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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2010

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 0-23939

COLUMBIA SPORTSWEAR COMPANY

(Exact name of registrant as specified in its charter)
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Oregon 93-0498284
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification Number)

14375 Northwest Science Park Drive

Portland, Oregon 97229
(Address of principal executive offices) (Zip Code)
(503) 985-4000

(Registrant s telephone number, including area code)

Indicate by check mark whether registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes © No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes = No x

The number of shares of Common Stock outstanding on October 22, 2010 was 33,637,698.
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PART I. FINANCIAL INFORMATION
Item 1 FINANCIAL STATEMENTS
COLUMBIA SPORTSWEAR COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

(Unaudited)

ASSETS
Current Assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowance of $9,774 and $7,347, respectively
Inventories, net (Note 4)
Deferred income taxes
Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, at cost, net of accumulated depreciation of $246,228 and $223,887,
respectively

Intangibles and other non-current assets (Note 5)

Goodwill

Total assets

LIABILITIES AND SHAREHOLDERS EQUITY
Current Liabilities:
Accounts payable
Accrued liabilities
Income taxes payable
Deferred income taxes

Total current liabilities
Income taxes payable
Deferred income taxes
Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 12)

Shareholders Equity:

Preferred stock; 10,000 shares authorized; none issued and outstanding

Common stock (no par value); 125,000 shares authorized; 33,635 and 33,736 issued and outstanding (Note

9
Retained earnings
Accumulated other comprehensive income (Note 8)

Table of Contents

September 30,
2010

$ 173,937
62,357
364,015
358,210
42,258
35,227

1,036,004

227,769
54,032
14,760

$ 1,332,565

$ 141,929
101,451
13,397

7,142

263,919
18,569

20,663

303,151

1,426
981,230
46,758

December 31,
2009

$ 386,604
22,759
226,548
222,161
31,550
32,030

921,712

235,440
43,072
12,659

$ 1,212,883

$ 102,494
67,312
6,884

2,597

179,287
19,830
1,494
15,044

215,655

836
952,948
43,444
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Total shareholders equity 1,029,414 997,228
Total liabilities and shareholders equity $ 1,332,565 $ 1,212,883

See accompanying notes to condensed consolidated financial statements.
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COLUMBIA SPORTSWEAR COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of sales

Gross profit
Selling, general and administrative expenses
Net licensing income

Income from operations
Interest income, net

Income before income tax
Income tax expense

Net income

Earnings per share:
Basic
Diluted

Cash dividends per share

Weighted average shares outstanding (Note 9):

Basic
Diluted

(In thousands, except per share amounts)

(Unaudited)

Three Months Ended
September 30,
2010 2009
$ 504,028 $ 434,473
289,747 245,874
214,281 188,599
148,072 124,184
2,334 1,322
68,543 65,737
147 319
68,690 66,056
(16,485) (19,141)
$ 52,205 $ 46,915
$ 1.55 $ 1.39
1.53 1.38
$ 0.18 $ 0.16
33,709 33,850
34,046 33,993

See accompanying notes to condensed consolidated financial statements.
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Nine Months Ended
September 30,
2010 2009
$ 1,026,265 $ 885,707
587,758 512,306
438,507 373,401
377,069 318,439
4,878 5,283
66,316 60,245
1,073 1,799
67,389 62,044
(16,560) (18,109)
$ 50,829 $ 43,935
$ 1.51 $ 1.30
1.49 1.29
$ 0.54 $ 0.48
33,747 33,875
34,075 33,993
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COLUMBIA SPORTSWEAR COMPANY

