EDGAROnline

NIKE INC

FORM 10-Q

(Quarterly Report)

Filed 04/07/10 for the Period Ending 02/28/10

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

ONE BOWERMAN DR
BEAVERTON, OR 97005-6453
5036713173

0000320187

NKE

3021 - Rubber and Plastics Footwear
Footwear

Consumer Cyclical

05/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

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

For the Quarterly Period Ended February 28, 2010

Commission file number - 001-10635

NIKE, Inc.

(Exact name of registrant as specified in its chaer)

OREGON 93-0584541

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)

One Bowerman Drive, Beaverton, Oregol 97006453
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codeg503) 671-6453

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sextli3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the past@@s. Yes No O

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation ${8§ 232.405 of this chapter) during the precedi@gnonths (o
for such shorter period that the registrant wasiired to submit and post such files). Yé&d No [

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filedx] Accelerated filer[] Non-accelerated filef] Smaller Reporting Companiz
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O] No
Shares of Common Stock outstanding as of Marct2@10 were:

Class A 89,990,224
Class B 395,710,29

485,700,54
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PART | - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:

Cash and equivalen

Shor-term investments (Note !

Accounts receivable, n

Inventories (Note 2

Deferred income taxes (Note

Prepaid expenses and other current assets (No

Total current assets

Property, plant and equipme
Less accumulated depreciati

Property, plant and equipment, |

Identifiable intangible assets, net (Note

Goodwill (Note 3)

Deferred income taxes and other |-term assets (Note 6 and !
Total assets

LIABILITIES AND SHAREHOLDERS '’ EQUITY

Current liabilities:
Current portion of lon-term debt
Notes payabli
Accounts payabl
Accrued liabilities (Note 4
Income taxes payable (Note
Total current liabilities
Long-term debi
Deferred income taxes and other I-term liabilities (Note 6
Commitments and contingencies (Note
Redeemable preferred stc
Shareholders’ equity:
Common stock at stated valt

Class A convertibl- 90.0 and 95.3 million shares outstand

Class B- 393.7 and 390.2 million shares outstanc
Capital in excess of stated val
Accumulated other comprehensive income (Not
Retained earning
Total shareholders’ equity
Total liabilities and shareholders’ equity

February 28,
May 31,
2010 2009

(in millions)
$ 2,225 $ 2,291.:
1,813.° 1,164.(
2,833.¢ 2,883.¢
2,150.: 2,357.(
221.% 272.2
843.% 765.€
10,088.( 9,734.(
4,437 .; 4,255,
2,474.¢ 2,298.(
1,962.¢ 1,957."
468.( 467.£
190.7 193t
867.( 897.(
$13,576.0  $13,249.(
$ 75 % 32.C
108.¢ 342.¢
994.; 1,031.¢
1,647 1,783.¢
88.( 86.:
2,846." 3,277.(
451.¢ 437.2
848.F 842.(
0.3 0.3
0.1 0.1
2.7 2.7
3,272.¢ 2,871
234.2 367.t
5,919.. 5,451.
9,428.¢ 8,693..
$13,576..  $13,249.¢

The accompanying Notes to Unaudited Condensed Gdatxl Financial Statements are an integral gatis statement.
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NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
(in millions, except per share data)

Revenue: $4,733.C $4,440.8 $13,937.. $14,463..
Cost of sale: 2,515.( 2,492 7,542.¢ 7,902.!
Gross margir 2,218.( 1,948.* 6,394.; 6,560.¢
Selling and administrative exper 1,563.¢ 1,352.: 4,588.t 4,755.:
Goodwill impairment — 199.: — 199.:
Intangible and other asset impairm — 202.( — 202.C
Other income, ne (8.6) (43.9) (32.2) (54.7)
Interest expense (income), 1 0.¢ 3.C 3.8 (12.7)
Income before income tax 661.¢ 235.¢ 1,834.: 1,470.:
Income tax expense (benefit) (Note 165.5 (8.4 449.: 324.¢
Net income $ 496« $ 243.6 $1,384.¢ $ 1,145.
Basic earnings per common share (Not $ 10z $ 05C $ 288 $ 23¢
Diluted earnings per common share (Noti $ 101 $ 056HC $ 281 $ 23¢
Dividends declared per common sh $ 027 $ 0262 $ 07¢ $ 0.7:

The accompanying Notes to Unaudited Condensed @data Financial Statements are an integral ffatis statement.
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NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash provided by operations:
Net income
Income charges (credits) not affecting c¢
Depreciatior
Deferred income taxe
Stocl-based compensatic
Amortization and othe
Impairment of goodwill, intangibles and other as:
Changes in certain working capital components dahdrassets and liabilitie
Decrease (increase) in accounts receiv
Decrease (increase) in inventor
Increase in prepaid expenses and other a
Decrease in accounts payable, accrued liabilitiesiscome taxes payak
Cash provided by operations
Cash used by investing activities:
Purchases of investmer
Maturities of investment
Sales of investmen
Additions to property, plant and equipmt
Proceeds from the sale of property, plant and eneiy
Increase in other assets and liabilities,
Settlement of net investment hed

Cash used by investing activities

Cash used by financing activities:
Reduction in lon-term debt, including current portic
(Decrease) increase in notes payi
Proceeds from exercise of stock options and otloeksssuance
Excess tax benefits from sh-based payment arrangeme
Repurchase of common sta
Dividends on common stoc
Cash used by financing activities

Effect of exchange rate changes on ¢

Net decrease in cash and equivalt

Cash and equivalents, beginning of pel

Cash and equivalents, end of perio

Supplemental disclosure of cash flow informati
Dividends declared and not ps

Nine Months Ended
February 28,

2010 2009
(in millions)

$1,384.¢ $1,145.
240.5 246.¢
74.( (270.9)
137.5 127.C
21.¢ 8.2
— 401.%
89.C (373.9)
214.¢ (182.5)
(35.7) (55.0)
(237.%) (384.9)
1,889.( 662./
(2,430.9) (1,748.9
1,345.¢ 893.(
406.: 790.4
(240.1) (335.9)
9.8 14.¢
(6.5) (42.%)
(49.1) 226.¢
(964.() (201.7)
(30.5) (5.1)
(237.9) 171.¢
222.¢ 149.(
36.t 22.C
(526.0) (649.7)
(374.7) (345.6)
(909.%) (657.1)
(81.6) (45.)
(65.9) (241.%)
2,291.. 2,133.¢
$ 2,225.. $1,892.:
$ 130.¢ $ 1217

The accompanying Notes to Unaudited Condensed Gdatxl Financial Statements are an integral gatis statement.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies
Basis of presentation:

The accompanying unaudited condensed consolidetaddial statements reflect all adjustments (caimgjof normal recurring
accruals) which are, in the opinion of managemeetessary for a fair statement of the results efatons for the interim period. The year-
end condensed consolidated balance sheet dataviesy@&1, 2009 was derived from audited financiatesnents, but does not include all
disclosures required by accounting principles galheaccepted in the United States of America (‘"GSAP”). The interim financial
information and notes thereto should be read ifjurmtion with the Company’s latest Annual Reportkorm 10-K. The results of operations
for the three and nine months ended February 2B) 2€e not necessarily indicative of results t@kgected for the entire year.

Recently Adopted Accounting Standards:

In February 2010, the Financial Accounting Standd@dard (“FASB”) issued amended guidance on sulesggvents. Under this
amended guidance, SEC filers are no longer reqtiréiiclose the date through which subsequentteVveve been evaluated in originally
issued and revised financial statements. This guielavas effective immediately and the Company atbgitese new requirements for the
period ended February 28, 2010.

In June 2009, the FASB established the FASB Acdogritandards Codification (the “Codification”) e single source of
authoritative US GAAP for all non-governmental &at. The Codification, which launched July 1, 20€i8anges the referencing and
organization of accounting guidance. The Codifmatbecame effective for the Company beginning Sepée 1, 2009. The issuance of FA
Codification did not change GAAP and thereforedleption has only affected how specific refereriogSAAP literature are disclosed in 1
notes to the Company'’s consolidated financial statgs.

In April 2009, the FASB updated guidance relatethtovalue measurements to clarify the guidandatee to measuring fair-value in
inactive markets, to modify the recognition and sugament of other-than-temporary impairments ot deburities, and to require public
companies to disclose the fair values of finanicisfruments in interim periods. This updated gutsalnecame effective for the Company
beginning June 1, 2009. The adoption of this guidatid not have an impact on the Company’s conataiifinancial position or results of
operations. See Note 5 - Fair Value Measurementhéodisclosure required under the updated guglanc

In June 2008, the FASB issued new accounting gaielapplicable when determining whether instrumgrasted in share-based
payment transactions are participating securifiégs guidance clarifies that share-based paymeatdsithat entitle their holders to receive
non-forfeitable dividends before vesting shoulccbasidered participating securities and includeth@éxcomputation of earnings per share
pursuant to the two-class method. This guidancarheceffective for the Company beginning June 19208e adoption of this guidance did
not have a material impact on the Company’s codatgd financial position or results of operations.

In April 2008, the FASB issued amended guidancangigg the determination of the useful life of mgéble assets. This guidance
amends the factors that should be considered ielojgwmg renewal or extension assumptions usedtermée the useful life of a recognized
intangible asset. The intent of the position igtprove the consistency between the useful lifa ofcognized intangible asset and the period
of expected cash flows used to measure the faileval the asset. This guidance became effectivth@®Company beginning June 1, 2009.
The adoption of this guidance did not have a maitéripact on the Company’s consolidated financgaifion or results of operations.

In December 2007, the FASB issued amended guidagegding business combinations, establishing jpies and requirements for
how an acquirer recognizes and measures identfiadgets acquired, liabilities assumed, any reguifoodwill, and any non-controlling
interest in an acquiree in its financial statemenkss guidance also provides for disclosures tbémusers of the financial statements to
evaluate the nature and financial effects of armss combination. This amended guidance becanwieffdor the Company beginning
June 1, 2009. The adoption of this amended guiddigcrot have an impact on the Company’s consdiifinancial statements, but could
impact the accounting for future business combdmesti
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

In December 2007, the FASB issued new guidancedagathe accounting and reporting for non-coningllinterests in subsidiaries.
This guidance clarifies that non-controlling int&sein subsidiaries should be accounted for asrgooent of equity separate from the
parents equity. This guidance became effective for then@any beginning June 1, 2009. The adoption ofghidance did not have an imp
on the Company’s consolidated financial positiomesults of operations.

Recently | ssued Accounting Standards:

In January 2010, the FASB issued guidance to arnttendisclosure requirements related to recurrirdgreomrecurring fair value
measurements. The guidance requires disclosurartdfers of assets and liabilities between Lewatd Level 2 of the fair value measuren
hierarchy, including the reasons and the timintheftransfers and information on purchases, sa®sance, and settlements on a gross basis
in the reconciliation of the assets and liabilitiesasured under Level 3 of the fair value measuneiierarchy. This guidance is effective for
the Company beginning March 1, 2010. The Compamg emt expect the adoption will have an impact®eaonsolidated financial position
or results of operations.

In October 2009, the FASB issued new standardg#viged the guidance for revenue recognition withtiple deliverables. These n¢
standards impact the determination of when theviddal deliverables included in a multiple-elemamangement may be treated as separate
units of accounting. Additionally, these new staddamodify the manner in which the transaction agrstion is allocated across the
separately identified deliverables by no longenpting the residual method of allocating arrangetwnsideration. These new standard:
effective for the Company beginning June 1, 201k Tompany does not expect the adoption will havaterial impact on its consolidated
financial positions or results of operations.

In June 2009, the FASB issued a new accountinglatdrthat revised the guidance for the consolidatiovariable interest entities
(“VIE™). This new guidance requires a qualitatiygpaoach to identifying a controlling financial inést in a VIE, and requires an ongoing
assessment of whether an entity is a VIE and wheithénterest in a VIE makes the holder the printageficiary of the VIE. This guidance
is effective for the Company beginning June 1, 201@® Company is currently evaluating the impadhefprovisions of this new standard.

NOTE 2 - Inventories:

Inventory balances of $2,150.3 million and $2,357illion at February 28, 2010 and May 31, 2009pessively, were substantially all
finished goods.

NOTE 3 - Identified Intangible Assets and Goodwill:

The following table summarizes the Companiglentifiable intangible assets and goodwill baésas of February 28, 2010 and May
2009:

February 28, 2010 May 31, 2009
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
(in millions)

Amortized intangible assel
Patents $ 644 $ (196 $ 448 $56€ $ (172 $ 394
Trademarks 39. (16.0) 23. 37.E (10.9 26.€
Other 33.7 (18.5) 15.2 40.C (19.6) 20.4
Total $137 $  (54.)) 83.4 $1341 $  (47.) 86.4
Unamortized intangible asse- Trademark: 384.¢ 381.(C
Identifiable intangible assets, r $468.( $467.
Goodwiill $190.7 $193.5

The effect of foreign exchange fluctuations for tiree month period ended February 28, 2010 deadegsedwill and unamortized
intangible assets by approximately $2.8 million &icb million, respectively, resulting from theestgthening of the U.S. dollar in relation to
the British pound sterling.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
Amortization expense, which is included in sellangd administrative expense, was $3.3 million ané $#llion for the three-month
periods ended February 28, 2010 and 2009, respgctind $9.9 million and $7.1 million for the ningnth periods ended February 28, 2010
and 2009, respectively. The estimated amortizati@ense for intangible assets subject to amonizdtr the remainder of fiscal year 2010

and each of the years ending May 31, 2011 througi 81, 2014 are as follows: $3.4 million; 2011: $1&illion; 2012: $12.3 million; 2013:
$10.5 million; 2014: $8.4 million.

