142, Goodwill and Other Intangible Assets, on January 6, 2002. In accordance with
SFAS No. 142, the Company evaluates goodwill for impairment by comparing the fair value of the reporting unit to the book value.
The fair value of the Company's reporting units is estimated using discounted cash flow methodol ogies and market comparable
information. Based on the analysis, if the implied fair value of each reporting unit exceeds the book value of the goodwill, no
impairment lossis recogni zed.

First Quarter Highlights

e Sdesgenerated from the Company’s other international segment, which includes its subsidiaries in the Far East and Canada
and its export business from the U.S., increased approximately 56% during the First Quarter with growth in all geographic
areas and all brands.

¢ The Company operated 120 retail locations (54 outlet and 66 full-price) at the end of the First Quarter, compared to 104
stores (47 outlet and 57 full-price) at the end of the Prior Y ear Quarter. Thisretail store expansion and 19.5% same store
sales growth generated sales increases of 31% during the First Quarter.

¢ Salesof licensed brand watches increased by 33.8% during the First Quarter and represent approximately 27% of the
Company’ s consolidated net sales.

¢ Sdesgenerated from the Company’s RELIC watch brand increased approximately 60% during the First Quarter as aresult of
exciting new styles introduced and new customers.

¢ The Company launched its Wrist.net watches to approximately 1,000 department stores and electronic retailers.

*  Subsequent to the end of the First Quarter, the Company announced the acquisition of Michele Watches and the signing of a
licensing agreement for MICHAEL Michael Kors® watches.

9
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Results of Operations

The following table sets forth, for the periods indicated, (i) the percentages of the Company’s net sales represented by certain line
items from the Company’ s condensed consolidated statements of income and (ii) the percentage changes in these line items.

Per centage of Per centage
Net Sales Change
For the 13 For the 13
Weeks Ended Weeks Ended
April 3, April 5, April 3,
2004 2003 2004
Net sales 100.0% 100.0% 17.5%
Cost of sales 48.0 49.6 13.8
Gross profit 52.0 50.4 21.0
Selling and distribution expenses 28.6 30.1 11.6
General and administrative expenses 10.1 8.6 37.1
Operating income 13.3 11.7 33.6
Interest expense 0.0 0.0 (25.0)
Other (expense) income - net 0.3 (0.2) (127.5)
Income before income taxes 13.0 11.6 325
Income taxes 4.8 4.4 29.0
Net income 8.2% 7.2% 34.6%

Net Sales. The following table sets forth certain components of the Company’s consolidated net sales and the percentage relationship
of the components to consolidated net sales for the periodsindicated (in millions, except percentage data):

Amounts % of Total
For the 13 For the 13 For the13 For the 13
WeeksEnded  Weeks Ended Weeks Ended Weeks Ended
April 3, April 5, April 3, April 5
2004 2003 2004 2003
International :
Europe $ 66.8 $ 55.5 33% 33%
Other 27.3 175 14 10
Total International 94.1 73.0 47 43
Domestic:
Watch products 445 42.8 22 25
Other products 39.7 37.9 20 22
Total Domestic 84.2 80.7 42 47
Retail Worldwide 21.1 16.1 11 10
Total Net Sales $ 1994 §$ 169.8 100% 100%

10
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The following table isintended to illustrate by factor the total of the year-over-year percentage change in sales by segment and on a
consolidated basis:

Analysis of Percentage Change in Sales Versus Prior Y ear Quarter
Attributable to Changes in the Following Factors

Exchange Rates Organic Growth Total Change
Europe 15.8% 4.6% 20.4%
Other international 4.8% 50.8% 55.6%
Domestic wholesale 0.0% 4.3% 4.3%
Retail worldwide 2.2% 29.1% 31.3%
Total 5.904 11.504 17.404

International Net Sales. Excluding the impact on sales growth attributable to foreign currency rate changes as noted in the above
table, European sales growth was driven principally by sales volume increasesin FOSSIL, DIESEL and DKNY watches. Growth from
other international sales, which include the Company’ s Canada and Far East distribution businesses and export sales from the U.S,,
was led primarily by sales volume increasesin FOSSIL, BURBERRY, DKNY and DIESEL watch businesses. The Company believes
it maintains a competitive advantage as a result of our long-term relationships and strength of its business with retailers throughout the
international marketplace. The Company further believes itsimpressive portfolio of global watch brands and its ability to acquire
additional brands position it for further penetration internationally as it continues to take shelf space from lesser known local and
regional brands. The Company believes these brands do not have the marketing strength, distribution network or the global brand
recognition in comparison to the brands included in its watch portfalio.

Domestic Net Sales. Domestic watch sales increased 4.2% primarily as aresult of sales volume increasesin sales of RELIC and
licensed watches partialy offset by a5.2% decrease in FOSSIL watches. The decrease in FOSSIL watches was primarily due to the
strong results of the brand in the fourth quarter of 2003 in which the Company experienced sales volume growth of approximately
20%. The Company believes theincreasein RELIC watch salesis due to the introduction of new styles, including those with
enhanced dial movements, and additional customers added in late 2003. Increased sales in the licensed watch category were primarily
related to BURBERRY watches. Management believesit can gain additional market share for FOSSIL and its other watch brandsin
the U.S. market by expanding into both a greater number of locations with its existing retailers as well as adding additional retailers
for certain brands that it believes are under-penetrated. The Company believes this can be accomplished by utilizing the talent of its
broad-based design group and exploiting the speed of its supply chain that it believes allows for a quicker response to changesin
fashion trends than its competitors. Domestic sales of the Company’ s accessory and sunglass businesses rose 4.7% compared to the
prior year quarter with particular strength in FOSSIL eyewear and EMPORIO ARMANI jewelry. Intotal, domestic wholesale sales
rose by 4.3%.

Retail Worldwide Net Sales. Sales from company-owned retail stores worldwide increased 31.3% during the First Quarter as a result
of a14.9% increase in the average number of stores opened during the quarter and comparable store sales gains of 19.6%. The
Company believesits double-digit comparable store growth during the First Quarter was attributable to better in-store merchandising
and visual presentation and lower quantities of discounted merchandise available in comparison to the Prior Y ear Quarter that resulted
in higher average selling prices during the First Quarter.

Gross Profit. Gross profit margin expanded by 160 basis points to 52.0% in the First Quarter compared to 50.4% in the prior year
period. Theincrease in gross profit margin is mainly attributable to expanded gross profit margin in the Company’ s international
businesses as aresult of stronger foreign currencies and increased gross profit margins from Company-owned retail stores, primarily
related to its outlet stores. Gross profit margin was a so favorably impacted by a higher mix of salesrelated to the Company’s
international businesses and Company-owned retail stores as a percentage of total sales. Sales from these two segments of the
Company’ s business generally produce higher gross profit margins than the Company’ s historical consolidated gross profit margin.
Gross profit margin from the Company’ s domestic wholesal e businesses remained relatively unchanged from the prior year period.
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Operating Expenses. Operating expenses, as a percentage of net sales, improved by 10 basis pointsto 38.7% in the First Quarter
compared to 38.8% in the comparable prior year period. Included in First Quarter operating expenses is approximately $3.5 millionin
additional costs related to the translation impact of stronger foreign currenciesinto U.S. dollars. Excluding the currency and sales
volume increase impact, operating expense increases were mainly driven by increasesin (i) personnel and other related costs
associated with the Company’s new business initiatives, (ii) depreciation and amortization expense and (iii) professional fees. Costs
associated with new business initiatives, which primarily relate to the Company’ s Swiss watch and mass market product offerings,
increased by $2.3 million during the First Quarter. Depreciation and amortization expense increases of $1.6 million are related to the
Company’ s SAP software implementation, as well as other capital additions made in 2003. Increases in professional fees of $1.7
million were primarily related to consulting costs associated with the Company’s U.S. based SAP system, that was implemented in
July 2003, and accounting and legal feesincurred in connection with the Company’ s European reorganization project. Advertising
expense decreased approximately $800,000 in the First Quarter as aresult of certain new product launch costs incurred during the
prior year quarter.

Operating I ncome. Gross profit increased by approximately $18 million, or 21%, during the First Quarter as aresult of strong sales
gains combined with improvements in gross profit margin. This increase in gross profit more than offset increased operating expenses,
resulting in an increase in the Company’s First Quarter operating profit margin of 160 basis points to 13.3% of net sales compared to
11.7% of net salesin 2003. Operating income for the First Quarter included approximately $3 million of additional income as aresult
of the effects of stronger foreign currencies.

Other Income (Expense) - net. Other income (expense) primarily reflects interest income from cash investments, royalty income,
minority interest expense of the Company’s majority-owned subsidiaries and equity in the earnings (losses) of its nhon-consolidated
joint venture. During the First Quarter, other income (expense) decreased unfavorably by approximately $300,000 primarily as a
result of increased minority interest expense partially offset by increased interest income due to higher levels of invested cash balances
maintained during the First Quarter.

Provision For Income Taxes. The Company’ s effective income tax rate decreased to 37% during the First Quarter, compared to 38%
in the prior year comparable period. This decrease was primarily related to a higher percentage of income generated from countries
whose statutory income tax rates are lower than the Company’ s historical average income tax rate.

