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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS AND MARKET DATA

This annual report contains forward-looking statements that are subject to risks and uncertainties. Forward-looking statements give our
current expectations and projections relating to our financial condition, results of operations, plans, objectives, future performance and
business. You can identify forward-looking statements by the fact that they do not relate strictly to historical or current facts. These
statements may include words such as “anticipate,” “estimate,” “expect,” “project,” “plan,” “intend,” “believe,” “may,” “will,” “short-
term,” “non-recurring,” “one-time,” “unusual,” “should,” “likely” and other words and terms of similar meaning in connection with any

discussion of the timing or nature of future operating or financial performance or other events.

Forward-looking statements are subject to risk and uncertainties that may cause actual results to differ materially from those that we
expected. We derive many of our forward-looking statements from our operating budgets and forecasts, which are based upon many
detailed assumptions. While we believe that our assumptions are reasonable, we caution that it is very difficult to predict the impact of
known factors and it is impossible for us to anticipate all factors that could affect our actual results and matters that we identify as “short
term,” “non-recurring,” “unusual,” “one-time,” or other words and terms of similar meaning may in fact recur in one or more future
financial reporting periods. Important factors that could cause actual results to differ materially from our expectations, or cautionary
statements, are disclosed in Item 1A—Risk Factors, ltem 7—Management s Discussion and Analysis of Financial Condition and Results of
Operations, and elsewhere in this annual report. All forward-looking statements attributable to us, or persons acting on our behalf, are
expressly qualified in their entirety by these cautionary statements, as well as other cautionary statements. You should evaluate all forward-
looking statements made in this annual report in the context of these risks and uncertainties.

We cannot assure you that we will realize the results or developments we expect or anticipate or, even if substantially realized, that they
will result in the consequences or affect us or our operations in the way we expect. The forward-looking statements included in this annual
report are made only as of the date hereof. We undertake no obligation to publicly update or revise any forward-looking statement, whether
as a result of new information, future events or otherwise, except as required by law.

Risk Factors Summary

We operate in a rapidly changing environment that involves a number of risks that could materially and adversely affect our business,
financial condition, prospects, operating results or cash flows, including those highlighted in this Risk Factors Summary. These summary
risks provide an overview of many of the risks we are exposed to in the normal course of our business. As a result, the following summary
risks do not contain all of the information that may be important to you, and you should read them together with the more detailed
discussion of risks that affect our business disclosed in /tem 1A—Risk Factors.

We are undertaking a large number of business initiatives at the same time, and if such initiatives are not successful, they may have a
negative effect on our results of operations.

We have experienced significant fluctuations in the growth rate of our business and our high rates of growth in terms of revenue, earnings
and margins may not be sustained in future time periods.

The COVID-19 pandemic continues to pose significant and widespread risks to our business as well as to the business environment and
the markets in which we operate, including the resulting lags in manufacturing and inventory receipts.

Changes in consumer spending may adversely affect our revenue and results of operations, including as a result of economic downturns
and the cyclicality of the luxury housing sector.

We may be adversely affected by any disruptions in our ability to obtain quality merchandise, including products that are produced by
artisans and specialty vendors, particularly in light of the fact that our supply chain has not yet fully recovered from the dislocations
resulting from the COVID-19 pandemic.

We face various risks related to the quality of our products, including risks to our brand and reputation as well as risks from product
liability and product recalls.

If we are unable to maintain and enhance our brand or market for our product offerings or fail to successfully manage our mailings or
other promotional programs, our business could be adversely affected.

We could be adversely affected by competition in the home furnishings sector.

Our results of operations may be harmed if we encounter issues with our distribution centers, furniture home delivery centers and other
aspects of our supply chain and customer delivery network.
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If we fail to successfully anticipate consumer preferences and demand, including issues related to our supply chain, our results of
operations may be adversely affected.

We may be at risk if our vendors sell similar or identical products to our competitors or on their own, or if we receive defective
merchandise from our vendors.

We are subject to risks associated with our dependence on foreign manufacturing and imports.
Our results may be adversely affected by fluctuations in raw materials, energy costs and currency exchange rates.

We are subject to risks associated with occupying substantial amounts of space, including future increases in occupancy costs and other
risks related to real estate development.

We may be adversely affected by factors beyond our control that affect our ability to open new stores within the time frames we initially
target.

