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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

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

For the fiscal year ended May 31, 2004

or

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

For the transition period from to

Commission File No. 1-10635

NIKE, Inc.

(Exact name of Registrant as specified in its arart

Oregon 93-0584541
(State or other jurisdiction (IRS Employer
of incorporation) Identification No.)
One Bowerman Drive (503) 67-6453
Beaverton, Oregon 97005-6453 (Registrant’s Telephone Number, Including Area Gode

(Address of principal executive offices) (Zip Ca

Securities registered pursuant to Section 12(b) dfie Act:

Class B Common Stoc New York Stock Exchang
(Title of each class (Name of each exchange on which registe

Securities registered pursuant to Section 12(g) ¢e Act:
None

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Secti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrart vegjuired to file such reports), and (2)
has been subject to such filing requirements ferpghst 90 days. Y& No[J

Indicate by check mark if disclosure of delinquiilets pursuant to Item 405 of RegulatiorkS229.405 of this chapter) is not contai
herein, and will not be contained to the best gjiRteant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Ill of this Form 10-K or any amendmenthgstForm 10-K. [

Indicate by check mark whether the Registrant ia@relerated filer (as defined in Rule 12b-2 of$leeurities Exchange Act of
1934. Yeds No[J

As of November 30, 2003, the aggregate market vafitiee Registrant’s Class A Common Stock held byaffiliates of the Registrant
was $1,209,841,286 and the aggregate market valhe &®egistrant’s Class B Common Stock held byafiirates of the Registrant was
$11,519,983,440.

As of July 26, 2004, the number of shares of thgifeant's Class A Common Stock outstanding wasS81,484 and the number of
shares of the Registrant’s Class B Common Stocktanding was 185,783,487

DOCUMENTS INCORPORATED BY REFERENCE:

Parts of Registrant’s Proxy Statement for the ahmggeting of shareholders to be held on Septembe2@4 are incorporated by
reference into Part 11l of this Report.




Table of Contents

Item 1.

Item 2.
Iltem 3.
Iltem 4.

Item 5.
Item 6.
Item 7.

Iltem 7A.

Item 8.
Item 9.

Iltem 9A.

Item 10.
Item 11.
Item 12.
Item 13.
Item 14.

Item 15.

NIKE, INC.
ANNUAL REPORT ON FORM 10-K
TABLE OF CONTENTS

Page
PART |
Business 2
General 2
Products 2
Sales and Marketin 3
United States Marke 3
International Market 4
Orders 5
Product Research and Developm 5
Manufacturing 5
International Operations and Tra 6
Competition 8
Trademarks and Pater 8
Employees 8
Executive Officers of the Registra 9
Properties 11
Legal Proceeding 11
Submission of Matters to a Vote of Security Holc 11
PART Il
Market for Registrar s Common Equity, Related Stockholder Matters asddsPurchases of Equity Securi 12
Selected Financial Da 13
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior 14
Quantitative and Qualitative Disclosures about MaiRisk 29
Financial Statements and Supplemental [ 33
Changes in and Disagreements with Accountants @ourting and Financial Disclosu 60
Controls and Procedur: 60
PART Il
(Except for the information set forth under “ExaeatOfficers of the Registrant” in
Item 1 above, Part Il is incorporated by referefroen the Proxy Statement for the
NIKE, Inc. 2004 annual meeting of shareholde
Directors and Executive Officers of the Registt 61
Executive Compensatic 61
Security Ownership of Certain Beneficial Owners dahagemen 61
Certain Relationships and Related Transact 61
Principal Accountant Fees and Servi 61
PART IV
Exhibits, Financial Statement Schedules and Repaortsorm -K 62
Signatures S-1



Table of Contents

PART |

ltem 1. Business
General

NIKE, Inc. was incorporated in 1968 under the lafithe state of Oregon. As used in this reportténms “we”, “us”, “NIKE” and the
“Company” refer to NIKE, Inc. and its predecesssifysidiaries and affiliates, unless the contedicates otherwise. Our Internet address is
www.hike.com On our NIKE Corporate web site, locatedvatw.nikebiz.comwe post the following filings as soon as reastnpltacticable
after they are electronically filed with or furnesthto the Securities and Exchange Commission: muma report on Form 10-K, our quarterly
reports on Form 10-Q, our current reports on Forkhahd any amendments to those reports filed arighed pursuant to Section 13(a) or 15
(d) of the Securities and Exchange Act of 1934.saith filings on our NIKE Corporate web site araikable free of charge. Also available
the NIKE Corporate web site are the charters ottiramittees of our board of directors, as well asamrporate governance guidelines and
code of ethics; copies of any of these documentdwiprovided in print to any shareholder who sitbra request in writing to NIKE Invest
Relations, One Bowerman Drive, Beaverton, Oregdi0876453.

Our principal business activity is the design, depment and worldwide marketing of high quality feear, apparel, equipment, and
accessory products. NIKE is the largest sellettloietic footwear and athletic apparel in the wolle sell our products to retail accounts and
through a mix of independent distributors, licerssaed subsidiaries in over 120 countries aroundavitréd. Virtually all of our products are
manufactured by independent contractors. Virtualllfootwear and apparel products are produceddritie United States, while equipment
products are produced both in the United Statesabnohd.

Products

NIKE's athletic footwear products are designed puiity for specific athletic use, although a largeqentage of the products are worn
for casual or leisure purposes. We place consitieerhphasis on high quality construction and intiweadesign for men, women and
children. Running, basketball, children’s, crossfting and women'’s shoes are currently our toprggproduct categories and we expect
them to continue to lead in product sales in ther hature. However, we also market shoes desigmedutdoor activities, tennis, golf, soccer,
baseball, football, bicycling, volleyball, wrestlincheerleading, aquatic activities, hiking, anteotathletic and recreational uses.

We sell active sports apparel covering most ofaih@ve categories, athletically inspired lifestybparel, as well as athletic bags and
accessory items. NIKE apparel and accessoriesesigried to complement our athletic footwear progjfetature the same trademarks ant
sold through the same marketing and distributicemclels. We often market footwear, apparel and aocies in “collections” of similar
design or for specific purposes. We also markeaegpvith licensed college and professional teachlaague logos.

We sell a line of performance equipment under th€EN® brand name, including sport balls, eyewear, ska@s, gloves, and other
equipment designed for sports activities. We abpeeragreements for licensees to produce and d¢l Mrand swimwear, women's sports
bras, cycling apparel, maternity exercise weaidodi's clothing, school supplies, timepieces, alettronic media devices. We also sell
small amounts of various plastic products to othanufacturers through our wholly-owned subsididifsE IHM, Inc. and plastic injected
and metal products to other manufacturers througtwiolly-owned subsidiary, BAUER ltalia S.p.A.

We sell a line of dress and casual footwear, appactaccessories for men and women under the orames Cole Hagh, g Serie®,
and Bragan® through our wholly-owned subsidiary, Cole Haan hHiwdgd Incorporated, headquartered in Yarmouth, Maine
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Our wholly-owned subsidiary, Bauer NIKE Hockey Inteadquartered in Greenland, New Hampshire, matws and distributes ice
skates, skate blades, in-line roller skates, ptivgear, hockey sticks, hockey jerseys, licersgguarel and accessories under the Béaed
NIKE ®brand names. Bauer also offers a full selectioproflucts for street and roller hockey.

Our wholly-owned subsidiary Hurley International CL.headquartered in Costa Mesa, California, desagdsdistributes a line of action
sports apparel for surfing, skateboarding, and &manding, and youth lifestyle apparel and footwaader the Hurley brand name.

On September 4, 2003, the Company purchased Cenkrers headquartered in North Andover, Massacksjsghich designs and
distributes athletic and casual footwear, apparal, accessories under the Convérs€huck Taylo®, All Star®, One StaP, and Jack
Purcell® brand names.

Sales and Marketing
Financial information about geographic and segropetations appears in Note 17 of the consolidateth€ial statements on page 57.

We experience moderate fluctuations in aggregdés salume during the year. However, the mix ofdurct sales may vary
considerably from time to time as a result of clemnig seasonal and geographic demand for partitygdas of footwear, apparel, and
equipment.

Because NIKE is a consumer products company, thévwe popularity of various sports and fitness\atieés and changing design trer
affect the demand for our products. We must theeefespond to trends and shifts in consumer prefeieby adjusting the mix of existing
product offerings, developing new products, styed categories, and influencing sports and fitpesterences through aggressive marke
This is a continuing risk. Failure to timely andcegdately respond could have a material adversetaffeour sales and profitability.

United States Market

During fiscal 2004, sales in the United Statesl{ding U.S. sales of Cole Haan, Bauer NIKE Hockeyrley, NIKE Golf, and
Converse) accounted for approximately 47 percetdtaf revenues, compared to 49 percent in fist@B2and 53 percent in fiscal 2002. We
sell to approximately 28,000 retail accounts inlthnited States. The NIKE brand domestic retail aotdase includes a mix of footwear
stores, sporting goods stores, athletic specitdies, department stores, skate, tennis and goffsstand other retail accounts. During fiscal
year 2004, our three largest customers accounteapforoximately 26 percent of NIKE brand saleshia t/nited States excluding sales fr
NIKE Golf and Bauer NIKE Hockey, and 23 percentaifl sales in the United Stat

We make substantial use of our “futurestlering program, which allows retailers to ordee fto six months in advance of delivery w
the commitment that 90 percent of their orders hélldelivered within a set time period at a fixeide In fiscal year 2004, 90 percent of our
U.S. wholesale footwear shipments (excluding Cadar Bauer NIKE Hockey, Hurley, NIKE Golf, and Cense) were made under the
futures program, compared to 91 percent in fisé@i32and 92 percent in fiscal 2002. In fiscal 200d 2003, 67 percent of our U.S. wholes
apparel shipments (excluding U.S. licensed teara@bpCole Haan, Bauer NIKE Hockey, Hurley, NIKEIGand Converse) were made
under the futures program, compared to 69 perce2002.
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We utilize 21 NIKE sales offices to solicit salestie United States. We also utilize 10 independal®s representatives to sell specialty
products for golf, cycling, water sports and outdactivities. In addition, we operate the followirggail outlets in the United States:

Number

U.S. Retail Stores
NIKE factory stores (which carry primarily-grade and closeout merchandi 78
NIKE stores (including NIKE Women Store 5
NIKETOWNSs (designed to showcase NIKE produr 13
Employet-only stores 4
Cole Haan stores (including factory and employeees) 65
Total 165

NIKE’s domestic distribution centers for footweae docated in Wilsonville, Oregon, Memphis, Tenmessand Greenland, New
Hampshire. Apparel and equipment products are sdifygwm our Memphis, Tennessee, Tigard, OregonFaathill Ranch, California
distribution centers. Cole Haan and Bauer NIKE Hgckroducts are distributed primarily from GreendlaNew Hampshire, Converse
products are shipped from Ontario and Fontanafd&ala, and Hurley products are shipped from Cttsa, California.

International Markets

We sell our products in over 120 countries outsitithe United States through retail accounts, iedelent distributors, licensees,
subsidiaries and branch offices. Non-U.S. saledy(@ing Non-U.S. sales of Cole Haan, Bauer NIKE k& Hurley, NIKE Golf, and
Converse) accounted for 53 percent of total revemuéscal 2004, compared to 51 percent in i3 and 47 percent in fiscal 2002. We
operate 23 distribution centers in Europe, Asiastfalia, Latin America, Africa and Canada, and astribute through independent
distributors and licensees. We estimate that waaetore than 23,000 retail accounts outside thitdd States, excluding sales by
independent distributors and licensees. In manytri@s and regions, including Japan, Canada, Asiage Latin American countries, and
Europe, we have a futures ordering program foilezgasimilar to the United States futures progiasacribed above. NIKE's three largest
customers outside of the U.S. accounted for appratély 13 percent of non-U.S. sales.

We operate the following retail outlets outside theted States:

Number

Non-U.S. Retail Stores
NIKE factory stores 12¢€
NIKE stores and employ-only stores 2
NIKETOWNSs 2
Cole Haan stores (including factory and employeees) 35
Total 16t

International branch offices and subsidiaries dEare located in Argentina, Australia, Austrial@em, Brazil, Bulgaria, Canada,
Chile, Croatia, Czech Republic, Denmark, Finlan@n€e, Germany, Hong Kong, Hungary, Indonesiaanideland, Israel, Italy, Japan,
Korea, Lebanon, Malaysia, Mexico, New Zealand, Ne¢herlands, Norway, Peoples Republic of China, Fhiéippines, Poland, Portugal,
Russia, Singapore, Slovakia, Slovenia, South Afi8in, Sri Lanka, Sweden, Switzerland, Taiwargil@hd, Turkey, the United Kingdom,
and Vietnam.



Table of Contents

Orders

Worldwide futures orders for NIKE brand athletiofaear and apparel, scheduled for delivery fromediimough November 2004, were
$5.6 billion compared to $5.0 billion for the saperiod last year. Based upon historical data, weeeikthat approximately 95 percent of tr
orders will be filled in that time period, althoughme orders may be cancelled. Futures ordersoarenessarily indicative of future sales
trends. This is because the mix of orders can bhiftveen advance/futures and at-once orders. lii@idexchange rate fluctuations as well
as differing levels of order cancellations can eadifferences in the comparisons between futurésrerand actual revenues. Moreover, a
significant portion of our revenue is not deriveon futures orders, including wholesale sales oigent, U.S. licensed team apparel, B:
NIKE Hockey, Cole Haan, Converse, NIKE Golf, Hurleyd retail sales across all brar

Product Research and Development

We believe that our research and development sféoe a key factor in our past and future sucdesshnical innovation in the design
of footwear, apparel, and athletic equipment rezeintinued emphasis as NIKE strives to producdymis that reduce injury, aid athletic
performance and maximize comfort.

In addition to NIKE'’s own staff of specialists ing areas of biomechanics, exercise physiology neeging, industrial design and
related fields, we also utilize research commiteed advisory boards made up of athletes, coatla@isers, equipment managers,
orthopedists, podiatrists and other experts whealbmvith us and review designs, materials and eptscfor product improvement. Employee
athletes wear-test and evaluate products duringekign and development process.

Manufacturing

Virtually all of our footwear is produced outsidetbe United States. In fiscal 2004, contract sigsplin China, Indonesia, Vietham, and
Thailand manufactured 36 percent, 24 percent, 22epé and 16 percent of total NIKE brand footweaspectively. We also have
manufacturing agreements with independent factamiédggentina, Brazil, India, Mexico, and South it to manufacture footwear for sale
primarily within those countries. Our largest smfotwear supplier accounted for approximateleipnt of total fiscal 2004 footwear
production.

Almost all of NIKE brand apparel production forsab the United States market was manufactureddeuts the United States by
independent contract manufacturers located in 8ftcies. Most of this apparel production occurre@angladesh, China, Greece, Honduras,
India, Indonesia, Malaysia, Mexico, Pakistan, Thdippines, Sri Lanka, Taiwan, Thailand, and Turkail of our apparel production for sale
to the international market was manufactured oattié U.S. Our largest single apparel supplier aciea for approximately 5 percent of t
fiscal 2004 apparel production.

The principal materials used in our footwear prddaee natural and synthetic rubber, plastic comgsufoam cushioning materials,
nylon, leather, canvas, and polyurethane films wsadake AIR-SOLE cushioning components. NIKE IHKK., a wholly-owned subsidiary
of NIKE, is our sole supplier of the AIR-SOLE cushing components used in footwear. The principakenia@s used in our apparel products
are natural and synthetic fabrics and threadstiplasd metal hardware, and specialized performé#atmecs designed to repel rain, retain t
or efficiently transport body moisture. NIKE and @ontractors and suppliers buy raw materials Ik.ost raw materials are available in
countries where manufacturing takes place. We tawefar experienced little difficulty in satisfgirour raw material requirements.

Since 1972, Sojitz Corporation of America (“Softmerica”) and its predecessor, Nissho Iwai Ameri€amporation, a subsidiary of
Nissho Ilwai Corporation, a large Japanese tradimgpany that recently merged with Nichimen Corporathave performed significa
import-export financing services for us. Currenfgjitz
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America provides such financing services with respe at least 80% of the NIKE products sold owtsidl the United States, Europe and
Japan. Approximately 12% of NIKE products are smitside of the United States, Europe and Japan féilwe of Sojitz America to provid
these services or any failure of Sojitz Americasks could disrupt our ability to acquire produetsn our suppliers and to deliver products
to our customers outside of the United States, fiiend Japan. Such a disruption could result inetbudl orders that would adversely affect
sales and profitability. However, we believe thay auch disruption would be short term in duratioe to the ready availability of alternative
sources of financing at competitive rates. Oureniragreements with Sojitz America expire on MayZ105.

International Operations and Trade

Our international operations and sources of suppysubject to the usual risks of doing businessaah such as possible revaluation of
currencies, export duties, awtirmping duties, quotas, safeguard measures, teathéctions, restrictions on the transfer of fuads, in certail
parts of the world, political instability and terism. We have not, to date, been materially affétig any such risk, but cannot predict the
likelihood of such developments occurring. We halithat we have the ability to develop, over agekof time, adequate alternative sources
of supply for the products obtained from our présempliers outside of the United States. If evenévented us from acquiring products fi
our suppliers in a particular country, our openagicould be temporarily disrupted and we could ggpee an adverse financial impact.
However, we believe that we could abate any sustugiion within a period of no more than 12 montrs] that much of the adverse impact
on supply would, therefore, be of a short-term reatWe believe that our principal competitors argject to similar risks.

As a result of the Trade Act of 2003, the Unitedt& has implemented significant new Federal remeénts for cargo security, focused
on imports of containerized cargo. We are a sigaift importer of containerized cargo. Accordinghg, participate actively in appropriate
governmental programs, such as the Customs TratieePship Against Terrorism (“C-TPAT"), to redudsks of possible supply disruptions
caused by U.S. and international cargo securitydages and terrorism.

All of our products manufactured overseas and itgabinto the United States and other countriesabgect to customs duties collected
by customs authorities. Customs information suleditiy us is routinely subject to review by cust@uathorities. We are unable to predict
whether additional customs duties, anti-dumpingeduiguotas, safeguard measures, or other tratlietiess may be imposed on the
importation of our products in the future. Suchatd could result in increases in the cost of aodpcts generally and might adversely affect
the sales or profitability of NIKE and the importembtwear and apparel industry as a whole. Accaigiinve are actively monitoring the
developments described below.

Imports into the European Union

In 1994, the European Commission (“EU") imposedtgamn certain types of footwear manufactured im&Hhrhese quotas replaced
national quotas that had previously been in effeseveral European Member States. Footwear dasignaise in sporting activities, meeti
certain technical criteria and having a CIF (cosurance and freight) price above 9 euros (“Spdaahnology Athletic Footwear” or
“STAF”"), has been excluded from the quotas. As a resuteoSTAF exclusion, and the amount of quota mad#adNa to us, the quotas he
not, to date, had a material effect on our businesaddition, the EU has confirmed that footweaotas will be eliminated globally beginni
January 1, 2005. However, as part of China’s 2@@&ssion to the World Trade Organization (“WTQZ)ina entered into an agreement v
the EU and other WTO members to abide by a speafefuard arrangement whereby quotas could be gdpms any product sourced in
China, including footwear, if there was a surgémports from China into another WTO country, antkaé legal proceeding it was
determined that such imports were injuring a domgsbducer. Additionally, under longstanding WT@es, all WTO member countries
reserve the right to impose (1) safeguard measures
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(temporary quotas) if it can be demonstrated iegall proceeding that increased imports are injuaimagther WTO member’s domestic
industry; and (2) anti-dumping measures if it cardemonstrated in a legal proceeding that impoetdaing sold at an unfair low price in
another WTO member’s home market.

Accordingly, with the phase-out of the quotas atltleginning of 2005, and the expiration of a sdpdfd) anti-dumping case in 2003
against footwear made in China, Indonesia and @hdjlthere may be renewed pressure from some sedtbin Europe to re-impose some
level of trade protection on imported footwear. Wit is unlikely that the EU will pursue any suattion, we will monitor the circumstances
closely and if action is initiated, we will work toitigate any significant business risks. We balighat our major competitors stand in much
the same position of risk regarding these potettiale measures.

On May 1, 2004 ten new countries joined the EUthiedEU single market. An agreement was reachenctease the current EU quotas
on footwear to account for the enlarged EU mank#8tE and other manufacturers do not expect thisaespn of the EU single market to
present any significant challenges to the impartainto the EU of sports footwear produced in Chgiace the EU increased quotas take into
account the enlarged consumer and market demand.

If EU trade measures become substantially moreictee we would consider shifting, to the extenspible, the production of our
sports footwear to other countries in order to rreamcompetitive pricing and access to these mark##e believe that we are prepared to deal
effectively with any such change of circumstanaes that any adverse impact would be of a temparatyre. We continue to closely moni
international restrictions and maintain our metiiantry sourcing strategy and contingency plansbaleve that our principal competitors .
subject to similar risks regarding these trade nnesss

Imports into the United States

We currently source a portion of our footwear apgaael products from factories in Vietham. In 20 United States Congress and
the Vietnamese National Assembly approved a congmske bilateral trade agreement, which, amongrdttiegs, provides reciprocal, non-
discriminatory Normal Trade Relations (“NTR”) betvethe U.S. and Vietnam. Following that approvs, t).S. granted an annual extension
of NTR to Vietham. The U.S. President must renew ghant annually with the opportunity for revieyw @ongress. In June 2004, President
Bush renewed NTR for Vietnam for an additional yaad we anticipate Congress will support this denisWe currently believe that, absent
unforeseen circumstances, the President will coathiis annual extensions of NTR to Vietnam and @uatgress will support the President’s
decisions. The annual extensions on NTR will reniaiplace until Vietnam enters the WTO, at whighdithe U.S. must grant Vietham
permanent NTR. Vietham’s WTO accession negotiatavesongoing, and may conclude as early as th@&2@05. Ongoing NTR trading
status for Vietnam will allow us to expand our potion and marketing opportunities in Viethnam aldvafor Viethamese-sourced product
to continue to enter the United States at NTRfteaies.

Expiration of the Textile and Apparel Multi-Fiber A rrangement

Under the WTO, the Multi-Fiber Arrangement, a falgeade old agreement that allows WTO countriesfmse quotas on the import
of textile and apparel products, will expire onuany 1, 2005. This effectively means that all trafleextile and apparel products between
WTO members will be free from quotas at the enthef2004 calendar year. Elimination of textile apgarel quotas is significant for NIKE
and other textile and apparel companies as it gesvihese companies greater flexibility in theibgll sourcing decisions. At the same time,
we are monitoring closely actions by textile angamel importing countries to ensure that they doumilaterally attempt to re-impose
restrictions through some other legal mechanisith si8 safeguards, anti-dumping measures, or icae of China (as part of the agreement
reached in China’s 2001 WTO accession), throughsttioet-term re-imposition of quotas on certain gates of textile and apparel products
in order to
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protect a domestic market from surging Chinese itsptn the event of any significant protectiorirside actions, we will evaluate alternative
sourcing options and will work to mitigate any sfgrant business risks. We believe that our priatigompetitors are subject to similar risks
regarding these potential trade measures.

Competition

The athletic footwear, apparel and equipment ingiustkeenly competitive in the United States anchavorldwide basis. We compete
internationally with an increasing number of atitleind leisure shoe companies, athletic and leiapparel companies, sports equipment
companies, and large companies having diversifiezlof athletic and leisure shoes, apparel angpewant, including Reebok, Adidas and
others. The intense competition and the rapid cesungtechnology and consumer preferences in thikatsafor athletic and leisure footwear
and apparel, and athletic equipment, constituteifségnt risk factors in our operations.

NIKE is the largest seller of athletic footwear attletic apparel in the world. Performance anibdity of shoes, apparel, and
equipment, new product development, price, prodtlesitity through marketing and promotion, and costo support and service are
important aspects of competition in the athletiotfaear, apparel and equipment industry. To helgketasur products, we contract with
prominent and influential athletes, coaches, teawiteges, and sports leagues to endorse our beartlase our products, and we actively
sponsor sporting events and clinics. We believewlsare competitive in all of these areas.

Trademarks and Patents

We utilize trademarks on nearly all of our produansl believe that having distinctive marks thatrasalily identifiable is an important
factor in creating a market for our goods, in idfgirtg the Company, and in distinguishing our goéasn the goods of others. We consider
our NIKE ® and Swoosh Desightrademarks to be among our most valuable asseteafmve registered these trademarks in over 100
countries. In addition, we own many other traderadinat we utilize in marketing our products. Wetauure to vigorously protect our
trademarks against infringement.

NIKE has an exclusive, worldwide license to makd sell footwear using patented “Air” technology.€Tprocess utilizes pressurized
gas encapsulated in polyurethane. Some of the Bz AIR ® patents have expired, which may enable competitouse certain types of
similar technology. Subsequent NIKE AIR patentd wilt expire for several years. We also have hutglod U.S. and foreign patents
covering components, features, and designs useatious athletic and leisure shoes, apparel, angegent. These patents expire at various
times, and have a remaining duration of from nowattieast 2024, although the duration of patentesdy country. We believe that our
success depends primarily upon skills in desiggeaech and development, production and marketihgirséhan upon our patent position.
However, we have followed a policy of filing apglitons for United States and foreign patents ornitions, designs and improvements that
we deem valuable.

Employees

We had approximately 24,667 employees at May 3@42Management considers its relationship with eyges to be excellent. None
of our employees are represented by a union, Wwétekception of Bauer NIKE Hockey Inc. Of Bauer ElKockey’s North American
employees, approximately 47 percent, or approxilp@@2, are covered by three union collective benigg agreements with three separate
bargaining units, and all of Bauer NIKE Hockey'gpeagximately 130 non-immigrant employees in Italg aovered by three collective
bargaining agreements. The collective bargainimgements expire on various dates from 2005 thr@@g§f7. There has never been a mat
interruption of operations due to labor disagreemsen
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Executive Officers of the Registrant
The executive officers of NIKE as of July 25, 2Gi34¢ as follows:

Philip H. Knight,Chief Executive Officer, Chairman of the Board, d&vésident — Mr. Knight, 66, a director since 1968 cofounde!
of NIKE and, except for the period from June 198®tgh September 1984, served as its PresidentX¥8&8 to 1990, and from June 2000 to
present. Prior to 1968, Mr. Knight was a certifprelic accountant with Price Waterhouse and Coofdrgbrand and was an Assistant
Professor of Business Administration at Portlarate&SUniversity.

Donald W. Blair,Vice President and Chief Financial Officer M. Blair, 46, joined NIKE in November 1999. Pritar joining NIKE, he
held a number of financial management positionk Witpsico, Inc., including Vice President, FinantBepsi-Cola Asia, Vice President,
Planning of PepsiCo’s Pizza Hut Division, and Seniice President, Finance of The Pepsi Bottling@xdnc. Prior to joining Pepsico, Mr.
Blair was a certified public accountant with DelejtHaskins, and Sells.

Thomas E. ClarkeRPresident of New Ventures — Dr. Clarke, 53, a doesince 1994, joined the Company in 1980. He agsointed
divisional Vice President in charge of marketind.#87, elected corporate Vice President in 198f¢ped General Manager in 1990, and
served as President and Chief Operating Officenft®94 to 2000. Dr. Clarke previously held varipositions with the Company, primarily
in research, design, development and marketingClarke holds a doctorate degree in biomechanics.

Wesley A. ColemanVice President, Global Human ResourcedtColeman, 54, has been employed by Nike sin€@2 20 his currer
role. Prior to joining NIKE, he held a number of iHan Resource positions over a 20-year period with $ohnson and Sons, Inc., including
Vice President HR, North America and Vice PresidéRt Asia/Pacific.

Charles D. DensorRresident of the NIKE Brand — Mr. Denson, 48, hasrbemployed by NIKE since February 1979. Mr. Danso
held several positions within the Company, inclgdiis appointments as Director of USA Apparel Salek994, divisional Vice President,
US Sales in 1994, divisional Vice President Europ®ales in 1997, divisional Vice President and @Gardanager, NIKE Europe in 1998,
Vice President and General Manager of NIKE USALInel2000, and President of the NIKE Brand in M&aa1l.