2004 Net Sales and Earnings Estimates. The Company believes second quarter 2004 diluted earnings per share will approximate
$0.17, which reflects current First Call Consensus estimates, compared to diluted earnings per share of $0.14 in the second quarter of
2003. For fiscal 2004, the Company currently estimates diluted earnings per sharein arange of $1.17 to $1.20 compared to its
previous guidance range of $1.11 to $1.14. Thisincreaseis primarily related to the Company’ s better than expected First Quarter
results and planned accretion related to the acquisition of Michele Watches. The low-end of the Company’ s current guidance range
represents growth of approximately 26% over Fiscal 2003 actual diluted earnings per share of $0.93. The current First Call Consensus
earnings per share estimate for fiscal 2004 is $1.13. The Company estimates fiscal 2004 sales growth in the 20% range.

Liquidity and Capital Resources

The Company’ s general business operations historically have not required substantial cash needs during the first several months of its
fiscal year. Generaly, starting in the second quarter, its cash needs begin to increase, typically reaching their peak in the September-
November time frame. The Company’s cash holdings and short-term marketabl e securities as of the end of the First Quarter increased
to $162.6 million in comparison to $117.1 million at the end of the Prior Y ear Quarter. However, cash holdings and short-term
marketabl e securities decreased slightly compared to the $164.1 million at the end of the prior year. This decrease is primarily the
result of $5.3 million of net cash used ininvesting activities and $2.6 million related to exchange rate changes partially offset by $5.5
million of cash generated from operating and $800,000 from financing activities. Net cash used in investing activity was mainly
related to $4.7 million of capital
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additions. Cash flows generated from operating activities were primarily related to increased net income partially offset by increases
in working capital, while cash flows generated from financing activities were comprised of $4.4 million of proceeds from the exercise
of stock options partially offset by repurchases of common stock and distributions of minority interest earnings.

Accounts receivable increased to $112.6 million at the end of the First Quarter compared to $80.5 million at the end of the Prior Y ear
Quarter. Day’s sales outstanding increased to 51 days for the First Quarter compared to 43 daysin the Prior Y ear Quarter. This
increase is attributable to an increase in the Company’ s average collection cycle and a decrease in the rel ative percentage of return
allowances in the Company’s net accounts receivable balance. The collection cycle has increased as aresult of alarger percentage of
international sales that historically have longer collection periods than those experienced in our U.S. business. Adding to thedelay in
collection of our receivables was an increase in the Company’s domestic billing cycle in the U.S. caused by some inconsistenciesin
our SAP generated electronic invoices. Inventory at quarter-end was $142.3 million, an increase of 16.4% compared to prior year
inventory of $122.2 million.

At the end of the First Quarter, the Company had working capital of $338 million compared to working capital of $248.9 million at
the end of the Prior Year Quarter. At the end of the First Quarter, the Company had approximately $2.8 million of outstanding
borrowings. These borrowings are under a short-term facility in Japan, bearing interest at the Euroyen rate (approximately 0.7% at the
end of the First Quarter), due October 2004. In addition to this credit facility, the Company has available to it a $40 million short-term
revolving credit facility with its primary bank. No borrowings under this credit facility have been incurred to-date.

During 2004, the Company estimates capital expenditures to bein arange of $20 to $25 million to fund additional computer software
implementation cost and hardware purchases, leasehold and owned-facility improvements and warehouse equipment purchases. In
addition, the Company intends to continue its stock repurchase program to partially offset the dilutive effect of stock options granted
during the year. This program could add an additional $15 to $20 million to its capital requirements in 2004. Management believes
that cash flow from operations combined with existing cash on hand will be sufficient to fund its capital needs during 2004. The
Company also has access to approximately $40 million in undrawn credit facilities should additional funds be required.

Forward-L ooking Statements

Included within management’ s discussion of the Company’s operating results, “forward-looking statements” were made within the
meaning of the Private Securities Litigation Reform Act of 1995 regarding expectations for 2004. The actual results may differ
materially from those expressed by these forward-looking statements. Significant factors that could cause the Company’ s 2004
operating results to differ materially from management’ s current expectations include, among other items, significant changesin
consumer spending patterns or preferences, competition in the Company’ s product areas, acts of war or acts of terrorism, international
in comparison to domestic sales mix, changes in foreign currency valuations in relation to the United States dollar, principally the
Euro and Pound Sterling, an inability of management to control operating expenses in relation to net sales without damaging the long-
term direction of the Company and the risks and uncertainties set forth in the Company’s current report on Form 8-K dated June 25,
2003.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Asamultinational enterprise, the Company is exposed to changes in foreign currency exchange rates. The Company’s most
significant foreign currency risk relates to the Euro and the British Pound as compared to the U.S. dollar. Due to the vertical nature of
the Company whereby a significant portion of goods are sourced from its owned facilities, the foreign currency risks relate primarily
to the necessary current settlement of intercompany inventory transactions. The Company employs avariety of practices to manage
this market risk, including its operating and financing activities and, where deemed appropriate, the use of foreign currency forward
contracts. The use of these instruments allows management to offset exposure to rate fluctuati ons because the gains or losses incurred
on the derivative instruments will offset, in whole or in part, losses or gains on the underlying foreign currency exposure. The
Company uses derivative instruments only for risk
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management purposes and does not use them for speculation or for trading. There were no significant changes in how the Company
managed foreign currency transactional exposure in the First Quarter and management does not anticipate any significant changesin
such exposures or in the strategies it employs to manage such exposure in the near future.

ITEM 4. CONTROLSAND PROCEDURES

As of the end of the period covered by this report, an evaluation was carried out under the supervision and with the participation of the
Company’ s management, including its Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of the Company’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(€) under the Securities
Exchange Act of 1934). Based upon the controls evaluation, the Company’s Chief Executive Officer and Chief Financial Officer have
concluded that as of the end of the period covered by this Quarterly Report, the disclosure controls were effective to provide
reasonable assurance that material information relating to the Company and its consolidated subsidiaries is made known to
management, including the Chief Executive Officer and Chief Financial Officer, particularly during the period when the Company’s
period reports are being prepared. There have been no significant changes in the Company’ sinternal controls over financial reporting
that occurred during the period covered by this report that have materially affected or are reasonably likely to materially affect, the
Company’sinternal controls over financial reporting.
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.

There are no legal proceedings to which the Company is a party or to which its properties are subject, other than routine litigation
incident to the Company’ s business which is not material to the Company’s consolidated financial condition, cash flows or results of
operations.

ITEM 2. CHANGESIN SECURITIES, USE OF PROCEEDS AND ISSUER PURCHASES OF EQUITY SECURITIES.
Recent Sales of Unregistered Securities

On January 9, 2004, the Company agreed to issue to Colette Houtzaager and Martin Johnson 2,025 and 450 shares of Common Stock,
respectively, in exchange for their sharesin Fossil (Australia) Pty. Limited, a subsidiary of the Company, pursuant to the terms of a
Share Purchase Agreement. The issuance of the shares of Common Stock was not registered under the Securities Act, but instead the
shares were issued in reliance on the exemption from registration set forth in Section 4(2) of the Securities Act. The transactions were
privately negotiated without any general solicitation or advertising. The purchasers are “ sophisticated investors” within the meaning
of the Securities Act and have access to all information concerning the Company needed to make an informed decision with respect to
the transactions. The certificates evidencing the shares bear alegend reflecting that the shares are subject to the restriction on transfer
under the Securities Act, including Rule 144 promulgated thereunder.

Purchases of Equity Securities
The table below sets forth the information with respect to purchases made by or on behalf of the Company or any “affiliated

purchaser” (as defined in Rule 10b-18(a)(3) under the Securities Exchange Act of 1934), of the Company’s Common Stock during the
First Quarter of the Company’sfiscal year 2004.

Total Number of

Total Number of
Shar es Pur chased
as Part of Publicly
Announced Plans

Maximum Number
of Sharesthat May
Y et Be Purchased
Under the Plansor

Shar es Purchased AveragePrice or Programs Programs
Period (D Paid per Share (2 (2
Month #1
(January 4, 2004 to
January 31, 2004) 94,905 $ 19.3267 94,905 0
Month #2
(February 1, 2004 to
February 28, 2004) — —
Month #3
(February 29, 2004 to
April 3, 2004 — —
Tota 94,905 $ 19.3267 94,905 —

(1) No shareswere purchased other than through the publicly announced repurchase program during the First Quarter of fiscal year

2004.

(2) On September 18, 2000, the Company announced that its board of directors had approved a share repurchase program, pursuant
to which up to 5,625,000 shares of the Company’s Common Stock may be repurchased.
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ITEM 3. DEFAULTSUPON SENIOR SECURITIES.

None.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS.

No matter was submitted to a vote of the stockholders of the Company during the First Quarter of fiscal year 2004.

ITEM 5 OTHER INFORMATION.

None.

ITEM 6. EXHIBITSAND REPORTSON FORM 8-K.

@ Exhibits

10.1

311
31.2
321

32.2

Stock Purchase Agreement between FMW Acquisition, Inc., Tempus International Corp. and Jack Barouh
dated March 23, 2004 (without exhibits).

Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

(b) Reports on Form 8-K

The Company filed a report on Form 8-K (Items 7 and 12) on February 24, 2004 for a press release, dated
February 24, 2004, announcing financial results for the quarter and year ended January 3, 2004.

The Company filed a report on Form 8-K (Item 7) on March 12, 2004 for a press rel ease, dated March 12, 2004,
announcing a 3-for-2 stock split in the form of a stock dividend to be paid on April 8, 2004.

The Company filed areport on Form 8-K (Items 5 and 7) on March 24, 2004 for a press release, dated March 23,
2004, announcing the acquisition of Michele Watches and a press release, dated March 24, 2004, announcing the
filing of aregistration statement for selling stockholders.
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SIGNATURES

Pursuant to the requirements 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.

FOSSIL, INC.