All goodwill balances are included in the Comparigher” category for segment reporting purposes.

NOTE 4 - Accrued Liabilities:
Accrued liabilities include the following:

February 28, 201( May 31, 200¢
(in millions)

Compensation and benefits, excluding te $ 488.€ $ 491¢
Endorsee compensati 211. 237.]
Taxes other than income tax 176.2 161.¢
Advertising and marketin 140.€ 97.€
Dividends payabli 130.€ 121.¢
Import and logistics cos 76.C 59.4
Fair value of derivative 43.F 68.¢
Restructuring charge® 12.7 149.¢
Other® 368.: 396.1
Total Accrued Liabilities $ 1,647 $ 1,783.¢

@ Accrued restructuring charges primarily consiss@ferance costs relating to the Company’s restingtactivities that took place

during the fourth quarter of fiscal 2009. See NI Restructuring Activities for more informatio
Other consists of various accrued expenses. Nwithdil item accounted for more than 5% of the tbaance at February 28, 2010 and
May 31, 2009

@

NOTE 5 - Fair Value Measurements:

The Company measures certain financial assetsaitities at fair value on a recurring basis, irdihg derivatives and available-for-
sale securities. Fair value is a market-based meamnt that should be determined based on the asisuns that market participants would
use in pricing an asset or liability. As a basisdonsidering such assumptions, the Company ueeetlevel hierarchy established by the
FASB which prioritizes fair value measurements base the types of inputs used for the various wanaechniques (market approach,
income approach, and cost approach).

The levels of hierarchy are described below:

. Level 1: Observable inputs such as quoted pricestive markets for identical assets or liabilit

. Level 2: Inputs other than quoted prices that éseovable for the asset or liability, either dihgatr indirectly; these include
guoted prices for similar assets or liabilitiesagtive markets and quoted prices for identicalimilar assets or liabilities in
markets that are not activ

. Level 3: Unobservable inputs in which there idditir no market data available, which require #y@orting entity to develop its
own assumption:

The Company’s assessment of the significance afticplar input to the fair value measurementsreittirety requires judgment and
considers factors specific to the asset or lighilinancial assets and liabilities are classifietheir entirety based on the most stringent level
of input that is significant to the fair value maesment.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The following table presents information about @@mpany’s financial assets and liabilities measatgdir value on a recurring basis
as of February 28, 2010 and indicates the faireshierarchy of the valuation techniques utilizedfy Company to determine such fair va

February 28, 2010

Fair Value Measurements Using

Assets/Liabilities a

Level 1 Level 2 Level 3 Fair Value Balance Sheet Classification
(in millions)
Assets
Derivatives $ — $ 3017 $— $ 301.7  Other current assets and
other lon¢-term asset
Available-for-sale securitie 437.5 1,120.! — 1,558.( Cash equivalent
Available-for-sale securitie 922.¢ 891.: — 1,813.° Shor-term investment
Total assets $1,359.¢ $2,313.! $— $ 3,673.¢
Liabilities
Derivatives $ — $ 462 $— $ 46.2  Accrued liabilities and
other long-term
liabilities
Total Liabilities $ — $ 460 $— $ 46.2

Derivative financial instruments include foreigmm@ncy forwards and option contracts and intera® swaps. The fair value of
derivative contracts is determined using observatdeket inputs such as the forward pricing curuetency volatilities, currency correlations
and interest rates, and considers nonperformask®fithe Company and that of its counterpartiefjustments relating to these risks were
not material at February 28, 2010.

Available-for-sale securities are primarily compdsof investments in U.S. Treasury and agency g&sjrcorporate commercial paper
and bonds. These securities are valued using mprricess on both active markets (Level 1) and lesis@markets (Level 2). Level 1
instrument valuations are obtained from real-tiraetgs for transactions in active exchange marketlving identical assets. Level 2
instrument valuations are obtained from readilyHatée pricing sources for comparable instrumente Company had no material Level 3
measurements at February 28, 2010.

Short-Term I nvestments

As of February 28, 2010 and May 31, 2009, shortitiewvestments consist of available-for-sale se@siitAvailable-for-sale securities
are recorded at fair value with unrealized gairglasses reported, net of tax, in other compreklerisicome, unless unrealized losses are
determined to be other than temporary. The Compangiders all available-for-sale securities, inalgdhose with maturity dates beyond 12
months, as available to support current operatitiquaidity needs and therefore classifies all séms with maturity dates beyond three
months as current assets within shtertn investments on the consolidated balance shseaif February 28, 2010, the Company held $1,6
million of available-for-sale securities with matyrdates within one year and $201.1 million witlatority dates over one year and less than
five years within short-term investments.

Short-term investments classified as availablestde consist of the following at fair value:

February 28, 201( May 31, 200¢
(in millions)
Available-for-sale investment:
U.S. treasury and agenci $ 1,317.C $ T72¢
Corporate commercial paper and bo 496.4 391.2
$ 1,813. $ 1,164.(



Table of Contents

NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Fair Value of Long-Term Debt and Notes Payable

The Company’s long-term debt is recorded at adjustst, net of amortized premiums and discountsirsiedest rate swap fair value
adjustments. The fair value of long-term debt inested based upon quoted prices for similar imsemts. The fair value of the Company’s
long-term debt, including the current portion, veaproximately $468 million at February 28, 2010 &486 million at May 31, 2009.

The carrying amounts reflected in the unauditedleosed consolidated balance sheet for notes pagppteximates fair value.

NOTE 6 - Income Taxes:

The effective tax rate was 24.5% and 22.1% fomihe months ended February 28, 2010 and 2009, cté¢ply. The Company’s
effective tax rate for the nine months ended Felyr@8, 2009 includes a tax benefit related to thpdirment of Umbro’s goodwill, intangible
and other assets. Excluding the tax benefit ofrtigairment charges in the prior year period, oscdl year 2010 tax rate would have been 1.4
percentage points lower compared to fiscal 2008 Ebmparable decrease in fiscal 2010 was duedoing reduction in the effective tax r
on operations outside of the United States.

As of February 28, 2010, total gross unrecogniagdenefits, excluding related interest and pesgltivere $251.7 million, $153.1
million of which would affect the Comparg/effective tax rate if recognized in future peso@iotal gross unrecognized tax benefits, exclu
interest and penalties, as of May 31, 2009 wer@$2million, $110.6 million of which would affedh¢ Company’s effective tax rate if
recognized in future periods. The gross liabilily payment of interest and penalties decreasedrillion during the nine months ended
February 28, 2010. As of February 28, 2010, acciniedest and penalties related to uncertain taxtipos were $74.5 million (excluding
federal benefit).

The Company is subject to taxation primarily in thé., China and the Netherlands as well as vastate and other foreign
jurisdictions. The Company has concluded substhnt#i U.S. federal income tax matters througltéisyear 2006. The Company is curre
under audit by the Internal Revenue Service fol2@7, 2008 and 2009 tax years. The Company’s nfajeign jurisdictions, China and the
Netherlands, have concluded substantially all ineéax matters through calendar 1998 and fiscal 2@&pectively. It is reasonably possi
that the Internal Revenue Service audits for tH&/2@008 and 2009 tax years will be completed dyittire next twelve months, which could
result in a decrease in our balance of unrecogriametienefits. An estimate of the range cannot adarat this time; however, we do not
anticipate that total gross unrecognized tax b&nefill change significantly as a result of full jpartial settlement of audits within the next 12
months.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

NOTE 7 - Comprehensive Income:
Comprehensive income, net of taxes, is as follows:

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
(in millions)
Net income $ 496.« $243.¢ $1,384.6 $1,145.
Other comprehensive income (los
Changes in cumulative translation adjustment ahdr() (136.9) (52.0 (51.9) (507.9
Changes due to cash flow hedging instrume
Net gain (loss) on hedge derivati\ 154.% 95.¢ 1.3 634.
Reclassification to net income of previously defdr(gains) losses related to
hedge derivative instrumer (2.7) (76.2) (93.0 (30.9
Reclassification of ineffective hedge (gains) leskenet incomi — — (3.8 —
Changes due to net investment hed
Net gain on hedge derivativ 62.7 29.1 16.2 189.¢
Other comprehensive income (los 78.4 (3.5 (133.)) 285.¢
Total comprehensive incon $ 574.¢  $240.: $1,251.7 $1,431..

@ Certain prior year amounts have been revised tpgrhp reflect Changes in cumulative translatioruatthent and other in the table

above. These revisions affected certain balangestexr in our unaudited condensed consolidatedhbalaheets as of February 28,
2009. As of and for the nine month period ended ety 28, 2009, these revisions resulted in aregse in other comprehensive
income of $346.0 million, an increase in long-tateferred tax assets of $372.0 million and an irsea long-term deferred tax
liabilities of $26.0 million. For the three montenod ended February 28, 2009, these revisiondteekim an increase in other
comprehensive income of $58.0 million, an incraadeng-term deferred tax assets of $197.0 milbmdl an increase in long-term
deferred tax liabilities of $139.0 million. Thesvisions did not affect the Company’s previouslyaited results of operations and the
Company has concluded that these revisions wermatsrial to the financial position for the quareded February 28, 2009 or any
other subsequent peric

In addition, certain prior period amounts have bestassified to conform to current period presgota These changes had no impact
on previously reported total comprehensive income.
@ Refer to Note 1- Risk Management and Derivatives for additional ile

10
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

NOTE 8 - Stock-Based Compensation:

A committee of the Board of Directors grants stopkions and restricted stock under the NIKE, Ir89@ Stock Incentive Plan (the
“1990 Plan”).The committee has granted substantially all stgatlons at 100% of the market price on the daterafig Substantially all stoc
option grants outstanding under the 1990 Plan wrsted in the first quarter of each fiscal yeastwatably over four years, and expire 10
years from the date of grant. In addition to th8@.@lan, the Company gives employees the rightitohase shares at a discount to the m
price under employee stock purchase plans (“ESPPs”)

The Company accounts for stock-based compensayiestbnating the fair value of options granted urttle 1990 Plan and employees’
purchase rights under the ESPPs using the Blac&l&sption pricing model. The Company recognibésfair value as selling and
administrative expense over the vesting periodguie straight-line method.

The following table summarizes the Company’s tetatk-based compensation expense:

Three Months Ended Nine Months Ended

February 28, February 28,
2010 2009 2010 2009
(in millions)
Stock Option«® $ 164 $ 18.€ $117.7 $ 110.
ESPP: 3.7 3.2 11.¢ 10.€
Restricted Stoc 2.9 1.9 7. 5.8
Total stocl-based compensation expel $ 23.C $ 237 $137.F $127.(

() Accelerated stock option expense is recorded fgri@yres eligible for accelerated stock option vestipon retirement. Accelerated

stock option expense was $1.2 million and $1.0ionilfor the three months ended February 28, 2042809, respectively, and was
$73.2 million and $57.7 million for the nine montasded February 28, 2010 and 2009 respecti

As of February 28, 2010, the Company had $102.Bamibf unrecognized compensation costs from stuations, net of estimated
forfeitures, to be recognized as selling and adstriaive expense over a weighted average peri@ofears.

The weighted average fair value per share of thiemp granted during the nine months ended Febr2&r2010 and 2009 as computed
using the Black-Scholes pricing model was $23.42%it7.13, respectively. The weighted average assongpused to estimate these fair
values are as follows:

Nine Months Ended
February 28,

2010 2009
Dividend yield 1.%% 1.5%
Expected volatility 57.8€% 32.5%
Weightec-average expected life (in yea 5.C 5.C

Risk-free interest rat 2.5% 3.4%

Expected volatility is estimated based on the ietplolatility in market traded options on the Comga common stock with a term
greater than one year, along with other factore Whighted average expected life of options isdhasean analysis of historical and expected
future exercise patterns. The interest rate isbasahe U.S. Treasury (constant maturity) fige rate in effect at the date of grant for pes
corresponding with the expected term of the options
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

NOTE 9 - Earnings Per Common Share:

The following is a reconciliation from basic eamgsper share to diluted earnings per share. Optoparchase an addition@l2 million
and 13.8 million shares of common stock were onthitay for both the three and nine month periodsdreebruary 28, 2010 and 2009,
respectively, but were not included in the compataof diluted earnings per share because the mpticere anti-dilutive.

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009

(in millions, except per share data)
Determination of share

Weighted average common shares outstan 484 .2 484.( 485.¢ 485.(
Assumed conversion of dilutive stock options andas 7.8 4.1 72 6.2
Diluted weighted average common shares outstar 492.: 488.1 493.: 491.2
Basic earnings per common sh $ 10z $ 05C $ 28 $ 2.3¢
Diluted earnings per common shi $ 101 $ 05C $ 281 $ 23t

NOTE 10 - Restructuring Activities:

During the fourth quarter of fiscal 2009, the Comp#ook necessary steps to streamline its managestrexture, enhance consumer
focus, drive innovation more quickly to market astiablish a more scalable, long-term cost strucAse result, the Company reduced its
global workforce by approximately 5% and incurredss restructuring charges of $195 million, pridyaconsisting of severance costs rel:
to the workforce reduction. As nearly all of thetrecturing activities were completed in the fougtharter of fiscal 2009, the Company does
not expect to recognize additional costs in fupggods relating to these actions.