Gary M. DeStefand?resident of USA Operations — Mr. DeStefano, 48, lheen employed by NIKE since 1982, with primary
responsibilities in sales and regional administratMr. DeStefano was appointed Director of DonteStles in 1990, divisional Vice
President in charge of domestic sales in 1992, President of Global Sales in 1996, Vice Presidet General Manager of Asia Pacific in
March 1997, and President of USA Operations in M&@01.

Trevor Edwards Vice President, Global Brand Management — Mr. Bdis, 41, joined the Company in 1992. He was apgdin
Marketing Manager, Strategic Accounts, Foot Lodketr993, Director of Marketing, the Americas in 59®irector of Marketing, Europe in
1997, Vice President, Marketing for Europe, MidBkst and Africa in 1999, and Vice President, UShBrslarketing in 2000. Mr. Edwards
was appointed corporate Vice President, Global @Management in November 2002.

Mindy F. Grossmaryice President of Global Apparel — Ms. Grossman),jdied NIKE in October 2000. Prior to joining NE she
was President and Chief Executive Officer of P@ans Company/Ralph Lauren, a division of Jones Aghizroup, Inc. from 1995 to 2000.
Prior to that, Ms. Grossman was Vice President@vNBusiness Development at Polo Ralph Lauren Goym 1994 to 1995, President of
The Warnaco Group Inc. Chaps Ralph Lauren divisimd, Senior Vice President of The Warnaco GroupMenswear division from 1991
1994,
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Adam S. HelfantVice President, Global Sports Marketing — Mr. tdat, 39, joined NIKE in 1995 in the Company'’s ledapartment,
and was appointed Director of Business Affairs@Gwobal Sports Marketing in 1997, Director of Glolsgdorts Marketing in 1998, Director of
US Sports Marketing in 2001, Vice President of 88 Marketing in 2003, and corporate Vice Prasidélobal Sports Marketing effecti
August 2004. Prior to joining NIKE, he was in ptiggractice and an attorney for NHL Enterprises, In

P. Eunan McLaughlinyice President, Europe, Middle East & Africa — NificLaughlin, 46, joined NIKE as Director of SaledK&
Europe in February 1999, and was appointed Vicsigkeat Commercial Sales and Retail in 2000, Viasident, Asia Pacific in 2001, and
Vice President, Europe, Middle East & Africa in M2§04. Prior to joining NIKE, he was Partner andé/President of Consumer & Retail
Practices Division, Korn/Ferry International frord9b to 1999. From 1983 to 1996 Mr. McLaughlin heddious positions with Mars, Inc. in
Finance, Sales, Marketing and General Management.

D. Scott OlivetVice President, NIKE Subsidiaries and New Busiri2egelopment — Mr. Olivet, 42, joined NIKE in Auguabo1l.
Prior to joining NIKE, he was a Senior Vice Presidef Gap Inc., responsible for real estate, sti@sign, and construction across Gap,
Banana Republic, and Old Navy brands from 19982 Prior to that, Mr. Olivet was employed by B&iCompany, an international
strategic consulting firm from 1984 to 1998 (a Rartfrom 1993 to 1998). In addition to direct cti@rork, Mr. Olivet was the leader of the
firm’s worldwide practice in organizational effesthess and change management.

Mark G. ParkerPresident of the NIKE Brand -Mr. Parker, 48, has been employed by NIKE since9ith primary responsibilities
product research, design and development, marketimjbrand management. Mr. Parker was appointésiatial Vice President in charge
development in 1987, corporate Vice President 891@%eneral Manager in 1993, Vice President of @lélmotwear in 1998, and Presider
the NIKE Brand in March 2001.

Eric D. SprunkyVice President, Global Footwear — Mr. Sprunk, 4dn¢d the Company in 1993. He was appointed FinBireetor
and General Manager of the Americas in 1994, Fiedcector, NIKE Europe in 1995, Regional Generardger, NIKE Europe Footweat
1998, and Vice President & General Manager of threAcas in 2000. Mr. Sprunk was appointed corpdvate President, Global Footwear
in June 2001.

Lindsay D. Stewartyice President and Chief of Staff, and Secretarji—Stewart, 57, joined NIKE as Assistant Corpoi@tinsel in
1981. Mr. Stewart became Corporate Counsel in 19d83wvas appointed Vice President and General Cbumd891, and Chief of Staff in
March 2001. Prior to joining NIKE, Mr. Stewart wisprivate practice and an attorney for GeorgiaHfitaCorporation.

Roland P. WolframYice President and General Manager, Asia Pacifiti=—Wolfram, 44, joined NIKE as Vice President,&é&gic
Planning in November 1998, and was appointed ViesiBlent, Global Operations & Technology in 2008] ¥ice President, Asia Pacific in
April 2004. Prior to NIKE, Mr. Wolfram was Vice Psielent and General Manager at Pacific Bell Viderriges.
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Item 2. Properties
Following is a summary of principal properties owra leased by NIKE.

The NIKE World Campus, owned by NIKE and located&averton, Oregon, USA, is a 176 acre facilitt6fbuildings which
functions as our world headquarters and is occupjealmost 6,000 employees engaged in managenesegnch, design, development,
marketing, finance, and other administrative fumasi from nearly all divisions of the Company. Weodkase various office facilities in the
surrounding metropolitan area. We lease a sintilatr smaller, administrative facility in Hilversumhe Netherlands, which serves as the
headquarters for the Europe, Middle East and AfRegion.

There are three significant distribution and custoservice facilities for NIKE brand products iretbnited States. Two of them are
located in Memphis, Tennessee, one of which ilksand one is located in Wilsonville, Oregon, Wt leased. Cole Haan and Bauer N
Hockey also operate a leased distribution facititsreenland, New Hampshire. Leased distributiailifees for other brands and subsidiaries
are located in various parts of the country. We &ase distribution and customer service facdlittemany parts of the world, the most
significant of which are the Japan distributioniliaclocated in Tomisatomachi, Japan, and the Rerdistribution facility located in Laakdal,
Belgium.

We manufacture NIKE Air-Sole cushioning materiatsl @zomponents at a NIKE IHM, Inc. manufacturingilfgclocated in Beaverton,
Oregon.

Aside from the principal properties described abowe lease approximately 22 production offices ioletthe United States,
approximately 100 sales offices and showrooms waded, and approximately 65 administrative officesrldwide. We lease approximately
330 retail stores worldwide, which consist primanf factory outlet storesSee “United States Market” and “International Maitk& on
pages 3 and 4 of this repoOur leases expire at various dates through the3@2¢.

Iltem 3. Legal Proceedings

There are no material pending legal proceedingigrahan ordinary routine litigation incidentaldor business, to which we are a party
or of which any of our property is the subject.
ltem 4. Submission of Matters to a Vote of Security Holders

No matter was submitted during the fourth quartehe 2004 fiscal year to a vote of security hafdénrough the solicitation of proxies
or otherwise.

11
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PART Il

Iltem 5. Market for Registrant's Common Equity, Related Skbmlder Matters and Issuer Purchases of Equity Seities

NIKE’s Class B Common Stock is listed on the NewRk/Stock Exchange and trades under the symbol MKHuly 26, 2004, there
were 19,069 holders of record of our Class B Com@&imtk and 21 holders of record of our Class A Comi8tock. These figures do not
include beneficial owners who hold shares in nominame. The Class A Common Stock is not publicgieéd but each share is convertible
upon request of the holder into one share of MBa€®mmon Stock.

We refer to the table entitled “Selected Quart&ilyancial Data” in Iltem 6, which lists, for the mets indicated, the range of high and
low closing sales prices on the New York Stock Exgde. That table also describes the amount anddney of all cash dividends declared
on our common stock for the 2004 and 2003 fiscatye

The following table presents a summary of sharenemses made by NIKE during the quarter ended 31aY004 under the four-year
$1.0 billion share repurchase program authorizedusyBoard of Directors and announced in June 2000.

Total Number of Sharet

Total Number of Average Price Maximum Dollar
Purchased as Part of Value of Shares that Ma;
Shares Purchase Paid per Plljblicly Announced li(et Be Purchased Y
Period Share Plans or Programs Under the Plans or Program:
(in millions)
March 1— March 31, 200: 701,70( $ 74.8¢ 701,70( $ 118.2
April 1 — April 30, 2004 1,580,99. $ 74.7¢ 1,580,99.
May 1— May 31, 2004 — — — —
Total 2,282,69: $ 74.7¢ 2,282,69: —

During the quarter ended May 31, 2004 we compléteds1.0 billion share repurchase program. On 24n2004, our Board of
Directors authorized and announced a new $1.®biBhare repurchase program to be completed oeeretkt four fiscal years.
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ltem 6. Selected Financial Data

Year Ended May 31,

Revenue:

Gross margir

Gross margin ¢

Restructuring charge, n

Income before accounting char

Cumulative effect of change in accounting princi

Net income

Basic earnings per common shg
Income before accounting char
Cumulative effect of change in accounting princi
Net income

Diluted earnings per common shs
Income before accounting char
Cumulative effect of change in accounting princi
Net income

Average common shares outstanc

Diluted average common shares outstan:

Cash dividends declared per common sl

Cash flow from operatior

Price range of common sto
High
Low

At May 31,

Cash and equivalen
Shor-term investment
Inventories

Working capital

Total asset

Long-term debr
Redeemable Preferred Stc
Shareholder equity
Yeal-end stock prici
Market capitalizatior

Financial Ratios:

Return on equit

Return on asse

Inventory turns

Current ratio at May 3

Price/Earnings ratio at May 31 (Diluted before astong
change

Financial History

2004 2003 2002 2001 2000
(In millions, except per share data and financial atios)
$12,253.: $10,697.( $ 9,893.( $ 9,488.¢ $ 8,995.:
5,251. 4,383. 3,888.: 3,703.¢ 3,591.¢
42.%% 41.(% 39.7% 39.(% 39.¢%
— — — 0.1 (2.5)
945.¢ 740.] 668.: 589.1% 579.1
— 266.1 5.C — —
945.¢ 474.( 663.< 589.7 579.1
3.5¢ 2.8C 2.5(C 2.1¢ 2.1C
— 1.01 0.0z — —
3.5¢ 1.7¢ 2.4¢ 2.1¢ 2.1C
3.51 2.71 2.4¢ 2.1¢ 2.07
— 1.0C 0.0z — —
3.51 1.77 2.44 2.1¢ 2.07
263.2 264.t 267.1 270.( 275.
269.7 267.¢ 2722 273.C 279.¢
0.74 0.54 0.4¢ 0.4¢ 0.4¢
1,514.. 922.( 1,082.; 656.5 699.¢
78.5¢€ 57.8¢ 63.9¢ 59.43¢ 64.12¢
49.6( 38.5: 40.81 35.18¢ 26.56:
$ 828.( $ 634.( $ 575t $ 304« $ 254.:
400.¢ — — — —
1,633.¢ 1,514.¢ 1,373.¢ 1,424.; 1,446.(
3,503.( 2,766.t 2,321t 1,838.¢ 1,456.¢
7,891.¢ 6,821.: 6,440.( 5,819.¢ 5,856.¢
682.4 551.¢ 625.¢ 435.¢ 470.%
0.3 0.2 0.2 0.3 0.3
4,781. 3,990.° 3,839.( 3,494t 3,136.(
71.1° 55.9¢ 53.7¢ 41.10( 42.87¢
18,724.. 14,758.¢ 14,302.! 11,039.! 11,559.:
21.€% 18.% 18.2% 17.&€% 17.%
12.% 11.2% 10.% 10.1% 10.4£%
4.4 4.4 4.2 4.C 4.1
2.7 2.4 2 2.C 1.7
20.2 20.2 21.¢ 19.C 20.7
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The Company’s Class B Common Stock is listed o\ York Stock Exchange and trades under the syhk&. At May 31, 2004,

there were approximately 160,000 shareholders a$<CA and Class B common stock.

Selected Quarterly Financial Data

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2004 2003 2004 2003 2004 2003 2004 2003
(Unaudited)
(In millions, except per share data and financial atios)

Revenue: $3,024.¢ $2,796.: $2,837.: $2,514.7 $2,904.( $2,400.¢ $3,487.. $2,985.:
Gross margir 1,301 1,157.: 1,199.¢ 1,010.: 1,221.¢ 976.( 1,528.° 1,240.:
Gross margin ¢ 43.(% 41.2% 42.% 40.2% 42.1% 40.7% 43.8% 41.5%
Income before accounting chan 261.2 217.2 179.1 152.C 200.2 124.7 305.( 246.2
Basic earnings per common share before accountiagge 0.9¢ 0.82 0.6¢ 0.57 0.7€ 0.47 1.1€ 0.92
Diluted earnings per common share before accountiagge 0.9¢ 0.81 0.6€ 0.57 0.74 0.47 1.1z 0.9z
Net income (loss 261.2 (48.9) 179.1 152.C 200.: 124 305.( 246.2
Average common shares outstanc 262.¢ 265.< 263.% 264.7 263.t 263.¢ 263.Z 264.C
Diluted average common shares outstan 267.2 269.1 269.t 267.5 271.1 266.7 270.¢ 267.€
Cash dividends declared per common sl 0.14 0.12 0.2C 0.14 0.2C 0.14 0.2C 0.14
Price range of common sto

High 57.5C 57.8¢ 67.4¢ 48.2% 74.6( 48.4% 78.5¢ 56.5€

Low 49.6( 40.5( 55.07 38.5¢ 63.22 41.1¢ 65.81 45.51]

Item 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations
Overview

NIKE designs, develops and markets high qualityvi@ar, apparel, equipment, and accessory produnisiwide. We are the largest
seller of athletic footwear and athletic apparethia world and sell our products primarily throughombination of retail accounts in the
United States and through a mix of independentidigbrs, licensees and subsidiaries in over 12t@es. Our goal is to deliver value to
five constituencies: shareholders, consumers, bssipartners, employees and the community. Weaadmliver that value by focusing on

mission ...
To bring inspiration and innovation to every atlefetn the world

*If you have a body, you are an athlete.
and building our capabilities in four key areas:
» Deepening our relationship with consumers;
» Delivering superior, innovative product to the netfkace;
» Making our supply chain a competitive advantageubh operational discipline and excellence; and

» Accelerating growth through focused execution.

We believe we can create value for our shareholdessiving for the following key long-term finaia goals:
. High single digit revenue growth;

. Mid-teens earnings per share growth;
. Increased return on invested capital and accetkash flows; and

. Delivery of consistent results through managemeéntio diversified portfolio of businesses.

14
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In fiscal 2004 we met or surpassed these goalsapilinthrough a combination of revenue growth anosg margin improvements acr
our businesses, management of working capital hategepurchases. In addition, the impact of foreigrrency changes has had a signifi
favorable impact on this year’s financial resutkhough in any particular quarter or even annweiqd we may not meet some or all of the
financial goals outlined above, we believe theseagpropriate goals for the longer term.

Results of Operations

% Change % Change
2004 2003 2002
Revenue! $12,253.: $10,697.( 15% $9,893.( 8%
Cost of sale: 7,001. 6,313.¢ 11% 6,004. 5%
Gross margir 5,251.° 4,383.¢ 20% 3,888.: 13%
Gross margin ¢ 42.9% 41.(% 39.2%
Selling and administrativ 3,702.( 3,154.; 17% 2,835.¢ 11%
% of Revenue 30.2% 29.5% 28.1%
Income before cumulative effect of accountini
change 945.€ 740.1 28% 668.% 11%
Net income 945.€ 474.C 9%% 663.: (29)%
Diluted earnings per share — before account
change 3.51 2.71 27% 2.4€ 13%
Diluted earnings per sha 3.51 1.77 98% 2.44 (27)%

Fiscal 2004 Compared to Fiscal 2003
Consolidated Operating Results

In fiscal 2004, consolidated revenues grew 15 pereersus fiscal 2003; seven percentage pointsi@frowth can be attributed to
changes in currency exchange rates, primarily fomger euro. Excluding the impact of changes meiffn currency, revenue growth in our
international regions contributed 3 percentagetsdmthe consolidated revenue growth and all tbfemur international regions posted hig
revenues, with our Asia Pacific Region making tirgést contribution. Converse, which was acquitédeabeginning of the second quarter
of fiscal 2004, contributed 2 percentage pointsafsolidated revenue growth. See the accomparmuartes to Consolidated Financial
Statements (Note 15 — Acquisitiéor) additional information related to the acquisiti Improved sales in the U.S Region and increasesii
Other businesses drove the balance of the consadidavenue growth.

During fiscal 2004, our consolidated gross margircpntage improved 190 basis points versus the year, from 41.0% to 42.9%. T
primary factors contributing to the improved grosargin percentage for fiscal 2004 were as follows:

(1) Changes in hedge rates, primarily the euro, reptedér0 basis points of improvement for fiscal 2004e positive impact
of hedge rates on the fiscal 2004 gross margingoéage was most significant in the fourth quaentributing 140 basis
points of the year-over-year quarterly improvemésta majority of product purchases for fiscal 20@%ve been hedged,
we expect a positive impact on our gross margisgreage in fiscal 2005 due to improved year-over-yedge rates,
primarily for the euro. See the accompanyifes to Consolidated Financial Statements (Note-IRisk Management ai
Derivatives)for additional information on hedge

(2)  Higher indine pricing margins (net revenue for current pretdafferings minus landed product cost) drove agipnately 7C
basis points of the improvement in the consolidaeds margin percentage for fiscal 2004. Thigiimarily attributable to
improved footwear margins as a result of lower paiaosts due to manufacturing efficiencies, redunaterials costs and
lower air freight.

15



Table of Contents

(3) Improved profitability on wholesale closeout sgliesn-current product offerings), primarily in the U.SidaEurope, Middlt
East and Africa (EMEA) regions due to improved elmst pricing margins, partially offset by increasdxolescence
reserves due to a less favorable mix of productneimg in closeout inventory. These factors repnesa approximately 10
basis points of the improvement in the consolidaexds margin percentage for fiscal 2C

(4) Most of the remaining increase was due to imprayeds margin percentages for NIKE-owned retailestan the U.S. and
EMEA regions, which contributed approximately 3@ibgoints of the improvement in consolidated graasgins for
fiscal 2004,

Fiscal 2004 selling and administrative expense,prsad of demand creation and operating overhaaay 7% versus fiscal 2003.
Demand creation (advertising and promotion) expemne® 18% to $1,377.9 million in fiscal 2004. Seymncentage points of the increase in
demand creation was due to changes in currencyaegetrates. Excluding the impact of changes iridareurrency rates, the increase in
demand creation spending for the fiscal year wiabatable to higher spending on endorsement cotstia the U.S., primarily basketball
(3 percentage point impact), incremental investnrengtail marketing in the U.S., EMEA, and Asiacia regions (3 percentage point
impact), and higher advertising spending in theaAZacific region (1 percentage point impact). Tdhditeon of Converse contributed 2
percentage points of the demand creation increagbéd year.

Operating overhead for fiscal 2004 was $2,324.1ianila 17% increase over fiscal 2003. Currencyharge rates contributed 5
percentage points of the increase. The additidbavfverse accounted for 2 percentage points of ¢grd@ther key factors driving the increase
in operating overhead for the fiscal year wereirfajeased incentive-based compensation for empk{® percentage points); and (b)
increased costs to support the growth of our NIK#f GCole Haan, Bauer NIKE Hockey and Hurley busses (2 percentage points). The
remaining increase, about 5 percentage pointsinsaply attributable to normal wage increases aoohe added infrastructure necessary to
support global business growth, including costatesl to our worldwide supply chain initiative ardtigional factory outlet stores in the
EMEA Region.

Over the last five years, as part of the ongoirigiive to upgrade our worldwide supply chain, xave implemented new systems in
Canada, the U.S. and EMEA regions and are now imghging them in Japan, Southeast Asia and our iamg Apparel operations. Over
the next few years, we will work to continue to anbe the systems and related processes in thesiope and complete the implementation
of new systems in the remainder of our global djp@na. This initiative is intended to improve reven(by increasing our ability to respond to
market conditions); improve margins (by lowering trolume of clos@®ut inventories and distribution costs includingonnd air freight); an
improve cash flow (by reducing inventories and aexds receivable through better visibility). In tHeS. and EMEA regions, where the new
systems have been in place for over a year, we hegen to see improvements in several key perfocamameasures including gross margins
(see above) and cash flows (see below). The ukiteael of benefit to revenues, margins, and ckstsfwill not be known until the new
systems and processes have been implementedrienizéning countries in which we operate and glgbaliegrated in subsequent years. At
fiscal year end, approximately 80 percent of NIKEUsinesses had completed implementation of thesystems. During the period of
implementation, operating overhead expense wiltinae to include both the cost of implementing apérating new systems and the cost of
supporting the legacy systems. We anticipate catingléhe majority of the remaining implementatiangr the next two years.

Other expense, net, was $74.7 million for fiscad2@ompared to $77.5 million in fiscal 2003. Begnnthis fiscal year, interest incor
and profit sharing expense previously includedthreoexpense, net, are included in interest expemteand selling and administrative
expense, respectively. The presentation of priar genounts has been adjusted to conform to themuctassification. The most significant
components of other expense, net (comprising appaiely 64 percent of this year’s net expense @hgefcent of fiscal 2008’net expense
was foreign currency losses (primarily hedge lossemtercompany charges to a European subsididrgse functional currency is the euro),
and hedge losses from that subsidiary’s investniarnisS. Dollar denominated debt securities avégldbr-sale. These losses are reflected in
the Corporate line in our segment
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presentation of pre-tax income in the accompaniatgs to Consolidated Financial Statements (Note-1@perating Segments and Related
Information). The hedge losses reflect that the euro has strengd considerably since we entered into thesgeheahtracts. Also included

in other expense, net, for fiscal 2004 was an asxen net losses on asset disposals, includiagsaof $5.3 million on land gifted to the NIl
Foundation in the first quarter.

In 2004, net foreign currency losses in other egpenet, were more than offset by favorable traioslaf foreign currency denominat
profits, most significantly in EMEA. Our estimatéthe net impact of these losses and the favotabteslation is a $157 million addition to
consolidated income before income taxes compar#tetprior year. Consistent with our existing p@lg; in fiscal 2005 we have continued to
hedge a portion of anticipated intercompany chaagesinvestments in U.S. Dollar denominated dettisies available-for-sale. We expect
the net impact of any hedge losses or gains andftbetting translation impact will result in a sificantly lower net benefit to fiscal 2005
than was realized in fiscal 2004.

Our effective tax rate for fiscal 2004 was 34.8%ijchk is higher than the fiscal 2003 rate of 34.19&aesult of a higher tax provision
foreign earnings in fiscal 2004.

Included in net income for fiscal 2003 was a $26#illion charge for the cumulative effect of implenting Statement of Financial
Accounting Standard (SFAS) No. 142, “Goodwill anth€ Intangible Assets,” (FAS 142). This chargated to the impairment of goodwill
and trademarks associated with Bauer NIKE Hockeltha goodwill of Cole Haan, reflecting that the faalues we estimated for these as
were less than the carrying values. See the acanyimgaNotes to Consolidated Financial Statements (Note Wentifiable Intangible Assets
and Goodwill)for further information.

Worldwide futures and advance orders for footweat @pparel scheduled for delivery from June throNgliember 2004 were 11.3%
higher than such orders reported for the compaidaied of fiscal 2003. One point of this reporiecrease was due to changes in currency
exchange rates versus the same period last yegudinxg this currency impact, higher average selpnices for footwear across all regions
contributed 3 points of the growth in overall fiedarand advance orders. The remaining increase weatbd/olume increases for both apparel
and footwear. On our June 24, 2004 press releasegported that worldwide futures and advance erfterthis period were up 10.7% as
compared to last year. Our futures program perchigsges to orders for a short period of time follmnrthe order deadline. Such changes to
orders, most notably in the U.S. and Asia Pacégions, increased the growth in worldwide futui@stiie June through November period by
0.6 percentage points to 11.3%. As always, thertegdutures orders growth is not necessarily iatie of our expectation of revenue
growth during this period. This is because the afigrders can shift between advance/futures amhed-orders. In addition, exchange rate
fluctuations as well as differing levels of ordancellations can cause differences in the compagibetween futures orders and actual
revenues. Moreover, a significant portion of oweraue is not derived from futures orders, includirtpplesale sales of equipment, U.S.
licensed team apparel, Bauer NIKE Hockey, Cole H&amverse, NIKE Golf, Hurley, and retail salesossrall brands.
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Operating Segments
The breakdown of revenues follows:

FY04 vs FY03 vs
Fiscal Fiscal FY03 Fiscal FY02
2004 2003 % CHG 2002 % CHG

(Dollars in millions)

U.S. Regior
Footweal $ 3,070. $ 3,019.t 2% $3,135.! (4%
Apparel 1,433.! 1,351.( €% 1,255.° &%
Equipment 289.¢ 287.¢ 1% 278.¢ 3%
Total U.S. 4,793 4,658.¢ 3% 4,669.¢ —
EMEA Region
Footweal 2,232.. 1,896.( 18% 1,543.¢ 23%
Apparel 1,333.¢ 1,133.: 18% 977.¢ 16%
Equipment 268.¢ 212.¢ 26% 174.¢ 22%
Total EMEA 3,834.: 3,241." 18% 2,696.! 20%
Asia Pacific Regiol
Footweal 855.: 730.¢ 17% 638.2 14%
Apparel 612.: 497.¢ 23% 400.¢ 24%
Equipment 145.¢ 120.¢ 21% 96.1 26%
Total Asia Pacific 1,613.: 1,349.: 20% 1,134.¢ 19%
Americas Regiol
Footweat 412.( 337.: 22% 359.1 (6)%
Apparel 165.¢ 148.1 12% 167.1 (12)%
Equipment 47.C 41.¢€ 13% 41.¢€ ()%
Total Americas 624.¢ 527.( 19% 568.1 (7%
10,866.. 9,776.: 11% 9,069.: 8%
Other 1,386.¢ 920.% 51% 823.¢ 12%
Total Revenue $12,253.: $10,697.( 15% $9,893.( 8%

The discussion following includes disclosure oféftax income” for our operating segments. We haperted pre-tax income for each
of our operating segments in accordance with State¢of Financial Accounting Standard No. 131, “isares about Segments of an
Enterprise and Related Information.” As discusgeldate 17 — Operating Segments and Related Informatithe accompanyinblotes to
Consolidated Financial Statementsertain corporate costs are not included in preificome of our operating segments.

For EMEA, our largest international region, change®reign currency exchange rates accounted6grekcentage points of the
reported increase in revenues in fiscal 2004. €hearning increase over the prior year was primahilyen by NIKE-owned retail (due to the
addition of new stores in fiscal 2004) and increéde®twear volume (led by soccer product). Exclgdime impact of currency exchange
movements, sales in each EMEA business unit (famtwapparel, equipment) grew versus fiscal 2003.

After several years in which the regismevenues grew substantially faster than the traeaket in Europe, fiscal 2004 revenue gro
for EMEA was more in line with the growth of theerall market. Futures orders for the region schedditdr delivery from June through
November 2004 were 9 percentage points higherghah orders received for the comparable periotso&f 2003; changes in curren
exchange rates accounted for about 3 percentagespdithis growth. An increase in the region’stfeear average price per pair contributed
to this futures order growth
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EMEA pre-tax income for fiscal 2004 was $750.7 ioill up 41% versus the prior year. Higher reveraresgross margin
improvements drove the increase, more than offggiticremental selling and administrative costs iFhproved gross margins were
primarily the result of improved year-over-year gedates and higher in-line and closeout pricinggna.

In the Asia Pacific Region, fiscal 2004 revenuesaased 20% year-ovgear. Eight percentage points of growth for thedls/ear wert
due to changes in currency exchange rates. Exgutmimpact of currency exchange movements, sakeach Asia Pacific business unit
grew versus fiscal 2003. The region’s revenue gnomds primarily due to unit volume increases, witinificant revenue growth in China
(driven by expansion of retail distribution andosiy consumer demand) and Japan (driven by stramguozer demand).

Pre-tax income for the Asia Pacific Region increlase$354.9 million in fiscal 2004, up 21% versiseél 2003. Higher revenues and
gross margin improvements drove the increase, thareoffsetting incremental selling and adminiséeatosts. The higher gross margins
were primarily attributable to higher Ime pricing margins and the benefit of better heedates on product purchases, partially offseblyet
profitability of closeouts.

