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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of American Eagle Outfitters, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of American Eagle Outfitters, Inc. (the Company) as of January 28, 2023 and
January 29, 2022, the related consolidated statements of operations, comprehensive income (loss), stockholders’ equity and cash flows for each
of the three years in the period ended January 28, 2023, and the related notes (collectively referred to as the “consolidated financial statements”).
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company at January 28,
2023 and January 29, 2022, and the results of its operations and its cash flows for each of the three years in the period ended January 28, 2023,
in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
Company’s internal control over financial reporting as of January 28, 2023, based on criteria established in Internal Control-Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework) and our report dated March 13, 2023
expressed an unqualified opinion thereon.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company’s
financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits
included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for
our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that was communicated
or required to be communicated to the audit committee and that: (1) relates to accounts or disclosures that are material to the financial
statements and (2) involved our especially challenging, subjective or complex judgments. The communication of the critical audit matter does not
alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit
matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.

Retail Store Long-Lived Asset Impairment

Description of the Matter As more fully described in Notes 2 and 17 to the consolidated financial statements, the Company
evaluates if there are indicators of impairment for long-lived assets in accordance with ASC 360, Property,
Plant, and Equipment. The Company'’s first step is to determine whether indicators of impairment exist in
its long-lived assets (store fixtures, leasehold improvements, and operating lease right-of-use assets) at
the individual retail store level, which is the lowest level at which individual cash flows can be identified. If
indicators of impairment are identified for any retail stores, the Company evaluates if the projected
undiscounted cash flows to be generated by those store assets are less than their carrying amounts.
When this is the case, the Company compares the estimated fair value of the respective retail store assets
to its carrying value. If fair value is less than carrying value, an impairment loss is recorded for the
difference. The significant assumption used in the Company’s estimated fair value of certain retail stores is
forecasted revenue. For the year ended January 28, 2023, the Company recorded retail store impairment
charges of $17.1 million. Of the total, $13.1 million related to the impairment
of operating lease right-of-use assets and $4.0 million related to the impairment of store property and
equipment (store fixtures and leasehold improvements).

Auditing the Company’s retail store impairment analyses was complex and subjective, as it involved
evaluating the significant assumption related to forecasted revenue which is used to estimate the fair value
of those retail stores to calculate any impairment charge.
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How We Addressed the Matter in ~ We obtained an understanding, evaluated the design, and tested the operating effectiveness of controls

Our Audit over the Company’s processes over the identification of indicators of impairment, the assessment of the
projected undiscounted cash flows to be generated by retail stores with indicators of impairment, the
determination of the fair value of the retail stores and the measurement of any resulting impairment. These
controls include, among others, management'’s review of the assumptions utilized to determine fair value
estimates, and management’s testing of the completeness and accuracy of the underlying data utilized to
estimate the fair value of the retail stores.

Our testing of the Company’s retail store impairment analyses included, among other procedures,
inspecting the Company’s analysis of historical results to determine if contrary evidence existed as to the
completeness of the population of potentially impaired retail stores. Additionally, we evaluated the
assumptions used by management in the analyses, including the significant assumption discussed above
used to estimate fair value. For example, we compared the significant assumption used by management
to historical results, current industry and economic trends, and other relevant factors. We performed
sensitivity analyses of the significant assumption to evaluate the changes in the fair value of the individual
retail stores that would result from changes in the underlying assumption. We involved our valuation
specialists to assist in our evaluation of the fair value estimate specific to evaluating market participant
data.

/sl Ernst & Young LLP

We have served as the Company’s auditor since 1993.

Pittsburgh, Pennsylvania
March 13, 2023
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AMERICAN EAGLE OUTFITTERS, INC.
Consolidated Balance Sheets

January 28, January 29,
(In thousands, except per share amounts) 2023 2022
Assets
Current assets:
Cash and cash equivalents $ 170,209 434,770
Merchandise inventory 585,083 553,458
Accounts receivable, net 242,386 286,683
Prepaid expenses and other 102,563 122,013
Total current assets 1,100,241 1,396,924
Operating lease right-of-use assets 1,086,999 1,193,021
Property and equipment, at cost, net of accumulated depreciation 781,514 728,272
Goodwill 264,945 271,416
Intangible assets, net 94,536 102,701
Non-current deferred income taxes 36,483 44 167
Other assets 56,238 50,142
Total assets $ 3,420,956 3,786,643
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 234,340 231,782
Current portion of operating lease liabilities 337,258 311,005
Unredeemed gift cards and gift certificates 67,618 71,365
Accrued compensation and payroll taxes 51,912 141,817
Accrued income and other taxes 10,919 16,274
Other current liabilities and accrued expenses 66,901 70,628
Total current liabilities 768,948 842,871
Non-current liabilities:
Non-current operating lease liabilities 1,021,200 1,154,481
Long-term debt, net 8,911 341,002
Other non-current liabilities 22,734 24,617
Total non-current liabilities 1,052,845 1,520,100
Commitments and contingencies — —
Stockholders’ equity:
Preferred stock, $0.01 par value; 5,000 shares authorized; none issued and
outstanding — —
Common stock, $0.01 par value; 600,000 shares authorized; 249,566 shares
issued; 195,064 and 168,699 shares outstanding, respectively 2,496 2,496
Contributed capital 341,775 636,355
Accumulated other comprehensive loss, net of tax (32,630) (40,845)
Retained earnings 2,137,126 2,203,772
Treasury stock, 54,502 and 80,867 shares, respectively, at cost (849,604 ) (1,378,106
Total stockholders' equity 1,599,163 1,423,672
Total liabilities and stockholders’ equity $ 3,420,956 3,786,643

Refer to Notes to Consolidated Financial Statements
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AMERICAN EAGLE OUTFITTERS, INC.
Consolidated Statements of Operations

A-5

For the Years Ended

January 28, January 29, January 30,

(In thousands, except per share amounts) 2023 2022 2021
Total net revenue $ 4,989,833 § 5,010,785  $ 3,759,113
Cost of sales, including certain buying, occupancy and warehousing

expenses 3,244,585 3,018,995 2,610,966
Gross profit 1,745,248 1,991,790 1,148,147
Selling, general and administrative expenses 1,269,095 1,222,000 977,264
Impairment, restructuring and COVID-19 — related charges 22,209 11,944 279,826
Depreciation and amortization expense 206,897 166,781 162,402
Operating income (loss) 247,047 591,065 (271,345)
Debt-related charges 64,721 — —
Interest expense, net 14,297 34,632 24,610
Other income, net (10,465) (2,489) (3,682)
Income (loss) before income taxes 178,494 558,922 (292,273)
Provision (benefit) for income taxes 53,358 139,293 (82,999)
Net income (loss) $ 125136 $ 419,629 $ (209,274 )
Basic net income (loss) per common share $ 0.69 $ 2.50 $ (1.26)
Diluted net income (loss) per common share $ 0.64 $ 203 $ (1.26)
Weighted average common shares outstanding - basic 181,778 168,156 166,455
Weighted average common shares outstanding - diluted 205,226 206,529 166,455

Refer to Notes to Consolidated Financial Statements
AMERICAN EAGLE OUTFITTERS, INC.
Consolidated Statements of Comprehensive Income (Loss)
For the Years Ended
January 28, January 29, January 30,