The activity in the restructuring accrual for thieexmonth period ended February 28, 2010 is asvi@ll(in millions):

Restructuring accrui- May 31, 200¢ $ 149.¢
Cash payment (138.9
Foreign currency translation and otl g

&

12.
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Restructuring accrui- February 28, 201

The accrual balance as of February 28, 2010 witelieved throughout the remainder of fiscal ye@dt@and early 2011, as severance
payments are completed. The restructuring accsuatluded in the balance of accrued liabilitieshe unaudited condensed consolidated
balance sheets.

NOTE 11 - Risk Management and Derivatives:

The Company is exposed to global market risksutiolg the effect of changes in foreign currencyhexge rates and interest rates, and
uses derivatives to manage financial exposuresottatr in the normal course of business. The Compaes not hold or issue derivatives for
trading purposes.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawdi$ risk-management
objective and strategy for undertaking hedge tretitsas. This process includes linking all derivatwto either specific firm commitments or
forecasted transactions. The Company also enterséareign exchange forwards to mitigate the chandair value of specific assets and
liabilities on the balance sheet, which are notgiegted as hedging instruments under the accoustarglards for derivatives and hedging.
Accordingly, changes in the fair value of hedgeseabrded balance sheet positions are recognizeediately in other income, net, on the
income statement together with the transaction galoss from the hedged balance sheet position.

The majority of derivatives outstanding as of Feloyi28, 2010 are designated as either cash flavwditue or net investment hedges.
All derivatives are recognized on the balance she#teir fair value and classified based on tls¢rinmment’s maturity date. The total notional
amount of outstanding derivatives as of Februarn2P80 was $6.2 billion, which is primarily compisof cash flow hedges denominated in
Euros, British Pounds and Japanese Yen.

12
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The following table presents the fair values ofigiive instruments included within the unauditehdensed consolidated balance s
as of February 28, 2010 and the condensed consadiflalance sheet as of May 31, 2009:

Asset Derivatives
February 28, May 31,

Liability Derivatives
February 28, May 31,

Balance Sheet Location 2010 2009 Balance Sheet Location 2010 2009
(in millions)
Derivatives designated as hedgi
instruments
Foreign exchange forwards Prepaid expenses and other
and options current asset $ 256.< $270.¢ Accrued liabilities $ 204% —

Interest rate swap contract: Prepaid expenses and other
current assel —
Foreign exchange forwards Deferred income taxes and ot

0.1 Accrued liabilities — —
Deferred income taxes and ot

and options long term asset 15.1 81.z2 long term liabilities 0.8 34.€
Interest rate swap contract: Deferred income taxes and otl Deferred income taxes and ot
long term asse 13.¢  13.7 long term liabilities — —
Total derivatives designated as
hedging instrument 285.. 365.t 21.2 34.¢

Derivatives not designated as
hedging instrument:
Foreign exchange forwards Prepaid expenses and other

and option: current assel $ 15.€ 12.& Accrued liabilities $ 23.C $34.
Foreign exchange forwards Deferred income taxes and ot Deferred income taxes and ot
and options long term asset 0.€ 0.4 long term liabilities 21 —
Total derivatives not designated as
hedging instrument 16.4 13.2 25.1 34.:
Total derivatives $ 301.7 $378.i $ 46.2 $68.¢

The following tables present the amounts affectirgunaudited condensed consolidated statemeitsahe for the three and nine
month periods ended February 28, 2010 and 2009:

Amount of Gain (Loss)
Recognized in Other
Comprehensive Income on

Amount of Gain (Loss)
Reclassified From Accumulated
Other Comprehensive Income into

Derivatives! Income?
Nine Months
Three Months Three Months
Ended Nine Months
Ended February 28, Ended Ended
February 28, February 28, February 28,
Derivatives designated as hedges 2010 2010 2010 2010
(in millions)
Derivatives designated as cash
flow hedges
Foreign exchange forwards
and options $ 83 $ (1149 Revenue $ 7.C 45.¢
Foreign exchange forwarc
and options 159.€ (11.0 Cost of sale: 6.3 46.:
Foreign exchange forwards Selling and administrative
and options 0.1 0.¢ expense 0.7 (0.2
Foreign exchange forwarc
and options 58.¢ 15.2 Other income, ne 1.9 38.2
Total designated cash flow
hedges $ 210.c $ (6.9 $ 3.3 130.:
Derivatives designated as net
investment hedge
Foreign exchange forwards
and options $ 92.¢ $ 23.¢ Other income, ne $ — —

1 For the three month period ended February 28) 20k Company recorded an immaterial amount dfdoiveness from cash flow
hedges in other income, net. For the nine montlogemded February 28, 2010, $5.2 million of inconas recorded to other income,



net as a result of cash flow hedge ineffectiver
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
Amount of Gain (Loss) Amount of Gain (Loss)
Recognized in Other Reclassified From Accumulated
Comprehensive Income on Other Comprehensive Income into
Derivativest Income?
Nine Months
Three Months
Ended Three Months Nine Months
Ended February 28, Ended Ended
February 28, February 28, February 28,
Derivatives designated as hedges 2009 2009 2009 2009
(in millions)
Derivatives designated as cash
flow hedges
Foreign exchange forwards
and options $ 51.€ $ 110.7 Revenue $ 26.C $ 57.(
Foreign exchange forwarc
and options 44.: 495.1 Cost of sale: 26.4 (58.9)
Foreign exchange forwards Selling and administrative
and options (0.2 0.8 expense 0.1 0.3
Foreign exchange forwarc
and options 38.€ 258.( Other income, ne 49.7 45.C
Total designated cash flow
hedges $ 134 $ 864.¢ $ 102.2 $ 43.F
Derivatives designated as net
investment hedge
Foreign exchange forwards
and option: $ 21.1 $ 269.¢ Other income, ne $ — $ —

1 For the three month and nine month period endduiuary 28, 2009, the Company recorded an imméateriaunt of ineffectiveness
from cash flow hedges in other income, |

Amount of Gain (Loss) recognized in Income on Deratives

Three Months Three Months Nine Months Nine Months Location of Gain (Loss)
Ended Ended Ended Ended Recognized in Income on
February 28, 201( February 28, 200¢ February 28, 201( February 28, 200¢ Derivatives
(in millions)
Derivatives designate
as fair value
hedges
Interest rate Interest expense
swaps! $ 2.2 $ — $ 7.4 $ 0.7 (income), ne
Derivatives not
designated as
hedging
instruments
Foreign
exchange
forwards and
options $ (3.9 $ 7.9 $ (73.9) $ (43.9) Other income, ne

Substantially all interest rate swap agreementg theeshortcut method requirements under the ad¢tmustandards for derivatives and
hedging. Accordingly, changes in the fair valueshef interest rate swap agreements are exactlgtdffschanges in the fair value of the
underlying lonrterm debt. Refer to sectic“ Fair Value Hedge” for additional detail

Refer to Note 4 - Accrued Liabilities for derivagiinstruments recorded in accrued liabilities, NoteFair Value Measurements for a
description of how the above financial instrumeares valued, and Note 7 - Comprehensive Incomedditianal information on changes in
other comprehensive income for the three and nioetimperiods ended February 28, 2010 and 2009.

Cash Flow Hedges

The purpose of the Company'’s foreign currency haglgictivities is to protect the Company from ttsk that the eventual cash flows
resulting from transactions in foreign currenciasluding revenues, product costs, selling and a@itrative expenses, investments in U.S.
dollar-denominated available-for-sale debt seasitind intercompany transactions, including integzany borrowings, will be adversely
affected by changes in exchange rates. It is thregany's policy to utilize derivatives to reduce foreigitkange risks where internal netti



strategies cannot be effectively employed. Hedggusactions are denominated primarily in EurosjgriPounds and Japanese Yen.
The Company hedges up to 100% of anticipated expsgypically twelve months in advance, but hagjeddas much as 34 months in
advance.

All changes in fair values of outstanding cash flezdge derivatives, except the ineffective portame, recorded in other comprehensive
income until net income is affected by the varigpibf cash flows of the hedged transaction. In toases, amounts recorded in other
comprehensive income will be released to net inceome time after the maturity of the related ddiwea The consolidated statement of
income classification of effective hedge resulthis same as that of the underlying exposure. Restihedges of revenue and product costs
are recorded in revenue and cost of sales, respbgtivhen the underlying hedged transaction affeet income. Results of hedges of selling
and administrative expense are recorded togettibrthdse costs when the related expense is recardsallts of hedges of anticipated
purchases and sales of U.S. dollar-denominatedbd@ifor-sale securities are recorded in otheoiime, net when the securities are sold.
Results of hedges of anticipated intercompany &etitns are recorded in other income, net whenrémsaction occurs.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Premiums paid on options are initially recordedeferred charges. The Company assesses the effeetiy of options based on the 1
cash flows method and records total changes iopltiens’ fair value to other comprehensive incomée degree they are effective.

As of February 28, 2010, $110.2 million of deferredl gains (net of tax) on both outstanding anduneat derivatives accumulated in
other comprehensive income are expected to bessifital to net income during the next twelve moratis result of underlying hedged
transactions also being recorded in net incomeudi@mounts ultimately reclassified to net incomeedependent on the exchange rates in
effect when derivative contracts that are curreatlistanding mature. As of February 28, 2010, tagimum term over which the Compan
hedging exposures to the variability of cash fldarsits forecasted and recorded transactions is@iths.

The Company formally assesses both at a hedgegption and on an ongoing basis, whether the dérasthat are used in the hedging
transaction have been highly effective in offseftitnanges in the cash flows of hedged items andhehé&hose derivatives may be expecte
remain highly effective in future periods. Effeaness for cash flow hedges is assessed basedwardarates. When it is determined that a
derivative is not, or has ceased to be, highlyotffe as a hedge, the Company discontinues hedgeiating prospectively.

The Company discontinues hedge accounting prosdctivhen (1) it determines that the derivativaaslonger highly effective in
offsetting changes in the cash flows of a hedge (including hedged items such as firm commitmenterecasted transactions); (2) the
derivative expires or is sold, terminated, or eisend; (3) it is no longer probable that the foréeddransaction will occur; or (4) management
determines that designating the derivative as gihgdnstrument is no longer appropriate.

When the Company discontinues hedge accountingibedtis no longer probable that the forecastaastiction will occur in the
originally expected period, or within an additiotdab-month period of time thereafter, the gainassl on the derivative remains in
accumulated other comprehensive income and iss&filed to net income when the forecasted transaetifects net income. However, if it
probable that a forecasted transaction will nouodxy the end of the originally specified time erior within an additional two-month period
of time thereafter, the gains and losses that wecamulated in other comprehensive income willdmognized immediately in net income. In
all situations in which hedge accounting is diseured and the derivative remains outstanding, te@any will carry the derivative at its
fair value on the balance sheet, recognizing futtianges in the fair value in other income, net.tke three month period ended February
2010, the Company recorded an immaterial amouimssfectiveness from cash flow hedges in other nepnet. For the nine month period
ended February 28, 2010, $5.2 million of income vea®rded to other income, net as a result of lashhedge ineffectiveness.
Ineffectiveness was not material for the three mind month periods ended February 28, 2009.

Fair Value Hedges

The Company is also exposed to the risk of chammgiee fair value of certain fixed-rate debt attititble to changes in interest rates.
Derivatives currently used by the Company to hatigerisk are receive-fixed, pay-variable intenede swaps. Substantially all interest rate
swap agreements are designated as fair value hetijesrelated long-term debt and meet the shon@thod requirements under the
accounting standards for derivatives and hedgirmgodingly, changes in the fair values of the ies¢rrate swap agreements are exactly ¢
by changes in the fair value of the underlying keegn debt. No ineffectiveness has been recordeéttincome related to interest rate swaps
designated as fair value hedges for the three s@dmonth periods ended February 28, 2010 and 2009.

Net I nvestment Hedges

The Company also hedges the risk of variabilitfoireign-currency-denominated net investments inliykfmvned international
operations. All changes in fair value of the detiies designated as net investment hedges, exueffiétive portions, are reported in the
cumulative translation adjustment component of iotioenprehensive income along with the foreign awyetranslation adjustments on those
investments. The Company assesses hedge effecs/based on changes in forward rates. The Companyded no ineffectiveness from its
net investment hedges for the three and nine netiods ended February 28, 2010 and 2009.

Credit Risk

The Company is exposed to credit-related loss#seirvent of non-performance by counterpartieetiging instruments. The
counterparties to all derivative transactions aagomfinancial institutions with investment gradedit ratings. However, this does
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not eliminate the Company’s exposure to credit witk these institutions. This credit risk is limdt to the unrealized gains in such contracts
should any of these counterparties fail to perfasontracted. To manage this risk, the Compangstablished strict counterparty credit
guidelines that are continually monitored and régbto senior management according to prescrib&tejues. The Company utilizes a
portfolio of financial institutions either headqtexred or operating in the same countries the Companducts its business. As a result of the
above considerations, the Company considers thadtgd the risk of counterparty default to be imemit.