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)
Nine Months Ended
September 30,
2010 2009
Cash flows from operating activities:
Net income $ 50,829 $ 43,935
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Depreciation and amortization 27,899 25,901
Loss on disposal or impairment of property, plant, and equipment 665 156
Deferred income taxes 2,714) 4,070
Stock-based compensation 5,004 4,899
Excess tax benefit from employee stock plans 427) (20)
Changes in operating assets and liabilities:
Accounts receivable (135,337) (15,070)
Inventories (132,663) (39,608)
Prepaid expenses and other current assets (3,146) (1,009)
Intangibles and other assets 997) (1,862)
Accounts payable 37,720 (37,532)
Accrued liabilities 34,546 11,969
Income taxes payable 4,993 813
Other liabilities 5,540 3,440
Net cash provided by (used in) operating activities (108,088) 82
Cash flows from investing activities:
Purchases of short-term investments (52,602) (20,228)
Sales of short-term investments 13,024 25,163
Capital expenditures (20,997) (24,681)
Proceeds from sale of property, plant, and equipment 30 9
Acquisition, net of cash acquired (16,315)
Net cash used in investing activities (76,860) (19,737)
Cash flows from financing activities:
Proceeds from notes payable 26,107 51,768
Repayments on notes payable (26,107) (51,768)
Repayment on long-term debt and other long-term liabilities “)
Proceeds from issuance of common stock under employee stock plans, net 4,722 369
Excess tax benefit from employee stock plans 427 20
Repurchase of common stock (13,838) (5,481)
Cash dividends paid (18,208) (16,259)
Net cash used in financing activities (26,897) (21,355)
Net effect of exchange rate changes on cash (882) 3,272
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Net decrease in cash and cash equivalents (212,727) (37,738)
Cash and cash equivalents, beginning of period 386,664 230,617
Cash and cash equivalents, end of period $ 173,937 $ 192,879

Supplemental disclosures of cash flow information:
Cash paid during the period for interest $ 53 % 29
Cash paid during the period for income taxes 10,154 13,037

Supplemental disclosures of non-cash investing activities:
Capital expenditures incurred but not yet paid $ 1,525 $ 5,166
See accompanying notes to condensed consolidated financial statements.
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
NOTE 1 BASIS OF PRESENTATION AND ORGANIZATION

The accompanying unaudited condensed consolidated financial statements have been prepared by the management of Columbia Sportswear
Company (the Company ) and in the opinion of management include all material adjustments, consisting only of normal recurring adjustments,
necessary to present fairly the Company s financial position as of September 30, 2010, the results of operations for the three and nine months
ended September 30, 2010 and 2009 and cash flows for the nine months ended September 30, 2010 and 2009. A significant part of the

Company s business is of a seasonal nature; therefore, the results of operations for the three and nine months ended September 30, 2010 are not
necessarily indicative of the results to be expected for the full year.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles
generally accepted in the United States of America ( generally accepted accounting principles ) have been condensed or omitted pursuant to the
rules and regulations of the Securities and Exchange Commission. The Company, however, believes that the disclosures contained in this report
comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934 for a Quarterly Report on Form 10-Q and are adequate to
make the information presented not misleading. These unaudited condensed consolidated financial statements should be read in conjunction with
the financial statements and notes thereto included in the Company s Annual Report on Form 10-K for the year ended December 31, 2009.

Estimates and assumptions:

The preparation of financial statements in conformity with generally accepted accounting principles requires 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
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. Certain costs are estimated for
the full year and allocated to interim periods based on estimates of time expired, benefit received, or activity associated with the interim period.
Actual results may differ from management s estimates and assumptions. Some of these more significant estimates relate to revenue recognition,
allowance for doubtful accounts, inventory obsolescence, product warranty, long-lived and intangible assets, income taxes and stock-based
compensation.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

There have been no significant changes to the Company s significant accounting policies as described in the Company s Annual Report on Form
10-K for the year ended December 31, 2009.

