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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements
FOOT LOCKER, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions, except shares)
August Fel
4, July 29,
2007 2006 p
(Unaudited
0
See
(Unaudited) note 1)
ASSETS
Current assets
Cash and cash equivalents $ 204 $ 185 $
Short-term investments 159 133
Total cash, cash equivalents and short-term investments 363 318
Merchandise inventories 1,452 1,476
Other current assets 290 191
2,105 1,985
Property and equipment, net 648 667
Deferred taxes 134 214
Goodwill 265 264
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Intangible and other assets 188 206
$ 3,340 $ 3,336 $
LIABILITIES AND SHAREHOLDERS[] EQUITY

Current liabilities

Accounts payable $ 368 $ 441 $
Accrued expenses and other current liabilities 254 237
Current portion of long-term debt and obligations under capital leases 14 22
636 700
Long-term debt and obligations under capital leases 216 249
Other liabilities 245 307

1,097 1,256
Shareholders[] equity
Common stock and paid-in capital: 158,872,043, 157,682,405, and 157,810,352 shares,

respectively 669 645
Retained earnings 1,746 1,640
Accumulated other comprehensive loss (73) (158)
Less: Treasury stock at cost: 4,522,437, 2,105,662, and 2,107,682 shares, respectively (99) 47)

Total shareholders[] equity 2,243 2,080

$ 3,340 $ 3,336 $

See Accompanying Notes to Condensed Consolidated Financial Statements.

* The balance sheet at February 3, 2007 has been derived from the audited financial statements at that date, but

does not include all of the information and footnotes required by U.S. generally accepted accounting principles

for complete financial statements. For further information, refer to the consolidated financial statements and

footnotes thereto included in the Company(]s Annual Report on Form 10-K for the year ended February 3, 2007.
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FOOT I.OCKER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(in millions, except per share amounts)

Thirteen weeks Twenty-six weeks
ended ended
August July August July
4, 29, 4, 29,

2007 2006 2007 2006

Sales $ 1283 $1,303 $2,599 $2,668
Costs and Expenses

Cost of sales 981 942 1,937 1,888
Selling, general and administrative expenses 286 273 576 556
Depreciation and amortization 44 44 87 87
Impairment charge 0 17 0 17
Interest expense, net 0 1 0 2
Other expense 1 1 1 1

1,312 1,278 2,601 2,551

(Loss) income before income taxes and cumulative effect of accounting
change (29) 25 (2) 117
Income tax (benefit) expense (11) 11 (1) 45
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(Loss) income before cumulative effect of accounting change

Cumulative effect of accounting change, net of income tax of $-
Net (loss) income

Basic (loss) earnings per share:
(Loss) income before cumulative effect of accounting change

Cumulative effect of accounting change
Net (loss) income
Weighted-average common shares outstanding

Diluted (loss) earnings per share:
(Loss) income before cumulative effect of accounting change

Cumulative effect of accounting change
Net (loss) income
Weighted-average common shares assuming dilution

(18) 14

a a

$ (18 s 14
$ (0.12) $ 0.09
a a

$ (0.12) $ 0.09
154.0 154.9

$ (0.12) $ 0.09
a g

$ (0.12) $ 0.09
154.0 156.7

See Accompanying Notes to Condensed Consolidated Financial Statements.

Page 4 of 27

(D 72

0 1

$ (1) s 73
$ (0.01) $ 0.46
0 0.01

$ (0.01) $ 0.47
154.4 154.2
$ (0.01) $ 0.46
O 0.01

$ (0.01) $ 0.47
154.4 156.7

FOOT I.OCKER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (1.0SS) INCOME

(Unaudited)
(in millions)

Net (loss) income

Other comprehensive income (expense), net of tax

Foreign currency translation adjustments arising during the period
Pension and postretirement plan adjustments

Comprehensive (loss) income

Thirteen weeks

Twenty-six weeks

ended ended
August August July
4, July 29, 4, 29,
2007 2006 2007 2006
$ (18) $ 14 $ 1 $ 73
5 8 25 13
0 0 1
$ (13) $ 22 $ 25 $ 86