Certain of the Company’s derivative instrumentstaoncredit risk related contingent features. Ag-ebruary 28, 2010 and May 31,
2009, the Company was in compliance with all suedit risk related contingent features. No derivainstruments with credit risk related
contingent features were in a net liability positet February 28, 2010. At May 31, 2009, the agageetpir value of derivative instruments
with credit risk related to contingent featurest thuge in a net liability position was $15.2 milliohhe Company was not required to post any
collateral as a result of these contingent features

NOTE 12 - Operating Segments:

The Company'’s operating segments are evidencesdfttbicture of the Comparsyinternal organization. The major segments arimele
by geographic regions for operations participaimiyIKE Brand sales activity excluding NIKE Golfaéh NIKE Brand geographic segment
operates predominantly in one industry: the degigoguction, marketing and selling of sports amaes footwear, apparel, and equipmer
the third quarter of fiscal 2009, the Company &tdd a reorganization of the NIKE Brand into a meadel consisting of six
geographies. Effective June 1, 2009, the Compamws reportable operating segments for the NIKE Brare: North America, Western
Europe, Central and Eastern Europe, Greater Chagan, and Emerging Markets. Previously, NIKE Braperations were organized into
following four geographic regions: U.S., Europedille East and Africa (collectively, “EMEA”), AsiaaRific, and Americas.

The Company’s “Other” category is broken into tvaorponents for presentation purposes to align vaghwiay management views the
Company. The “Global Brand Divisions” category paiily represents NIKE Brand licensing businessas &ne not part of a geographic
operating segment, selling, general and adminig&raxpenses that are centrally managed for theENBKand and costs associated with
product development and supply chain operations.“Other Businessegategory primarily consists of the activities ofl€blaan, Convers
Inc., Hurley International LLC, NIKE Golf and Umbtdd. Activities represented in the “Other” categare considered immaterial for
individual disclosure. Prior period amounts haverbeeclassified to conform to the Company’s newalireg structure described above.

Revenues as shown below represent sales to exterstainers for each segment. Intercompany revdmasbeen eliminated and are
immaterial for separate disclosure.

Corporate consists of unallocated general and dsfrative expenses, which includes expenses asedaidth centrally managed
departments, depreciation and amortization relatéde Company’s headquarters, unallocated inserand benefit programs, including
stockbased compensation, certain foreign currency gaiddosses, including hedge gains and lossesjrcedgporate eliminations and otf
items.

Effective June 1, 2009, the primary financial measised by the Company to evaluate performanceddfidual operating segments is
Earnings Before Interest and Taxes (commonly reteto as “EBIT”) which represents net income befoterest expense (income), net and
income taxes in the Unaudited Condensed Consotidatizrements of Income. Reconciling items for EBRiffresent corporate expense items
that are not allocated to the operating segmenthémagement reporting. Previously, the Companjuated performance of individual
operating segments based on pre-tax income or iadmfore income taxes.

As part of the Company’s centrally managed foregohange risk management program, standard fooeigency rates are assigned to
each NIKE Brand entity in our geographic operasegments and are used to record any non-functiomegncy revenues or product
purchases into the entig/functional currency. Geographic operating segmmregnues and cost of sales reflect use of thaseatd rates. Fc
all NIKE Brand operating segments, differences leefvassigned standard foreign currency rates dndlacarket rates are included in
Corporate together with foreign currency hedge gjaimd losses generated from the centrally manageijh exchange risk management
program.
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Accounts receivable, net, inventories and propg@ignt and equipment, net for operating segmemtsegyularly reviewed and therefore
provided below.

Certain prior year amounts have been reclassifiebbhform to fiscal 2010 presentation.

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
(in millions)
Net Revenue
North America $1,679.. $1,662.¢ $ 4,935.¢ $ 5,082.!
Western Europ: 929.2 889.4 2,936.( 3,202.:
Central and Eastern Euro 271t 296.t 818.( 1,068.¢
Greater Chin: 458.( 414.¢ 1,277. 1,329.¢
Japar 213.C 230.1 621. 643.7
Emerging Market: 509.2 355.1 1,485.¢ 1,324..
Global Brand Division: 21.6 12.€ 77.5 50.¢
Total NIKE Brand 4,081.¢ 3,861.: 12,151.! 12,701.
Other Businesse 656.( 579.€ 1,815.t 1,761.:
Corporate (4.9 — (29.9) —
Total NIKE Consolidated Revenues $4,733.( $4,440.¢ $13,937.. $14,463..
Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 2010 2009
(in millions)
Earnings Before Interest and Taxe:
North America $ 402. $ 388.1 $ 1,103. $ 1,027
Western Europ: 199.2 199.¢ 663.1 706.:
Central and Eastern Euro 50.: 95.C 196.¢ 322.1
Greater Chini 175.% 145.: 450.1 419.¢
Japar 39.7 47.: 119.5 140.¢
Emerging Market: 121.¢ 70.7 379.( 264.¢
Global Brand Division: (232.%) (224.7) (589.7) (600.9)
Total NIKE Brand 756.5 721.¢ 2,322.¢ 2,280.¢
Other Businesse 105.1 (342.9 226.¢ (235.0
Corporate (198.9) (140.5 (711.9 (587.9)
Total NIKE Consolidated Earnings Before Interest aml Taxes $ 662.¢ $ 238. $ 1,837.¢ $ 1,458.:
Interest expense (income), 1 0.6 3.C 3.8 (12.7)
Total NIKE Consolidated Income Before Income Taxe: $ 661.¢ $ 235.¢ $ 1,834.. $ 1,470.;
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February 28,
May 31,
2010 2009
(in millions)
Accounts receivable, ne
North America $ 939.¢ $ 897.%
Western Europ 4454 503.4
Central and Eastern Euro 303.¢ 373.¢
Greater Chin: 117.¢ 122.:
Japar 153. 207.2
Emerging Market: 347.: 268.2
Global Brand Division: 56.5 53.2
Total NIKE Brand 2,363.! 2,425
Other Businesse 435.2 439.¢
Corporate 35.1 18.4
Total NIKE Consolidated Accounts Receivable, ne $ 2,833.¢ $2,883.¢
Inventories
North America $ 750.¢ $ 868.¢
Western Europ 329.% 453.F
Central and Eastern Euro 159.1 166.2
Greater Chini 90.7 110.¢
Japar 116.( 95.7
Emerging Market: 274.( 258.2
Global Brand Division: 28.4 32.4
Total NIKE Brand 1,748.¢ 1,985.;
Other Businesse 401.k 371.¢
Corporate — —
Total NIKE Consolidated Inventories $ 2,150.: $2,357.(
Property, plant and equipment, net
North America $ 324.¢ $ 354.2
Western Europ 303.1 326.5
Central and Eastern Euro 13.7 15.C
Greater Chini 135.1 78.2
Japar 343.2 318.t
Emerging Market: 48.C 47.4
Global Brand Division: 99.¢ 103.1
Total NIKE Brand 1,267.: 1,242.¢
Other Businesse 168.4 163.7
Corporate 526.¢ 551.1
Total NIKE Consolidated Property, Plant and Equipment, net $ 1,962.¢ $1,957.°

NOTE 13 - Commitments and Contingencies:

At February 28, 2010, the Company had letters editioutstanding totaling $87.4 million. Thesededtof credit were issued primarily
for the purchase of inventory.

There have been no other significant subsequemraewents relating to the commitments and contiogsreported on the Compaay’
latest Annual Report on Form 10-K.
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Overview

In the third quarter of fiscal 2010, our revenueséased 7% to $4.7 billion, net income increase¥d to $496 million and we
delivered diluted earnings per share of $1.01,2%d thcrease compared to the third quarter of fi26al9. Net income for the third quarter of
fiscal 2009 includes a $240.7 million after-tax reash charge relating to the impairment of goodwitiangible and other assets of Umbro.
Excluding these impairment charges, both our regrire and diluted earnings per share would haveased 2% in the third quarter of fiscal
2010.

Excluding the impairment charges recorded in tlivel uarter of fiscal 2009, income before income=tafor the third quarter of fiscal
2010 increased 4% primarily as a result of thegase in revenues and a three percentage poinageie gross margin percentage, partially
offset by a 16% increase in selling and administeatxpense. Currency exchange rates contribupgddentage points to the revenue growth
for the third quarter of fiscal 2009. Excluding tféects of changes in currency exchange ratesntinease in revenues was primarily driven
by increased sales in the NIKE Brand Emerging Miarlaed Greater China geographies, and our Othen&ses. Gross margins increased
primarily as a result of improved in-line producarmgins, favorable changes in the mix of productd,snd fewer discounted close-out sales.
The increase in selling and administrative expevee attributable to higher demand creation spendiaglting from the timing of marketing
initiatives, as well as increases in performancgedacompensation and investments in our owned betsiness.

Results of Operations

Nine Months Ended

Three Months Ended February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions, except per share data)

Revenue! $4,733.( $4,440.¢ 7%  $13,937.. $14,463.. -4%
Cost of sale! 2,515.( 2,492.; 1% 7,542 .¢ 7,902.! -5%
Gross margir 2,218.( 1,948.t 114% 6,394.: 6,560.¢ -3%

Gross margin 9 46.9% 43.9% 45.9% 45.4%
Selling and administrativ 1,563.¢ 1,352.; 16% 4,588.t 4,755.: -4%

% of revenue 33.(% 30.%% 32.9% 32.9%
Income before income tax 661.¢ 235.¢ 181% 1,834.: 1,470.: 25%
Net income 496.4 243.¢ 104% 1,384.¢ 1,145.: 21%
Diluted earnings per sha 1.01 0.5C 102% 2.81 2.3t 21%
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Reconciliation of Net Income, Diluted Earnings per Share and Effective Tax Rate Excluding Non Comparable Items?

Three Months Ended

February 28, Nine Months Ended February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions, except per share data)

Net income, as reporte $496.2 $243.¢ 104%  $1,384.&  $1,145. 21%
Add:
Umbro impairment of goodwill, intangible and otleesets, net

of tax? — 240.% — 240.%
Net income, excluding non comparable ite $496.4 $484.% 2% $1,384.¢  $1,386.( 0%
Diluted EPS, as reporte $ 1.01 $ 0.5C 102% $ 281 $ 2.3t 21%
Add:
Umbro impairment of goodwill, intangible and otlzesets, net

of tax2 — 0.4¢ — 0.4¢
Diluted EPS, excluding non comparable ite $ 1.01 $ 0.9¢ 2% $ 281 $ 282 0%
Diluted weighted average common shares outstar 492.: 488.1 493.: 491.2
Effective tax rate, as report 25.(% -3.€% 2,86(bps 24.5% 22.1% 240 bp:
Add:
Tax rate benefit from Umbro impairment of goodwiititangible

and other asse? — 27.5% — 3.8%

Effective tax rate, excluding non comparable it 25.(% 23.9% 11Cbps 24.5% 25.9% -140 bp

! This schedule is intended to satisfy the quan@gateconciliation for non-GAAP financial measuresccordance with Regulation G of

the Securities and Exchange Commission. In additlos schedule is provided to enhance the vigibdf the underlying business trer
excluding non comparable items for the three ané-month periods ended February 28, 2(

During the third quarter of fiscal 2009, the Compaecorded a one-time non-cash impairment chargedoce the carrying value of
Umbrc’s goodwill, indefinite-lived trademark and other asst

Consolidated Operating Results

Revenues
Three Months Ended February 28, Nine Months Ended February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes! 2010 2009 % Change Changest
(dollars in millions)

Revenue: $4,733.(  $4,440.¢ 7% 2% $13,937.. $14,463. -4% -3%

Fiscal 2010 results have been restated using 2020 exchange rates for the comparative peri@hi@nce the visibility of the
underlying business trends excluding the impadbrign currency exchange rate fluctuatic

Excluding the effects of changes in currency exgeanates, revenues for our NIKE Brand busineseaszd 1% for the third quarter
and declined 4% for the first nine months of fis@10. For the third quarter of fiscal 2010, reveiruNorth America was flat, while growth
in the Emerging Markets and Greater China more tifset declines in Central and Eastern Europe,t&vedurope and Japan. For the first
nine months of fiscal 2010, all of our geograpliebvered lower revenues with the exception ofEngerging Markets, reflecting a
challenging economic environment across most markaar North America geography contributed neanbelcentage point to the revenue
decline for the year-to-date period while the rarimaj geographies contributed more than 2 percergagus to the decline.
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By product group, excluding the effects of changesurrency exchange rates, our worldwide NIKE Bréomotwear business increased
2%, while our worldwide NIKE Brand apparel and gauent businesses both decreased by 3% duringitbegtiarter. For the first nine
months of fiscal 2010, our worldwide NIKE Brand faear business declined 2% while both our worldwNdiKE Brand apparel and
equipment businesses declined by 8%.

Revenues for our Other Businesses were comprigexaply of results from Cole Haan, Converse Inaurldy International LLC, NIKE
Golf and Umbro Ltd. Excluding the impact of currgrahanges, revenues for these businesses incregddds in the third quarter of fiscal
2010, driven by increased revenues at Umbro, Ceevand Hurley. For the year-to-date period, revefoethese businesses increased 3%,
as higher revenues at Converse, Umbro and Hurleg than offset revenue declines at NIKE Golf andeCGtaan.