Date: May 12, 2004 /sl Mike L. Kovar
Mike L. Kovar
Senior Vice President and Chief Financial Officer
(Principal financial and accounting officer duly
authorized to sign on behalf of Registrant)
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EXHIBIT INDEX

Exhibit

Number Document Description

10.1 Stock Purchase Agreement between FMW Acquisition, Inc., Tempus International Corp. and Jack Barouh dated
March 23, 2004 (without exhibits).

311 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financia Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer Pursuant to Section 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906

of the Sarbanes-Oxley Act of 2002.
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Exhibit 10.1

STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT (the “ Agreement”) is dated as of March 23, 2004, by and among FMW
Acquisition, Inc., a corporation duly organized and existing under the laws of the State of Delaware (hereinafter referred to as
“Purchaser”), Tempus International Corp., acorporation duly organized and existing under the laws of the State of Florida (hereinafter
referred to as“ Tempus’ or the “Company”) and Jack Barouh, an individual residing in the State of Florida (hereinafter referred to as
“Seller”).

RECITALS
WHEREAS, Seller owns 100% of the issued and outstanding shares of common stock of the Company (the “ Shares”); and

WHEREAS, Seller desires to sell to Purchaser, and Purchaser desires to purchase from Seller, the Shares upon the terms and
conditions hereinafter described; and

NOW, THEREFORE, Purchaser and Seller, in consideration of mutual premises and covenants contained herein, do hereby
agree asfollows:

ARTICLE 1
DEFINITIONS

For the purposes of this Agreement, the following terms shall have the respective meanings indicated below:
“Accountants’ shall mean the accounting firm of Gerson, Preston, Robinson & Company PA.

“Agreed Balance Sheet” means the combined balance sheets of the Company and MW Watch SA as at December 31, 2003
attached hereto as Exhibit 1.

“Business Day” shall mean a day other than Saturday or Sunday or a public holiday in Miami, Florida or Dallas, Texas.

“Cash-on-Hand” shall mean the amount of the cash deposits as reflected in the bank accounts of the Company as of the
close of business on the Business Day immediately prior to Closing, less the amount of any checks outstanding on such accounts.

“Closing” shall have the meaning defined in Section 4.1 hereof.

“Closing Balance Sheet” means the combined balance sheets of the Company and MW Watch SA as of the date of Closing
as determined in accordance with US GAAP, consistently applied.

“Closing Payment” shall have the meaning defined in Section 3.1(a) hereof.
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“Closing Stockholders' Equity Amount” shall have the meaning defined in Section 3.3(b)(ii) hereof.

“Collateral Transaction Documents” shall mean, collectively: (i) the Asset Purchase Agreement between Pace
International Ltd. and the Purchaser (or subsidiary of Purchaser) in accordance, in all material respects, with the terms and conditions
attached hereto as Exhibit 6 (ii) the Stock Option Award Agreement between Fossil, Inc. and Seller to be effective as of Closing.

“Disclosur e Schedule” shall mean the disclosure schedule prepared by Seller and attached hereto as Schedule 5.

“Encumbrance’ means a mortgage, charge, pledge, lien, option, restriction, right of first refusal, right of pre-emption, third-
party right or interest, other encumbrance or security interest of any kind, or another type of preferential arrangement (including,
without limitation, atitle transfer or retention arrangement) having similar effect.

“Escrow Account” shall mean the escrow account established pursuant to the provisions of Section 3.3.

“Escrow Amount” shall mean the sum of $1,000,000 to be deposited in the Escrow Account at Closing.

“Group Companies” shall mean, collectively, Tempus and MW Swiss.

“HSR Act” shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

“Indemnified Liabilities” shall mean all losses, liabilities, damages, costs, charges and expenses identified in Section 7.1
with respect to the Company or Seller and in Section 7.2 with respect to Purchaser.

“Independent Accountants’ meansErnst & Young LLP.

“Intellectual Property” shall include, (i) all trademarks, tradenames, service marks, and any applications, filings (whether
prepared, submitted, withdrawn, accepted or rejected) and renewals for any of the foregoing, as well as all common law rights to the
foregoing associated with the Marks including any derivations thereof and registered designs, applications and rights to apply for any
of those rights, trade, business, domain and company names incorporating the Mark, unregistered trade marks and service marks,
copyrights, rightsin designs and inventions related to the Marks; (ii) all goodwill associated therewith; and (iii) all patents of any
kind, pending or issued.

“Intellectual Property Rights” shall mean Seller’s and the Company’ sright, title and interest in the Intellectual Property.
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“International Registrations” shall mean the following International Trademark Registrations; MW COQUETTE, IR
785602; MW “Logo”, IR 779538; MW MICHELE and design, IR 702980; MW DECO, IR 779536; and MW URBAN, IR 779537.

“Marks’ shall mean the trademarks and names as listed on Schedule 1.

“MW Swiss” shall mean MW Watch SA.

“Party” shall mean each of Purchaser, the Company and Seller (collectively, the “Parties’).
“Patents” shall mean the design patents listed on Schedule 1.1.

“Post-Closing Balance Sheet Adjustments’ shall mean the adjustments in the Purchase Price in accordance with the
provisions hereof.

“Purchase Price” shall mean the purchase price for the Shares according to the provisions of Section 3.1
“Stockholders’ Equity” shall mean the stockholders’ equity of the Company as of any date of determination.
“Survival Period” shall have the meaning defined in Section 7.4 hereof.

“Tempus Financial Statements” shall mean the financia statements of the Company for the years ended December 31,
2003 and December 31, 2002 attached hereto as Exhibit 2.

ARTICLE 2
PURCHASE AND SALE

Section 2.1 Sale and Transfer of Shares. In consideration of and in reliance upon the representations, warranties and
covenants contained herein and subject to the terms and conditions of this Agreement, the Seller agrees to sell free and clear of any
Encumbrance, and Purchaser agrees to purchase, at the Closing, al of the Shares.

ARTICLE 3
CONSIDERATION

Section 3.1 Purchase Price. Subject to the Post-Closing Balance Sheet Adjustment herein, the total purchase price
(the “Purchase Price”) for the Shares shall be an amount equal to the sum of:

(@ $40,000,000 (the “Closing Payment”) plus
(b) the Stockholders’ Equity as of the Closing Date.

3
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Section 3.2 Payment of Purchase Price. The Purchase Price payable pursuant to Section 3.1 above shall be paid as
follows:

@ Closing Payment: The Closing Payment, less the Escrow Amount, shall be paid to Seller at Closing in accordance
with the provisions hereof.

(b) Stockholders’ Equity as of the Closing Date: At Closing, Purchaser shall pay to Seller an amount equal to the
Stockholders’ Equity of the Company as reflected on the Agreed Balance Sheet in the following manner:

0] The Cash-on-Hand shall be distributed to Seller, and

(i) The difference between the Stockholders’ Equity as reflected on the Agreed Balance Sheet and the Cash-
on-Hand shall be paid to Seller in cash (the “ Closing Stockholders’ Equity Amount”).

The Post Closing Balance Sheet Adjustment Amount shall be paid to Seller or Purchaser as the case may be in accordance with the
provisions of Section 3.2(c) hereof.

(© Post-Closing Balance Sheet Adjustment: As soon as practical following the approval of the Closing Balance Sheet
in accordance with the provisions of Section 3.2(d) hereof, the Post Closing Balance Sheet Adjustment Amount shall be paid as
follows:

0] In the event that the Stockholders' Equity of the Company as reflected on the Closing Balance Sheet is
greater than the Stockholders’ Equity of the Company as reflected on the Agreed Balance Sheet, then
Purchaser shall remit such difference to Seller as an increase in the Purchase Price.

(i) In the event that the Stockholders’ Equity of the Company as reflected on the Closing Balance Sheet isless
that the Stockholders' Equity of the Company reflected on the Agreed Balance Sheet, then the Seller shall
remit such difference to Purchaser as a decrease in the Purchase Price from the Escrow Account.

(d) Closing Balance Sheet Preparation: Within seventy-five (75) days following Closing, the Seller, at Seller’s cost,
shall cause the Accountants to prepare the Closing Balance Sheet reflecting the assets and liabilities of the Company as of Closing and
submit the Closing Balance Sheet to Purchaser for its approval. The Closing Balance Sheet shall be prepared in accordance with US
GAAP, consistently applied. Purchaser shall have a period of twenty (20) Business Days after delivery of the Closing Balance Sheet
by Seller to approve the Closing Balance Sheet or to provide recommended adjustments in writing to the Seller. The Seller shall have
aperiod of ten (10) Business Days following receipt of such requests to approve such requested adjustments or to provide written
notice to Purchaser detailing the reason for its disagreement with such requested adjustments. In the event the Parties are unable to
agree on the Closing Balance Sheet within five (5) Business Days following receipt of such notice, then the matter shall be submitted
to the Independent Accountants for determination of the Closing
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Balance Sheet. The determination of the Independent Accountants shall be final and binding on the Parties. Each of the Parties shall
pay one-half of the costs and expenses of the Independent Accountants.