See Accompanying Notes to Condensed Consolidated Financial Statements.
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FOOT I.OCKER, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FL.OWS

(Unaudited)
(in millions)

From Operating Activities:

Twenty-six weel

ended
August
4, July 2
2007 2001
(Sec
note
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Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by (used in) operating activities:

Impairment charge
Cumulative effect of accounting change, net of tax
Depreciation and amortization
Deferred income taxes
Share-based compensation expense

Change in assets and liabilities:
Merchandise inventories
Accounts payable and other accruals
Pension contributions
Other, net

Net cash provided by (used in) operating activities

From Investing Activities:

Purchases of short-term investments

Sales of short-term investments

Capital expenditures

Net cash provided by investing activities
From Financing Activities:

Reduction in long-term debt

Issuance of common stock, net

Purchase of treasury stock

Excess tax benefit from stock based compensation

Dividends paid

Net cash used in financing activities
Effect of exchange rate fluctuations on Cash and Cash Equivalents
Net change in Cash and Cash Equivalents
Cash and Cash Equivalents at beginning of year
Cash and Cash Equivalents at end of interim period
Cash paid during the period:

Interest

Income taxes

See Accompanying Notes to Condensed Consolidated Financial Statements.
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(1)

87
(19)

(132)
98
15

53

(929)

1,019
(83)
(2)

(50)

(39)
(82)

(17)

221
204

22

FOOT I.OCKER, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies

Basis of Presentation. The accompanying unaudited condensed consolidated financial statements should be
read in conjunction with the Notes to Consolidated Financial Statements contained in the Company[]s Form 10-K

$
(
(2
(
(
(1
(1,0
1,1
(
(
(
(
(1
2
$ 1
$
$ 1

for the year ended February 3, 2007, as filed with the Securities and Exchange Commission (the [[SEC[]) on April 2,

2007. Certain items included in these statements are based on management[]s estimates. In the opinion of
management, all material adjustments, which are of a normal recurring nature, necessary for a fair presentation

of the results for the interim periods have been included.
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The year-end reporting period for the Company is the Saturday closest to the last day in January. Fiscal year
2007 will comprise 52 weeks, ending on February 2, 2008. Fiscal year 2006 was comprised of 53 weeks and
ended on February 3, 2007. The fiscal interim periods ended August 4, 2007 and July 29, 2006 were comprised of
26 weeks. The results for the twenty-six and thirteen weeks ended August 4, 2007 are not necessarily indicative
of the results expected for the year.

In July 2006, the Financial Accounting Standards Board ("FASB") issued FASB Interpretation No. 48,
"Accounting for Uncertainty in Income Taxes" ("FIN 48"). Interpretation No. 48 clarifies the accounting for
uncertainty in income taxes recognized in an enterprise's financial statements in accordance with Statement of
Financial Accounting Standards No. 109, "Accounting for Income Taxes." FIN 48 prescribes a recognition
threshold and measurement standard for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. FIN 48 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, disclosure and transition.

In 2006, in accordance with SAB 108, the Company adjusted its opening retained earnings to correct for prior
misstatements. Accordingly, the Company has reflected these adjustments in its July 29, 2006 Condensed
Consolidated Balance Sheet and Condensed Consolidated Statements of Cash Flows.

2. Income Taxes

The Company adopted the provisions of FIN 48 effective February 4, 2007. Upon the adoption of FIN 48, the
Company recognized a $1 million increase to retained earnings to reflect the change to its liability for
unrecognized income tax benefits as required. At February 4, 2007, the total amount of gross unrecognized tax
benefits was $33 million. The Company recognizes interest and penalties related to unrecognized tax benefits in
income tax expense. The amount recognized for the thirteen and twenty-six weeks ended August 4, 2007 was not
significant. The liability for unrecognized tax benefits at February 4, 2007 included $4 million of interest and no
penalties.