Gross Margin

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)
Gross margir $2,218.( $1,948.! 14% $6,394.: $6,560.¢ -3%
Gross margin ¢ 46.9% 43.% 30Cbps 45.9% 45.0% 50bp:

For the third quarter of fiscal 2010, consolidagedss margin percentage was 300 basis points higaerthe prior year. The primary
factors contributing to this increase were as fedo

. Improved in-line product margins, primarily in teenerging Markets, Western Europe, North America @nglater China
geographies, driven by favorable changes in proahiciand reduced raw material and freight cc

. Improved inventory positions across most businessgeieh drove fewer discounted close-out salesraddctions in warehousing
and inventory obsolescence exper

. Growth of NIKE-owned retail as a percentage of total revenue senast NIKE Brand geographie
Together, these factors increased consolidated gnasgins by approximately 350 basis points forthine quarter of fiscal 2010. These

increases were partially offset by the impact dauarable currency exchange rates, primarily aifigcour Emerging Markets, Central and
Eastern Europe and Western Europe geographies.

For the first nine months of fiscal 2010, the fastoontributing to the increase in consolidatedsgnmargin percentage were similar to
the factors listed above. These increases wermlbadffset by the impact of unfavorable currerexchange rates and an increase inftilte
discounts, primarily due to discounts provided dgrihe first half of fiscal 2010.

Sdlling and Administrative Expense

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)

Operating overhead exper $1,000.: $ 868.¢ 15%  $2,898. $2,871.( 1%
Demand creation expen? 563.5 483.: 17% 1,690.! 1,884.: -10%
Selling and administrative exper $1,563.¢ $1,352.: 16%  $4,588.t $4,755.1 -4%

% of revenue: 33.(% 30.2% 26(Cbps 32.%% 32.¢% Obps

Demand creation consists of advertising and pranaxpenses, including costs of endorsement cdst
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Changes in currency exchange rates increasedgsetith administrative expenses 5 percentage poinkeithird quarter and decreased
selling and administrative expense 1 percentaget pai the first nine months of fiscal 2010.

Excluding changes in exchange rates, operatingheaerincreased 11% and 1% during the third quarn@ffirst nine months of fiscal
2010, respectively, compared to the same periotieiprior year. These increases were primaritjoattable to an increase in performance-
based compensation and increased investments iEdithed retail across most businesses. These seg@aore than offset reductions in
wage related spending in the third quarter and firee months of fiscal 2010 as a result of restniieg activities that took place in the fourth
quarter of fiscal 2009, and reductions in spendingravel and meetings during the first nine momthscal 2010.

On a currency neutral basis, demand creation ergeonseased 11% during the third quarter and deerk&0% during the first nine
months of fiscal 2010 compared to the same peiiote prior fiscal year. The increase for thedhjuarter was due primarily to higher
demand creation spending across most businessagport third quarter marketing initiatives, inaluglthe Winter Olympics, and
comparison to low levels of demand creation speandirthe third quarter of fiscal 2009. The decreasgemand creation spending for the
nine months of fiscal 2010 was primarily due tcoanparison to high levels of demand creation invesiinm the first quarter of 2009 around
the 2008 Olympics in Beijing and the European FalbBhampionships as well as the shift of planriedal 2010 demand creation spending
into the second half of the fiscal year.

In the fourth quarter, we anticipate higher demamgtion spending around the 2010 World Cup andrattarketing initiatives, as well
as higher year-over-year performance-based comfpienseesulting in a low single-digit increase gllgs\g and administrative expenses in
fiscal 2010.

Other Income, net

Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)
Other income, ne $(8.6) $(43.9) -80%  $(32.2) $(54.) -40%

Other income, net is primarily comprised of foremnrency conversion gains and losses from theeasorement of monetary assets
and liabilities in non-functional currencies and tmpact of foreign currency derivative instrumeuais well as unusual or non-recurring
transactions that are outside the normal courgrisiness. For the third quarter and yeaddte periods of fiscal 2010 and 2009, other inci
net was primarily comprised of net foreign curresopversion gains and the recognition of licensimegme related to our fiscal 2008 sale of
NIKE Bauer Hockey

We estimate that the combination of translatiofoofign currency-denominated profits from our intfonal businesses and the year-
over-year change in foreign currency related gaiolided in other income, net increased the grafibur income before income taxes by
approximately $23 million and $5 million for theirdh quarter and first nine months of fiscal 20léspectively.

Income Taxes
Three Months Ended Nine Months Ended
February 28, February 28,
2010 200¢ % Change 2010 2009 % Change
(dollars in millions)
Effective tax rate 25.(% -3.€% 2,86(bps 24.5% 22.1% 24(bps

Our effective tax rate for the third quarter o£f$2009 includes a tax benefit related to chargesrded for the impairment of Umbro’s
goodwill, intangible and other assets. Excluding thx benefit, our effective tax rate for the ¢thjjuarter of fiscal 2009 would have been
23.9%, which is 1.1 percentage points lower thaneffiective tax rate for the third quarter of fis2810. This increase in our effective tax |
in the third quarter of fiscal 2010 was primarityrdoutable to comparison to favorable audit setdats in the third quarter of fiscal 2009,
which more than offset the ongoing reduction in effiective tax rate on operations outside of théédhStates.
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Excluding the tax benefit related to the Umbro impant, the effective tax rate for the first ninemths of fiscal 2009 would have been
25.9%; hence our effective tax rate for the fiisenmonths of fiscal 2010 was 1.4 percentage pdimtsr than the comparable effective tax
rate for the first nine months of fiscal 2009, paitity due to ongoing reduction in the effective taie on operations outside of the United

States.

Futures Orders

Worldwide futures and advance orders for our foaiwsnd apparel, scheduled for delivery from Matobugh July 2010, were 9%
higher than such orders reported for the comparadried of fiscal 2009. This futures growth rateadculated based upon our forecasts o
actual exchange rates under which our revenuedwiitanslated during this period, which approxamairrent spot rates. The net effect of
changes in foreign currency exchange rates coméabapproximately 3 percentage points to the fstgrewth versus the same period in the
prior year. Excluding this currency impact, thergase in futures and advance orders was drivendsgases in unit sales volume for our
footwear products and growth in average unit pidcdoth of our apparel and footwear products. €hasreases are partially offset by a
decrease in our unit sales volume for apparel misdu

The reported futures and advance orders growthtis@cessarily indicative of our expectation ofenewe growth during this period. T
is due to year-over-year changes in shipment timand because the mix of orders can shift betwdearece/futures and at-once orders. In
addition, exchange rate fluctuations as well afedifg levels of order cancellations and discowats cause differences in the comparisons
between advance/futures orders and actual revellaesover, a significant portion of our revenuadt derived from futures and advance
orders, including at-once and closeout sales offNfigotwear and apparel, sales of NIKE equipmentéssizom our Other Businesses and
certain retail sales across all brands.

Operating Segments

In the third quarter of fiscal 2009, the Compangrganized the NIKE Brand into a new model consistifsix geographies. Effective
June 1, 2009, the Company’s new reportable opegratgments for the NIKE Brand became: North Ameii¢astern Europe, Central and
Eastern Europe, Greater China, Japan, and Emekankets. Previously, NIKE Brand operations wereamiged into four regions: U.S.,
Europe, Middle East and Africa (collectively, “EMBAAsia Pacific, and Americas.

As part of our centrally managed foreign excharigle management program, standard foreign curresiteg rare assigned to each NIKE
Brand entity in our geographic operating segmentsaae used to record any non-functional curreeggmues or product purchases into the
entity’s functional currency. Geographic operatiegment revenues and cost of sales reflect useeé tstandard rates. For all NIKE Brand
operating segments, differences between assigaadat foreign currency rates and actual markesrarte included in Corporate together
with foreign currency hedge gains and losses gésfeom our centrally managed foreign exchanderrianagement program.

The breakdown of revenues is as follows:

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes! 2010 2009 % Change Changes!
(dollars in millions)
North America $1,679.. $1,662.¢ 1% 0% $ 4,935.¢ $ 5,082.. -3% -3%
Western Europ 929.2 889.¢ 4% -5% 2,936.( 3,202.: -8% -7%
Central and Eastern Euro 271k 296.5 -8% -18% 818.( 1,068.¢ -23% -21%
Greater Chini 458.( 414.¢ 10% 10% 1,277 .. 1,329.¢ -4% -4%
Japar 213.( 230.1 -1% -10% 621.4 643.7 -3% -12%
Emerging Market: 509.z 355.1 43% 25% 1,485.¢ 1,324. 12% 15%
Global Brand Division: 21.¢ 12.€ 73% 60% 77.5 50.€ 53% 58%
Total NIKE Brand 4,081.¢ 3,861.: 6% 1% 12,151.! 12,701.¢ -4% -4%
Other Businesse 656.( 579.¢ 13% 11% 1,815.! 1,761.: 3% 3%
Corporate2 (4.9 — — — (29.9) — — —
Total NIKE Consolidated Net
Revenues $4,733.(  $4,440.¢ 7% 2% $13,937.. $14,463.. -4% -3%

! Fiscal 2010 results have been restated using 2020 exchange rates for the comparative peri@hi@nce the visibility of the

) underlying business trends excluding the impadbrign currency exchange rate fluctuatic
Corporate primarily consists of results from ountcally managed foreign exchange risk managemegram and foreign currency
gains and losses resulting from the difference betwactual foreign currency rates and standard estsigned to our geographic
operating segment
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The breakdown of earnings before interest and texas follows:

Earning Before Interest and Taxes

Three Months Ended

Nine Months Ended

February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)
North America $402.« $388.] 4% $1,103.f $1,027. 7%
Western Europ 199.2 199.¢ 0% 663.1 706.% -6%
Central and Eastern Euro 50.2 95.C -47% 196.¢ 322.1 -39%
Greater Chin: 175.7 145.c 21% 450.1 419.¢ 7%
Japar 39.7 472 -16% 119.F 140.¢ -15%
Emerging Market: 121.¢ 70.7 72% 379.( 264.¢ 43%
Global Brand Division: (232.7)  (224.7) -4% (589.7) (600.2) 2%
Total NIKE Brand 756.5 721.¢ 5%  2,322.¢ 2,280.¢ 2%
Other Businesse 105.1 (342.9 — 226.¢ (235.0 —
Corporate (198.§)  (140.5) -41% (711.9) (587.%) -21%
Total NIKE Consolidated Earnings Before Interest aml Taxes  $ 662.6 $ 238.< 178% $1,837.¢ $1,458.: 26%
Interest expense (income), 1 $ 0¢ $ 3cC 70% $ 3.8 0§ (12 —
Total NIKE Consolidated Income Before Income Taxes $661.¢ $235.« 181% $1,834.. $1,470.: 25%

Effective June 1, 2009, the primary financial measised by the Company to evaluate performanceddfidual operating segments is
Earnings Before Interest and Taxes (commonly reteto as “EBIT”) which represents net income befoterest expense (income), net and
income taxes in the Unaudited Condensed Consotidattetements of Income. Previously, the Companjuated performance of individual
operating segments based on income before incoms.tRinancial information has been reclassifiedataform to the new primary financial
measure used by the Company. As discussed in Note Operating Segments in the accompanying Notémtudited Condensed
Consolidated Financial Statements, certain corparasts are not included in earnings before intemes income taxes of our operating
segments.

North America
Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:
Footweat $1,186.( $1,198.. -1% -2%  $3,385.( $3,484.¢ -3% -3%
Apparel 408.¢ 386.5 6% 5% 1,293. 1,343.: -4% -4%
Equipment 84.t 77.C 8% 8% 256.4 254.% 1% 1%
Total revenue $1,679.. $1,662.¢ 1% 0% $4,935.t $5,082.! -3% -3%
Earnings Before Interest and Tas $ 402¢ $ 388.1 4% $1,103.f $1,027.. 7%

For the third quarter and the first nine monthfisifal 2010, the decrease in North America footwesenue was primarily attributable
to a low single-digit percentage decline in aversgléng price per pair, as a result of changdabénmix of products sold.
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The year-over-year increase in North America agparenue for the third quarter of fiscal 2010 weilective of a double-digit
percentage increase in average selling price perpartially offset by a high single-digit percage decline in unit sales. Both the increase in
average selling price per unit and the decreaseitrsales were primarily a result of fewer closg-gales compared to the prior year. For the
yearto-date period, the decline in North America’s agb revenues was primarily attributable to a detdibit percentage decrease in unit
sales patrtially offset by the increase in averadlng price per unit. The decrease in unit salas driven by lower sales of NIKE Brand
sportswear products and lower close-out sales ildléncrease in average selling price was a resallower percentage of close-out sales.

For the third quarter of fiscal 2010, the incremsBorth America’s EBIT was primarily the resultiofiproved gross margins, which
more than offset an increase in selling and adinatise expense. For the year-to-date period,tbeease in North America’s EBIT was
primarily a result of an improved gross margin patage and a decrease in selling and administratipense, driven by both a reduction in
demand creation spending and a decline in operatiachead.