(In thousands) 2023 2022 2021
Net income (loss) $ 125136  $ 419629 $ (209,274)
Other comprehensive gain (loss):
Foreign currency translation gain (loss) 8,215 (97) (7,580)
Other comprehensive gain (loss) 8,215 (97) (7,580)
Comprehensive inco e (loss) $ 133351 § 419532 § (216,854)

Refer to Notes to Consolidated Financial Statements
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AMERICAN EAGLE OUTFITTERS, INC.
Consolidated Statements of Cash Flows

For the Years Ended

January 28, January 29, January 30,
(In thousands) 2023 2022 2021
Operating activities:
Net income (loss) $ 1251136 $ 419,629 $ (209,274 )
Adjustments to reconcile net income (loss) to net cash provided by
operating activities:
Depreciation and amortization 212,499 171,151 165,580
Share-based compensation 38,986 38,153 32,778
Deferred income taxes 31,049 (12,850) (34,890)
Loss on impairment of assets 20,633 11,944 249,163
Loss on exchange of convertible senior notes 60,341 — —
Changes in assets and liabilities:
Merchandise inventory (38,364) (147,140) 42,156
Operating lease assets 345,798 296,652 226,376
Operating lease liabilities (361,142) (352,547) (238,810)
Other assets 70,131 (134,152) (107,317)
Accounts payable 2,019 (36,192) (30,909)
Accrued compensation and payroll taxes (90,114) (1,412) 95,116
Accrued and other liabilities (10,676) 50,435 12,529
Net cash provided by operating activities 406,296 303,671 202,498
Investing activities:
Acquisitions of businesses, net of cash acquired — (358,151) —
Capital expenditures for property and equipment (260,378) (233,847) (127,975)
Purchase of available-for-sale investments — (75,000) (14,956)
Sale of available-for-sale investments — 75,000 69,956
Other investing activities (997) (2,603) (970)
Net cash used for investing activities (261,375) (594,601) (73,945)
Financing activities:
Accelerated share repurchase (200,000) — —
Principal paid in connection with exchange of convertible senior notes due
2025 (136,419) — —
Cash dividends paid (64,767) (113,945) (22,854)
Repurchase of common stock from employees (9,780) (24,018) (5,413)
Other financing activities 984 (299) (1,199)
Net proceeds from stock options exercised 2,089 13,065 3,265
Repurchase of common stock as part of publicly announced programs — — (20,000)
Proceeds from revolving line of credit and convertible senior notes, net — — 406,108
Net cash (used for) provided by financing activities (407,893) (125,197) 359,907
Effect of exchange rates on cash (1,589) 420 87
Net change in cash and cash equivalents (264,561) (415,707) 488,547
Cash and cash equivalents - beginning of period $ 434,770 $ 850,477 $ 361,930
Cash and cash equivalents - end of period 170,209 434,770 850,477

Refer to Notes to Consolidated Financial Statements
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AMERICAN EAGLE OUTFITTERS, INC.

Notes to Consolidated Financial Statements
For the Year Ended January 28, 2023

1. Business Operations

»

American Eagle Outfitters, Inc. (the “Company,” “we” and “our’), a Delaware corporation, operates under the American Eagle® (“AE”) and Aerie®
brands. We also operate Todd Snyder New York, a premium menswear brand, and Unsubscribed, which focuses on consciously-made slow
fashion.

Founded in 1977, the Company is a leading multi-brand specialty retailer that operates more than 1,100 retail stores in the United States and
internationally, online through our digital channels at www.ae.com and www.aerie.com, www.toddsnyder.com, www.unsubscribed.com and more
than 200 international store locations managed by third-party operators. Through its portfolio of brands, the Company offers high quality, on-trend
clothing, accessories, and personal care products at affordable prices. The Company’s online business, AEO Direct, ships to approximately 80
countries worldwide.

AEO Direct reinforces each particular brand platform and is designed to complement the in-store experience. We offer the ability for customers to
return products seamlessly via any channel regardless of where products were originally purchased. We also offer a variety of channels to fulfill
customer orders. These include “ship to home,” - which can be fulfilled either through our distribution centers or our store sites (buy online, ship
from stores) when purchased online or through our app; “store pick-up,” - which consists of online orders being fulfilled eith er in store or curbside,
and we offer “store-to-door” capability where customers order within our store, and the goods are shipped directly to their home.

In Fiscal 2021, we acquired AirTerra, Inc. ("AirTerra") and Quiet Logistics, Inc. ("Quiet Logistics"), creating a new supply chain platform ("Quiet
Platforms”). Quiet Logistics is a leading logistics company that operates a network of in-market fulfillment centers, locating products closer to
need, creating inventory efficiencies, cost benefits and affordable same-day and next-day delivery options for customers and stores. AirTerra is a
logistics service and platform that solves e-commerce fulfillment and shipping challenges in a unique and innovative way for retailers and brands
of all sizes. Both acquisitions represent an important step in building our supply chain platform, as part of our ongoing supply chain
transformation strategy of leveraging scale and innovation to help us mange costs and improve service.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The Consolidated Financial Statements include the accounts of the Company and its wholly owned subsidiaries and consolidated entities where
the Company's ownership percentage is less than 100%. Non-controlling interests are included as a component of contributed capital within the
Consolidated Balance Sheets and Consolidated Statements of Stockholders' Equity and was not material for any period presented. All
intercompany transactions and balances have been eliminated in consolidation. At January 28, 2023, the Company operated in two reportable
segments, American Eagle and Aerie.

Fiscal Year

Our fiscal year is a 52- or 53-week year that ends on the Saturday nearest to January 31. As used herein, “Fiscal 2023” refers to the 53-week
period that will end on February 3, 2024. “Fiscal 2022” refers to the 52-week period ended January 28, 2023. “Fiscal 2021” refers to the 52-week
period ended January 29, 2022. “Fiscal 2020” refers to the 52-week period ended January 30, 2021.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (“GAAP”)
requires the Company’s management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. On an ongoing basis, our management reviews its estimates based on
currently available information. Changes in facts and circumstances may result in revised estimates.

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

Refer to Note 4 to the Consolidated Financial Statements for information regarding cash and cash equivalents.

Accounts Receivable

The Company maintains an allowance for doubtful accounts for estimated losses from the failure of certain of our customers to make required
payments for products or services delivered. The Company estimates this allowance based on the age of the related receivable, knowledge of
the financial condition of customers, review of historical and expected future receivables, reserve trends and other pertinent information. If the
financial condition of customers deteriorates or an unfavorable trend in receivable collections is experienced in the future, additional allowances
may be required. Historically, the Company’s reserves have approximated actual experience.

Merchandise Inventory

Merchandise inventory is valued at the lower of average cost or net realizable value, utilizing the retail method. Average cost includes
merchandise design and sourcing costs and related expenses. The Company records merchandise receipts when control of the merchandise has
transferred to the Company.

The Company reviews its inventory levels to identify slow-moving merchandise and generally uses markdowns to clear merchandise. Additionally,
the Company estimates a markdown reserve for future planned permanent markdowns related to current inventory. Markdowns may occur when
inventory exceeds customer demand for reasons of style, seasonal adaptation, changes in customer preference, lack of consumer acceptance of
fashion items, or competition, or if it is determined that the inventory in stock will not sell at its currently ticketed price. Such markdowns may have
a material adverse impact on earnings, depending on the extent and amount of inventory affected.