The Company is subject to taxation in the U.S. and various state, local, and foreign jurisdictions. The
Company(]s U.S. Federal income tax filings have been examined by the Internal Revenue Service (the [JIRS[]) through
2005. The Company is participating in the IRS[Js Compliance Assurance Process (JCAP[]) for 2006, which is expected
to conclude during 2007. The Company has started the CAP for 2007. Due to the recent utilization of net
operating loss carryforwards, the Company is subject to state and local tax examinations effectively including
years from 1993 to the present. The Company is currently under examination in the Netherlands for tax years
2002-2005. To date, no adjustments have been proposed in any audits that will have a material effect on the
Company[]s financial position or results of operations.

The Company does not anticipate that any adjustments to unrecognized benefits due to settlement of audits
and expiration of statute of limitations will materially affect the financial position or operations prior to August 2,
2008. However, actual results could differ from those currently anticipated.

3. Goodwill and Intangible Assets

The Company accounts for goodwill and other intangibles in accordance with SFAS No. 142, [JGoodwill and
Other Intangible Assets,[] which requires that goodwill and intangible assets with indefinite lives be reviewed for
impairment if impairment indicators arise and, at a minimum, annually. During the first quarters of 2007 and
2006, the Company completed its annual reviews of goodwill, which did not result in an impairment charge.

August 4, July 29, February 3,

Goodwill (in millions) 2007 2006 2007
Athletic Stores $ 185 $ 184 $ 184
Direct-to-Customers 80 80 80
$ 265 $ 264 $ 264
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The effect of foreign exchange fluctuations on goodwill for the twenty-six weeks ended August 4, 2007 was $1
million resulting from the strengthening of the euro as compared with the U.S. dollar.
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August 4, 2007 July 29, 2006
Gross Accum. Net Gross Accum. Net

(in millions) value amort. value value amort. value
Indefinite life intangible

assets $ 3 $ 0s$ 3 % 4 $ 0$
Finite life intangible assets
Lease acquisition costs $ 185 $ (110) $ 75 $ 173 $ (88) $
Trademark 21 (3) 18 21 (2)
Loyalty program 1 (1) il 1 (1)
Favorable leases 10 (6) 4 9 (5)
Total finite life intangible

assets $ 217 $ (120) $ 97 $ 204 $ 96) $ 1
Total intangible assets $ 220 $ (120) $ 100 $ 208 $ 96) $ 1

Intangible assets not subject to amortization at August 4, 2007, July 29, 2006, and February 3, 2007 include a
$3 million trademark related to the 11 stores acquired in the Republic of Ireland. The additional intangible asset
of $1 million at July 29, 2006 was eliminated with the adoption of SFAS No. 158 in 2006.

Lease acquisition costs represent amounts that are required to secure prime lease locations and other lease
rights, primarily in Europe. Included in finite life intangibles is the trademark for the Footaction name, amounts
paid for leased locations with rents below their fair value for the acquisitions of both the Footaction stores and
the stores in the Republic of Ireland and amounts paid to obtain names of members of the Footaction loyalty
program.

The weighted-average amortization period as of August 4, 2007 was approximately 12.3 years. Amortization
expense was $4 million for both the thirteen week periods ended August 4, 2007 and July 29, 2006. Amortization
expense was $9 million for both the twenty-six week periods ended August 4, 2007 and July 29, 2006.
Additionally, for the twenty-six weeks ended August 4, 2007, net intangible activity includes additional lease
acquisition costs of $1 million, as well as the strengthening of the euro as compared with the U.S. dollar of $3
million. Annual estimated amortization expense is expected to be approximately $10 million for the remainder of
2007, $18 million for 2008, $15 million for 2009, $14 million for 2010, and $11 million for 2011.

4. Long-Term Debt

In the second quarter of 2007, the Company repaid $2 million of its 5-year $175 million term loan in advance
of its original due date of May 2008. The balance remaining at August 4, 2007 is $88 million.

5. Derivative Financial Instruments
Derivative Holdings Designated as Hedges

Net changes in the fair value of foreign exchange derivative financial instruments designated as cash flow
hedges, and income/losses recognized in the income statement related to settled contracts, were not significant
for the twenty-six weeks ended August 4, 2007 and July 29, 2006.