Reductions in the volume of mall and other in-store traffic or the closing of shopping malls as a result of changing consumer demographic
patterns could significantly reduce our sales.

We are subject to risks related to our reliance upon independent third-party transportation providers.

Our operations have significant liquidity and capital requirements and depend on the availability of adequate financing and sources of
capital on reasonable terms, any interruption of which could have a significant negative effect on our ability to grow our business.

If we lose key personnel or are unable to hire qualified personnel, our business may be harmed.

Material damage to, or interruptions in, our information systems, including cybersecurity breaches or cyber fraud, could have a material
adverse effect on our business or results of operations, and we may be exposed to certain risks associated with protecting our customers’
information.

We may be affected by legal and regulatory proceedings in which we are involved from time to time, including litigation, claims,
investigations and regulatory and other proceedings.

Intellectual property claims by third parties or our failure or inability to protect our intellectual property rights could diminish the value of
our brand and weaken our competitive position.

Compliance with laws, including laws relating to our business activities outside of the U.S., may be costly or otherwise adversely affect
the way we do business.

Labor organizing and other activities could adversely affect us.

Fluctuations in our tax obligations and effective tax rate and realization of our deferred tax assets, including net operating loss
carryforwards, may result in volatility of our results of operations.

Changes to accounting rules or regulations may adversely affect our results of operations.

We may be unsuccessful in identifying acquisition opportunities or unsuccessful in completing or realizing the expected benefits of
acquisitions we undertake.

Our total assets include intangible assets with an indefinite life, goodwill, tradename and trademarks, and long-lived assets, principally
property and equipment and lease right-of-use assets; changes to estimates or projections used to assess the fair value of these assets may
cause us to incur impairment charges that could adversely affect our results of operations.

If we are unable to implement and maintain effective internal control over financial reporting in the future, the accuracy and timeliness of
our financial reporting may be adversely affected.

Risks of natural or man-made disasters, acts of war, terrorism or widespread illness.
Risks related to our common stock price, including volatility or declines regardless of our operating performance.

Expectations of our company relating to environmental, social and governance factors may impose additional costs and expose us to new
risks.

Risks related to our convertible notes financings, including our related bond hedge and warrant transactions, and the possible dilution we
may experience in connection with the exercise at maturity of the warrants issued in connection with such convertible notes financings.
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PART I

ITEM 1. BUSINESS

Overview

RH (collectively, “we,” “us,” or the “Company”) is a leading luxury retailer in the home furnishings market. Our curated and fully-
integrated assortments are presented consistently across our sales channels in sophisticated and unique lifestyle settings. We offer dominant
merchandise assortments across a number of categories, including furniture, lighting, textiles, bathware, décor, outdoor and garden, and
child and teen furnishings. We position our Galleries as showrooms for our brand, while our websites and Source Books act as virtual
extensions of our physical spaces. Our retail business is fully integrated across our multiple channels of distribution, consisting of our retail
locations, websites and Source Books. We have an integrated RH Hospitality experience in ten of our Design Gallery locations, which
includes Restaurants and wine bars.

”»

As of January 30, 2021, we operated a total of 68 RH Galleries consisting of 24 Design Galleries, 38 legacy Galleries, 2 RH Modern
Galleries and 4 RH Baby & Child Galleries throughout the United States and Canada, and 14 Waterworks Showrooms throughout the
United States and in the U.K. As of January 30, 2021, we operated 38 outlet stores throughout the United States and Canada.

In fiscal 2020, we entered into equity method investments in connection with real estate development initiatives in Aspen, Colorado. The
investments include properties that will be developed into retail locations, hospitality concepts, residential developments and workforce
housing projects. We have also selected Aspen as the location to develop the first RH Ecosystem inclusive of an RH Bespoke Gallery, RH
Guesthouse, RH Bath House & Spa, RH Restaurants and our first RH Residences. We plan to operate the RH branded businesses and be a
real estate investor and partner for the remaining properties.