Section 3.3 Escrow Account. The Parties shall deposit at Closing the Escrow Amount into the Escrow
Account, to be held by Purchaser or Fossil, Inc., which account shall bear interest and shall be utilized for the purpose of: (i) funding
payments due and payable towards established Indemnified Liabilities as may hereinafter arise pursuant to Section 7.1 and (ii) for
payment of the Post-Closing Balance Sheet Adjustment to Purchaser in accordance with the provisions of Section 3.2(c)(ii) hereof.
The Escrow Funds, including interest thereon, shall be retained in the Escrow Account and released by the Purchaser (i) upon an
undisputed Indemnitee Notice pursuant to Section 7.3 (ii) upon afinal decision by an arbitrator pursuant to Section 10.5, (iii) upon the
first anniversary of the Closing Date, or (iv) ajoint written consent of Purchaser and Seller, whereupon in each case, any remaining
fundsin the Escrow Account, less the amount of any unresolved indemnification claim made by an Indemnitee pursuant to Section
7.3., shall bereleased to Seller. The Escrow Account shall be under the exclusive control of Purchaser and the Escrow Amount may
be commingled with other moneys of Purchaser and there shall be no requirement for segregation or separation of the fundsin the
Escrow Account from general corporate funds.

ARTICLE 4
CLOSING

Section 4.1 Closing Time Date and Place. The purchase and sale contemplated herein shall be consummated at a
closing (the “ Closing”) to take place at the offices of Seller on April 5, 2004 or at such other date (the “Closing Date”) and place as
the Parties may agree upon in writing.

Section 4.2 Seller’s Obligations at Closing. At Closing, Seller shall deliver to Purchaser or its nominee:

@ the share certificates duly endorsed to Purchaser or its nominee;

(b) evidence of the authority of each person executing a document on the Company’ s behalf;

(© the seal (if any) of the Company and each register and minute book made up to Closing;

(d) resignations in the agreed form, attached hereto as Schedule 4, from each director and officer of the Company;
(e all consents and approvals of government agencies and/or third parties set forth on Schedule 6;

5
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® awaiver from City National Bank of Florida (the “Bank”) of itsright to accelerate the balance due under that
certain Promissory Note between the Bank and the Company dated October 1, 1997;

(9) acountersigned original of the Stock Option Award Agreement and the Confidentiality Agreement between Seller
and Fossil, Inc. in the form attached hereto as Exhibit 4; and

(h) a certification that (i) the Company’s and Seller’ s representations and warranties set forth in Article 6 are true and
correct as of the Closing Date as set forth in Section 5.1(a), and (ii) the Company and Seller have complied with their respective
covenants set forth in Article 6 as set forth in Section 5.1(b) and (iii) the Company has complied with the provisions of Section 5.1(h).

Section 4.3 Purchaser’s Obligations at Closing. At the Closing, Purchaser shall deliver to Seller:

@ The Closing Payment, less the Escrow Amount, in accordance with the provisions hereof;

(b) The Cash-On-Hand;

(© The Closing Stockholders' Equity Amount;

(d) Evidence of the authority of each person executing a document referred to herein on Purchaser’s and Fossil, Inc.’s
behalf;

(e A copy of the minutes of a duly held meeting of the directors of Purchaser (or a duly constituted committee thereof)

authorizing the execution by Purchaser of the document and, where such execution is authorized by a committee of the board of
directors of Purchaser, a copy of the minutes of aduly held meeting of the directors constituting such committee or the relevant extract
thereof; or a copy of the power of attorney conferring the authority;

® An offer of employment to Seller in the form and under the terms and conditions specified on Exhibit 5 hereto;

(9) A countersigned original of the Stock Option Award Agreement and Confidentiality Agreement between Seller and
Fossil, Inc. in the form attached hereto as Exhibit 4; and

(h) A certification that (i) the Purchaser’ s representations and warranties set forth in Article 6 are true and correct as of
the Closing Date and (ii) Purchaser has complied with its covenants set forth in Article 6.

Section 4.4 Further Actions of the Parties. Seller shall take all actions following Closing as may be necessary to more
fully perfect title in the Shares to Purchaser. Purchaser
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shall, for a period of seven (7) years from the Closing Date, preserve and keep any books and records of the Company which may be
needed by Seller in connection with the preparation of tax returns for, or the prosecution or defense of tax audits relating to, the
Company for any period ending on or before the Closing Date. After the Closing, Purchaser shall permit Seller and his professional
advisors reasonable access to all books and records of the Company, and shall provide such assistance to Seller, as may be necessary
or advisable in connection with the preparation of tax returns and amended tax returns for, the securing of tax refunds of, or the
prosecution or defense of tax audits relating to, the Company or other third party claims or as may otherwise be reasonably requested
by Seller for a reasonable business purpose.

ARTICLES
CONDITIONS PRECEDENT

Section 5.1 Purchaser’s Conditions Precedent. Except as may be waived by Purchaser, the obligations of Purchaser
are subject to the fulfillment at or prior to Closing of the following conditions:

@ Representations and Warranties — The representations and warranties made by the Company and Seller in this
Agreement, as qualified by the Disclosure Schedule, or any certificates or documents delivered pursuant to the provisions hereof shall
be true and correct when made, and shall be true and correct in all respects (to the extent qualified by materiality) and in all material
respects (to the extent not qualified by materiality) on the Closing Date as though such representations and warranties were made on
and as of such date.

(b) Covenants — The Company and Seller shall have performed and complied in al material respects with al covenants
to be performed by it or him prior to Closing.

(© Material Change. No material adverse change in the financial condition or results of operation of the Group
Companies, taken as awhole, shall have occurred prior to Closing.

(d) Callateral Transaction Documents — The Collateral Transaction Documents shall have been executed and delivered
by the Company and/or Seller and, if applicable, Pace International, Ltd.

(e HSR clearance — The applicable waiting period under the HSR Act shall have expired or been terminated.

® Intellectual Property - Seller shall have performed and complied with the Pre-Closing Intellectual Property
Obligations attached hereto as Schedule 2.

(9) Pace Assets — Seller shall have acquired all designs, drawings, technical specifications, molds and other similar
items related to the business of the Company and owned, or in the possession of, Pace International, Ltd., free and clear of any
Encumbrance from Pace International Ltd. prior to Closing.
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Section 5.2 Seller’s Conditions Precedent. Except as may be waived by Seller, the obligations of Seller are subject to
the fulfillment at or prior to Closing of the following conditions:

@ Representations and Warranties — Purchaser’ s representations and warranties shall be true and correct in al material
respects as of the Closing.

(b) Covenants — Purchaser shall have performed and complied with all covenants to be performed prior to Closing.
(© HSR clearance — The applicable waiting period under the HSR Act shall have expired or been terminated.

ARTICLE 6
REPRESENTATIONS, WARRANTIESAND COVENANTS

Section 6.1 Representations and Warranties of Seller. Each of the Seller and the Company represents and warrants to
Purchaser that the statements contained in this Section 6.1 are correct and complete as of the date of this Agreement, as qualified by
the Disclosure Schedule prepared by them and attached hereto as Schedule 5 (the “ Disclosure Schedule”).

@ Incorporation and existence.

0] Tempus International Corp. (“Tempus’ or the “Company”) is acompany incorporated under the laws of
the State of Florida with the right, power and authority to conduct its business as conducted at the date of this Agreement.

(i) MW Watch SA (“MW Swiss” and together with Tempus, the “ Group Companies’) is a company
incorporated under Swiss law with the right, power and authority to conduct its business as conducted at the date of this
Agreement.

(b) Right, Power, Authority and Action — Each of the Seller and the Company has the right, power and authority, and
has taken all action necessary, to execute, deliver and exercise the rights, and perform the obligations, under this Agreement and each
document to be executed by him or it, at or before Closing, in connection with this Agreement.

(© Binding Agreements — The obligations of each of the Seller and the Company under this Agreement and each
document to be executed by him or it, at or before Closing, in connection with this Agreement are, or when the relevant document is
executed will be, valid, binding, and enforceable against him or it in accordance with their terms, except as the same may be limited
by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights
generally or general equitable principles, regardless of whether such enforceability is considered in aproceeding at law or in equity.

(d) Information — To the best of the Seller’s knowledge, none of the information or documents concerning the Group
Companies supplied to Fossil by the Group Companies or the
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Seller, taken as awhole, contains any untrue statement of a material fact or omits to state any material fact necessary in order to make
each statement contained therein not misleading.

(e The Shares.

0] The authorized capital stock of Tempus consists of 7,500 shares of common stock, $1.00 par value, of
which 2,333 shares are duly and validly issued, outstanding, fully paid and non-assessable (the “ Shares”).

(i) The Seller isthe sole legal and beneficial owner of the Shares, with full right, power and authority to
transfer the Shares that they may be freely transferred without infringing any third party’ srights.

(iii) Tempus owns 100 shares of MW Swiss representing 100% of outstanding capital stock of MW Swiss (the
“MW Swiss Shares”).

(iv) Neither Tempus nor MW Swiss isthe legal or beneficial owner of the capital stock of any entity other than
those entities identified in Section 6.1(e)(iii) above.

(v) Except for this Agreement and other than as stipulated in their respective organizational documents, there
are no outstanding options, warrants, rights, commitments, preemptive rights or agreements of any kind for the issuance, sale
or transfer of the Shares or the MW Swiss Shares, or outstanding securities convertible into any additional shares of capital
stock of any class of the Group Companies.

(vi) There are no voting trusts, voting agreements, proxies or other agreements, instruments or undertakings
with respect to the voting of the Shares or the MW Swiss Shares to which the Company or Seller is aparty.

(vii) There is no Encumbrance, and there is no agreement, arrangement or obligation to create or give an
Encumbrance, in respect of any of the Shares or the MW Swiss Shares or any unissued shares of the capital stock of the
Company or MW Swiss.

® Financial Statements.

0] Seller has previously furnished to Purchaser copies of the financial statements of the Company for the
years ended December 31, 2003 and December 31, 2002 (collectively, the “Tempus Financial Statements”) attached hereto as
Exhibit 2. The Tempus Financial Statements have been prepared from the Company’ s books and records in accordance with
GAAP (except as noted therein) and the Company’ s accounting practices applied on abasis consistent with prior periods, and
present fairly in all material respects the assets, liabilities and the financial condition of the Company as at each respective
date.