The Company has numerous investments in foreign subsidiaries, and the net assets of those subsidiaries are
exposed to foreign currency exchange-rate volatility. The Company has entered into two net investment hedges
for its European and Canadian subsidiaries. Gains and losses in the net investments in the Company(]s subsidiaries

7

85
19

08 $
12 $



Edgar Filing: FOOT LOCKER INC - Form 10-Q

due to foreign exchange volatilities will be partially offset by losses and gains related to these transactions. The
gains and losses will be recorded within the foreign currency translation adjustment included in accumulated
other comprehensive loss on the Condensed Consolidated Balance Sheet. The amount recorded within the foreign
currency translation adjustment (net of tax) related to these net investment hedges during the thirteen weeks
ended August 4, 2007 and July 29, 2006, was a reduction of $1 million and $2 million, respectively, and $11
million and $4 million for the twenty-six weeks ended August 4, 2007 and July 29, 2006, respectively.

Derivative Holdings Designated as Non-Hedges

The Company had foreign currency option contracts with a total USD equivalent notional amount of $48
million outstanding at the end the second quarter 2007 to mitigate the effect of fluctuating foreign exchange
rates on the reporting of a portion of its expected 2007 foreign currency denominated earnings. Changes in the
fair value of these foreign currency option contracts, which are designated as non-hedges, are recorded in
earnings immediately. The premiums paid and changes in the fair market value were $1 million for the thirteen
and twenty-six weeks ended August 4, 2007 and July 29, 2006, respectively.

In addition, the Company entered into forward foreign exchange contracts to hedge foreign-currency
denominated merchandise purchases and intercompany transactions. At August 4, 2007, the USD equivalent
notional amount for outstanding forward foreign exchange contracts totaled $39 million. Net changes in the fair
value of foreign exchange derivative financial instruments designated as non-hedges were substantially offset by
the changes in value of the underlying transactions, which were recorded in selling, general and administrative
expenses in the current period.
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During the first six months of 2007, the Company entered into a series of monthly diesel fuel forward
contracts to mitigate a portion of the Company[Js freight expense due to the variability caused by fuel surcharges
charged by our third-party freight carriers. The notional values of these contracts were approximately $1 million
and extend through November 2007. Changes in the fair value of these contracts are recorded in earnings
immediately. The effect was not significant for the thirteen and twenty-six weeks ended August 4, 2007.

Interest Rate Management

The Company has employed various interest rate swaps to minimize its exposure to interest rate fluctuations.
These swaps, which mature in 2022, have been designated as a fair value hedge of the changes in fair value of
$100 million of the Company[]s 8.50 percent debentures payable in 2022 attributable to changes in interest rates.
These swaps effectively convert the interest rate on the debentures from 8.50 percent to a 1-month variable rate
of LIBOR plus 3.45 percent which totaled 8.78 percent and 8.82 percent at August 4, 2007 and July 29, 2006,
respectively.

Fair Value

The fair value of derivative holdings and interest rate swaps recorded in the Company[]Js Condensed
Consolidated Balance Sheets are as follows:

August July February
4, 29, 3,
(in millions) 2007 2006 2007
Current assets $ 0 $ 1 $ 1
Current liabilities 1 1
Non-current liabilities 23 11 12

6. Accumulated Other Comprehensive L.oss

Accumulated other comprehensive loss comprised the following:



Edgar Filing: FOOT LOCKER INC - Form 10-Q

August July February
4, 29, 3,
(in millions) 2007 2006 2007
Foreign currency translation adjustments $ 62 $ 23 $ 37
Minimum pension liability adjustment 0 (181) 0
Unrecognized pension cost and postretirement benefit (135) d (133)

$ (73) $ (158) $ (96)

In 2006, the Company adopted SFAS No. 158, JEmployers[] Accounting for Defined Benefit Pension and Other
Postretirement Plans [] An Amendment of FASB Statements No. 87, 88, 106, and 132(R).[] The additional minimum
pension liability amount, as well as the related intangible asset, was derecognized upon the adoption of SFAS No.
158. As part of the adoption of this standard, the Company recorded the unrecognized prior service costs and net
actuarial gains/losses within shareholders[] equity. The activity within accumulated other comprehensive loss in
the second quarter of 2007 represents the amortization of prior service costs and net actuarial gains and losses
through net periodic benefit cost, as well as changes related to foreign currency fluctuations.