The Company also estimates a shrinkage reserve for the period between the last physical count and the balance sheet date. The estimate for the
shrinkage reserve, based on historical results, can be affected by changes in merchandise mix and changes in actual shrinkage trends.
Copyright 2025 © McGraw Hill LLC. All rights reserved. No reproduction or distribution without the prior written consent of McGraw Hill LLC.
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Property and Equipment

Property and equipment are recorded on the basis of cost with depreciation computed utilizing the straight-line method over the assets’ estimated
useful lives. The useful lives of our major classes of assets are as follows:

Buildings 25 years

Leasehold improvements Lesser of 10 years or the term of the lease
Fixtures and equipment Five years

Information technology Three to five years

As of January 28, 2023, the weighted average remaining useful life of our assets was approximately six years.

In accordance with ASC 360, Property, Plant, and Equipment (“ASC 360”), the Company’s management evaluates the value of leasehold
improvements, store fixtures, and operating lease right-of-use ("ROU") assets associated with retail stores. The Company evaluates long-lived
assets for impairment at the individual store level, which is the lowest level at which individual cash flows can be identified . Impairment losses are
recorded on long-lived assets used in operations when events and circumstances indicate that the assets might be impaired and the projected
undiscounted cash flows estimated to be generated by those assets are less than the carrying amounts. When events such as these occur, the
impaired assets are adjusted to their estimated fair value and an impairment loss is recorded separately as a component of operating income
(loss) within impairment, restructuring and COVID-19 - related charges in the Consolidated Statements of Operations.

Our impairment loss calculations require management to make assumptions and to apply judgment to estimate future cash flows and asset fair
values. The significant assumption used in our fair value analysis is forecasted revenue. We do not believe there is a reasonable likelihood that
there will be a material change in the estimates or assumptions we use to calculate long-lived asset impairment losses. However, if actual results
are not consistent with our estimates and assumptions, our consolidated operating results could be adversely affected.

When the Company closes, remodels, or relocates a store prior to the end of its lease term, the remaining net book value of the assets related to
the store is recorded as a write-off of assets within depreciation and amortization expense.

Refer to Note 8 to the Consolidated Financial Statements for additional information regarding property and equipment, and refer to Note 17 to the
Consolidated Financial Statements for additional information regarding impairment charges for Fiscal 2022, Fiscal 2021 and Fiscal 2020.

Goodwill and Intangible Assets

The Company’s goodwill is primarily related to the acquisitions of Quiet Logistics and AirTerra, in Fiscal 2021, as well as its importing operations
and Canadian business, and represents the excess of cost over fair value of net assets of businesses acquired. In accordance with ASC 350,
Intangibles — Goodwill and Other, the Company evaluates goodwill for possible impairment at least annually as of the last day of the fiscal year
and upon occurrence of certain triggering events or substantive changes in circumstances that indicate that the fair value of a reporting unit may
be below its carrying value. If the carrying value of the reporting unit exceeds the fair value, an impairment charge is recorded in the period of the
evaluation based on that difference. The Company last performed an annual goodwill impairment test as of January 28, 2023. There was no
goodwill impairment charge recorded during Fiscal 2022, Fiscal 2021, or Fiscal 2020.

Definite-lived intangible assets are initially recorded at fair value, with amortization computed utilizing the straight-line method over the assets’
estimated useful lives. The Company’s definite-lived intangible assets, which consist primarily of trademark assets, are generally amortized over
10 to 15 years.

The Company evaluates definite-lived intangible assets for impairment in accordance with ASC 360 when events or circumstances indicate that
the carrying value of the asset may not be recoverable. Such an evaluation includes the estimation of undiscounted future cash flows to be
generated by those assets. If the sum of the estimated future undiscounted cash flows is less than the carrying amounts of the assets, then the
assets are impaired and are adjusted to their estimated fair value. No definite-lived intangible asset impairment charges were recorded for all
periods presented.

Refer to Note 9 to the Consolidated Financial Statements for additional information regarding goodwill and intangible assets.

Leases

The Company leases all store premises, the Canadian distribution center in Mississauga, Ontario, regional distribution facilities, some of its office
space and certain information technology and office equipment. These leases are generally classified as operating leases.

Store leases generally provide for a combination of base rentals and contingent rent based on store sales. Additionally, most leases include
lessor incentives such as construction allowances and rent holidays. The Company is typically responsible for tenant occupancy costs including
maintenance costs, common area charges, real estate taxes and certain other expenses. When measuring operating lease ROU assets and
operating lease liabilities, the Company only includes cash flows related to options to extend or terminate leases once those options are
executed.

Some leases have variable payments. However, because they are not based on an index or rate, they are not included in the measurement of
operating lease ROU assets and operating lease liabilities.

When determining the present value of future payments for an operating lease that does not have a readily determinable implicit rate, the
Company uses its incremental borrowing rate as of the date of initial possession of the leased asset.

For leases that qualify for the short-term lease exemption, the Company does not record an operating lease liability or operating lease ROU
asset. Short-term lease payments are recognized on a straight-line basis over the lease term of 12 months or less.

Refer to Note 11 to the Consolidated Financial Statements for additional information.

Co-Branded and Private Label Credit Cards

The Company offers a co-branded credit card and a private-label credit card under the AE and Aerie brands. These credit cards are issued by a
third-party bank (the “Bank”) in accordance with a credit card agreement (the “Agreement”). The Company has no liability to the Bank for bad
debt expense, provided that purchases are made in accordance with the Bank’s procedures. We receive funding from the Bank based on the
Agreement and card activity, which includes payments for new account activations and usage of the credit cards. We recognize revenue for this
funding as we fulfill our performance obligations under the Agreement. This revenue is recorded in other revenue, which is a component of total
net revenue in our Consolidated Statements of Operations.
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Customer Loyalty Program

The Company offers a highly digitized loyalty program called Real Rewards by American Eagle and Aerie™ (the “Program”). The Program
features both shared and unique benefits for loyalty members and credit card holders. Under the Program, members accumulate points based on
purchase activity and earn rewards by reaching certain point thresholds. Members earn rewards in the form of discount savings certificates.
Rewards earned are valid through the stated expiration date, which is 60 days from the issuance date of the reward. Rewards not redeemed
during the 60-day redemption period are forfeited.

Points earned under the Program on purchases at AE and Aerie are accounted for in accordance with ASC 606, Revenue from Contracts with
Customers (“ASC 606”). The portion of the sales revenue attributed to the reward points is deferred and recognized when the reward is
redeemed or when the points expire, using the relative stand-alone selling price method. Additionally, reward points earned using the co-branded
credit card on non-AE or Aerie purchases are accounted for in accordance with ASC 606. As the points are earned, a current liability is recorded
for the estimated cost of the reward, and the impact of adjustments is recorded in revenue.

The Company defers a portion of the sales revenue attributed to the loyalty points and recognizes revenue when the points are redeemed or
expire, consistent with the requirements of ASC 606.