In the Americas Region, revenues increased 19% aoadpto fiscal 2003, with 8 percentage points efglowth due to changes in
currency exchange rates. Excluding the curren@ctsf the revenue growth was driven primarily grsger consumer demand in South
America and sales in each Americas business umit gersus fiscal 2003.

In fiscal 2004, pre-tax income for the Americas Ragncreased 6% from the prior year, to $101.9iaml The increase in pre-tax
income was attributable to changes in currency axgh rates slightly offset by reduced gross margishigher selling and administrative
costs. Gross margins fell due to lower in-line jmgcmargins as well as weaker currency exchangs iatMexico.

In the U.S. Region, revenues for fiscal 2004 grésn&rsus fiscal 2003, as revenues increased intaathess unit. The increase in
apparel sales was primarily driven by growth inrsperformance product and increased consumer defioaeam licensed apparel prima
in the first half of fiscal 2004.

The increase in footwear revenue was due to aeaserin average wholesale selling price per pdiirareased sales in NIKE-owned
retail stores, partially offset by a slight declinevholesale unit sales. The increase in averdgdegale selling price per pair was partially
due to a larger percentage of sales of productsaviiuggested retail price over $100. The sligblimkein U.S. footwear wholesale unit sales
was largely due to changes in distribution to saveatail customers. For the first half of the yesales to our largest customer, Foot Locker,
were lower as a result of changes to our distritvusitrategy implemented in fiscal 2002 and 2003leathe decline in first half sales resulted
in slightly lower sales for the full year, our yearer-year sales to Foot Locker grew in the sedwiflof fiscal 2004. In addition, fiscal 2004
sales declined for another large customer, Footstaich declared bankruptcy in March 2004. Thesdeeclines for Foot Locker and Footstar
were partially offset by increased sales to otleeoants.

For the U.S. Region, futures orders scheduleddtivery from June through November 2004 increaskegercentage points versus the
prior year. Higher orders from Foot Locker weraetdr in this increase. During our fiscal fourtrager, Foot Locker acquired additional
stores from Footstar. Further, as announced in hbee 2003 additional premium product offerings wade available to select Foot
Locker locations beginning with the Fall 2004 seagarowth in futures orders from Foot Locker as paned to the prior year’s orders from
Foot Locker and Footstar combined, contributedrdgrgage points of the overall region’s futureseosdyrowth. Additionally, futures orders
grew as a result of increases in average wholesdliag price per pair for footwear, due to incegherders for products with a suggested
retail price over $100.
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For fiscal 2004, pre-tax income for the U.S. Regi@s $1,015.1 million, a 5% increase versus fi26@i3. Higher revenues and gross
margins drove the increase, more than offsettigbdri selling and administrative costs. The improgexss margins were primarily the result
of higher in-line and closeout pricing margins axganded retail margins.

The Other segment includes results from Bauer NH€EKey Inc., Cole Haan Holdings Incorporated, Caseédnc., Hurley
International LLC and NIKE Golf. Revenues for Otlggew 51% in fiscal 2004 compared to fiscal 2008; addition of Converse contributed
24 percentage points of the increase. The remawfdbe increase was due to revenue growth at NBOHE, Cole Haan, Hurley and Bauer
NIKE Hockey.

Pre-tax income for Other improved to $75.3 milliarfiscal 2004, versus income of $5.2 million isdal 2003. The addition of
Converse, combined with improved results from NI&&lf and Cole Haan, drove the year-over-year impenosnt.

Fiscal 2003 Compared to Fiscal 2002
Consolidated Operating Results

Revenue growth in our international regions drdwa8% increase in consolidated revenues in fisg@B2as compared to fiscal 2002.
Changes in currency exchange rates, primarily tine, €ontributed 4 percentage points of the codatdid revenue growth.

In fiscal 2003, our consolidated gross margin patiage improved 170 basis points as compared tal 2302, from 39.3% to 41.0%.
Significant factors contributing to the improveags margin percentage were as follows:

(1) Product cost reductions resulting from our globéiatives to improve efficiency and reduce matsr@osts; an

(2) A higher mix of sales of classic footwear modeldchitare generally more profitable than our more glex performance
models.

Lower pricing of NIKE Golf products as a resultrofirket conditions discussed below partially ofteese positive margin drivers. Changes
in currency exchange rates did not have a matenj@ct on our gross margin percentage in fiscaB2¥the benefit of stronger hedge rates
in some currencies was offset by weaker hedge iraigher currencies.

Selling and administrative expense increased asa@ptage of revenues from 28.7% in fiscal 20029t6% in fiscal 2003. Both
demand creation and operating overhead expensased as a percentage of revenues. Demand cregiense grew from $1,027.9 million
in fiscal 2002 to $1,166.8 million in fiscal 20a3igher costs incurred in the EMEA Region drove ghewth in demand creation expense,
reflecting, 1) a stronger euro currency exchantecampared to the U.S. dollar, which resultedighér U.S. dollar expenses for costs that
are euro-denominated, 2) our new endorsement agreemith the Manchester United soccer team thaateceffective in August 2002, and
3) costs of our World Cup marketing campaign inedrin the first quarter of fiscal 2003. Higher demb@reation expenses were also incurred
in the Asia Pacific and Americas regions due towrald Cup marketing campaign. We also increasedahel creation spending in the U.S.
in order to drive continued consumer demand fotviear while we realigned our distribution to retaistomers.

Operating overhead increased from $1,807.9 milliofiscal 2002 to $1,987.3 million in fiscal 200@ajor drivers of this increase were
the stronger euro exchange rate, incremental celstied to our on-going development of systemsprodesses supporting our worldwide
supply chain, (primarily reflected in the corporlite in our segment presentation of pre-tax incamfdote 17 — Operating Segments and
Related Information, investments in headcount for our NIKE Golf busiehe addition of Hurley overhead costs beginiirtge fourth
quarter of fiscal 2002, and overhead costs of @it retail stores in the EMEA and Asia Pacifigioms.
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Interest expense, net, decreased from $34.0 miltidiscal 2002 to $28.8 million in fiscal 2003dacline of 15%. The decrease refle
both lower interest rates and lower average deleideas we have used cash flow from operatiomsdaoce total debt.

Other expense, net was $77.5 million in fiscal 2668 1pared to $1.2 million in fiscal 2002. Signifitamounts included in other
expense, net were goodwill amortization (fiscal208ly), and certain foreign currency gains andéss

An increase in net foreign currency losses wadatgest contributor to the increase in other expenst for fiscal 2003 versus fiscal
2002. These foreign currency losses were primdrily to hedge losses on intercompany charges toog&an subsidiary, whose functional
currency is the euro. These losses are reflectdtkiCorporate line in our segment presentatiqoreftax income in the accompanyiNgtes
to Consolidated Financial Statemeiftdote 17 — Operating Segments and Related Informatibhe hedge losses reflected that the euro hac
strengthened considerably since we entered in8ethedge contracts. In fiscal 2003, net foreignetuay losses in other expense, net were
more than offset by favorable translation of fore@irrency denominated profits. Our estimate ofrsieimpact of these losses and the
favorable translation was a $13 million additiorctmsolidated income before income taxes.

Ouir fiscal 2003 effective tax rate was 34.1%, reddy consistent with the fiscal 2002 effectiveaalf 34.3%.

Included in fiscal 2003 net income was a $266.lionilcharge for the cumulative effect of implemegtiFAS 142. This charge related
to the impairment of goodwill and trademarks assed with Bauer NIKE Hockey and the goodwill of Edlaan, reflecting that the fair
values we estimated for these assets were lesshtbaarrying values. In addition, the adoptiornthi$ accounting standard resulted in a
reduction to goodwill and intangible asset amotitwaof $13.1 million as compared to fiscal 2002e$he accompanyingotes to
Consolidated Financial Statements (Note 4 — Idiabli# Intangible Assets and Goodwildy further information.

Operating Segments

Our largest international region, EMEA, reported@fevenue growth in fiscal 2003 compared to fi@2. This growth reflected a 15
percentage point improvement due to changes irayrexchange rates. Growth in the emerging manke®gntral and Eastern Europe was
the key driver of the balance of the increase,umsistribution continued to expand in these marlketd customer demand increased.
Excluding the effect from changes in currency exgjearates, each of our EMEA business units deldyezgenue growth versus the prior
year.

EMEA pre-tax income grew from $422.4 million inda 2002 to $532.0 million in fiscal 2003. Highewvenues and improved gross
margins drove the increase, more than offsettiogeimental selling and administrative costs.

In Asia Pacific, revenues increased 19% in fis€4l2 five percentage points of this growth were ttuehanges in currency exchange
rates. Excluding the benefit from changes in cuyegxchange rates, sales in each Asia Pacific bssinnit grew in fiscal 2003, as did sales
in almost every country of the region, particulailypan and Korea, driven primarily by heightenetsamer demand for our products
following the 2002 World Cup and our related mairkgtampaign, and China, driven primarily by anangion of retail distribution of our
products.

Pre-tax income for the Asia Pacific Region increlafsem $216.2 million in fiscal 2002 to $292.6 ri@h in fiscal 2003. This increase
reflected higher revenues and improved gross msthet more than offset higher selling and admiafiste costs.

In the Americas Region, fiscal 2003 revenues deed% compared to fiscal 2002, reflecting higladessin local currencies that were
more than offset by a 15 percentage point declireetd changes in currency exchange rates. Thismtyrexchange impact was due to we
currencies in the Latin American markets, partialtiset by the stronger Canadian dollar. Excludimgcurrency exchange rate impact, the
region
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experienced sales growth in the footwear and ecenpiusiness units slightly offset by a small petage decrease in the apparel business
unit. On a geographic basis, excluding currencyharge rate impacts, the region experienced sabegtlyin Brazil, Argentina, and Mexico,
reflecting stronger consumer demand. The salesthrmnArgentina reflected a rebound since fiscdd2When that country underwent an
economic crisis.

Pre-tax income for the Americas Region grew fror@.$9million in fiscal 2002 to $96.5 million in fiat2003. Pre-tax income improved
despite lower reported revenues primarily due tovgroved gross margin percentage.

In the U.S. Region, revenues were down slightlfiscal 2003, at $4,658.4 million versus $4,669.8iam in fiscal 2002. U.S. footwear
revenues were down 4%, more than offsetting satasth in U.S. apparel and equipment. U.S. appailelssncreased $95.3 million,
primarily driven by increased consumer demanddant licensed apparel. Lower revenues in the foatimesiness unit were largely the re:
of a significant change in our U.S. footwear disition.

During fiscal 2003, we began a realignment of ou8.Jootwear distribution to address the changeatgirmarketplace, including our
largest customer’s (Foot Locker) reduction in engihan premium footwear in its offerings. The olijexs of this realignment were to
improve the presentation and profitability of thEKHE brand in the U.S. As a result of changes irhldedot Locker’s orders and our product
offerings to this account, our fiscal 2003 saleBaot Locker in the U.S. were significantly beldvetievel of fiscal 2002. At the same time,
we expanded the premium products available to aitidetic specialty and independent retailers fibais on premium footwear offerings,
increasing sales to these accounts significantly.

Our unit sales of footwear in the U.S. increaséghfliy as compared to fiscal 2002. However, thikiage increase was more than offset
by a decline in the average price per pair of f@atmsold. The reduction in average price per pdiscal 2003 versus fiscal 2002 reflected a
higher percentage of sales of classic footwearkéal models, which have a lower average price thanmore complex adult performance
models.

U.S. Region pre-tax income increased from $956/0cmiin fiscal 2002 to $963.2 million in fiscal 3. Pre-tax income improved,
despite lower revenues and higher selling and adtrative expense, due to improved gross margins.

Revenues for Other grew 12% in fiscal 2003 compésdiscal 2002. The addition of revenues from Hurley business, purchased in
the fourth quarter of fiscal 2002, drove the insea Other revenues.

Pre-tax income for Other declined from $43.7 millia fiscal 2002 to $5.2 million in fiscal 2003. Reced profitability at NIKE Golf
drove this decline, reflecting significantly weakkamand in the U.S. golf market versus fiscal 280@ start-up issues we experienced at a
third-party distribution facility.

Liquidity and Capital Resources
Fiscal 2004 Cash Flow Activit

Cash provided by operations was $1.5 billion iedl2004, compared to $922.0 million in fiscal 20081r primary source of operating
cash flow was net income of $945.6 million. In didhi to the improvement in net income, the incraaseash compared to the prior year was
attributable to changes in our investment in wagldapital primarily driven by accounts receivalhel accounts payable (excluding the
acquisition of Converse and the effects of foragrrency, which were reported separately). In fi2€®4 accounts receivable provided cash
to the Company due to improved account managerhesigh better utilization of supply chain systeespecially in EMEA. Accounts
payable provided cash to the Company due to thiegif inventory receipts and vendor payments. dienges in other working capital
components were consistent with normal businessatpas.

Cash used by investing activities during fiscal 20@s $946.5 million, compared to $215.6 millioméated during fiscal 2003. The
most significant uses of cash for investing adtgitn fiscal 2004 were the

22



Table of Contents

purchase of short-term investments and the acmnssf Converse, which accounted for $400.8 millasrd $289.1 million, respectively. The
remaining investing activities are consistent wfth prior year and primarily reflect capital expitaes on computer equipment and software
to support both normal business operations asagedur supply chain systems upgrade, continuesgimant in NIKE-owned retail stores,
and construction of a storage facility in JapanicWwhvas completed in fiscal 2004.

Cash used by financing activities in fiscal 2004W8&98.5 million, down from $606.5 million in theqr year. In fiscal 2004, the
principal uses of cash for financing activities eehare repurchases, payments of long-term dedbdisitiends, offset by proceeds from the
exercise of stock options and debt issuance. N#t saed by financing activities was higher in fi203 primarily due to increased
repayments of short-term debt in that period.

The share repurchases were part of a $1.0 billianesrepurchase program that began in fiscal 20(fiscal 2004, we repurchased 6.4
million shares of NIKE's Class B common stock fd14.3 million, completing the program. Over the rsguof the four-year program, we
purchased a total of 18.7 million shares of NIKElass B common stock. In June 2004, the Board mdbors approved a new $1.5 billion
share repurchase program to be completed overtttdaur years. We expect to continue to fund the program from operating cash flow.
The timing and the ultimate amount of shares pwgetainder the program will be dictated by our eéhpieeds and stock market conditions.

Dividends declared per share of common stock &mali 2004 were $0.74, compared to $0.54 in fise@B2We have paid a dividend
every quarter since February 1984. We review ouiddnd policy from time to time, and based uporrenir projected earnings and cash flow
requirements we anticipate continuing to pay atgulgrdividend in the foreseeable future.

Contractual Obligations
Our significant long-term contractual obligatiorssad May 31, 2004 are as follows:

Cash Payments Due During the Year Ended May 31,

Thereafter
Description of Commitment 2005 2006 2007 2008 2009 Total
(In millions)

Operating Lease $ 1717 $143. $120.¢ $103.¢ $ 85.2 $ 523t $1,148.:
Long-term Debt 6.€ 6.1 255.¢ 31.1 6.1 380.C 685.7
Endorsement Contracts 355k 322.7 323.] 208.¢ 128.¢ 375.2 1,713t
Product Purchase Obligatiohs 1,648.¢ — — — — — 1,648.¢
Others 260.5 19.€ 8.2 5.¢ 3.6 1.3 299.¢

Total $2,443.; $492.( $708.( $349.( $223.7 $1,280.( $5,495.¢

1 The amounts listed for endorsement contracts reptegpproximate amounts of base compensation amidhonin guaranteed royalty
fees we are obligated to pay athlete and sport txadorsers of our products. Actual payments unai@escontracts may be higher than
the amounts listed as these contracts providedouges to be paid to the endorsers based upoti@ddhievements and/or royalties on
product sales in future periods. Actual paymenteursome contracts may also be lower as a limitedoer of contracts include
provisions for reduced payments if athletic perfante declines in future periot

In addition to the cash payments, we are obligaiddrnish the endorsers with NIKE products forithese. It is not possible to
determine how much we will spend on this productprannual basis as the contracts do not stipalapecific amount of cash to be
spent on the product. The amount of product pralidehe endorsers will depend on many factorsugtiog general playing conditions,
the number of sporting events in which they partite, and our own decisions regarding product aadketing initiatives. In addition,
the costs to design, develop, source, and purdhageroducts furnished to the endorsers are indwver a period of time and are not
necessarily tracked separately from similar cosgtarired for products sold to custome
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2 We generally order product four to five months dvance of sale based primarily on advanced futorders received from customers.
The amounts listed for product purchase obligatiepsesent agreements (including open purchases)repurchase products in the
ordinary course of business that are enforcealildemgally binding and that specify all significaatms. The reported amounts exclude
product purchase liabilities included in accourggable on the Consolidated Balance St

3 Other amounts primarily include service and marigeiommitments made in the ordinary course of lassinThe amounts represent
minimum payments required by legally binding coatsaand agreements, including open purchase ofaensnproduct purchases. T
reported amounts exclude those liabilities inclustedccounts payable or accrued liabilities onGoasolidated Balance She

Excluded from the table above is a commitment towatsourcing contractor that provides us with infation technology operations
management services through 2006. The amount gfapeents in future years depends on our levelafthly use of the different elements
of the contractos services. If we were to terminate the entire mmtas of May 31, 2004, we would be required tvjgle the contractor wit
four months’ notice and pay a termination fee d8.$Imillion. Our monthly payments to the contraatorrently approximate $6 million.

We also have the following outstanding short-teebtcbligations as of May 31, 2004. Please ref¢hecaccompanyinijotes to
Consolidated Financial Statements (Note 6 — Sk Borrowings and Credit Lingdor further description and interest rates reldtethe
short-term debt obligations listed below.

Outstanding as o

May 31, 2004
(In millions)
Notes payable, due at mutually agi-upon dates, generally ninety days from issuanamor
demanc $ 146.(
Payable to Sojitz Corporation of America (Sojitz Amca) for the purchase of inventories, genel
due sixty days after shipment of goods from a fpreiort $ 43.¢

As of May 31, 2004, letters of credit of $551.6lfait were outstanding, primarily for the purchagénwentory. All letters of credit
generally expire within one year.

Capital Resources

In October 2001, we filed a shelf registration estaént with the Securities and Exchange Commis$BEE”) under which $1 billion in
debt securities may be issued. In May 2002, we cenued a medium-term note program under the shgilftration that allows us to issue up
to $500 million in medium-term notes, as our cdpiteds dictate. We entered into this program ¢wige additional liquidity to meet our
working capital and general corporate cash requeresi During fiscal 2004, we issued five notes utide medium-term note program
totaling $150 million. Four of those notes total®t00 million have fixed coupon interest rates df586 and mature on October 15, 2015.
other $50 million note has a fixed coupon interag of 4.70% and matures on October 1, 2013. &cin ef the notes, we have entered into
interest rate swap agreements whereby we receigd iinterest payments at the same rate as the aodiegay variable interest payments
based on the three-month or six-month London IB&atk Offering Rate (“LIBOR”) plus a spread. The padave the same notional amounts
and maturity dates as the notes, and are accoforted fair value hedges under SFAS No. 133, “Aatiog for Derivative Instruments and
Hedging Activities” (FAS 133), except for the swimp the $50 million note maturing October 1, 20TBe swap for that note has the same
notional amount and fixed coupon interest ratdhasbte, but expires October 2, 2006. Accordinig,swap does not qualify for fair value
hedge accounting, so changes in the fair valubisfstvap are recorded in net income each periadcasnponent of other expense, net. After
issuance of these notes, $760 million remains abiglto be issued under the shelf registrationnvelg issue additional notes under the shelf
registration in fiscal 2005 depending on genergbormate needs.
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As of May 31, 2004, we had a 5-year $750 millionoteing credit facility in place with a group of bles, and we currently have no
amounts outstanding under the facility. The majudate is November 20, 2008 and the facility caeXtended for one additional year on the
anniversary date. Based on our current long-temosensecured debt ratings of A and A2 from Staddend Poor’s Corporation and
Moody'’s Investor Services, respectively, the inderate charged on any outstanding borrowings wbalthe prevailing LIBOR plus 0.22%.
The facility fee is 0.08% of the total commitment.

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 tgiove, the facility fee and interest rate wouldréase. Changes in our lotgrm debt ratin
would not trigger acceleration of maturity of aimgm outstanding borrowings or any future borrowingder the committed credit facilities.
Under this committed credit facility, we have agtée various covenants. These covenants includésliom our disposal of fixed assets and
the amount of debt secured by liens we may inaud,st a minimum capitalization ratio. In the ewsntwere to have any borrowings
outstanding under this facility, failed to meet amwenant, and were unable to obtain a waiver faamajority of the banks, any borrowings
would become immediately due and payable. As of Bthy2004, we were in full compliance with eachitefse covenants and believe it is
unlikely we will fail to meet any of these covenant the foreseeable future.

Liquidity is also provided by our commercial papeogram, under which there was no amount outstgratifay 31, 2004 or May 31,
2003. We currently have short-term debt ratingdbfind P1 from Standard and Poor’s CorporationMaddy’s Investor Services,
respectively.

We currently believe that cash generated by omeratitogether with access to external sourcesmisfas described above, will be
sufficient to meet our operating and capital ndadke foreseeable future.

Critical Accounting Policies

Our previous discussion and analysis of our fingn@dndition and results of operations are bas&ah wor consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States of America. The
preparation of these financial statements requise® make estimates and judgments that affeaetmrted amounts of assets, liabilities,
revenues and expenses, and related disclosurentihgent assets and liabilities.

We believe that the estimates, assumptions andvjadts involved in the accounting policies describeldw have the greatest potential
impact on our financial statements, so we congfuese to be our critical accounting policies. Bseaof the uncertainty inherent in these
matters, actual results could differ from the eaties we use in applying the critical accountindggies. Certain of these critical accounting
policies affect working capital account balancas|uding the policies for revenue recognition, tegerve for uncollectible accounts
receivable, inventory reserves, and contingent paysnunder endorsement contracts. These polidigsresthat we make estimates in the
preparation of our financial statements as of aigidate. However, since our business cycle isivelgtshort, actual results related to these
estimates are generally known within the six-mqgughod following the financial statement date. Thhgse policies generally affect only the
timing of reported amounts across two to three tgusr

Within the context of these critical accountingipiels, we are not currently aware of any reasonkitdyy events or circumstances that
would result in materially different amounts benegorted.
Revenue Recognition

We record wholesale revenues when title passethentsks and rewards of ownership have passdtetoustomer, based on the terms
of sale. Title passes generally upon shipment onupceipt by the customer depending on the coudttlye sale and the agreement with the
customer. Retail store revenues are recorded dintleeof sale.
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In some instances, we ship product directly fromsupplier to the customer and recognize revenusnwie product is delivered to and
accepted by the customer. Our revenues may fluecinatases when our customers delay accepting sinipof product for periods up to
several weeks.

In certain countries outside of the U.S., preaidermation regarding the date of receipt by theauer is not readily available. In these
cases, we estimate the date of receipt by the mastbased upon historical delivery times by gedg@location. On the basis of our tests of
actual transactions, we have no indication thatdtestimates have been materially inaccurate fuatiyr

As part of our revenue recognition policy, we recestimated sales returns and miscellaneous cfaimmscustomers as reductions to
revenues at the time revenues are recorded. Weobasstimates on historical rates of product retand claims, and specific identification
of outstanding claims and outstanding returns eotrgceived from customers. Actual returns andrddn any future period are inherently
uncertain and thus may differ from our estimatkactual or expected future returns and claims vsegeificantly greater or lower than the
reserves we had established, we would record atiedwr increase to net revenues in the periaghith we made such determination.

Reserve for Uncollectible Accounts Receivable

We make ongoing estimates relating to the colldityitof our accounts receivable and maintain a&res for estimated losses resulting
from the inability of our customers to make reqdipayments. In determining the amount of the reseme consider our historical level of
credit losses and make judgments about the credfiimess of significant customers based on ongoirdit evaluations. Since we cannot
predict future changes in the financial stabilityoar customers, actual future losses from unctibecaccounts may differ from our estima
If the financial condition of our customers weralgteriorate, resulting in their inability to masayments, a larger reserve might be required.
In the event we determined that a smaller or largeerve was appropriate, we would record a coeditcharge to selling and administrative
expense in the period in which we made such améatation.

Inventory Reserves

We also make ongoing estimates relating to thegadizable value of inventories, based upon ounragsions about future demand and
market conditions. If we estimate that the netizahle value of our inventory is less than the adshe inventory recorded on our books, we
record a reserve equal to the difference betweewrdit of the inventory and the estimated netzablé value. This reserve is recorded as a
charge to cost of sales. If changes in market ¢immdi result in reductions in the estimated nelizehle value of our inventory below our
previous estimate, we would increase our resertledperiod in which we made such a determinati@hracord a charge to cost of sales.

Contingent Payments under Endorsement Contracts

A significant portion of our demand creation expensates to payments under endorsement conthagjeneral, endorsement payme
are expensed uniformly over the term of the comttdowever, certain contract elements may be adedlfor differently, based upon the
facts and circumstances of each individual contract

Some of the contracts provide for contingent paysemendorsers based upon specific achievemetttginsports (e.g., winning a
championship). We record selling and administragixpense for these amounts when the endorser ashilee specific goal.

Some of the contracts provide for payments based epdorsers maintaining a level of performand&éir sport over an extended
period of time (e.g., maintaining a top rankingiisport for a year). These amounts are reportedliimg and administrative expense when
determine that it is probable that the specifie@l®f performance will be maintained throughowd gieriod. In these instances, to the extent
that actual payments to the endorser differ fromestimate due to changes in the endorser’s attpjetformance, increased or decreased
selling and administrative expense may be repontedfuture period.
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Some of the contracts provide for royalty paymeatsndorsers based upon a predetermined percesitagkes of particular products.
We expense these payments in cost of sales asl#tted sales are made. In certain contracts, vee ofinimum guaranteed royalty payments.
For contractual obligations for which we estimdtattwe will not meet the minimum guaranteed amafinbyalty fees through sales of
product, we record the amount of the guaranteethpayin excess of that earned through sales ofugtad selling and administrative
expense uniformly over the remaining guaranteeogeri

Property, Plant and Equipment

Property, plant and equipment, including buildingguipment, and computer hardware and softwarcisrded at cost (including, in
some cases, the cost of internal labor) and isedégted over its estimated useful life. Changesrtumstances (such as technological
advances or changes to our business operationsgsalh in differences between the actual and edtichuseful lives. In those cases whert
determine that the useful life of a long-lived asd®uld be shortened, we increase depreciatioaresepover the remaining useful life to
depreciate the asset’s net book value to its salvatue.

When events or circumstances indicate that thg/iogrvalue of property, plant and equipment maynbygaired, we estimate the future
undiscounted cash flows to be derived from thetassgetermine whether or not a potential impairtredists. If the carrying value exceeds
our estimate of future undiscounted cash flowsthvea calculate the impairment as the excess afdhging value of the asset over our
estimate of its fair market value. Any impairmehagyes are recorded as other expense, net. Weatsfinture undiscounted cash flows us
assumptions about our expected future operatinfgmeance. Our estimates of undiscounted cash floag change in future periods due to,
among other things, technological changes, econoariditions, changes to our business operatioirsability to meet business plans. Such
changes may result in impairment charges in thisgén which such changes in estimates are made.

Goodwill and Other Intangible Assets

We adopted FAS 142 effective for the first quadkfiscal 2003. In accordance with FAS 142, gootiaild intangible assets with
indefinite lives are no longer amortized but indteaeasured for impairment at least annually infolueth quarter, or when events indicate
an impairment exists. As required by FAS 142, inimpairment tests for goodwill and other indefialived intangible assets, we compare
the estimated fair value of goodwill and other ingfilole assets to the carrying value. If the cagwalue exceeds our estimate of fair value
calculate impairment as the excess of the carryatge over our estimate of fair value. Our estirsaiEfair value utilized in goodwill and
other indefinite-lived intangible asset tests maybhased upon a number of factors, including owrrapions about the expected future
operating performance of our reporting units. Gatingates may change in future periods due to, anotimgy things, technological change,
economic conditions, changes to our business apesadr inability to meet business plans. Such geanmay result in impairment charges
recorded in future periods.