(i) Seller has previously furnished to Purchaser copies of the financial statements of MW Swiss for the period
ended December 31, 2003, attached hereto as
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Exhibit 3, (collectively, the “MW Swiss Financial Statements” and together with the Tempus Financial Statements, the
“Financial Statements’). The MW Swiss Financial Statements have been prepared from MW Swiss' books and recordsin
accordance with generally accepted accounting principlesin the jurisdiction of its incorporation (except as noted therein) and
present fairly in al material respects the assets, liabilities and the financial condition of MW Swiss as at such date.

(iii) None of the accounts receivable reflected on the December 31, 2003 bal ance sheets contained in the
Financial Statements (the “Most Recent Balance Sheets”) is subject to counterclaims or set offs other than in the ordinary
course of business, and, to the Seller’ s knowledge, al such accounts receivable are good and collectible at the aggregate
amounts reflected on the Most Recent Balance Sheets, subject to the allowances set forth therein and set offs arising in the
ordinary course of business.

(iv) The inventory, in the aggregate amount reflected on Section 6.1(f)(iv) of the Disclosure Schedule as
“Sellable Inventory”, is valued at the lower of cost or fair market value, is fit and suitable for sale and is in saleable condition
in the ordinary course of business at usual and customary margins.

(9) Changes Since The Last Accounting Date.

0] Since December 31, 2003, the Group Companies’ businesses have been operated in the ordinary course of
business, consistent with past practice and there has been no material adverse change in the financial condition or results of
operations of the Group Companies, taken as awhole.

(i) Since December 31, 2003, none of the Group Companies has:

@ acquired or disposed of, or agreed to acquire or dispose of, any asset which is material to the
Group Companies’ businesses, taken as awhole, other than in the ordinary course of its business;

(b) assumed or incurred, or agreed to assume or incur, any liability, obligation or expense (actual or
contingent) which is material to the Group Companies’ businesses, taken as awhole, other than in the ordinary
course of its business,

(© declared, paid or made adividend or distribution except as contemplated hereby;

(d) changed their respective fiscal years or changed in any material respect their respective
accounting methods or practices;

(e created, issued, acquired, repaid or redeemed any of their respective capital stock or made an
agreement or arrangement or undertaken an obligation to do any of those things;

10
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® hired, or terminated the employment of, or altered the terms of employment of, any of their
respective employees who is entitled to remuneration at an annual rate, or has been entitled to remuneration at an
average annual rate over the last three fiscal years, of more than $100,000 nor have they paid a bonusto any such
person(s) to which they are not entitled under the terms of their employment; or

(9) issued any note, bond or other debt security or created, incurred, assumed or guaranteed any
indebtedness for borrowed money or capitalized lease obligation involving more than $25,000 in the aggregate
(including, without limitation, any such indebtedness to the Seller).

(i) Since December 31, 2003, the Group Companies’ businesses, taken as a whole, have not been materially
and adversely affected by the termination of, or a change in the terms of, an agreement or by the loss of a customer or
supplier;

(h) Taxes. Each of the Group Companies hasfiled on atimely basis all material federal, state, local, foreign and other
tax reports or returns required to be filed by it and has either discharged or adequately provided or reserved for the discharge of all
taxes owed by it. Since January 1, 2002, neither the Group Companies nor the Seller have been notified of any issues by any taxing
authority in connection with any tax returns or other tax filings of any of the Group Companies, and no such matters are currently
pending. Thereis noinvestigation or other proceeding pending or, to the Seller’ s knowledge, threatened in writing by any taxing
authority that relates to a potential tax liability involving any of the Group Companies. There are no agreements, waivers or other
arrangements providing for an extension of time with respect to the filing of any tax return by, or payment of any tax against any of
the Group Companies.

0] Title to Assets. Each asset included in the Financial Statements or acquired by the Group Companies since
December 31, 2003 (other than inventory or other assets disposed of in the ordinary course of business) and which is owned by any of
the Group Companiesis:

0] legally and beneficially owned solely by such company free from any Encumbrance, except as otherwise set
forth on the Financial Statements;

(i) where capable of possession, in the possession or under the control of such company; and
(i) except as would not reasonably be expected to have a material adverse effect on the businesses of the Group
Companies, taken as awhole, isin good repair and good operating condition, ordinary wear and tear excepted, and is suitable

for use in the ordinary course of business.

()] Intellectual Property

11
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0] Section 6.1(j)(i) of the Disclosure Schedule lists all of the Intellectual Property that is material to the

conduct of the businesses of the Group Companies as currently conducted, taken as awhole, and is legally and beneficially
owned by Tempus and/or MW Swiss or which the Group Companies are licensed to use (the “Intellectual Property Rights”).
The Intellectual Property Rights are free from any license or encumbrance and no officer or stockholder of the Group
Companies (other than Tempus) has any interest in any Intellectual Property Rights used in connection with the businesses of
the Group Companies.

(i) The Group Companies have received notice of the pending claims against and/or oppositions to the
Intellectual Property Rights set forth on Section 6.1(j)(ii) of the Disclosure Schedule. Except as set forth on Section 6.1(j)
(ii) of the Disclosure Schedule, to the Seller’ s knowledge, the Intellectual Property Rights do not infringe the Intellectua
Property rights of any third party.

(iii) All renewa and maintenance fees and taxes due in respect of jurisdictions in which the Group Companies
operate or will operate and which are or will be payable prior to Closing in respect of each of the Intellectual Property Rights
have been paid in full, except as would not reasonably be expected to have a material adverse effect on the businesses of the
Group Companies, taken as awhole.

(iv) Except as set forth on Section 6.1(j)(iv) of the Disclosure Schedule, to the Seller’s knowledge, thereis no
infringement or unauthorized use of any of the Intellectual Property Rights by any third party.

(k) Insurance

0] Palicies - Each insurance policy to which any of the Group Companiesis aparty, a named insured or otherwise
abeneficiary of coverageisvalid and in full force and effect.

(i) Premiums - All premiums which are due under the insurance policies referred to in Section 6.1(k)(i) have been
paid.

(iii) Claims - Neither the Seller nor any of the Group Companies has received notice from any of the Group
Companies' insurance carriers disclaiming or reserving rights with respect to any insurance policy or claim thereunder.

0] Real Property

0] Extent of property - Section 6.1(1)(i) 5 of the Disclosure Schedule contains atrue and correct list of (i) each
parcel of real property owned by the Group Companies (or any of them), and (ii) each parcel of real property leased by the
Group Companies (or any of them). The Group Companies have good and marketable fee ssimpletitleto and arein
possession of each parcel of real property referred toin clause (i) above. Seller has furnished or prior to Closing will furnish
to Purchaser, true and

12
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complete copies of all deeds, mortgages, certificates of occupancy, title insurance policies, title reports and similar documents
with respect to the real property referred to in clause (i) above. The property identified in Section 10.1 of the Disclosure
Schedule comprises all of the land and premises occupied or used by, or in the possession of, the Group Companies.

(i) Lease - The copy of the lease(s) furnished to or to be furnished prior to Closing to Purchaser is/are atrue and
correct copy(ies) of the lease(s). The Group Companies and, to the best of the Sellers’ knowledge, the landlord(s), is/are not
in material breach of the terms of the lease(s).

(iii) Property compliance with business activity - To the Seller’ s knowledge, all of the parcels of real property listed
listed on Section 6.1(1)(i) of the Disclosure Schedule (the “Properties’) occupied by the Group Companies have been
operated and maintained in compliance with all applicable laws, and all authorizations of governmental authorities required
in connection with the operation thereof have been received, except where the failure to comply or the failure to obtain
authorization would not reasonably be expected to have a material adverse effect on the businesses of the Group Companies,
taken as awhole.

(iv) Environmental - To the Seller’ s knowledge there are no underground storage tanks located on the Propertiesin
which any hazardous or toxic substance, material or waste which is regulated by any relevant governmental authority, isor
was stored. The Group Companies are in compliance with any environmental regulations relating to the Group Companies or
the Properties, except where the failure to comply would not reasonably be expected to have a materia adverse effect on the
businesses of the Group Companies, taken as awhole.

(m) Material Contracts

0] Section 6.1(m) of the Disclosure Schedule contains (i) atrue and correct list of each written agreement,
arrangement or obligation to which the Group Companies are (or any of them is) a party and (ii) a description of the material
terms, conditions and provisions of each agreement, arrangement or obligation to which the Group Companies are (or any of
them is) a party which is not evidenced by a written agreement (each a“ Contract”) which are material to the Group
Companies' businesses taken as awhole (each a“Material Contract”). The Seller has furnished or prior to Closing will
furnish to purchaser copies of each Material Contract and copies of each Contract which has a significant effect on the day-
to-day operation of the Group Companies businesses.

(i) Neither the Group Companies (nor any of them) nor, to the Seller’ s knowledge, any party with whom the
Group Companies have (or any of them has) entered into a Material Contract, isin material breach of the Material Contract.

(n) Suppliers and Customers. Since December 31, 2003, no substantia supplier or customer of the Group Companies
(being one which supplies or purchases, as appropriate,

13
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greater than 10% of the Group Companies’ combined annual purchases or sales, as appropriate), who is at the date of this Agreement
still a supplier or customer of the Group Companies, has:

0] stopped, or to the Seller’ s knowledge, indicated an intention to stop (as a direct result of the execution or
performance of this Agreement or otherwise), trading with the Group Companies;

(i) reduced, or to the Seller’ s knowledge, indicated an intention to reduce (as a direct result of the execution or
performance of this Agreement or otherwise), substantially its trading with the Group Companies; or

(iii) changed, or to the Seller’ s knowledge, or indicated an intention to change (as a direct result of the execution or
performance of this Agreement or otherwise), substantially the terms on which it is prepared to trade with the Group
Companies.