Sales Return Reserve

Revenue is recorded net of estimated and actual sales returns and deductions for coupon redemptions and other promotions. The Company
records the impact of adjustments to its sales return reserve quarterly within total net revenue and cost of sales. The sales return reserve reflects
an estimate of sales returns based on projected merchandise returns determined using historical average return percentages.

For the Years Ended

January 28, January 29, January 30,
(In thousands) 2023 2022 2021
Beginning balance $ 9,168  $ 8377 $ 5,825
Returns (150,987) (149,988) (107,700)
Provisions 152,188 150,779 110,252
Ending balance $ 10,369 $ 9,168 $ 8,377

The presentation on a gross basis consists of a separate right of return asset and liability. These amounts are recorded within (i) prepaid
expenses and other and (ii) other current liabilities and accrued expenses, respectively, on the Consolidated Balance Sheets.

Long-Term Debt

In April 2020, the Company issued $415 million aggregate principal amount of convertible senior notes due 2025 (the "2025 Notes"). Prior to the
adoption of ASU 2020-06 in Fiscal 2022, the 2025 Notes were accounted for under the cash conversion model, which is one of the models
eliminated by ASU 2020-06. The adoption of ASU 2020-06 resulted in the 2025 Notes being accounted for as a single balance in long-term debt,
rather than being accounted for as separate debt and equity components.

In June 2022, the Company entered into an amended and restated credit agreement (the “Credit Agreement”). The Credit Agreement provides
senior secured asset-based revolving credit for loans and letters of credit up to $700 million, subject to customary borrowing base limitations (the
"Credit Facility"). The Credit Facility expires on June 24, 2027.

Refer to Note 10 to the Consolidated Financial Statements for additional information regarding Long-Term Debt.

Income Taxes

The Company calculates income taxes in accordance with ASC 740, Income Taxes (“ASC 740”), which requires the use of the liability method.
Under this method, deferred tax assets and liabilities are recognized based on the difference between the Consolidated Financial Statements
carrying amounts of existing assets and liabilities and their respective tax bases as computed pursuant to ASC 740. Deferred tax assets and
liabilities are measured using the tax rates, based on certain judgments regarding enacted tax laws and published guidance in effect in the years
when those temporary differences are expected to reverse. A valuation allowance is established against the deferred tax assets when it is more
likely than not that some portion or all of the deferred taxes may not be realized. Changes in the Company’s level and composition of earnings,
tax laws or the deferred tax valuation allowance, as well as the results of tax audits may materially impact the Company’s effective income tax
rate.

The Company evaluates its income tax positions in accordance with ASC 740, which prescribes a comprehensive model for recognizing,
measuring, presenting and disclosing in the financial statements tax positions taken or expected to be taken on a tax return, including a decision
whether to file or not to file in a particular jurisdiction. Under ASC 740, a tax benefit from an uncertain position may be recognized only if it is
“more likely than not” that the position is sustainable based on its technical merits.

The calculation of deferred tax assets and liabilities, as well as the decision to recognize a tax benefit from an uncertain position and to establish
a valuation allowance requires management to make estimates and assumptions. The Company believes that its estimates and assumptions are
reasonable, although actual results may have a positive or negative material impact on the balances of deferred tax assets and liabilities,
valuation allowances or net income (loss).

Refer to Note 15 to the Consolidated Financial Statements for additional information.

Accelerated Share Repurchase Agreement

On June 3, 2022, the Company entered into an accelerated share repurchase agreement (the “ASR Agreement”) with JPMorgan Chase Bank
(“JPM”). Pursuant to the terms of the ASR Agreement, on June 3, 2022 the Company paid $200.0 million in cash and received an initial delivery
of 13.4 million shares of its common stock on June 3, 2022. At final settlement, on July 28, 2022, an additional 3.7 million shares were received.
The cumulative repurchase under the ASR Agreement was 17.0 million shares repurchased at an average price per share of $11.75. The
aforementioned shares have been recorded as treasury stock.
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Revenue Recognition

The Company recognizes revenue pursuant to ASC 606. Revenue is recorded for store sales upon the purchase of merchandise by customers.
The Company’s e-commerce operation records revenue upon the customer receipt date of the merchandise. Shipping and handling revenues are
included in total net revenue. Sales tax collected from customers is excluded from revenue and is included as part of accrued income and other
taxes on the Company’s Consolidated Balance Sheets.

Revenue is recorded net of estimated and actual sales returns and promotional price reductions. The Company records the impact of
adjustments to its sales return reserve quarterly within total net revenue and cost of sales. The sales return reserve reflects an estimate of sales
returns based on projected merchandise returns determined using historical average return percentages. The presentation on a gross basis of
the sales return reserve consists of a separate right of return asset and liability. These amounts are recorded within (i) prepaid expenses and
other and (ii) other current liabilities and accrued expenses, respectively, on the Consolidated Balance Sheets.

Revenue is not recorded on the issuance of gift cards. A current liability is recorded upon issuance, and revenue is recognized when the gift card
is redeemed for merchandise. Additionally, the Company recognizes revenue on gift card breakage, determined through historical redemption
trends. Revenue on unredeemed gift cards, based on an estimate of the amounts that will not be redeemed ("gift card breakage"), is recognized
in proportion to actual gift card redemptions as a component of total net revenue. The Company determines an estimated gift card breakage rate
by continuously evaluating historical redemption data and the time when there is a remote likelihood that a gift card will be redeemed. The
Company recorded approximately $10.3 million, $10.3 million, and $8.8 million during Fiscal 2022, Fiscal 2021, and Fiscal 2020, respectively, of
revenue related to gift card breakage.

The Company recognizes royalty revenue generated from its license or franchise agreements based on a percentage of merchandise sales by
the licensee/franchisee. This revenue is recorded as a component of total net revenue when earned and collection is probable.

The Company defers a portion of the sales revenue attributed to loyalty points and recognizes revenue when the points are redeemed or expire,
consistent with the requirements of ASC 606. Refer to Customer Loyalty Program above for additional information.

Revenue associated with Quiet Platforms is recognized as the services are performed.

Cost of Sales, Including Certain Buying, Occupancy, and Warehousing Expenses

Cost of sales consists of merchandise costs, including design, sourcing, importing and inbound freight costs, as well as markdowns, shrinkage
and certain promotional costs (collectively, “merchandise costs”), Quiet Platforms, costs to service its customers and buying, occupancy and
warehousing costs and services.

Design costs are related to the Company's Design Center operations and include compensation, travel and entertainment, supplies and samples
for our design teams, as well as rent and depreciation for our Design Center. These costs are included in cost of sales as the respective inventory
is sold.

Buying, occupancy and warehousing costs and services consist of compensation, employee benefit expenses and travel and entertainment for
our buyers and certain senior merchandising executives; rent and utilities related to our stores, corporate headquarters, distribution centers and
other office space; freight from our distribution centers to the stores;

compensation and supplies for our distribution centers, including purchasing, receiving and inspection costs; and shipping and handling costs
related to our e-commerce operation. Gross profit is the difference between total net revenue and cost of sales.

Selling, General, and Administrative Expenses

Selling, general and administrative expenses consist of compensation and employee benefit expenses, including salaries, incentives and related
benefits associated with our stores and corporate headquarters. Selling, general and administrative expenses also include advertising costs,
supplies for our stores and home office, communication costs, travel and entertainment, leasing costs and services purchased.

