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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.  20549

FORM 10-Q

(Mark one)

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

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from            to

Commission File Number: 0-22446

DECKERS OUTDOOR CORPORATION
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(Exact name of registrant as specified in its charter)

Delaware 95-3015862
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

495-A South Fairview Avenue, Goleta, California 93117
(Address of principal executive offices) (zip code)

(805) 967-7611

(Registrant�s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the 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 o

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 (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No o

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.
(Check one):

Large accelerated filer x Accelerated filer o

Non-accelerated filer o Smaller reporting company o
(Do not check if a 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 o  No x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class Outstanding at October 27, 2010
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Common Stock, $0.01 par value 38,544,429
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Condensed Consolidated Balance Sheets

(Unaudited)

(amounts in thousands, except par value)

September 30, December 31,
2010 2009

Assets

Current assets:
Cash and cash equivalents $ 250,536 $ 315,862
Restricted cash 200 300
Short-term investments � 26,120
Trade accounts receivable, net of allowances of $10,809 and $11,790 as of September 30,
2010 and December 31, 2009, respectively 142,232 76,427
Inventories 197,313 85,356
Prepaid expenses and other current assets 7,921 7,210
Deferred tax assets 9,712 9,712
Total current assets 607,914 520,987

Restricted cash 200 400
Property and equipment, at cost, net 42,907 35,442
Goodwill and other intangible assets, net 25,239 23,940
Deferred tax assets 16,704 16,704
Other assets 4,214 1,570
Total assets $ 697,178 $ 599,043

Liabilities and Stockholders� Equity

Current liabilities:
Trade accounts payable $ 73,202 $ 47,331
Accrued payroll 20,575 20,869
Other accrued expenses 9,879 12,985
Income taxes payable 23,109 19,685
Total current liabilities 126,765 100,870

Long-term liabilities 8,091 6,269

Commitments and contingencies (note 9)

Stockholders� equity:
Deckers Outdoor Corporation stockholders� equity:
Common stock, $0.01 par value; authorized 125,000 and 50,000 shares; issued and
outstanding 38,544 and 38,604 shares as of September 30, 2010 and December 31, 2009,
respectively 385 129
Additional paid-in capital 136,971 125,431
Retained earnings 424,228 365,304
Accumulated other comprehensive income 174 494
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Total Deckers Outdoor Corporation stockholders� equity 561,758 491,358
Noncontrolling interest 564 546
Total equity 562,322 491,904
Total liabilities and equity $ 697,178 $ 599,043

See accompanying notes to condensed consolidated financial statements.

1

Edgar Filing: DECKERS OUTDOOR CORP - Form 10-Q

6



Table of Contents

DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Condensed Consolidated Statements of Income

(Unaudited)

(amounts in thousands, except per share data)

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

2010 2009 2010 2009

Net sales $ 277,879 $ 228,414 $ 570,865 $ 465,188
Cost of sales 146,926 130,463 301,262 267,539
Gross profit 130,953 97,951 269,603 197,649

Selling, general and administrative expenses 64,639 44,871 161,252 121,018
Impairment loss � � � 1,000
Income from operations 66,314 53,080 108,351 75,631

Other (income) expense, net:
Interest income (95) (101) (167) (973)
Interest expense 216 8 340 (915)
Other, net (334) (12) (948) (54)

(213) (105) (775) (1,942)
Income before income taxes 66,527 53,185 109,126 77,573

Income taxes 24,555 19,434 40,104 28,702
Net income 41,972 33,751 69,022 48,871
Net loss (income) attributable to noncontrolling
interest 171 74 (18) 173
Net income attributable to Deckers Outdoor
Corporation $ 42,143 $ 33,825 $ 69,004 $ 49,044

Net income per share attributable to Deckers
Outdoor Corporation common stockholders:
Basic $ 1.09 $ 0.87 $ 1.79 $ 1.25
Diluted $ 1.07 $ 0.86 $ 1.76 $ 1.24

Weighted-average common shares outstanding:
Basic 38,615 38,928 38,638 39,183
Diluted 39,228 39,210 39,258 39,480

See accompanying notes to condensed consolidated financial statements.
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows

(Unaudited)

(amounts in thousands)

Nine Months Ended
September 30,

2010 2009
Cash flows from operating activities:
Net income $ 69,022 $ 48,871
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation, amortization and accretion 8,836 7,360
(Recovery of) provision for doubtful accounts, net (719) 1,034
Write-down of inventory 1,627 3,076
Impairment loss � 1,000
Stock compensation 10,212 7,378
Other (741) 182
Changes in operating assets and liabilities, net of assets and liabilities acquired in the
acquisition of businesses:
Restricted cash 300 300
Trade accounts receivable (65,086) (5,611)
Inventories (112,587) (96,275)
Prepaid expenses and other current assets (711) 167
Other assets (644) (556)
Trade accounts payable 25,872 8,415
Accrued expenses (3,952) (9,875)
Income taxes payable 4,822 (2,131)
Long-term liabilities 1,823 2,233
Net cash used in operating activities (61,926) (34,432)

Cash flows from investing activities:
Purchases of short-term investments � (66,924)
Proceeds from sales of short-term investments 26,080 33,613
Purchases of property and equipment (14,496) (11,261)
Acquisitions of businesses and equity method investment (5,191) (1,877)
Net cash provided by (used in) investing activities 6,393 (46,449)

Cash flows from financing activities:
Cash paid for shares withheld for taxes (1,972) (1,487)
Excess tax benefits from stock compensation 2,066 1,104
Cash received from issuances of common stock 86 �
Cash paid for repurchases of common stock (10,082) (20,000)
Net cash used in financing activities (9,902) (20,383)

Effect of exchange rates on cash 109 72
Net change in cash and cash equivalents (65,326) (101,192)
Cash and cash equivalents at beginning of period 315,862 176,804
Cash and cash equivalents at end of period $ 250,536 $ 75,612
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Supplemental disclosure of cash flow information:
Cash paid during the period for:
Income taxes $ 33,380 $ 29,444
Interest $ 25 $ 9
Non-cash investing activity:
Accruals for purchases of property and equipment $ 461 $ 278
Non-cash financing activity:
Accruals for shares withheld for taxes $ 593 $ 495

See accompanying notes to condensed consolidated financial statements.

3
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

(1) General

(a) Basis of Presentation

The unaudited condensed consolidated financial statements have been prepared on the same basis as the annual audited consolidated financial
statements and, in the opinion of management, reflect all adjustments necessary for a fair presentation for each of the periods presented.  The
results of operations for interim periods are not necessarily indicative of results to be achieved for full fiscal years.  Deckers Outdoor
Corporation strives to be a premier lifestyle marketer that builds niche brands into global market leaders by designing and marketing innovative,
functional and fashion-oriented footwear and accessories, developed for both high performance outdoor activities and everyday casual lifestyle
use.  The Company�s business is seasonal, with the highest percentage of UGG® brand net sales occurring in the third and fourth quarters and the
highest percentage of Teva® brand net sales occurring in the first and second quarters of each year. The other brands do not have a significant
seasonal impact on the Company.  The Company owns 51% of a joint venture with an affiliate of Stella International Holdings Limited (Stella
International) for the primary purpose of opening and operating retail stores for the UGG brand in China.  Stella International is also one of the
Company�s major manufacturers in China.  In March 2009, the Company acquired 100% of the ownership interest of Ahnu, Inc., an outdoor
performance and lifestyle footwear brand.  In January 2010, the Company acquired certain assets and liabilities, including reacquisition of its
distribution rights, from its Teva distributor that sold to retailers in Belgium, the Netherlands, and Luxemburg (Benelux) as well as France.  On
September 30, 2010, the Company purchased a portion of a privately held footwear company as an equity method investment.

As contemplated by the Securities and Exchange Commission (SEC) under Rule 10-01 of Regulation S-X, the accompanying condensed
consolidated financial statements and related footnotes have been condensed and do not contain certain information that will be included in the
Company�s annual consolidated financial statements and footnotes thereto.  For further information, refer to the consolidated financial statements
and related footnotes included in the Company�s Annual Report on Form 10-K for the year ended December 31, 2009.

On May 28, 2010, the Company announced that the Company�s Board of Directors authorized a three-for-one stock split to be effected in the
form of a stock dividend.  Each stockholder of record received two additional shares of common stock for each share held on June 17, 2010, that
was paid on July 2, 2010.  All share and related information presented in these condensed consolidated financial statements and notes reflect the
increased number of shares resulting from this stock split for all periods presented.

(b) Use of Estimates
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The preparation of the Company�s condensed consolidated financial statements in accordance with US generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in these condensed consolidated financial statements
and accompanying notes.  Significant areas requiring the use of management estimates relate to inventory reserves, accounts receivable reserves,
returns liabilities, stock compensation, impairment assessments, depreciation and amortization, income tax liabilities and uncertain tax positions,
fair value of financial instruments, and fair values of acquired intangibles, assets and liabilities. Actual results could differ materially from these
estimates.

(c) Reclassifications

Certain items in the prior year�s condensed consolidated financial statements have been reclassified to conform to the current presentation.

(2) Stockholders� Equity

In June 2009, the Company announced that the Board of Directors approved a stock repurchase program to repurchase up to $50,000 of the
Company�s common stock in the open market or in privately negotiated transactions, subject to market conditions, applicable legal requirements
and other factors.  The program does not obligate the Company to acquire any particular amount of common stock and the program may be
suspended at any time at the Company�s discretion.  The purchases will be funded from available working capital.  Prior to the stock split, we
repurchased shares that were retired; the repurchased shares were not affected by the stock split.  During the three months ended September 30,
2010, the Company

4
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

repurchased 170,000 shares for approximately $7,400, or an average price of $43.89 per share, under this program.  During the nine months
ended September 30, 2010, the Company repurchased 190,000 shares for approximately $10,100, or an average price of $53.05 per share.  As of
September 30, 2010, the remaining approved amount for repurchases was approximately $20,000.

In May 2010, the stockholders of the Company approved an amendment to the Company�s Restated Certificate of Incorporation to increase the
authorized number of shares of common stock from 50,000,000 to 125,000,000 shares.

The following is a reconciliation of the Company�s retained earnings:

Retained 
Earnings

Balance at December 31, 2008 $ 268,515

Net income attributable to Deckers Outdoor Corporation 116,786
Repurchase of common stock (19,997)
Balance at December 31, 2009 365,304

Net income attributable to Deckers Outdoor Corporation 69,004
Repurchase of common stock (10,080)
Balance at September 30, 2010 $ 424,228

(3) Comprehensive Income

Comprehensive income is the total of net income and all other non-owner changes in equity. At September 30, 2010 and December 31, 2009,
accumulated other comprehensive income of $174 and $494, respectively, consisted of unrealized gains and losses on short-term investments
and cumulative foreign currency translation adjustments.

Comprehensive income is determined as follows:
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Three Months Ended Nine Months Ended
September 30, September 30,

2010 2009 2010 2009
Net income $ 41,972 $ 33,751 $ 69,022 $ 48,871
Other comprehensive income (loss):
Unrealized gain (loss) on short-term
investments 3 (24) 1 (19)
Cumulative foreign currency translation
adjustments 734 48 (321) 42
Total other comprehensive income (loss) 737 24 (320) 23

Comprehensive income 42,709 33,775 68,702 48,894
Comprehensive loss (income)
attributable to noncontrolling interest 171 74 (18) 173
Comprehensive income attributable to
Deckers Outdoor Corporation $ 42,880 $ 33,849 $ 68,684 $ 49,067

(4) Net Income per Share Attributable to Deckers Outdoor Corporation Common Stockholders

Basic net income per share represents net income attributable to Deckers Outdoor Corporation divided by the weighted-average number of
common shares outstanding for the period.  Diluted net income per share represents net income attributable to Deckers Outdoor Corporation
divided by the weighted-average number of shares outstanding, including the dilutive impact of potential issuances of common stock.  For the
three and nine months ended September 30, 2010 and 2009, the difference between the weighted-average number of basic and diluted common
shares resulted from the dilutive impact of nonvested stock units (NSUs), restricted stock units (RSUs), stock appreciation rights (SARs), and
options to purchase common stock.