Recent accounting pronouncements:

In January 2010, the FASB issued Accounting Standards Update ( ASU ) 2010-06, Improving Disclosures about Fair Value Measurements. ASU
2010-06 requires additional disclosures about fair value measurements including transfers in and out of Levels 1 and 2 and a higher level of
disaggregation for the different types of financial instruments. For the reconciliation of Level 3 fair value measurements, information about
purchases, sales, issuances and settlements are presented separately. This standard is effective for interim and annual reporting periods beginning
after December 15, 2009 with the exception of revised Level 3 disclosure requirements, which are effective for interim and annual reporting
periods beginning after December 15, 2010. The adoption of this standard did not have a material effect on the Company s consolidated financial
position, statement of operations or cash flows. See Note 13.

NOTE3 PRODUCT WARRANTY

Some of the Company s products carry limited warranty provisions for defects in quality and workmanship. A warranty reserve is established at
the time of sale to cover estimated costs based on the Company s history of warranty repairs and replacements and is recorded in cost of sales. A
summary of accrued warranties for the three and nine months ended September 30, 2010 and 2009 is as follows (in thousands):
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Balance at beginning of period
Charged to costs and expenses

Claims settled
Other

Balance at end of period
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Three Months Ended
September 30,
2010 2009
$ 11,058 $ 9,686
794 727
(555) (576)
412 219

$ 11,709 $ 10,056

Nine Months Ended
September 30,
2010 2009
$12,112 $ 9,746
2,365 2,311
(2,639) (2,296)
(129) 295

$11,709 $ 10,056
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

NOTE 4 - INVENTORIES, NET

Inventories are carried at the lower of cost or market. Cost is determined using the first-in, first-out method. The Company periodically reviews
its inventory for excess, close-out and slow moving items and makes provisions as necessary to properly reflect inventory value.

Inventories, net, consisted of the following (in thousands):

September 30, December 31,

2010 2009
Raw materials $ 2,063 $ 1,021
Work in process 572 163
Finished goods 355,575 220,977
$ 358210 $ 222,161

NOTE S INTANGIBLES AND OTHER NON-CURRENT ASSETS

Intangible assets with indefinite useful lives are not amortized and are periodically evaluated for impairment. Intangible assets that are
determined to have finite lives are amortized over their useful lives.

The following table summarizes the Company s identifiable intangible assets balance (in thousands):

September 30, 2010 December 31, 2009
Gross Gross

Carrying  Accumulated Net Carrying Carrying  Accumulated Net Carrying

Amount Amortization Amount Amount Amortization Amount
Intangible assets subject to amortization:
Patents and purchased technology $ 14,198 $ (840) $ 13,358 $ 898 $ 643) $ 255
Intangible assets not subject to amortization:
Trademarks and trade names 27,202 27,202 26,872 26,872
Identifiable intangible assets, net $ 40,560 $ 27,127

On September 1, 2010, the Company acquired OutDry® Technologies S.r.1. which included patents, purchased technology and trademarks.
These acquired patents and purchased technology are subject to amortization over 10 years from the date of acquisition.

Amortization expense for intangible assets subject to amortization is estimated to be $553,000 in 2010, $1,402,000 per year in both 2011 and
2012 and $1,330,000 in 2013 through 2014.

Other non-current assets consisted of the following (in thousands):

Table of Contents 11



Edgar Filing: COLUMBIA SPORTSWEAR CO - Form 10-Q

September 30, December 31,

2010 2009
Deferred tax assets $ 1,743 $ 5,435
Long-term deposits 9,259 8,360
Other 2,470 2,150
$ 13,472 $ 15,945

NOTE 6 SHORT-TERM BORROWINGS AND CREDIT LINES

The Company entered into a domestic credit agreement for an unsecured, committed $125,000,000 revolving line of credit effective June 15,
2010. The maturity date of this agreement is July 1, 2012. Interest, payable monthly, is based on the Company s applicable funded debt ratio,
ranging from LIBOR plus 100 to 175 basis points. This line of credit requires the Company to comply with certain financial covenants covering
net income, tangible net worth and borrowing basis. At September 30, 2010, the Company

Table of Contents 12
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

was in compliance with all associated covenants. If the Company is in default, it is prohibited from paying dividends or repurchasing common
stock. At September 30, 2010, no balance was outstanding under this line of credit. At December 31, 2009, the Company had domestic
unsecured lines of credit with aggregate seasonal limits ranging from $50,000,000 to $125,000,000, of which $25,000,000 to $100,000,000 was
committed. These lines of credit were terminated June 15, 2010 upon entering into the $125,000,000 agreement referred to above.