As discussed further above, upon adoption of FASiti4iscal 2003, we recorded an impairment chaedgted to goodwill and other
indefinite-lived intangible assets of $266.1 miflidrhis charge is shown on our consolidated statéwmfancome as the cumulative effect of
accounting change. Post the first quarter of fi2€l3, any goodwill impairment charges would besified as a separate line item on our
consolidated statement of income as part of incbefere income taxes and cumulative effect of actingrchange. Other indefinite-lived
intangible asset impairment charges would be dledsas other expense, net.

Intangible assets that are determined to haveitiefines are amortized over their useful lives anel measured for impairment only
when events or circumstances indicate the carnyahge may be impaired. In these cases, we estithatiiture undiscounted cash flows tc
derived from the asset to determine whether oarpmtential impairment exists. If the carrying \e@akxceeds our estimate of future
undiscounted cash flows, we then calculate the imyzant as the excess of the carrying value of #setover our estimate of its fair value.
Any impairment charges would be classified as oéx@ense, net.
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Hedge Accounting for Derivatives

We use forward exchange contracts and option ottstta hedge certain anticipated foreign curren@mhange transactions, as well as
any resulting receivable or payable balance. Wipegific criteria required by FAS 133 have been raeénges in fair values of hedge
contracts relating to anticipated transactiongacerded in other comprehensive income rather tigaincome until the underlying hedged
transaction affects net income. In most casesyésislts in gains and losses on hedge derivatieeglyeleased from other comprehensive
income into net income some time after the matwitthe derivative. One of the criteria for thisaanting treatment is that the forward
exchange contract amount should not be in excesgatffically identified anticipated transactioBy.their very nature, our estimates of
anticipated transactions may fluctuate over timgt may ultimately vary from actual transactions. \Whaticipated transaction estimates or
actual transaction amounts decrease below hedgels J®r when the timing of transactions changgsicantly, we are required to reclass
at least a portion of the cumulative changes invfaiues of the related hedge contracts from atberprehensive income to other expense
during the quarter in which such changes occureGmcanticipated transaction estimate or actuaséetion amount decreases below hedged
levels, we make adjustments to the related hedgiamt in order to reduce the amount of the hedgéract to that of the revised anticipated
transaction.

Taxes

We record valuation allowances against our defe@agdssets, when necessary, in accordance witts A 109, “Accounting for
Income Taxes.” Realization of deferred tax assaish as net operating loss carryforwards) is degrgnoh future taxable earnings and is
therefore uncertain. At least quarterly, we asties$ikelihood that our deferred tax asset balamitidbe recovered from future taxable
income. To the extent we believe that recoveryidikely, we establish a valuation allowance agawur deferred tax asset, increasing our
income tax expense in the year such determinagiomaide.

In addition, we have not recorded U.S. income tgease for foreign earnings that we have declaséddefinitely reinvested offshore,
thus reducing our overall income tax expense. Theumt of earnings designated as indefinitely restee offshore is based upon the actual
deployment of such earnings in our offshore asastsour expectations of the future cash needsrof/ds. and foreign entities. Income tax
considerations are also a factor in determiningatheunt of foreign earnings to be indefinitely xeisted offshore.

We carefully review all factors that drive the nitite disposition of foreign earnings declared as/ested offshore, and apply stringent
standards to overcoming the presumption of regatnaDespite this approach, because the determmatvolves our future plans and
expectations of future events, the possibility exieat amounts declared as indefinitely reinvestéshore may ultimately be repatriated. For
instance, the actual cash needs of our U.S. entiteey exceed our current expectations, or the actish needs of our foreign entities may be
less than our current expectations. This wouldltés@additional income tax expense in the yeardstermined that amounts were no longer
indefinitely reinvested offshore. Conversely, oppeach may also result in accumulated foreigniegsn(for which U.S. income taxes have
been provided) being determined in the future tandefinitely reinvested offshore. In this case; mcome tax expense would be reduced in
the year of such determination.

On an interim basis, we estimate what our effedierate will be for the full fiscal year and red@a quarterly income tax provision in
accordance with the anticipated annual rate. Adisical year progresses, we continually refine estrmate based upon actual events and
earnings by jurisdiction during the year. This d¢omal estimation process periodically results thange to our expected effective tax rate for
the fiscal year. When this occurs, we adjust ticerme tax provision during the quarter in which ¢hange in estimate occurs so that the year-
to-date provision equals the expected annual rate.
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Other Contingencies

In the ordinary course of business, we are involmddgal proceedings regarding contractual andleynpent relationships, product
liability claims, trademark rights, and a variefyother matters. We record contingent liabilitiesulting from claims against us, including
related legal costs, when it is probable thatkillisg has been incurred and the amount of the isssasonably estimable. We disclose
contingent liabilities when there is a reasonalassybility that the ultimate loss will materiallx@ed the recorded liability. Estimating
probable losses requires analysis of multiple factio some cases including judgments about thenpied actions of third party claimants and
courts. Therefore, actual losses in any futureogkeare inherently uncertain. Currently, we do redtdve that any of our pending legal
proceedings or claims will have a material impactbar financial position or results of operatioAswever, if actual or estimated probable
future losses exceed our recorded liability forrsd@ims, we would record additional charges asmo#ixpense, net during the period in which
the actual loss or change in estimate occurred.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

In the normal course of business and consisteht @gtablished policies and procedures, we empli@yiaty of financial instruments to
manage exposure to fluctuations in the value difpr currencies and interest rates. It is our gdbcutilize these financial instruments only
where necessary to finance our business and mauoahesxposures; we do not enter into these trdneadbr speculative purposes.

We are exposed to foreign currency fluctuation essalt of our international sales, product souwg@nd funding activities. Our foreign
currency risk management objective is to reducevénbility of local entity cash flows as a resoitexchange rate movements. We use
forward exchange contracts, options and cross-aayrswaps to hedge certain anticipated but nofigrely committed transactions as well as
certain firm commitments and the related receivahbled payables, including third party or intercomptiansactions.

When we begin hedging exposures depends on theeraftthe exposure and market conditions. Generalllgnticipated and firmly
committed transactions that are hedged are todmynézed within twelve months, although at May 2004 we had forward contracts hedc¢
anticipated transactions that will be recognizeddrmany as 18 months. The majority of the corgrexpiring in more than twelve months
relate to the anticipated purchase of inventorplayEuropean and Japanese subsidiaries. We usartbomntracts and cross-currency swaps
to hedge foreign currency denominated paymentsruntircompany loan agreements. When intercompaauyd are hedged, it is typically
their expected duration. Hedged transactions aneipally denominated in European currencies, Japaiyen, Canadian dollars, Korean v
Mexican pesos and Australian dollars.

Our earnings are also exposed to movements in ahdriong-term market interest rates. Our objedtivmanaging this interest rate
exposure is to limit the impact of interest ratamyes on earnings and cash flows, and to redugalblerrowing costs. To achieve these
objectives, we maintain a mix of medium and longrtéixed rate debt, commercial paper, and bankdaard have entered into interest rate
swaps under which we receive fixed interest andvaaiable interest.

Market Risk Measurement

We monitor foreign exchange risk, interest ratk asd related derivatives using a variety of teghas including a review of market
value, sensitivity analysis, and Value-at-Risk (YaBur market-sensitive derivative and other firiahinstruments, as defined by the SEC,
are foreign currency forward contracts, foreigrnrency option contracts, cross-currency swaps,ésteaate swaps, intercompany loans
denominated in foreign currencies, fixed interast 1U.S. dollar denominated debt, and fixed intawge Japanese yen denominated debt.

We use VaR to monitor the foreign exchange ris&offoreign currency forward and foreign currengyion derivative instruments
only. The VaR determines the maximum potential dagoss in the fair value of these foreign exclearage-sensitive financial instruments.
The VaR model estimates assume normal market ¢onsliand a 95% confidence level. There are vamoogeling techniques that can be
used in the VaR
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computation. Our computations are based on in&ioglships between currencies and interest rates(@mnce/co-variance” technique).
These interrelationships are a function of foreegnhange currency market changes and interesthateges over the preceding one year. The
value of foreign currency options does not changa one-toene basis with changes in the underlying curreaty. We adjusted the poten
loss in option value for the estimated sensitifihe “delta” and “gamma”) to changes in the undedycurrency rate. This calculation reflects
the impact of foreign currency rate fluctuationstioa derivative instruments only, and hence do¢snctude the impact of such rate
fluctuations on the underlying based transactibas are anticipated transactions, firm commitmesdsh balances and accounts and loans
receivable and payable denominated in foreign agfes, including those which are hedged by thesteuiments.

The VaR model is a risk analysis tool and doespnoport to represent actual losses in fair valag we will incur, nor does it consider
the potential effect of favorable changes in mark#gts. It also does not represent the full extéttte possible loss that may occur. Actual
future gains and losses will differ from those restied because of changes or differences in maates and interrelationships, hedging
instruments and hedge percentages, timing and fabtns.

The estimated maximum one-day loss in fair valueamforeign currency sensitive financial instrunggmlerived using the VaR model,
was $24.9 million and $21.0 million at May 31, 2087 May 31, 2003, respectively. The increase iR ¥a of May 31, 2004 occurred due to
the effect of currency volatility on existing traden the May 31, 2004 VaR computation versus tfeeebdf currency volatility on existing
trades on the May 31, 2003 VaR computation. Sutypathetical loss in fair value of our derivatiwesuld be offset by increases in the ve
of the underlying transactions being hedged. Thlezage monthly change in the fair values of foreigrrency forward and foreign currency
option derivative instruments was $50.0 million &4®.3 million for fiscal 2004 and fiscal 2003, pestively.

Details of other market-sensitive financial instents and derivative financial instruments not ideld in the VaR calculation above are
provided in the table below, except the interet savaps which are described below. These instrteneciude intercompany loans
denominated in foreign currencies, fixed interast Japanese yen denominated debt, fixed intexrestrS. dollar denominated debt, cross-
currency swaps and interest rate swaps. For ddigiatibns, the table presents principal cash flawd related weighted average interest rates
by expected maturity dates.

Expected Maturity Date
Year Ended May 31,

200¢€ 2007 200¢ 200¢ Thereafter Fair Value
2005 Total

(In millions, except interest rates)

Foreign Exchange Risk
Euro Functional Currenc
Intercompany loan — U.S. dollar denominated —

Fixed rate

Principal payment $ — — — — — 270.¢ $270.c $  270.

Average interest raf — — — — — 2.4% 2.4%
Intercompany loa— British pound denominate— Fixed rate

Principal payment $ 68.€ — — — — — $68¢ $ 68.€

Average interest rat 4.8% — — — — — 4.8%

U.S. Dollar Functional Currenc
Intercompany loa— Japanese yen denomina— Variable rate

Principal payment $207.7 — — — — — $207.7 $  207.3

Average interest rat 0.2% — — — — — 0.2%
Intercompany loa— Canadian dollar denominat— Fixed rate

Principal payment $ 25.¢ — — — — — $25¢6 $ 25.¢

Average interest rat 2.2% — — — — — 2.2%

Japanese Yen Functional Currel
Long-term Japanese yen de— Fixed rate
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Expected Maturity Date
Year Ended May 31,

200¢€ 200¢ 200¢ Thereafter Fair Value
2005 2007 Total

(In millions, except interest rates)
Principal payment $ 5.¢ 5.9 5.8 5.8 5.9 161.2 $190.¢ $ 215
Average interest rat 3.2% 3.4% 3.4% 3.4% 3.5% 2.5% 2.%%
Interest Rate Risk
Japanese Yen Functional Currel
Long-term Japanese yen de— Fixed rate
Principal payment $ 5.¢ 5.9 5.¢ 5.¢ 5.8 161.5 $190.¢ $ 215«
Average interest raf 3.2% 3.4% 3.4% 3.4% 3.5% 2.5% 2.%%
U.S. Dollar Functional Currency
Long-term U.S. dollar dek— Fixed rate
Principal payment $ — — 250.( 25.C — 215.( $490.( $  502.¢
Average interest rat 5.2% 5.3% 5.2% 5.1% 5.1% 5.1% 5.2%

Intercompany loans and related interest amountsradite in consolidation. Intercompany loans areegally hedged against foreign
exchange risk through the use of forward contrantsswaps with third parties.

The fixed interest rate Japanese yen denominatetd deere issued by and are accounted for by twaupflapanese subsidiaries.
Accordingly, the monthly remeasurement of thes&umsents due to changes in foreign exchange ratexognized in accumulated other
comprehensive loss upon the consolidation of tkabsidiaries.

There were no significant changes in debt or conseency swap market risks during fiscal 2004. €+asrrency swaps outstanding as
of May 31, 2003 matured in fiscal 2004 and no newgs-currency swaps were executed during fiscad 208e U.S. dollar fair values of
intercompany loans denominated in foreign currengias $711.8 million at May 31, 2003, which is sene as the carrying values of the
loans prior to their elimination. The U.S. dollairfvalue of the fixed rate Japanese yen denonmdragbt that was outstanding at May 31,
2003 was $234.5 million versus a carrying valu§180.1 million at that date. The U.S. dollar fa@ues of the fixed rate U.S. dollar
denominated debt, the euro swap payable and theddliar swap receivable as of May 31, 2003 wei@2$%5 million, $193.5 million and
$211.6 million, respectively, versus carrying valuwé $540.0 million, $186.0 million and $200.0 riaiti, respectively, at that date.

In fiscal 2002 we issued a $250 million long-teired-rate corporate bond which matures in Augu®B2n fiscal 2003 and 2004, we
issued an additional $240 million in long-term fixete corporate bonds which mature on varioussdagginning in July 2007 through
October 2015. Fixed interest rates on these bardgerfrom 4.7% to 5.66%. For each of the bondesufiscal 2002, 2003 and fiscal 2004,
we have entered into interest rate swap agreemérgreby we receive fixed interest payments at #meesrate as the bonds and pay variable
interest payments based on the three-month or entimLIBOR plus a spread. Each swap has the sati@nabamount and maturity date as
the corresponding bond, except for one swap fdGarfiillion bond issued in fiscal 2004 maturing int@ber 2013. That swap expires in
October 2006. As a result of the interest rate ssagapements, the average effective interest ratahpa on these bonds was 2.4% at May 31,
2004 and 2.5% at May 31, 2003. These intereststagps are accounted for as fair value hedges,awgels in the recorded fair values of the
swaps are offset by changes in the recorded fhiewaf the related debt, except for the $50 milkevap expiring in October 2006 which is
not accounted for as a hedge. Accordingly, chaimgds fair value of this swap are recorded toinebme each period. The recorded fair
value of the interest rate swaps accounted foaiavélue hedges was a net $3.3 million gain at Bhy2004 and a $25.5 million gain at May
31, 2003. The fair value of the $50 million intdrete swap expiring October 2006 was a $0.6 millass at May 31, 2004.

In fiscal 2003 we also entered into an interes satap agreement related to a Japanese yen demedimizrcompany loan with one of
our Japanese subsidiaries. The Japanese subgidigyariable interest on the intercompany loardba® 3-month LIBOR plus a spread.
Under the interest rate swap agreement, the salogidays fixed interest payments at 0.8% and reserariable interest payments based on 3
month LIBOR plus a spread based on a notional atnafudbillion Japanese yen. This interest ratepsisanot accounted for as a hedge,
accordingly changes in the fair value of the swiagpracorded to net income each period. The recdaledalue of the swap was a $0.4
million gain at May 31, 2004 and a $1.0 milliondcst May 31, 2003.
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Special Note Regarding Forward-Looking Statementsrad Analyst Reports

Certain written and oral statements, other thaelguristorical information, including estimatespjctions, statements relating to
NIKE’s business plans, objectives and expected opgregsults, and the assumptions upon which thosenséamts are based, made or
incorporated by reference from time to time by NI&Ets representatives in this report, other repdilings with the Securities and Exchal
Commission, press releases, conferences, or otteratie “forward-looking statements” within the mieg of the Private Securities
Litigation Reform Act of 1995 and Section 21E o tBecurities Exchange Act of 1934. Forward-loolstajements include, without
limitation, any statement that may predict, forécislicate, or imply future results, performanceachievements, and may contain the words
“believe,” “anticipate,” “expect,” “estimate,” “pyoct,” “will be,” “will continue,” “will likely result,” or words or phrases of similar meaning.
Forward-looking statements involve risks and uraieties which may cause actual results to diffetemially from the forward-looking
statements. The risks and uncertainties are détfden time to time in reports filed by NIKE witheé SEC, including Forms 8-K, 10-Q, and
10-K, and include, among others, the followingemfational, national and local general economicraacket conditions; the size and growth
of the overall athletic footwear, apparel, and pment markets; intense competition among designeasketers, distributors and sellers of
athletic footwear, apparel, and equipment for camens and endorsers; demographic changes; changessamer preferences; popularity of
particular designs, categories of products, andtspseasonal and geographic demand for NIKE prtsgddficulties in anticipating or
forecasting changes in consumer preferences, carsiemand for NIKE products, and the various mafdketors described above;
difficulties in implementing, operating, and mainiag NIKE’s increasingly complex information syste and controls, including, without
limitation, the systems related to demand and suplainning, and inventory control; interruptionsdata and communications systems;
fluctuations and difficulty in forecasting operagiresults, including, without limitation, the fab@at advance “futures” orders may not be
indicative of future revenues due to the changimgahfutures and at-once orders, currency exchaatgefluctuations, order cancellations,
and the fact that a significant portion of our newe is not derived from futures orders; the abif\NIKE to sustain, manage or forecast its
growth and inventories; the size, timing and miypuofchases of NIKE'’s products; new product develepinand introduction; the ability to
secure and protect trademarks, patents, and ottedlectual property; performance and reliabilifypooducts; customer service; adverse
publicity; the loss of significant customers or gligrs; dependence on distributors; business dismgy increased costs of freight and
transportation to meet delivery deadlines; increasdorrowing costs due to any decline in our dabhgs; changes in business strategy or
development plans; general risks associated wiithgdousiness outside the United States, includiitgaut limitation, import duties, tariffs,
guotas, political and economic instability, anddeism; changes in government regulations; liabgihd other claims asserted against NIKE;
the ability to attract and retain qualified perselmand other factors referenced or incorporatecefgrence in this report and other reports.

” o ” o ” ” i, ” ou ”

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

Investors should also be aware that while NIKE déesn time to time, communicate with securitieglgsts, it is against NIKE's
policy to disclose to them any material noublic information or other confidential 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 aojgqtions, forecasts or opinions, such reportsatehe responsibility of NIKE.
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Item 8. Financial Statements and Supplemental Data

Management of NIKE, Inc. is responsible for theomfiation and representations contained in thisrtepbe financial statements have
been prepared in conformity with the generally ateé accounting principles we considered appraopifathe circumstances and include
some amounts based on our best estimates and jatlgr@her financial information in this reportcisnsistent with these financial
statements.

Our accounting systems include controls designedasonably assure that assets are safeguardedfi@unthorized use or disposition
and which provide for the preparation of finanaitements in conformity with generally acceptecbaating principles. These systems are
supplemented by the selection and training of §edlifinancial personnel and an organizationaldtre providing for appropriate
segregation of duties.

An Internal Audit department reviews the resulté#®fvork with the Audit Committee of the BoardDirectors, presently consisting of
three outside directors. The Audit Committee ipogsible for the appointment of the independenisteged public accounting firm and
reviews with the independent registered public anting firm, management and the internal audif staé scope and the results of the ani
examination, the effectiveness of the accountingrob system and other matters relating to therfima affairs of NIKE as they deem
appropriate. The independent registered publicwating firm and the internal auditors have full @ss to the Committee, with and without
the presence of management, to discuss any appt@pniatters.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Shareholders of NIKE, Inc.

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15(Aptesent fairly, in all material
respects, the financial position of NIKE, Inc. atsdsubsidiaries at May 31, 2004 and 2003, anadhelts of their operations and their cash
flows for each of the three years in the periodeghillay 31, 2004 in conformity with accounting piples generally accepted in the United
States of America. In addition, in our opinion, flrancial statement schedule listed in the indgxearing under Item 15(A)(2) presents
fairly, in all material respects, the informaticet $orth therein when read in conjunction with tetated consolidated financial statements.
These financial statements and financial statesgmdule are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on these financial statementdiaancial statement schedule based on our adiigsconducted our audits of these
statements in accordance with standards of thad@bmpany Accounting Oversight Board (United Stat@hose standards require that we
plan and perform the audit to obtain reasonablaerasse about whether the financial statementsraeedf material misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements, assessing the accounting
principles used and significant estimates made dgagement, and evaluating the overall financiaéstant presentation. We believe that
audits provide a reasonable basis for our opinion.

As discussed in Note 4 to the consolidated findrst&ements, effective June 1, 2002, the Compaapged its method of accounting
for goodwill and intangible assets in accordandd wie Statement of Financial Accounting Stand&fds142, “Goodwill and Other
Intangible Assets”. In addition, as discussed ineNbto the consolidated financial statementscéffe June 1, 2001, the Company changed
its method of accounting for derivative instrumentaccordance with the Statement of Financial Aotimg Standards No. 133, “Accounting
for Derivative Instruments and Hedging Activities'id Statement of Financial Accounting Standards188, “Accounting for Certain
Derivative Instruments and Certain Hedging Actastl’

/sl  PRICEWATERHOUSEC OOPERY.LP

Portland, Oregon
June 24, 2004
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NIKE, INC.
CONSOLIDATED STATEMENTS OF INCOME

Revenue:
Cost of sale:

Gross Margir

Selling and administrativ

Interest expense, net (Notes 6 ani
Other expense, net (Note ]

Income before income taxes and cumulative effeetcobunting chang
Income taxes (Note ¢

Income before cumulative effect of accounting clee
Cumulative effect of accounting change, net of medaxes of (-, $- and $3.0) (Note 4, Note

Net income

Basic earnings per common sh— before accounting change (Notes 1 and
Cumulative effect of accounting char

Diluted earnings per common sh— before accounting change (Notes 1 and
Cumulative effect of accounting char

Year Ended May 31,

2004

2003

2002

(In millions, except per share data)

$12,253.: $10,697.( $9,893.(
7,001.. 6,313.¢ 6,004.
5,251.° 4,383. 3,888.¢
3,702.( 3,154.: 2,835.¢
25.C 28.¢ 34.C

74.7 7.8 1.2
1,450.( 1,123.( 1,017.:
504.¢ 382.¢ 349.(
945.¢ 740.] 668.:

— 266.1 5.C

$ 945.¢ $ 474( $ 663.C
$ 3.5¢ $ 28C $ 2.5C
1.01 0.0z

$ 3.5¢ $ 1.7¢ $ 2.4¢
$ 351 $ 271 $ 2.4¢
— 1.0C 0.0z

$ 351 $ 1.7 $ 2.44

The accompanying notes to consolidated financédégsients are an integral part of this statement.
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NIKE, INC.
CONSOLIDATED BALANCE SHEETS
May 31,
2004 2003
(In millions)
ASSETS
Current Assets
Cash and equivalen $ 828.( $ 634.(
Shor-term investment 400.¢ —
Accounts receivable, less allowance for doubtfebants of $95.3 and $81 2,120.; 2,083.¢
Inventories (Note 2 1,633.¢ 1,514.¢
Deferred income taxes (Note 165.( 221.¢
Prepaid expenses and other current a: 364.¢ 332t
Total current asse 5,512.( 4,787.:
Property, plant and equipment, net (Nott 1,586.¢ 1,620.¢
Identifiable intangible assets, net (Note 366.: 118.2
Goodwill (Note 4) 135.¢ 65.€
Deferred income taxes and other assets (N@ 291.C 229.¢
Total asset $7,891.¢ $6,821.:
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities:
Current portion of lon-term debt (Note 7 $ 6.6 $ 205.7
Notes payable (Note ¢ 146.( 75.4
Accounts payable (Note ! 763.¢ 572.1
Accrued liabilities (Notes 5 and 1 974.¢ 1,036.:
Income taxes payab 118.2 130.€
Total current liabilities 2,009.( 2,020.¢
Long-term debt (Note 7 682.¢ 551.¢
Deferred income taxes and other liabilities (Ndjt 418.2 257.¢
Commitments and contingencies (Notes 14 anc — —
Redeemable Preferred Stock (Note 0.3 0.3
Shareholder Equity:
Common Stock at stated value (Note :
Class A convertibl— 77.6 and 97.8 shares outstanc 0.1 0.2
Class B— 185.5 and 165.8 shares outstanc 2.7 2.€
Capital in excess of stated val 887.¢ 589.(
Unearned stock compensati (5.9 (0.6)
Accumulated other comprehensive loss (Note (86.9) (239.9)
Retained earning 3,982.¢ 3,639.:
Total shareholde’ equity 4,781." 3,990.°
Total liabilities and sharehold¢ equity $7,891.¢ $6,821.:

The accompanying notes to consolidated financédéstients are an integral part of this statement.
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NIKE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash provided (used) by operations:
Net income
Income charges not affecting ca
Cumulative effect of accounting char
Depreciatior
Deferred income taxe
Amortization and othe
Income tax benefit from exercise of stock opti
Changes in certain working capital compone
Decrease (increase) in accounts receiv
(Increase) decrease in inventor
(Increase) decrease in prepaids and other cursests

Increase in accounts payable, accrued liabilittesincome taxes payak

Cash provided by operatio

Cash provided (used) by investing activities
Purchases of shterm investment

Additions to property, plant and equipment and b
Disposals of property, plant and equipm
Increase in other ass¢

(Decrease) increase in other liabilit

Acquisition of subsidiary, net of cash acqui

Cash used by investing activiti

Cash provided (used) by financing activities

Proceeds from lor-term debt issuanc

Reductions in lon-term debt including current portic
Decrease in notes payal

Proceeds from exercise of stock options and otloeksssuance
Repurchase of stoc

Dividends— common and preferre

Cash used by financing activiti
Effect of exchange rate chan

Net increase in cash and equivale
Cash and equivalents, beginning of y

Cash and equivalents, end of y

Supplemental disclosure of cash flow information
Cash paid during the year fc

Interest, net of capitalized intere

Income taxe:

Year Ended May 31,

2004 2003 2002
(In millions)

$ 945.¢ $474.( $ 663.c
— 266.1 5.C
252.1 239.c 223t
19.C 55.C 15.¢
58.: 23.2 48.1
47.2 12.5 13.€
82. (136.9) (135.7)
(55.9  (102.9) 55.4
(103.5) 60.¢ 16.¢
269.1 30.1 175.¢
1,514.. 922.( 1,082.:
(400.€) — —
(213.9  (185.9 (282.9)
11.€ 14.¢ 15.€
(53.4) (46.9) (28.7)
(0.€) 1.6 (6.9)
(289.1) — —
(946.5)  (215.) (302.9)
153.¢ 90.4 329.¢
(206.€) (55.9) (80.9)
(0.3  (351.) (433.))
253.¢ 44.2 59.t
(419.  (196.9) (226.9)
(179.9  (137.9) (128.9
(398.5)  (606.5) (479.9)
24.€ (41.9) (28.1)
194.( 58.t 271t
634.( 575.t 304.(
$ 828.( $ 634.( $ 575t
$ 376 $ 38¢ $ 54z
418.¢ 330.2 262.(

The accompanying notes to consolidated financédéstients are an integral part of this statement.
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Balance at May 31, 2001

Stock options exercise
Conversion to Class B Common Stc
Repurchase of Class B Common St
Dividends on Common stock ($.48 per shi
Issuance of shares to employees and o
Amortization of unearned compensat
Forfeiture of shares from employe
Comprehensive income (Note 1
Net income
Other comprehensive income (net of tax benefit of
$13.0):
Foreign currency translatic
Cumulative effect of change in accounting
principle (Note 1,
Adjustment for fair value of hedge derivatiy

Comprehensive incon
Balance at May 31, 2002

Stock options exercise
Conversion to Class B Common Stc
Repurchase of Class B Common St
Dividends on Common stock ($.54 per shi
Issuance of shares to employ:
Amortization of unearned compensat
Forfeiture of shares from employe
Comprehensive income (Note 1
Net income
Other comprehensive income (net of tax benefit of
$72.8):
Foreign currency translatic
Adjustment for fair value of hedge derivati\

Comprehensive inconm
Balance at May 31, 2003

Stock options exercise
Conversion to Class B Common Stc
Repurchase of Class B Common St
Dividends on Common stock ($.74 per shi
Issuance of shares to employ:
Amortization of unearned compensat
Forfeiture of shares from employe
Comprehensive income (Note 1
Net income
Other comprehensive income (net of tax expense
of $69.0):
Foreign currency translatic
Adjustment for fair value of hedge derivati\

Comprehensive incon

Balance at May 31, 2004

NIKE, INC.