5
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

The reconciliations of basic to diluted weighted-average common shares outstanding were as follows:

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

2010 2009 2010 2009
Weighted-average shares used in
basic computation 38,615,000 38,928,000 38,638,000 39,183,000
Dilutive effect of share-based
awards* 613,000 282,000 620,000 297,000

39,228,000 39,210,000 39,258,000 39,480,000

*Excluded NSUs as of
September 30, 2010 and 2009 313,000 282,000 313,000 282,000

The Company excluded the SARs and RSUs from the diluted net income per share computation for the awards that are expected to vest on
December 31, 2011 through December 31, 2016.  SARs and RSUs that are expected to vest on December 31, 2010 are included in the three and
nine months ended September 30, 2010, but not included in the three and nine months ended September 30, 2009.  These shares were excluded
because the necessary conditions had not been satisfied for the shares to be issuable based on the Company�s performance through September 30,
2010 and 2009, respectively.

(5) Fair Value Measurements

The fair values of the Company�s cash and cash equivalents, restricted cash, trade accounts receivable, prepaid expenses and other current assets,
trade accounts payable, accrued expenses, and income taxes payable approximate the carrying values due to the relatively short maturities of
these instruments.  The fair values of the Company�s long-term liabilities, if recalculated based on current interest rates, would not significantly
differ from the recorded amounts.  The fair value of the Company�s derivatives are measured and recorded at fair value on a recurring basis (see
footnote 6, �Foreign Currency Exchange Contracts and Hedging,� for further information).

The inputs used in measuring fair value are prioritized into the following hierarchy:
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• Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

• Level 2: Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable.

• Level 3: Unobservable inputs in which little or no market activity exists, therefore requiring an entity to develop its own assumptions
about the assumptions that market participants would use in pricing.

The Company has established a nonqualified deferred compensation program with an effective date of February 1, 2010 (referred to as �the
Plan�).  The Plan permits a select group of management employees, designated by the Plan Committee, to defer earnings to a future date on a
nonqualified basis.  For each plan year, the Board may, but is not required to, contribute any amount it desires to any participant under the Plan.
The Company�s contribution will be determined by the Board annually in the fourth quarter. No such contribution has been approved as of
September 30, 2010.  All amounts deferred under this plan are presented in long-term liabilities in the condensed consolidated balance sheet. 
The value of the deferred compensation is recognized based on the fair value of the participants� accounts based on Level 1 inputs.  The
Company has established a trust as a reserve for the benefits payable under the Plan.  The amounts deferred and the assets in trust related to the
Plan were immaterial as of September 30, 2010.

Short-term investments are classified as available for sale and are reported at fair value, with any unrealized gains and losses included as a
separate component of stockholders� equity. Interest and dividends are included in interest income in the condensed consolidated statements of
income.  The cost of securities sold is based on the specific identification method.  Securities with original maturities of three months or less are
classified as cash equivalents. Those that mature over three months from their original date and in less than one year are classified as short-term
investments, as the funds are used for working capital requirements. The fair values of the Company�s short-term investments are shown in the
table below and were determined based on Level 1 inputs.  The Company had no short-term investments at September 30, 2010.

6
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

December 31, 2009

Cost
Unrealized 

Gains Fair Value
Short-term Investments
Government and agency
securities $ 26,118 $ 2 $ 26,120
Total short-term
investments $ 26,118 $ 2 $ 26,120

Proceeds from sales of available for sale securities were as follows:

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

2010 2009 2010 2009
Proceeds from sales $ � $ 16,710 $ 26,080 $ 33,613

(6) Foreign Currency Exchange Contracts and Hedging

The Company records the assets or liabilities associated with derivative instruments and hedging activities at fair value based on Level 2 inputs
in other current assets or other current liabilities, respectively, in the condensed consolidated balance sheets. The accounting for gains and losses
resulting from changes in fair value depends on the use of the derivative and whether it is designated and qualifies for hedge accounting.

The Company transacts business in various foreign currencies and has international sales and expenses denominated in foreign currencies,
subjecting the Company to foreign currency risk. The Company may enter into foreign currency forward or option contracts, generally with
maturities of 12 months or less, to reduce the volatility of cash flows primarily related to forecasted revenue denominated in certain foreign
currencies.  In addition, the Company utilizes foreign exchange forward or option contracts to mitigate foreign currency exchange rate risk
associated with foreign currency-denominated assets and liabilities, primarily intercompany balances.  The Company does not use foreign
currency contracts for speculative or trading purposes.

Some foreign exchange contracts are not designated as hedging instruments for financial accounting purposes. Accordingly, any gains or losses
resulting from changes in the fair value of the non-designated contracts are reported in selling, general and administrative expenses in the
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condensed consolidated statements of income. The gains and losses on these contracts generally offset the gains and losses associated with the
underlying foreign currency-denominated balances, which are also reported in selling, general and administrative expenses.

The Company has factored into the fair value measurements the nonperformance risk of the Company and the counterparty and it did not have a
material impact on the fair value of the derivatives.  As of September 30, 2010, the fair value of the Company�s designated and non-designated
derivatives was not significant.  For the nine months ended September 30, 2010, gains and losses on the Company�s designated option contracts
were not significant, and the loss on the non-designated derivatives was $571.  As of September 30, 2010, our hedging contracts totaled
approximately $10,000.  Subsequent to September 30, 2010, we entered into several new hedging contracts totaling approximately $61,000.

(7) Credit Agreement

In May 2010, the Company and its subsidiary, TSUBO, LLC, entered into the Second Amended and Restated Credit Agreement with Comerica
Bank (the �Credit Agreement�).  The Credit Agreement provides for a maximum availability of $20,000.  Up to $12,500 of borrowings may be in
the form of letters of credit.  Amounts borrowed under the Credit Agreement bear interest at the lender�s prime rate or, at the Company�s option,
at the London Interbank Offered Rate, or LIBOR, plus 1.0%, and is secured by substantially all of the Company�s assets.  The Credit Agreement
includes annual commitment fees of $60 per year, which can be waived if the Company deposits $10,000 in non-interest bearing new deposits
with Comerica Bank; provided that such deposits may be removed by the Company at any time, subject to paying a pro-rated annual
commitment fee.  The Credit Agreement expires on June 1, 2012.  At September 30, 2010, the Company had no outstanding borrowings under
the Credit Agreement and outstanding letters of credit of $830.  As a result, $19,170 was available under the Credit Agreement at September 30,
2010.

7
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

The Credit Agreement contains certain financial covenants.  The covenants currently include a maximum additional debt of $20,000, maximum
asset sales of $5,000, maximum loans to employees of $200, and maximum loans to subsidiaries who are not parties to the Credit Agreement of
$25,000. The Credit Agreement contains certain financial covenants if the outstanding obligations exceed $2,000, including a minimum tangible
net worth requirement of $294,891 commencing with the fiscal year ended December 31, 2010 plus 75% of consolidated net profit on a
cumulative basis, no consolidated net loss for two or more consecutive fiscal quarters and maximum acquisitions of $25,000 per calendar year.

(8) Business Segments, Concentration of Business, and Credit Risk and Significant Customers

In the first quarter of fiscal 2010, as part of a refinement of its business strategy, the Company combined its Simple® wholesale reportable
segment into the other wholesale reportable segment.  None of the brands included in the other wholesale reportable segment met the
quantitative thresholds for individual segment reporting, and they share a majority of the aggregation criteria, thus permitting the Company to
aggregate these brands for segment reporting purposes.  This change in segment reporting did not have a material impact on the Company�s
condensed consolidated financial statements for any periods. The segment information for the three and nine months ended September 30, 2009
and as of December 31, 2009 has been adjusted retrospectively to conform to the current period presentation.

The Company�s accounting policies of the segments below are the same as those described in the summary of significant accounting policies,
except that the Company does not allocate corporate overhead costs or non-operating income and expenses to segments. The Company evaluates
segment performance primarily based on net sales and income or loss from operations. The Company�s reportable segments include the strategic
business units for the worldwide wholesale operations of the UGG brand, Teva brand, and its other brands (including the Simple, TSUBO®, and
Ahnu® brands), its eCommerce business and its retail store business. The wholesale operations of each brand are managed separately because
each requires different marketing, research and development, design, sourcing and sales strategies. The eCommerce and retail store segments are
managed separately because they are direct to consumer sales, while the brand segments are wholesale sales. The income or loss from operations
for each of the segments includes only those costs which are specifically related to each segment, which consist primarily of cost of sales, costs
for research and development, design, selling and marketing, depreciation, amortization and the costs of employees and their respective expenses
that are directly related to each business segment. The unallocated corporate overhead costs are the shared costs of the organization and include
the following: costs of the distribution centers, certain executive and stock compensation, accounting and finance, legal, information technology,
human resources and facilities costs, among others. The gross profit derived from the sales to third parties of the eCommerce and retail stores
segments for the US is separated into two components: (i) the wholesale profit is included in the related operating income or loss of each
wholesale segment, and (ii) the retail profit is included in the operating income of the eCommerce and retail stores segments. The gross profit of
the international portion of the eCommerce and retail stores segments includes both the wholesale and retail profit.

8
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Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

Net sales and operating income (loss) by business segment are summarized as follows:

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

2010 2009 2010 2009

Net sales to external customers:
UGG wholesale $ 229,128 $ 194,842 $ 381,728 $ 324,443
Teva wholesale 12,226 7,318 83,549 62,130
Other wholesale 7,696 5,556 20,064 16,431
eCommerce 8,665 8,350 32,264 29,798
Retail stores 20,164 12,348 53,260 32,386

$ 277,879 $ 228,414 $ 570,865 $ 465,188

Income (loss) from operations:
UGG wholesale $ 96,179 $ 75,204 $ 161,651 $ 125,669
Teva wholesale (780) (435) 17,221 11,752
Other wholesale (240) (1,616) (2,554) (11,106)
eCommerce 785 886 5,424 6,365
Retail stores 1,819 183 5,742 188
Unallocated overhead costs (31,449) (21,142) (79,133) (57,237)

$ 66,314 $ 53,080 $ 108,351 $ 75,631

Business segment asset information is summarized as follows:

September 30, December 31,
2010 2009

Total assets for reportable segments:
UGG wholesale $ 299,838 $ 130,493
Teva wholesale 37,033 31,105
Other wholesale 13,875 11,551
eCommerce 1,890 2,431
Retail stores 37,422 27,931

$ 390,058 $ 203,511
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The assets allocable to each reporting segment generally include accounts receivable, inventory, fixed assets, intangible assets and certain other
assets that are specifically identifiable with one of the Company�s segments. Unallocated assets are the assets not specifically related to the
segments and generally include cash and cash equivalents, short-term investments, deferred tax assets, and various other assets shared by the
Company�s segments. Reconciliations of total assets from reportable segments to the condensed consolidated balance sheets are as follows:

September 30, December 31,
2010 2009

Total assets for reportable segments $ 390,058 $ 203,511
Unallocated cash and cash equivalents and
short-term investments 250,536 341,982
Unallocated deferred tax assets 26,416 26,416
Other unallocated corporate assets 30,168 27,134
Consolidated total assets $ 697,178 $ 599,043

9
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DECKERS OUTDOOR CORPORATION

AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

At September 30, 2010, the Company had cash and cash equivalents of $250,536. A portion of these are held as cash in operating accounts that
are with third party financial institutions. These balances, at times, exceed the Federal Deposit Insurance Corporation (FDIC) insurance limits.
While the Company regularly monitors the cash balances in its operating accounts and adjusts the balances as appropriate, these cash balances
could be impacted if the underlying financial institutions fail or are subject to other adverse conditions in the financial markets. As of
September 30, 2010, the Company had experienced no loss or lack of access to cash in its operating accounts.