The COVID-19 outbreak caused disruption to our business operations as we temporarily closed all of our retail locations and Restaurants in
the first fiscal quarter of 2020. Our response to the pandemic evolved quickly as our business trends substantially improved during the
second through fourth fiscal quarters of 2020 as a result of both the reopening of most of our retail locations and also strong consumer
demand for our products. As of March 24, 2021 we had reopened all of our Galleries and Outlets, and nine out of ten of our Restaurants
although many of our Restaurants are continuing to conduct business under occupancy limitations or other operational restrictions. For
more information, refer to ltem 1A—Risk Factors—The COVID-19 pandemic poses significant and widespread risks to our business as well
as to the business environment and the markets in which we operate and Item 7—Management’s Discussion and Analysis of Financial
Condition and Results of Operations—QOverview.

Key Value Driving Strategies
In order to drive growth across our business, we are focused on the following long-term key strategies and business initiatives:

Product Elevation. Our goal is to establish RH as the undisputed design and quality leader of the luxury home furnishings sector. We have
multiple growth initiatives and innovations that will further elevate the design and quality of every product category as we climb the luxury
mountain and continue to differentiate our products in the market, including the introduction of RH Couture Upholstery and RH Bespoke,
over the next several years.

Assortment Expansion. We are expanding our assortment and introducing new concepts to increase market share and brand awareness. This
will include the launch of RH Contemporary in 2021, a new collection that bridges the gap between RH Interiors and RH Modern, while
elevating our brand and expanding our market, and RH Color in the next several years.

Gallery Transformation. Our product is elevated and rendered more valuable by our architecturally inspiring Galleries. We believe our
strategy to open new Design Galleries in every major market will unlock the value of our vast assortment, generating a revenue opportunity
for our business of $5 to $6 billion in North America. We believe we can significantly increase our sales by transforming our real estate
platform from our existing legacy retail footprint to a portfolio of Design Galleries that is sized to the potential of each market and the size
of our assortment. In addition, we plan to incorporate Hospitality into most of the new Design Galleries that we open in the future, which
further elevates and renders our product and brand more valuable. We believe Hospitality has created a unique new retail experience that
cannot be replicated online, and that the addition of Hospitality will help drive incremental sales of home furnishings in these Galleries.
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Global Expansion. We believe that our luxury brand positioning and unique aesthetic has strong international appeal, and that pursuit of
global expansion will provide RH access to a substantial long-term market opportunity to build a $20 to $25 billion global brand over time.
As such, we are actively pursuing expanding the RH brand globally with the objective of launching international locations in Europe
beginning in 2022. We have secured a number of locations in various markets in the United Kingdom and continental Europe in which we
expect to introduce our first Galleries outside of the U.S. and Canada.

Brand Elevation. Our vision is to move the brand beyond curating and selling product to conceptualizing and selling spaces by building an
ecosystem of products, places, services and spaces that elevate and establish the RH brand as a global thought leader, taste and place maker.
Our ecosystem, with its immersive experiences, exposes existing and new customers to our evolving authority in design, architecture and
hospitality while acting as a next-generation brand elevation and marketing strategy.

Digital Reimagination. We are reimagining our website into the World of RH, a digital portal presenting our products, places, services and
spaces. This will enable existing and new customers to experience the immersive and multi-dimensional World of RH, inclusive of Our
Products: Interiors, Modern, Contemporary, Color, Beach House, Ski House, Baby & Child, TEEN and Waterworks; Our Places: Galleries,
Guesthouses, Restaurants and Residences; Our Services: Interior Design, Architecture and Landscape Architecture; and Our Spaces: Plane
and Yacht Design and Charter.

Business Optimization. We continue to evolve our operating platform to elevate the customer experience and enhance decision-making.
These efforts include initiatives such as (i) RH In-Your-Home, a reimagined home delivery experience that sets a new standard for “white
glove” delivery and extends the Gallery into the customer’s home, (ii) the opening of a new LA-based distribution center, which will allow
us to reduce delivery times by seven to ten days for both outdoor furniture and special order upholstery in most major markets, and (iii) an
internal digital transformation that will leapfrog the way we work and drive significant productivity in the product development process,
which will begin with the reimagination of the Center of Innovation and Product Leadership.

Products and Product Development

We have positioned RH as a lifestyle brand and design authority by offering expansive merchandise assortments. We are merchants of
luxury home furnishings and our products embody our design aesthetic and reflect inspiration from across the centuries and around the
globe.