Common Stock

Class A Class B Capital in Accumulated Retained
Other
< . Excess o Unearned Comprehensive :

Shares Shares  Amount Stated Stock Earnings

Amount Value Compensation Income (Loss) Total
(In millions, except per share data)

991 $ 0.2 1695 $ 26 $ 4594 % 99 $ (152.) $3,194.% $3,494.!
1.7 72.¢ 72.¢
(1.0 1.C —
4.3 (5.2 (232.%) (237.7)
(128.€) (128.€)
0.2 13.2 (1.9 11.2
6.5 6.5
(0.2 (1.6) 0.2 (1.5 (2.9)
663.2 663.:
(1.5 1.5)
56.€ 56.¢
(95.6) (95.€)
(40.9) 663.2 623.(
981 $ 0.2 168( $ 26 $ 53871 % (5.1 $ (192.9 $3,495.(  $3,839.(
g 48.2 48.2
0.3 2 —
4.0 (4.9) (186.2) (191.0)
(142.7) (142.7)
0.2 9.6 0.2 9.4
3.7 3.7
(0.2 (2.7) 1.C 0.9 (2.€)
474.C 474.C
127.¢ 127.¢
(174.%) (174.7)
(47.9) 474.C 426.7
97.6 $ 0.2 165.6 $ 26 $ 589.C $ 0.6 $ (239.7 $3,639.. $3,990.0
5.2 284.¢ 284.¢
(20.2) (0.2 20.2 0.1 —
(6.4) (7.6) (406.7) (414.)
(194.9) (194.9)
0.4 23.2 (7.5) 15.7
2.€ 2.€
1.7) 0.3 (2.0)
945.€ 945.¢
27.t 27.t
125.¢ 125.¢
153. 945.€ 1,099.(
77€ % 0.1 185 $ 27 $ 887.& $ 55 $ (86.5) $3,982.¢ $4,781.
I I I I I I I I I

The accompanying notes to consolidated financédéstients are an integral part of this statement.
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Note 1 — Summary of Significant Accounting Policies
Basis of Consolidatior

The consolidated financial statements include tw®ants of NIKE, Inc. and its subsidiaries (the fgjmany”). All significant
intercompany transactions and balances have berimaied.

Recognition of Revenues

Wholesale revenues are recognized when title passkthe risks and rewards of ownership have passi@ customer, based on the
terms of sale. Title passes generally upon shipmeapon receipt by the customer depending on ¢hiatcy of the sale and the agreement
with the customer. Retail store revenues are recbad the time of sale. Provisions for sales distgueturns and miscellaneous claims from
customers are made at the time of sale.

Shipping and Handling Costs
Shipping and handling costs are expensed as irtarre included in cost of sales.

Advertising and Promotion

Advertising production costs are expensed the tiims¢ the advertisement is run. Media (TV and praldcement costs are expensed in
the month the advertising appears. A significanbant of the Company’s promotional expenses resoith fpayments under endorsement
contracts. Accounting for endorsement paymentssed upon specific contract provisions. Generaltglorsement payments are expensed
uniformly over the term of the contract after giyirecognition to periodic performance compliancevigions of the contracts. Prepayments
made under contracts are included in prepaid exgsesusd other current assets or other assets degesrdihe length of the contract. Through
cooperative advertising programs, we reimburseretail customers for certain of their costs of atlseg our products. We record these ¢
in selling and administrative expense at the pioittiitme when we are obligated to our customergtiercosts. This obligation may arise prior
to the related advertisement being run. Total &g and promotion expenses were $1,377.9, $181%@lion, and $1,027.9 million for the
years ended May 31, 2004, 2003 and 2002, respbctRrepaid advertising and promotion expensesrdestbas appropriate in prepi
expenses and other current assets and other titsdgdl $154.6 million and $135.2 million at May, 2004 and 2003, respectively.

Cash and Equivalents

Cash and equivalents represent cash and shorttigghly liquid investments with original maturitie$ three months or less at date of
purchase. The carrying amounts reflected in theadated balance sheet for cash and cash equisapproximate fair value due to the
short maturities.

Short-term Investments

Short-term investments consist of U.S. Treasury deburities with original maturities of six monthisless. Debt securities which the
Company has the ability and positive intent to holdnaturity are carried at amortized cost. Avdéafior-sale debt securities are recorded at
fair value with any net unrealized gains and loseesrted, net of tax, in other comprehensive ineoRealized gains or losses are determinec
based on the specific identification method. Thenany holds no investments considered to be tragiogrities. Amortized cost of both
available-for-sale and held-to-maturity debt sd@siapproximates fair market value due to thearshnaturities. All investments held at May
31, 2004 have remaining maturities of 120 day®ss.|
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Included in interest expense, net for the yeareemday 31, 2004, 2003, and 2002, was interest ircoh$15.3 million, $14.1 million and
$13.6 million, respectively, related to short-tarmestments and cash and cash equivalents.

Inventory Valuation
Inventories are stated at the lower of cost or etafkventories are valued on a first-in, first-§la=O) or moving-average cost basis.

Property, Plant and Equipment and Depreciation

Property, plant and equipment are recorded at Begireciation for financial reporting purposeséseimined on a straiglite basis fo
buildings and leasehold improvements over 2 toedryand principally on a declining balance basisrfachinery and equipment over 2 to
15 years. Computer software is depreciated oraggbtrline basis over 3 to 10 years.

Impairment of Long-Lived Assets

In accordance with Statement of Financial Accounfitandards (SFAS) No. 144 “Accounting for the Impant or Disposal of Long-
Lived Assets” (FAS 144), the Company estimatedhdgre undiscounted cash flows to be derived fronasset to assess whether or not a
potential impairment exists when events or circamesés indicate the carrying value of a long-livesed may be impaired. If the carrying
value exceeds our estimate of future undiscourdsti iows, we then calculate the impairment asioess of the carrying value of the asset
over our estimate of its fair market value.

Identifiable Intangible Assets and Goodwill

In accordance with SFAS No. 142 “Goodwill and Othgangible Assets” (FAS 142), goodwill and intanlgi assets with indefinite
lives are no longer amortized but instead are nreddior impairment at least annually in the fougtharter, or when events indicate that an
impairment exists. As required by FAS 142, in trmmpany’s impairment test of goodwill, we compare tair value of the applicable
reporting unit to its carrying value. If the cangivalue of the reporting unit exceeds the estirofair value, we calculate the impairment as
the excess of the carrying value of goodwill ovsiimnplied fair value. In the impairment tests ifwdefinite-lived intangible assets, we
compare the estimated fair value of the indefitiited intangible assets to the carrying valueh# tarrying value exceeds the estimate of fair
value, we calculate impairment as the excess ofdhgying value over the estimate of fair valuee Skote 4 for discussion of the Company’s
adoption of FAS 142.

Intangible assets that are determined to haveitiefines are amortized over their useful lives anel measured for impairment only
when events or circumstances indicate the carryahge may be impaired in accordance with FAS 144udised above.

Foreign Currency Translation and Foreign Currencyréinsactions

Adjustments resulting from translating foreign ftianal currency financial statements into U.S. aalare included in the foreign
currency translation adjustment, a component ofimegated other comprehensive income (loss) in $lwdders’ equity.

Transaction gains and losses generated by the efféareign exchange on recorded assets anditiabidenominated in a currency
different from the functional currency of the ajpplble Company entity are recorded in other experetdn the period in which they occur.
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Accounting for Derivatives and Hedging Activities

The Company uses derivative financial instrumemisit exposure to changes in foreign currencyhexage rates and interest rates.
Company accounts for derivatives pursuant to SFAS183, “Accounting for Derivative Instruments arddging Activities,” as amended
and interpreted (FAS 133), which was adopted ore Jyr2001. FAS 133 establishes accounting and tiegatandards for derivative
instruments and requires that all derivatives loendged at fair value on the balance sheet. Chaingés fair value of derivative financial
instruments are either recognized in other compreikie income (a component of shareholders’ eqoity)et income depending on whether
the derivative is being used to hedge changessh ftaws or changes in fair value.

In accordance with the transition provisions, tlenpany recorded a one-time transition adjustmenf dane 1, 2001 on both the
consolidated statement of income and the conselida&lance sheet. The transition adjustment ondhsolidated statement of income was a
charge of $5.0 million, net of tax effect. This ambrelated to an investment that was adjusteditosélue in accordance with FAS 133. The
transition adjustment on the consolidated balaheetsrepresented the initial recognition of the ¥alues of hedge derivatives outstanding on
the adoption date and realized gains and losseffective hedges for which the underlying exposad not yet affected earnings. The
transition adjustment on the consolidated balaheetswas an increase in current assets of $11@idrman increase in noncurrent assets of
$87.0 million, an increase in current liabilities$151.6 million, and an increase in other compnshe income of approximately $56.8
million, net of tax effect. The majority of the $8émillion recorded in other comprehensive incorm@&June 1, 2001 related to outstanding
derivatives at that date. Because exchange ratdsednansition date were different from those lom haturity dates of these derivatives and
because some contracts maturing during the yeadeMay 31, 2002 were entered into after the tremmsdate, amounts ultimately
reclassified to earnings during the year ended B1g\2002, as described in Note 13, were signifigatifferent from this amount.

Unrealized derivative gains and losses recordediirent and non-current assets and liabilitiesamdunts recorded in other
comprehensive income are non-cash items and therafe taken into account in the preparation otthesolidated statement of cash flows
based on their respective balance sheet clasfificat

See Note 16 for more information on our Risk Mamaget program and Derivatives.

Stock-Based Compensation

The Company uses the intrinsic value method towatcior stock-based compensation in accordance Agttounting Principles Board
(“APB”) Opinion No. 25, “Accounting for Stock Issde¢o Employees” as permitted by SFAS No. 123 “Actng for Stock-Based
Compensation” (FAS 123). The Compaspolicy is to grant stock options with an exerqgsee equal to the market value at the date afitg
and accordingly, no compensation expense is rezedni

As required by FAS 123 and amended by SFAS No."AdB8ounting for Stock-Based Compensation — Trapsitnd
Disclosure” (FAS 148), the Company has computedpio forma disclosure purposes, the fair valuepifons granted and employees’
purchase rights under the Employee Stock Purchase(PSPP) during the years ended May 31, 20043 206@d 2002 using the Bla&ehole:
option pricing model. The weighted average asswmnptused for stock option grants for each of tlyeses were a dividend yield of 1%,
expected volatility of the market price of the Canp’'s common stock of 44%, 38%, and 38% for thesyyeaded May 31, 2004, 2003 and
2002, respectively; a weighted-average expectedfithe options of approximately five years; amtegtiiest rates of 2.9%, 3.8%, and 4.8% for
the years ended May 31, 2004, 2003 and 2002, ridaplgc These interest rates are reflective of apgrant dates throughout the year.
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Options were assumed to be exercised over theyéime expected life for purposes of this valuatiddjustments for forfeitures are me
as they occur. For the years ended May 31, 20®B a6d 2002, the total value of the options grarftadwvhich no previous expense has t
recognized, was computed as approximately $102I®mi$89.8 million, and $73.4 million, respectiyewhich would be amortized on a
straight line basis over the vesting period ofdpdons. The weighted average fair value per sbhtiee options granted in the years ended
May 31, 2004, 2003 and 2002 are $20.36, $17.453a46dD2, respectively.

If the Company had accounted for these stock optammd ESPP purchase rights issued to employeesandance with FAS 123, the
Company’s pro forma net income and pro forma egsper share (EPS) would have been reported asvill

Year Ended May 31,

2004 2003 2002
(In millions)
Net income as reporte $945.¢ $474.( $663.:
Add: Stocl-based compensation expense included in reportedemhe, net of ta — — —
Deduct: Total stock-based employee compensatioaresgounder fair value based
method for all awards, net of ti (48.7) (42.2) (36.7)
Pro forma net incom $896.¢ $431.¢ $627.2
Earnings per Shar
Basic— as reportel $ 3.5¢ $ 1.7¢ $ 2.4¢
Basic— pro forma $ 3.41 $ 1.6 $ 2.34
Diluted — as reporte! $ 3.51 $ 177 $ 2.44
Diluted — pro forma $ 3.3¢ $ 1.62 $ 2.3C

The pro forma effects of applying FAS 123 may netépresentative of the effects on reported neinrecand earnings per share for
future years since options vest over several yaagsadditional awards are made each year.

Income Taxes

United States income taxes are provided curremtlfirancial statement earnings of nors. subsidiaries expected to be repatriated
Company determines annually the amount of undigith non-U.S. earnings to invest indefinitely snbn-U.S. operations. The Company
accounts for income taxes using the asset andityatmiethod. This approach requires the recognitibdeferred tax assets and liabilities for
the expected future tax consequences of tempoitieyahces between the carrying amounts and thbdars of other assets and liabilities.
See Note 8 for further discussion.

Earnings Per Share

Basic earnings per common share is calculated\igidg net income by the weighted average humbeoaimon shares outstanding
during the year. Diluted earnings per common slsacalculated by adjusting weighted average outt@nshares, assuming conversion o
potentially dilutive stock options and awards. Skete 11 for further discussion.
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Management Estimates
The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make
estimates, including estimates relating to asswmptthat affect the reported amounts of assetdiaitities and disclosure of contingent
assets and liabilities at the date of financiatesteents and the reported amounts of revenues gahses during the reporting period. Actual
results could differ from these estimates.
Reclassifications
Certain prior year amounts have been reclassifiebtform to fiscal year 2004 presentation. Théseiges had no impact on previot
reported results of operations or shareholdersitgqu
Note 2 — Inventories
Inventories by major classification are as follows:

May 31,
2004 2003
(In millions)
Finished good $1,609. $1,484.:
Work-in-progress 10.€ 15.2
Raw material 13.2 15.€
$1,633.¢ $1,514.¢
Note 3 — Property, Plant and Equipment
Property, plant and equipment includes the foll@yin
May 31,
2004 2003
(In millions)
Land $ 179t $ 191.1
Buildings 813.¢ 785.(
Machinery and equipme 1,608.¢ 1,538.°
Leasehold improvemen 470.2 433.
Construction in proces 60.4 40.€

3,132.1 2,988.¢
Less accumulated depreciati 1,545.. 1,368.(

$1,586.¢ $1,620.¢

Capitalized interest was $0.3 million, $0.8 milljand $1.7 million for the years ended May 31, 2@DD3 and 2002, respectively.

Note 4 — Identifiable Intangible Assets and Goodwiil
Adoption of FAS 142

The Company adopted FAS 142 effective June 1, 2002ccordance with FAS 142, goodwill and intangiksets with indefinite lives
are no longer amortized but instead are measurathfiirment at least annually in the fourth quante when events indicate that an
impairment exists. Intangible assets that are deterd to have definite lives are amortized oveirthseful lives.
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As required by FAS 142, the Company performed immpant tests on goodwill and other intangible asats indefinite lives, which
consisted only of certain trademarks, as of Jurg®@2. As a result of the impairment tests, the gamy recorded a $266.1 million
cumulative effect of accounting change for the yarated May 31, 2003. Under FAS 142, goodwill impeint exists if the net book value of
a reporting unit exceeds its estimated fair valiee Company estimated the fair value of its repgrtinits by using a combination of
discounted cash flow analyses and comparisonsthdtimarket values of similar publicly-traded comipan

Included in the Company’s $266.1 million impairmeharge was a $178.5 million charge related tartipairment of the goodwill
associated with the Bauer NIKE Hockey (“Bauer”) &uale Haan reporting units. These reporting urmsraflected in the Company’s Other
operating segment. Since the Company’s purchaBawér in 1995, the hockey equipment and apparéetetmhave not grown as fast as
expected and the in-line skate market has conttaigmificantly. As a result, we determined tha goodwill acquired at Bauer had been
impaired. The goodwill impairment at Cole Haaneefed the significantly lower fair value calculatadthe basis of reduced operating
income in the year following the September 11, 2t@0dorist attacks.

The remaining $87.6 million of the impairment chearglates to trademarks associated with Bauer. tUpd8 142, impairment of an
indefinite-lived asset exists if the net book vati¢he asset exceeds its fair value. The Compatisnated the fair value of trademarks using
the relief-from-royalty approach, which is a stamdorm of discounted cash flow analysis typicalsed for the valuation of trademarks. The
impairment of the Bauer trademarks reflects theeseintumstances as described above related toaherBjoodwill impairment.

The following table summarizes the Company’s id&tile intangible assets balances as of May 314 20@ May 31, 2003:

May 31, 2004 May 31, 2003
Gross Accumulated Net Gross Accumulated Net
Carrying Amortization Carrying Carrying Amortization Carrying
Amount Amount Amount Amount
(In millions)
Amortized intangible assel

Patent:s $27¢ $ (119 $ 160 $24¢ $ (104 $ 14t
Trademarks 14.1 (11.5) 2.€ 12.¢ (10.€) 2.3
Other 17.C (10.§) 6.2 7.5 (1.7 6.4
Total $59.C $ (342 $ 24& $45: $ (221 $ 232
Unamortized intangible asse— Trademark $341.F $ 95.C
Total $366.: $118.2

Amortization expense of identifiable assets witfird lives, which is included in selling and admsitrative expense, was $12.0
million, $3.6 million and $2.6 million for the yemended May 31, 2004, 2003, and 2002, respectiValy.amortization expense of indefinite-
lived intangible assets and goodwill, which waduded in other expense, net, was $13.1 milliortieryear ended May 31, 2002. Following
the adoption of FAS 142, no such amortization vea®rded. The estimated amortization expense fangible assets subject to amortization
for each of the succeeding years ending May 315 20ugh May 31, 2009 is as follows: 2005: $3.8iam; 2006: $3.3 million; 2007: $2.8
million; 2008: $2.4 million; 2009: $2.2 million.

The results for the year ended May 31, 2002 doeftdct the provisions of FAS 142. The reportedinebme before cumulative effect
of accounting change was $668.3 million for therysraded May 31, 2002. Had
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the Company adopted FAS 142 on June 1, 2001, éoyehr ended May 31, 2002, net income before cuimelaffect of accounting change
would have been $681.4 million as a result of mobrding $8.6 million in goodwill amortization ad.5 million in trademark amortization.
Basic and diluted earnings per common share befmeunting change would have increased $0.05 éoydlar ended May 31, 2002.

During the second quarter ended November 30, 2@®8bmpany completed the acquisition of Converse(I'€onverse”). As a result,
$69.1 million was allocated to goodwill, $246.2 linih was allocated to unamortized trademarks an€l 88llion was allocated to other
amortized intangible assets and was fully amortizegt the last nine months of the year ended May8@4. See Note 15 for additional
information related to the acquisition. The remadgnincrease to goodwill for the year ended MayZ8}4 represents payments related to a
prior acquisition. The change in the book valuga@ddwill, which relates to the Company’s Other aepieig segment, is as follows (in
millions):

Goodwill— May 31, 2002 $ 65.€
Acquisition of Subsidiarie 69.¢
Goodwill— May 31, 200 $135.2

Note 5 — Accrued Liabilities
Accrued liabilities include the following:

May 31,
2004 2003
(In millions)
Fair value of derivative $141.< $ 3131
Accrued compensation and bene 339.( 245.7
Accrued tax 87.t 73.1
Accrued endorser compensat 86.¢ 70.2
Dividends payabli 52.¢ 36.€
Other?* 267.1 297.2

$974.4 $1,036.:

1 Other consists of various accrued expenses anddidual item accounted for more than $50 millmfrthe balance at May 31, 2004
2003.
Note 6 — Short-Term Borrowings and Credit Lines

Commercial paper outstanding, notes payable todyanid interest-bearing accounts payable to Sogtporation of America (“Sojitz
America”), formerly known as Nissho lwai Americaoi@oration (“NIAC”) as of May 31, 2004 and 2003¢ aummarized below:

May 31,
2004 2003
Borrowings Interest Borrowings Interest
Rate Rate
(In millions) (In millions)
Notes payable and commercial paj
U.S. operations $ 28c 0.67%! $ 23 4.25%
Non-U.S. operation: 117.7 3.1&% 73.1 5.2¢%
$ 146.C $ 754
Sojitz America 43.€ 1.8¢% 49.€ 2.0€%

1 Weighted average interest rate includes non-int&esring overdrafts.
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The carrying amounts reflected in the consolidét&ldnce sheet for notes payable approximate fhievdue to the short maturities.
The Company had no commercial paper outstandiMpst31, 2004 and 2003.

The Company purchases through Sojitz America aedtiletic footwear and apparel it acquires from-kbS. suppliers. These
purchases are for the Compangperations outside of the U.S., Europe, and Jamounts payable to Sojitz America are generdllg up tc
60 days after shipment of goods from the foreigri.gdhe interest rate on such accounts payableci$® day London Interbank Offered Rate
(“LIBOR") as of the beginning of the month of thesbice date, plus 0.75%.

The Company has a 5-year $750 million revolvingltriacility in place with a group of banks undehish no amounts are outstanding.
The facility matures on November 20, 2008 and ecamtiended for one additional year on the annivemdate. Based on the Company’s
current long-term senior unsecured debt ratingénteeest rate charged on any outstanding borroswimguld be the prevailing LIBOR plus
0.22%. The facility fee is 0.08% of the total cortrmeént. Under this agreement, the Company must eiairdmong other things, certain
minimum specified financial ratios with which the@pany was in compliance at May 31, 2004.

Note 7 — Long-Term Debt
Long-term debt includes the following:

May 31,
2004 2003
(In millions)

6.375% Corporate Bond, payable December 1, : $ — $200.C
5.5% Corporate Bond, payable August 15, 2 254.¢ 266.:
4.8% Corporate Bond, payable July 9, 2 25.4 27.1
5.375% Corporate Bond, payable July 8, 2 25.5 27.€
5.66% Corporate Bond, payable July 23, 2 25.F 28.1
5.4% Corporate Bond, payable August 7, 2 14.¢ 16.4
4.7% Corporate Bond, payable October 1, 2 50.C —
5.15% Corporate Bonds, payable October 15, : 98.7 —
4.3% Japanese yen note, payable June 26, 93.2 90.1
2.6% Japanese yen note, maturing August 20, 266Ldh November 20, 20z 67.5 69.2
2.0% Japanese yen note, maturing August 20, 206Ldh November 20, 20z 30.1 30.¢
Other 3.2 1.7

Total 689.( 757.%
Less current maturitie 6.€ 205.7

$682.« $551.¢

The fair value of long-term debt is estimated uslisgounted cash flow analyses, based on the Coyigpiscremental borrowing rates
for similar types of borrowing arrangements. Thevalue of the Company'’s long-term debt, includmgrent portion, is approximately
$721.4 million at May 31, 2004 and $818.4 millidrivtay 31, 2003.

The Company has interest rate swap agreementsheittame notional amount and maturity dates a$256.0 million corporate bond
maturing August 15, 2006, whereby the Company vesdiixed interest
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payments at the same rate as the bond and pagbhesinterest payments based on the three-mont®RIBlus a spread. The interest rates
payable on these swap agreements were approxinZa#@ly at May 31, 2004 and 2003.

The Company has an effective shelf registratiotestant with the Securities and Exchange Commidsiofil billion of debt securities.
During the years ended May 31, 2004 and 2003, tmapany issued a total of $150 million and $90 miillirespectively, in notes under the
medium term note program of the shelf registratidme notes have coupon rates that range from 4t6®66%. The maturities range from
July 9, 2007 to October 15, 2015. For each of tineges, the Company has entered into interessrea@ agreements whereby the Company
receives fixed interest payments at the same satieeanotes and pay variable interest paymentsilmséhe three-month or sironth LIBOR
plus a spread. Each swap has the same notionalrarmioth maturity date as the corresponding noteggb{or the swap for the $50 million
note maturing October 1, 2013, which expires Oat@@006. At May 31, 2004, the interest rates p&yan these swap agreements range
from approximately 1.6% to 3.3%. After issuancehafse notes, $760 million remains available toskaed under the shelf registration.

In June 1996, one of the Company’s Japanese sahsiglborrowed 10,500 million Japanese yen invafeiplacement with a maturity
of June 26, 2011. Interest is paid semi-annualhe agreement provides for early retirement aftar yen.

In July 1999, another of the Company’s Japanessidiabies assumed 13,000 million in Japanese yamslas part of its agreement to
purchase a distribution center in Japan, whicheseas collateral for the loans. These loans matuequal quarterly installments during the
period August 20, 2001 through November 20, 20@t&rést is also paid quarterly.

Amounts of long-term debt maturities in each ofykars ending May 31, 2005 through 2009 are $6l6omi$6.1 million, $255.8
million, $31.1 million and $6.1 million, respectiye

Note 8 — Income Taxes
Income before income taxes and cumulative effeetcobunting change is as follows:

Year Ended May 31,

2004 2003 2002
(In millions)
Income before income taxes and cumulative effeetcobunting chang:
United State: $ 607.7 $ 444.¢ $ 511.C
Foreign 842.: 678.2 506.1
$1,450.( $1,123.( $1,017.:
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The provision for income taxes is as follows:

Current:
United State!
Federal
State
Foreign

Deferred:
United State:
Federal
State
Foreign

Deferred tax (assets) and liabilities are comprifetie following:

Deferred tax asset
Allowance for doubtful accoun
Inventory reserve
Sales return reserv:
Deferred compensatic
Reserves and accrued liabiliti
Tax basis inventory adjustme
Property, plant, and equipme
Foreign loss carryforwarc
Foreign tax credit carryforwart
Hedges
Other

Total deferred tax asse

Deferred tax liabilities
Undistributed earnings of foreign subsidiai
Property, plant and equipme
Intangibles
Hedges
Other

Total deferred tax liabilitie

Net deferred tax asset before valuation allows
Valuation allowanct

Net deferred tax liability (asse

— (Continued)

Year Ended May 31,

2004 2003 2002
(In millions)
$185.¢ $125.¢ $156.5
43.F 33.€ 32.C
266.¢ 190.C 1473
495.¢ 349.2 336.2
3.8 11.2 (3.9
24 8.€ 3.3
2.7 13.€ 12.€
9.C 33.7 12.€
$504.< $382.¢ $349.(
May 31,
2004 2003
(In millions)
$ (13 $ (119
(13.2) (10.0
(30.7) (27.4)
(82.2) (68.1)
(27.4) (28.5)
(15.9) (15.9)
(36.2) (28.9)
(29.1) (32.5)
(24.4) —
(49.7) (110.9
(17.2) 17.9)
(339.)) (351.7)
95.5 60.1
109.t 94.:
101.€ —
5.9 2.€
8.8 13.7
321.C 170.%
(7.9 (181.0)
27.1 13.C
$ 9.3 $(168.0
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A reconciliation from the U.S. statutory federat@me tax rate to the effective income tax rateofed!:

Year Ended May 31,

2004 2003 2002
Federal income tax ra 35.% 35.(% 35.(%
State taxes, net of federal ben 2.1 2.5 2.2
Foreign earning (0.6) 2.7 (3.2
Other, ne .7 (0.7) 0.2
Effective income tax rat 34.8% 34.1% 34.2%

The Company has indefinitely reinvested approxitgeg@06.1 million of the cumulative undistributedraings of certain foreign
subsidiaries, of which $180.0 million was earnedrduthe year ended May 31, 2004. Such earningddumeisubject to U.S. taxation if
repatriated to the U.S. The amount of unrecogniagdrred tax liability associated with the permdlyereinvested cumulative undistributed
earnings was approximately $160.0 million.

Deferred tax assets at May 31, 2004 and 2003 weeleced by a valuation allowance relating to taxefienof certain foreign
subsidiaries with operating losses where it is ntikedy than not that the deferred tax assets moll be realized.