The remainder of the Company�s cash equivalents is invested in interest bearing funds managed by third party investment management
institutions. These investments can include US treasuries and government agencies, money market funds, and municipal bonds, among other
investments. Certain of these investments are subject to general credit, liquidity, market, and interest rate risks. Investment risk has been and
may further be exacerbated by US mortgage defaults and credit and liquidity issues, which have affected various sectors of the financial markets.
As of September 30, 2010, the Company had experienced no loss or lack of access to its cash and cash equivalents.

The Company sells its products to customers throughout the US and to foreign customers located in Europe, Canada, Australia, Asia, and Latin
America, among other regions.  International sales were 26.3% and 21.6% of the Company�s total net sales for the three months ended
September 30, 2010 and 2009, respectively.  International sales were 32.2% and 27.5% of the Company�s total net sales for the nine months
ended September 30, 2010 and 2009, respectively.  The Company does not consider international operations a separate segment, as management
reviews such operations in the aggregate with the aforementioned segments.

Long-lived assets, which consist of property and equipment, by major country were as follows:

September 30, December 31,
2010 2009

US $ 31,674 $ 27,405
UK 6,970 6,341
All other countries* 4,263 1,696
Total $ 42,907 $ 35,442

* No other country�s long-lived assets comprised more than 10% of total long-lived assets as of September 30, 2010 or December 31,
2009.
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Management performs regular evaluations concerning the ability of its customers to satisfy their obligations and records a provision for doubtful
accounts based upon these evaluations.  No single customer accounted for more than 10.0% of the Company�s net sales for the nine months
ended September 30, 2010 or 2009.  As of September 30, 2010 and December 31, 2009, the Company had one customer representing 11.6% and
28.0% of net trade accounts receivable, respectively.

The Company�s production is concentrated at a limited number of independent contractor factories in China. The Company�s sourcing is
concentrated in Australia and China.  The Company�s operations are subject to the customary risks of doing business abroad, including, but not
limited to, currency fluctuations, customs duties and related fees, various import controls and other nontariff barriers, restrictions on the transfer
of funds, labor unrest and strikes and, in certain parts of the world, political instability.

(9) Commitments and Contingencies

The Company has a contract requiring minimum purchase commitments of sheepskin that Deckers� affiliates, manufacturers, factories and other
agents (each or collectively, a �Buyer�) must make on or before December 31, 2010. As of September 30, 2010 the remaining commitment is
approximately $5,500. This contract may result in an unconditional purchase obligation if a Buyer does not meet the minimum purchase
requirements. In the event that a Buyer does not purchase such minimum commitments on or before December 31, 2010, the Company is
required to purchase any remaining amounts on or before December 31, 2010. The contract does not permit net settlement. As of September 30,
2010 the Company believes it is likely that it will need to purchase most of the remaining $5,500 of sheepskin.  The Company believes it will
use the sheepskin in the ordinary course of business, and therefore not incur any material losses or have a material effect on the Company�s
condensed consolidated financial statements.

10
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AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(Unaudited)

(amounts in thousands, except share quantity and per share data)

The Company agreed to make loans to its joint venture with Stella International, should the need arise. As of September 30, 2010, the estimated
remaining loans by Deckers were expected to be approximately $1,000. The Company owns 51% of the joint venture. The Company also
entered into or amended agreements with certain of its international distributors to assume control of the distribution rights in those regions.
Under one of these agreements, the Company is obligated to make total payments of approximately $1,600 from October 1, 2010 through the
second quarter of 2011. The payments include consideration for the purchase of certain assets and services.

In 2009, the Internal Revenue Service (IRS) selected the Company�s US federal income tax return for the year ended December 31, 2007 for
examination and has since expanded the audit period to include the years ending December 31, 2006 through 2009.  The Company does not
know the timing of completion of the examination or if the examination will result in a material effect to the Company�s financial statements.  It
is reasonably possible that the Company�s unrecognized tax benefit could change, and the Company cannot determine if any such change will be
material.  The Company believes its unrecognized tax benefits are appropriately reported.

The Company has on-going income tax examinations under various state tax jurisdictions.  It is the opinion of management that these audits and
inquiries will not have a material impact on the Company�s condensed consolidated financial statements.

The Company is currently involved in various legal claims arising from the ordinary course of business. Management does not believe that the
disposition of these matters will have a material effect on the Company�s financial position or results of operations. In addition, the Company has
agreed to indemnify certain of its licensees, distributors and promotional partners in connection with claims related to the use of the Company�s
intellectual property. The terms of such agreements range up to five years initially and generally do not provide for a limitation on the maximum
potential future payments. Management believes the likelihood of any payments is remote and would be immaterial. The Company determined
the risk was low based on a prior history of insignificant claims. The Company is not currently involved in any indemnification matters in
regards to its intellectual property.

(10) Other Intangible Assets

As of June 30, 2009, the Company did not reach its 2009 TSUBO brand period-to-date sales targets and reduced its long-term forecast for
TSUBO brand sales.  These factors were indicators that the TSUBO intangible assets were possibly impaired.  As a result, the Company
conducted an interim impairment evaluation of the TSUBO intangible assets as of June 30, 2009 and concluded that the fair value of the TSUBO
trademarks was lower than the carrying amount.  Therefore, the Company recognized an impairment loss of $1,000 on the TSUBO trademarks
during the nine months ended September 30, 2009.  The impairment loss is included as a part of the other wholesale reportable segment.  The
Company�s other intangible assets, net are summarized as follows:
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Balance at December 31, 2009 $ 17,433
Purchases of intangible assets 3,726
Amortization expense (2,427)
Balance at September 30, 2010 $ 18,732
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Item 2.    Management�s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

This report and the information incorporated by reference in this report contain �forward-looking statements� within the meaning of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.  We sometimes use words such
as �anticipate,� �believe,� �continue,� �estimate,� �expect,� �intend,� �may,� �project,� �will� and similar expressions, as they relate to us, our management and our
industry, to identify forward-looking statements. Forward-looking statements relate to our expectations, beliefs, plans, strategies, prospects,
future performance, anticipated trends and other future events. Specifically, this report and the information incorporated by reference in this
report contain forward-looking statements relating to, among other things:

• our global business, growth, operating and financing strategies;

• our product and geographic mix;

• the success of new products and growth initiatives;

• the impact of seasonality on our operations;

• expectations regarding our net sales and earnings growth and other financial metrics;

• our development of worldwide distribution channels;

• trends affecting our financial condition or results of operations;

• overall global economic trends; and

• reliability of overseas factory production and storage and availability of raw materials.

We have based our forward-looking statements largely on our current expectations and projections about future events and financial trends
affecting our business. Actual results may differ materially. Some of the risks, uncertainties and assumptions that may cause actual results to
differ from these forward-looking statements are described in Part II, Item 1A, and �Risk Factors.� In light of these risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this report and the information incorporated by reference in this report
might not happen.

You should read this report in its entirety, together with the documents that we file as exhibits to this report and the documents that we
incorporate by reference in this report with the understanding that our future results may be materially different from what we expect. We
qualify all of our forward-looking statements by these cautionary statements and we assume no obligation to update such forward-looking
statements publicly for any reason.
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The �UGG,� �Teva,� �Simple,� �TSUBO,� and �Ahnu� families of related marks, images and symbols are our trademarks and intellectual property.  Other
trademarks, trade names and service marks appearing in this report are the property of their respective holders.  References to �Deckers,� �we,� �us,�
�our,� or similar terms refer to Deckers Outdoor Corporation together with its consolidated subsidiaries.  Unless otherwise specifically indicated,
all amounts herein are expressed in thousands, except for share quantity, per share data, and selling prices.  All share and related information
presented herein reflects the increased number of shares resulting from the three-for-one stock split effected on June 17, 2010.

Overview

We are a leading designer, producer, marketer, and brand manager of innovative, high-quality footwear and accessories. We market our products
primarily under two proprietary brands:

• UGG®: Premier brand in luxury and comfort footwear and accessories; and

• Teva®: High performance multi-sport shoes, rugged outdoor footwear, and sport sandals.

In addition to our primary brands, our other brands include Simple®, a line of casual and sustainable-lifestyle sneakers and accessories;
TSUBO®, a line of high-end casual footwear that incorporates style, function and maximum comfort; and Ahnu®, a line of outdoor
performance and lifestyle footwear.

We sell our brands through our quality domestic retailers and international distributors and retailers, as well as directly to our end-user
consumers through our eCommerce business and our retail stores. Independent third parties manufacture all of our products. In 2011, we will
convert from a distributor model to a wholesale model for the UGG, Teva, and Simple brands in the UK and the UGG and Simple brands in the
Benelux region.
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Our business has been impacted by several important trends affecting our end markets:

• The prolonged US and global economic conditions have adversely impacted businesses worldwide in general. Some of our customers
have been, and more may be, adversely affected, which in turn has, and may continue to, adversely impact our financial results.

• The markets for casual, outdoor and athletic footwear have grown significantly during the last decade. We believe this growth is a
result of the trend toward casual dress in the workplace, increasingly active outdoor lifestyles and a growing emphasis on comfort.

• Consumers are more often seeking footwear designed to address a broader array of activities with the same quality, comfort and high
performance attributes they have come to expect from traditional athletic footwear.

• Our customers have narrowed their footwear product breadth, focusing on brands with a rich heritage and authenticity as market
category creators and leaders.

• Consumers have become increasingly focused on luxury and comfort, seeking out products and brands that are fashionable while still
comfortable.

• There is an emerging sustainable lifestyle movement happening all around the world. Consumers are demanding that brands and
companies take a more responsible approach when it comes to protecting the environment.

By emphasizing our brands� images and our focus on comfort, performance and authenticity, we believe we can maintain a loyal consumer
following that is less susceptible to fluctuations caused by changing fashions and changes in consumer preferences.

Below is an overview of the various components of our business, including some of the important factors that affect each business and some of
our strategies for growing each business.

UGG Brand Overview

The UGG brand has become well-known throughout the US as well as internationally.  Over the past several years, our UGG brand has received
increased global media exposure including increased print media in ads and cooperative advertising with our customers, which has contributed
to broader public awareness of the brand and significantly increased demand for the collection.  We believe that the increased global media
focus and demand for UGG products were driven by the following:

• consumer brand loyalty, due to the luxury and comfort of UGG footwear;

• continued innovation of new product categories and styles;

• increased marketing in high-end magazines;
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• successful targeting of high-end distribution;

• adoption by high-profile celebrities as a favored footwear brand;

• increased media attention that has enabled us to introduce the brand to consumers much faster than we would have otherwise been
able to;

• increased exposure to the brand driven by our concept stores which showcase all of our product offerings; and

• continued geographic expansion across the US and internationally.

We believe the luxury and comfort features of UGG products will continue to drive long-term consumer demand.  Recognizing that there is a
significant fashion element to UGG footwear and that footwear fashions fluctuate, our strategy seeks to prolong the longevity of the brand by
offering a broader product line suitable for wear in a variety of climates and occasions and by limiting distribution to selected higher-end
retailers.  As part of this strategy we have increased our product offering, including a growing spring line, an expanded men�s line, and a fall line
that consists of a range of luxurious collections for both genders, an expanded kids� line, as well as handbags and cold weather outerwear and
accessories.

Teva Brand Overview

Our Teva brand is positioned to be the innovative global adventure brand, with a 25-year track record of contributing to the outdoor experience. 
We pioneered the water sport sandal category in 1984, and heading into 2011, our brand mission is to inspire spontaneity, camaraderie and
adventure on, around, or in water.  Leveraging our core performance competencies of traction, hydro and comfort, we are focused on driving
growth through innovation in the growing closed toe markets of multi-sport and light hiking, while maintaining our stronghold in the sandal
market.
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Our efforts to expand the Teva brand beyond sandals, while embracing our core water-based competencies, have contributed to the significant
revenue growth in 2010.  Throughout 2010, our broader range of products has shown strong retail sell-through across all channels, and we
believe that our retail partners have viewed both our product and marketing innovations as relevant and compelling.