7. Earnings Per Share

Basic earnings per share is computed using the weighted-average number of common shares outstanding for
the period. Diluted earnings per share uses the weighted-average number of common shares outstanding during
the period plus dilutive common stock equivalents, such as stock options and awards. The computation of
earnings per share is as follows:

Twenty-six weeks

Thirteen weeks ended ended
August August
4, July 29, 4, July 29,

(in millions) 2007 2006 2007 2006
Net (loss) income $ (18 $ 14 $ (1) $ 73
Weighted-average common shares outstanding 154.0 154.9 154.4 154.2
Effect of Dilution:
Stock options and awards 0 1.8 0 2.5
Weighted-average common shares assuming dilution 154.0 156.7 154.4 156.7

Options and awards of 1.8 million were excluded from the calculation of diluted earnings per share as the
effect would be antidilutive, due to a loss reported for both the thirteen and twenty-six weeks ended August 4,
2007. Additionally, options to purchase 3.5 million and 2.9 million shares of common stock were not included in
the computation for the thirteen weeks ended August 4, 2007 and July 29, 2006, respectively. Options to
purchase 3.3 million and 2.8 million shares of common stock were not included in the computation for the
twenty-six weeks ended August 4, 2007 and July 29, 2006, respectively. These options were not included because
the exercise prices of the options were greater than the average market price of the common shares and,
therefore, the effect would be antidilutive.
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8. Segment Information

The Company has determined that its reportable segments are those that are based on its method of internal
reporting. As of August 4, 2007, the Company has three reportable segments, Athletic Stores,
Direct-to-Customers and Family Footwear. Subsequent to the close of the second quarter, the Company
converted the Footquarters stores, which were the only stores reported under the Family Footwear segment, to
Foot Locker and Champs Sports outlet stores.
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Sales and division results for the Company(]s reportable segments for the thirteen and twenty-six weeks ended
August 4, 2007 and July 29, 2006 are presented below. Division profit reflects income (loss) before income taxes,
corporate expense, non-operating income and net interest expense.

Sales
Twenty-six weeks
Thirteen weeks ended ended
August August
4, July 29, 4, July 29,

(in millions) 2007 2006 2007 2006
Athletic Stores $ 1,209 $ 1,228 $ 2,435 $ 2,501
Direct-to-Customers 72 75 162 167
Family Footwear 2 0 2 0
Total sales $ 1,283 $ 1,303 $ 2,599 $ 2,668

Operating Results

Twenty-six weeks

Thirteen weeks ended ended
August August
4, July 29, 4, July 29,
(in millions) 2007 2006 2007 2006
Athletic Stores (1) $  (13) 35 $ 21 $ 134
Direct-to-Customers 6 7 17 19
Family Footwear (4) 0 (6) 0
Division (loss) profit (11) 42 32 153
Restructuring charge (2) 0 1 0 1
Corporate expense, net 17 14 33 32
Operating (loss) profit (28) 27 1) 120
Other expense (income) (3) 1 1 1 1
Interest expense, net 0 1 0 2
(Loss) income before income taxes and cumulative effect of
accounting change $ (29) $ 25 $ (2) $ 117
@ The thirteen and twenty-six weeks ended July 29, 2006 includes a $17 million

non-cash impairment charge related to the Company[]s European operations.

@ During the second quarter of 2006, the Company recorded a restructuring
charge of $1 million, which represents a revision to the original estimate of
the lease liability associated with the guarantee of The San Francisco Music
Box Company distribution center. This charge is included in selling, general
and administrative expenses in the Condensed Consolidated Statements of
Operations.