A benefit was recognized for foreign loss carryfards of $19.6 million at May 31, 2004. Such lossgsire as follows (millions):

2007 200¢ 201C 2011 Indefinite
Year Ended May 31, 2008

Expiration Amount 0.¢ 10.4 0.¢ 0.7 0.1 6.€

During the years ended May 31, 2004, 2003, and 2@i#ine tax benefits attributable to employee stmution transactions of $47.2
million, $12.5 million, and $13.9 million, respeatly, were allocated to shareholders’ equity.

Note 9 — Redeemable Preferred Stock

Sojitz America (formerly NIAC) is the sole ownerthie Company’s authorized Redeemable PreferredkS$dcpar value, which is
redeemable at the option of Sojitz America or tleenPany at par value aggregating $0.3 million. A alative dividend of $0.10 per share is
payable annually on May 31 and no dividends magldidared or paid on the common stock of the Compautgss dividends on the
Redeemable Preferred Stock have been declaredagahéhdull. There have been no changes in the Bedble Preferred Stock in the three
years ended May 31, 2004. As the holder of the Bedble Preferred Stock, Sojitz America does noehigneral voting rights but does h:
the right to vote as a separate class on the saléar substantially all of the assets of the Qamy and its subsidiaries, on merger,
consolidation, liquidation or dissolution of ther@pany or on the sale or assignment of the NIKEemaakk for athletic footwear sold in the
United States.

Note 10 — Common Stock

The authorized number of shares of Class A ComntockSno par value, and Class B Common Stock, moglae, are 110 million ar
350 million, respectively. Each share of Class Anmon Stock is convertible into one share of ClagdoBimon Stock. Voting rights of Cle
B Common Stock are limited in certain circumstane#h respect to the election of directors.
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In 1990, the Board of Directors adopted, and ttegedtolders approved, the NIKE, Inc. 1990 Stock mtige Plan (the “1990 Plan"T.he
1990 Plan provides for the issuance of up to 5anikhares of Class B Common Stock in connectiih stock options and other awards
granted under such plan. The 1990 Plan authoiiiegraint of incentive stock options, non-statuiock options, stock appreciation rights,
stock bonuses and the sale of restricted stockeXbecise price for incentive stock options maybwmtess than the fair market value of the
underlying shares on the date of grant and sulisligrdall grants vest ratably over four years argiee 10 years from the date of grant. The
exercise price for non-statutory stock optionsglstappreciation rights and the purchase price stficted stock may not be less than 75% of
the fair market value of the underlying sharestmndate of grant. No consideration will be paidgtmck bonuses awarded under the 1990
Plan. A committee of the Board of Directors adntigis the 1990 Plan. The committee has the authtoridgtermine the employees to whom
awards will be made, the amount of the awards tl@ather terms and conditions of the awards. Adaf 31, 2004 the committee has
granted substantially all non-statutory stock ampgiat 100% of fair market value on the date of guader the 1990 Plan.

From time to time, the Company grants restrictedisand unrestricted stock to key employees urued®90 plan. The number of
shares granted to employees during the years évidg®1, 2004 and May 31, 2003 were not materiatiftents of restricted shares are
entitled to cash dividends and to vote their respechares throughout the period of restrictiome Value of all of the granted shares was
established by the market price on the date oftgtémearned compensation was charged for the mashae of the restricted shares. The
unearned compensation is shown as a reductioraoésbldersequity and is being amortized ratably over theinggperiod. During the yea
ended May 31, 2004, 2003, and 2002, respectiviedyCompany recognized $2.4 million, $2.7 milliod&4.3 million in selling and
administrative expense related to the grants, ifetrfeitures.

During the years ended May 31, 2004, 2003 and 20@2Company also granted shares of restricted stoder the Long-Term
Incentive Plan (“LTIP"), adopted by the Board ofr@itors and approved by shareholders in Septen@8at. The LTIP provides for the
issuance of up to 1,000,000 shares of Class B Can®tmck. Under the LTIP, awards are made to ceetafitutives in their choice of either
cash or stock, based on performance targets esdtatllover varying time periods. Once performanaeeta are achieved, cash or shares of
stock are issued. For certain plan years, shars®ok issued remain restricted for an additiohede-year vesting period. In other plan years,
shares are immediately vested upon grant. Unvesiaicbs are subject to forfeiture if the executiestgployment terminates within that
period. In plan years with a three-year vestingguemplan participants are entitled to cash divitkeand to vote their respective shares. The
value of the restricted shares is established &yrtarket price on the date of issuance. Unearnegbensation is charged for the market value
of the restricted shares. The unearned compensatghown as a reduction of shareholders’ equityiaeing amortized ratably over the
service and vesting periods. Under the LTIP 8,0G0es with a price of $54.80 were issued with mstrietions during the year ended May
2004 for the plan period ended May 31, 2003. Noeshevere issued during the year ended May 31, a8@®rformance targets for the plan
period ended May 31, 2002 were not met. A toté8&000 restricted shares with an average pricél®f3p were issued during the year ended
May 31, 2002 for the plan period ended May 31, 2@0Hlated to the LTIP the Company recognized $&8l®n, $9.9 million and $9.0
million of selling and administrative expense ie ffears ending May 31, 2004, 2003 and 2002, reispbgtnet of forfeitures.
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The following summarizes the stock option transangtiunder plans discussed above:

Weighted
Average
Option
Shares Price
(In thousands;

Options outstanding May 31, 20 14,16: $41.2¢
Exercisec (1,687 33.6z2
Surrenderel (729) 44 .4:
Granted 4,68 42 .6¢

Options outstanding May 31, 20 16,44: 42.31
Exercisec (1,307 29.5¢
Surrenderel (713) 45.2:¢
Granted 5,27¢ 48.8:

Options outstanding May 31, 20 19,69¢ 44.8:
Exercisec (5,526 42.67
Surrendere! (579) 47.1¢
Granted 5,21¢ 52.1¢

Options outstanding May 31, 20 18,80¢ $ 47.4%

Options exercisable at May 2
2002 7,59( $42.3(
2003 9,73( 44.1¢
2004 8,17 45.0C

The following table sets forth the exercise pridhs,number of options outstanding and exercisahtethe remaining contractual lives
of the Company’s stock options at May 31, 2004:

Options Outstanding

Weighted Weighted Options Exercisable
A\?:agra;e Average . .
Number of Exercise Price Contractual Life Number of Weighted
Options Options Average
Exercise Price Outstanding Remaining Exercisable Exercise Price
(In thousands; (Years) (In thousands,
$14.9-$27.69 1,771 $ 26.81 5.2C 1,754 $ 26.8¢
28.1%- 42.36 3,22 42.2¢ 7.08 1,21¢ 42.1¢
42.5(- 48.44 1,87( 47.5] 3.9t 1,82¢ 47.62
48.6%- 48.98 4,33 48.9¢ 8.1z 762 48.9¢
49.0- 52.24 5,00¢ 52.1¢ 9.0z 13E 50.62
52.4. 74.88 2,60t 55.9( 4.8C 2,48¢ 55.71

In September 2001, the Company’s shareholders apgrhe establishment of an ESPP under which 3)00Ghares of Class B Stock
are reserved for issuance to employees. The plalifiga as a noncompensatory employee stock puegbias under Section 423 of the
Internal Revenue Code. In February 2003, the Cogipdoard of Directors approved a Foreign Subsid@sPP under which 1,000,000
shares of Class B Stock are reserved for issuanemployees. Employees are eligible to participiateugh payroll deductions in amounts
ranging from 1% to 10% of their compensation nattoeed limitations set out under Section 423 hateénd of each six-month offering
period, shares are purchased by the participa®@s%atof the lower of the fair market value at tleginning or the end of the offering period.
Under the ESPPs 318,000, 249,000, and 78,000 siaresssued during the years ended May 31, 20i@3,2and 2002, respectively.
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Note 11 — Earnings Per Share

The following represents a reconciliation from lsagsarnings per share to diluted earnings per skgrions to purchase 11.7 million
and 4.2 million shares of common stock were outitanat May 31, 2003, and 2002, respectively, betasnot included in the computatior
diluted earnings per share because the optionstiseeprices were greater than the average mariozet of the common shares and, therefore,
the effect would be antidilutive. There were notsaatidilutive options outstanding at May 31, 2004.

Year Ended May 31,

2004 2003 2002

(In millions,
except per share data)

Determination of share

Average common shares outstanc 263.2 264.t 267.1
Assumed conversion of dilutive stock options anduas 6.5 3.1 4.5
Diluted average common shares outstan 269.7 267.¢ 272.2
Basic earnings per common sh— before cumulative effect of accounting chal $ 3.5¢ $ 2.8C $ 2.5C
Cumulative effect of accounting char — 1.01 0.0z

$ 3.5¢ $ 1.7¢ $ 2.4¢

Diluted earnings per common sh— before cumulative effect of accounting chau $ 3.51 $ 2.77 $ 2.4¢
Cumulative effect of accounting char — 1.0C 0.0z

$ 3.51 $ 1.77 $ 2.44

Note 12 — Benefit Plans

The Company has a profit sharing plan availabkutastantially all U.S.-based employees. The tetiniseoplan call for annual
contributions by the Company as determined by tharé of Directors. Contributions of $20.6 millig1,6.0 million, and $14.4 million to the
plan are included in selling and administrativeenges in the consolidated financial statementthfoyears ended May 31, 2004, 2003 and
2002, respectively. The Company has a voluntaryld@®mployee savings plan. The Company matchestop®f employee contributions
with common stock. Company contributions to tharsgs plan were $15.9 million, $15.0 million, and3$4 million for the years ended May
31, 2004, 2003 and 2002, respectively, and aredied in selling and administrative expenses.
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Note 13 — Comprehensive Income
Comprehensive income is as follows:

Year Ended May 31,

2004 2003 2002
(In millions)
Net income $ 945.€ $474.(  $663.C
Other comprehensive income (los
Change in cumulative translation adjustment anéroghet of tax (expense)/benefit of $(4.7) in
2004, $(22.4) in 2003, $2.2 in 20( 27.5 127.4 (2.5)
Recognition in net income of previously deferredaatized loss on securities, due to accounting
change (net of tax (benefit) of ($2.: — — 3.4
Changes due to cash flow hedging instruments (M@}e
Initial recognition of net deferred gain as of Junelue to accounting change (net of tax
(expense) of ($28.7 — — 53.4
Net (loss) gain on hedge derivatives (net of taxelfie of $33.5 in 2004, $160.8 in 2003 and
$31.5 in 2002 (72.9) (311.9 (73.39)
Reclassification to net income of previously deddr(gains) and losses related to hedge
derivatives (net of tax (benefit)/expense of ($91M&004, ($65.6) in 2003 and $10.2 in
2002) 198.¢ 137.2 (22.3)
Other comprehensive income (lo 153.¢ (47.9) (40.9)
Total comprehensive incon $1,099.C $426.1  $623.(
The components of accumulated other comprehenssgedre as follows:
May 31,
2004 2003
(In millions)
Cumulative translation adjustment and ot $ 4.7 $ (22.9)
Net deferred loss on hedge derivati (91.0 (216.9

$(86.9  $(239.9)

Note 14 — Commitments and Contingencies

The Company leases space for certain of its offis@sehouses and retail stores under leases exfiidm one to thirty years after May
31, 2004. Rent expense was $206.7 million, $183llbmand $159.9 million for the years ended Maly, 2004, 2003 and 2002, respectively.
Amounts of minimum future annual rental commitmeamsler non-cancelable operating leases in eadiedfte years ending May 31, 2005
through 2009 are $171.7 million, $143.4 million2$19 million, $103.4 million, $85.3 million, respaely, and $523.5 million in later years.

As of May 31, 2004 and 2003, the Company had kettécredit outstanding totaling $551.6 million &itD4.4 million, respectively.
These letters of credit were issued primarily far purchase of inventory.

In the ordinary course of its business, the Compsuiywolved in legal proceedings involving conttaad and employment relationships,
product liability claims, trademark rights, andariety of other matters. The Company does not belibere are any pending legal
proceedings that will have a material impact onGeenpany’s financial position or results of opesas.
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Note 15 — Acquisition

On September 4, 2003, the Company acquired 10@peot the equity shares of Converse. Conversgugsdistributes, and markets
high performance and casual athletic footwear gpéeel. The acquisition was accounted for undepthrehase method of accounting in
accordance with SFAS No. 141, “Business Combinatiofhe cash purchase price, including acquisitiosts, was approximately $310
million. The results of Converse’s operations hbgen included in the consolidated financial statesisince the date of the acquisition as
part of the Company’s Other operating segment.

All assets and liabilities of Converse have beeomded in the Company’s consolidated balance d¥sesetd on their estimated fair
values at the date of acquisition. Identifiablemgible assets and goodwill relating to the puretegproximated $254.8 and $69.1 million,
respectively. Identifiable intangible assets inel246.2 million for trademarks that have an indédilife, and $8.6 million of other
intangible assets that were amortized over ninethsoThe purchase accounting included a deferpetiataility of $105.1 million recorded
for the book-tax difference in future tax consequeenfor the acquired identifiable indefinite-liviedangible assets, which is the primary
reason that goodwill was also recorded in the aetisn. The pro forma effect of the acquisitiontbe combined results of operations was not
significant.

Note 16 — Risk Management and Derivatives

The Company is exposed to global market risksuutiolg the effect of changes in foreign currencyhexge rates and interest rates.
Company uses derivatives to manage financial expeghat occur in the normal course of business.ddmpany does not hold or issue
derivatives for trading purposes.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawdi$ risk-management
objective and strategy for undertaking hedge tratitsas. This process includes linking all derivaswto either specific assets and liabilities
the balance sheet or specific firm commitmentoeoedasted transactions.

Substantially all derivatives entered into by themany are designated as either cash flow or &irevhedges. All derivatives are
recognized on the balance sheet at their fair véJueealized gain positions are recorded as otheent assets or other non-current assets,
depending on the instrument’s maturity date. Unzedlloss positions are recorded as accrued ligsilor other non-current liabilities.
Changes in fair values of outstanding cash flowgeedkrivatives that are highly effective are reedrih other comprehensive income, until
net income is affected by the variability of cakiwfs of the hedged transaction. Fair value hedgesetorded in net income and are offset by
the change in fair value of the underlying assdiadility being hedged.

Cash Flow Hedges

The purpose of the Company'’s foreign currency haglgictivities is to protect the Company from ttsk that the eventual cash flows
resulting from transactions in foreign currenciasluding revenues, product costs, selling and a@itrative expenses, investments in U.S.
dollar-denominated available-for-sale debt se@sitind intercompany transactions, including intamany borrowings, will be adversely
affected by changes in exchange rates. It is thepaay’s policy to utilize derivatives to reducedign exchange risks where internal netting
strategies cannot be effectively employed.

Derivatives used by the Company to hedge foreigreagy exchange risks are forward exchange costraptions and cross-currency
swaps. These instruments protect against thehakthe eventual net cash inflows and outflows fforeign currency denominated
transactions will be adversely affected by changeschange rates. The cross-currency swaps adetosedge foreign currency
denominated payments related to intercompany lgegeaents. Hedged transactions are denominateauilsirm European currencies,
Japanese yen, Canadian dollars, Korean won, Mexyieans, and Australian dollars. The Company hedgés 100% of anticipated
exposures typically twelve months in advance bsthedged as much as 32 months in advance. Wheodntpany loans are hedged, it is
typically for their expected duration.
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Substantially all foreign currency derivatives eatkinto by the Company qualify for and are desigdas foreign-currency cash flow
hedges, including those hedging foreign currenaydenated firm commitments.

Changes in fair values of outstanding cash flowgeedrivatives that are highly effective are reedrah other comprehensive income,
until net income is affected by the variabilityaish flows of the hedged transaction. In most cas®sunts recorded in other comprehensive
income will be released to net income some timer dffte maturity of the related derivative. The aiigsited statement of income
classification of effective hedge results is theneas that of the underlying exposure. Resultedfhs of revenue and product costs are
recorded in revenue and cost of sales, respectiwéign the underlying hedged transaction affectsmeeme. Results of hedges of selling .
administrative expense are recorded together Wikd costs when the related expense is recordsdlt®ef hedges of both anticipated sales
of U.S. dollar-denominated available-for-sale sii@s and anticipated intercompany transactiongegerded in other expense, net when the
transaction occurs. Hedges of recorded balancd pbeiions are recorded in other expense, neentlyrtogether with the transaction gair
loss from the hedged balance sheet position. Neigio currency transaction gains and losses, wihidhdes hedge results captured in
revenues, cost of sales, selling and administratkpgense and other expense, net, were a $304i8midks, a $180.9 million loss, and a $¢
million gain for the years ended May 31, 2004, 2C081 2002, respectively.

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

As of May 31, 2004, $103.3 million of deferred fatses (net of tax) on both outstanding and matdegiyatives accumulated in other
comprehensive income are expected to be recla$sdfinet income during the next twelve months essalt of underlying hedged
transactions also being recorded in net incomeud@mounts ultimately reclassified to net incomedependent on the exchange rates in
effect when derivative contracts that are curreatlistanding mature. As of May 31, 2004, the maxmterm over which the Company is
hedging exposures to the variability of cash fldarsall forecasted and recorded transactions ist8ths.

The Company formally assesses, both at the hedgaption and on an ongoing basis, whether thevaiives that are used in hedging
transactions have been highly effective in offsgtithanges in the cash flows of hedged items aredhg@hthose derivatives may be expected
to remain highly effective in future periods. WHeis determined that a derivative is not, or haased to be, highly effective as a hedge, the
Company discontinues hedge accounting prospectively

The Company discontinues hedge accounting prosdctivhen (1) it determines that the derivativaaslonger highly effective in
offsetting changes in the cash flows of a hedged ifincluding hedged items such as firm commitmenferecasted transactions); (2) the
derivative expires or is sold, terminated, or eiserd; (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 forecastaastiction will occur in the
originally expected period, the gain or loss ondhkevative remains in accumulated other comprekieriscome and is reclassified to net
income when the forecasted transaction affecténaetme. However, if it is probable that a forecedstansaction will not occur by the end of
the originally specified time period or within additional two-month period of time thereafter, th@ins and losses that were accumulated in
other comprehensive loss will be recognized imntetian net income. In all situations in which hedg
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accounting is discontinued and the derivative resiautstanding, the Company will carry the derixaft its fair value on the balance sheet,
recognizing future changes in the fair value irrent-period net income. Any hedge ineffectivenssgcorded in current-period net income.
Effectiveness for cash flow hedges is assessed lmastorward rates.

For each of the years ended May 31, 2004 and 2@086mpany recorded in other expense, net an ifisaynt loss representing the
total ineffectiveness of all derivatives. An insfigant gain was recorded in other expense, netlferyear ended May 31, 2002. Net income
for each of the years ended May 31, 2004, 20032802 was not materially affected due to discontinnedge accounting.

Fair Value Hedges

The Company is also exposed to the risk of chammgi®e fair value of certain fixed-rate debt attitisble to changes in interest rates.
Derivatives currently used by the Company to hdtigerisk are receive-fixed, pay-variable intemede swaps.

Substantially all interest rate swap agreementslesegnated as fair value hedges of the relategtierm debt and meet the shortcut
method requirements under FAS 133. Accordinglynglea in the fair values of the interest rate swggpaments are exactly offset by char
in the fair value of the underlying long-term ddkt ineffectiveness has been recorded to net ingetated to interest rate swaps designated
as fair value hedges for the years ended May 314,22003 and 2002.

As discussed in Note 7, during the year ended May804, the Company issued a $50 million mediunmteote maturing October 1,
2013 and simultaneously entered into a receivegifipay-variable interest rate swap with the saatiemal amount and fixed interest rate as
the note. However, the swap expires October 2, 2008 interest rate swap is not accounted for lsdme, accordingly changes in the fair
value of the swap are recorded to net income eabcas a component of other expense, net. Asayf 84, 2004, the recorded fair value of
the swap was a $0.6 million loss.

During the year ended May 31, 2003 the Companyeatsered into an interest rate swap agreemenecketata Japanese yen
denominated intercompany loan with one of the Camgjzalapanese subsidiaries. The Japanese subgidigswariable interest on the
intercompany loan based om®&nth LIBOR plus a spread. Under the interest sai@p agreement, the subsidiary pays fixed intgraginent:
at 0.8% and receives variable interest paymensdcas 3-month LIBOR plus a spread based on a radteonount of 8 billion Japanese yen.
This interest rate swap is not accounted for asdméd, accordingly changes in the fair value ofstivap are recorded to net income each p
as a component of other expense, net. As of Mag®14, the recorded fair value of the swap was.4 0llion gain. As of May 31, 2003, t
recorded fair value of the swap was a $1.0 millass.

The fair values of all derivatives recorded onc¢basolidated balance sheet are as follows:

May 31,
2004 2003
(In millions)

Unrealized Gains

Foreign currency exchange contracts, options anst-currency swap $ 83.1 $ 71t

Interest rate sway 7.0 25.5
Unrealized (Losses

Foreign currency exchange contracts, options amst-currency swap (144.5) (322.%)

Interest rate sway (3.9 (1.0
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Concentration of Credit Risk

The Company is exposed to credit-related loss#seirvent 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 generdillyited to the unrealized gains in such
contracts should any of these counterpartiesdgiketrform as contracted. To manage this risk, thie@any has established strict counterparty
credit guidelines which are continually monitoredlaeported to senior management according to pbestguidelines. The Company utili:

a portfolio of financial institutions either headutered or operating in the same countries the @Gomponducts its business. As a result o
above considerations, the Company considers th@fisounterparty default to be minimal.

In addition to hedging instruments, the Comparsguigject to concentrations of credit risk associatgd cash and equivalents and
accounts receivable. The Company places cash ardagents with financial institutions with investmtegrade credit ratings and, by policy,
limits the amount of credit exposure to any onarficial institution. The Company considers its coiaion risk related to accounts
receivable to be mitigated by the Company’s crpdiicy, the significance of outstanding balancegdwy each individual customer at any
point in time and the geographic dispersion of ¢hasstomers.

Note 17 — Operating Segments and Related Informatio

Operating Segments. The Company’s operating segments are evidehite structure of the Company’s internal organ@atThe
major segments are defined by geographic regiangperations participating in NIKE brand sales\attiexcluding NIKE Golf and Bauer
NIKE Hockey. Each NIKE brand geographic segmentaigs predominantly in one industry: the desigodpction, marketing and selling
sports and fitness footwear, apparel, and equipridt “Other” category shown below represents #t/of Cole Haan Holdings
Incorporated, Bauer NIKE Hockey, Inc., Hurley Imtational LLC, NIKE Golf, and beginning Septembef803, Converse Inc., which are
considered immaterial for individual disclosure.

Where applicable, “Corporate” represents items s&ay to reconcile to the consolidated financialeshents, which generally include
corporate activity and corporate eliminations. Efifee June 1, 2003 the assets, liabilities, andatpey expenses of NIKE IHM, Inc. which
primarily manufactures NIKE Air components, havemeeclassified to the Corporate category fromQltteer, reflecting current managem
of these operations. NIKE IHM, Inc. information filve applicable prior year periods have been reifled to conform to the current year
presentation.

Net revenues as shown below represent sales tmekteistomers for each segment. Intercompany t®gehave been eliminated and
are immaterial for separate disclosure. The Comgamjuates performance of individual operating segisbased on pre-tax income. On a
consolidated basis, this amount represents incafardincome taxes and cumulative effect of acdogrthange as shown in the
Consolidated Statements of Income. Reconcilingstéon pre-tax income represent corporate costsattganot allocated to the operating
segments for management reporting including cedairency exchange rate gains and losses on ttzorsscamortization of indefinite-lived
intangible assets and goodwill (for the year endeg 31, 2002 only), and intercompany eliminatiooasdpecific income statement items in
the Consolidated Statements of Income.

Additions to longlived assets as presented following representaapipenditures and additions to identifiable igihtes and goodwil
During the year ended May 31, 2004 the Companyhased identifiable intangible assets and goodefifitmg to the acquisition of Converse
which have been allocated to the Other categoryhané been excluded from the additions to longdliassets presented below (see Note 15
for further information). Generally, other addit®to identifiable intangible assets are considemrgorate costs and are not attributable tc
specific operating segment. See Note 4 for furtherussion on identifiable intangible assets armbgall. Additions to other londived asset
are not significant and are comprised of additimnsiiscellaneous corporate assets not attributatdey specific operating segment.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Accounts receivable, inventory and property, pkamd equipment for operating segments are regulevigwed by management and are
therefore provided below. Certain NIKE Golf recdiles, inventories and property, plant, and equigraesm managed by the regions and as a
result, are included in the region’s balances.

Year Ended May 31,

2004 2003 2002
(In millions)
Net Revenut
United State: $ 4,793.° $ 4,658.¢ $4,669.¢
Europe, Middle East, and Afric 3,834.: 3,241. 2,696.!
Asia Pacific 1,613.¢ 1,349.: 1,134.¢
Americas 624.¢ 527.( 568.1
Other 1,386.¢ 920.7 823.¢
$12,253.: $10,697.( $9,893.(
Pre-tax Income
United State: $ 1,015.: $ 963. $ 956.(
Europe, Middle East, and Afric 750.7 532.( 422.¢
Asia Pacific 354.¢ 292.¢ 216.2
Americas 101.¢ 96.t 92.1
Other 75.% 5.2 43.7
Corporate (847.9 (766.5) (713.7)
$ 1,450.( $ 1,123.( $1,017.:
Additions to Lonlived Assets
United State: $ 29.¢ $ 271 $ 304
Europe, Middle East, and Afric 28.¢ 29.2 27.2
Asia Pacific 19.¢ 26.2 21.¢
Americas 5.8 3.5 4.8
Other 25.2 17.t 74.1
Corporate 104.2 82.4 120.1
$ 213« $ 185.¢ $ 279.(
Depreciatior
United State: $ 49.C $ 49.¢ $ 50.t
Europe, Middle East, and Afric 43.€ 38.¢ 35.2
Asia Pacific 38.t 38.t 38.4
Americas 3.¢ 4.5 5.3
Other 22.2 16.1 13.1
Corporate 94.¢ 91.4 81.C
$ 252.1 $ 239: $ 223t
Accounts Receivable, n
United State: $ 616.¢ $ 615t $ 654.
Europe, Middle East, and Afric 724.1 785.¢ 571.1
Asia Pacific 272.¢ 230.¢ 186.(
Americas 142.1 128.¢ 122.%
Other 337.( 282.( 240.¢
Corporate 27.t 41.4 29.t
$ 2,120.: $ 2,083.¢ $1,804.:
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Year Ended May 31,

2004 2003 2002
(In millions)
Inventory, ne

United State: $ 570.¢ $ 640.€ $ 613«
Europe, Middle East, and Afric 477.¢ 383.2 336.5
Asia Pacific 163.¢ 143.t 148.(
Americas 82.¢ 84.2 62.¢
Other 311.7 239.¢ 193.(
Corporate 26.€ 23.¢ 20.C
$1,633.¢ $1,514.¢ $1,373.¢

Property, Plant and Equipment, |
United State: $ 193.( $ 215.% $ 241.¢
Europe, Middle East, and Afric 232.( 241.¢ 212.2
Asia Pacific 379.7 386.: 378.¢
Americas 12.7 11.C 12.4
Other 94.: 82.1 77.C
Corporate 675.2 684.% 692.¢
$1,586.¢ $1,620.¢ $1,614.!