We see an opportunity to grow the Teva brand significantly outside of the US.  In 2010, we converted from a distributor model to a direct
subsidiary model in the Benelux region and France, enhancing our marketing and distribution capabilities in the outdoor active Belgium,
Netherlands and Luxembourg markets.  Within the US, we see strong growth opportunities within our current core channels of distribution,
outdoor specialty and sporting goods, as our product assortment evolves and expands.  Also, through effective product and distribution
segmentation, we see significant expansion opportunities within the family value, department store, better footwear, and action sports channels. 
However, we cannot assure investors that these efforts will be successful.

Other Brands Overview

Our other brands consist primarily of the Simple, TSUBO, and Ahnu brands.  The Simple brand is our casual sneaker brand recognized by its
name.  We feel the strength of the brand includes our limited distribution to specialty retailers and select department stores.  We believe that we
have expertise and a reputation of leadership in sustainable footwear.  Since 2005, sustainability has been the primary marketing focus. 
Beginning in 2011, we are expanding the brand�s positioning to deliver on a broader brand promise of �less is more.�  Sustainability will remain a
very important brand attribute, but equal emphasis will be placed on style, comfort, quality, and the price to value relationship.  We intend to
make Simple sneakers timeless and versatile, and we plan to selectively increase our distribution.

TSUBO, meaning pressure point in Japanese, is marketed as high-end casual footwear for men and women. The brand is the synthesis of
ergonomics and style, with a full line of sport and dress casuals, boots, sandals and heels that are constructed to provide consumers with
contemporary footwear that incorporates style, function and maximum comfort.  The TSUBO brand has a rich heritage with consumers in major
cities around the world who appreciate design, pay attention to detail, and will not sacrifice comfort.  We are building on this heritage,
positioning the TSUBO brand as the premium footwear solution for people in the city, providing all day comfort, style and quality.  We are
continuing to create products to address consumers� unique needs: all-day comfort, innovative style and superior quality.  At the same time, we
are marketing to the TSUBO brand consumers where they live, emphasizing regional advertising and in-market grass roots, product placement
and public relations efforts.

In March 2009, we acquired 100% of the ownership interest of Ahnu, Inc.  The Ahnu brand is an outdoor performance and lifestyle footwear
brand with products for men, women and children.  The name Ahnu is derived from the Celtic goddess representing the balance of well-being
and prosperity.  The brand focuses primarily on women consumers offering style and comfort for active women on both trails and pavement. 
The product goal is to achieve uncompromising footwear performance by developing footwear that will provide the appropriate balance of
traction, grip, flexibility, cushioning and durability for a variety of outdoor activities � whether on trails, beaches or sidewalks.  Ahnu products are
sold throughout the US, primarily at outdoor specialty stores and independent shoe stores, as well as certain regions internationally.

We expect to leverage our design, marketing and distribution capabilities to grow these brands over the next several years, consistent with our
mission to build niche brands into global market leaders.  Nevertheless, we cannot assure investors that our efforts will be successful.
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eCommerce Overview

Our eCommerce business, which sells most of our brands, allows us to reinforce our relationship with the consumer.  eCommerce enables us to
meet the growing demand for our products, sell the products at retail prices and provide significant incremental operating income.  The
eCommerce business provides us an opportunity to communicate to the consumer with a consistent brand message that is in line with our brands�
promises, drives awareness of key brand initiatives, and offers targeted information to specific consumer segments.  In recent years, our
eCommerce business has had strong revenue growth, much of which occurred as the UGG brand gained global popularity and as consumers
continued to increase internet usage for footwear and other purchases.

Managing our eCommerce business requires us to focus on the latest trends and techniques for web design and marketing, to generate internet
traffic to our websites, to effectively convert website visits into orders, and to maximize average order sizes.  We plan to continue to grow our
eCommerce business through improved website features and performance including a new eCommerce platform, increased marketing and more
international websites.  Nevertheless, we cannot assure investors that revenue from our eCommerce business will not decline.
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Retail Stores Overview

Our retail stores are predominantly UGG Australia concept stores and UGG Australia outlet stores.  Our retail stores enable us to directly impact
our customers� experience, meet the growing demand for these products, sell the products at retail prices and provide us with incremental
operating income.  In addition, our UGG Australia concept stores allow us to showcase our entire UGG product line; whereas, our retailers may
not carry the whole line.  Through our outlet stores, we sell some of our discontinued styles from prior seasons plus products made specifically
for the outlet stores.  We sell Teva products as well as some of our other brands through our UGG Australia outlet stores.  During the third
quarter, we opened five new retail stores globally.  We opened two UGG Australia concept stores in Shanghai, China with our joint venture
partner.  Domestically, we opened one UGG Australia outlet store in Orlando, Florida and two UGG Australia concept stores, one in Miami�s
historical South Beach area and one in Georgetown, Washington, DC.  As of September 30, 2010, we had a total of 24 retail stores worldwide. 
For the remainder of 2010, we plan to continue expanding our retail stores business through opening additional stores in the US.

Seasonality

Our business is seasonal, with the highest percentage of UGG brand net sales occurring in the third and fourth quarters and the highest
percentage of Teva brand net sales occurring in the first and second quarters of each year.  Our other brands do not have a significant seasonal
impact.

2010
First 
Quarter

Second 
Quarter

Third 
Quarter

Fourth 
Quarter

Net sales $ 155,927 $ 137,059 $ 277,879
Income from
operations $ 28,821 $ 13,216 $ 66,314

2009
First

Quarter
Second
Quarter

Third
Quarter

Fourth
Quarter

Net sales $ 134,226 $ 102,548 $ 228,414 $ 347,989
Income from
operations* $ 19,326 $ 3,225 $ 53,080 $ 105,616

2008
First

Quarter
Second
Quarter

Third
Quarter

Fourth
Quarter

Net sales $ 97,535 $ 91,116 $ 197,288 $ 303,506
Income (loss) from
operations* $ 17,060 $ (6,944) $ 43,081 $ 63,722

* Included in income (loss) from operations in the second quarter of 2008 is a $14,900 impairment loss on our Teva trademarks.  Included in
the fourth quarter of 2008 is a $20,925 impairment loss on our Teva trademarks, Teva goodwill, and TSUBO goodwill.  Included in the second
quarter of 2009 is a $1,000 impairment loss on our TSUBO trademarks.
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With the large growth in the UGG brand over the past several years, net sales in the last half of the year have exceeded that for the first half of
the year. Given our expectations for our brands, we currently expect this trend to continue. Nonetheless, actual results could differ materially
depending upon consumer preferences, availability of product, competition and our customers continuing to carry and promote our various
product lines, among other risks and uncertainties. See Part II, Item 1A, �Risk Factors.�
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Results of Operations

Three Months Ended September 30, 2010 Compared to Three Months Ended September 30, 2009

The following table summarizes the Company�s results of operations:

Three Months Ended September 30,
2010 2009 Change

Amount % Amount % Amount %
Net sales $ 277,879 100.0% $ 228,414 100.0% $ 49,465 21.7%
Cost of sales 146,926 52.9 130,463 57.1 16,463 12.6
Gross profit 130,953 47.1 97,951 42.9 33,002 33.7
Selling, general and
administrative expenses 64,639 23.3 44,871 19.6 19,768 44.1
Income from
operations 66,314 23.9 53,080 23.2 13,234 24.9
Other income, net (213) (0.1) (105) � 108 102.9
Income before income
taxes 66,527 23.9 53,185 23.3 13,342 25.1
Income taxes 24,555 8.8 19,434 8.5 5,121 26.4
Net income 41,972 15.1 33,751 14.8 8,221 24.4
Net loss attributable to
the noncontrolling
interest 171 0.1 74 � 97 131.1
Net income attributable
to Deckers Outdoor
Corporation $ 42,143 15.2% $ 33,825 14.8% $ 8,318 24.6%

Overview.  The increase in net sales was primarily due to an increase in UGG product sales.  The increase in income from operations resulted
primarily from the higher net sales and increased gross margin, partially offset by higher selling, general and administrative expenses, or SG&A.

Net Sales.  The following table summarizes net sales by location and net sales by brand and distribution channel:

Three Months Ended September 30,
Change

2010 2009 Amount %
Net sales by location:
US $ 204,728 $ 179,047 $ 25,681 14.3%
International 73,151 49,367 23,784 48.2
Total $ 277,879 $ 228,414 $ 49,465 21.7%

Net sales by brand
and distribution
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channel:
UGG:
Wholesale $ 229,128 $ 194,842 $ 34,286 17.6%
eCommerce 6,827 5,862 965 16.5
Retail stores 19,835 12,046 7,789 64.7
Total 255,790 212,750 43,040 20.2
Teva:
Wholesale 12,226 7,318 4,908 67.1
eCommerce 1,295 1,576 (281) (17.8)
Retail stores 171 132 39 29.5
Total 13,692 9,026 4,666 51.7
Other:
Wholesale 7,696 5,556 2,140 38.5
eCommerce 543 912 (369) (40.5)
Retail stores 158 170 (12) (7.1)
Total 8,397 6,638 1,759 26.5
Total $ 277,879 $ 228,414 $ 49,465 21.7%

Total eCommerce $ 8,665 $ 8,350 $ 315 3.8%

Total Retail stores $ 20,164 $ 12,348 $ 7,816 63.3%

The increase in net sales was primarily driven by strong sales for the UGG brand.  We experienced an increase in the number of pairs sold
primarily through our UGG and Teva wholesale channels, partially offset by a decrease in pairs sold in our eCommerce segment. 
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This resulted in an 18.4% overall increase in the volume of footwear sold for all brands to approximately 4.5 million pairs for the three months
ended September 30, 2010 compared to approximately 3.8 million pairs for the three months ended September 30, 2009.  Our weighted-average
wholesale selling price per pair increased slightly to $58.61 for the three months ended September 30, 2010 from $58.56 for the three months
ended September 30, 2009.

Wholesale net sales of our UGG brand increased primarily due to the increase in pairs sold, as well as a slight increase in the average selling
price.  We cannot assure investors that UGG brand sales will continue to grow at their past pace.

Wholesale net sales of our Teva brand increased due to both an increase in the average selling price and an increase in the volume of pairs sold. 
The average selling price increase was the result of decreased closeout sales and was also the result of realizing the benefit of assuming the
distribution rights in Benelux and France starting in January 2010.

Wholesale net sales of our other brands increased due to both an increase in pairs sold and an increase in the average selling price.

Net sales of our eCommerce business increased slightly due to an increase in the average selling price, partially offset by a decrease in the
number of pairs sold.

Net sales of our retail store business, which are primarily UGG brand sales, increased largely due to the addition of eight new stores opened
since September 30, 2009.  New stores that were not open during the full three months ended September 30, 2009 contributed approximately
$6,000 of retail sales for three months ended September 30, 2010.  We do not expect this growth rate to continue because as we increase the
number of our stores, each new store will have less proportional impact on our growth rate.  For those stores that were open during the full third
quarter of 2009 and 2010, same store sales grew by 17.9%.  Nevertheless, we cannot assure investors that retail store sales will continue to grow
at their recent pace or that revenue from our retail store business will not at some point decline.

International sales, which are included in the segment sales above, for all of our products combined represented 26.3% and 21.6% of worldwide
net sales for the three months ended September 30, 2010 and 2009, respectively.  The international sales growth was led by the UGG brand in
the European region.

Gross Profit. As a percentage of net sales, gross margin increased to 47.1% for the three months ended September 30, 2010, compared to
42.9% for the three months ended September 30, 2009.  The increase was primarily attributable to an increased mix of retail sales, direct
distribution for the Teva brand in Benelux, reduced closeout revenues and improved initial margins for all brands.  In addition, we received
approximately $1,000 in duty refunds during the three months ended September 30, 2010, which we do not expect to recur at this level.

Selling, General and Administrative Expenses (SG&A). As a percentage of net sales, SG&A increased to 23.3% for the three months ended
September 30, 2010 compared to 19.6% for the three months ended September 30, 2009.  The increase in SG&A resulted primarily from:
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• increased payroll and related costs of approximately $11,000 in support of our continued growth;

• fixed costs of approximately $2,000 related to eight new retail stores that were not open as of September 30, 2009; and

• increased marketing expenses of approximately $2,000 primarily related to our UGG brand.