We have developed a proprietary product development platform that is fully integrated from ideation to presentation. Key aspects of our
product development platform are:

Organization—We have established a collaborative, cross-functional organization centered on product leadership and coordinated across
our product development, sourcing, merchandising, inventory and creative teams. Our product teams are focused on maximizing the sales
potential of each product category across all channels, which eliminates channel conflicts and functional redundancies.

Process—For many of our products, we work closely with our network of artisan partners who possess specialized product development
and manufacturing capabilities and who we consider an extension of our product development team. We collaborate with our global
network of specialty vendors and manufacturers to produce artisanal pieces of high quality and value on a large scale, including both
distinctive original designs and reinterpretations of antiques.

Facility—We have built the RH Center of Innovation & Product Leadership a facility which supports the entire product development
process from product ideation to presentation for all channels.

As a result of our proprietary organization, process and facility, our typical product lead times are 3 — 9 months, which enhances our ability
to introduce more new products with each collection. In addition, our product development platform, sourcing capabilities and significant
scale enable us to reduce our product costs.
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Sales Channels

We distribute our products through a fully integrated sales platform comprised of our retail locations, including RH Galleries and
Waterworks Showrooms, websites, Source Books, Trade and Contract and Outlets. We believe the level of integration among all of our
channels and our approach to the market distinguishes us from other retailers. Our channels complement each other and our customers’
buying decisions are influenced by their experiences across more than one of our sales channels. We encourage our customers to shop
across our channels and have aligned our business and internal organization to be channel agnostic. Our integrated distribution and product
delivery network serves all of our channels. We believe the key advantage of our multiple sales channels is our ability to leverage the
unique attributes of each channel in our approach to the market.

Retail Locations
As of January 30, 2021, our retail locations are comprised of RH Galleries and Waterworks Showrooms:

AVERAGE LEASED SELLING

COUNT SQUARE FOOTAGE(
RH
Design Galleries 24 33,000
Legacy Galleries 38 7,300
Modern Galleries 2 8,300
Baby & Child and TEEN Galleries 4 3,900
Total Galleries 68
Waterworks Showrooms 14 4,100
Total retail locations 82

(1) Average leased selling square footage is calculated based on total leased selling square footage divided by total locations. Leased selling square footage is retail
space at our retail locations used to sell our products, as well as space for our restaurants. Leased selling square footage excludes backrooms at retail locations
used for storage, office space, food preparation, kitchen space or similar purpose, as well as exterior sales space located outside a retail location, such as
courtyards, gardens and rooftops.

Our Galleries are located in upscale malls and street locations, as well as in iconic locations. We believe situating our Galleries in desirable
locations is critical to the success of our business. New sites are identified based on a variety of factors, such as (i) the availability of
suitable new site locations based on several store specific factors including geographic location, demographics, and proximity to affluent
consumers, (ii) the ability to negotiate favorable economic terms, as well as (iii) the satisfactory and timely completion of real estate
development including procurement of permits and completion of construction. We pursue a market-based sales strategy, whereby we
assess each market’s overall sales potential and how best to approach the market across all of our channels. We customize square footage,
as well as catalog circulation, to maximize each market’s sales potential and increase our return on invested capital.

Our Galleries reinforce our luxury brand aesthetic and are highly differentiated from other home furnishings retailers. We have
revolutionized the customer experience by showcasing products in a sophisticated lifestyle setting, consistent with the imagery and product
presentation featured on our websites and in our catalogs. Products in our Galleries are presented in fully appointed rooms, emphasizing
collections over individual pieces. This presentation encourages a higher average order value as our customers are inspired to consider
purchasing a full collection of products to replicate the design aesthetic experienced in our Galleries. In addition, our associates use iPads
and other devices to allow customers to shop our entire merchandise assortment while in a retail location.

As of January 30, 2021, ten of our RH Design Galleries included an integrated RH Hospitality experience, which includes Restaurants and
wine bars. We believe this has created a unique new retail experience that cannot be replicated online, and that the addition of hospitality is
helping to drive incremental sales of home furnishings in these Galleries. We plan to incorporate hospitality into most of the new Galleries
that we open in the future.