Revenues by Major Product Lines.Revenues to external customers for NIKE branodlypcts are attributable to sales of footwear,
apparel, and equipment. Other revenues to exteusabmers primarily include external sales by Gtdan Holdings Incorporated, Bauer
NIKE Hockey Inc., Hurley International LLC, NIKE Gpand beginning September 4, 2003, Converse

Year Ended May 31,

2004 2003 2002

(In millions)
Footweal $ 6,569.¢ $ 5,983. $5,676.¢
Apparel 3,545.¢ 3,130.( 2,801.¢
Equipment 751.C 662.¢ 591.2
Other 1,386.¢ 920.7 823.¢
$12,253.: $10,697.( $9,893.(

Revenues and Long-Lived Assets by Geographic Aré&seographical area information is similar tottslzown previously under
operating segments with the exception of the Calsévity, which has been allocated to the geogregihdreas based on the location where the
sales originated. Revenues derived in the U.S. $&r#81.0 million, $5,263.8 million, and $5,246.8lion, for the years ended May 31,

2004, 2003, and 2002, respectively. Our largesteoinations of long-lived assets are in the U.8. Japan. Long-lived assets attributable to
operations in the U.S., which are primarily comgdi®f net property, plant & equipment and net idiafie intangible assets and goodwiill,
were $1,495.4 million, $1,223.6 million, and $1,Z1tillion at May 31, 2004, 2003, and 2002, respety. Long-lived assets attributable to
operations in Japan were $334.7 million, $336.4ioni) and $321.6 million at May 31, 2004, 2003, 2002, respectively.

Major Customers. During the years ended May 31, 2004 and 208Xdmpany did not have a significant customer dlsabunted for
more than 10% of consolidated revenues. Duringy#ae ended May 31, 2002, revenues derived from Eodker, Inc. represented 11% of
the Company’s consolidated revenues. Sales tatisiomer are included in all segments of the Compan
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Iltem 9. Changes In and Disagreements with Accountants orcAanting and Financial Disclosure

There has been no change of accountants nor aagrdesments with accountants on any matter of at¢icguprinciples or practices or
financial statement disclosure required to be regoounder this ltem.

Item 9A. Controls and Procedures

The Company maintains disclosure controls and phaes that are designed to ensure that informagiguired to be disclosed in the
Company’s Exchange Act reports is recorded, preckssimmarized and reported within the time pergpéified in the Securities and
Exchange Commission’s rules and forms and that siohmation is accumulated and communicated tacGbmpany’s management,
including its Chief Executive Officer and Chief Bincial Officer, as appropriate, to allow for timelgcisions regarding required disclosure
designing and evaluating the disclosure controts@ncedures, management recognizes that any toatrd procedures, no matter how well
designed and operated, can provide only reasomaablgance of achieving the desired control objestiand management is required to apply
its judgment in evaluating the cost-benefit relasioip of possible controls and procedures.

The Company carries out a variety of on-going pdoces, under the supervision and with the partimpaof the Company’s
management, including the Company’s Chief Execudi¥ficer and Chief Financial Officer, to evaluake teffectiveness of the design and
operation of the Company’s disclosure controls rmdtedures. Based on the foregoing, the Compantyiaf Executive Officer and Chief
Financial Officer concluded that the Company’s ldisare controls and procedures were effectiveatéhsonable assurance level as of May
31, 2004.

There has been no change in the Company’s inteamdfols over financial reporting during the Comyammost recent fiscal quarter
that has materially affected, or is reasonabléylike materially affect, the Company’s internal tafs over financial reporting.
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PART IlI

Item 10. Directors and Executive Officers of the Registrant

The information required by Item 401 of RegulatfiK regarding directors is included under “ElectafrDirectors” in the definitive
Proxy Statement for our 2004 Annual Meeting of 8hatders and is incorporated herein by referenke.ififormation required by Item 401
of Regulation S-K regarding executive officersnisluded under “Executive Officers of the Registtamtitem 1 of this Report. The
information required by Item 405 of Regulation Sskncluded under “Section 16(a) Beneficial OwngrdReporting Compliance” in the
definitive Proxy Statement for our 2004 Annual Megtof Shareholders and is incorporated hereirelfgrence. The information required by
Item 406 of Regulation S-K is included under “Caddusiness Conduct and Ethics” in the definitiveXy Statement for our 2004 Annual
Meeting of Shareholders and is incorporated hdrgireference.

ltem 11. Executive Compensation

The information required by this Item is includettier “Director Compensation and Retirement PlagxXecutive Compensation” (but
excluding the Performance Graph), “Compensation @ittee Interlocks and Insider Participation” andvfiloyment Contracts and
Termination of Employment and Change-in-Controlafagements” in the definitive Proxy Statement far 2004 Annual Meeting of
Shareholders and is incorporated herein by referenc
Item 12. Security Ownership of Certain Beneficial Owners aianagement

The information required by this Item is includeater “Stock Holdings of Certain Owners and Managaiha&nd under “Equity
Compensation Plans” in the definitive Proxy Statetier our 2004 Annual Meeting of Shareholders Bsnidcorporated herein by reference.
Item 13. Certain Relationships and Related Transactions

The information required by this Item is includettier “Certain Transactions and Business Relatigsslin the definitive Proxy
Statement for our 2004 Annual Meeting of Sharehsl@ad is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

The information required by this Item is includerter “Ratification Of Independent Registered PuBlicounting Firm” in the

definitive Proxy Statement for our 2004 Annual Megtof Shareholders and is incorporated hereireligrence.
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Iltem 15.
(A) The following documents are filed as part abtreport:

3.1

3.2
4.1
4.2
4.3

4.4

4.€

10.1

PART IV

Exhibits, Financial Statement Schedule, and Repoais Form 8-K

Form 10K

Page No.
FINANCIAL STATEMENTS:
Report of Independent Registered Public AccourfEing 34
Consolidated Statements of Income for each ofttheetyears ended
May 31, 2004 35
Consolidated Balance Sheets at May 31, 2004 and 36
Consolidated Statements of Cash Flows for eacheoftiree years ended
May 31, 2004 37
Consolidated Statements of Sharehol' Equity for each of the three years ended May 304. 38
Notes to Consolidated Financial Stateme 39
FINANCIAL STATEMENT SCHEDULE:
Il — Valuation and Qualifying Accoun F-1

All other schedules are omitted because they arapplicable or the required information is shownrhe financial statements or notes
thereto.

EXHIBITS:

Restated Articles of Incorporation, as amendedfiparated by reference from Exhibit 3.1 to the Camyss Quarterly Report ¢
Form 1(-Q for the fiscal quarter ended August 31, 19

Third Restated Bylaws, as amend
Restated Articles of Incorporation, as amended Esdgbit 3.1).
Third Restated Bylaws, as amended (see Exhibit

Indenture dated as of December 13, 1996 betwee@dhgany and Bank One Trust Company, National Aatoa (successor
in interest to The First National Bank of Chicagag,Trustee (incorporated by reference from ExHilfil to Amendment No. 1
to Registration Statement No. -15953 filed by the Company on November 26, 19

Form of Officers’ Certificate relating to the Conmgés 5.5% Notes and form of 5.5% Note (incorporatgdeference to Exhibits
4.2 and 4.3 of the Compg’'s Form K dated August 17, 2001

Form of Officers’ Certificate relating to the Conmy&s Fixed Rate Medium-Term Notes and the CompaRidating Rate
Medium-Term Notes, form of Fixed Rate Note and farihrloating Rate Note (incorporated by referemc&xhibits 4.2, 4.3 and
4.4 of the Compar’'s Form K dated May 29, 2002

Credit Agreement dated as of November 20, 2003 griKE, Inc., Bank of America, N.A., individuallyna as Agent, and the
other banks party thereto (incorporated by refexdmam Exhibit 4.3 to the Company’s Quarterly Repor Form 10-Q for the
fiscal quarter ended November 30, 20(

Form of non-employee director Stock Option Agreenfarcorporated by reference from Exhibit 10.2le Company’s
Quarterly Report on Form -Q for the fiscal quarter ended November 30, 20C
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10.2

10.c
10.4

10.€
10.7

10.€

10.1¢

10.11

10.12

12.1
21
23

31
32

Form of Indemnity Agreement entered into betweenGlmpany and each of its officers and directorsofiporated by
reference from the Company’s definitive proxy stagat filed in connection with its annual meetingsh&reholders held on
September 21, 1987

NIKE, Inc. 1990 Stock Incentive Plar

NIKE, Inc. Executive Performance Sharing Plan (ipooated by reference from the Comp’s definitive proxy statement file
in connection with its annual meeting of sharehadeld on September 18, 200

NIKE, Inc. Lonc-Term Incentive Plan (incorporated by referencenftbe Company’s definitive proxy statement filed in
connection with its annual meeting of shareholthetd on September 18, 2002

NIKE, Inc. Deferred Compensation Plan Amended aast&ted effective June 1, 200

NIKE, Inc. Foreign Subsidiary Employee Stock PusghRlan (incorporated by reference to Exhibit 16.the Compar’s
Quarterly Report on Form -Q for the fiscal quarter ended February 28, 20C

Covenant Not To Compete And Non-Disclosure Agredrbetween NIKE, Inc. and Mark G. Parker dated Oetdh 1994
(incorporated by reference from Exhibit 10.9 to @@mpany’s Quarterly Report on Form 10-Q for tlsedi quarter ended
August 31, 2001).

Employment Agreement, and Covenant Not To Compeig Mon-Disclosure Agreement between NIKE, Inc. ktiddy F.
Grossman dated September 6, 2000 (incorporatedfégence to Exhibit 10.12 to the Company’s Annugp®&t on Form 10-K
for the fiscal year ended May 31, 200z

Amendment to Employment Agreement between NIKE, &md Mindy F. Grossman dated March 17, 2003 (jpaated by
reference to Exhibit 10.14 to the Comp’s Annual Report on Form -K for the fiscal year ended May 31, 2003

Covenant Not to Compete and Non-Disclosure Agre¢inetwveen NIKE, Inc. and Charles D. Denson datedchla6, 2001
(incorporated by reference to Exhibit 10.16 to@wmnpany’s Annual Report on Form 10-K for the fispahr ended May 31,
2003).*

Amendment to Covenant Not to Compete and Non-Dsset® Agreement between NIKE, Inc. and Charles hsbe dated
March 4, 2003 (incorporated by reference to ExHibitl7 to the Company’s Annual Report on Form 1fdikthe fiscal year
ended May 31, 2003).

Computation of Ratio of Earnings to Fixed Char
Subsidiaries of the Registra

Consent of PricewaterhouseCoopers LLP, IndeperiRegistered Public Accounting Firm (set forth on@&g2 of this Annual
Report on Form 1-K).

Rule 13i-14(a) Certifications
Section 1350 Certification

* Management contract or compensatory plan or arraage
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The exhibits filed herewith do not include certaiatruments with respect to long-term debt of NI&f its subsidiaries, inasmuch as
the total amount of debt authorized under any susthument does not exceed 10% of the total asd®$KE and its subsidiaries on a
consolidated basis. NIKE agrees, pursuant to Itet{t§(4)(iii) of Regulation S-K, that it will fursh a copy of any such instrument to the
SEC upon request.

Upon written request to Investor Relations, NIKi&G.| One Bowerman Drive, Beaverton, Oregon 970@36MIKE will furnish
shareholders with a copy of any Exhibit upon payneéi$.10 per page, which represents our reasoredplenses in furnishing Exhibits.

(B) Reports on Form 8-K:

The following reports on Form 8-K were furnishedidg the fiscal quarter ending May 31, 2004:

March 18, 2004: Item 7. Financial Statements anfittite. Item 12. Results of Operations and Findr@€@ndition. Third Quarter
Earnings Release.

March 19, 2004: Item 7. Financial Statements antiliits. Item 12. Results of Operations and Findri€é@ndition. Transcript of
Earnings Conference Call.
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Description

For the year ended May 31, 2002:

Allowance for doubtful accoun
For the year ended May 31, 200z
Allowance for doubtful accoun

For the year ended May 31, 2004:

Allowance for doubtful accoun

SCHEDULE I
VALUATION AND QUALIFYING ACCOUNTS
Balance a Charged tc Charged tc Write -Offs Balance a
Beginning Costs and Other Net of End of
of Period Expenses Accounts Recoverie! Period
(In millions)
$ 721 $ 237 $ 42 $ (19. $ 804
$ 80. $ 25.¢ $ 12 $ (255 $ 81.¢
$ 81¢ $ 36. $ 0.1 $ (231 $ 95:
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee documents listed below of our report dakade 24, 2004, relating to the
financial statements and financial statement sdeeafuNIKE, Inc., which appears in this Form 10-K:

1. Registration Statement on Forr-8 (No. 2-81419) of NIKE, Inc.:

2. Registration Statement on Forr-3 (No. 3:-43205) of NIKE, Inc..
3. Registration Statement on Forr-3 (No. 3:-48977) of NIKE, Inc..
4. Registration Statement on Forr-3 (No. 3:-41842) of NIKE, Inc..
5. Registration Statement on Forr-8 (No. 3:-63995) of NIKE, Inc..
6. Registration Statement on Forr-3 (No. 33:-15953) of NIKE, Inc..
7. Registration Statement on Forr-8 (No. 33:-63581) of NIKE, Inc..
8. Registration Statement on Forr-8 (No. 33:-63583) of NIKE, Inc..
9. Registration Statement on Forr-3 (No. 33:-71975) of NIKE, Inc..
10. Registration Statement on Forr-8 (No. 33:-68864) of NIKE, Inc..
11. Registration Statement on Forr-8 (No. 33:-68886) of NIKE, Inc..
12. Registration Statement on Forr-8 (No. 33:-71660) of NIKE, Inc..
13. Registration Statement on Forr-3 (No. 33:-71324) of NIKE, Inc..
14. Registration Statement on Forr-8 (No. 33:-104822) of NIKE, Inc.
15. Registration Statement on Forr-8 (No. 33:-104824) of NIKE, Inc.; an

16. Registration Statement on Forr-8 (No. 33:-117059) of NIKE, Inc
/sl PRICEWATERHOUSEC OOPERSLLP

Portland, Oregon
July 30, 2004
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

NIKE, I NC.

By: s/ PHILIP H. K NIGHT

Philip H. Knight
Chairman of the Board,
Chief Executive Officer and Preside

Date: July 30, 2004

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date

Principal Executive Officer and Director:

/sl PHILIP H. K NIGHT Chairman of the Board, Chief Executive Offic July 30, 2004
and President

Philip H. Knight

Principal Financial and Accounting Officer:

/s/  DoNALD W. B LAIR Chief Financial Officer July 30, 2004
Donald W. Blair
Directors:
/sl  THoMASE. CLARKE Director July 30, 2004
Thomas E. Clark
/sl JLL K. C oNwAY Director July 30, 2004
Jill K. Conway
/sl RALPH D. D ENUNZIO Director July 30, 2004
Ralph D. DeNunzic
/sl RicHARD K. D ONAHUE Director July 30, 2004
Richard K. Donahu
/sl ALAN B. GRAF, JR. Director July 30, 2004

Alan B. Graf, Jr

/sl DELBERTJ. HAYES Director July 30, 2004

Delbert J. Haye
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Signature

/s/ DoucLAsG. Houser

Douglas G. House

/sl JEANNE P. JACKSON

Jeanne P. Jacks:

/s/ JoHNE. JAQuA

John E. Jaqu

/s/  CHARLESW. R OBINSON

Charles W. Robinso

/s/  JoHNR. THOMPSON, JR.

John R. Thompson, <

Title

Director

Director

Director

Director

Director

Date

July 30, 2004

July 30, 2004

July 30, 2004

July 30, 2004

July 30, 2004
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NIKE, Inc.

Third Restated Bylaws

(Adopted September 17, 1995;
Amended November 21, 200
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NIKE, Inc.
Third Restated Bylaws
ARTICLE 1 - Offices

Section 1. Principal OfficeThe registered office and principal executivaaef§ of NIKE, Inc., an Oregon corporation (the
“Corporation”), shall be located in Beaverton, Gregor such other location as the Board of Dirextoay determine.

Section 2. Additional OfficesThe Corporation may also have offices at suckrgthaces, either within or without Oregon, asBloard
of Directors may from time to time determine ottlas business of the Corporation may require.

ARTICLE 2 - Shareholders

Section 1. Place of Meeting#/eetings of the shareholders of the Corporattail oe held at Beaverton, Oregon, or any othereggla
either within or without Oregon, selected by theaBbof Directors, or in the absence of a selediipthe Board of Directors, by the Chairrr
of the Board.

Section 2. Annual MeetingsThe annual meeting of the shareholders shalklg dn the third Monday in September of each yeaot &
legal holiday, and if a legal holiday then on tlexinsucceeding business day, at such time as mdgdignated by the Board of Directors and
specified in the notice of the meeting. The BodrDicectors shall have the discretion to desigrathfferent annual meeting date for any
year, provided that the date so designated is mvBhidays of the date specified in the precedingesee. At the annual meeting, !
shareholders shall elect by vote a Board of Dimsgtoonsider reports of the affairs of the Corgoratand transact such other business as may
properly be brought before the meeting.

Section 3. Special Meetingg he Corporation shall hold a special meetinghafrsholders upon the call of the Chairman of tharBr
the Board of Directors, or if the holders of atdied0 percent of all votes entitled to be castmniasue proposed to be considered at the
special meeting sign, date and deliver to the $agref the Corporation one or more written demdiodshe meeting describing the purpose
or purposes for which it is to be held. Special timgs of the shareholders may not be called byathgr person or persons.

Section 4. Notice of Meetings and Waiver

(a) General The Corporation shall notify shareholders in ingtof the date, time and place of each annualspedial shareholders
meeting not earlier than 60 days nor less thamlées before the meeting date. Except as otherwtpgired by applicable law, the Corporal
is required to give notice only to shareholderstlextto vote at the meeting. Such notice is effectvhen mailed if it is mailed postage
prepaid and is correctly addressed to the

NIKE, Inc. Third Restated Bylaw- Page .



shareholder’s address shown in the Corporatiomsntirecord of shareholders. Except as otherveigaired by applicable law, notice of an
annual meeting need not include a description®fptlrpose or purposes for which the meeting i@daMotice of a special meeting shall
include a description of the purpose or purposesvfoch the meeting is called.

(b) Adjourned MeetingsIf an annual or special shareholders meetingljisuained to a different date, time or place, notieed not be
given of the new date, time or place if the newedtine or place is announced at the meeting befdj@irnment. If a new record date for the
adjourned meeting is fixed, or is required by lavbé fixed, notice of the adjourned meeting shalylven to persons who are shareholders as
of the new record date. A determination of sharéérd entitled to notice of or to vote at a sharééid meeting is effective for any
adjournment of the meeting unless the Board ofddars fixes a new record date, which it must dibéf meeting is adjourned to a date more
than 120 days after the date fixed for the originakting.

(c) Waiver of Notice A shareholder’s attendance at a meeting waivgsctbn to (i) lack of notice or defective noticktbe meeting,
unless the shareholder at the beginning of theingeebjects to holding the meeting or transactingibess at the meeting, and (ii)
consideration of a particular matter at the meettirag is not within the purpose or purposes desdrib the meeting notice, unless the
shareholder objects to considering the matter vitisrpresented.

Section 5. QuorumShares entitled to vote as a separate votingpgmay take action on a matter at a meeting ordygéiorum of those
shares exists with respect to that matter. Unléssreise required by law, a majority of the votesited to be cast on the matter by the vo
group constitutes a quorum of that voting groupeftion on that matter. Once a share is represdotethy purpose at a meeting, it is deel
present for quorum purposes for the remainderehiketing and for any adjournment of that meetimgsas a new record date is or must be
set for that adjourned meeting. In the absenceguioaum, a majority of those present in persorepresented by proxy may adjourn the
meeting from time to time until a quorum exists. yArusiness that might have been transacted arifiea meeting may be transacted at the
adjourned meeting if a quorum exists.

Section 6. Voting RightsThe voting rights of holders of stock of the Ganation, and the circumstances under which anysaéstock
has special voting rights and the manner of exelttisreof, are as set forth in the Restated Adiofdncorporation, as amended (the
“Restated Articles”). Only shares of stock are tadito vote. Except as otherwise provided in tlestRted Articles or by applicable law: (i)
each outstanding share, regardless of class,itkedrib one vote on each matter voted on at ae$ledders meeting; (ii) if a quorum exists,
action on a matter, other than the election ofadines, by a voting group shall be approved if tbges cast within the voting group favoring
the action exceed the votes cast within the vagimyp opposing the action; and (iii) directors kbalelected by a plurality of the votes cast
by holders of the shares entitled to vote in tleet@dn at a meeting at which a quorum is present.

Section 7. Voting of Shares by Certain Holdelfsthe name signed on a vote, consent, waiveroxy corresponds to the name of a
shareholder, the Corporation, if acting in good
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faith, is entitled to accept the vote, consentyvemor proxy and give it effect as the act of thargholder. If the name signed on a vote,
consent, waiver or proxy does not correspond ton#imee of its shareholder, the Corporation, if @ctingood faith, is nevertheless entitled to
accept the vote, consent, waiver or proxy and gigéect as the act of the shareholder if auttertiby ORS 60.237 or any successor prov
dealing with acceptance of votes.

Shares of the Corporation are not entitled to ked/d (i) they are owned, directly or indirectlyy another domestic or foreign
corporation, and (ii) the Corporation owns, diredt indirectly, a majority of the shares entittecbe voted for the directors of such other
corporation. This paragraph does not limit the powfea corporation to vote any shares, includisgivn shares, held by it in a fiduciary
capacity.

Any redeemable shares that the Corporation mag iaeeinot entitled to be voted after notice of negigon is mailed to the holders and
a sum sufficient to redeem the shares has beersiliegpovith a bank, trust company or other finantiatitution under an irrevocable
obligation to pay the holders the redemption paoesurrender of the shares.

Section 8. ProxiesA shareholder entitled to vote or to execute waijver or consent may do so either in person onbitien proxy duly
executed and filed at or before the meeting at whics to be used with the Secretary at the Cation or other officer or agent of the
Corporation authorized to tabulate votes. An apipaémt of a proxy is effective when received by Seeretary or other officer or agent of the
Corporation authorized to tabulate votes. An apoémt is valid for 11 months unless a longer persoelxpressly provided in the
appointment form. An appointment of a proxy is reatdle by the shareholder unless the appointmemt émnspicuously states that it is
irrevocable and the appointment is coupled witlinéerest.

Section 9. Shareholder Listé\fter fixing a record date for a meeting, the @mation shall prepare an alphabetical list ofrtames of
all of its shareholders who are entitled to noti€ghe meeting. The list shall be arranged by \ptnoup, and within each voting group, by
class or series of shares and show the addressldha number of shares held by each shareholtersfiareholder list shall be available for
inspection by any shareholder, beginning two bissimlays after notice of the meeting for which teiewas prepared is given and continuing
through the meeting. Such list shall be kept andil the Corporation’s principal office or at agaadentified in the meeting notice in the city
where the meeting will be held. A shareholderhershareholder’s agent or attorney, shall be edtith written demand to inspect and,
subject to the requirements of law, to copy thiediging regular business hours and at the shadehislexpense during the period it is
available for inspection. The Corporation shall m#ke shareholder list available at the meetind,aary shareholder, or the shareholder’s
agent or attorney, is entitled to inspect thedisiny time during the meeting or any adjournme&hé original stock transfer book shall be
prima facie evidence as to who are the sharehotdditted to inspect such list or to vote at anyetirgy of shareholders. Refusal or failure to
prepare or make available the shareholder list doeaffect the validity of action taken at the tireg
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Section 10. Business of Shareholder Meetings

(a) The Chairman of the Board, or such other offafehe Corporation designated by the Board o&Btors, shall call meetings of the
shareholders to order and shall act as presidificeothereof. Unless otherwise determined by tbar# of Directors prior to the meeting, the
presiding officer, or any person he or she des@gmahall also have the authority in his or hee siidcretion to regulate the conduct of any
such meeting, including, without limitation: theasishment of rules for determining if businesfi®e brought before such meeting; the
establishment of procedures for the maintenancedsr and safety; setting limitations on the tirletied to questions or comments on the
affairs of the Corporation; imposing restrictionsantry to such meeting of shareholders afterithe prescribed for the commencement
thereof; determining the opening and closing ofubing polls; imposing restrictions on the perséother than shareholders or their proxies)
who may attend such meeting; ascertaining whetimgshareholder or his or her proxy may be exclidaet such meeting based upon any
determination by the presiding officer, in his erldiscretion, that any such person has disruptésilikely to disrupt the proceedings thereat;
and by determining the circumstances in which arg@n may make a statement or ask questions anseeting.

(b) Only business within the purpose or purposesrilged in the meeting notice may be conductedsaeaial shareholders meeting.

(c) At the annual meeting of the shareholders, snlsh business shall be conducted as shall havepveperly brought before the
meeting. To be properly brought before an annuatimg, business must be (i) specified in the naticeneeting (or any supplement thereto)
given by or at the direction of the Board of Dist (ii) otherwise brought before the meeting bytothe direction of the Board of Directors,
or (iii) otherwise properly brought before the miegtby a shareholder, and (iv) under law, an apate subject of shareholder action.

(d) In addition to any other applicable requirenseimcluding, without limitation, requirements it to solicitation of proxies and
proposals of security holders under the Securiieshange Act of 1934, as amended, (the “Proxy Rufes business to be properly brought
before the annual meeting by a shareholder, ineudominations of persons for election to the BadrDirectors, the shareholder must have
given timely notice thereof in writing to the Setamy of the Corporation. To be timely, a sharehofdeotice must be received by the
Secretary at the principal executive offices of @@poration, not less than 60 days prior to theting. A shareholder’s notice to the
Secretary shall set forth as to each matter theeblder proposes to bring before the annual mgefina brief description of the business
desired to be brought before the annual meetighé name and address, as they appear on th@@tign's books, of the shareholder
proposing such business; (iii) the class and nurabshares of the Corporation which are benefigialkned by the shareholder; (iv) any
material interest of the shareholder in such bissing/) a description of all arrangements or urtdadings between such shareholder and any
other person or persons in connection with the gsapof such business, (vi) a representation thet shareholder intends to appear in person
or by proxy at the annual meeting to bring suchrmss before the meeting; and (vii) with regardaminations, all information required by
the Proxy Rules.
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(e) No business shall be conducted at an annisgdeamial meeting except in accordance with the phaess set forth in this Section 10.
The presiding officer at a shareholders meeting),shthe facts warrant, determine and declaréh® meeting that business was not properly
brought before the meeting in accordance with tieipions of this Section. If the presiding officrould so determine, he or she shall so
declare to the meeting and any such business apegy brought before the meeting shall not besaated.

() The Chairman of the Board shall, in advancamf meeting of shareholders, appoint one or maeeictors of election to act at the
meeting. The inspectors of election shall decidenupe qualifications of voters, count the votesgldre the results and make a written report
thereof.

ARTICLE 3 - Directors

Section 1. PowersThe Corporation shall have a Board of Directétscorporate powers shall be exercised by or underauthority of
and the business and affairs of the Corporatiolt Beananaged under the direction of, the BoarBDioéctors.

Section 2. Number and Qualification¥he number of directors shall be determined lspltgion of the Board of Directors, and shall
be less than five. Any decrease in the numberretthrs designated by the Board of Directors giatlishorten an incumbent director’s term.
Directors need not be residents of Oregon or sloétets of the Corporation.

Section 3. Election and Tenurd&he directors shall be elected at the annualingpef the shareholders, by separate vote of thg<CA
and Class B Common Stock in the manner requirettidyRestated Articles. Their term of office shalgm immediately after election. The
terms of all directors, including a director elette fill a vacancy, expire at the next annual shaftders meeting following their election.
Despite the expiration of a director’s term, theedior shall continue to serve until his or hercassor is elected and qualifies or until there is
a decrease in the number of directors.

Section 4. VacanciesA vacancy in the Board of Directors shall exigbn the death, resignation or removal of any dineet upon an
increase in the number of directors. If a vacammues on the Board of Directors as a result ofldeasignation or removal from office of a
director who is elected by a separate class votkeofommon stock, it shall be filled by the affative vote of a majority of the remaining
directors similarly elected by such class. If nghall be remaining, the vacancy shall be filledabydirectors then in office. If the directors
remaining in office constitute fewer than a quorointhe Board, they may fill the vacancy by an affative vote of a majority of all of the
directors remaining in office. If a vacancy occarsthe Board of Directors as a result of an ina@eéathe number of directors, the Board of
Directors may fill such vacancy, provided they nmay elect more than three additional directorsniy period between annual shareholders
meetings to fill such vacancies.