Income from Operations.  The gross profit derived from the sales to third parties of the eCommerce and retail store segments for the US is
separated into two components:  (i) the wholesale profit is included in the related operating income or loss of each wholesale segment, and
(ii) the remaining profit is included in the eCommerce and retail stores segments.  The gross profit of the international portion of the eCommerce
and retail stores segments includes both the wholesale and retail profit.  The following table summarizes operating income (loss) by segment:
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Three Months Ended September 30,
Change

2010 2009 Amount %
UGG wholesale $ 96,179 $ 75,204 $ 20,975 27.9%
Teva wholesale (780) (435) (345) (79.3)
Other wholesale (240) (1,616) 1,376 85.1
eCommerce 785 886 (101) (11.4)
Retail stores 1,819 183 1,636 894.0
Unallocated overhead
costs (31,449) (21,142) (10,307) (48.8)
Total $ 66,314 $ 53,080 $ 13,234 24.9%

Income from operations increased due to the increase in net sales and gross margin, partially offset by the higher SG&A expenses.

The increase in income from operations of UGG brand wholesale was primarily the result of higher sales and a 3.9 percentage point increase in
gross margin, partially attributable to the higher content of retail sales, combined with higher net bad debt recoveries of approximately $700. 
These results were partially offset by higher marketing and promotional and divisional expenses of approximately $3,000.

The increase in loss from operations of Teva brand wholesale was largely due to higher operating expenses of approximately $3,000, partially
offset by higher gross profit, primarily due to increased sales and an 11.1 percentage point increase in gross margin. The increase in gross
margin was primarily due to the decreased impact of closeout sales and the benefit of direct business in Benelux.

The loss from operations of our other brands wholesale improved primarily due to increased sales and a 13.3 percentage point increase in gross
margin.  These results were partially offset by increased net bad debt expenses of approximately $600, as 2009 experienced net bad debt
recoveries.

Income from operations of our eCommerce business decreased slightly.

The increase in income from operations of our retail store business was primarily due to increased sales and a 5.3 percentage point increase in
gross margin.  The increase was partially offset by approximately $3,000 of higher operating expenses primarily related to our new store
openings.

The increase in unallocated overhead costs resulted most significantly from an increase of approximately $3,000 related to international
infrastructure costs to support our continued growth.

Other (Income) Expense, Net.  Interest expense increased primarily due to interest expense on income tax related liabilities.  Other income, net
increased primarily due to a one-time foreign sales tax exemption.
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Income Taxes. Income taxes for the interim periods are computed using the effective tax rate estimated to be applicable for the full fiscal year,
which is subject to ongoing review and evaluation by management and can vary from quarter to quarter.  Income tax expense and effective
income tax rates were as follows:

Three Months Ended
September 30,

2010 2009
Income tax expense $ 24,555 $ 19,434
Effective income tax rate 36.9% 36.5%

The slight increase in the effective tax rate was primarily due to the increase in our projected annual domestic pre-tax income as a percentage of
worldwide pre-tax income, as income generated in the US is taxed at significantly higher rates than most of our foreign jurisdictions.  The
effective tax rate is subject to ongoing review and evaluation by management and can vary from quarter to quarter.  We anticipate our effective
tax rate for the full year 2010 to be slightly higher than the full year rate of 36.2% in 2009.

Net Loss Attributable to the Noncontrolling Interest.  Net loss attributable to the noncontrolling interest in our joint venture with Stella
International was $171 and $74 for the three months ended September 30, 2010 and 2009, respectively.

18

Edgar Filing: DECKERS OUTDOOR CORP - Form 10-Q

38



Table of Contents

Net Income Attributable to Deckers Outdoor Corporation.  Our net income increased as a result of the items discussed above.  Our diluted
earnings per share increased by 24.4% to $1.07 for the three months ended September 30, 2010 compared to $0.86 in the same period of 2009,
primarily as a result of the increase in net income.
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Nine Months Ended September 30, 2010 Compared to Nine Months Ended September 30, 2009

The following table summarizes the Company�s results of operations:

Nine Months Ended September 30,
2010 2009 Change

Amount % Amount % Amount %
Net sales $ 570,865 100.0% $ 465,188 100.0% $ 105,677 22.7%
Cost of sales 301,262 52.8 267,539 57.5 33,723 12.6
Gross profit 269,603 47.2 197,649 42.5 71,954 36.4
Selling, general and
administrative
expenses 161,252 28.2 121,018 26.0 40,234 33.2
Impairment loss � � 1,000 0.2 (1,000) *
Income from
operations 108,351 19.0 75,631 16.3 32,720 43.3
Other income, net (775) (0.1) (1,942) (0.4) (1,167) (60.1)
Income before income
taxes 109,126 19.1 77,573 16.7 31,553 40.7
Income taxes 40,104 7.0 28,702 6.2 11,402 39.7
Net income 69,022 12.1 48,871 10.5 20,151 41.2
Net (income) loss
attributable to the
noncontrolling interest (18) � 173 � (191) (110.4)
Net income attributable
to Deckers Outdoor
Corporation $ 69,004 12.1% $ 49,044 10.5% $ 19,960 40.7%

* Calculation of percentage change is not meaningful.

Overview.  The increase in net sales was primarily due to an increase in UGG product sales.  The increase in income from operations resulted
primarily from the higher net sales and increased gross margin, partially offset by higher SG&A.

Net Sales.  The following table summarizes net sales by location and net sales by brand and distribution channel:

Nine Months Ended September 30,
Change

2010 2009 Amount %
Net sales by
location:
US $ 386,963 $ 337,349 $ 49,614 14.7%
International 183,902 127,839 56,063 43.9
Total $ 570,865 $ 465,188 $ 105,677 22.7%
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Net sales by brand
and distribution
channel:
UGG:
Wholesale $ 381,728 $ 324,443 $ 57,285 17.7%
eCommerce 26,223 22,513 3,710 16.5
Retail stores 52,417 31,582 20,835 66.0
Total 460,368 378,538 81,830 21.6
Teva:
Wholesale 83,549 62,130 21,419 34.5
eCommerce 4,264 4,655 (391) (8.4)
Retail stores 260 356 (96) (27.0)
Total 88,073 67,141 20,932 31.2
Other:
Wholesale 20,064 16,431 3,633 22.1
eCommerce 1,777 2,630 (853) (32.4)
Retail stores 583 448 135 30.1
Total 22,424 19,509 2,915 14.9
Total $ 570,865 $ 465,188 $ 105,677 22.7%

Total eCommerce $ 32,264 $ 29,798 $ 2,466 8.3%

Total Retail stores $ 53,260 $ 32,386 $ 20,874 64.5%
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The increase in net sales was primarily driven by strong sales for the UGG and Teva brands as well as our retail segment.  In addition, our
weighted-average wholesale selling price per pair increased 3.3% to $42.51 for the nine months ended September 30, 2010 from $41.14 for the
nine months ended September 30, 2009, resulting primarily from higher UGG and Teva sales, with UGG products generally carrying a higher
average selling price.  During the period, we experienced an increase in the number of pairs sold primarily through our UGG and Teva
wholesale segments.  This resulted in a 17.3% overall increase in the volume of footwear sold for all brands to approximately 12.2 million pairs
for the nine months ended September 30, 2010 compared to approximately 10.4 million pairs for the nine months ended September 30, 2009.

Wholesale net sales of our UGG brand increased primarily due to an increase in global pairs sold.  We cannot assure investors that UGG brand
sales will continue to grow at their past pace or that revenue from UGG products will not at some point decline.

Wholesale net sales of our Teva brand increased primarily due to an increase in the number of pairs sold, as well as an increase in the average
selling price.  The average selling price increase was primarily the result of realizing the benefit of assuming the distribution rights in Benelux
and France starting in January 2010, as well as a decreased impact of closeout sales.  We cannot assure investors that the Teva brand sales will
continue to grow at their recent pace or that revenue from the Teva brand will not at some point decline.

Wholesale net sales of our other brands increased primarily due to an overall increase in the number of pairs sold, as well as an increase in the
average selling price.

Net sales of our eCommerce business increased, primarily from an increase in UGG brand eCommerce sales, as well as higher overall average
selling prices.

The increase in net sales of our retail store business, consisting mainly of UGG brand sales, was largely due to the addition of eight new stores
opened since September 30, 2009.  New stores that were not open for the full nine months ended September 30, 2009 contributed approximately
$15,000 of retail sales for the nine months ended September 30, 2010.  We do not expect this growth rate to continue because as we increase the
number of our stores, each new store will have less proportional impact on our growth rate.  For those stores that were open during the full nine
months ended September 30, 2009 and 2010, same store sales grew by 23.0%.  Nevertheless, we cannot assure investors that retail store sales
will continue to grow at their recent pace or that revenue from our retail store business will not at some point decline.

International sales, which are included in the segment sales above, for all of our products combined represented 32.2% and 27.5% of worldwide
net sales for the nine months ended September 30, 2010 and 2009, respectively.  The international sales growth was led by the UGG and Teva
brands in the European region.

Gross Profit. As a percentage of net sales, gross margin increased to 47.2% for the nine months ended September 30, 2010 compared to 42.5%
for the nine months ended September 30, 2009.  The increase was primarily attributable to a higher percentage of retail sales and higher margins
led by our UGG and Teva brands and our retail stores segment.  We experienced a reduced impact of closeout sales for the Teva brand and
began realizing the benefit of the direct wholesale business in Benelux starting in January 2010.  In addition, we received approximately $7,000
in duty refunds during the nine months ended September 30, 2010, which we do not expect to recur at this level.  Our gross margins fluctuate
based on several factors, and we expect our gross margin to increase for the full year of 2010 compared to 2009.
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Selling, General and Administrative Expenses. As a percentage of net sales, SG&A increased to 28.2% for the nine months ended
September 30, 2010 compared to 26.0% for the nine months ended September 30, 2009.  The increase in SG&A resulted primarily from:

• a planned increase in payroll expenses of approximately $24,000 in support of our continued growth globally,

• fixed costs of approximately $5,000 related to eight new retail stores that were not open as of September 30, 2009, and

• approximately $3,000 of divisional expenses primarily related to our UGG and Teva brands.
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Income from Operations. The gross profit derived from the sales to third parties of the eCommerce and retail store segments for the US is
separated into two components:  (i) the wholesale profit is included in the related operating income or loss of each wholesale segment, and
(ii) the remaining profit is included in the eCommerce and retail stores segments.  The gross profit of the international portion of the eCommerce
and retail stores segments includes both the wholesale and retail profit.  The following table summarizes operating income (loss) by segment:

Nine Months Ended September 30,
Change

2010 2009 Amount %
UGG wholesale $ 161,651 $ 125,669 $ 35,982 28.6%
Teva wholesale 17,221 11,752 5,469 46.5
Other wholesale (1) (2,554) (11,106) 7,552 74.7
eCommerce 5,424 6,365 (941) (14.8)
Retail stores 5,742 188 5,554 2954.3
Unallocated overhead
costs (79,133) (57,237) (20,896) (35.9)
Total $ 108,351 $ 75,631 $ 32,720 43.3%

(1)  Included in Other wholesale income from operations is an impairment loss of $1,000 during the second quarter of 2009.

Income from operations increased primarily due to the increase in sales and gross margins, partially offset by higher selling, general and
administrative expenses.

The increase in income from operations of UGG brand wholesale was primarily the result of the higher sales and an increase of 4.2 percentage
points on gross margin, partially attributable to the duty refunds and the higher content of retail sales, as well as increased net bad debt
recoveries of approximately $2,000.  The increase was partially offset by approximately $7,000 of increased marketing and promotional
expenses; research, development, and design expenses; and divisional sales expenses.

The increase in income from operations of Teva brand wholesale was primarily the result of higher sales and an increase of 5.0 percentage points
on gross margin due to the benefit of the direct business in Benelux, partially offset by an approximate $4,000 increase in other divisional
expenses.

The loss from operations of our other brands wholesale improved primarily due to increased sales, an 18.1 percentage point increase on gross
margin, and an approximate $4,000 decrease in marketing and promotional expenses.