Western Europe

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $577.C $532.F 8% 2% $1,727.. $1,794.¢ -4% -3%
Apparel 300.1 302. -1% -10% 1,016.. 1,177 -14% -12%
Equipment 52.1 54.t -4% -14% 192.7 230.t -16% -15%
Total revenue $929.2 $889.4 4% -5%  $2,936.( $3,202. -8% -7%
Earnings Before Interest and Tas $199.2 $199.€ 0% $ 663.1 $ 706.: -6%

On a currency neutral basis, most markets in Wiegtarope experienced lower revenues during thd thuarter and first nine months
of fiscal 2010, reflecting a difficult retail eneinment throughout the geography. Revenues for the & Ireland, the largest market in
Western Europe, grew 10% for the third quarter evhéivenues for the year-to-date period decline@%y

Excluding the changes in currency exchange rdtesjécrease in footwear revenue during the thiedtquand first nine-months of
fiscal 2010 was primarily a result of a mid-sindigit decrease in average selling price per paiultang from higher customer discounts
provided to manage inventory levels. The decreaseérage selling price was partially offset bpwa kingle-digit increase in unit sales
during the third quarter of fiscal 2010.

For the third quarter of fiscal 2010, the decransapparel revenue was primarily driven by a dexlmunit sales while average selling
price per unit remained relatively flat. The deelin unit sales was due to lower sales for mostBNBfand apparel product categories. Fol
yearto-date period, the decrease in apparel revengedvivgen by declines in both unit sales and avesatjeng price per unit. The decline in
unit sales was due to lower sales for most NIKEnBrapparel product categories, while the decreaagdrage selling price per unit was
driven by higher customer discounts.

In the third quarter of fiscal 2010, EBIT for Westdzurope remained flat as improvements in grosgimaercentage were offset by
higher selling and administrative expenses. Foy#dae-to-date period, EBIT decreased at a slighityver rate than revenue as result of lower
selling and administrative expenses, driven by oteduction in demand creation spending and argeicl operating overhead.
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Central and Eastern Europe

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue!
Footweat $158.7 $161.2 -2% -12% $461.€ $ 569.7 -19% -17%
Apparel 93.t 1127 -17% -25% 290.: 409.4 -29% -27%
Equipment 19.2 22.€ -15% -23% 66.1 89.t -26% -21%
Total revenue $271.F $296. -8% -18% $818.( $1,068.¢ -23% -21%
Earnings Before Interest and Tas $ 50.2 $ 95.C -47% $196.¢ $ 322.1 -39%

Economic conditions in Central and Eastern Eur@peained difficult as most markets within the gepbsaexperienced lower revent
for the third quarter and first nine months of &s2010.

The decrease in footwear revenue during the thiedtgr and the first nine months of fiscal 2010 atisbutable to both a decline in
unit sales and average selling price per pair. Baliés declined across most product categoriesd@tisme in average selling price during the
third quarter and first nine months of fiscal 20#s primarily a result of higher discounts providedustomers.

The decline in Central and Eastern Europe’s EBlthathird quarter of fiscal 2010 was a resultovfér revenues, a decline in gross
margin percentage and higher selling and admitilsér@xpense. The decline in gross margin percentaas primarily attributable to less
favorable year-over-year standard currency rategedisas increased discounts provided to custonTdrs.increase in selling and
administrative expense during the third quarter prasarily due to a comparison against scaled lagckand creation investment levels
during the same period in fiscal 2009 and an irm@éa bad debt expense during the third quartéscdl 2010. For the year-to-date period,
the decline in Central and Eastern Europe’s EBI$ pramarily a result of lower revenues and grossgngpercentage. On a currency neutral
basis, selling and administrative expenses wetddiahe year-to-date period.

Greater China

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue!
Footweat $279.C $249.¢ 12% 11% $ 706.¢ $ 723.1 -2% -3%
Apparel 153.f  142.¢ 8% 7% 491.¢ 524.t -6% -71%
Equipment 25.5 22.F 13% 13% 79.1 82.( -4% -4%
Total revenue $458.C $414.¢ 10% 1% $1,277.« $1,329.¢ -4% -4%
Earnings Before Interest and Tas $175.7 $145.: 21% $ 450.1 $ 419.¢ 7%

Greater China continued to show improvement asge® increased by 10% during the third quartertf®ear-to-date period, the
decrease in revenues for Greater China was priyrettiibutable to comparisons to strong revenuevgron the first half of fiscal 2009,
driven by the 2008 Beijing Olympics.
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For the third quarter of fiscal 2010, the incre@mstotwear revenue was primarily attributable tmia single-digit increase in unit sales,
mostly driven by higher sales of running produEts: the year-to-date period, the decrease in foatwevenue was mainly due to a low
single-digit decrease in unit sales while averagkng price remained flat.

The increase in apparel revenue for the third guavas mainly attributable to single digit incremaseboth unit sales and average sel
price per unit. The decrease in apparel revenuthéyear-to-date period was primarily due to didedn unit sales across most major
categories.

In the third quarter of fiscal 2010, EBIT for GreaChina increased at a faster rate than revenaeesilt of higher gross margins,
which more than offset higher selling and admiaiéte expense. For the year-to-date period, the@se in EBIT for Greater China was
primarily a result of lower demand creation spegdirimarily attributable to comparisons againgthleir prior year spending around the 2008
Beijing Olympics, and an improvement in gross maggrcentage.

Japan
Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue!
Footweat $102.¢ $109.2 -6% -9%  $304.2 $300.¢ 1% -7%
Apparel 86.¢ 95.4 -9% -12% 251.¢ 276.] -9% -17%
Equipment 23.2 25.5 -9% -11% 65.€ 67.C -2% -10%
Total revenue $213.C $230.1 -7% -10%  $621.« $643.7 -3% -12%
Earnings Before Interest and Tas $39.7 $47.: -16% $119.5  $140. -15%

Excluding changes in currency exchange rates, footiwear and apparel revenues in Japan declinedgltire third quarter and first
nine months of fiscal 2010 due to decreases ingaéts across most major categories. The declirevenues was reflective of a difficult and
highly promotional marketplace in Japan.

For the third quarter of fiscal 2010, the decréastapan’s EBIT was primarily the result of lowewvenues and higher selling and
administrative expense, partially offset by an ioyad gross margin percentage driven by an impromeimeyear-overyear standard curren
rates. Selling and administrative expenses weteehifpr the third quarter primarily due to highenehnd creation spending. For the year-to-
date period, the decline in EBIT was primarily dodower revenues which more than offset improveasg margins. Excluding changes in
currency exchange rates, selling and administratkgnse for the year-to-date period remained/éiegus the prior year.
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Emerging Markets

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue!
Footweat $352.2 $230.¢ 53% 34% $1,001.. $ 856.] 17% 20%
Apparel 119.2 90.1 32% 15% 369.¢ 342.1 8% 12%
Equipment 37.€ 34.1 10% -5% 114.¢ 125.¢ -9% -6%
Total revenue $509.2 $355.] 43% 25% $1,485.¢ $1,324. 12% 15%
Earnings Before Interest and Tas $121.¢ $ 70.% 72% $ 379.C $ 264.¢ 43%

Excluding changes in currency exchange rates, alkets in the Emerging Markets geography repoggdnue growth for the third
quarter and first nine months of fiscal 2010, lgdBpazil, Mexico and Korea.

For the third quarter and first nine months ofdis2010, footwear revenue growth was primarily enivoy double-digit growth in unit
sales and a high-single digit increase in averatimg price per pair during the third quarter.

For the third quarter and first nine months ofdis2010, the increase in Emerging Markets’ EBIT wamarily the result of revenue
growth combined with lower selling and administratexpense, which more than offset a decreasessgnargin percentage. The decrea
selling and administrative expense for both thedthuarter and year-to-date period was primarily ttulower operating overhead expense.
The decline in gross margin was primarily due &slavorable year-over-year standard currency,rateish more than offset improved in-

line product margins.

Global Brand Divisions

Three Months Ended Nine Months Ended
February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue! $ 216 $ 12 73% 60% $ 775 $ 50.t 53% 58%
Earnings (Loss) Before Interestand Te  (232.7%) (224.9) -4% (589.2)  (600.2 2%

Global Brand Divisions consist primarily of NIKE &mud licensing businesses that are not part of grgpbic operating segment;
selling, general and administrative expenses tteatentrally managed for the NIKE Brand; and castociated with our product developn

and supply chain operations.

The increase in Global Brand Division revenuesmduthe third quarter and first nine months of fi2@10 was primarily attributable to
a higher level of licensing revenues compared ¢écstime periods in the prior year.

For the third quarter of fiscal 2010, the increimsthe loss before interest and taxes was primdirily to increases in centrally managed
demand creation expense and performance-based neatjpn. For the year-to-date period, the decrizatf® loss before interest and taxes
was primarily a result of higher licensing revenuekich more than offset the increase in sellind administrative expense.
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Other Businesses

Three Months Ended

Nine Months Ended

February 28, February 28,
% Change % Change
Excluding Excluding
Currency Currency
2010 2009 % Change Changes 2010 2009 % Change Changes
(dollars in millions)
Revenue! $656.C $579.¢ 13% 11% $1,815.! $1,761.: 3% 3%
Earnings Before Interest and Ta 105.1 (342.9 — 226.¢ (235.0 —

Our Other Businesses are comprised of Cole Haamveé®se, Hurley, NIKE Golf and Umbro. For the thipdarter of fiscal 2010, the
increase in Other Businesses’ revenue was primariven by revenue growth at Umbro, Converse anddyguwhile revenues at NIKE Golf
and Cole Haan remained essentially flat. For ttae-ye-date period, the increase in revenues wasityy revenue growth at Converse,

Umbro and Hurley, which more than offset lower maves at NIKE Golf and Cole Haan.

In the third quarter of fiscal 2009, EBIT for outh@r Businesses included a $401.3 million pre-@ax-cash charge relating to the
impairment of goodwill, intangible and other ass#t§/mbro. Excluding this impairment charge, EBbF bur Other Businesses would have
increased 80% and 36%, respectively, for the thirarter and year-to-date periods of fiscal 201@& eessult of higher revenues and lower

demand creation spending.
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Corporate
Three Months Ended Nine Months Ended
February 28, February 28,
2010 2009 % Change 2010 2009 % Change
(dollars in millions)
Revenue: $ 49 $ — — $(299 $ — —
Earnings (Loss) Before Interest and Ta (198.9) (140.5 -41% (711.9 (587.9) -21%

Corporate consists of unallocated general and dsirative expenses, which includes expenses asedaidth centrally managed
departments, depreciation and amortization relatéde Company’s corporate headquarters, unallddateirance and benefit programs,
certain foreign currency gains and losses, inclyitiedge gains and losses, corporate eliminatiot®ter items.

Foreign currency gains and losses include conveigéins and losses generated by our centrally neahfageign exchange risk
management program and other conversion gainsossdd. Foreign currency gains and losses alsaegains and losses resulting from the
difference between actual foreign currency ratesstandard rates assigned to each entity in NIK&h8igeographic operating segments
together with centrally managed foreign currencgdeegains and losses.

For the third quarter of fiscal 2010, the incregms€orporate’s loss before interest and taxes wiasapily attributable to an increase in
performance-based compensation. For the year-®ogiatod, the increase in the loss before intenedttaxes was primarily driven by an
increase in net foreign currency losses generatedibcentrally managed foreign exchange risk mamaant program and other net
conversion losses, and an increase in performaasedbcompensation.

Foreign Currency Exposures and Hedging Practices
Overview

As a global company with significant operationssidg the U.S., in the normal course of businesan@exposed to risk arising from
changes in currency exchange rates. Foreign cyrfretuations affect the recording of transactiosisch as sales, purchases and
intercompany transactions denominated in non-foneli currencies and the translation of foreignency denominated results of operations,
financial position and cash flows into U.S. dollérs consolidated reporting. Our primary foreignremcy exposures are related to U.S. dollar
transactions at wholly-owned foreign subsidiarésyvell as transactions and translation of resi@dteminated in the Euro, British Pound,
Chinese Renminbi and Japanese Yen.

Our foreign exchange risk management program énded to minimize both the positive and negatifeces of currency fluctuations
on our reported consolidated results of operatifinancial position and cash flows. This also Haseffect of delaying the impact of current
market rates on our consolidated financial statéseiependent upon hedge horizons. We manage dtoiédn exchange risk centrally on a
portfolio basis, to manage those risks that areeri@tto NIKE, Inc. on a consolidated basis. We agmthese exposures by taking advantage
of natural offsets and currency correlations thxigtevithin the portfolio, and by hedging remaininmaterial exposures, where practical, using
derivative instruments such as forward contracts@ations. The Company’s hedging policies are daesigo partially or entirely offset
changes in the underlying exposures being hedgeddadhot hold or issue derivative financial instants for speculative trading purposes.