NOTE 7 - STOCK-BASED COMPENSATION
1997 Stock Incentive Plan

The Company s 1997 Stock Incentive Plan (the Plan ) allows for grants of incentive stock options, non-statutory stock options, restricted stock
awards, restricted stock units and other stock-based awards. The majority of all stock option and restricted stock unit grants outstanding under
the 1997 Stock Incentive Plan were granted in the first quarter of each fiscal year.

The following table summarizes the Company s total stock-based compensation expense (in thousands):

Three Months
Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Stock options $ 826 $ 825 $2,477 $2,165
Restricted stock units 906 887 2,527 2,734
Total $1,732 $1,712 $ 5,004 $ 4,899

Stock Options

The Company estimates the fair value of stock options using the Black-Scholes model. Key inputs and assumptions used to estimate the fair
value of stock options include the exercise price of the award, the expected option term, the expected volatility of the Company s stock over the
option s expected term, the risk-free interest rate over the option s expected term, and the Company s estimated annual dividend yield.

The following table shows the weighted average assumptions:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Expected term 4.38 years 4.53 years  4.72 years
Expected stock price volatility 28.98% 28.79% 29.54%
Risk-free interest rate 1.88% 1.91% 1.72%
Expected dividend yield 1.55% 1.64% 2.18%
Weighted average grant date fair value per share $9.38 $10.08 $6.51
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@ During the three months ended September 30, 2010, the Company did not grant any stock options.

During the nine months ended September 30, 2010 and 2009, the Company granted 385,924 and 378,672 stock options, respectively. At
September 30, 2010 and 2009, unrecognized costs related to outstanding stock options totaled approximately $5,518,000 and $5,423,000,
respectively, before any related tax benefit. The unrecognized costs related to stock options are amortized over the related vesting period using
the straight-line attribution method. Unrecognized costs related to stock options at September 30, 2010 are expected to be recognized over a
weighted average period of 2.59 years.

Restricted Stock Units

The Company estimates the fair value of service-based and performance-based restricted stock units using the Black-Scholes model. Key inputs
and assumptions used to estimate the fair value of restricted stock units include the vesting period, dividend yield and closing price of the
Company s common stock on the date of grant.
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COLUMBIA SPORTSWEAR COMPANY

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)
The following table presents the weighted average assumptions:
Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Vesting period 4.00 years  4.00 years  3.75 years  3.82 years
Expected dividend yield 1.37% 1.60% 1.57% 2.19%
Weighted average grant date fair value per restricted stock unit $55.33 $37.52 $43.89 $27.00

During the nine months ended September 30, 2010 and 2009, the Company granted 127,960 and 133,983 restricted stock units, respectively. At
September 30, 2010 and 2009, unrecognized costs related to outstanding restricted stock units totaled approximately $6,390,000 and $5,070,000,
respectively, before any related tax benefit. The unrecognized costs related to restricted stock units are being amortized over the related vesting
period using the straight-line attribution method. These unrecognized costs at September 30, 2010 are expected to be recognized over a weighted
average period of 2.01 years.