Income from operations of our eCommerce business decreased primarily due to approximately $2,000 in increased operating expenses, partially
offset by an increase in gross margin from higher UGG brand sales.
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Income from operations of our retail store business increased primarily due to the higher sales and a 6.2 percentage point increase in gross
margin, partially offset by approximately $8,000 of higher operating expenses primarily related to our new store openings.

Unallocated overhead costs increased most significantly from an increase of approximately $7,000 related to international infrastructure costs to
support our continued growth.

Other (Income) Expense, Net.  Interest expense increased due to negative interest expense in 2009 due to the reversal of accrued interest related
to certain tax obligations for one of the Company�s foreign subsidiaries.  In addition, we incurred additional interest expense on income tax
related liabilities in 2010.  Interest income decreased primarily from significantly lower market interest rates, as well as a shift in our investment
mix to all highly liquid cash equivalents. Other income, net increased primarily due to a one-time foreign sales tax exemption.

Income Taxes. Income taxes for the interim periods are computed using the effective tax rate estimated to be applicable for the full fiscal year,
which is subject to ongoing review and evaluation by management and can vary from quarter to quarter.  Income tax expense and effective
income tax rates were as follows:
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Nine Months Ended
September 30,

2010 2009
Income tax
expense $ 40,104 $ 28,702
Effective income
tax rate 36.8% 37.0%

Our effective tax rate is based on pre-tax income projections for the full year, which are management�s best estimates based on available
information.  We anticipate our effective tax rate for the full year 2010 to be slightly higher than the full year rate of 36.2% in 2009.

Net (Income) Loss Attributable to the Noncontrolling Interest.  Net income attributable to the noncontrolling interest in our joint venture with
Stella International, was $18 for the nine months ended September 30, 2010, versus a net loss of $173 for the nine months ended September 30,
2009.

Net Income Attributable to Deckers Outdoor Corporation.  Our net income increased as a result of the items discussed above.  Our diluted
earnings per share increased by 41.9% to $1.76 for the nine months ended September 30, 2010 compared to $1.24 in the same period of 2009,
primarily as a result of the increase in net income.

Off-Balance Sheet Arrangements

We have off-balance sheet arrangements consisting of operating lease obligations and purchase obligations.  See �Contractual Obligations� below.

Liquidity and Capital Resources

We finance our working capital and operating needs using a combination of our cash and cash equivalents balances, short-term investments,
cash generated from operations and, as needed, the credit available under our credit agreement. In an economic recession or under other adverse
economic conditions, we may be unable to realize a return on our cash and cash equivalents and short-term investments, secure additional credit
on favorable terms, renew our existing credit or access our existing line of credit. Such failures may impact our working capital reserves and
have a material adverse effect on our business.

Since the latter part of 2007, US and foreign credit markets have experienced adverse conditions, including unusual volatility and a lack of
secondary market liquidity, which conditions have presented, and continue to present, significant challenges to the investment markets and have
limited the availability of short-term debt for working capital. While it is difficult to predict how long these adverse conditions will exist, these
factors, if they continue, could adversely impact our future financial condition and our future results of operations.
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Our cash flow cycle includes the purchase of inventories, the subsequent sale of the inventories and the eventual collection of the resulting
accounts receivables. As a result, our working capital requirements begin when we purchase the inventories and continue until we ultimately
collect the resulting receivables. The seasonality of our UGG brand business requires us to build fall and winter inventories in the second and
third quarters to support sales for the UGG brand�s major selling seasons, which historically occur during the third and fourth quarters; whereas,
the Teva brand generally begins to build its inventory levels beginning in the fourth and first quarters in anticipation of the spring selling season
that occurs in the first and second quarters.  Given the seasonality of our UGG and our Teva brands, our working capital requirements fluctuate
significantly throughout the year. The cash required to fund these working capital fluctuations has been provided using our internal cash flows.
If necessary, we may borrow funds under our credit agreement.  During 2009 and the nine months ended September 30, 2010, we did not borrow
funds under our credit agreement.

23

Edgar Filing: DECKERS OUTDOOR CORP - Form 10-Q

47



Table of Contents

The following table summarizes the Company�s cash flows and working capital:

Nine Months Ended September 30,
Change

2010 2009 Amount %
Net cash used in operating activities $ (61,926) $ (34,432) $ (27,494) (79.9)%
Net cash provided by (used in)
investing activities $ 6,393 $ (46,449) $ 52,842 113.8%
Net cash used in financing activities $ (9,902) $ (20,383) $ 10,481 51.4%

September 30, December 31, Change
2010 2009 Amount %

Cash and cash equivalents $ 250,536 $ 315,862 $ (65,326) (20.7)%
Short-term investments � 26,120 (26,120) (100.0)
Trade accounts receivable 142,232 76,427 65,805 86.1
Inventories 197,313 85,356 111,957 131.2
Other current assets 17,833 17,222 611 3.5
Total current assets 607,914 520,987 86,927 16.7

Trade accounts payable 73,202 47,331 25,871 54.7
Other current liabilities 53,563 53,539 24 �
Total current liabilities 126,765 100,870 25,895 25.7

Net working capital $ 481,149 $ 420,117 $ 61,032 14.5%

Cash from Operating Activities.  Net cash used in operating activities increased primarily due to trade accounts receivable and inventories
increasing more in the nine months ended September 30, 2010 versus 2009. The larger increase in trade accounts receivable was primarily due to
increased international accounts receivable, driven by the international sales growth which carry longer terms, and also due to the timing of
customer purchases and higher cash-based sales at the end of 2009 compared to the end of 2008 related to our retail and eCommerce businesses. 
The larger increase in inventories was primarily due to higher projected sales in the fourth quarter of 2010 versus 2009, eight new stores, and
increased international inventory. These changes were partially offset by trade accounts payable increasing more in the first nine months of 2010
compared to 2009.  The larger increase in accounts payable is primarily due to timing of cash payments, as well as increased purchases of
inventory and other expenses.  Net working capital increased from December 31, 2009 to September 30, 2010, primarily as a result of higher
inventories and accounts receivable, partially offset by lower cash and cash equivalents and short-term investments and higher trade accounts
payable.  Changes in working capital are due to the items discussed above, as well as our normal seasonality and timing of cash receipts and
cash payments.

Wholesale accounts receivable turnover increased to 7.9 times in the twelve months ended September 30, 2010 from 7.0 times for the twelve
months ended September 30, 2009, primarily due to increased sales and cash collections for the twelve months ended September 30, 2010
compared to the twelve months ended September 30, 2009.

Inventory turnover increased slightly to 3.6 times for the twelve months ended September 30, 2010 compared to 3.3 times for the twelve months
ended September 30, 2009, mainly due to increased sales while maintaining comparable average inventory balances, during the twelve months
ended September 30, 2010 compared to the twelve months ended September 30, 2009.
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Cash from Investing Activities.  Net cash provided by investing activities for the nine months ended September 30, 2010 resulted primarily from
sales of short-term investments, partially offset by purchases of property and equipment and acquisitions of businesses.  Our larger capital
expenditures were related to the build out of new retail stores and computer hardware and software.  In addition, we did not purchase short-term
investments in the nine months ended September 30, 2010, as we shifted our investments to highly liquid cash equivalents.  For the nine months
ended September 30, 2009, net cash used in investing activities resulted primarily from net purchases of short-term investments and purchases of
property and equipment.  Our larger capital expenditures were related to the build-out of new retail stores, expansion of our warehouse pick
module and computer hardware and software.

As of September 30, 2010, we had no material commitments for future capital expenditures but estimate that the remaining capital expenditures
for 2010 will range from approximately $10,000 to $15,000. We anticipate these expenditures will primarily include the build-out of new retail
stores and computer software and hardware including a new product management system and eCommerce
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platform.  The actual amount of capital expenditures for the remainder of 2010 may differ from this estimate, largely depending on the timing of
new store openings or any unforeseen needs to replace existing assets and the timing of other expenditures.

Cash from Financing Activities.  For both the nine months ended September 30, 2010 and 2009, net cash used in financing activities was
comprised primarily of cash used for repurchases of our common stock and for shares withheld for taxes from employee stock unit vestings,
partially offset by excess tax benefits from stock compensation.

In June 2009, we announced that our Board of Directors approved a stock repurchase program to repurchase up to $50,000 of our common stock
in the open market or in privately negotiated transactions, subject to market conditions, applicable legal requirements and other factors.  The
program does not obligate us to acquire any particular amount of common stock and the program may be suspended at any time at our
discretion.  Prior to the stock split, we repurchased shares that were retired; the repurchased shares and repurchase price were not affected by the
stock split.  During the three months ended September 30, 2010, we repurchased approximately 170,000 shares of our common stock under this
program for approximately $7,400, or an average price of $43.89 per share.  During the nine months ended September 30, 2010, we repurchased
approximately 190,000 shares for approximately $10,100, or an average price of $53.05 per share.  As of September 30, 2010, the remaining
amount approved to repurchase shares was approximately $20,000.

In May 2010, we entered into the Second Amended and Restated Credit Agreement with Comerica Bank, or the Credit Agreement.  The Credit
Agreement provides for a maximum availability of $20,000. Up to $12,500 of borrowings may be in the form of letters of credit. The Credit
Agreement bears interest at the lender�s prime rate (3.25% at September 30, 2010) or, at our option, at the London Interbank Offered Rate, or
LIBOR, (0.26% at September 30, 2010) plus 1.0%, and is secured by substantially all of our assets. The Credit Agreement includes annual
commitment fees of $60 per year which can be waived if we deposit $10,000 in non-interest bearing new deposits with Comerica Bank,
provided that such deposits may be removed by us at any time, subject to paying a pro-rated annual commitment fee.  The Credit Agreement
expires on June 1, 2012.  At September 30, 2010, we had no outstanding borrowings under the Credit Agreement and outstanding letters of
credit of $830.  As a result, $19,170 was available under the Credit Agreement at September 30, 2010.

The Credit Agreement contains certain financial covenants.  The covenants currently include a maximum additional debt of $20,000, maximum
asset sales of $5,000, maximum loans to employees of $200, and maximum loans to subsidiaries who are not parties to the Credit Agreement of
$25,000.  As of September 30, 2010, we were in compliance with all covenants and remain so as of the date of this report.  The agreements
underlying the Credit Agreement also contain certain financial covenants, if outstanding obligations exceed $2,000, including a minimum
tangible net worth requirement of $294,891 plus 75% of the consolidated net profit on a cumulative basis, commencing with the fiscal year
ended December 31, 2010, no consolidated net loss for two or more consecutive fiscal quarters and maximum acquisitions of $25,000 per
calendar year.  At September 30, 2010, these covenants were not in effect because our balance did not exceed $2,000.

Contractual Obligations.  The following table summarizes our contractual obligations at September 30, 2010, and the effects such obligations
are expected to have on liquidity and cash flow in future periods.

Payments Due by Period
Less than More than

Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating lease
obligations(1) $ 114,901 $ 19,235 $ 33,123 $ 22,162 $ 40,381
Purchase obligations(2) 161,801 159,514 1,905 382 �
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Unrecognized tax
benefits(3) 5,011 � 5,011 � �
Total $ 281,713 $ 178,749 $ 40,039 $ 22,544 $ 40,381

(1) Our operating lease obligations consist primarily of building leases for our retail locations, distribution centers, and corporate and
regional offices.  Other long-term liabilities on our condensed consolidated balance sheets include primarily deferred rents, of which the cash
lease payments are included in operating lease obligations in this table.