(€) Other expense for the thirteen and twenty-six week periods represents
premiums paid on foreign currency option contracts and changes in the fair
value of these contracts.
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9. Pension and Postretirement Plans

The Company has defined benefit pension plans covering most of its North American employees, which are
funded in accordance with the provisions of the laws where the plans are in effect. In addition to providing
pension benefits, the Company sponsors postretirement medical and life insurance plans, which are available to
most of its retired U.S. employees. These medical and life insurance plans are contributory and are not funded.

The following are the components of net periodic pension benefit cost and net period postretirement benefit
income:

10
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Pension Benefits Postretirement Benefits
Thirteen Twenty-six Twenty-six
weeks weeks Thirteen weeks weeks

ended ended ended ended

August July  August July August July August July

4, 29, 4, 29, 4, 29, 4, 29,
2007 2006 2007 2006 2007 2006 2007 2006

Service cost $ 2 $ 3 $ 5 $ 5 $ 0 $ 0 $ 0 $ 0
Interest cost 9 9 18 18 0 0 0 0
Expected return on plan assets (14) (14) (28) (28) 0 0 0 0
Amortization of unrecognized prior

service cost 0 0 0 0 0 0 0 0
Amortization of net loss (gain) 3 3 6 6 (2) (2) 4 (5)
Net benefit cost (income) $ o $ 1 $ 1 3 1 $ 2 $ 2 $ @ $ (5

In February 2007, the Company and its U.S. pension plan, the Foot Locker Retirement Plan, were named as
defendants in a class action in federal court in New York. The Complaint alleged that the Company[]s pension plan
violated the Employee Retirement Income Security Act of 1974, including, without limitation, its age
discrimination and notice provisions, as a result of the Company[]s conversion of its defined benefit plan to a
defined benefit pension plan with a cash balance feature in 1996. The Company plans to defend the action
vigorously.

10. Stock-Based Compensation

On May 30, 2007, the Company[]s shareholders approved the Company[]s 2007 Stock Incentive Plan (the [J2007
Stock Plan[]). Upon approval of the 2007 Stock Plan, the Company stated it would no longer make stock awards
under the 2003 Stock Option and Award Plan, the 1998 Stock Option and Award Plan, and the 2002 Foot Lockers
Directors[] Stock Plan, although awards previously made under those plans and outstanding on May 30, 2007
continue in effect governed by the provisions of those plans.

Under the 2007 Stock Plan, stock options, restricted stock, stock appreciation rights (SARs), or other
stock-based awards may be granted to officers and other employees of the Company, including our subsidiaries
and operating divisions worldwide. Nonemployee directors are also eligible to receive awards under this plan.
Options for employees become exercisable in substantially equal annual installments over a three-year period,
beginning with the first anniversary of the date of grant of the option, unless a shorter or longer duration is
established at the time of the option grant. Options for nonemployee directors become exercisable one year from
the date of grant. The maximum number of shares of stock reserved for all awards under the 2007 Stock Plan is
6,000,000. The number of shares reserved for issuance as restricted stock and other stock-based awards cannot
exceed 1,500,000 shares. The options terminate up to ten years from the date of grant.

The Company accounts for its share[Jbased compensation in accordance with SFAS No. 123(R), JShare[]Based
Payment.[] The Company uses a Black-Scholes option-pricing model to estimate the fair value of share-based
awards under SFAS No. 123(R). The Black-Scholes option-pricing model incorporates various and highly
subjective assumptions, including expected term and expected volatility.

The following table shows the Company[]s assumptions used to compute the stock-based compensation expense
for twenty-six weeks ended August 4, 2007 and July 29, 2006, respectively.