Transactional exposures

We transact business in various currencies and signdicant revenues and costs denominated ireogies other than the functional
currency of the relevant subsidiary, which subjest$o foreign currency risk. Our most significainsactional foreign currency exposures
are:

1. Inventory Purchases - Most of our inventory pases around the world are denominated in U.SamolThis generates foreign
currency exposures for all subsidiaries with a fiomal currency other than the U.S. dollar. A wadldeS. dollar reduces the
inventory cost in the purchasing subsid’s functional currency whereas a stronger U.S. doilzreases the inventory co

2. Non-Functional Currency Revenues - A portion of oursééen Europe geography revenues are earned imcigseother than the
Euro (e.g. British Pound), but are recognized sulzssidiary that uses the Euro as its functionalenary, generating foreign
currency exposurt

3. Other Revenues and Costs - Non-functional cayreavenues and costs, such as endorsement csniraetcompany royalties
and other payments, generate foreign currencytoisklesser exten
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4. Non-functional currency assets and liabilities - Olab@l subsidiaries have various assets and ligds|iprimarily receivables and
payables that are denominated in currencies dtlaertheir functional currency. These balance sitemis are subject to re-
measurement which may create fluctuations in atiemme, net within our consolidated results of aiens.

Managing transactional exposures

Transactional exposures are managed on a portfats within our foreign currency risk managemengpam. As of February 28,
2010, we use currency forward contracts and optigtis maturities up to 21 months to hedge the eftéexchange rate fluctuations on
probable forecasted future cash flows, including-functional currency revenues and expenses. Tdresaccounted for as cash flow hedges
in accordance with the accounting standards fdwatves and hedging. The fair value of these imsgnts at February 28, 2010 and May 31,
2009 was $160.0 million and $248.0 million in assatd $19.7 million and $12.2 million in liabiliserespectively. The effective portion of
the changes in fair value of these instrumentspented in other comprehensive income (“OCI”), mponent of shareholders’ equity, and
reclassified into earnings in the same financiateshent line item and in the same period or perihighg which the related hedged
transactions affect earnings. The ineffective partvas immaterial for the three months ended Fepr2@, 2010 and a gain of $5.2 million
for the nine months ended February 28, 2010. Té#dative portion was immediately recognized inn&ags as a component of other incol
net. Ineffectiveness was not material for the tlznee nine months ended February 28, 2009.

Certain currency forward contracts used to managgdgn exchange exposure of non-functional currerssets and liabilities subject to
re-measurement are not designated as hedges tiedsrdounting standards for derivatives and hed@indpese cases, the change in value of
the instruments is intended to offset the foreigmency impact of the re-measurement of the relasset or liability. The fair value of these
instruments at February 28, 2010 and May 31, 2608,$16.4 million and $13.2 million in assets a@8.% million and $34.3 million in
liabilities, respectively. The change in valuelodde instruments is immediately recognized in egmiThe impact of such instruments is
included in other income, net and aims to offsediffn currency re-measurement gains and lossém@Xposures being hedged.

Refer to Note 11 - Risk Management and Derivatimghe accompanying Notes to the Unaudited Conake@smsolidated Financial
Statements for additional quantitative detail.

Translational exposures

Substantially all of our foreign subsidiaries operia functional currencies other than the U.SlastoFluctuations in currency exchange
rates create volatility in our reported resultsvasare required to translate the balance sheetsparational results of these foreign currency
denominated subsidiaries into U.S. dollars for otidated reporting. The translation of foreign sdteies nont.S. dollar balance sheets i
U.S. dollars for consolidated reporting resultaioumulative translation adjustment to OCI withiaholders’ equity. In preparing our
consolidated statements of income, foreign exchaaigefluctuations impact our operating resultthasrevenues and expenses of our foreign
operations are translated into U.S. dollars. Ingdiaion, a weaker U.S. dollar in relation to fgrefunctional currencies benefits our
consolidated earnings whereas a stronger U.S.rdeluces our consolidated earnings. The impafdrefgn exchange rate fluctuations on
translation of our consolidated revenues and incbefere income taxes was net translation benddirifdent) of approximately $211 million
and $42 million, respectively, for the three morghsled February 28, 2010 and approximately ($20ipmand ($26) million, respectively,
for the three months ended February 28, 2009. fipact of foreign exchange rate fluctuations onttheslation of our consolidated revenues
and income before income taxes was net translétieimiment) benefit of approximately ($52) milliamd ($4) million, respectively, for the
nine months ended February 28, 2010 and approxXiyrti€3 million and $70 million, respectively, ftte nine months ended February 28,
20009.

Managing translational exposures

To minimize the impact of translating foreign curtg denominated revenues and expenses into U.[arslfdr consolidated reporting,
certain foreign subsidiaries use excess cash hpae U.S. dollar denominated available-for-salestments. The variable future cash flows
associated with the purchase and subsequent stilesaf U.S. dollar denominated securities atdd@-dollar functional currency subsidiar
creates a foreign currency exposure that qualifieeedge accounting under the accounting standardierivatives and hedging. We utilize
forward contracts and options to partially, or i, hedge the variability of the forecasted fetpurchases and sales of these U.S. dollar
investments. This has the effect of partially atisg the year-over-year foreign currency transiaiimpact on net earnings in the period the
investments are sold. Hedges of available-for-salestments are accounted for as cash flow heddnesfair value of instruments used in this
manner at February 28, 2010 and May 31, 2009 wa93%6illion and $103.6 million in assets and $1i8iom and $0 in liabilities,
respectively. The effective portion of the change&ir value of these instruments is reported @l @nd reclassified into earnings in other
income, net in the period during which the hedgeallable-for-sale investment is sold and affectmiegs. Any ineffective portion, which
was not material for any period presented, is imatety recognized in earnings as a component afraticome, net.
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We estimate that the combination of translatiofoogign currency-denominated profits from our inttional businesses and the year-
over-year change in foreign currency related gaioleided in other income, net had a favorable imp&approximately $23 million and $5
million on our income before income taxes for thied quarter and first nine months of fiscal 20ddspectively.

Refer to Note 11 - Risk Management and Derivatimghe accompanying Notes to the Unaudited Conak@smsolidated Financial
Statements for additional quantitative detail.

Net investmentsin foreign subsidiaries

We are also exposed to the impact of foreign exgbdiuctuations on our investments in wholly-owriekign subsidiaries
denominated in a currency other than the U.S. dalthich could adversely impact the U.S. dollarueabf these investments and therefore
value of future repatriated earnings. During fis2@08, we began to hedge certain net investmeiitiggesin Eurofunctional currency foreig
subsidiaries to mitigate the effects of foreignteatege fluctuations on net investments, with theatfof preserving the value of future
repatriated earnings. In accordance with the adomyistandards for derivatives and hedging, thectiffe portion of the change in fair value
of the forward contracts designated as net investimedges is recorded in the cumulative translajostment component of accumulated
other comprehensive income. Any ineffective portihich was not material for any period presenie@nmediately recognized in earnings
as a component of other income, net. To minimieglicrisk, we have structured these net investrhedges to be generally less than six
months in duration. Upon maturity, the hedges attesl based on the current fair value of the feda@ntracts with the realized gain or loss
remaining in OCI; concurrent with settlement, wéeeinto new forward contracts at the current marate. The fair value of outstanding net
investment hedges at February 28, 2010 and Mag2®19 were net assets of $50.7 million and netlltas of $22.4 million, respectively.
Cash flows from net investment hedge settlememidei ($49.1) million and $226.9 million in the aimonth periods ended February 28,
2010 and 2009, respectively.

Liquidity and Capital Resources
Cash Flow Activity

Cash provided by operations was $1,889.0 milliarttie first nine months of fiscal 2010, compare®®62.4 million for the first nine
months of fiscal 2009. Our primary source of opagatash flow for the first nine months of fisc&l1® was net income of $1.4 billion as w
as positive cash flows from working capital. Ourrliing capital during the first nine months of fis@810 provided a net positive cash flow
of $30.4 million as compared to a net cash outitdB995.7 million during the same period in theopsiear. The increase in cash flows from
working capital was primarily due to a decreasadoounts receivable and inventories, reflectiviwkr revenues and tighter inventory bu
partially offset by a decrease in accrued lialeitdue primarily to cash payments of severance celsiting to our fiscal 2009 restructuring.

Cash used by investing activities was $964.0 mmilfizr the first nine months of fiscal 2010, comphte $201.7 million for the first nine
months of fiscal 2009. The year-over-year incregas primarily due to net purchases of shertn investments of $678.1 million (net of se
and maturities) in the first nine months of fis28lL0 compared to $65.5 million in net purchaseshoftterm investments during the first n
months of fiscal 2009. Also contributing to the rreaer-year increase in cash used by investingities was payments of $49.1 million for
the settlement of net investment hedges comparptbteeds of $226.9 million from the settlementef investment hedges in the prior year
period.

Cash used by financing activities was $909.3 nrilfior the first nine months of fiscal 2010 compate&657.1 million used in the first
nine months of fiscal 2009. The increase in cagh lxy financing activities was primarily due to agments of notes payable and long-term
debt in the first nine months of fiscal 2010 congohio increases in short-term borrowings in fi09.

In the first nine months of fiscal 2010, we purdts8.4 million shares of NIKE's Class B common ktfar $538.0 million. During the
third quarter of fiscal 2010, we concluded our jwas four-year, $3 billion share repurchase prograpproved by the Board of Directors in
June 2006. During this program, we repurchasetbddb53.9 million shares.

Having completed the previous program, we begauroiases under the four-year, $5 billion prograpreyped by our Board of
Directors in September 2008 during the third quartdiscal 2010. Of the total shares repurchasathd the first nine months of fiscal 2010,
3.7 million shares for $239.2 million were purchéiseder this program. We continue to expect fundihghare repurchases will come from
operating cash flow, excess cash, and/or debttifrtieg and the amount of shares purchased willibetkd by our capital needs and stock
market conditions.

Dividends declared per share of common stock feithird quarter of fiscal 2010 were $0.27, compdoe$0.25 in the third quarter of
fiscal 2009.

32



Table of Contents

Contractual Obligations

There have been no significant changes to the actntal obligations reported in our Annual Reporfanm 10-K for the fiscal year
ended May 31, 2009.

The total liability for uncertain tax positions w@251.7 million, excluding related interest and gdées, at February 28, 2010. We are
not able to reasonably estimate when or if casimgas of the long-term liability for uncertain tpgsitions will occur.

Capital Resources

In December 2008, we filed a shelf registrationesteent with the Securities and Exchange Commissnaier which $760 million in
debt securities may be issued. As of February @802no debt securities had been issued undestiki§ registration.

We also have a committed $1.0 billion revolvingdiréacility in place with a group of banks thatsisheduled to mature in December
2012. As of February 28, 2010, we had no amourtttanding under this facility. Our long-term senimisecured debt ratings remain at A+
and Al from Standard and Poor’s Corporation and dytolnvestor Services, respectively.

Liquidity is also provided by our $1 billion comnoél paper program. We had no amounts outstandidgnthis program as of
February 28, 2010. We currently have short-ternt detings of A1 and P1 from Standard and Poor’'spGation and Moody’s Investor
Services, respectively.

Despite recent uncertainties in the financial meski® date we have not experienced difficulty astey the credit markets or incurred
higher interest costs. Future volatility in the italpmarkets, however, may increase costs assooieith issuing commercial paper or other
debt instruments or affect our ability to accesséhmarkets. We believe that current cash and-ghrontinvestment balances and cash
generated by operations, together with accesstérred sources of funds as described above, wilufficient to meet our operating and
capital needs in the foreseeable future.

Recently Adopted Accounting Standards

In February 2010, the Financial Accounting Standd@dard (“FASB”) issued amended guidance on sulesggvents. Under this
amended guidance, SEC filers are no longer reqtiréisclose the date through which subsequentteVeve been evaluated in originally
issued and revised financial statements. This guielavas effective immediately and we adopted theserequirements for the period ended
February 28, 2010.

In June 2009, the FASB established the FASB Acdogritandards Codification (the “Codification”) e single source of
authoritative U.S. generally accepted accountimgciples (“GAAP”) for all non-governmental entitiefhe Codification, which launched
July 1, 2009, changes the referencing and orgaoirzaf accounting guidance. The Codification becaffective for us beginning
September 1, 2009. The issuance of FASB Codifinatid not change GAAP and therefore the adoptiandmly affected how specific
references to GAAP literature are disclosed innbkes to our consolidated financial statements.

In April 2009, the FASB updated guidance relatethiovalue measurements to clarify the guidandatee to measuring fair-value in
inactive markets, to modify the recognition and surament of other-than-temporary impairments ot deburities, and to require public
companies to disclose the fair values of finanicisfruments in interim periods. This updated guaabecame effective for us beginning
June 1, 2009. The adoption of this guidance dichagt an impact on our consolidated financial pasior results of operations. See Note 5-
Fair Value Measurements in the notes to the Unaddtondensed Consolidated Financial Statementhdatisclosure required under the
updated guidance.

In June 2008, the FASB issued new accounting gaielapplicable when determining whether instrumgrasted in share-based
payment transactions are participating securifiegs guidance clarifies that share-based paymeatdsithat entitle their holders to receive
non-forfeitable dividends before vesting shoulcdtbasidered participating securities and includethéxcomputation of earnings per share
pursuant to the two-class method. This guidancarheceffective for us beginning June 1, 2009. Tteptdn of this guidance did not have a
material impact on our consolidated financial gosior results of operations.

In April 2008, the FASB issued amended guidanceandigg the determination of the useful life of imgigble assets. The guidance
amends the factors that should be considered ielojgwmg renewal or extension assumptions usedtermée the useful life of a recognized
intangible asset. The intent of the position igiprove the consistency between the useful lifa ofcognized intangible asset and the period
of expected cash flows used to measure the faieval the asset. This guidance became effectivasdreginning June 1, 2009. The adoption
of this guidance did not have a material impacbonconsolidated financial position or results pémtions.