Selling, general and administrative expenses do not include compensation, employee benefit expenses and travel for our design, sourcing and
importing teams, our buyers and our distribution centers as these amounts are recorded in cost of sales. Additionally, selling, general and
administrative expenses do not include rent and utilities related to our stores, operating costs of our distribution centers, and shipping and
handling costs related to our e-commerce operations, all of which are included in cost of sales.

Advertising Costs

Certain advertising costs, including direct mail, in-store photographs, and other promotional costs are expensed when the marketing campaign
commences. As of January 28, 2023 and January 29, 2022, the Company had prepaid advertising expense of $6.1 million for both periods. All
other advertising costs are expensed as incurred. The Company recognized $175.2 million, $173.6 million, and $150.0 million in advertising
expense during Fiscal 2022, Fiscal 2021, and Fiscal 2020, respectively.

Store Pre-Opening Costs

Store pre-opening costs consist primarily of rent, advertising, supplies, and payroll expenses. These costs are expensed as incurred.

Debt-Related Charges

Debt-related charges consists primarily of a $60.4 million induced conversion expense on the exchanges of the 2025 Notes, along with certain
other costs related to actions we took to strengthen our capital structure during Fiscal 2022. Refer to Note 10 to the Consolidated Financial
Statements for additional information regarding the 2025 Notes.

Interest Expense, Net

Interest expense, net primarily consists of interest expense related to the Company’s 2025 Notes and borrowings under our Credit Facility,
partially offset by interest income from cash and cash equivalents.

Other Income, Net

Other income, net consists primarily of allowances for uncollectible receivables, foreign currency fluctuations and changes in other non-operating
items. Non-controlling interest was not material for any period presented and is included within other income, net.
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Legal Proceedings and Claims

The Company is subject to certain legal proceedings and claims arising out of the conduct of its business. In accordance with ASC 450,
Contingencies (“ASC 450”), the Company records a reserve for estimated losses when the loss is probable and the amount can be reasonably
estimated. If a range of possible loss exists and no anticipated loss within the range is more likely than any other anticipated loss, the Company
records the accrual at the low end of the range, in accordance with ASC 450. As the Company believes that it has provided adequate reserves, it
anticipates that the ultimate outcome of any matter currently pending against the Company will not materially affect the consolidated financial
position, results of operations or cash flows of the Company. However, our assessment of any litigation or other legal claims could potentially
change in light of the discovery of facts not presently known or determinations by judges, juries, or other finders of fact that are not in accord with
management’s evaluation of the possible liability or outcome of such litigation or claims.

Supplemental Disclosures of Cash Flow Information

The table below shows supplemental cash flow information for cash amounts (received) paid during the respective periods:

For the Years Ended

January 28, January 29, January 30,
(In thousands) 2023 2022 2021
Cash (received) paid during the periods for:
Income taxes $ (22,109) $ 182,656 $ 4,191
Interest $ 15435  $ 8,729 $ 10,316

Segment Information

The Company has identified two operating segments (American Eagle and Aerie brand) that also represent our reportable segments and reflect
the Chief Operating Decision Maker's (defined as our CEO) internal view of analyzing results and allocating resources. Additionally, our Todd
Snyder and Unsubscribed brands and Quiet Platforms have been identified as separate operating segments; however, as they do not meet the
quantitative thresholds for separate disclosures they have been included in the Corporate and Other category. For additional information,
regarding the Company’s segment and geographic information, refer to Note 16 to the Consolidated Financial Statements.

3. Acquisitions

On December 29, 2021, the Company completed the acquisition of Quiet Logistics, Inc. and certain other strategic investments pursuant to a
Stock Purchase Agreement, dated as of November 1, 2021. Quiet Logistics is a leading logistics company that operates a network of in-market
fulfillment centers, locating products closer to need, creating inventory efficiencies, cost benefits and affordable same-day and next-day delivery
options to customers and stores.

At the closing of the transaction, the Company acquired from the sellers all of the issued and outstanding shares of capital stock of Quiet
Logistics and certain equity interests in two related strategic investments.

The aggregate purchase price paid at the closing, after giving effect to estimated adjustments in respect of working capital and other customary
matters, was approximately $360.6 million in cash.

In accordance with ASC 805, Business Combinations ("ASC 805"), the total purchase price was allocated to the net tangible and intangible
assets acquired and liabilities assumed based on their estimated fair values at the date of the acquisition. Such estimated fair values require
management to make estimates and judgments, especially with respect to intangible assets. Goodwill was calculated as the excess of the
consideration transferred over the net assets recognized and represents the future economic benefits arising from other assets acquired that
could not be individually identified and separately recognized.

The following table summarizes the final fair values of the Quiet Logistics assets acquired and liabilities assumed at the acquisition date:

Current assets:

Cash and cash equivalents $ 3,857

Accounts Receivable 23,207

Prepaid expenses 3,210
Total current assets $ 30,274
Property and equipment $ 28,728
Intangible assets 51,500
Goodwill 248,798
Other long-term assets 118,550
Total Assets $ 477,850
Current liabilities $ 29,819
Total long-term liabilities 87,415
Total Liabilities $ 117,234
Total purchase price $ 360,616
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The purchase price allocation included $51.5 million of acquired intangible assets, of which $39.0 million was assigned to customer relationships
and $12.5 million was assigned to trade names, which were both recognized at fair value on the acquisition date. The fair value of the identifiable
intangible assets was estimated using the income approach through a discounted cash flow analysis. The cash flows were based on estimates
used to price the Quiet Logistics acquisition, and the discount rates applied were benchmarked with reference to the implied rate of return to the
Company’s pricing model and the weighted-average cost of capital of 14.5%. Additionally, the significant assumption used to determine the fair
value of the customer relationships intangible asset was revenue growth. This significant assumption is forward-looking and could be affected by
future economic and market conditions. The customer relationships and trade name intangible assets are subject to useful lives of 10 and 15
years, respectively. Deferred tax assets were increased by $6.3 million in Fiscal 2022 related to the finalization of the net operating loss ("NOL")
benefit.

In accordance with ASC 350, the $248.8 million of goodwill that was associated with the Quiet Logistics acquisition was assigned to the reporting
units that benefited from the acquisition, namely the AE, Aerie and Quiet Platforms reporting units in the amounts of $101.6 million, $110.6 million
and $36.6 million, respectively. The goodwill recognized is attributable primarily to expected synergies and the assembled workforce of Quiet
Logistics. None of the goodwill is expected to be deductible for income tax purposes.

On May 3, 2021, the Company completed the acquisition of AirTerra, Inc. AirTerra is a logistics and supply chain platform that solves e-commerce
fulfillment and shipping challenges in a unique and innovative way for retailers and brands of all sizes. The aggregate purchase price paid at
closing was $3.0 million.

Together, the Quiet Logistics and AirTerra acquisitions represent an important step in building Quiet Platforms, as part of our ongoing supply
chain transformation strategy of leveraging scale and innovation to help us manage costs and improve service.

Pro forma results from acquisitions completed during the year ended January 29, 2022 were determined not to be material.