Stock Option Plans Stock Purchase Plan
Twenty-six weeks ended Twenty-six weeks ended
August July 29, August July 29,
4, 2007 2006 4, 2007 2006

11
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Weighted-average risk free rate of interest 4.50% 4.68% 5.00% 3.82%
Expected volatility 28% 30% 22% 23%
Weighted-average expected award life 4.17years 3.96 years 1.0 year 1.0 year
Dividend yield 2.2% 1.5% 1.7% 1.3%
Weighted-average fair value $ 5.51 $ 6.32 $ 5.76 $ 4.91
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The information set forth in the following table covers options granted under the Company(]s stock option plans:

Weighted- Weighted-

Average Average

Exercise

(in thousands, except price per share) Shares Term Price
Options outstanding at the beginning of the year 6,048 $19.15
Granted 713 23.14
Exercised (359) 16.85
Expired or canceled (155) 24.34
Options outstanding at August 4, 2007 6,247 5.8 19.61
Options exercisable at August 4, 2007 4,740 4.8 18.16

Options available for future grant at August 4, 2007 5,880

The total intrinsic value of options exercised during the thirteen weeks ended August 4, 2007 was not
significant and was $2 million for the thirteen weeks ended July 29, 2006. The total intrinsic value of options
exercised during the twenty-six weeks ended August 4, 2007 and July 29, 2006 was $2 million and $4 million,
respectively. The aggregate intrinsic value for stock options outstanding and exercisable as of August 4, 2007
was $12 million for both stock options outstanding and exercisable. The intrinsic value for stock options
outstanding and exercisable is calculated as the difference between the fair market value as the end of the period
and the exercise price of the shares.

The Company received $1 million and $2 million in cash from option exercises for the thirteen weeks ended
August 4, 2007 and July 29, 2006, respectively and $6 million and $5 million for twenty-six weeks ended August
4, 2007 and July 29, 2006, respectively. The tax benefit realized by the Company on the stock option exercises for
the twenty-six weeks ended August 4, 2007 and July 29, 2006 was approximately $1 million for both periods.

The following table summarizes information about stock options outstanding and exercisable at August 4, 2007:

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-

Number Remaining Average Number Average
Exercise Exercise

Range of Exercise Prices Outstanding Contractual Life Price Exercisable Price

(in thousands, except price per share)

$ 4.53 $ 11.91 1,480 4.0 $ 10.64 1,480 $ 10.64
$ 12.31 $ 16.19 1,256 4.3 $ 15.09 1,256 $ 15.09
$ 16.20 $ 23.92 1,502 8.8 $ 23.30 335 $ 23.05
$ 24.04 $ 26.26 1,252 5.1 $ 25.34 1,142 $ 25.37

12
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$ 26.41 $ 28.50 757 7.1 $ 27.82 527 $ 27.79
$ 453 $ 28.50 6,247 58 $ 19.61 4,740 ¢ 18.16

Changes in the Company[Js nonvested options for the twenty-six weeks ended August 4, 2007 are summarized as
follows:

Weighted-
average
grant
date fair

Number of value
shares per share
(in thousands)
Nonvested at February 3, 2007 1,593 $ 25.33
Granted 713 23.14
Vested (644) 25.83
Canceled (155) 24.34
Nonvested at August 4, 2007 1,507 24.18

As of August 4, 2007, there was $4.5 million of total unrecognized compensation cost, related to nonvested
stock options, which is expected to be recognized over a weighted-average period of 1.27 years.

Restricted Shares and Units

Restricted shares of the Company[]s common stock may be awarded to certain officers and key employees of the
Company. For executives outside of the United States, the Company issues restricted stock units. Each restricted
stock unit represents the right to receive one share of the Company[Js common stock provided that the vesting
conditions are satisfied. As of August 4, 2007, 90,000 restricted stock units were outstanding. Compensation
expense is recognized using the fair market value at the date of grant and is amortized over the vesting period.
These awards fully vest after the passage of time, generally three years. Restricted stock is considered
outstanding at the time of grant, as the holders of restricted stock are entitled to receive dividends and have
voting rights.
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Restricted stock activity for the twenty-six weeks ended August 4, 2007 and July 29, 2006 is summarized as
follows:

Number of shares

August 4, July 29,

(in thousands) 2007 2006
Outstanding at beginning of the year 537 1,041
Granted 572 126
Vested (249) (600)
Canceled or forfeited (25) (15)
Outstanding at August 4, 2007 835 552
Aggregate value $ 19.8 million $ 14.0 million
Weighted-average remaining contractual life 2.16 years 1.2