(o) Effect of Sale. Neither the execution nor the performance of this Agreement or any document to be executed at or
before Closing in connection with this Agreement will;

@) conflict with;
(i) result in a breach of; or
(iii) giveriseto an event of default under,

any agreement or arrangement to which the Group Companies are (or any of them is) aparty or any legal or administrative
requirement by which the Group Companies are (or any of them is) bound, other than any such conflicts, breaches or defaults which
would not reasonably be expected to materially adversely affect the validity or enforceability of this Agreement or such other
document or to have a material adverse effect on the businesses of the Group Companies, taken as awhole.

(p) Employees

0] General - Section 6.1(p) of the Disclosure Schedule sets forth:
(&  thetotal number of the Group Companies employees, including those who are on maternity leave or
absent because of disability or other long-term leave of absence and who have or may have aright to
return to work with the Group Companies;

(b) thename, date of start of employment, salary and age of each such employee; and

(c) dl “employee benefit plans’ as defined in Section 3(3) of ERISA, all specified fringe benefit plans as
defined in Section 6039D of the Internal

14
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Revenue Code, and all other bonus, incentive, deferred compensation, profit sharing and stock plans of
the Group Companies.

(i) Records — Since January 1, 2002, the Group Companies have maintained materially accurate records
regarding the employment of each of its employees and termination of employment.

(iii) Labor and Employment - None of the employees of any of the Group Companiesis party to a collective
bargaining agreement.

(a) Guarantees. None of the Group Companies has granted any kind of surety, guarantee or comfort |etter to secure the
debt of third parties, employees, shareholders or directors.

(9] Litigation and Compliance with L aw.

0] Except for the collection of debtsin the ordinary course of business, the Group Companies are not involved in
any civil, criminal, arbitration, administrative or other proceeding. No civil, criminal, arbitration, administrative or other
proceeding is pending or, to the Seller’ s knowledge, threatened against the Group Companies. There are no facts,
circumstance or events that the Seller believes are likely to give rise to material litigation.

(i) To the Seller’ s knowledge, there is no outstanding judgment, order, decree, arbitral award or decision of a
court, tribunal, arbitrator or governmental agency against the Group Companies which would reasonably be expected to
result in the issuance of an order restraining, enjoining or otherwise prohibiting or making illegal the consummation of the
transactions contemplated by this Agreement or to have a material adverse effect of the businesses as of the Group
Companies, taken as awhole;

(iii) To the Seller’ s knowledge, the Group Companies have conducted their respective business and dealt with their
respective assets in compliance with all applicable legal and administrative requirements, except where the failure to comply
would not reasonably be expected to have a material adverse effect on the businesses of the Group Companies, taken as a
whole; and

(iv) There is not pending and has not been any government or other investigation, inquiry or disciplinary
proceeding involving the Group Companies and noneis, to the Seller’ s knowledge, threatened.

(9 Powers of Attorneys. The Group Companies have not given a power of attorney or other authority by which a
person may enter into an agreement, arrangement or obligation on behalf of the Group Companies (or any of them) (other than an
authority for a director, officer, salesrepresentative or employee to enter into an agreement in the ordinary course of that person’s
duties).

15
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® Brokerage or Commissions - Except for Marketing Management Group, no person or firm is entitled to receive a
finder’ s fee, brokerage or commission from the Group Companies in connection with this Agreement.

(u) Insider Agreements - Except for employment agreements, there is not, and during the two years ending on the date
of this Agreement there has not been, any agreement or arrangement (legally enforceable or not) to which the Group Companies are or
were (or any of them is or was) a party and in which a shareholder, director, officer or employee of the Group Companies (or any of
them) is or was interested in any way.

Section 6.2 Covenants of Seller. Each of Seller and the Company covenants to Purchaser as follows:

@ Business Operation: Prior to Closing, the Company will, and Seller shall cause the Company to, operate its
business only in the ordinary course and will use its best efforts to preserve the business intact, to retain its present customers and
suppliers so that they will be available to Purchaser after Closing and to cause the consummation of the transactions contemplated by
this Agreement.

(b) Access: Prior to Closing, the Company shall permit Purchaser and its representatives accessto its property,
business, customers, suppliers and employees and furnish all documents regarding the affairs of the Company as Purchaser may
reasonably request.

(© Material Change: Prior to Closing, the Company shall promptly notify Purchaser of any material adverse changein
the results of operation of the Group Companies, taken as awhole.

(d) Third Party Approvals: Prior to Closing, the Company shall obtain the approvals, assignments, rel eases, waivers
and consents of the third parties and governmental authorities listed on Schedule 7.

(e Mortgages; Liens: Prior to Closing, the Company shall not enter into or assume any mortgage, pledge, conditional
sale or other title retention agreement or permit any lien or claim against the assets of the Group Companies except transactions in the
ordinary course of business.

® Changesin Inventory: Prior to Closing, the Company will not alter the physical contents or character of any of its
inventory other than as aresult of transactions in the ordinary course of business.

(9) Intellectual Property Undertakings: The Company and Seller shall use its and his commercially reasonable efforts
to comply with the Intellectual Property Undertakings prior to Closing outlined on Schedule 3.

Section 6.3 Representations and Warranties of Purchaser. Purchaser hereby represents and warrants to Seller that, as
of the date of this Agreement and as of the Closing Date:

16
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@ It isacorporation duly organized, validly existing and in good standing under the laws of the State of Delaware.
(b) Execution, delivery and performance by it of this Agreement or any document to be executed at or before Closing

in connection with this Agreement will not conflict with or violate (i) any provisions of its charter, bylaws or other similar documents;
(ii) any agreement or arrangement to which it isa party; or (iii) any law, rule, regulation or order binding on it.

(© Its obligations under this Agreement, and each document executed by it in connection with this Agreement are, or
when the relevant document is executed will be, valid, binding on, and enforceable against the it in accordance with their terms except
as the same may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the
enforcement of creditors’ rights generally or general equitable principles, regardless of whether such enforceability is considered in a
proceeding at law or in equity.

Section 6.4 Covenants of Purchaser.

@ Simultaneously with the execution hereof, Purchaser will deliver to Seller and the Company the Guaranty of
Payment and Performance made by Fossil, Inc. in favor of the Company and Seller in the form attached hereto as Exhibit 7.

(b) Prior to Closing, Purchaser shall obtain the approvals, assignments, releases, waivers and consents of all third
parties and governmental authorities listed on Schedule 7.

ARTICLE 7
INDEMNIFICATION

Section 7.1 Indemnification by Seller. Subject to the limitations of Section 7.5, Seller shall indemnify and hold
Purchaser, its employees, officers, directors, affiliates, representatives, agents, and other control persons harmless from, against and in
respect of the following (a“Purchaser’s Claim™):

Any and al loss, liability or damage suffered or incurred by Purchaser (including interest, penalties and attorney
fees) by reason of any untrue written representation, breach of warranty or non-fulfillment of any covenant or agreement by Seller
contained herein or in any exhibit, schedule, certification, document or instrument delivered to Purchaser by the Company or Seller
hereunder (each of such untrue written representation, breach of warranty or non-fulfillment of any covenant or agreement a
“Breach”); and

(b) Any and all actions, suits, proceedings, claims, demands, assessments, judgments, damages, costs and expenses,
including but not limited to, reasonable legal fees and expenses, incident to any of the foregoing or incurred in investigating or
attempting to avoid the same or to oppose the imposition thereof, or in enforcing this indemnity.

Section 7.2 Indemnification by Purchaser. Subject to the limitations of Section 7.5, Purchaser shall indemnify and
hold the Company and Seller, and their respective representatives,
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agents, and other control persons harmless from, against and in respect of the following (a“ Seller’s Claim”):

@ Any and all loss, liability or damage suffered or incurred by the Company or Seller (including interest, penalties
and attorney fees) by reason of any untrue written representation, breach of warranty or non-fulfillment of any covenant or agreement
by Purchaser contained herein or in any exhibit, schedule, certification, document or instrument delivered by Purchaser to the
Company or Seller hereunder;

(b) Any product liability or breach of warranty claims relating to products sold by Purchaser or relating to any
occurrences of any nature after Closing;

(© Any obligation or liability with respect to the Employees arising out of or relating solely to any occurrences of any
nature after Closing;

(d) Any tax filing or return or payment made, or positions taken, by Purchaser after Closing with any governmental
authority which resultsin an assertion of damages against Seller;

(e Any and all loss, liability or damage suffered or incurred by Seller (including interest, penalties and attorneys fees)
by reason of or in connection with any claim for any finder’s or brokerage fee or other commission resulting from any services alleged
to have been rendered to, or at the insistence of, or on behalf of or for Purchaser with respect to this Agreement or any of the
transactions contempl ated hereby; and

® Any and al actions, suits, proceedings, claims, demands, assessments, judgments, damages, costs and expenses,
including but not limited to, legal expenses as shall be determined by a court of competent jurisdiction, incident to any of the
foregoing or incurred in investigating or attempting to avoid the same or to oppose the imposition thereof, or in enforcing this
indemnity.

Section 7.3 Indemnification Procedures. In seeking indemnification under Section 7.1 or 7.2, the Parties agree to
abide by the following procedure:

@ For the purposes of this Article 7.3, the term “Indemnitee” shall mean the person(s) entitled, or claiming to be
entitled, to be indemnified pursuant to the provisions of Article 7.1 or 7.2 hereof. The term “Indemnitor” shall mean the person(s)
having the obligation to indemnify pursuant to such provisions.

(b) An Indemnitee shall promptly give the Indemnitor written notice (an “Indemnity Notice”) of any matter which an
Indemnitee has determined has given or could giverise to aright of an indemnification under this Agreement, stating the amount of
theloss, if known, and method of computation thereof, all with reasonable particularity and containing a reference to the provisions of
this Agreement in respect of which such right of indemnification is being claimed or arises. If the Indemnitor notifies the Indemnitee
that it does not dispute the claim described in such Indemnity Natice or fails to notify the Indemnitee within 20 days of receipt of such
Indemnity Notice whether the Indemnitor disputes the claim described in such Indemnity Notice,
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then the loss in the amount specified in the Indemnity Notice will be conclusively deemed aliability of the Indemnitor, and the
Indemnitor shall pay the amount of such loss to the Indemnitee on demand. If the Indemnitor has timely disputed its liability with
respect to such claim in writing (a*“ Dispute Notice”), the Indemnitor and the Indemnitee will proceed in good faith to negotiate a
resolution of such dispute, and if not resolved through negotiations within 45 days of the delivery of such Dispute Notice to the
Indemnitee, such dispute shall be resolved by arbitration in accordance with Section 10.5 hereof.

(© If an Indemnitee shall receive notice of any claim by athird party which is or may be subject to indemnification (a
“Third Party Claim”) the Indemnitee shall give the Indemnitor prompt written notice of such Third Party Claim and shall permit the
Indemnitor, at its option, to participate in the defense of such Third Party Claim by counsel of its own at its own costs and expense. If,
however, the Indemnitor acknowledges in writing its obligation to indemnify the Indemnitee hereunder against all losses that may
result from such Third Party Claim (subject to the limitations set forth herein), then the Indemnitor shall be entitled, at its option, to
assume and control the defense of such Third Party Claim at its expense and through counsel of its choice. In the event the Indemnitor
exercises itsrights to undertake the defense of any such Third Party Claim, the Indemnitee shall co-operate with the Indemnitor in
such defense and make available to the Indemnitor, at the Indemnitor’s expense, all witnesses, pertinent records, materials and
information in its possession or under its control relating thereto as is reasonably required by the Indemnitor. Similarly, in the event
the Indemnitor is directly or indirectly, conducting the defense against any such Third Party Claim, the Indemnitor shall cooperate
with the Indemnitee in such defense and make available in it al such witnesses, records, materials and information in its possession or
under its control relating thereto asis reasonably required by the Indemnitee. No such Third Party Claim may be settled by the
Indemnitor without the written consent of the Indemnitee, unless the settlement involves only the payment of money by the
Indemnitor. No Third Party Claim shall be settled by the Indemnitee without the written consent of the Indemnitor.

Section 7.4 Survival of Representations and Warranties: Notwithstanding any investigation by any Party, the
representations, warranties, covenants and other agreements contained herein shall survive the Closing until the first annual
anniversary thereof, provided, however that the representations, warranties, covenants and other agreements contained in (i) Sections
6.1(a), (b) and (e) shall survive the Closing indefinitely, and (ii) Section 6.1(h) shall survive the Closing until the expiration of the
applicable statute of limitations (the “ Survival Period”); provided, however, that all such representations and warranties shall survive
indefinitely for all claimswhich are asserted on or before the expiration of the Survival Period.

Section 7.5 Indemnification Limitation. To the extent that a Party seeksindemnification for damages hereunder following
the Closing, the Indemnitee’ s remedy will at al times be limited to the amount of $20 million (the “Indemnification Cap Amount”).
The indemnification provided for herein will not apply unless and until the aggregate amount of the damages for which the Indemnitee
seeks indemnifications exceeds $400,000 in the aggregate, in which event the indemnification provided for will include al damages
up to the Indemnification Cap Amount. The Parties seeking indemnification pursuant hereto shall only be entitled to be
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reimbursed for the actual indemnified expenditures or damages incurred by them for the above described losses.

Section 7.6 Sole Remedy. The Parties’ respective rights and remedies under Section 7.1 and Section 7.2 hereof shall be such
Parties' sole and exclusive rights and remedies on account of any claims arising out of or in connection with this Agreement.

Section 7.7 Reduction for Tax Benefit. To the extent that Purchaser shall receive any tax benefit as a result of any
Purchaser’s Claim arising under Section 7.1, the amount (if any) payable Seller on account of such Purchaser’s Claim shall be reduced
by the amount of the tax benefit actually received by Purchaser (assuming the application of the average effective State and Federal
tax rates applicable to Purchaser in the year in which such tax benefit isreceived). To the extent that the Company or Seller, asthe
case may be, shall receive any tax benefit asaresult of any Seller’s Claim arising under Section 7.2, the amount (if any) payable by
Purchaser on account of such Seller’s Claim shall be reduced by the amount of the tax benefit actually received by the Company or
Seller, asthe case may be (assuming the application of the average effective State and Federal tax rates applicable to the Company or
Seller, asthe case may be, in the year in which such tax benefit is received).

Section 7.8 Reduction for Insurance Proceeds. To the extent that Purchaser shall receive payment under any insurance
policies or from any other source on account of any Purchaser’s Claim arising under Section 7.1, the amount (if any) payable by Seller
on account of such Purchaser’s Claim shall be reduced by the amount of such payment or, if Purchaser shall have already collected on
such Purchaser’s Claim from Seller, then Purchaser shall repay to Seller the amount of such payment. To the extent that the Company
or Seller, as the case may be, shall receive payment under any insurance policies or from any other source on account of any Seller’s
Claim arising under Section 7.2, the amount (if any) payable by Purchaser on account of such Seller’s Claim shall be reduced by the
amount of such payment or, if the Company or Seller, as the case may be, shall have already collected on such Seller’s Claim from
Purchaser, then the Company or Seller, as the case may be, shall repay to Purchaser the amount of such payment.

ARTICLE S8
CONFIDENTIALITY

Section 8.1 Confidentiality. The Parties agree that the terms of that certain confidentiality agreement between Fossil,
Inc. and Michele Watches dated June 10, 2003 shall be incorporated herein by reference; provided, however, that the terms and
provisions shall apply to the Parties hereto and shall survive the Closing.

ARTICLE9
TERMINATION

Section 9.1 Termination of Agreement. This Agreement may be terminated, and the transactions contemplated
hereby may be abandoned at any time prior to Closing:

@ by the mutual consent the Parties;
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(b) by Purchaser if any of the conditions to the Closing as set forth in Section 5.1 is not fulfilled or waived by
Purchaser on or prior to the Closing Date; or

(© by Seller if any of the conditions to the Closing as set forth in Section 5.2 is not fulfilled or waived by Seller on or
prior to the Closing Date; or

(d) by either Party if the Closing has not occurred on or prior to April 30, 2004.

Section 9.2 Rights of Termination. The rights of termination as provided for under Section 9.1 hereof may be
exercised at any time after the occurrence of an event or the discovery of circumstances which givesrise to aright of termination.
However, failure to assert aright of termination upon the occurrence of an event or the discovery of circumstances which giveriseto a
right of termination shall not be, or be deemed, awaiver of such right.

Section 9.3 No Waiver of Rights. A termination under Section 9.1 hereof shall not relieve either Party of any liability
for a Breach, and any such termination shall not be deemed to be awaiver of any available remedy for any such Breach, and in the
event of any such Breach, the prevailing Party shall also be entitled to its reasonable attorneys' fees and expenses.

ARTICLE 10
MISCELLANEOUS

Section 10.1 Expenses. The Parties shall each pay their own expensesincident to the negotiation, preparation and
execution of this Agreement and the consummation of the transactions contemplated hereunder, including any and all disbursements
to their respective counsel.

Section 10.2 Assignment. Unless specifically consented to in writing by the other Party, neither Party may assign or
transfer this Agreement or any of its rights hereunder, and any attempted assignment thereof shall be void and of no force and effect.
Itis expressly understood and agreed that either Party is under no obligation to consent to any proposed assignment on the part of the
other Party and that each of the Parties, in its sole discretion, shall have absolute authority to decide whether or not a consent to
gnment shall be given.

Section 10.3 Notice. Noticesto be given to any Party under this Agreement shall not be effective unless given in
writing and hand delivered or mailed by certified mail, or via overnight courier, or sent by facsimile to such Party at the following
addresses and facsimile numbers. Any Party may change its address or facsimile number by giving notice of such change in the
manner above provided.

For Seller or Jack Barouh

the Company: President
Tempus International Corp.
20201 N. E. 16" Place
Miami, FL 33179
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with copy to:

For Purchaser:

with copy to:

Phone: 305-650-9770
Fax: 305-650-9729

Donn Beloff, Esq.
Akerman Senterfitt

350 East Las Olas Blvd.
Ft. Lauderdale, FL 33301
Phone: 954-468-2478
Fax: 954-463-2224

T.R. Tunnell

Executive Vice President & Chief Lega Officer
Fossil, Inc.

2280 North Greenville Ave.

Richardson, Texas 75082

Phone: 972-699-2139

Fax: 972-498-9639

Ron Frappier, Esg.
Jenkens & Gilchrist
1445 Ross Avenue
Dallas, TX 75202
Phone: 214-855-4743
Fax: 214-855-4300

Notices sent via certified mail or courier shall be deemed to have been received as of the date indicated by the postal or courier’s
receipt as having been received by the intended recipient. Notices sent via electronic mail or facsimile shall be deemed to have been

received one (1) Business Day after the date on which they were transmitted against confirmation.

Section 10.4
State of Texas.

Section 10.5

Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the

Dispute Resolution. The Parties will submit any and all disputed issues hereunder to final and binding

arbitration. A disputed issue means any disagreement in regard to any of the terms and conditions of this Agreement. Any such
dispute will not be subject to appeal to any court except to permit a Party to seek court enforcement of any arbitration award rendered
hereunder. If the Parties agree to the appointment of asingle arbitrator, then the single arbitrator will determine and decide any
dispute arising hereunder. If the Parties cannot agree to the selection of a single arbitrator, then each Party will designate an attorney
to serve as an arbitrator, and the selected attorneys will select athird arbitrator. The arbitrator(s) will establish rules for the conduct of
the arbitration consistent with the rules of the American Arbitration Association. The arbitrator(s) will be impartial and will have no
prior or present relationship with any of the Parties. The arbitrator(s) will be empowered to hear, conclusively determine and resolve
all claims and disputes between the Parties. The costs of the arbitration shall be shared equally by the Parties, provided that the fees,
costs, and expenses of the prevailing Party (as
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reasonably determined by the arbitrator(s)), including arbitrators' and reasonable attorney fees incurred in connection with any such
arbitration, shall be paid by the losing Party in the event the arbitrator(s) determine the proceeding was brought or defended in bad
faith by the losing Party. The costs and expenses of the prevailing Party in collecting any such award shall be paid by the non-
prevailing Party.

In such arbitration proceedings, each of the Parties shall submit to the arbitrator(s) in writing their respective positions with
respect to the dispute for which arbitration proceedings have been commenced, together with such supporting documentation as such
Party deems necessary or as such arbitrator(s) request. Such arbitrator(s) shall, as soon as practicable after receiving the written
positions of both Parties and all subsequent supporting documentation requested by such arbitrator(s), and after having heard such
testimony as they may deem appropriate, render their decisions as to such dispute, which decision shall be in writing and final and
binding on, and nonappealable by (except as provided by law), the Parties. The arbitrator(s) shall issue any injunctive or similar order
they deem appropriate. Arbitration proceedings shall be held in Miami, Florida. The arbitrator(s) shall be bound by the laws of the
United States of America, and shall be bound by the obligation to retain confidential information in confidence in perpetuity, and not
to disclose any confidential information of either Purchaser or Seller. With respect to any other provision in this Agreement to the
contrary notwithstanding, including the arbitration clause set forth in this Section 10. 5, courts shall retain their injunctive powers, and
either Party’ sresort to injunctive relief or arbitration shall not be deemed as an election not to proceed with any other remedy. Further
(i) the arbitrator(s) shall expedite the proceedingsto reach afinal decision within 90 days of the demand; (ii) the arbitrator(s) shall be
bound in their deliberations and their decision by the terms of the Agreement and applicable law; (iii) the arbitrator(s) must permit the
Parties to make reasonable discovery on an expedited basis; and (iv) the arbitrator(s) must render a reasoned decision, identifying their
findings of fact and conclusions of law.

Section 10.6 Binding Effect; Entire Agreement. All the terms and provisions of this Agreement shall be binding upon
and inure to the benefit of the Parties herein and to their respective successors. This Agreement contains the entire agreement between
the Parties with respect to the subject matter hereof and shall supersede all previous and contemporaneous negotiations, commitments
and undertakings, whether written or oral. No waiver or amendment to this Agreement will be effective unlessit isinwriting and is
signed by a duly authorized representative of the Party sought to be bound thereby.

Section 10.7 Counterparts. This Agreement may be executed simultaneously in two or more counterparts each of
which shall be deemed an original, but all of which together shall constitute one and the same instrument

Section 10.8 Publicity. Except as may otherwise be required by law, neither Party may make any announcement
including any announcement to employees, customers, or suppliers or otherwise make publicly available any statement or release
concerning this Agreement or the transactions contemplated hereunder without first obtaining the other Party’ s written approval of any
proposed statement or release. If either Party isrequired by law to make any statement or other disclosure concerning this Agreement
or the transactions contemplated hereby (the Disclosing Party), the Disclosing Party shall provide the other Party the opportunity to
review and comment upon such statement or disclosure prior to itsfiling or release and shall make any
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revisions therein that the other Party may reasonable request.

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed by their duly authorized

representatives as of the date of this Agreement.

FMW ACQUISITION, INC.

By:
Name:
Title:

TEMPUSINTERNATIONAL, CORP.

By:
Name:
Title:

JACK BAROUH, individually
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AGREED BALANCE SHEET ASOF DECEMBER 31, 2003

EXHIBIT 1
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EXHIBIT 2

TEMPUSFINANCIAL STATEMENTS
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EXHIBIT 3

MW SWISSFINANCIAL STATEMENTS




Merrill Corporation -04-5904-1 Wed May 12 07:20:14 2004 Chksum: 103993 Cycle 2.0
EX-10.1 Fossil, Inc
C:\jms\vgurram\04-5904-1\task 126331\5904-1-kg.pdf EDGAR Doc 2 Page 28

EXHIBIT 4

FORM OF
STOCK OPTION AWARD AGREEMENT AND
CONFIDENTIALITY AGREEMENT
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EXHIBIT 5

OFFER LETTER TO JACK BAROUH
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EXHIBIT 6

TERM SHEET RELATED TO
THE ASSET PURCHASE AGREEMENT BETWEEN
PACE INTERNATIONAL, LTD. AND THE COMPANY
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GUARANTY OF PAYMENT AND PERFORMANCE OF FOSSIL, INC.

EXHIBIT 7
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SCHEDULE 1

TRADEMARK APPLICATIONSAND REGISTRATIONS
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SCHEDULE 1.1

DESIGN PATENTS




Merrill Corporation -04-5904-1 Wed May 12 07:20:14 2004
EX-10.1 Fossil, Inc
C:\jms\vgurram\04-5904-1\task 126331\5904-1-kg.pdf

EDGAR

Chksum: 219310 Cycle2.0

Doc 2 Page 34

SCHEDULE 2

PRE-CLOSING INTELLECTUAL PROPERTY OBLIGATIONS
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SCHEDULE 3

PRE-CLOSING INTELLECTUAL PROPERTY UNDERTAKINGS
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SCHEDULE 4

FORM OF RESIGNATION OF DIRECTORS
AND OFFICERS OF THE COMPANY
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SCHEDULE 5

SELLER’'SDISCLOSURE SCHEDULE
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SCHEDULE 6

SELLER’'SREQUIRED CONSENTS
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SCHEDULE 7

PURCHASER’'SREQUIRED CONSENTS
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Exhibit 31.1

CERTIFICATION

I, KostaN. Kartsatis, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Fossil, Inc.;

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

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

periods presented in this quarterly report;

4. Theregistrant’s other certifying officersand | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the registrant and have:

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

b. (paragraph omitted pursuant to SEC Release Nos. 33-8238 and 34-47986);

c. evauated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this quarterly
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this quarterly report based on such evaluation; and

d. disclosed in thisquarterly report any change in the registrant’ sinternal control over financial reporting that occurred
during the registrant’ s most recent fiscal quarter that has materially affected, or isreasonably likely to materially
affect, the registrant’ sinternal control over financial reporting; and
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5. Theregistrant’s other certifying officers and | have disclosed, based on our most recent eval uation of internal control over

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

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

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

May 12, 2004 /s KostaN. Kartsotis
KostaN. Kartsotis
President and Chief Executive
Officer
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Exhibit 31.2

CERTIFICATION
I, Mike L. Kovar, certify that:
1. | havereviewed this quarterly report on Form 10-Q of Fossil, Inc,;

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

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

4. Theregistrant’s other certifying officersand | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the registrant and have:

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

b. (paragraph omitted pursuant to SEC Release Nos. 33-8238 and 34-47986);

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

d. disclosed in thisquarterly report any change in the registrant’ sinternal control over financial reporting that occurred
during the registrant’ s most recent fiscal quarter that has materially affected, or isreasonably likely to materially
affect, the Registrant’ sinternal control over financial reporting; and
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5. Theregistrant’s other certifying officers and | have disclosed, based on our most recent eval uation of internal control over

financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

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

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

May 12, 2004 /sl Mike L. Kovar
Mike L. Kovar
Senior Vice President, Chief
Financial Officer and Treasurer
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Exhibit 32.1

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the filing of the Quarterly Report on Form 10-Q for the Quarter Ended April 3, 2004 (the “ Report™) by Fossil, Inc.
(“Registrant”), the undersigned hereby certifies that:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended,
and

2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of Registrant.

/s KostaN. Kartsotis
KostaN. Kartsotis

Director, President and Chief
Executive Officer

Date: May 12, 2004

A signed original of thiswritten statement required by Section 906 has been provided to Fossil, Inc. and will be maintained by Fossil,
Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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Exhibit 32.2

Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the filing of the Quarterly Report on Form 10-Q for the Quarter Ended April 3, 2004 (the “ Report™) by Fossil, Inc.
(“Registrant”), the undersigned hereby certifies that:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended,
and

2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of Registrant.

/s Mike L. Kovar

Mike L. Kovar

Senior Vice President, Chief
Financial Officer and Treasurer

Date: May 12, 2004

A signed original of thiswritten statement required by Section 906 has been provided to Fossil, Inc. and will be maintained by Fossil,
Inc. and furnished to the Securities and Exchange Commission or its staff upon request.