4. Cash and Cash Equivalents

The following table summarizes the fair market value of our cash and cash equivalents, which are recorded on the Consolidated Balance Sheets:

January 28, January 29,
(In thousands) 2023 2022
Cash and cash equivalents:
Cash $ 84,960 $ 138,758
Interest-bearing deposits 85,249 296,012
Total cash and cash equivalents $ 170,209 $ 434,770

5. Fair Value Measurements

ASC 820, Fair Value Measurement Disclosures (“ASC 820”), defines fair value, establishes a framework for measuring fair value in accordance
with GAAP, and expands disclosures about fair value measurements. Fair value is defined under ASC 820 as the exit price associated with the
sale of an asset or transfer of a liability in an orderly transaction between market participants at the measurement date.

Financial Instruments

Valuation techniques used to measure fair value under ASC 820 must maximize the use of observable inputs and minimize the use of
unobservable inputs. In addition, ASC 820 establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include:

. Level 1 — Quoted prices in active markets.

. Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly.

. Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

The Company’s cash equivalents are Level 1 financial assets and are measured at fair value on a recurring basis, for all periods presented. Refer
to Note 4 to the Consolidated Financial Statements for additional information regarding cash equivalents.
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The Company had no other financial instruments that required fair value measurement for any of the periods presented.

Fair Value Measurements at January 28, 2023

Quoted Market
Prices in Active

Markets for Significant
Identical Significant Other Unobservable
Assets Observable Inputs Inputs
(In thousands) Carrying Amount (Level 1) (Level 2) (Level 3)
Cash and cash equivalents
Cash $ 84,960 $ 84,960 — —
Interest-bearing deposits 85,249 85,249 — —
Total cash and cash equivalents $ 170,209 $ 170,209 —_ —_

Long-Term Debt
As of January 28, 2023, the Company had no outstanding borrowings under its Credit Facilities.

The Company had approximately $8.8 million aggregate principal of the 2025 Notes outstanding at January 28, 2023. The fair value of the
Company's 2025 Notes is not required to be measured at fair value on a recurring basis. Upon issuance, the fair value of the 2025 Notes was
measured using two approaches that consider market-related conditions, including market benchmark rates and a secondary market quoted
price, and is therefore within Level 2 of the fair value hierarchy.

Refer to Note 10 to the Consolidated Financial Statements for additional information regarding long-term debt and other credit arrangements.

Non-Financial Assets

The Company’s non-financial assets, which include intangible assets and property and equipment, are not required to be measured at fair value
on a recurring basis. However, if certain triggering events occur and the Company is required to evaluate the non-financial asset for impairment,
a resulting impairment would require that the non-financial asset be recorded at the estimated fair value.

Certain long-lived assets were measured at fair value on a nonrecurring basis using Level 3 inputs as defined in ASC 820. During Fiscal 2022,
the Company recorded asset impairment charges of $20.6 million, primarily related to retail store property and equipment, and operating lease
ROU assets. These assets were adjusted to their fair value and the loss on impairment was recorded within impairment, restructuring and
COVID-19 related charges in the Consolidated Statements of Operations.

During Fiscal 2021, the Company recorded asset impairment charges of $11.9 million, primarily related to retail store property and equipment,
and operating lease ROU assets. The assets were adjusted to their fair value and the loss on impairment was recorded within impairment,
restructuring and COVID-19 related charges in the Consolidated Statements of Operations.

The fair value of the Company’s store assets in Fiscal 2022 and Fiscal 2021 was determined by estimating the amount and timing of net future
cash flows and discounting them using a risk-adjusted rate of interest. The Company estimates future cash flows based on its experience and
knowledge of the market in which the store is located.

The fair value of the Company's ROU assets was based upon market rent assumptions.

6. Earnings per Share

The following is a reconciliation between basic and diluted weighted average shares outstanding:

For the Years Ended

January 28, January 29, January 30,
(In thousands) 2023 2022 2021
Numerator:
Net income (loss) and numerator for basic EPS $ 125,136 $ 419,629 $ (209,274)
Add: Interest expense, net of tax, related to the 2025 Notes 5,474 — —
Numerator for diluted EPS $ 130,610  § 419,629 $ (209,274)
Denominator:
Denominator for basic EPS - weighted average shares 181,778 168,156 166,455
Add: Dilutive effect of the 2025 Notes (" 21,507 34,003 —
Add: Dilutive effect of stock options and non-vested restricted stock 1,941 4,370 —
Denominator for diluted EPS - adjusted weighted average shares 205,226 206,529 166,455
Anti-dilutive shares @ 2,182 202 14,259
7. Accounts Receivable, net
Accounts receivable, net is comprised of the following:

January 28, January 29,

(In thousands) 2023 2022
Merchandise sell-offs and vendor receivables 66,193 $ 37,707
AE & Aerie international license receivables 59,837 71,371
Tax and other government refunds 47,201 75,137
Landlord construction allowances 25,235 24,285
Quiet Platforms' customer receivables 23,031 16,095
Gift card receivable 7,728 12,771
Credit card program receivable 3,189 39,507
Other items 9,972 9,810
Total $ 242,386 $ 286,683
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8. Property and Equipment, net

Property and equipment, net consists of the following:

January 28, January 29,

(In thousands) 2023 2022

Land $ 17,910 $ 17,910
Buildings 222,857 219,194
Leasehold improvements 822,292 739,245
Fixtures and equipment 1,635,897 1,496,972
Construction in progress 8,105 7117
Property and equipment, at cost $ 2,707,061 $ 2,480,438
Less: Accumulated depreciation (1,925,547 (1,752,166
Property and equipment, net $ 781,514 $ 728,272

Depreciation expense is as follows:

For the Years Ended
January 28, January 29, January 30,
(In thousands) 2023 2022 2021

Depreciation expense $ 208,014 $ 161,492 $ 159,413

Additionally, during Fiscal 2022, Fiscal 2021, and Fiscal 2020, the Company recorded $4.4 million, $4.4 million and $2.2 million, respectively,
related to asset write-offs within depreciation and amortization expense.

9. Goodwill and Intangible Assets, net

Goodwill and definite-lived intangible assets, net consist of the following:

January 28, 2023 January 29, 2022

American Corporate and American Corporate and
(In thousands) Eagle Aerie Other @? Total Eagle Aerie Other @ Total
Goodwill, beginning
balance" $ 114,883 $ 110600 $ 45933 $ 271416 $ 13,267 $ — 3 — $ 13267
Additions — — — — 101,600 110,600 45,933 258,133
Purchase
accounting
adjustment — — (6,335) (6,335) — — — —
Foreign currency
fluctuation (136) — — (136) 16 — — 16
Goodwill, ending
balance $ 114,747 $ 110600 $ 39,598 $ 264,945 $ 114,883 $ 110,600 $ 45933 § 271,416

(1) Beginning balances for both periods include accumulated impairment of $4.2 million.
(2)  Corporate and Other includes goodwill allocated to the Quiet Platforms reporting unit, which has been identified as a separate operating
segment, but is not material to disclose as a separate reportable segment.

(In thousands) January 28, 2023 January 29, 2022
Intangible assets, beginning balance, at cost $ 102,701 $ 57,065
Additions 985 52,580
Amortization (9,150) (6,944)
Intangible assets, net (" $ 94,536 $ 102,701

(1) The ending balance includes accumulated amortization of $51.7 million and $42.1 million as of January 28, 2023 and January 29, 2022,
respectively.