33



Table of Contents

In December 2007, the FASB issued amended guidagesding business combinations, establishing jmies and requirements for
how an acquirer recognizes and measures identfiadgets acquired, liabilities assumed, any reguifoodwill, and any non-controlling
interest in an acquiree in its financial statemenkss guidance also provides for disclosures mbémusers of the financial statements to
evaluate the nature and financial effects of armss combination. This amended guidance becansieffdor us beginning June 1, 2009.
The adoption of this amended guidance did not laavienpact on our consolidated financial statemdntscould impact the accounting for
future business combinations.

In December 2007, the FASB issued new guidancedagathe accounting and reporting for non-coningilinterests in subsidiaries.
This guidance clarifies that non-controlling intsiein subsidiaries should be accounted for asrgoaent of equity separate from the
parent’s equity. This guidance became effectivaifobeginning June 1, 2009. The adoption of thidamce did not have an impact on our
consolidated financial position or results of opierss.

Recently | ssued Accounting Standards

In January 2010, the FASB issued guidance to arntfendisclosure requirements related to recurrirdyreonrecurring fair value
measurements. The guidance requires disclosuraradfers of assets and liabilities between Lewaid Level 2 of the fair value measuren
hierarchy, including the reasons and the timintheftransfers and information on purchases, sa®sance, and settlements on a gross basis
in the reconciliation of the assets and liabilitiesasured under Level 3 of the fair value measunehmierarchy. This guidance is effective for
us beginning March 1, 2010. We do not expect tlopton will have an impact on its consolidated fingl position or results of operations.

In October 2009, the FASB issued new standardgdivided the guidance for revenue recognition witlitiple deliverables. These ne
standards impact the determination of when theviddal deliverables included in a multiple-elemamangement may be treated as separate
units of accounting. Additionally, these new staddamodify the manner in which the transaction aerstion is allocated across the
separately identified deliverables by no longeng#ing the residual method of allocating arrangahwnsideration. These new standard:
effective for us beginning June 1, 2011. We doaxptect the adoption will have a material impacbanconsolidated financial positions or
results of operations.

In June 2009, the FASB issued a new accountinglatdrthat revised the guidance for the consolidatiovariable interest entities
(“VIE"). This new guidance requires a qualitatiyepaoach to identifying a controlling financial inést in a VIE and requires an ongoing
assessment of whether an entity is a VIE and wheithénterest in a VIE makes the holder the printageficiary of the VIE. This guidance
is effective for us beginning June 1, 2010. Wecameently evaluating the impact of the provisiofishis new standard.

Critical Accounting Policies

Our discussion and analysis of our financial caaditind results of operations are based upon msdiolated financial statements,
which have been prepared in accordance with US GAAR preparation of these financial statementsires us to make estimates and
judgments that affect the reported amounts of askabilities, revenues and expenses, and reliisaibsure of contingent assets :
liabilities.

We believe that the estimates, assumptions andrjadts involved in the accounting policies descriteithe “Management’s
Discussion and Analysis of Financial Condition &®bults of Operations” section of our most recemt#al Report on Form 10-K have the
greatest potential impact on our financial statetsieso we consider these to be our critical acéogmgolicies. Actual results could differ
from the estimates we use in applying our critaatounting policies. We are not currently awararof reasonably likely events or
circumstances that would result in materially diéigt amounts being reported.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There have been no material changes from the irgftiom previously reported under Item 7A of our AahReport on Form 10-K for
the fiscal year ended May 31, 2009.

Item 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaetdisclosed in our Exchange ,
reports is recorded, processed, summarized andteepwithin the time periods specified in the Sé&e@s and Exchange Commission’s rules
and forms and that such information is accumulatedicommunicated to our management, including dief@Executive Officer and Chief
Financial Officer, as appropriate, to allow for &y decisions regarding required disclosure. Irigieéssg and evaluating the disclosure
controls and procedures, management recognizeartlgatontrols and procedures, no matter
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how well designed and operated, can provide ordgarable assurance of achieving the desired catijettives, and management is
required to apply its judgment in evaluating thetdeenefit relationship of possible controls andcgdures.

We carry out a variety of on-going procedures urtlersupervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer, teaduate the effectiveness of the design and omerati our disclosure controls and
procedures. Based on the foregoing, our Chief BikexOfficer and Chief Financial Officer conclud#tht our disclosure controls and
procedures were effective at the reasonable assutavel as of February 28, 2010.

There has been no change in our internal contret fimancial reporting during our most recent flapaarter that has materially affect
or is reasonably likely to materially affect, ontdrnal control over financial reporting.
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Special Note Regarding Forward-Looking Statements
and Analyst Reports

Certain written and oral statements, other thaelgthristorical information including estimates, jgtions, statements relating to
NIKE's business plans, objectives and expected opgregsults, and the assumptions upon which thosensémts are based, made or
incorporated by reference from time to time by NIKiHts representatives in this report, other regpdilings with the Securities and Exchal
Commission, press releases, conferences, or otberatie “forward-looking statements” within the mieg of the Private Securities
Litigation Reform Act of 1995 and Section 21E of tRecurities Exchange Act of 1934, as amended. &drlwoking statements include,
without limitation, any statement that may prediotecast, indicate, or imply future results, pemance, or achievements, and may contain
the words “believe,” “anticipate,” “expect,” “estate,” “project,” “will be,” “will continue,” “will likely result,” or words or phrases of similar
meaning. Forward-looking statements involve rigkd ancertainties which may cause actual resultifter materially from the forward-
looking statements. The risks and uncertaintieslatailed from time to time in reports filed by NEKvith the Securities and Exchange
Commission, including Forms 8-K, 10-Q, and 10-Kd &mclude, among others, the following: internadibmational and local general
economic and market conditions; the size and grafthe overall athletic footwear, apparel, andipment markets; intense competition
among designers, marketers, distributors and sedfeathletic footwear, apparel, and equipmentfmrsumers and endorsers; demographic
changes; changes in consumer preferences; poguwéaparticular designs, categories of productsl, sports; seasonal and geographic
demand for NIKE products; difficulties in anticifyad or forecasting changes in consumer preferemoesumer demand for NIKE products,
and the various market factors described abovécdifies in implementing, operating, and maintampiNIKE's increasingly complex
information systems and controls, including, withlbmitation, the systems related to demand anglsuplanning, and inventory control;
fluctuations and difficulty in forecasting operairesults, including, without limitation, the fabtat advance “futures” orders may not be
indicative of future revenues due to changes ipraknt timing, and the changing mix of futures andrece orders; the ability of NIKE to
sustain, manage or forecast its growth and invergpthe size, timing and mix of purchases of NI&Rfoducts; new product development
and introduction; the ability to secure and protestiemarks, patents, and other intellectual ptgpmrformance and reliability of products;
customer service; adverse publicity; the loss grigicant customers or suppliers; dependence drildlisors; business disruptions; increased
costs of freight and transportation to meet dejivdgadlines; changes in business strategy or dewalot plans; general risks associated with
doing business outside the United States, inclydisitnout limitation, exchange rate fluctuationspiort duties, tariffs, quotas and political
and economic instability; changes in governmenalagns; liability and other claims asserted agaMIKE; the ability to attract and retain
qualified personnel; and other factors referenaedanrporated by reference in this report and ioteports.

The risks included here are not exhaustive. Othetians of this report may include additional fastahich could adversely affect
NIKE’s business and financial performance. MoreoveKEbperates in a very competitive and rapidly cliag@nvironment. New risk
factors emerge from time to time and it is not gdesfor management to predict all such risk fagtaor can it assess the impact of all such
risk factors on NIKE’s business or the extent tackhany factor, or combination of factors, may @astual results to differ materially from
those contained in any forward-looking stateme@tsen these risks and uncertainties, investorslghmat place undue reliance on forward-
looking statements as a prediction of actual result

Investors should also be aware that while NIKE déesn time to time, communicate with securitieglgsts, it is against NIKE's
policy to disclose to them any material noublic information or other confidential commeradiaflormation. Accordingly, shareholders sho
not assume that NIKE agrees with any statemergport issued by any analyst irrespective of theetrof the statement or report.
Furthermore, NIKE has a policy against issuinganfitming financial forecasts or projections issumdothers. Thus, to the extent that
reports issued by securities analysts contain aojgqtions, forecasts or opinions, such reportatehe responsibility of NIKE.
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Part Il - Other Information

Item 1. Legal Proceedings

There have been no material developments with otspehe information previously reported undertPatem 3 of our Annual Report
on Form 10-K for the fiscal year ended May 31, 2009

Item 1A. Risk Factors

There have been no material changes in our rigkrfaérom those disclosed in Part I, Item IA, of dunnual Report on Form 10-K for
the fiscal year ended May 31, 2009.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table presents a summary of sharengmses made by NIKE during the quarter endeduaep28, 2010. In September
2008, our Board of Directors approved a new $5dpilshare repurchase program. During the quargedfebruary 28, 2010, the Company
concluded its previous four-year, $3 billion shegpurchase program and began repurchases undeth®ur-year, $5 billion program.

Total Number of Shares Maximum Dollar Value of
Purchased as Part of Shares that May Yet Be
Total Number of Sharet Average Price Paid Pe Publicly Announced Plans Purchased Under the
Period Purchased Share or Programs Plans or Programs
(in millions)
December -31, 200¢ 1,800,001 $ 64.4¢ 1,800,001 $ 4,975.1
January -31, 201C 1,550,001 $ 64.41 1,550,001 $ 4,875.4
February -28, 201C 1,784,09; $ 63.4¢ 1,784,09; $ 4,762..
Total 5,134,09: $ 64.0¢ 5,134,09:
Item 6. Exhibits
(a) EXHIBITS:
3.1 Restated Articles of Incorporation, as amendedfinorated by reference from Exhibit 3.1 to the Camps Quarterly Report
on Form 1-Q for the fiscal quarter ended August 31, 20
3.2 Third Restated Bylaws, as amended (incorporatesfgyence from Exhibit 3.2 to the Company’s Curiig@aport on Form 8-K
filed February 16, 2007
4.1 Restated Articles of Incorporation, as amended Eséubit 3.1).
4.2 Third Restated Bylaws, as amended (see Exhibit
31.1 Rule 13(a-14(a) Certification of Chief Executive Office
31.2 Rule 13(a-14(a) Certification of Chief Financial Office
32.1 Section 1350 Certificate of Chief Executive Offic
32.2 Section 1350 Certificate of Chief Financial Offic

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Extension Schema Documg

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuitn
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenty
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

NIKE, Inc.
an Oregon Corporatic

/s/ DoNALD W. B LAIR
Donald W. Blair
Chief Financial Officer

DATED: April 7, 2010
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EXHIBIT 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 2002

I, Mark G. Parker, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of NIKE, Inc.;

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15(c-15(f)) for the registrant and hav

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financiglomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuram@adang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: April 7, 2010.

/s MARK G. PARKER
Mark G. Parker
Chief Executive Officer




EXHIBIT 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 2002

I, Donald W. Blair, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of NIKE, Inc.;

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15(c-15(f)) for the registrant and hav

a) designed such disclosure controls and procedaresiused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) designed such internal control over financiglomting, or caused such internal control over fgiahreporting to be designed under
our supervision, to provide reasonable assuram@adang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentisiksineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; ant

d) disclosed in this report any change in the temi's internal control over financial reportirftat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weases in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) any fraud, whether or not material, that invelmeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: April 7, 2010

/s/ DoNALD W. B LAIR
Donald W. Blair
Chief Financial Officer




EXHIBIT 32.1

Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, as createdcbjdd 906 of the Sarbanes-Oxley Act of 2002, tha@eusigned officer of NIKE, Inc.
(the “Company”) hereby certifies, to such officekisowledge, that:

() the Quarterly Report on Form 10-Q of the Comptor the fiscal quarter ended February 28, 206 (Report”) fully complies
with the requirements of Section 13(a) or Sectib(d), as applicable, of the Securities ExchangeoAd934, as amended; a

(i) the information contained in the Report faigyesents, in all material respects, the finaraaldition and results of operations of
the Company

Date: April 7, 2010

/sl  MARK G. PARKER
Mark G. Parker
Chief Executive Officer

A signed original of this written statement reqdil®y Section 906 has been provided to NIKE, Ind wiil be retained by NIKE, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.



EXHIBIT 32.2

Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, as createdcbtjdd 906 of the Sarbanes-Oxley Act of 2002, tha@eusigned officer of NIKE, Inc.
(the “Company”) hereby certifies, to such officekisowledge, that:

() the Quarterly Report on Form 10-Q of the Comptor the fiscal quarter ended February 28, 206 (Report”) fully complies
with the requirements of Section 13(a) or Sectib(d), as applicable, of the Securities ExchangeoAd934, as amended; a

(i) the information contained in the Report faigyesents, in all material respects, the finaraaldition and results of operations of
the Company

Date: April 7, 2010

/s/ DoONALD W. B LAIR
Donald W. Blair
Chief Financial Officer

A signed original of this written statement reqdil®y Section 906 has been provided to NIKE, Ind wiil be retained by NIKE, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon reque:



