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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 August 31, 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 lsmstted electronically and posted on its corpo¥atb 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 filer X] Accelerated filer Non-accelerated fileif Smaller Reporting CompaniZ
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). YesO No
Shares of Common Stock outstanding as of Augus?@10 were:

Class A 89,989,44
Class B 387,883,16

477,872,61
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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
Gooduwill (Note 3)
Deferred income taxes and other I-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 90.0 million shares outstand
Class B- 387.9 and 394.0 million shares outstanc
Capital in excess of stated val
Accumulated other comprehensive income (Not
Retained earning
Total shareholders’ equity
Total liabilities and shareholders’ equity

The accompanying Notes to Unaudited Condensed Gdata Financial Statements are an integral gfdtis statement.
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August 31
May 31,
2010 2010

(in millions)
$ 2,01C $ 3,07¢
2,67¢ 2,067
2,791 2,65(
2,21(C 2,041
25¢ 24¢
58: 872
10,53: 10,95¢
4,53t 4,39(
2,56( 2,45¢
1,97¢ 1,93
47C 467
192 18¢€
882 873
$14,05. $14,41¢
$ 132 $ 7
10¢ 13¢
1,101 1,25¢
1,69¢ 1,90¢
104 59
3,14: 3,364
34z 44¢€
907 85¢E
3 3
3,50¢ 3,441
13¢€ 21F
6,011 6,09¢
9,66(  9,75¢
$14,05. $14,41¢
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NIKE, Inc.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME

Three Months Ended

August 31,
2010 2009
(in millions, except per share data)
Revenue! $ 5,17¢ $ 4,79¢
Cost of sale: 2,741 2,58¢
Gross margir 2,43¢ 2,21¢
Demand creation expen 67¢ 554
Operating overhead exper 994 992
Selling and administrative exper 1,67: 1,54¢
Other expense (income), r 7 (12
Interest (income) expense, | D 1
Income before income tax 75E 681
Income tax expense (Note 19¢ 16§
Net income $ 55¢ $ 512
Basic earnings per common share (Not $ 1.17 $ 1.0¢€
Diluted earnings per common share (Not $ 1.14 $ 1.04
Dividends declared per common sh $ 0.217 $ 0.2f

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

Three Months Ended

August 31,
2010 2009
(in millions)
Cash provided by operations:
Net income $ 55¢ $ b1:
Income charges (credits) not affecting c¢
Depreciatior 78 79
Deferred income taxe — (18)
Stocl-based compensatic 21 91
Amortization and othe (16) 2
Changes in certain working capital components dahdrassets and liabilitie
(Increase) decrease in accounts receiv (82 94
(Increase) decrease in inventor (118 95
Decrease (increase) in prepaid expenses and cthets 13 (55)
Decrease in accounts payable, accrued liabilitielsimcome taxes payak (249 (92
Cash provided by operations 212 70¢
Cash used by investing activities
Purchases of investmer (1,759 (640
Maturities of investment 77¢ 96
Sales of investmen 364 32:
Additions to property, plant and equipmi (89 (80)
Proceeds from the sale of property, plant and eneiy — —
Increase in other assets and liabilities, ©)] —
Settlement of net investment hed; 22 (32)
Cash used by investing activitie: (684) (332)
Cash used by financing activities
Reduction in lon-term debt, including current portic 2 (27
Decrease in notes payal (32 (249)
Proceeds from exercise of stock options and otieeksssuance 47 47
Excess tax benefits from sh-based payment arrangeme 6 7
Repurchase of common sta (48¢) (15
Dividends on common stoc (131) (127)
Cash used by financing activities (600 (35¢)
Effect of exchange rate changes on ¢ 3 (49)
Net decrease in cash and equivalt (1,069 (30
Cash and equivalents, beginning of pel 3,07¢ 2,291
Cash and equivalents, end of period $ 2,01C $2,2617
Supplemental disclosure of cash flow informati
Dividends declared and not pz $ 12¢ $ 12z

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, 2010 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 months ended August 31, 2010 are@wssarily indicative of results to be expectedte entire year.

Demand Creation Expense;

Demand creation expense consists of advertisingesrdotion costs, including costs of endorsementrects, television, digital and
print advertising, brand events, and retail braresentation. Advertising production costs are ezpdrthe first time an advertisement is run.
Advertising placement costs are expensed in thehmtbe advertising appears, while costs relatditdand events are expensed when the
occurs. Costs related to retail brand presentatierexpensed when the presentation is completededivééred. A significant amount of the
Company'’s promotional expenses result from paymemier endorsement contracts. Accounting for ershoesit payments is based upon
specific contract provisions. Generally, endorsenpayments are expensed on a straight-line basistbe term of the contract after giving
recognition to periodic performance compliance mions of the contracts. Prepayments made undéramis are included in prepaid
expenses or other assets depending on the penith the prepayment applies.

Recently Adopted Accounting Standards:

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued guidance to amend the dsate requirements related to
recurring and nonrecurring fair value measuremeirits.guidance requires additional disclosures attwudifferent classes of assets and
liabilities measured at fair value, the valuatienttniques and inputs used, the activity in LevigiBvalue measurements, and the transfers
between Levels 1, 2, and 3 of the fair value mesment hierarchy. This guidance became effectivéhiiCompany beginning March 1,
2010, except for disclosures relating to purchasass, issuances and settlements of Level 3 amsetgabilities, which will be effective for
the Company beginning June 1, 2011. As this guidamty requires expanded disclosures, the adogitnot and will not impact the
Company’s consolidated financial position or resolt operations. See Note 5 — Fair Value Measurésrfendisclosure required under this
guidance.

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 whethénterest in a VIE makes the holder the printsgeficiary of the VIE. This guidance
became effective for the Company beginning Jurg910. The adoption of this guidance did not havergact on the Company’s
consolidated financial position or results of opierss.

Recently | ssued Accounting Standards:

In October 2009, the FASB issued new standardsdviged the guidance for revenue recognition withtiple deliverables. These n¢
standards impact the determination of when theviddal deliverables included in a multiple-elemamtangement 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 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.

NOTE 2 - Inventories:

Inventory balances of $2,210 million and $2,041lioml at August 31, 2010 and May 31, 2010, respebtiwere substantially all
finished goods.



Table of Contents

NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
NOTE 3 - Identified Intangible Assets and Goodwill:

The following tables summarize the Company’s idetile intangible assets and goodwill balancesfasugust 31, 2010 and May 31,
2010:

August 31, 2010 May 31, 2010
Gross Gross
Carrying Accumulated Net Carrying Accumulated Net
Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
(in millions)
Amortized intangible assel
Patents $ 71 $ (22) $ 43 $ 69 $ (21) $ 48
Trademarks 42 (20 22 40 (18) 22
Other 34 (20) 14 32 (18) 14
Total $ 147 $ (62) $ 8 $ 141 $ (57) $ 84
Unamortized intangible asse Trademark: $ 38E $ 383
Identifiable intangible assets, r $ 47C $ 467
August 31, 2010 May 31, 2010
Accumulated Accumulated
Goodwill Impairment Goodwill, net Goodwill Impairment Goodwill, net
(in millions)
Goodwill $ 391 $ (199 $ 192 $ 387 $ (199 $ 18¢

The effect of foreign exchange fluctuations for theee month period ended August 31, 2010 increasachortized intangible

assets and goodwill by approximately $2 million &ddmillion, respectively, resulting from the weake of the U.S. dollar in relation to the
British pound sterling.

Amortization expense, which is included in sellangd administrative expense, was $3 million for eafctihe three month periods ended
August 31, 2010 and 2009. The estimated amortizatigpense for intangible assets subject to amtidizéor the remainder of fiscal year
2011 and each of the years ending May 31, 2012itfirdlay 31, 2015 are as follows: $10 million; 20$23 million; 2013: $11 million;

2014: $9 million; 2015: $6 million.

All goodwill balances are included in the Comparigher” category for segment reporting purposes.
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

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

August 31, 2011 May 31, 201(
(in millions)
Compensation and benefits, excluding te $ 34z $ 59¢
Endorsee compensati 28¢€ 267
Taxes other than income tax 21¢ 15¢
Advertising and marketin 162 12t
Dividends payabli 12¢ 131
Import and logistics cos 107 80
Fair value of derivative 104 164
Other® 347 38C
Total Accrued Liabilities $ 1,69¢ $ 1,90¢

@ Other consists of various accrued expenses. Nwithdil item accounted for more than 5% of the tbahnce at August 31, 2010 and

May 31, 2010

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 waunaechniques (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
quoted 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 #@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 August 31, 2010 and May 31, 2010 and indéctite fair value hierarchy of the valuation teclueis utilized by the Company to
determine such fair value.

August 31, 2010

Fair Value Measurements Using

Assets/Liabilities at

Level 1 Level 2 Level 2 Fair Value Balance Sheet Classification
(in millions)
Assets
Derivatives:

Foreign exchange forwards and options $ — $ 18C $— $ 18C Other current assets and
other lon¢-term asset

Interest rate swap contracts — 20 — 20  Other current assets and
other lon¢-term asset

Total derivatives — 20C — 20C
Available-for-sale securities

U.S. Treasury securitie 29C — — 29C Cash and equivalen

Commercial paper and bon — 15¢ — 15¢ Cash and equivalen

Money market fund — 72t — 725 Cash and equivalen

U.S. Treasury securitie 1,20¢ — — 1,20¢  Shor-term investment

U.S. Agency securitie — 383 — 383  Shor-term investment

Commercial paper and bon — 1,08¢ — 1,08¢  Shor-term investment

Total availabl-for-sale securitie 1,49¢ 2,35: — 3,852

Total assets $ 149¢ $ 255 $— $ 4,052
Liabilities

Derivatives:

Foreign exchange forwards and options $ — $ 117 $— $ 117  Accrued liabilities and
other long-term
liabilities

Total Liabilities $ — $ 117 $— $ 117
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

May 31, 2010

Fair Value Measurements Using

Assets/Liabilities at

Level 1 Level 2 Level 2 Fair Value Balance Sheet Classification
(in millions)
Assets
Derivatives:

Foreign exchange forwards and options $ — $ 42 $— $ 42C  Other current assets and
other lon¢-term asset

Interest rate swap contracts — 15 — 15  Other current assets and
other lon¢-term asset

Total derivatives — 43t — 43k
Available-for-sale securities

U.S. Treasury securitie 1,232 — — 1,232 Cash and equivalen

Commercial paper and bon — 462 — 46z Cash and equivalen

Money market fund — 68E — 685 Cash and equivalen

U.S. Treasury securitie 1,08¢ — — 1,08¢  Shor-term investment

U.S. Agency securitie — 29¢ — 29¢  Shor-term investment

Commercial paper and bon — 684 — 684  Shor-term investment

Total availabl-for-sale securitie 2,31¢ 2,12¢ — 4,44¢

Total assets $ 231 $ 2,564/ $— $ 4,88(
Liabilities

Derivatives:

Foreign exchange forwards and options $ — $ 168 $— $ 165  Accrued liabilities and
other long-term
liabilities

Total Liabilities $ — $ 168 $— $ 165

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 August 31, 2010 or May 31, 2010.

Available-for-sale securities are primarily compdsof investments in U.S. Treasury and agency g&xsjrcorporate 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 readilyilate pricing sources for comparable instruments.

As of August 31, 2010 and May 31, 2010, the Comgeag/no material Level 3 financial assets andliiggs and no assets or liabilities
that were required to be measured at fair valua nan-recurring basis.

Short-Term I nvestments:

As of August 31, 2010 and May 31, 2010, short-termestments consisted of available-for-sale sdesti\vailable-for-sale securities
are recorded at fair value with unrealized gairglasses reported, net of tax, in other compreleriascome, unless unrealized losses are
determined to be other than temporary. As of Augidst2010, the Company held $2,552 million of aatalié-for-sale securities with maturity
dates within one year and $126 million with matudates over one year and less than five yearsmatiortterm investments. As of May 3
2010, the Company held $1.9 billion of available-$ale securities with maturity dates within onaryend $167 million with maturity dates
over one year and less than five years within stasrh investments.

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

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

August 31, 2011 May 31, 201(
(in millions)
Available-for-sale investment:
U.S. Treasury and Agenci $ 1,592 $ 1,38¢
Corporate commercial paper and bo 1,08¢ 684
Total availabl-for-sale investment $ 2,67¢ $ 2,06

Fair Value of Long-Term Debt and Notes Payable:

The Company’s long-term debt is recorded at adjustest, net of amortized premiums and discountsirstedest rate swap fair value
adjustments. The fair value of long-term debt inested based upon quoted prices for similar imsants. The fair value of the Company’s
long-term debt, including the current portion, vegproximately $485 million at August 31, 2010 ad&3 million at May 31, 2010.

The carrying amounts reflected in the unauditeddeosed consolidated balance sheet for notes pagppteximate fair value.

NOTE 6 - Income Taxes:

The effective tax rate was 26.0% and 24.7% fothihee months ended August 31, 2010 and 2009, riésplgc The increase in the
Company'’s effective tax rate was primarily drivgnan increase in the percentage of pre-tax incaiaed to operations in the United
States. The United States statutory tax rate isrgdlg higher than the tax rate on operations detslie United States.

As of August 31, 2010, total gross unrecognizedoxefits, excluding related interest and penaltiese $271 million, $129 million of
which would affect the Company’s effective tax rditeecognized in future periods. As of May 31, RQfotal gross unrecognized tax benefits,
excluding interest and penalties, were $282 milli&t68 million of which would affect the CompangHective tax rate if recognized in
future periods. The gross liability for paymentmrest and penalties increased $6 million dutigthree months ended August 31, 201(
of August 31, 2010, accrued interest and penalileged to uncertain tax positions were $88 milfercluding federal benefit).

The Company is subject to taxation primarily in thhé&., 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 (IRB}He 2009 and 2010 tax years, and is appealingicassues related to the IRS audits of
its 2007 and 2008 tax years. The Company’s majeida jurisdictions, China and the Netherlands gheancluded substantially all income
tax matters through calendar 1999 and fiscal 288ectively. It is reasonably possible that th® #idit for the 2009 tax year will be
completed during the next 12 months, which cousdiitein a decrease in our balance of unrecogniaethé¢nefits. An estimate of the range
cannot be made at this time; however, the Compasg dot anticipate that total gross unrecognizetheémefits will change significantly as a
result of full or partial settlement of audits withlthe next 12 months.

11
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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

August 31,
2010 2009
(in millions)
Net income $ 55¢ $ b51:
Other comprehensive los
Changes in cumulative translation adjustment ahdrqinet of tax expense of $27 and $21 milli 53 24
Changes due to cash flow hedging instrume
Net loss on hedge derivatives (net of tax benéf#2® and $25 million (72 (64)
Reclassification to net income of previously defdrgains related to hedge derivative instrumerds (n
of tax expense of $15 and $21 millic (44) (61)
Reclassification of ineffective hedge gains toinebme® (net of tax expense of $1 million for the
three months ended August 31, 20 — 4
Changes due to net investment hed
Net loss on hedge derivatives (net of tax benéffitoand $9 million (14 (18)
Other comprehensive los (77 (129
Total comprehensive incon $ 482 $ 39C

@ Refer to Note 1 Risk Management and Derivatives for additional ile

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 stgtlons at 100% of the market price on the daterafig Substantially all stoc
option grants outstanding under the 1990 Plan @rasted 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&sloption pricing model. The Company recognihésfair value as operating overhead
expense over the vesting period using the strdightmethod.

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

Three Months Ended

August 31,
2010 2009
(in millions)
Stock Option«® $ 14 $ 85
ESPPs 4 4
Restricted Stoc 3 2
Total stocl-based compensation expel $ 2 $ 9

() Accelerated stock option expense is recorded fgri@yres eligible for accelerated stock option vegstipon retirement. In the first

quarter of fiscal 2011, the Company changed thelarated vesting provisions of its stock optiomplander the new provisions,
accelerated stock option expense for the threems@rmded August 31, 2010 was $2 million. The acatdd stock option expense for
the three months ended August 31, 2009 was $7lomi

12
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

As of August 31, 2010, the Company had $172 milébnnrecognized compensation costs from stoclonptinet of estimated
forfeitures, to be recognized as operating overtee@ense over a weighted average period of 2.%year

The weighted average fair value per share of thiempgranted during the three months ended Augluis?010 and 2009 as computed
using the Black-Scholes pricing model was $17.67 $28.40, respectively. The weighted average assongpused to estimate these fair
values are as follows:

Three Months Ended

August 31,
2010 2009
Dividend yield 1.€% 1.%%
Expected volatility 31.€% 58.(%
Weightec-average expected life (in yea 5.C 5.C
Risk-free interest rat 1.7% 2.5%

Expected volatility is estimated based on the iegplolatility 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) figle rate in effect at the date of grant for pes
corresponding with the expected term of the options

NOTE 9 - Earnings Per Common Share:

The following is a reconciliation from basic eamsnper share to diluted earnings per share. Optiopsrchase an additional 6.3
million and 19.2 million shares of common stock &veutstanding for the three month periods endedusiugl, 2010 and 2009, respectively,
but were not included in the computation of diluesanings per share because the options were it~

Three Months Ended
August 31,
2010 2009
(in millions, except per share data)

Determination of share

Weighted average common shares outstan 479.¢ 485.¢
Assumed conversion of dilutive stock options andas 9.C 5.8
Diluted weighted average common shares outstar 488.¢ 491.¢
Basic earnings per common sh $ 1.17 $ 1.0¢
Diluted earnings per common shi $ 1.14 $ 1.04

NOTE 10 - 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 exposurestiatr in the normal course of business. The Compars not hold or issue derivatives for
trading purposes.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawéi$ 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 enteréareign 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 expense (income),
net, on the income statement together with thestretion gain or loss from the hedged balance giwesition. The Company classifies the ¢
flows at settlement from these undesignated heitiggae same category as the cash flows from ttege@lhedged items, generally within the
cash provided by operations component of the daghdtatement.

13
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NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The majority of derivatives outstanding as of Audgss, 2010 are designated as cash flow, fair vatuget investment hedges. All
derivatives are recognized on the balance shekémtfair value and classified based on the ims&nt's maturity date. The total notional
amount of outstanding derivatives as of August2®1,0 was $5 billion, which is primarily comprisefioash flow hedges denominated in

Euros, British Pounds and Japanese Yen.

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

Asset Derivatives

Liability Derivatives

August 31  May 31, August 31  May 31,
Balance Sheet Location 2010 2010 Balance Sheet Location 2010 2010
(in millions)
Derivatives formally designated
as hedging instrument
Foreign exchange forwards Prepaid expenses and other
and option: current assel $ 16C $ 31€ Accrued liabilities $ 72 $ 25
Foreign exchange forwarc Deferred income taxes and Deferred income taxes and
and options other lon¢-term asset — — other lon¢-term liabilities 10 —
Interest rate swap contracts Deferred income taxes and Deferred income taxes and
other lon¢-term asset 20 15 other lon¢term liabilities — —
Total derivatives formally
designated as hedging
instruments 18C 331 82 25
Derivatives not formally
designated as hedging
instruments
Foreign exchange forwarc Prepaid expenses and other
and options current assel 20 104 Accrued liabilities 32 13¢
Foreign exchange forwards Deferred income taxes and Deferred income taxes and
and options other lon¢-term asset — other lon¢term liabilities 3 1
Total derivatives not formally
designated as hedging
instruments 20 104 35 14C
Total derivatives $ 20C $ 43¢ $ 117 $ 16F
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The following tables present the amounts affectirgunaudited condensed consolidated statemeirisarhe for the three month
periods ended August 31, 2010 and 2009:

Amount of Gain (Loss) Amount of Gain (Loss)
Recognized in Other Reclassified From Accumulated
Comprehensive Income on Other Comprehensive Income into
Derivatives (1) Income )
Three Months Three Months Three Months Three Months
Ended Ended Ended Ended
August 31, August 31, August 31, August 31,
Derivatives formally designated 2010 2009 2010 2009
(in millions)
Derivatives designated as
cash flow hedge:
Foreign exchange
forwards and optior $ (29) $ (12) Revenue $ (13) $ 18
Foreign exchange
forwards and optior (50 (56) Cost of sale: 52 42
Foreign exchange Selling and administrative
forwards and optior 2 1 expense — Q)
Foreign exchange Other expense (income),
forwards and optior (23 (22 net 20 28
Total designated cash flow
hedges $ (100) $ (89) $ 59 $ 87
Derivatives designated as r
investment hedge
Foreign exchange Other expense (income),
forwards and optior $ (20) $ (27) net $ — $ —

@ For the three month periods ended August 31, 288809, the Company recorded an immaterial amafuneffectiveness from cash

flow hedges in Other expense (income),

Amount of Gain (Loss) recognized in Income
on Derivatives

Three Months Three Months Location of Gain (Loss)
Ended Ended Recognized in Income o
August 31, 2010 August 31, 2009 Derivatives
(in millions)
Derivatives designated as fair value hed:
Interest rate swapy Interest (income)
$ 2 $ 2 expense, ne
Derivatives not designated as hedging instrum
Foreign exchange forwards and options Other expense
$ 11 $ (36) (income), ne

@ Al interest rate swap agreements meet the shomettiod requirements under the accounting standardkerivatives and hedging.

Accordingly, changes in the fair values of the iatt rate swap agreements are exactly offset hygelsain the fair value of the
underlying lon+term 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 montroderended August 31, 2010 and 2009.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

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 currencias|uding revenues, product costs, selling and a@strative expense, investments in U.S.
dollar-denominated available-for-sale debt se@sitind intercompany transactions, including intamany borrowings, will be adversely
affected by changes in exchange rates. It is thregaay’s policy to utilize derivatives to reducedimyn exchange risks where internal netting
strategies cannot be effectively employed. Hedgamasactions are denominated primarily in Eurogj®riPounds and Japanese Yen. The
Company hedges up to 100% of anticipated exposypésally 12 months in advance, but has hedgedwshras 34 months in advance.

All changes in fair values of outstanding cash floedge derivatives, except the ineffective portame, recorded in other comprehensive
income until net income is affected by the vari@pibf 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 resultisssame as that of the underlying exposure. Restihedges of revenue and product costs
are recorded in revenue and cost of sales, regpBgtivhen the underlying hedged transaction adfeet 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-denominatedbi@iforsale securities are recorded in Other expenserfiafanet when the securities
sold. Results of hedges of anticipated intercompeamsactions are recorded in Other expense (ingamewhen the transaction occurs. The
Company classifies the cash flows at settlemem fteese designated cash flow hedge derivativaseisame category as the cash flows from
the related hedged items, generally within the gaskided by operations component of the cash #tatement.

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 iopkiens’ fair value to other comprehensive incoméne degree they are effective.

As of August 31, 2010, $101 million of deferred gatns (net of tax) on both outstanding and matderi/atives accumulated in other
comprehensive income are expected to be reclassdfinet income during the next 12 months as dtresunderlying hedged transactions
also being recorded in net income. Actual amouttithately reclassified to net income are dependenthe exchange rates in effect when
derivative contracts that are currently outstandiregure. As of August 31, 2010, the maximum terreravhich the Company is hedging
exposures to the variability of cash flows forfagsecasted and recorded transactions is 21 months.

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 offsettiinanges in the cash flows of hedged items andhshéhose 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 prosectivhen (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 accountingubedtis no longer probable that the forecastastiction will occur in the
originally expected period, but is expected to oaeithin an additional two-month period of time thafter, the gain or loss on the derivative
remains in accumulated other comprehensive incardésareclassified to net income when the forecasnsaction affects net income.
However, if it is probable that a forecasted tratisa will not occur by the end of the originallgesified time period or within an additional
two-month period of time thereafter, the gains krsdes that were accumulated in other compreheimsieene will be recognized
immediately in net income. In all situations in wiihedge accounting is discontinued and the dérevae¢mains outstanding, the Company
will carry the derivative at its fair value on thalance sheet, recognizing future changes in ihedaie in Other expense (income), net.
Ineffectiveness was not material for the three mgriods ended August 31, 2010 and 20009.

Fair Value Hedges

The Company is also exposed to the risk of chaimgi® fair value of certain fixed-rate debt attitisble to changes in interest rates.
Derivatives currently used by the Company to hatigerisk are receive-fixed, pay-variable intenege swaps. As of August 31, 2010, all
interest rate swap agreements are designatedr asilia¢ hedges of the related long-term debt anek tie shortcut method requirements
under the accounting standards for derivativestemidjing. Accordingly, changes in the fair valueshef
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interest rate swap agreements are exactly offsehbgges in the fair value of the underlying loag¥ debt. The cash flows associated with
the Company's fair value hedges are periodic istgrayments while the swaps are outstanding, wdnielreflected in net income within the
cash provided by operations component of the dashdtatement. No ineffectiveness has been recdaledt income related to interest rate
swaps designated as fair value hedges for the thoeeh periods ended August 31, 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, exueffitétive portions, are reported in the
cumulative translation adjustment component of iotioenprehensive income along with the foreign awyetranslation adjustments on those
investments. The Company classifies the cash feivegttlement of its net investment hedges withéndash used by investing component of
the cash flow statement. The Company assesses h#fdgiéveness based on changes in forward rates Cbmpany recorded no
ineffectiveness from its net investment hedgesHerthree month periods ended August 31, 2010 aad.2

Credit Risk

The Company is exposed to credit-related losséweirvent of non-performance by counterpartieetiging instruments. The
counterparties to all derivative transactions asgomfinancial institutions with investment gradedit ratings. However, this does not
eliminate the Company’s exposure to credit riskwiitese institutions. This credit risk is limitedthe 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&tkbues. 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 Compang’derivative instruments contain credit risk redatentingent features. As of August 31, 2010, tben@any wa:
in compliance with all such credit risk related togent features. The aggregate fair value of @éirre instruments with credit risk related
contingent features that are in a net liabilityipos at August 31, 2010 was $36 million. The Compaas not required to post any collateral
as a result of these contingent features.

NOTE 11 - Operating Segments:

The Company'’s operating segments are evidencesditthicture of the Comparsyinternal organization. The major segments arimele
by geographic regions for operations participatiniyIKE Brand sales activity excluding NIKE GolfaEh NIKE Brand geographic segment
operates predominantly in one industry: the degigocluction, marketing and selling of sports amaefss footwear, apparel, and equipment.
The Company’s reportable operating segments foNtK& Brand are: North America, Western Europe, {€drand Eastern Europe, Greater
China, Japan, and Emerging Markets.

The Company'’s “Other” category is broken into tvaonponents for presentation purposes to align Wighviay management views the
Company. The “Global Brand Divisions” category painty represents NIKE Brand licensing businessas &hne not part of a geographic
operating segment, demand creation and operatiedhesad expenses that are centrally managed fdtliiE Brand and costs associated w
product development and supply chain operations.“TOther 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.

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

Corporate consists of unallocated general and astrative expenses, which includes expenses asedaiath centrally managed
departments, depreciation and amortization reltéde Company’s headquarters, unallocated insarand benefit programs, including
stockbased compensation, certain foreign currency gaiddosses, including hedge gains and lossesjrtedeporate eliminations and ott
items.

The primary financial measure used by the Compamgvaluate performance of individual operating segt®is Earnings Before
Interest and Taxes (commonly referred to as “EBWHjch represents Net Income before Interest ex@énsome), net and Income taxes in
the Unaudited Condensed Consolidated Statememteafe. Reconciling items for EBIT represent cogterexpense items that are not
allocated to the operating segments for managerapotting.

As part of the Company’s centrally managed foregohange risk management program, standard focgigency rates are assigned to
each NIKE Brand entity in our geographic operasegments and are used to record any non-functiomegncy
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revenues or product purchases into the entity’stfanal currency. Geographic operating segmentmees and cost of sales reflect use of
these standard rates. For all NIKE Brand operatgggments, differences between assigned standa&idriczurrency rates and actual market

rates are included in Corporate together with fpraiurrency hedge gains and losses generated lfi@eentrally managed foreign exchange
risk management program and other conversion gaiddosses.

Accounts receivable, inventories and property, fodaml equipment for operating segments are regulaviewed by management and
are therefore provided below.

Certain prior year amounts have been reclassifiedhform to fiscal 2011 presentation, as SoutlicAfbecame part of the Emerging
Markets operating segment beginning June 1, 20H¥idusly, South Africa was part of the Central &atern Europe operating segment.

Three Months Ended

August 31,
2010 2009
(in millions)
Net Revenue
North America $1,90¢ $1,76(
Western Europ 1,05¢ 1,10¢
Central and Eastern Euro 265 25t
Greater Chin: 46C 41¢€
Japar 163 18¢€
Emerging Market: 591 452
Global Brand Division: 32 31
Total NIKE Brand 4,46¢ 4,20¢
Other Businesse 69¢ 604
Corporate 14 (12)
Total NIKE Consolidated Revenues $5,17¢ $4,79¢
Earnings Before Interest and Taxe:
North America $ 44¢ $ 411
Western Europ 27¢ 28¢
Central and Eastern Euro 63 77
Greater Chin: 164 14¢
Japar 27 35
Emerging Market: 124 10€
Global Brand Division: (250) (1817)
Total NIKE Brand 85¢& 88¢
Other Businesse 10¢ 87
Corporate (20¢) (297
Total NIKE Consolidated Earnings Before Interest am Taxes 754 682
Interest (income) expense, | (1) 1
Total NIKE Consolidated Income Before Income Taxes $ 75E $ 681
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August 31 May 31,
2010 2010
(in millions)
Accounts receivable, ne
North America $ 90z $ 84¢
Western Europ: 53¢ 402
Central and Eastern Euro 303 271
Greater Chin: 131 12¢
Japar 10¢€ 167
Emerging Market: 34¢ 35C
Global Brand Division: 25 22
Total NIKE Brand 2,35¢ 2,18¢
Other Businesse 411 4472
Corporate 26 19
Total NIKE Consolidated Accounts Receivable, ne $ 2,791 $2,65(
Inventories
North America $ 801 $ 76¢
Western Europ: 36€ 347
Central and Eastern Euro 111 10z
Greater Chin: 10¢€ 104
Japar 85 68
Emerging Market: 33t 28t
Global Brand Division: 26 20
Total NIKE Brand 1,832 1,69/
Other Businesse 37¢€ 347
Corporate — —
Total NIKE Consolidated Inventories $ 2,21C $2,041
Property, plant and equipment, net
North America $ 324 $ 32t
Western Europ 291 282
Central and Eastern Euro 11 11
Greater Chin: 15¢ 14¢
Japar 354 33z
Emerging Market: 49 48
Global Brand Division: 98 99
Total NIKE Brand 1,28t 1,244
Other Businesse 167 167
Corporate 52% 521
Total NIKE Consolidated Property, Plant and Equipment, net $ 1,97¢ $1,932

NOTE 12 - Commitments and Contingencies:

At August 31, 2010, the Company had letters of itmatstanding totaling $100 million. These lettef<redit were issued primarily for
the purchase of inventory.

There have been no other significant subsequerialewents relating to the commitments and contiogsreported on the Compaay’
latest Annual Report on Form 10-K.

19



Table of Contents

Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Overview
In the first quarter of fiscal 2011, our revenusseased 8% to $5.2 billion, net income increagéd®$559 million and we delivered
diluted earnings per share of $1.14, a 10% increas®ared to the first quarter of fiscal 2010.

Income before income taxes increased 11% for teeduarter primarily as a result of the increaseeivenues and an increase in gross
margin percentage compared to the same periocipribr year. The increase in revenues is refleativincreased demand for NIKE Brand
footwear and apparel across most businesses,parhicin the North America and the Emerging Maskgeographies, as well as higher
revenues for each of our Other Businesses. Grosgim@ercentage improved as a result of growthuin@irect-to-Consumer businesses,
fewer off-price sales as a percentage of totaksahel improved in-line product margins.

Net income and diluted earnings per share foritseduarter were negatively affected by a yearg@ar increase in our effective tax
rate of 130 basis points, driven primarily by aaréase in the percentage of total faeincome resulting from operations in the Unigtdtes
The United States statutory tax rate is generadzdr than the tax rate on operations outside thieed States.

Results of Operations
Three Months Ended

August 31,
2010 2009 % Change
(dollars in millions, except per share data)
Revenue: $5,17¢ $4,79¢ 8%
Cost of sale! 2,741 2,58: 6%
Gross margir 2,43¢ 2,21¢ 10%
Gross margin ¢ 47.(% 46.2%
Selling and administrativ 1,67 1,54¢ 8%
% of revenue 32.%% 32.2%
Income before income tax 75E 681 11%
Net income 55¢ 51z 9%
Diluted earnings per sha 1.14 1.04 10%

Consolidated Operating Results

Revenues
Three Months Ended
August 31,

% Change
Excluding
Currency

2010 2009 % Change Changes (1)

(dollars in millions)
Revenue:! $5,178  $4,79¢ 8% 10%

(" Fiscal 2011 results have been restated using f&XH0 exchange rates for the comparative periahkb@nce the visibility of the
underlying business trends excluding the impadbrign currency exchange rate fluctuatic
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Excluding the effects of changes in currency exgeanates, revenues for NIKE, Inc. grew 10%, drigemarily by an 8% increase in
revenues for the NIKE Brand. Every NIKE Brand gexqaty delivered higher revenues with the exceptfolapan, which continues to face a
challenging economic environment. Our North Amegeagraphy contributed over 3 percentage pointiseédNIKE Brand revenue increase
for the first quarter while the remaining geogragshéontributed nearly 5 percentage points.

By product group, our worldwide NIKE Brand footwesard apparel businesses both increased 9% whileanniwide NIKE Brand
equipment businesses declined 3% during the firattgr. The increase in NIKE Brand footwear revewas attributable to a mid single-digit
percentage increase in unit sales and a low sitigiepercentage increase in average selling g@epair. The increase in unit sales was
primarily driven by doubleligit percentage growth in the unit sales of rugramd football products, while the increase in agerselling pric
per pair was driven by fewer close-out sales amqtawed sales mix of higher priced products. ForNIKE Brand apparel business, the
increase in revenue was primarily driven by a dewdigit percentage increase in unit sales, paytafiset by a low single-digit decline in
average selling price per unit. The increase in sales was driven by increased demand in all kegiyrt categories, while the decline in
average selling price per unit was primarily duanancreased sales mix of lower-priced productsoaspared to the prior year.

While our wholesale business remains the largespoment of NIKE Brand revenues, we continue tosteng growth in our Direct-to-
Consumer business. Our Direct-to-Consumer busineksdes our NIKE-owned in-line and factory storas,well as our digital online retail
business.

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 increpd&ds in the first quarter of fiscal
2011. Revenues for each of our Other Businesses migher compared to the same period in the paarywith Converse and Umbro drivi
the increase.

Futures Orders

Translated into US dollars at prior year excharsges, worldwide futures and advance orders for NBf&nd footwear and apparel
scheduled for delivery from September 2010 thralayfuary 2011 were 13% higher than the orders reghéot the comparable prior year
period. This futures growth was primarily drivenibgreases in unit sales volume for both our foatwmand apparel products. Futures orders
increased 10% when translated at forecasted exetrates for the next five months, which approxintateent spot rates.

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 tipang because the mix of orders can shift betwdearece/futures and at-once orders and
the fulfillment of certain orders may fall outsidéthe schedule noted above. In addition, exchaatgefluctuations as well as differing levels
of order cancellations and discounts can causerdiftes in the comparisons between advance/futtdess and actual revenues. Moreove
significant portion of our revenue is not deriveonh futures and advance orders, including at-omcecéose-out sales of NIKE Brand
footwear and apparel, sales of NIKE Brand equipmsades from our Other Businesses and certairl sztigis across all brands.

Gross Margin
Three Months Ended
August 31,
2010 2009 % Change
(dollars in millions)
Gross margir $2,43¢ $2,21¢ 10%
Gross margin ¢ 47.(% 46.2% 80bp:

For the first quarter of fiscal 2011, consolidaggdss margin percentage was 80 basis points higharthe same period in the prior
year. The primary factors contributing to this e&se were as follow

. Growth of Direc-to-Consumer business as a percentage of total rexaamaes most NIKE Brand geographi

. Improved inventory positions across most businesgeigh drove fewer discounted close-out salestaaiter close-out pricing
margins;
. Improved in-line product margins, primarily in tiiéestern Europe and the Emerging Markets geograptizen by favorable

changes in product mi

Together, these factors increased consolidated gnasgins by approximately 140 basis points forfitisé quarter of fiscal 2011. These
increases were partially offset by higher transgt@h costs, primarily in our North America and \Ws Europe geographies, and
unfavorable currency exchange rates, primarilyatritsy the Euro.
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For the remainder of fiscal 2011, we anticipate tha gross margins may face increasing pressam fmacroeconomic factors,
including changes in currency rates, rising prodietit costs, as well as higher freight costs aswwek with our suppliers to meet increasing
demand for select performance footwear products.

Slling and Administrative Expense

Three Months Ended

August 31,
2010 2009 % Change
(dollars in millions)
Operating overhead exper $ 994 $ 99z 0%
Demand creation expen® 67¢ 554 23%
Selling and administrative exper $1,67: $1,54¢ 8%
% of revenue: 32.5% 32.2%

()" Demand creation consists of advertising and pramaixpenses, including costs of endorsement cdst

Changes in foreign currency exchange rates dedeadéng and administrative expenses 2 percemtaggs in the first quarter of fisc
2011. Excluding changes in exchange rates, opgratiarhead increased 1% during the first quartdiso&l 2011 compared to the same
period in the prior year. The slight increase iemting overhead was driven by increased investinedtK E-owned Direct-to-Consumer
operations and expenses related to key sportingtgviecluding the 2010 World Cup and World Baské#tBestival. These increases more
than offset a $71 million reduction in stock optiexpense resulting primarily from the change ineterated vesting provisions that took
effect in the first quarter of fiscal 2011, as wadla decrease in the estimated fair value of siptikns granted.

On a currency neutral basis, demand creation egpaoseased 25% during the first quarter of fi@l1 compared to the same period
in the prior fiscal year. The increase was dueigbdr demand creation spending across most busiméssupport marketing initiatives,
including the 2010 World Cup and World Basketbas#val, as well as comparison to low levels of dathcreation spending in the first
quarter of fiscal 2010.

Other Expense (Income), net

Three Months Ended

August 31,
201C¢ 2009 % Change
(dollars in millions)
Other expense (income), r $7 %12 —

Other expense (income), net is comprised of foreigmency conversion gains and losses from thegasorement of monetary assets
and liabilities in non-functional currencies and tmpact of foreign currency derivative instrumeiats well as unusual or non-recurring
transactions that are outside the normal courgeisihess.

We estimate that the combination of translatiofoogign currency-denominated profits from our inttional businesses and the year-
over-year change in foreign currency related gaialsided in Other expense (income), net decredsedrowth of our income before income
taxes by approximately $33 million for the firstagter of fiscal 2011.
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Income Taxes
Three Months Ended
August 31,
2010 2009 % Change
Effective tax rate 26.(% 24.7% 130bp:

Our effective tax rate for the first quarter ofclid 2011 was 130 basis points higher than the gear period, driven primarily by an
increase in the percentage of total pre-tax incoesalting from operations in the United States. Unéed States statutory tax rate is
generally higher than the tax rate on operationside the United States.

Operating Segments
The Company'’s reportable operating segments foNtK& Brand are: North America, Western Europe, t€drand Eastern Europe,
Greater China, Japan, and Emerging Markets.

As part of our centrally managed foreign exchargle management program, standard foreign curresiegrare assigned to each NIKE
Brand entity in our geographic operating segmentsaae used to record any non-functional curreeeggmues 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 gégtfeom our centrally managed foreign exchandgemanagement program.

Certain prior year amounts have been reclassifiedhform to fiscal 2011 presentation, as SoutlicAfbecame part of the Emerging
Markets operating segment beginning June 1, 20H¥idusly, South Africa was part of the Central &abtern Europe operating segment.

The breakdown of revenues is as follows:

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes (1)
(dollars in millions)
North America $1,90: $1,76( 8% 8%
Western Europ 1,05¢ 1,10¢ -4% 6%
Central and Eastern Euro 265 25¢ 3% 9%
Greater Chin: 46C 41¢€ 11% 10%
Japar 163 18¢€ -12% -18%
Emerging Market: 591 452 30% 24%
Global Brand Division: 32 31 3% 6%
Total NIKE Brand 4,46¢ 4,20¢ 6% 8%
Other Businesse 693 604 15% 16%
Corporate® 14 (172) — —
Total NIKE Consolidated Net Revenue: $5,17¢ $4,79¢ 8% 10%

@ Fiscal 2011 results have been restated using f&XH0 exchange rates for the comparative periahkb@nce the visibility of the
underlying business trends excluding the impadbiign currency exchange rate fluctuatic

@ Corporate revenues primarily consist of foreigrrency revenue-related hedge gains and losses geddénaentities within the NIKE
Brand geographic operating segments through ouratBnmanaged foreign exchange risk managemergrpro and foreign currency
gains and losses resulting from the difference betwactual foreign currency rates and standard asgigned to these entities, which
are used to record any r-functional currency revenues into the er's functional currency
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The breakdown of earnings before interest and texas follows:
Earnings Before Interest and Taxes

Three Months Ended

August 31,
2010 2009 % Change
(dollars in millions)

North America $ 44¢ $ 411 9%
Western Europ 27¢ 28¢ -3%
Central and Eastern Euro 63 77 -18%
Greater Chini 164 14¢ 10%
Japar 27 35 -23%
Emerging Market: 124 10€ 17%
Global Brand Division: (250 (181 -38%
Total NIKE Brand 8532 88¢ -4%
Other Businesse 10¢ 87 25%
Corporate (208 (291 29%
Total NIKE Consolidated Earnings Before Interest am Taxes 754 682 11%
Interest (income) expense, | D 1 —
Total NIKE Consolidated Income Before Income Taxes $ 75E 681 11%

The primary financial measure used by the Comparmyéaluate performance of individual operating segis is Earnings Before
Interest and Taxes (commonly referred to as “EBWHjch represents Net income before Interest (irgoexpense, net and Income taxes in
the Unaudited Condensed Consolidated Statememteaie. As discussed in Note 11 — Operating Segsnarthe accompanying Notes to
Unaudited Condensed Consolidated Financial Statesnegrtain corporate costs are not included inTE®lour operating segments.

North America

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $1,28¢  $1,21¢ 6% 5%
Apparel 51t 444 16% 16%
Equipment 99 97 2% 2%
Total revenue $1,90:  $1,76( 8% 8%
Earnings Before Interest and Tas $ 44€ $ 411 9%

Excluding the changes in currency exchange ratesnues for North America increased 8%, drivendwenue growth in both our
wholesale and Direct-to-Consumer business. Ourcbiee Consumer business grew 15% in the first quart

For the first quarter of fiscal 2011, the increasblorth America footwear revenue was attributablénproved sales mix of higher
priced products, including Jordan Brand and runmpirgglucts.

The year-over-year increase in North America adpakenues during the first quarter of fiscal 20dds primarily driven by increased
demand in all key product categories, partiallyseffby fewer close-out sales.

For the first quarter of fiscal 2011, the increasblorth America’s EBIT was primarily the result ifvenue growth, which more than
offset an increase in selling and administrativeesmse, driven by higher demand creation and operatierhead expense.
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The increase in demand creation expense was ndtinkn by spending around key brand events, inolyithe World Basketball Festival a
the 2010 World Cup, while the increase in operatingrhead was mainly driven by investments in NigiEed retail, expenses related to
sporting events and normal wage inflation. Grosegima remained relatively flat compared to the pyiear, as improved in-line product
margins and the positive impact from fewer closesales were offset by higher freight costs.

On a currency neutral basis, future orders schedol®e delivered from September 2010 through Ja2@l1 were 14% higher
compared to the same period in the prior year.

Western Europe

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue!
Footweat $ 627 $ 63t -1% 10%
Apparel 364 393 -7% 3%
Equipment 65 77 -16% -5%
Total revenue $1,05¢  $1,10¢ -4% 6%
Earnings Before Interest and Tas $ 27¢ $ 28¢ -3%

On a currency neutral basis, all markets in Wedkenmpe reported revenue growth during the firgtrtgr of fiscal 2011, reflecting an
increase in demand for NIKE Brand products throutglioe geography. Revenues for the U.K. & Irelahd,largest market in Western
Europe, grew 17% for the first quarter.

Excluding changes in currency exchange ratesnitreases in footwear and apparel revenue durinfirthejuarter were both driven by
strong growth in sales of football and running protd.