(2) Our purchase obligations consist largely of open purchase orders.  They also include promotional expenses, service contracts, and
minimum purchase commitments.  Outstanding purchase orders are primarily with our third party manufacturers and are expected to be paid
within one year.  These are outstanding open orders and not minimum purchase obligations.  Our promotional expenditures and service contracts
are due periodically through 2014.  In February 2009, we entered into a contract requiring minimum purchase commitments of sheepskin with a
remaining commitment of approximately $5,500 as of September 30, 2010 that Deckers� affiliates, manufacturers, factories and other agents
(each or collectively, a �Buyer�)
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must make on or before December 31, 2010.  This contract may result in an unconditional purchase obligation if a Buyer does not meet the
minimum purchase requirements.  In the event that a Buyer does not purchase such minimum commitments on or before December 31, 2010,
Deckers is required to purchase any remaining amounts on or before December 31, 2010.  As of September 30, 2010 we believe it is likely that
we will need to purchase most of the remaining $5,500 of sheepskin.  We believe we will use the sheepskin in the ordinary course of business,
and therefore not incur any material losses or have a material effect on our condensed consolidated financial statements. However, we are not
able to reasonably estimate when or if cash payments will occur and have included the remaining amount in this table.

(3) The unrecognized tax benefits are related to uncertain tax positions taken in our income tax return that would impact the effective tax
rate or additional paid-in capital, if recognized.

In addition to the amounts in the table above, we have entered into other off-balance sheet arrangements.  We agreed to make loans to our joint
venture with Stella International, should the need arise. As of September 30, 2010, the estimated remaining loans by Deckers were expected to
be approximately $1,000.  We also have potential future earn-out payments relating to our acquisitions of TSUBO, LLC and Ahnu, Inc. through
2013.  These amounts were excluded from the table above as all conditions for the earn-out payments have not been met.  Additionally, we
entered into or amended agreements with certain of our international distributors to assume control of the distribution rights in those regions. 
Under these agreements, we expect to make total payments to these distributors of approximately $6,100 from October 1, 2010 through 2011. 
The payments include consideration for the purchase of certain assets and services.

We believe that internally generated funds, the available borrowings under our existing Credit Agreement or a new credit agreement, cash and
cash equivalents, and short-term investments will provide sufficient liquidity to enable us to meet our current and foreseeable working capital
requirements.  However, risks and uncertainties that could impact our ability to maintain our cash position include our growth rate, the continued
strength of our brands, our ability to respond to changes in consumer preferences, our ability to collect our receivables in a timely manner, our
ability to effectively manage our inventories, the availability of short-term credit, and market volatility, among others.  See Part II, Item 1A, and
�Risk Factors� for a discussion of additional factors that may affect our working capital position.  Furthermore, we may require additional cash
resources due to changed business conditions or other future developments, including any investments or acquisitions we may decide to pursue. 
If these sources are insufficient to satisfy our cash requirements, we may seek to sell debt securities or additional equity securities or to obtain a
new credit agreement or draw on our existing Credit Agreement.  The sale of convertible debt securities or additional equity securities could
result in additional dilution to our stockholders.  The incurrence of indebtedness would result in incurring debt service obligations and could
result in operating and financial covenants that would restrict our operations.  In addition, there can be no assurance that any additional financing
will be available on acceptable terms, if at all.  Although there are no other material present understandings, commitments or agreements with
respect to the acquisition of any other businesses, we may evaluate acquisitions of other businesses or brands.

Impact of Inflation

We believe that the rates of inflation during the three most recent fiscal years have not had a material impact on our net sales or income from
operations.

Critical Accounting Policies and Estimates
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Revenue Recognition. We recognize revenue when products are shipped and the customer takes title and assumes risk of loss, collection of
relevant receivable is reasonably assured, persuasive evidence of an arrangement exists, and the sales price is fixed or determinable.  Allowances
for estimated returns, discounts, chargebacks, and bad debts are provided for when related revenue is recorded. Amounts billed for shipping and
handling costs are recorded as a component of net sales, while the related costs paid to third-party shipping companies are recorded as a cost of
sales.  We present revenue net of taxes collected from customers and remitted to governmental authorities.

Use of Estimates. The preparation of financial statements in conformity with US generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosures about contingent liabilities
and the reported amounts of net sales and expenses during the reporting period.  Management bases these estimates and assumptions upon
historical experience, existing and known circumstances, authoritative accounting pronouncements and other factors that management believes
to be reasonable.  Management reasonably could use different estimates and assumptions, and changes in estimates and assumptions could occur
from period to period, with the result in each case being a potential material change in the financial statement presentation of our financial
condition or results of operations.  We believe that the estimates and assumptions below are among those most important to an understanding of
our consolidated financial statements contained in this report.
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The following table summarizes data related to the critical accounting estimates for accounts receivable allowances and related reserves, which
are discussed below:

September 30, 2010 December 31, 2009

Amount

% of Gross Trade
Accounts 
Receivable Amount

% of Gross Trade
Accounts 
Receivable

Gross trade accounts
receivable $ 153,041 $ 88,217

Allowance for doubtful
accounts $ 1,648 1.1% $ 2,710 3.1%
Reserve for sales discounts $ 3,362 2.2% $ 2,796 3.2%
Allowance for estimated
chargebacks $ 2,314 1.5% $ 3,049 3.5%

Amount % of Net Sales Amount % of Net Sales
Net sales for the three months ended $ 277,879 $ 347,989

Allowance for estimated returns $ 3,485 1.3% $ 3,235 0.9%
Estimated returns liability $ 1,023 0.4% $ 4,018 1.2%

Allowance for Doubtful Accounts.  We provide a reserve against trade accounts receivable for estimated losses that may result from customers�
inability to pay. We determine the amount of the reserve by analyzing known uncollectible accounts, aged trade accounts receivables, economic
conditions and forecasts, historical experience and the customers� credit-worthiness. Trade accounts receivable that are subsequently determined
to be uncollectible are charged or written off against this reserve. The reserve includes specific reserves for accounts that have been identified as
partially or wholly potentially uncollectible, plus a non-specific reserve for the balance of accounts based on our historical loss experience. 
Reserves have been established for all projected losses of this nature. The decrease in the allowance for doubtful accounts from December 31,
2009 to September 30, 2010 was primarily due to a decrease in one account�s specific reserve, as that customer had filed for bankruptcy, and
subsequently, we recovered the outstanding account balance against which we had previously reserved.  Our use of different estimates and
assumptions could produce different financial results.  For example, a 1.0% change in the rate used to estimate the reserve for the accounts we
consider to have credit risk and are not specifically identified as uncollectible would change the allowance for doubtful accounts at
September 30, 2010 by approximately $1,000.

Reserve for Sales Discounts. A significant portion of our wholesale net sales and resulting trade accounts receivable reflects a discount that the
customers may take, generally based upon meeting certain order, shipment and payment timelines.  We estimate the amount of the discounts that
are available to be taken against the period-end trade accounts receivable, and we record a corresponding reserve for sales discounts.  The
decrease in the reserve as a percentage of trade accounts receivable was primarily due to a lower percentage of total outstanding customer
balances being eligible for terms discounts.  Our use of different estimates and assumptions could produce different financial results. For
example, a 10.0% change in the estimate of the percentage of accounts that will ultimately take their discount would change the reserve for sales
discounts at September 30, 2010 by approximately $300.

Allowance for Estimated Chargebacks. When our domestic wholesale customers pay their invoices, they often take deductions for chargebacks
against their invoices, which are often valid.  Therefore, we record an allowance for the balance of chargebacks that are outstanding in our
accounts receivable balance as of the end of each quarter, along with an estimated reserve for chargebacks that have not yet been taken against
outstanding accounts receivable balances.  This estimate is based on historical trends of the timing of chargebacks taken against invoices.  The
decrease in the allowance was largely attributable to additional resources focused on customer deductions.
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Allowance for Estimated Returns and Estimated Returns Liability. We record an allowance for anticipated future returns of goods shipped
prior to period-end and a liability for anticipated returns of goods sold direct to consumers. In general, we accept returns for damaged or
defective products but discourage returns for other reasons. We also accept returns from our retail and eCommerce customers for a thirty-day
period. We base the amounts of the allowance and liability on any approved customer requests for returns, historical returns experience and any
recent events that could result in a change from historical returns rates, among other factors.  The allowance for estimated returns increased
slightly from December 31, 2009 to September 30, 2010 primarily due to timing of anticipated returns.  The estimated returns liability as of
September 30, 2010 decreased relative to the liability at December 31, 2009 due to the December reserve amount including increased reserves to
account for increased expected holiday returns during the first quarter of 2010.  Our use of different estimates and assumptions could produce
different financial results.  For example, a 1.0% change in the rate used to estimate the percentage of sales expected to ultimately be returned
would change the allowance and liability reserves for returns in total at September 30, 2010 by approximately $1,600.
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Inventory Write-Downs. Inventories are stated at lower of cost or market. We review the various items in inventory on a regular basis for
excess, obsolete, and impaired inventory.  In doing so, we write the inventory down to the lower of cost or estimated future net selling prices.  At
September 30, 2010, inventories were stated at $197,313, net of inventory write-downs of $1,191.  At December 31, 2009, inventories were
stated at $85,356, net of inventory write-downs of $1,846.  The decrease in inventory write-downs at September 30, 2010 compared to
December 31, 2009 was primarily due to sales of previously written-down inventory, primarily in our other brands segment inventories, and a
reduction in prior season inventory.  Our use of different estimates and assumptions could produce different financial results.  For example, a
10.0% change in the estimated selling prices of our potentially obsolete inventory would change the inventory write-down reserve at
September 30, 2010 by approximately $300.

Valuation of Goodwill, Intangible and Other Long-Lived Assets. Annually, or whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable, we assess the impairment of goodwill, intangible and other long-lived assets on a separate
asset basis based on assumptions and judgments regarding the carrying amount of these assets individually. We test goodwill and
nonamortizable intangible assets for impairment on an annual basis as of December 31, except for our Teva trademarks which are tested as of
October 31, based on the fair value of the reporting unit for goodwill and the fair value of the assets for nonamortizable intangibles compared to
their respective carrying value. We consider other long-lived assets to be impaired if we determine that the carrying value may not be fully
recoverable. Among other considerations, we consider the following factors:

• the assets� ability to continue to generate income from operations and positive cash flow in future periods;

• changes in consumer demand or acceptance of the related brand names, products or features associated with the assets;

• increased competition; and

• deterioration of general economic conditions or the retail environment, and customers reducing orders in response to such conditions.

If we determine the assets to be impaired, we recognize an impairment loss equal to the amount by which the carrying value of the assets
exceeds the estimated fair value of the assets.  In addition, as it relates to long-lived assets, we base the useful lives and related amortization or
depreciation expense on the estimate of the period that the assets will generate sales or otherwise be used by us.  Our use of different estimates
(including estimated royalty rates, discount rates, market multiples, and future revenues, among others) and assumptions could produce different
financial results.

As of June 30, 2009, our inability to reach our 2009 TSUBO brand period to date sales targets along with a reduced long-term forecast for
TSUBO brand sales growth were indicators that the TSUBO intangible assets were possibly impaired. As a result, we conducted an interim
impairment evaluation of the TSUBO intangible assets as of June 30, 2009 and concluded that the fair value of the TSUBO trademarks was
lower than the carrying amount. Therefore, we recognized an impairment loss of $1,000 in the second quarter of 2009 on the TSUBO
trademarks. In addition, we began amortizing the remaining balance of the TSUBO trademarks over 10 years.

Stock Compensation Expense. Stock compensation transactions with employees are accounted for using the fair value method and expensed
ratably over the vesting period of the award.  Stock compensation expense is based on the fair values of all share-based awards as of the grant
date. Determining the expense of share-based awards at the grant date requires judgment, including estimating the percentage of awards that will
be forfeited, probabilities of meeting criteria for performance-based awards, stock volatility, the expected life of the award, and other inputs.  If
actual forfeitures differ significantly from the estimates, stock compensation expense and our results of operations could be materially impacted.
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Item 3.   Quantitative and Qualitative Disclosures About Market Risk

Derivative Instruments. We currently do not utilize a significant amount of forward contracts or other derivative instruments to mitigate
exposure to fluctuations in the foreign currency exchange rate, as we expect the majority of our purchases and sales for the short term to be
denominated in US currency.  As our international operations grow and we increase purchases and sales in foreign currencies, we will evaluate
and utilize more derivative instruments, as needed, to hedge our foreign currency exposures.  We do not use foreign currency contracts for
trading purposes.