NOTE 8 - COMPREHENSIVE INCOME

Accumulated other comprehensive income, net of applicable taxes, reported on the Company s Condensed Consolidated Balance Sheets consists
of foreign currency translation adjustments, unrealized gains and losses on certain derivative transactions and unrealized gains and losses on
available-for-sale securities. A summary of comprehensive income, net of related tax effects, is as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Net income $52,205 $46,915 $50,829 $ 43,935
Other comprehensive income:
Unrealized holding gains on available-for-sale securities 14 39 9 39
Unrealized derivative holding gains (losses) arising during period (4,082) (1,926) 1,072 (3,703)
Reclassification to net income of previously deferred (gains) losses on
derivative transactions (1,941) 405 (512) (1,311)
Foreign currency translation adjustments 16,104 13,279 2,745 14,926
Other comprehensive income 10,095 11,797 3,314 9,951
Comprehensive income $ 62,300 $58,712 $54,143 $ 53,886

Accumulated other comprehensive income, net of related tax effects, consisted of the following (in thousands):

Foreign Unrealized Unrealized Accumulated

currency holding gains holding gains other
translation (losses) on on comprehensive
adjustments derivative income
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transactions

available-
for-sale
securities
Balance at December 31, 2009 $ 44,538 $  (1,158) $ 64 $ 43,444
Activity for the nine months ended September 30,
2010 2,745 560 9 3,314
Balance at September 30, 2010 $ 47,283 $ (598) $ 73 $ 46,758

NOTE 9 - EARNINGS PER SHARE

Earnings per share ( EPS ) is presented on both a basic and diluted basis. Basic EPS is based on the weighted average number of common shares
outstanding. Diluted EPS reflects the potential dilution that could occur if outstanding securities or other contracts to issue common stock were
exercised or converted into common stock. For the calculation of diluted EPS, the basic weighted average number of shares is increased by the
dilutive effect of stock options and restricted stock units determined using the treasury stock method.
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COLUMBIA SPORTSWEAR COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

A reconciliation of common shares used in the denominator for computing basic and diluted EPS is as follows (in thousands, except per share
amounts):

Three Months Ended Nine Months Ended
September 30, September 30,

2010 2009 2010 2009
Weighted average shares of common stock outstanding, used in computing basic
earnings per share 33,709 33,850 33,747 33,875
Effect of dilutive stock options and restricted stock units 337 143 328 118
Weighted average shares of common stock outstanding, used in computing diluted
earnings per share 34,046 33,993 34,075 33,993
Earnings per share of common stock:
Basic $ 155 $ 139 $ 151 $ 1.30
Diluted 1.53 1.38 1.49 1.29

Stock options and service-based restricted stock units representing 512,039 and 1,390,965 shares of common stock for the three months ended
September 30, 2010 and 2009, respectively, and 501,319 and 1,641,559 shares of common stock for the nine months ended September 30, 2010
and 2009, respectively, were outstanding but were excluded from the computation of diluted EPS because their effect would be anti-dilutive as a
result of applying the treasury stock method. In addition, performance-based restricted stock units representing 46,091 and 44,908 shares of
common stock for the three months ended September 30, 2010 and 2009, respectively, and 42,390 and 43,751 shares of common stock for the
nine months ended September 30, 2010 and 2009, respectively, were outstanding but were excluded from the computation of diluted EPS
because these shares were subject to performance conditions that had not been met.

Since the inception of the Company s stock repurchase plan in 2004 through September 30, 2010, the Company s Board of Directors has
authorized the repurchase of $500,000,000 of the Company s common stock. As of September 30, 2010, the Company had repurchased
9,190,890 shares under this program at an aggregate purchase price of approximately $421,237,000. During the three months ended

September 30, 2010 the Company repurchased an aggregate of $10,000,000 of its common stock. During the nine months ended September 30,
2010 the Company repurchased an aggregate of $13,838,000 of common stock under the stock repurchase plan, of which $4,339,000 was
recorded as a reduction to total retained earnings; otherwise, the aggregate purchase price would have resulted in a negative common stock
carrying amount. During the nine months ended September 30, 2009 the Company repurchased an aggregate of $4,833,000 of its common stock,
of which $175,000 was recorded as a reduction to total retained earnings; otherwise the aggregate purchase price would have resulted in a
negative common stock carrying amount.

NOTE 10 - SEGMENT INFORMATION

The Company operates in four geographic segments: (1) United States, (2) Europe, Middle East and Africa ( EMEA ), (3) Latin America and Asia
Pacific ( LAAP ), and (4) Canada, which are reflective of the Company s internal organization, management, and oversight structure. Each
geographic segment operates predominantly in one industry: the design, sourcing, marketing and distribution of active outdoor apparel,

footwear, accessories and equipment.

The geographic distribution of the Company s net sales and income before income tax are summarized in the following tables (in thousands).
Inter-segment net sales, which are recorded at a negotiated mark-up and eliminated in consolidation, are not material.
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Net sales:
United States
EMEA
LAAP
Canada

Income before income tax:

United States
EMEA

LAAP

Canada

Interest income, net
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Three Months Ended
September 30,

2010 2009
$ 325,602 $267,435
66,407 67,722
58,925 44,222
53,094 55,094
$ 504,028 $ 434,473
$ 47,754 $ 46,082
9,642 6,998
2,463 4,598
8,684 8,059
147 319
$ 68,690 $ 66,056

Nine Months Ended
September 30,
2010 2009
$ 622,494 $521,423
151,928 151,233
166,876 130,282
84,967 82,769
$ 1,026,265 $ 885,707
$ 36,346 $ 29,670
6,945 6,933
15,738 15,153
7,287 8,489
1,073 1,799
$ 67,389 $ 62,044
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(Unaudited)

NOTE 11 - FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

In the normal course of business, the Company s financial position and results of operations are routinely subject to a variety of risks. These risks
include risks associated with global financial and capital markets, primarily exchange rate risk and, to a lesser extent, interest rate risk and equity
market risk. The Company regularly assesses these risks and has established policies and business practices designed to result in an appropriate
level of protection against an adverse effect of these risks. The Company does not engage in speculative trading in any financial or capital

market.

The Company s primary exchange rate risk management objective is to mitigate the uncertainty of anticipated cash flows attributable to changes
in exchange rates. The Company primarily focuses on mitigating changes in functional currency equivalent cash flows resulting from anticipated
U.S. dollar denominated inventory purchases by subsidiaries that use European euros, Canadian dollars, Japanese yen or Korean won as their
functional currency. The Company manages this risk primarily by using currency forward and option contracts. If the anticipated transactions
are deemed probable, the resulting relationships are formally designated as cash flow hedges. The Company also uses foreign currency forward
and option contracts to hedge net balance sheet exposures related primarily to intercompany loan agreements and payables.

The effective change in fair value of financial instruments formally designated in cash flow hedging relationships is initially offset to
accumulated other comprehensive income and any ineffective portion is offset to current income. Amounts accumulated in other comprehensive
income are subsequently reclassified to cost of sales when the underlying transaction is included in income. Hedge effectiveness is determined
by evaluating the ability of a hedging instrument s cumulative change in fair value to offset the cumulative change in the present value of
expected cash flows on the underlying exposures. For forward contracts, the change in fair value attributable to changes in forward points are
excluded from the determination of hedge effectiveness and included in current cost of sales. For option contracts, the hedging relationship is
assumed to have no ineffectiveness if the critical terms of the option contract match the hedged transaction s terms, the strike price, or prices,
match the specified levels beyond or within that of the exposure being hedged, the option s cash flows completely offset the hedged item s cash
flow at maturity and the option can only be exercised on a specified date. Hedge ineffectiveness was not material during the three and nine
months ended September 30, 2010 and 2009.

The classification of effective hedge results in the Condensed Consolidated Statements of Operations is the same as that of the underlying
exposure. Results of hedges of product costs are recorded in cost of sales when the underlying hedged transaction affects income. Unrealized
derivative gains and losses, which are recorded in current assets and liabilities, respectively, are non-cash items and therefore are taken into
account in the preparation of the Condensed Consolidated Statements of Cash Flows based on their respective balance sheet classifications.

The Company uses derivative instruments not formally designated as hedges to manage the exchange rate risk associated with both the
remeasurement of monetary assets and liabilities and anticipated transactions that do not qualify as the hedged items in cash flow hedging
relationships. The change in fair value of these instruments is recognized immediately in cost of sales or selling, general and administrative
( SG&A ) expense, depending on the underlying exposure.

The following table presents the gross notional amount of outstanding derivative instruments (in thousands):

September 30, December 31,
2010 2009
Derivative instruments designated as cash flow hedges:
Currency forward contracts $ 86,725 $ 82,730
Currency option contracts 9,000
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Derivative instruments not designated as cash flow hedges:
Currency forward contracts 48,563

10
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(Unaudited)

At September 30, 2010, approximately $476,000 of deferred net gains on both outstanding and matured derivatives accumulated in other
comprehensive income are expected to be reclassified to net income during the next twelve months as a result of underlying hedged transactions
also being recorded in net income. Actual amounts ultimately reclassified to net income are dependent on U.S. dollar exchange rates in effect
against the European euro, Canadian dollar, Japanese yen and Korean won when outstanding derivative contracts mature.

At September 30, 2010, the Company s derivative contracts had a remaining maturity of approximately two years or less. All the counterparties
to these transactions had a S&P / Moody s short-term credit rating of A-2 / P-2 or better with a substantial majority having a rating of A-1/P-1 or
better. The maximum net exposure to any single counterparty, which is generally limited to the aggregate unrealized gain of all contracts with
that counterparty, was less than $1,000,000 at September 30, 2010. The majority of the Company s derivative counterparties have strong credit
ratings and, as a result, the Company does not require collateral to facilitate transactions. The Company does not hold derivatives featuring
credit-related contingent terms. In addition, the Company is not a party to any derivative master agreement featuring credit-related contingent
terms. Finally, the Company has not pledged assets or posted collateral as a requirement for entering into or maintaining derivative positions.

The following table presents the balance sheet classification and fair value of derivative instruments (in thousands):

September December
30, 31,
Balance Sheet Classification 2010 2009
Derivative instruments designated as cash flow hedges:
Derivative instruments in asset positions:
Currency forward contracts Prepaid expenses and other current assets $ 787 $ 1,099
Currency option contracts Prepaid expenses and other current assets 45
Derivative instruments in liability positions:
Currency forward contracts Accrued liabilities 2,618 890
Currency option contracts Accrued liabilities 269
September December
30, 31,
Balance Sheet Classification 2010 2009
Derivative instruments not designated as cash flow
hedges:
Derivative instruments in asset positions:
Currency forward contracts Prepaid expenses and other current assets $ $ 453
Derivative instruments in liability positions:
Currency forward contracts Accrued liabilities 416 1,065

The following table presents the effect and classification of derivative instruments for the three and nine months ended September 30, 2010 and
2009 (in thousands):

Statement Of  Three Months Ended Nine Months Ended
September 30, September 30,
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Currency Forward Contracts:

Derivative instruments designated as cash flow hedges:

Gain (Loss) recognized in other comprehensive income, net of tax

Gain (Loss) reclassified from accumulated other comprehensive income to
income for the effective portion, net of tax

Gain (Loss) recognized in income for amount excluded from effectiveness
testing and for the ineffective portion

Derivative instruments not designated as cash flow hedges:

Loss recognized in income

Gain (Loss) recognized in income

11
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Operations

Classification

Cost of sales
Cost of sales

Cost of sales
SG&A

2010

$(4,082)
2,054
95

(1,078)
(2,274)

2009

$(1,926)
(456)
42

(564)

2010

$1,072
614
(M

D
2,040

2009

$(3,703)
1,249
24

(162)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 12 - COMMITMENTS AND CONTINGENCIES

Inventory Purchase Obligations

(Unaudited)

(Continued)

Product purchase obligations for open production purchase orders for sourced apparel, footwear, accessories and equipment, and related

materials were $290,543,000 and $258,069,000 at September 30, 2010 and December 31, 2009, respectively. To support certain inventory

purchase obligations, letters of credit were outstanding for $2,730,000 and $7,771,000 at September 30, 2010 and December 31, 2009,

respectively.

NOTE 13 - FAIR VALUE MEASURES

Certain assets and liabilities are reported at fair value on either a recurring or nonrecurring basis. Fair value is defined as an exit price,
representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants, under a three-tier fair value hierarchy which prioritizes the inputs used in measuring fair value as follows:

Level 1 observable inputs such as quoted prices in active liquid markets;
Level 2

observable market prices in markets with insufficient volume and/or infrequent transactions; and
Level 3

own assumptions.

inputs, other than the quoted market prices in active markets, which are observable, either directly or indirectly, or

unobservable inputs for which there is little or no market data available, which require the reporting entity to develop its

Assets and liabilities measured at fair value on a recurring basis at September 30, 2010 are as follows (in thousands):

Assets:

Cash equivalents

Money market funds

Time deposits

U.S. Government-backed municipal bonds

. . 1
Available-for-sale short-term investments

Short-term municipal bond fund

U.S. Government-backed municipal bonds
Other current assets

Derivative financial instruments (Note 11)
Non-current assets

Mutual fund shares

Total assets measured at fair value
Liabilities:

Table of Contents

Level 1

$ 119,484
7,505

25,572

1,452

$ 154,013

Level 2

6,238

36,785

832

$ 43,855

Level 3 Total

$ $ 119,484
7,505
6,238

25,572
36,785

832

1,452

$ $197,868
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Accrued liabilities
Derivative financial instruments (Note 11) $ $ 3,303

Total liabilities measured at fair value $ $ 3,303

12
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$

$

$ 3,303

$ 3,303
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COLUMBIA SPORTSWEAR COMPANY

(Unaudited)

(Continued)

Assets and liabilities measured at fair value on a recurring basis at December 31, 2009 are as follows (in thousands):

Assets:

Cash equivalents

Money market funds

Time deposits

Available-for-sale short-term investments(!
Short-term municipal bond fund

Time deposits

Other current assets

Derivative financial instruments (Note 11)
Non-current assets

Mutual fund shares

Total assets measured at fair value

Liabilities:
Accrued liabilities
Derivative financial instruments (Note 11)

Total liabilities measured at fair value

Level 1

$332,574
16,844

20,247
2,512

826

$ 373,003

M Investments have remaining maturities greater than three months but less than one year
Level 1 instrument valuations are obtained from real-time quotes for transactions in active exchange markets involving identical assets. Level 2

instrument valuations are obtained from inputs, other than quoted market prices in active markets, that are directly or indirectly observable in the
marketplace and quoted prices in markets with limited volume or infrequent transactions.

Level 2

1,552

$1,552

$ 1,955

$ 1,955

Level 3

Total

$ 332,574
16,844

20,247
2,512

1,552

826

$ 374,555

$ 1,955

$ 1,955

There were no assets and liabilities measured at fair value on a nonrecurring basis at September 30, 2010 or December 31, 2009.

NOTE 14 - SUBSEQUENT EVENT

In October 2010, the Board of Directors approved a fourth quarter dividend of $0.20 per share, payable on November 24, 2010 to shareholders

of record on November 10, 2010.
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Item 2 MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This quarterly report contains forward-looking statements. Forward-looking statements include any statements related to our expectations
regarding future performance or market position, including any statements regarding anticipated sales across markets, distribution channels and
product categories, access to raw materials and factory capacity, financing and working capital requirements and resources and our exposure to
market risk associated with interest rates and foreign currency exchange rates.

These forward-looking statements, and others we make from time to time, are subject to a number of risks and uncertainties. Many factors may
cause actual results to differ materially from those projected in forward-looking statements, including the risks described below in Part II,

Item 1A, Risk Factors. We do not undertake any duty to update forward-looking statements after the date they are made or to conform them to
actual results or to changes in circumstances or expectations.

Our Busines