We have identified key learnings from our real estate transformation that have supported the development of a multi-tier market approach
described below that we believe will optimize both market share and return on invested capital.
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First, we have developed prototype Design Galleries that are innovative and flexible blueprints which enable us to more quickly place our
disruptive product assortment and immersive retail experience into the market. The new model is a standard we will continue to utilize and
is based on key learnings from more recent Design Gallery openings. The prototype has approximately 40,000 leased selling square feet,
inclusive of our integrated hospitality experience, and presents our assortments across our businesses and contains interior design offices
and presentation rooms where design professionals can work with clients on their projects. This new model is more capital efficient and
accelerates the development process. We anticipate the prototype Design Galleries will represent the format of most of our upcoming
Design Galleries in North America. Our most recently opened Design Galleries in Charlotte and Marin are prototype Design Galleries, and
upcoming prototype locations include Jacksonville, Florida, Dallas, Texas and Oak Brook, Illinois, which are expected to open in fiscal
2021.

Second, we will continue to develop and open larger Bespoke Design Galleries in the top metropolitan markets, similar to those we opened
in New York and Chicago. These iconic locations are highly profitable statements for our brand, and we believe they create a long-term
competitive advantage that will be difficult to duplicate. We expect to open our Bespoke Design Gallery in San Francisco, California in
fiscal 2021.

Third, we will continue to open indigenous Bespoke Galleries in the best second home markets where the wealthy and affluent visit and
vacation. These Galleries are tailored to reflect the local culture and are sized to the potential of each market. Examples of current
indigenous Bespoke Galleries include our location in Yountville, California as well as our Gallery under development in Aspen, Colorado.

We believe our multi-tier market approach to transforming our real estate will enable us to open five to seven new Galleries per year over
time but the cadence of our new Gallery development has been slowed by the COVID-19 pandemic.

We plan to expand our product sales to additional international markets and have signed leases for Design Galleries in several locations
outside of North America, including the United Kingdom, France and Germany.
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The following tables present our retail location metrics:

YEAR ENDED

JANUARY 30,
2021

TOTAL LEASED TOTAL LEASED
SELLING SQUARE SELLING SQUARE
COUNT FOOTAGE () COUNT FOOTAGE

(in thousands) (in thousands)

Beginning of period 83 1,111 86 1,089

RH Design Galleries:

Marin Design Gallery 1 329 — —

Charlotte Design Gallery 1 324 — —

Minneapolis Design Gallery — — 1 329

Columbus Design Gallery — — 1 33.0
RH Modern Galleries:

Dallas RH Modern Gallery (relocation) — — — 4.5)
RH Baby & Child Galleries:

Portland RH Baby & Child Gallery — — (1) “4.7)

Dallas RH Baby & Child Gallery — — (1) 3.7

RH Legacy Galleries:

Raleigh legacy Gallery 1 44 — —
Charlotte legacy Gallery (1) (7.0) — —
Corte Madera legacy Gallery (1) (7.0) — —
Westport legacy Gallery (1) (6.5) — —
St. Louis legacy Gallery (relocation) — 29 — —
San Diego legacy Gallery (relocation) — — — 0.5
Minneapolis legacy Gallery — — (1) (13.3)
Columbus legacy Gallery — — (€)) (6.2)
Durham legacy Gallery — — (1) 5.7)
San Antonio legacy Gallery (relocation) — — — (3.8)
Dallas legacy Gallery (relocation) — — — (2.6)

Waterworks Showrooms:

New York 59th Street Showroom (1) (1.4) — —
End of period 82 1,162 83 1,111
Total leased square footage at end of period () 1,559 1,497
Weighted-average leased square footage ) 1,536 1,468
Weighted-average leased selling square footage ) 1,141 1,088

(1) Leased selling square footage is retail space at our retail locations used to sell our products, as well as space for our restaurants. Leased selling square footage
excludes backrooms at retail locations used for storage, office space, food preparation, kitchen space or similar purpose, as well as exterior sales space located
outside a retail location, such as courtyards, gardens and rooftops.

Leased selling square footage includes approximately 4,800 square feet as of fiscal 2020 related to an owned retail location and approximately 37,700 square feet
as of fiscal 2019 related to two owned retail locations.
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(2) Total leased square footage includes approximately 5,400 square feet as of fiscal 2020 related to an owned retail location and 48,700 square feet as of fiscal 2019
related to two owned retail locations.

(3) Weighted-average leased square footage and leased selling square footage are calculated based on the number of days a retail location was opene