For the first quarter of fiscal 2011, the decraas&/estern Europe’s EBIT was driven by less favtedbreign currency translation,
higher selling and administrative expense and layvess margins, which more than offset the incrégasevenues. The increase in selling
administrative expense reflected a higher levelashand creation spending around the 2010 World @bjle the decline in gross margin v
primarily due to less favorable year-over-year gdéad currency rates and higher transportation cegtieh more than offset the improvement
in in-line product margins.

Excluding changes in currency exchange rates,dudtters scheduled to be delivered from Septentiidd through January 2011 were
6% higher compared to the same period in the year.
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Central and Eastern Europe

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweal $14¢ $13¢ 5% 12%
Apparel 92 89 3% 10%
Equipment 25 27 -7% -7%
Total revenue $262 $25E 3% 9%
Earnings Before Interest and Tas $63 $77 -18%

Economic conditions in Central and Eastern Eurapeetbegun to show signs of recovery, as most mavki¢tin the geography
reported revenue growth during the first quartefisefal 2011, led by Russia and Turkey.

The growth in footwear sales was mainly drivenfyréased sales of our football, kids and NIKE Brapdrtswear products, while the
growth in apparel was primarily driven by highelesaof NIKE Brand sportswear and kids products.

For the first quarter of fiscal 2011, the decrdasgentral and Eastern Europe’s EBIT was primatiiyen by lower gross margins and
higher selling and administrative expense, whicherban offset the increase in revenue. The dealigeoss margin was mainly due to less
favorable year-over-year standard currency ratdsrateased transportation costs. The increaselling and administrative expense was
driven by a higher level of demand creation spegpdimimarily around the 2010 World Cup.

Excluding changes in currency exchange rates,dudtters scheduled to be delivered from Septentiidd through January 2011 were
14% higher compared to the same period in the year.

Greater China

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweal $24¢ $21¢ 13% 12%
Apparel 182 16¢€ 8% 8%
Equipment 32 30 7% 10%
Total revenue $46( $41¢€ 11% 10%
Earnings Before Interest and Tas $164  $14¢ 10%

Excluding the changes in currency exchange ratesat€r China revenues increased 10% during thegiirsrter, fueled by expansion:
both the number of stores selling NIKE products emehparable store sales, as well as our strategialinitiatives.

For the first quarter of fiscal 2011, the increasef®otwear and apparel revenue were primarilyetiby increased sales of our NIKE
Brand sportswear, running, and basketball products.

For the first quarter of fiscal 2011, the increas&reater China’s EBIT was driven by sales groautld higher gross margins, which
more than offset an increase in selling and adinatise expense. The improvement in gross margis pvamarily attributable to less
inventory obsolescence costs, improved productrj@ reduction in import duties and fewer closg¢-gales. The increase in selling and
administrative expense was mainly driven by a hidgneel of demand creation spending around the 20béld Cup as well as other key
brand events during the first quarter of fiscal 201
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Excluding changes in currency exchange rates,duitdlers scheduled to be delivered from Septentiidd through January 2011 were
23% higher than the same period in the prior year.

Japan
Three Months Ended
August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $ 86 $ 98 -12% -17%
Apparel 60 67 -10% -16%
Equipment 17 21 -19% -24%
Total revenue $163 $18€ -12% -18%
Earnings Before Interest and Tas $27 $ 35 -23%

Macroeconomic conditions in Japan remained diffizuthe first quarter of fiscal 2011. Excludingactges in currency exchange rates
and both footwear and apparel revenues in Japdime@driven by decreases across most major prazhtegories.

The decrease in Japan’s EBIT versus the first quaftfiscal 2010 was primarily due to lower revesand higher demand creation
expense, driven by spending around the 2010 Waull @hich more than offset improved gross marginisnarily driven by favorable year-
over-year standard currency rates.

Throughout the remainder of fiscal 2011, we anéitégpmarket conditions in Japan to remain challepgdn a currency-neutral basis,
futures orders scheduled to be delivered from Seipée 2010 through January 2011 were 14% lower cosdpa the same period in the prior
year.

Emerging Markets

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue:!
Footweat $404 $29¢ 35% 29%
Apparel 14¢ 11€ 28% 22%
Equipment 38 38 0% -5%
Total revenue $591 $452 30% 24%
Earnings Before Interest and Tas $124  $10€ 17%

Excluding changes in currency exchange rates, ynatlderritories in the Emerging Markets geograpbported double-digit revenue
growth, led by Brazil and Mexico.

For the first quarter of fiscal 2011, footwear neue growth was primarily driven by strong demandlliMNIKE Brand product
categories, most notably NIKE Brand Sportswearttfatband men’s training products.
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The increase in Emerging Markets’ EBIT was primpattie result of revenue growth, which more thasetffan increase in selling and
administrative expense and a decline in gross margjicentage. The increase in selling and admiaigér expense was primarily due to
increases in demand creation expense related @0th@World Cup. The decline in gross margin wasarily due to less favorable year-
over-year standard currency rates, which more diffset improved in-line product margins.

Futures orders scheduled to be delivered from &#ee 2010 through January 2011 increased 24% amrancy neutral basis.

Global Brand Divisions

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue! $ 32 $ 31 3% 6%
Earnings (Loss) Before Interest and Ta (250 (187) -38%

Global Brand Divisions primarily represent NIKE Brhlicensing businesses that are not part of argpbie operating segment and
demand creation and operating overhead expensearéheentrally managed for the NIKE Brand.

For the first quarter of fiscal 2011, the increas&lobal Brand Division’s loss before interest dades was primarily due to an increase

in centrally managed demand creation expense,rdhiyea higher level of brand event spending ardabed2010 World Cup and World
Basketball Festival as well as other sports manketélated expenses.

Other Businesses

Three Months Ended

August 31,
% Change
Excluding
Currency
2010 2009 % Change Changes
(dollars in millions)
Revenue: $69%  $604 15% 16%
Earnings Before Interest and Ta 10¢ 87 25%

Our Other Businesses are comprised of Cole Haamveé®se, Hurley, NIKE Golf and Umbro. For the figstarter of fiscal 2011, reven
for all of our Other Businesses grew, led by dowditgt growth at Converse and Umbro.

In the first quarter of fiscal 2011, EBIT for outh@r Businesses grew as a result of revenue gramdhimproved gross margins. The
increase in gross margins was mainly driven bynareiase in licensing and retail revenues as a pege of total revenues and a favorable
impact from product mix. Selling and administratasgense as a percentage of sales remained flggacethto the prior year period.
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Corporate
Three Months Ended
August 31,
2010 2009 % Change
(dollars in millions)
Revenue:! $ 14 $ (1)) —
Earnings (Loss) Before Interest and Ta (20¢) (297) 29%

Corporate revenues primarily consist of foreigrrency revenue-related hedge gains and losses gedénaentities within the NIKE
Brand geographic operating segments through ouratgnmanaged foreign exchange risk managememgrpm and foreign currency gains
and losses resulting from the difference betwedmahéoreign currency rates and standard rategmasdito these entities, which are used to
record any non-functional currency revenues ingoghtity’s functional currency.

Corporate’s loss before interest and taxes consistaallocated general and administrative expensiih includes expenses
associated with centrally managed departmentsedigiion and amortization related to our corporetadquarters, unallocated insurance and
benefit programs, certain foreign currency gaing lasses, including certain hedge gains and lossegorate eliminations and other items
addition to the foreign currency gains and lossesgnized in Corporate revenues, foreign curreasylts include all other foreign currency
hedge results generated through our centrally nexhéagyeign exchange risk management program, ethrrersion gains and losses arising
from re-measurement of monetary assets and ligsilih non- functional currencies, and gains aisdds resulting from the difference
between actual foreign currency rates and standaed assigned to each entity in NIKE Brand gedycapperating segments, which are used
to record any non-functional currency product pas#s into the entity’s functional currency.

For the first quarter of fiscal 2011, the decreas@orporate’s loss before interest and taxes wiasapily driven by year-over-year net
foreign currency gains generated by our centratipaged foreign exchange risk management programelaas a $71 million year-overeal
reduction in stock-based compensation expense plyndaie to a change in accelerated vesting promisithat took effect in fiscal 2011 and a
lower estimated fair value for stock options grdritethe current year. These benefits more thasebtin increase in corporate operating
overhead expenses.

Foreign Currency Exposures and Hedging Practices
Overview

As a global company with significant operationssidet the U.S., in the normal course of businesangexposed to risk arising from
changes in currency exchange rates. Foreign cyriferetuations affect the recording of transactiosisch as sales, purchases and
intercompany transactions denominated in non-fonelicurrencies, and the translation into U.S.adslbf foreign currency denominated
results of operations, financial position and cémlvs. Our primary foreign currency exposures &lated to U.S. dollar transactions at
wholly-owned foreign subsidiaries, as well as teanti®ns and translation of results denominateduirog, British Pounds, 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 stategy¢ime length of the delay is dependent upon hédgeons. We manage global foreign
exchange risk centrally on a portfolio basis, tdrads those risks that are material to NIKE, Imca@onsolidated basis. We manage these
exposures by taking advantage of natural offsedscarnrency correlations that exist within the palitf and by hedging remaining material
exposures, where practical, using derivative imsemts such as forward contracts and options. Cdgihg policy is designed to partially or
entirely offset changes in the underlying expostieing hedged. We do not hold or issue derivatigeriments for 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, both of whécitbject us to foreign currency risk. Our most digant transactional foreign currency
exposures are:

1. Inventory Purchases - Most of our inventory pases around the world are denominated in U.SamdolThis 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. doilzeases the inventory co
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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 suilzsidiary that uses the Euro as its functionalenay, generating foreign
currency exposurt

3.  Other Revenues and Costs - Non-functional cayreevenues and costs, such as endorsement cenfraetcompany royalties
and other payments, generate foreign currencytoisklesser exten

4.  Non-Functional Currency Assets and Liabilities - Olobgl subsidiaries have various assets and lisgs|iprimarily receivables
and payables, that are denominated in currendies ttan their functional currency. These balameztitems are subject to re-
measurement, which may create fluctuations in Gélpense (income), net within our consolidatedItesi operations

Managing transactional exposures

Transactional exposures are managed on a portfas within our foreign currency risk managemengpam. As of August 31, 2010,
we used currency forward contracts and options midlturities up to 21 months to hedge the effeexahange rate fluctuations on probable
forecasted future cash flows, including non-funagibcurrency revenues and expenses. These arendeddar as cash flow hedges in
accordance with the accounting standards for dévasmand hedging. The fair value of these instntsiat August 31, 2010 and May 31,
2010 was $116 million and $206 million in assetd $61 million and $25 million in liabilities, resgiavely. The effective portion of the
changes in fair value of these instruments is tepldn other comprehensive income (“OCI”), a comgrdrof shareholders’ equity, and
reclassified into earnings in the same financiateshent line item and in the same period or perihigg which the related hedged
transactions affect earnings. Any ineffective portis immediately recognized in earnings as a carapbof Other expense (income), net.
Ineffectiveness was not material for the three meminded August 31, 2010 or 2009.

Certain currency forward contracts used to managedgn exchange exposure of non-functional curreresets and liabilities subject to
re-measurement are not designated as hedges tederdounting standards for derivatives and heddfiniipese cases, the change in value of
the instruments is intended to offset the foreigrrency impact of the re-measurement of the relatedfunctional currency asset or liability.
The fair value of these instruments at August 31,Rand May 31, 2010 was $20 million and $104 onillin assets and $35 million and $140
million in liabilities, respectively. The changewalue of these instruments is immediately recagphin earnings. The impact of such
instruments is included in Other expense (income),

Refer to Note 10 - Risk Management and Derivatimghe accompanying Notes to the Unaudited Conake@smsolidated Financial
Statements for additional quantitative detail.

Tranglational exposures

Substantially all of our foreign subsidiaries oggeria functional currencies other than the U.SladoFluctuations in currency exchange
rates create volatility in our reported resultsvasare required to translate the balance sheetsgardtional 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 results ioumulative translation adjustment to OCI withivsholders’ 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. Indiaion, a weaker U.S. dollar in relation to fgrefunctional currencies benefits our
consolidated earnings whereas a stronger U.S.rdelfuces our consolidated earnings. The impaftirefgn exchange rate fluctuations on
translation of our consolidated revenues and incbefere income taxes was a net translation (detrijrieenefit of approximately ($95)
million and ($32) million, respectively, for thertle months ended August 31, 2010 and approximékeh6) million and ($54) million,
respectively, for the three months ended Augus2B09.

Managing translational exposures

To minimize the impact of translating foreign curcg 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 stidesef U.S. dollar denominated securities atddh-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 afisg 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 August 31, 2010 was $41 million in asaets$14 million in liabilities. At May 31, 20104Hair value was $78 million in assets.
The effective portion of the changes in fair vatdi¢hese instruments is reported in OCI and reifladsnto earnings in Other expense
(income), net in the period during which the hedgedilable-for-sale investment is sold and affeeings. Any ineffective portion, which
was not material for any period presented, is imatety recognized in earnings as a component oéQgkpense (income), 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 gaiolsided in Other expense (income), net had anvanédle impact of approximately $33
million on our income before income taxes for thistfthree months of fiscal 2011.

Refer to Note 10 - Risk Management and Derivatimghe accompanying Notes to the Unaudited Conake@smsolidated Financial
Statements for additional quantitative detail.

Net investmentsin foreign subsidiaries

We are also exposed to the impact of foreign exg@diuctuations 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. We hedgeuertet investment positions in Euro-functionalreacy foreign subsidiaries to mitigate the
effects of foreign exchange fluctuations on netstiments with the effect of preserving the valutitfre repatriated earnings. In accordance
with the accounting standards for derivatives aedging, the effective portion of the change in failue of the forward contracts designated
as net investment hedges is recorded in the cuiveitmhnslation adjustment component of accumulatedr comprehensive income. Any
ineffective portion, which was not material for gogriod presented, is immediately recognized imiegs as a component of Other expense
(income), net. To minimize credit risk, we haveustured these net investment hedges to be genégasithan six months in duration. Upon
maturity, the hedges are settled based on therduaie value of the forward contracts with thelized gain or loss remaining in OCI;
concurrent with settlement, we enter into new fadw@ontracts at the current market rate. The faline of outstanding net investment hedges
at August 31, 2010 was $3 million in assets anchiilfon in liabilities. At May 31, 2010, the fairalue was $32 million in assets. Cash flows
from net investment hedge settlements totaled $l®mand ($31) million for the first quarter oistal 2011 and 2010, respectively.

Liquidity and Capital Resources
Cash Flow Activity

Cash provided by operations was $212 million fer first quarter of fiscal 2011 compared to $709iamilfor the first quarter of fiscal
2010. Our primary source of operating cash flowtlfiar first quarter of fiscal 2011 was net incom&®859. Our working capital was a net ¢
outflow of $430 million for the first quarter ofsital 2011 as compared to a positive net cash ffdk4® million for the first quarter of fiscal
2010. Our investments in working capital increadedng the first quarter of fiscal 2011 primarilyalto an increase in accounts receivable
and inventory, reflective of higher revenues armtdased demand, and a decrease in accounts payabdecrued liabilities, primarily driven
by an increase in employee compensation paymerds iahe first quarter of fiscal 2011.

Cash used by investing activities was $684 miltlomning the first quarter of fiscal 2011, compare&832 million for the same period
fiscal 2010. The year-over-year increase was pilyndoe to net purchases of short-term investmeh&614 million (net of sales and
maturities) in the first quarter of fiscal 2011 quaned to $221 million in net purchases of shomatervestments during the first quarter of
fiscal 2010.

Cash used by financing activities was $600 milfionthe first quarter of fiscal 2011 compared t&$3nillion used in the first quarter
fiscal 2010. The increase in cash used by finanatiiyities was primarily attributable to an incsedn share repurchases, which more than
off-set a reduction in notes payable in the prieary

In the first quarter of fiscal 2011, we purchaseinillion shares of NIKE’s Class B common stock$617 million. These repurchases
were made under the four-year, $5 billion progrgpraved by our Board of Directors in September 2808 as of the end of the first quarter
of fiscal 2011, we have repurchased 13.9 millioarsh for $971 million under this program. We comito expect funding of share
repurchases will come from operating cash flowgssacash, and/or debt. The timing and the amouwstiares purchased will be dictated by
our capital needs and stock market conditions.

Dividends declared per share of common stock feffitist quarter of fiscal 2011 were $0.27, compare$i0.25 in the first quarter of
fiscal 2010.

Contractual Obligations

There have been no significant changes to the actotal obligations reported in our Annual ReporfFomnm 10-K for the fiscal year
ended May 31, 2010.

The total liability for uncertain tax positions w271 million, excluding related interest and p&ga) at August 31, 2010. We are not
able to reasonably estimate when or if cash paysnaithe long-term liability for uncertain tax ptsns will occur.
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Capital Resources

In December 2008, we filed a shelf registrationesteent with the Securities and Exchange Commissiaier which $760 million in
debt securities may be issued. As of August 310204 debt securities had been issued under thlsrglgistration. We may issue debt
securities under the shelf registration in fisd@l 2 depending on general corporate needs.

As of August 31, 2010, we had no amounts outstgndider our multi-year, $1 billion revolving creéftility in place with a group of
banks. The facility matures in December 2012. Basedur current long-term senior unsecured debtgatof A+ and Al from Standard and
Poor’s Corporation and Moody’s Investor Servicespectively, the interest rate charged on any andétg borrowings would be the
prevailing London Interbank Offer Rate (“LIBOR”")yd 0.15%. The facility fee is 0.05% of the totafreoitment.

If our long-term debt rating were to decline, theility fee and interest rate under our committestlit facility would increase.
Conversely, if our long-term debt rating were t@inove, the facility fee and interest rate wouldréase. Changes in our lotgrm debt ratin
would not trigger acceleration of maturity of afwem outstanding borrowings or any future borrowingder the committed credit facility.
Under this committed credit facility, we have agrée various covenants. These covenants includésliom our disposal of fixed assets and
the amount of debt secured by liens we may incuvedkas a minimum capitalization ratio. In the eve/ie were to have any borrowings
outstanding under this facility, failed to meet aowenant, and were unable to obtain a waiver fmamgjority of the banks, any borrowings
would become immediately due and payable. As ofusu@1, 2010, we were in full compliance with ea€lthese covenants and believe it is
unlikely we will fail to meet any of these covenain the foreseeable future.

Liquidity is also provided by our $1 billion comnagal paper program. As of August 31, 2010, no an®urere outstanding under this
program. We may issue commercial paper from timéne during fiscal 2011 depending on general cafgoneeds. We currently have
short-term debt ratings of A1 and P1 from Standend Poor’s Corporation and Moody’s Investor Semjcespectively.

Despite recent uncertainties in the financial mexk® date we have not experienced difficulty astgg 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 accesstéorend sources of funds as described above, witlufcient to meet our operating and
capital needs in the foreseeable future.

Recently Adopted Accounting Standards

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued guidance to amend the dsate requirements related to
recurring and nonrecurring fair value measuremeirits.guidance requires additional disclosures attmudifferent classes of assets and
liabilities measured at fair value, the valuatienttniques and inputs used, the activity in LeviiBvalue measurements, and the transfers
between Levels 1, 2, and 3 of the fair value mesment hierarchy. This guidance became effectiveiddseginning March 1, 2010, except
disclosures relating to purchases, sales, issuammksettlements of Level 3 assets and liabilitidsch will be effective for us beginning
June 1, 2011. As this guidance only requires expamlisclosures, the adoption did not and will mgpact our consolidated financial position
or results of operations. See Note 5 — Fair Vallemadlirements in the accompanying Notes to Unau@ivediensed Consolidated Financial
Statements for disclosure required under this guda

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 whethénterest in a VIE makes the holder the printsgeficiary of the VIE. This guidance
became effective for us beginning June 1, 2010.akwoption of this guidance did not have an impacbwr consolidated financial position or
results of operations.

Recently | ssued Accounting Standards

In October 2009, the FASB issued new standards#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 stamddamodify the manner in which the transaction aerstion is allocated across the
separately identified deliverables by no longenpting the residual method of allocating arrangehwnsideration. 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.

Critical Accounting Policies

Our discussion and analysis of our financial caoditand results of operations are based upon msatidated 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 rellisafbsure of contingent assets «
liabilities.
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We believe that the estimates, assumptions andvjadts involved in the accounting policies descriimetthe “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 statetisieso we consider these to be our critical acéogmolicies. Actual results could differ
from the estimates we use in applying our critaadounting policies. We are not currently awararof reasonably likely events or
circumstances that would result in materially diéiet amounts being reported.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET 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, 2010.

Item 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdietiesigned to ensure that information requivdektdisclosed in our Exchange .
reports is recorded, processed, summarized andteelpwithin the time periods specified in the Sé&@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. Ingiesg and evaluating the disclosure
controls and procedures, management recognizearlgatontrols and procedures, no matter how waligthed and operated, can provide
reasonable assurance of achieving the desiredot@tiectives, and management is required to aipiydgment in evaluating the cost-
benefit relationship of possible controls and praoes.

We carry out a variety of on-going procedures urtdersupervision 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 assutawvel as of August 31, 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, ontarnal control over financial reporting.
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Special Note Regarding Forward-Looking
Statements and Analyst Reports

Certain written and oral statements, other thaelgihistorical information, including estimatespjarctions, 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;
interruptions in data and communications systetustuations and difficulty in forecasting operatirggults, including, without limitation, the
fact that advance “futures” orders may not be iative of future revenues due to changes in shiptimintg, and the changing mix of futures
and at-once orders and order cancellations; tHieyadsi NIKE to sustain, manage or forecast its\gtio and inventories; the size, timing and
mix of purchases of NIKE’s products; increaseshim ¢ost of materials and energy used to manufaptaducts, new product development
and introduction; the ability to secure and protemtlemarks, patents, and other intellectual ptgpperformance and reliability of products;
customer service; adverse publicity; the loss grigicant customers or suppliers; dependence dnlalisors and licensees; business
disruptions; increased costs of freight and trartggion to meet delivery deadlines; increases imdwing costs due to any decline in our debt
ratings; changes in business strategy or developptans; general risks associated with doing bissimeitside the United States, including,
without limitation, exchange rate fluctuations, ionpduties, tariffs, quotas, political and economistability, and terrorism; changes in
government regulations; the impact of, includingibass and legal developments relating to, clirnhssge; liability and other claims
asserted against NIKE; the ability to attract agtain qualified personnel; and other factors refeee or incorporated by reference in this
report and other reports.

The risks included here are not exhaustive. Otbetians of this report may include additional fasthich could adversely affect
NIKE’s business and financial performance. MoreoveKEbperates in a very competitive and rapidly chiagg@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, investorsldhwot place undue reliance on forward-
looking statements as a prediction of actual result

Investors should also be aware that while NIKE dé&esn time to time, communicate with securitiesigsts, it is against NIKE’s
policy to disclose to them any material noublic information or other confidential commerdiaflormation. Accordingly, shareholders sho
not assume that NIKE agrees with any statemergport issued by any analyst irrespective of theéerdrof 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 apjggtions, forecasts or opinions, such reportsiateghe responsibility of NIKE.

34



Table of Contents

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, 2010

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, 2010.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

The following table presents a summary of sharensmses made by NIKE during the quarter ended s, 2010 under the four-
year, $5 billion share repurchase program approyeaur Board of Directors in September 20

Total Number of Shares Maximum Dollar Value of
Purchased as Part of
Total Number of Shares Average Price Paid Pe Publicly Announced Plan: Shares that May Yet Be
Purchased Under the
Period Purchased Share or Programs Plans or Programs
(in thousands) (in thousands) (in millions)
June 1- 30, 201C 1,68¢ $ 71.15 1,68¢ $ 4,42¢
July 1- 31, 201C 2,85t $ 70.0C 2,85t $ 4,22¢
August 1- 31, 201C 2,75( $ 71.7: 2,75( $ 4,02¢
Total 7,29: $ 70.91 7,29:
Item 6. Exhibits
(a) EXHIBITS:
3.1 Restated Articles of Incorporation, as amendediparated by reference from Exhibit 3.1 to the Camyps Quarterly Report
on Form 1-Q for the fiscal quarter ended August 31, 20
3.2 Third Restated Bylaws, as amended (incorporateetgyence from Exhibit 3.2 to the Company’s Curiieaport on Form &
filed February 16, 2007
4.1 Restated Articles of Incorporation, as amended Esénbit 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 Docume

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docun
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LAB XBRL Taxonomy Extension Label Linkbase Documk
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenir
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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: October 6, 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 15-15(f)) for the registrant and ha

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: October 6, 2010

/sl MARKG. 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 15-15(f)) for the registrant and ha

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: October 6, 2010

/'s/ DonNALD 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 createcebtjdd 906 of the Sarbanes-Oxley Act of 2002, thleWwing certification is being
made to accompany the Quarterly Report on Form I6r@he quarterly period ended August 31, 201@ (Report”) of NIKE, Inc. (the
“Company”) and shall not, except to the extent nefliby such Act, be deemed filed by the Compamyptoposes of Section 18 of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”). Such certification will not be deatrte be incorporated by reference into
any filing under the Securities Act of 1933, as adex or the Exchange Act, except to the extentttiea€ompany specifically incorporates
by reference.

Pursuant to U.S.C. Section 1350, as created bydBe2®6 of the Sarbanes-Oxley Act of 2002, the wsidaed officer of the Company
hereby certifies, to such officer's knowledge, that

() the Report of the Company fully complies wittetrequirements of Section 13(a) or Section 1%@ gpplicable, of the Securities
Exchange Act of 1934, as amended,;

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

Date: October 6, 2010

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

A signed original of this written statement reqdit®y Section 906 has been provided to NIKE, Ind aill 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 createctbtjdd 906 of the Sarbanes-Oxley Act of 2002, tHleWwing certification is being
made to accompany the Quarterly Report on Form I6r@he quarterly period ended August 31, 201@ (Report”) of NIKE, Inc. (the
“Company”) and shall not, except to the extent nefiby such Act, be deemed filed by the Compamyptoposes of Section 18 of the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”). Such certification will not be deatrte be incorporated by reference into
any filing under the Securities Act of 1933, as adex or the Exchange Act, except to the extentttiea€Company specifically incorporates
by reference.

Pursuant to U.S.C. Section 1350, as created bydBe2®6 of the Sarbanes-Oxley Act of 2002, the wsidaed officer of the Company
hereby certifies, to such officer's knowledge, that

() the Report of the Company fully complies wittetrequirements of Section 13(a) or Section 1%@ gpplicable, of the Securities
Exchange Act of 1934, as amended,;

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

Date: October 6, 2010

/'s/ DonNALD W. B LAIR
Donald W. Blair
Chief Financial Officer

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