Amortization expense is as follows:

(In thousands) January 28, 2023 January 29, 2022 January 30, 2021
Amortization expense $ 9,162 $ 6,468 $ 3,752
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The table below summarizes the estimated future amortization expense for intangible assets existing as of January 28, 2023 for the next five
fiscal years:

Future
(In thousands) Amortization
2023 $ 8,912
2024 $ 8,789
2025 $ 8,653
2026 $ 8,531
2027 $ 8,459
10. Long-Term Debt, Net
The Company’s long-term debt consisted of the following:
January 28, January 29,

(In thousands) 2023 2022
2025 Notes principal $ 8,791 $ 412,025
Less: unamortized discount 105 71,023

2025 Notes, net $ 8,686 $ 341,002
2025 Notes - equity portion, net of tax — 58,454

2025 Notes

In April 2020, the Company issued $415 million aggregate principal amount of 2025 Notes in a private placement to qualified institutional buyers
in reliance on Rule 144A under the Securities Act of 1933. The 2025 Notes have a stated interest rate of 3.75%, payable semi-annually. The
Company may redeem the 2025 Notes, in whole or in part, at any time beginning April 17, 2023. The Company used the net proceeds from the
issuance for general corporate purposes.

The Company does not have the right to redeem the 2025 Notes prior to April 17, 2023. On or after April 17, 2023 and prior to the fortieth
scheduled trading day immediately preceding the maturity date, the Company may redeem all or any portion of the 2025 Notes, at its option, for
cash, if the last reported sale price of AEO’s common stock has been at least 130% of the conversion price then in effect for at least 20 trading
days (whether or not consecutive) during any 30 consecutive trading day period. Beginning January 2025, noteholders may convert their notes
for approximately 120.9 shares of common stock per $1,000 principal amount of the Notes, equivalent to a conversion price of approximately
$8.27 per share.

Subsequent to January 28, 2023, on February 10, 2023, the Company issued a notice of optional redemption for all of its outstanding 2025
Notes, notifying holders that, among other things, it has elected to exercise its right to redeem any and all of the outstanding 2025 Notes on April
17.2023.

11. Leases

The Company leases all store premises, regional distribution facilities, some of its office space and certain information technology and office
equipment. These leases are generally classified as operating leases.

Store leases generally provide for a combination of base rentals and contingent rent based on store sales. Additionally, most leases include
lessor incentives such as construction allowances and rent holidays. The Company is typically responsible for tenant occupancy costs including
maintenance costs, common area charges, real estate taxes, and certain other expenses.

Most leases include one or more options to renew. The exercise of lease renewal options is at the Company’s discretion and is not reasonably
certain at lease commencement. When measuring operating lease ROU assets and operating lease liabilities after the date of adoption of ASC
842, the Company only includes cash flows related to options to extend or terminate leases when those options are executed.
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Some leases have variable payments. However, because they are not based on an index or rate, they are not included in the measurement of
operating lease ROU assets and operating lease liabilities.

When determining the present value of future payments for an operating lease that does not have a readily determinable implicit rate, the
Company uses its incremental borrowing rate as of the date of initial possession of the leased asset.

For leases that qualify for the short-term lease exemption, the Company does not record an operating lease liability or operating lease ROU
asset. Short-term lease payments are recognized on a straight-line basis over the lease term of 12 months or less.

The following table summarizes expense categories and cash payments for operating leases during the period. It also includes the total non-cash
transaction activity for new operating lease ROU assets and related operating lease liabilities entered into during the period.

For the Year Ended

January 28, January 29,
(In thousands) 2023 2022
Lease costs
Operating lease costs $ 368,483 $ 328,868
Variable lease costs 121,604 121,118
Short-term leases and other lease costs 5,357 11,927
Total lease costs $ 495444 § 461,913
Other information
Cash paid for operating lease liability $ (397,059) $ (363,468)
New operating lease ROU assets entered into during the period $ 254,290 $ 336,546

The following table contains the average remaining lease term and discount rate, weighted by outstanding operating lease liability as of the end
of the period:

Lease term and discount rate January 28, 2023
Weighted-average remaining lease term - operating leases 4.75 years
Weighted-average discount rate - operating leases 3.9%

The table below is a maturity analysis of the operating leases in effect as of the end of the period. Undiscounted cash flows for finance leases
and short-term leases are not material for the periods reported and are excluded from the table below:

Undiscounted

cash flows
(In thousands) January 28, 2023
Fiscal years:
2023 $ 321,240
2024 294,514
2025 245,899
2026 203,187
2027 155,015
Thereafter 264,715
Total undiscounted cash flows $ 1,484,570
Less: discount on lease liability (126,112)
Total lease liability $ 1,358,458

15. Income Taxes

On December 22, 2017, the United States government enacted comprehensive tax legislation in the form of the Tax Cuts and Jobs Act (“the Tax
Act”). The Tax Act significantly changed United States international tax laws for tax years beginning after December 31, 2017 and included a
provision designed to currently tax global intangible low-taxed income (“GILTI") earned by non-United States corporate subsidiaries of large
United States shareholders. The Company has elected to treat GILTI as a period expense, and the effect of the GILTI inclusion for Fiscal 2022 is
not material.

In addition, on March 27, 2020, the United States government enacted the Coronavirus Aid, Relief, and Economic Security Act (‘CARES Act”) to
address the COVID-19 pandemic. The CARES Act allows net operating losses (“NOL”) generated within tax years 2018 through 2020 to be
carried back up to five years, including years in which the United States federal corporate income tax rate was 35%, as opposed to the current
U.S federal corporate income tax rate of 21%. The CARES Act contains other key income and payroll tax provisions, including the immediate
write-off of qualified improvement property.

The components of income (loss) before income taxes are:

For the Years Ended

January 28, January 29, January 30,
(In thousands) 2023 2022 2021
uU.S. $ 138,023 $ 520,952 $ (294,208)
Foreign 40,471 37,970 1,935
Total $ 178,494 $ 558,922 $ (292,273)
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The significant components of the Company’s deferred tax assets and liabilities are as follows:

January 28, January 29,

(in thousands) 2023 2022

Deferred tax assets:
Operating lease ROU assets $ 353,277 $ 380,117
Net Operating Loss 27,604 27,643
Accruals not currently deductible 11,442 11,645
Deferred compensation 9,498 8,429
Disallowed business interest expense 8,353 —
Other long-term assets 8,201 8,208
State tax credits 7,968 7,546
Inventories 7,082 5,220
Gift card liability 4,871 3,974
Capital Loss 4,210 4,213
Capitalized research and development expenses 4,120 —
Employee compensation and benefits 2,896 20,521
Foreign tax credits 2,761 2,982
General Business Credits 1,586 751
Allowance for Doubtful Accounts 911 3,201
Other 744 1,032
Gross deferred tax assets 455,524 485,482
Valuation allowance (25,902) (25,628)
Total deferred tax assets 429,622 459,854

Deferred tax liabilities:
Operating lease liabilities $ (287,061) $ (308,299)
Property and equipment (100,958) (87,192)
Prepaid expenses (2,988) (2,215)
Goodwill (1,996) (2,045)
Other (136) (552)
2025 Notes — (15,384)
Total deferred tax liabilities $ (393,139) $ (415,687)

Total deferred tax assets, net $ 36,483 $ 44,167

The change in net deferred tax assets was primarily due to a decrease in the net deferred tax asset of Operating lease ROU assets, Operating
lease liabilities and Employee compensation and benefits, partially offset by a decrease in the deferred tax liability of the 2025 Notes.