Although the majority of our sales and inventory purchases are denominated in US currency, our sales and inventory purchases may be impacted
by fluctuations in the exchange rates between the US dollar and the local currencies in the international markets where our products are sold and
manufactured.  Approximately $40,000, or 7.0%, of our total net sales during the nine months ended September 30, 2010 were denominated in
foreign currencies.  As we begin to hold more cash in foreign currencies, we are exposed to financial statement gains and losses as a result of
translating the operating results and financial positions held in foreign currencies into US dollars.  We translate monetary assets and liabilities
denominated in foreign currencies into US dollars using the exchange rate as of the end of the reporting period.  Changes in foreign exchange
rates affect our reported profits and can distort comparisons
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from year to year.  In addition, if the US dollar strengthens, it may result in increased pricing pressure on our foreign distributors, which may
have a negative impact on our net sales and gross margins.  We are unable to estimate the amount of any impact on sales and gross margins
attributed to pricing pressures caused by fluctuations in exchange rates.

Interest Rate Risk.  Our market risk exposure with respect to financial instruments is tied to changes in the prime rate in the US and changes in
LIBOR.  Our credit agreement provides for interest on outstanding borrowings at rates tied to the prime rate or, at our election, tied to LIBOR. 
At September 30, 2010, we had no outstanding borrowings under the credit agreement.  A 1.0% increase in interest rates on our current
borrowings would have no impact on income before income taxes.

Foreign Currency Exchange Rate Risk.  We face market risk to the extent that changes in foreign currency exchange rates affect our foreign
assets, liabilities, revenues and expenses. We manage these risks by attempting to denominate contractual and other foreign arrangements in US
dollars and by maintaining a significant percentage of our liabilities in US dollars.  We hedge certain foreign currency forecasted transactions
and exposures from existing assets and liabilities, compared to the year ended December 31, 2009 when we did not hedge foreign currency
exchange rate risk.  Other than an increasing amount of sales, expenses, and financial positions denominated in foreign currencies, as discussed
above, we do not believe that there has been a material change in the nature of our primary market risk exposures, including the categories of
market risk to which we are exposed and the particular markets that present the primary risk of loss.  As of the date of this Quarterly Report on
Form 10-Q, we do not know of or expect there to be any material change in the general nature of our primary market risk exposure in the near
term.

Commodity Price Risk. We purchase certain materials that are affected by commodity prices and are, therefore, subject to price volatility caused
by weather, global economic conditions, and other factors which are not considered predictable or within our control.  Although these materials
are subject to changes in commodity prices, we use purchasing contracts or pricing arrangements to reduce the impact of price volatility as an
alternative to hedging commodity prices.  The purchasing contracts and pricing arrangements we use may result in unconditional purchase
obligations, which are not reflected in our condensed consolidated balance sheets.  In the event of significant commodity cost increases, we may
not be able to adjust our selling prices sufficiently to mitigate the impact on our margins.

Item 4.   Controls and Procedures

Disclosure Controls and Procedures

The Company maintains a system of disclosure controls and procedures which are designed to provide reasonable assurance that information
required to be disclosed in the reports that the Company files or submits under the Securities Exchange Act of 1934, as amended, or the
Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission�s
rules and forms.  These disclosure controls and procedures include, among other processes, controls and procedures designed to ensure that
information required to be disclosed in the reports that the Company files or submits under the Exchange Act is accumulated and communicated
to management, including the principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding
required disclosure.
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The Company carried out an evaluation, under the supervision and with the participation of management, including the principal executive
officer and the principal financial officer of the effectiveness of the design and operation of our disclosure controls and procedures as of
September 30, 2010 pursuant to Exchange Act Rule 13a-15.  Based upon that evaluation, the principal executive officer and the principal
financial officer concluded that the Company�s disclosure controls and procedures, as defined in Exchange Act Rule 13a-15(e) and 15d-15(e),
were effective as of the end of the period covered by this report.

Changes in Internal Control Over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the quarter ended September 30, 2010 that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Part II.  OTHER INFORMATION

Item 1.     Legal Proceedings

We are involved in routine litigation arising in the ordinary course of business, including pending disputes in the US Patent and Trademark
Office, foreign trademark offices and US federal and foreign courts regarding unauthorized use or registration of our brand trademarks.
Management does not believe that the disposition of these matters will have a material adverse effect on our financial condition or results of
operations. We also are aware of instances throughout the world in which a third party is using our UGG trademarks within its internet domain
name, and we have discovered and are investigating several manufacturers and distributors of counterfeit Teva and UGG products.
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Item 1A.  Risk Factors

There have been no material changes from the risk factors disclosed in the �Risk Factors� section of our Annual Report on Form 10-K for the
fiscal year ended December 31, 2009, filed on March 1, 2010, except as follows:

Because we depend on independent manufacturers, we face challenges in maintaining a continuous supply of finished goods that meet our
quality standards.

Substantially all of our production is performed by a limited number of independent manufacturers in China. We depend on these manufacturers�
ability to finance the production of goods ordered and to maintain manufacturing capacity, and store completed goods pending shipment in a
safe and sound location. We do not exert direct control over either the independent manufacturers or their materials suppliers, so we may be
unable to obtain timely and continuous delivery of acceptable products.  In addition, while we do have long standing relationships with most of
our factories, we currently do not have long-term contracts with these independent manufacturers, and any of them may unilaterally terminate
their relationship with us at any time or seek to increase the prices they charge us.  As a result, we are not assured of an uninterrupted supply of
acceptable quality and competitively priced products from our independent manufacturers.  If there is an interruption, we may not be able to
substitute suitable alternative manufacturers to provide products or services of a comparable quality at an acceptable price or on a timely basis. 
If a change in our independent manufacturers becomes necessary, we would likely experience increased costs as well as substantial disruption of
our business, which could result in a loss of sales and earnings.

Interruptions in supply can also result from natural disasters and other adverse events that would impair our manufacturers� operations.  We keep
proprietary materials involved in the production process, such as shoe molds, knives, and raw materials, under the custody of our independent
manufacturers.  If these independent manufacturers were to experience loss or damage to our proprietary materials involved in the production
process, we cannot be assured that such independent manufacturers would have adequate insurance to cover such loss or damage and, in any
event, the replacement of such materials would likely result in significant delays in the production of our products and could result in a loss of
sales and earnings.

Failure to adequately protect our trademarks, patents and other intellectual property rights or deter counterfeiting could diminish the value
of our brands and reduce sales.

We believe that our trademarks and other intellectual property rights are of value and are integral to our success and our competitive position. 
Some countries� laws do not protect intellectual property rights to the same extent as do US laws.  From time to time, we discover counterfeit
products in the marketplace that infringe upon our intellectual property rights.  If we are unsuccessful in challenging a third party�s products on
the basis of patent, trademark and trade dress rights, particularly in some foreign countries, this could adversely affect our continued sales,
financial condition and results of operation.  If our brands are associated with infringers� or competitors� inferior products, this could also
adversely affect the integrity of our brands.  Furthermore, our efforts to enforce our intellectual property rights are typically met with defenses
and counterclaims attacking the validity and enforceability of our intellectual property rights.

Similarly, from time to time we may need to defend against claims that the word �ugg� is a generic term and that �UGG Australia� should not be
registered as a trademark.  Such a claim was successful in Australia, but such claims have been rejected by courts in the United States and in the
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Netherlands.  Any decision or settlement in any of these matters that prevents trademark protection of the �UGG Australia� brand in our major
markets, or that allows a third party to continue to use our brand trademarks in connection with the sale of products similar to our products, or to
continue to manufacture or distribute counterfeit products could result in intensified commercial competition and could have a material adverse
effect on our results of operations and financial condition.  Unplanned increases in legal fees and other costs associated with the defense of our
intellectual property or rebranding could result in higher operating expenses and lower earnings.

The currency exchange rate between US dollars and the Chinese Renminbi (RMB) could adversely affect our financial condition.

To the extent we need to convert US dollars into RMB for our operational needs, our financial position and the price of our common stock may
be adversely affected should the RMB appreciate against the US dollar.  Conversely, if we decide to convert our RMB into US dollars for
operational needs, the dollar equivalent of earnings from our subsidiaries in China would be reduced should the US dollar appreciate against the
RMB.

In 2005, the People�s Republic of China revalued its currency and abandoned its peg to the US dollar. Under this policy, which was halted in
2008 due to the worldwide financial crisis, the RMB was permitted to fluctuate within a narrow and managed band against a basket of certain
foreign currencies.  In June 2010, the Chinese government announced its intention to again allow the RMB to fluctuate within the 2005
parameters.  It is possible that the Chinese government could adopt an even more flexible currency policy,
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which could result in further and more significant appreciation of the RMB against the US dollar.  We currently source substantially all
production from China.  While our purchases from the Chinese factories are currently denominated in US dollars, certain operating and
manufacturing costs of the factories are denominated in the Chinese currency. As a result, further revaluations in the Chinese currency versus the
US dollar could impact our purchase prices from the factories in the event that they adjust their selling prices accordingly. Any increase in our
footwear purchase costs will reduce our gross margin unless we are able to raise our selling prices to our customers in order to compensate for
the increased costs.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

The Company has a stock repurchase program, announced in June 2009, which authorizes management to repurchase up to $50,000
of the Company�s common stock in the open market or in privately negotiated transactions, subject to market conditions, applicable
legal requirements and other factors. The program has no expiration date and does not obligate the Company to acquire any
particular amount of common stock and the program may be suspended at any time at the Company�s discretion. The purchases will
be funded from available working capital. Activity under the program for the three month period ended September 30, 2010, was as
follows:

Period

Total number of shares
 purchased (1)(2)
(in thousands)

Average price 
paid per 
share (2)

Approximate dollar
 value of shares that 

may yet be
 purchased

(in thousands)
June 30, 2010 $ 27,400
July 1-July 31 � $ � $ 27,400
August 1-August 31 160 $ 43.88 $ 20,400
September 1-September 30 10 $ 44.56 $ 20,000
Total 170

(1) All shares purchased were purchased as part of a publicly announced program in open-market transactions.

(2) Prior to the stock split, the Company repurchased shares on the open market that were subsequently retired; the repurchased shares and
repurchase price were not affected by the stock split.

Item 3. Defaults upon Senior Securities

Not applicable

Item 4. (Removed and Reserved)

Item 5. Other Information

Not applicable

Item 6. Exhibits
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EXHIBIT INDEX

Exhibit 
Number Description of Exhibit
3.1 Amended and Restated Certificate of Incorporation of Deckers Outdoor Corporation as amended through May 27, 2010

(Exhibit 3.1 to the Registrant�s Form 10-Q for the quarterly period ended June 30, 2010 and incorporated by reference herein).
3.2 Restated Bylaws of Deckers Outdoor Corporation, as amended by the Board of Directors through March 11, 2009 (Exhibit 3.2 to

the Registrant�s Form 10-Q for the quarterly period ended March 31, 2009 and incorporated by reference herein).
31.1* Certification of Principal Executive Officer, Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, Adopted

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2* Certification of Principal Financial Officer, Pursuant to Rule 13a-14(a) of the Securities Exchange Act of 1934, Adopted

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32* Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101** The following materials from the Company�s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2010,

formatted in XBRL (eXtensible Business Reporting Language); (i) Condensed Consolidated Balance Sheets as of September 30,
2010 and December 31, 2009; (ii) Condensed Consolidated Statements of Income for the three and nine months ended
September 30, 2010 and September 30, 2009; (iii) Condensed Consolidated Statements of Cash Flows for the nine months ended
September 30, 2010 and September 30, 2009, and (iv) Notes to Condensed Consolidated Financial Statements, tagged as blocks
of text.

* Filed herewith.

**  Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or part of registration
statement prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for purposes of
Section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise are not subject to liability under those sections.
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Deckers Outdoor Corporation

Date: November 9, 2010 /s/ Thomas A. George
Thomas A. George
Chief Financial Officer

(Duly Authorized Officer on Behalf of the Registrant and
Principal Financial and Accounting Officer)
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