As of January 28, 2023, the Company had deferred tax assets related to federal, state and foreign net operating loss carryovers of $15.0 million,
$5.9 million and $6.7 million, respectively, that could be utilized to reduce future years’ tax liabilities. A portion of these net operating loss
carryovers expire in future years and some have an indefinite carryforward period. Management believes it is more likely than not that a portion of
state net operating loss and the foreign net operating loss carryovers will not reduce future years’ tax liabilities in certain jurisdictions. As such,
valuation allowances of $2.7 have been recorded on the deferred tax assets related to a portion of the state net operating loss carryovers as of
both January 28, 2023 and January 29, 2022. Further, valuation allowances of $6.7 million and $6.1 million have been recorded on the deferred
tax assets related to the cumulative foreign net operating loss carryovers as of January 28, 2023 and January 29, 2022, respectively. We also
provided for valuation allowances of approximately $1.6 million related to other foreign deferred tax assets as of both January 28, 2023 and
January 29, 2022.

The Company had foreign tax credit carryovers in the amount of $2.8 million and $3.0 million as of January 28, 2023 and January 29, 2022,
respectively. The foreign tax credit carryovers begin to expire in Fiscal 2032 to the extent not utilized. Management believes it is more likely than
not that a certain category of foreign tax credit carryover will not reduce future years’ tax liabilities. As such, valuation allowances of $1.0 million
have been recorded on the deferred tax assets related to the foreign tax credit carryovers as of both January 28, 2023 and January 29, 2022.
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17. Impairment, Restructuring and COVID-19 - Related Charges

The following table represents impairment, restructuring and COVID-19 — related charges. All amounts were recorded within impairment,
restructuring and COVID-19 — related charges on the Consolidated Statements of Operations, unless otherwise noted.

For the years ended

January 28, January 29, January 30,

(In thousands) 2023 2022 2021
Long-lived asset impairment charges () ® $ 20633 $ 11,944  § 249,163
Incremental COVID-19 — related expenses ) — — 26,930
Severance and related employee costs 1,576 — NS,
Total impairment, restructuring, and COVID-19 — related charges $ 22,209 $ 11,944 $ 279,826

(1)  The Company recorded impairment charges of $20.6 million in Fiscal 2022, of which $13.1 million relates to operating lease store ROU
assets and $4.0 million relates to store property and equipment (store fixtures and leasehold improvements), and $3.5 million of other
assets.

(2) The Company recorded impairment charges of $11.9 million in Fiscal 2021, of which $4.1 million relates to operating lease store ROU
assets and $5.2 million relates to store property and equipment (store fixtures and leasehold improvements), and $2.6 million of other
assets.

(3) In Fiscal 2020, the Company recorded impairment charges of $249.2 million. Included in this amount are retail store impairment charges of
$203.2 million, of which $154.8 million relates to operating lease ROU assets and $48.4 million relates to store property and equipment
(fixtures and equipment and leasehold improvements). We also recorded $28.0 million related to the impairment of certain corporate
property and equipment, as well as $18.0 million of certain cost and equity method investments.

(4) Incremental COVID-19 — related expenses consisting of personal protective equipment and supplies for our associates and customers.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to provide reasonable assurance that information required to be disclosed in
our reports under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms, and that such information is accumulated and communicated to the management of American Eagle Outfitters, Inc. (the “Management”),
including our principal executive officer and our principal financial officer, as appropriate, to allow timely decisions regarding required disclosure.
In designing and evaluating the disclosure controls and procedures, Management recognized that any controls and procedures, no matter how
well designed and operated, can provide only reasonable assurance of achieving the desired control objectives.

As of the end of the period covered by this Annual Report on Form 10-K, the Company performed an evaluation under the supervision and with
the participation of Management, including our principal executive officer and principal financial officer, of the design and effectiveness of our
disclosure controls and procedures (as defined in Rule 13a-15(e) or 15d-15(e) under the Exchange Act). Based upon that evaluation, our
principal executive officer and principal financial officer concluded that, as of the end of the period covered by this Annual Report, our disclosure
controls and procedures were effective in the timely and accurate recording, processing, summarizing, and reporting of material financial and
non-financial information within the periods specified within the SEC’s rules and forms. Our principal executive officer and principal financial
officer also concluded that our disclosure controls and procedures were effective to ensure that information required to be disclosed in the reports
that we file or submit under the Exchange Act is accumulated and communicated to our Management, including our principal executive officer
and principal financial officer, to allow timely decisions regarding required disclosure.

Management's Annual Report on Internal Control over Financial Reporting

Our Management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rule 13a-15(f)
or Rule 15(d)-15(f) under the Exchange Act). Our internal control over financial reporting is designed to provide a reasonable assurance to our
Management and our Board that the reported financial information is presented fairly, that disclosures are adequate, and that the judgments
inherent in the preparation of financial statements are reasonable.

All internal control systems, no matter how well designed, have inherent limitations, including the possibility of human error and the overriding of
controls. Therefore, even those systems determined to be effective can provide only reasonable, not absolute, assurance with respect to financial
statement preparation and presentation.

Our Management assessed the effectiveness of our internal control over financial reporting as of January 28, 2023. In making this assessment,
our Management used the framework and criteria set forth in Internal Control — Integrated Framework (2013), issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Based on this assessment, our Management concluded that the Company’s
internal control over financial reporting was effective as of January 28, 2023.

Our independent registered public accounting firm, Ernst & Young LLP, was retained to audit the Company’s consolidated financial statements
included in this Annual Report on Form 10-K and the effectiveness of the Company’s internal control over financial reporting. Ernst & Young LLP
has issued an attestation report on our internal control over financial reporting as of January 28, 2023, which is included herein.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) or 15d-15(f) of the Exchange Act) during our
most recently completed fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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Report of Independent Registered Public Accounting Firm
To the Stockholders and the Board of Directors of American Eagle Ouffitters, Inc.

Opinion on Internal Control Over Financial Reporting

We have audited American Eagle Outfitters, Inc.’s internal control over financial reporting as of January 28, 2023, based on criteria established in
Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework)
(the COSO criteria). In our opinion, American Eagle Ouftfitters, Inc. (the Company) maintained, in all material respects, effective internal control
over financial reporting as of January 28, 2023, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the
consolidated balance sheets of the Company as of January 28, 2023 and January 29, 2022, the related consolidated statements of operations,
comprehensive income (loss), stockholders’ equity and cash flows for each of the three years in the period ended January 28, 2023, and the
related notes and our report dated March 13, 2023 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting included in the accompanying Management’s Annual Report on Internal Control over
Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our audit. We
are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

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

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

/sl Ernst & Young LLP

Pittsburgh, Pennsylvania
March 13, 2023
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