Section 5. ResignationA director may resign at any time by deliveringtten notice to the Chairman of the Board of Dices, the
Board of Directors or the Corporation.
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Section 6. RemovalThe shareholders may remove one or more direatitinsor without cause. If a director is electedabyoting group
of shareholders, only the shareholders of thahgodiroup may participate in the vote to removedinector. A director may be removed by
the shareholders only at a meeting called for thrpgse of removing the director and the meetingcaahust state that the purpose, or one of
the purposes, of the meeting is removal of thecttire

Section 7. MeetingsNotice and Waiver
(a) The Board of Directors may hold regular or $@lemeetings in or out of Oregon.

(b) Regular meetings of the Board of Directors rhayheld without notice of the date, time, placpunpose of the meeting. The Board
of Directors may fix, by resolution, the time arldge for the holding of regular meetings.

(c) Special meetings of the Board of Directorsdoy purpose or purposes may be called at any tymieebChairman of the Board, or a
majority of directors. Notice of special meetingshe Board of Directors shall be preceded by asi&8 hours’ notice of the date, time, place
and general purpose of the meeting. The notice Baajiven orally, either in person or by telephooreshall be delivered in writing, either
personally, by mail or by facsimile or by telegram.

(d) Notice of the time and place of holding anyoadped meeting need not be given if such time dackpare fixed at the meeting
adjourned.

(e) The transaction of all business at any meaeifrtge Board of Directors, or any committee theréafvever called or noticed, or
wherever held, shall be as valid as though hadhaeting duly held after regular call and noti€e gquorum be present, and if, either before
or after the meeting, each of the directors nosgméshall sign a written waiver of notice, or camso holding such meeting, or an approval
of the minutes thereof. All such waivers, consemtapprovals shall be filed with the corporate rdsmr made a part of the minutes of the
meeting. A director’s attendance at or participaiioa meeting waives any required notice to tmeator of the meeting unless the director at
the beginning of the meeting, or promptly upondhrector’s arrival, objects to holding the meetortransacting business at the meeting and
does not thereafter vote for or assent to actibertat the meeting.

Section 8. Quorum and Vote

(a) A majority of the directors in office shall ciitute a quorum for the transaction of businesméajority of the directors present, in
absence of a quorum, may adjourn from time to timemay not transact any business. If a quorunnésgnt when a vote is taken, the
affirmative vote of a majority of directors pres&nthe act of the Board of Directors, unless &dént vote is required by law.
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(b) A director who is present at a meeting of tleausl of Directors, or is present at a meeting cdrmmittee of the Board of Directors,
when corporate action is taken, is deemed to hseserded to the action taken unless (i) the diregif@cts at the beginning of the meeting, or
promptly upon the director’s arrival, to holdingetmeeting or transacting business at the meeiihth€ director’s dissent or abstention from
the action taken is entered in the minutes of theting, or (iii) the director delivers written nui of dissent or abstention to the presiding
officer of the meeting before its adjournment ottte Corporation immediately after adjournmenthef meeting. The right of dissent or
abstention is not available to a director who vatefavor of the action taken.

Section 9. Compensatiomirectors shall be entitled to such compensdtortheir services as may be approved by the Boérd
Directors, including, without limitation, an anndek, a fixed sum for attending each Board and citieenmeeting, and their expenses of
attendance at each meeting of the Board or a carenitlo such payment shall preclude any directonfserving the Corporation in any
other capacity as an officer, agent, employee, dtars or otherwise and receiving compensatiorttat service.

ARTICLE 4 - Committees

Section 1. Committees of the Board of Directoffie Board of Directors shall designate an Exeeuiommittee, a Nominating and
Corporate Governance Committee, an Audit Commitggpmpensation Committee, a Finance Committeeadborporate Responsibility
Committee, each of which shall have powers andaaityhof the Board of Directors to the extent piae for in charters for each committee
adopted by the Board of Directors. The Board oeBliors may designate one or more additional coreestof the Board with such powers as
shall be specified in charters adopted by the Bdaagh committee shall consist of two or such gmreatimber of directors as shall be
determined from time to time by resolution of theaBd of Directors.

Section 2. Actions of the CommitteeBach committee shall keep regular minutes ahiggtings. All action taken by a committee shall
be reported to the Board of Directors at its megtiaxt succeeding such action and shall be sutgjegiproval and revision by the Board,
provided that no legal rights of third parties $hel affected by such revisions.

Section 3. Proceduredhe provisions of Article 3 of these Bylaws gavieg meetings, notice and waiver of notice, andrqooand
voting requirements of the Board of Directors shally to committees and their members as well.

Section 4. Appointment of Committee Membefthe members of each committee shall be appobyetie Board of Directors by
resolution and shall serve until the first meetifighe Board of Directors after the annual meetihghareholders and until their successor:
elected and qualified or until the members’ eanésignation or removal. The Board of Directorslisti@signate the Chair of each committee
other than the Executive Committee. The Chairmah@Board shall serve as Chair of the Executiven@dtee. The Board may also
designate the Vice Chair of any committee, as gpjate. Vacancies may be filled by the Board ofebiors at any meeting.
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With the approval of the Board of Directors, thea@man of the Board may designate one or more tire¢o serve as an alternate
member or members at any committee meeting toge@ay absent or disqualified member. The Chairofidine Board may designate a
committee member as acting Chair of that committethe absence of the elected committee Chairica Chair.

ARTICLE 5 - Officers

Section 1. Designation; Appointment

(a) The officers of the Corporation shall be a @han of the Board and Chief Executive Officer, aditent and Chief Operating
Officer, one or more Vice Presidents, a Treasa&ecretary and such other officers and assisthcers as the Board of Directors or the
Chairman of the Board shall from time to time apponone of whom need be members of the Board i&diirs. The officers shall hold
office at the pleasure of the Board of Directoragpointed by the Board, or the Chairman of ther8daappointed by the Chairman. Subject
to the terms of any contract of employment betwihenCorporation and such officer, any officer apped by the Board of Directors or the
Chairman of the Board may be removed at any timhéyBoard of Directors or the Chairman, respebtive

The same individual may simultaneously hold moemntbne office in the Corporation. A vacancy in affice because of death,
resignation, removal or any other cause shalllalfin the manner prescribed in these Bylaws éguiar appointments to such office. The
salaries and other compensation of the officeth®fCorporation shall be fixed by or in the marnsesignated by the Board of Directors.

(b) Any officer may resign at any time by givingitten notice to the Board of Directors, the Chaimad the Board of Directors or the
Secretary. Unless the notice specifies a latect¥ie date, a resignation is effective at the eatlof the following: (i) when received; (ii) five
days after its deposit in the United States maikwddenced by the postmark, if mailed postagegidegnd correctly addressed; or (iii) on the
date shown on the return receipt, if sent by regést or certified mail, return receipt requested e receipt is signed by or on behalf of the
addressee. Once delivered, a notice of resignatiorevocable unless revocation is permitted lyBloard of Directors. If a resignation is
made effective at a later date and the Corporatomepts the future effective date, the Board oé&ors may fill the pending vacancy before
the effective date, if the Board of Directors paes that the successor shall not take office thiikffective date.

Section 2. Chairman of the Boar@he Chairman of the Board shall preside at aktings of the Board of Directors and shareholders
and will be the Chief Executive Officer of the Coration. Subject to the control of the Board ofdaiors, the Chairman of the Board shall
have general supervision, direction and contrahefbusiness and affairs of the
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Corporation and shall perform other duties commamtydent to such office. The Chairman of the Boaiill have authority to execute on
behalf of the Corporation all contracts, deedseamgents, stock certificates and other instrumdtis.Chairman of the Board will be the
Chair of the Executive Committee and an ex offeimember of all other standing committees, willdthe general powers and duties of
management usually vested in the Chief Executifie€@fof a corporation and will have such other posvand duties as may be prescribe
the Board of Directors or these Bylaws.

Section 3. PresidentThe President will be the Chief Operating Offioéthe Corporation, and will have such duties efigral
supervision, direction and control of the businesad affairs of the Corporation as are authorizethbyBoard of Directors and the Chairman
of the Board. In the absence of the Chairman oBib&rd, the President will perform the duties aegponsibilities of the Chairman of the
Board. The President will be ex officio a membealbthe standing committees, have the general poered duties of management usually
vested in the office of Chief Operating Officerao€orporation and will have such other powers artibdl as may be prescribed by the Board
of Directors, the Chairman of the Board or thesta®g.

Section 4. Vice President&ach Executive Vice President, Senior Vice Peggiéind Vice President shall have such powers arfdrpr
such duties as may be assigned to the officer&Btiard of Directors or by the Chairman of the Bloarthe President or these Bylaws. In
absence or disability of the Chairman of the Baard the President, the Chairman of the Board’sdwthd powers shall be performed and
exercised by a senior officer designated by ther@o&Directors or the Chairman of the Board.

Section 5. SecretaryThe Secretary shall attend all meetings of ttezediplders and of the Board of Directors, and gkabrd all acts
and proceedings thereof in the minute book of thep@ration. The Secretary shall give notice in comiity with these Bylaws of all meetin
of the shareholders, of the Board of Directors amg committee thereof requiring notice. The Secyethall perform all other duties given
him in these Bylaws and other duties commonly iaotdo such office and shall also perform suchrotlagies and have such other powers as
the Board of Directors or the Chairman of the Baaal designate from time to time. An Assistant 8&g¥ is authorized to assume and
perform the duties of the Secretary in the absefitiee Secretary, and to also perform such othéesland have such other powers as the
Board of Directors or the Chairman of the BoardIgesignate from time to time.

Section 6. TreasurefThe Treasurer shall perform all duties and aut&lent to the position of Treasurer, shall hav&aidy and be
responsible for the Corporation’s funds and seiesrishall supervise the investments of its fuads, shall deposit all money and other
valuable effects in the name and to the credihefG@orporation in such depositories as may be datid by the Board of Directors. The
Treasurer shall disburse the funds of the Corpamads may be authorized, taking proper vouchersuohn disbursements, and shall render to
the Board of Directors, whenever required, an agtofiall the transactions of the Treasurer antheffinancial condition of the Corporation.
The Treasurer shall perform such other duties ashmassigned, and shall report to the Chief FilQfficer or, in the absence of the Chief
Financial Officer, to the Chairman of the Boardthe absence of the Treasurer, an Assistant
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Treasurer is authorized to assume the duties ofthasurer, and to also perform such other dutidshave such other powers as the Board of
Directors or the Chairman of the Board shall desigrirom time to time.

Section 7. Assistant OfficersSuch other officers as the Board of Directors,@nairman of the Board or the President may dasign
including a Deputy Chairman of the Board of Dirgstand Assistant Officers, shall perform such auéird have such powers as from time to
time may be assigned to them by the Board of Darsadr the Chairman of the Board.

Section 8. Divisional OfficersThe Board of Directors or the Chairman of the ilaaay from time to time appoint persons to hold
nominal titles as officers of divisions or of otleeas of the Corporation’s business (“Division#ld@rs”). No Divisional Officer shall by
reason of such appointment become a corporatesoffichave the authority of a corporate officerclEBivisional Officer shall only perform
such duties and have such powers as may be assmtreziperson by the Board of Directors or theif@man of the Board. Any title given to
any Divisional Officer may be withdrawn, with ortldut cause at any time, by the Board of Directorthe Chairman, and any duty or
authority delegated to any such person may be vatid, with or without cause at any time, by the Bloaf Directors or the Chairman.

ARTICLE 6 - Certificates and Transfer of Shares

Section 1. Certificates for Shares

(a) Form. Certificates for shares shall be in such fornthasBoard of Directors may designate, shall statename of the Corporation
and the state law under which the Corporationgsoized, shall state the name of the person to wthershares represented by the certificate
are issued, and shall state the number and clagsoés and the designation of the series, iftheygcertificate represents. If the Corporatic
authorized to issue different classes of sharefifi@rent series within a class, the designatioaktive rights, preferences and limitations
applicable to each class, the variations in rightsferences and limitations determined for eacies@nd the authority of the Board of
Directors to determine variations for future sesball be summarized on the front or back of eagtificate, or each certificate may state
conspicuously on its front or back that the Corfiorashall furnish shareholders with this inforneation request in writing and without
charge.

(b) Signing. Each certificate for shares shall be signedgeithanually or in facsimile, by (i) the Chairmantloé Board or the President
and (ii) the Secretary or an Assistant Secretath@fCorporation. The certificates may bear th@axate seal or its facsimile. If any officer
who has signed a share certificate, either manoally facsimile, no longer holds office when theetificate is issued, the certificate shall
nevertheless be valid.

Section 2. Transfer on the Book&lpon surrender to the Corporation of a certiédar shares duly endorsed or accompanied by proper
evidence of succession, assignment or authoritsatsfer, and subject to any limitations on tranafgpearing on the certificate or in the
Corporation’s stock transfer records, the Corporashall issue a new certificate to the persortledtthereto, cancel the old certificate and
record the transaction upon its books.
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Section 3. Lost Certificatedn the event a certificate is represented toobg ktolen or destroyed, a new certificate shaisbued in
place thereof upon such proof of the loss, theftastruction and upon the giving of such bond beoindemnity as may be required by the
Corporation.

Section 4, Transfer Agents and Registrarhe Board of Directors may from time to time ajpp@ne or more transfer agents and one or
more registrars for the shares of the Corporatibo will have such powers and duties as the Boamirgfctors may specify.

Section 5. Record Datdn order that the Corporation may determine therasholders entitled to notice of or to vote at amgeting of
shareholders or any adjournment thereof, or edtttbereceive payment of any dividend or other distion or allotment of any rights, or
entitled to exercise any rights in respect of amgnge, conversion or exchange of stock or for thpgse of any other lawful action, the Bc
of Directors may fix, in advance, a record dateicltshall not be more than 70 nor less than 10 defere the date of such meeting, nor n
than 70 days prior to any other action. If no reatate is fixed by the Board of Directors, the reladate for determining shareholders entitled
to notice of or to vote at a meeting of sharehaddall be the close of business on the day nexepling the day on which notice of such
meeting is given, or, if notice is waived, at the@se of business on the day next preceding theodayhich the meeting is held. A
determination of shareholders of record entitleddtice of or to vote at a meeting of shareholdéadl apply to any adjournment of the
meeting;_provided however, that the Board of Directors may fix a new recdade for the adjourned meeting.

Section 6. Registered Shareholdefhie Corporation shall be entitled to recognizeaRkclusive right of a person registered on itsksoo
as the owner of shares to receive dividends, andt®as such owner, and shall not be bound ta@réze any equitable or other claim to or
interest in such share or shares on the part obdmer person whether or not it shall have expoesgher notice thereof, except as otherwise
provided by law.

ARTICLE 7 - General Provisions

Section 1. RecordsThe Corporation shall maintain all records reediby law. All such records shall be kept at iiagipal office,
registered office or at any other place designbtethe Chairman of the Board of the Corporatiora®ptherwise provided by applicable law.
The records of the Corporation allowed to be insgmbby shareholders shall be open to inspectiaméghareholders or the shareholders’
agents or attorneys in the manner and to the extenired by applicable law.

Section 2. SealThe corporate seal, if any, shall be circulaioim and shall have inscribed thereon the namaeforporation and the
state of incorporation.
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Section 3. Amendment of Bylaw&xcept as otherwise provided by applicable lalwythe Restated Articles, the Board of Directors
may amend or repeal these Bylaws at any regulspecial meeting. The Corporation’s shareholders atsy amend or repeal these Bylaws,
as authorized by applicable laws.

Section 4, Action Without a MeetingAny action required or permitted by law to beealat any meeting of the Board of Directors, or at
any meeting of a committee of the Board of Diregtar at any meeting of shareholders may be takdmouwt a meeting if the action is taken
by all members of the Board or the Committee osladlreholders. The action shall be evidenced byongore written consents describing
the action taken, signed by each director, committember or shareholder and included in the mirnutégd with the corporate records
reflecting the action taken. Action taken undes tBection 4 is effective when the last directostmareholder signs the consent, unless the
consent specifies an earlier or later effectivee datconsent signed under this section has thetedfea meeting vote and may be described as
such in any document.

Section 5. Telephonic MeetingFhe Board of Directors or any committee thereaf/mpermit any or all directors to participate in a
regular or special meeting by, or conduct the meetirough, use of any means of communication bighvall directors participating may
simultaneously hear each other during the meefifiglirectors participating in a Board or committeeeting by this means shall be deemed
to be present in person at the meeting.

Section 6. Fiscal YearThe fiscal year of the Corporation shall exterwhf June 1 until May 31 of the following calendaiy.

Section 7. Execution of Corporate Instruments

(a) The Board of Directors may, in its discretidetermine the method and designate the signatéineobr officers, or other person or
persons, to execute any corporate instrument arrdent, and such execution or signature shall baimgnupon the Corporation.

(b) Unless otherwise specifically determined byBwoard of Directors or otherwise required by laerniial contracts of the Corporation,
promissory notes, deeds of trusts, mortgages dred evidences of indebtedness of the Corporatiwhogher corporate instruments shall be
executed, signed or endorsed by the Chairman d3dlaed, the President, the Treasurer, or any ViesiBent. All other instruments and
documents requiring the corporate signature magxieeuted as aforesaid or in such other manner gbendirected by the Board of
Directors.

(c) All checks and drafts drawn on banks or othegrasitories on funds to the credit of the Corporatr in special accounts of the
Corporation shall be signed by such person or psras the Board of Directors shall authorize sioto
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ARTICLE 8 - Transactions With Interested Directors

Section 1. Validity of Transaction

(a) No transaction involving the Corporation shglvoidable by the Corporation solely becausedifector’s direct or indirect interest
in the transaction if:

(i) The material facts of the transaction and tineatior’s interest were disclosed or known to the Boarigéctors or a committe
of the Board of Directors, and the Board of Direstor committee authorized, approved or ratifieglttiansaction;

(i) The material facts of the transaction anddivector’s interest were disclosed or known toghareholders entitled to vote and
the shareholders authorized, approved or ratifiedrtansaction by the affirmative vote of the hoddef a majority of the issued and
outstanding shares of the Corporation, or by writtensent; or

(iii) The transaction was fair and reasonable so@orporation.
(b) This Article 8 shall not invalidate any contiettansaction or determination that would otheeag valid under applicable law.

Section 2. Indirect InterestSolely for purposes of this Article 8, a directdithe Corporation has an indirect interest ireasaction if
another entity in which the director has a matdimancial interest or in which the director isengral partner is a party to the transaction; or
the transaction with another entity of which theedior is a director, officer or trustee is a paayhe transaction and the transaction is or
should be considered by the Board of Directors.

Section 3. Authorization by Board-or purposes of Section 1 of this Article 8,anaction in which a director has an interest is
authorized, approved or ratified by the Board aibiors if it receives the affirmative vote of ajordy of the directors on the Board of
Directors, or on the committee, who have no diogdhdirect interest in the transaction. A trangatinay not be authorized, approved or
ratified under this Article 8 by a single directtira majority of the directors who have no directindirect interest in the transaction vote to
authorize, approve or ratify the transaction, argomoshall be present for the purpose of takingoaatinder this Article 8. The presence of,
vote cast by, a director with a direct or indirederest in the transaction shall not affect thiditg of any action taken under Section 1 of this
Article 8 by the Board of Directors or a committeereof, if the transaction is otherwise authorjzgaproved or ratified as provided in
Section 1 of this Article 8.

Section 4, Authorization by Shareholdefor purposes of Section 1 of this Article 8,angaction in which a director has an interest is
authorized, approved or ratified if it receives tiee of a majority of the shares entitled to vateler this Article 8 voting as a single voting
group. Shares owned by or voted under the confraldirector who has a direct or indirect inteliesthe transaction, and shares owned by or
voted under the control of any entity describeganagraph (a) of Section 2 of this Article 8 maycbented in a vote of shareholders to
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determine whether to authorize, approve or ratiffaasaction by vote of the shareholders underi@ettof this Article 8. A majority of the
shares, whether or not present, that are entitlde tcounted in a vote on the transaction undsrAhticle 8 constitutes a quorum for the
purpose of taking action under this Article 8.

ARTICLE 9 - Indemnification

(&) The Corporation shall indemnify to the fullegtent permitted by law, any person who is mad¢hi@atened to be made, a party to
or witness in, or is otherwise involved in, anyetlitened, pending or completed action, suit or gdiog, whether civil, criminal,
administrative, investigative, or otherwise (indhglany action, suit or proceeding by or in théntigf the Corporation) by reason of the fact
that:

(i) the person is or was a director or officerfud Corporation or any of its subsidiaries;

(i) the person is or was serving as a fiduciarthimi the meaning of the Employee Retirement Inc&@weurity Act of 1974 with
respect to any employee benefit plan of the Cotporar any of its subsidiaries; or

(iii) the person is or was serving, at the requéshe Corporation or any of its subsidiaries, aliractor or officer, or as a fiduciary
of an employee benefit plan, of another corporatg@amntnership, joint venture, trust or other entisg

(b) The Corporation may indemnify its employees atfter agents to the fullest extent permitted by la

(c) The expenses incurred by a director or offaeother indemnified person in connection with &mgatened, pending or completed
action, suit or proceeding, whether civil, criminatiministrative, investigative, or otherwise, whthe director or officer is made or
threatened to be made a party to or witness iig, atherwise involved in, shall be paid by the Qwgtion in advance upon written request if
the indemnified person:

(i) furnishes the Corporation a written affirmatitrat in good faith the person believes that heheris entitled to be indemnified
by the Corporation; and

(i) furnishes the Corporation a written undertakio repay such advance to the extent that itisately determined by a court
that such person is not entitled to be indemnifigdhe Corporation. Such advances shall be mad®utitregard to the person’s ability to
repay such expenses and without regard to the perstiimate entitlement to indemnification undeistArticle or otherwise.

(d) The rights of indemnification provided in thisticle 9 shall be in addition to any rights to whia person may otherwise be entitled
under any articles of incorporation, bylaw, agreetnstatute, policy of insurance, vote of sharebddr Board of Directors, or otherwise;
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shall continue as to a person who has ceaseddalyector, officer, employee or agent of the Coagion; and shall inure to the benefit of the
heirs, executors and administrators of such person.

(e) Any repeal of this Article 9 shall be prospeetonly and no repeal or modification of this Algi® shall adversely affect any right or
protection that is based upon this Article 9 andgdes to an act or omission that occurred prightotime of such repeal or modification.

(f) As a condition precedent to indemnification enthis Article 9, not later than 30 days aftereipt by the director or officer of notice
of the commencement of any proceeding the diramtofficer shall, if a claim in respect of the peecling is to be made against the
Corporation under this Article 9, notify the Corption in writing of the commencement of the prodegdThe failure to properly notify the
Corporation shall not relieve the Corporation frany liability which it may have to the director afficer otherwise than under this Article 9.
With respect to any proceeding as to which thecttireor officer so notifies the Corporation of tt@mmencement:

(i) The Corporation shall be entitled to particpat the proceeding at its own expense.

(i) Except as otherwise provided in this paragréfphthe Corporation may, at its option and jomilith any other indemnifying
party similarly notified and electing to assumelsdefense, assume the defense of the proceeditiglegal counsel reasonably satisfactory
to the director or officer. The director or officgnall have the right to use separate legal coungbé proceeding, but the corporation shall
be liable to the director or officer under thisiéle 9 for the fees and expenses of separate tegaisel incurred after notice from the
Corporation of its assumption of the defense, (@3 the director or officer reasonably conclutiest there may be a conflict of interest
between the Corporation and the director or offineghe conduct of the defense of the proceedingBpthe Corporation does not use legal
counsel to assume the defense of such proceednegCaorporation shall not be entitled to assumel#fense of any proceeding brought by or
on behalf of the Corporation or as to which thector or officer has made the conclusion providedrf (A) above.

(i) If two or more persons who may be entitledridemnification from the Corporation, includingettirector or officer seeking
indemnification, are parties to any proceeding,Gloeporation may require the director or officeuus®e the same legal counsel as the other
parties. The director or officer shall have thétitp use separate legal counsel in the proceelinghe Corporation shall not be liable to the
director or officer under this Article 9 for theeeand expenses of separate legal counsel incaftexchotice from the Corporation of the
requirement to use the same legal counsel as liee parties, unless the director or officer reabbneoncludes that there may be a conflic
interest between the director or officer and anthefother parties required by the Corporationgodpresented by the same legal counsel.

(iv) The Corporation shall not be liable to indefgrthe director or officer under this Article 9 fany amounts paid in settlement
of any proceeding effected without its
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written consent, which shall not be unreasonabthhéld. The director or officer shall permit ther@aration to settle any proceeding that the
Corporation assumes the defense of, except tha@dhagoration shall not settle any action or clamany manner that would impose any
penalty or limitation on the director or officertivbut such person’s written consent.

(9) Notwithstanding any provision in this Article the Corporation shall not be obligated under grigcle 9 to make any
indemnification or advance any expenses in conoreetith any claim made against any director oroeffi

(i) for which payment is required to be made t@obehalf of the director or officer under any irsce policy, except with
respect to any excess amount to which the diregtofficer is entitled under this Article 9 beyotite amount of payment under such
insurance policy;

(i) if a court having jurisdiction in the mattanélly determines that such indemnification is laetful under any applicable statt
or public policy;

(iii) in connection with any proceeding (or partasfy proceeding) initiated by the director or dofficor any proceeding by the
director or officer against the Corporation ordigectors, officers, employees or other persongletto be indemnified by the Corporation,
unless: (A) the Corporation is expressly requirgdalv to make the indemnification; (B) the procewgias authorized by the Board of
Directors; or (C) the director or officer initiatéloe proceeding pursuant to subsection (i) of Mntgcle 9 and the director or officer is
successful in whole or in part in such proceedang;

(iv) for an accounting of profits made from the ghase and sale by the director or officer of séiesrbf the Corporation within
the meaning of Section 16(b) of the Exchange Acsimilar provision of any state statutory law onamon law.

(h) In the event of payment under this Articlel® Corporation shall be subrogated to the extestiofi payment to all of the rights of
recovery of the director or officer. The directoradficer shall execute all documents required sinall do all acts that may be necessary to
secure such rights and to enable the Corporatfestefely to bring suit to enforce such rights.

(i) Without the necessity of entering into an exgsreontract, all rights to indemnification and athes to directors and officers under
this Article 9 shall be deemed to be contractugtits and be effective to the same extent and@msvfided for in a contract between the
Corporation and the director or officer. Any diracbor officer may enforce any right to indemnificat or advances under this Article 9 in any
court of competent jurisdiction if; (i) the Corptiom denies the claim for indemnification or advescin whole or in part, or (ii) the
Corporation does not dispose of such claim witltirddys of request therefor. It shall be a defeosmy such enforcement action (other than
an action brought to enforce a claim for advancermagaxpenses pursuant to, and in compliance whik,Article 9) that the director or offic
is not entitled to indemnification under this AlE®. However, except as provided in subsectionf(this Article 9, the Corporation shall not
assert any defense to an action brought to enfoataim for advancement of expenses pursuantsofttticle 9 if the director or officer
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has tendered to the Corporation the affirmation@amiertaking required hereunder. The burden ofipgoby clear and convincing evidence
that indemnification is not appropriate shall betloe Corporation. Neither the failure of the Cogiam (including its Board of Directors or
independent legal counsel) to have made a detetiminarior to the commencement of such action h@émnification is proper in the
circumstances because the director or officer hetstime applicable standard of conduct nor an acket@rmination by the Corporation
(including its Board of Directors or independergdkcounsel) that indemnification is improper bessathe director or officer has not met s
applicable standard of conduct, shall be assegeddefense to the action or create a presumgtadritie director or officer is not entitled to
indemnification under this Article 9 or otherwiSéhe director’s or officer's expenses incurred imwection with successfully establishing
such person’s right to indemnification or advand@esyhole or in part, in any proceeding shall digopaid or reimbursed by the Corporation.

()) The rights conferred on any person by this @eti9 shall continue as to a person who has cdaswela director, officer, employee or
other agent and shall inure to the benefit of thiesh executors and administrators of such a person

(k) To the fullest extent permitted by law, the @aration, upon approval by the Board of Directongy purchase insurance on beha
any person required or permitted to be indemnifiedsuant to this Article 9.

() If this Article 9 or any portion hereof shakbnvalidated on any ground by any court of compigterisdiction, then the Corporation
shall nevertheless indemnify each director andteffto the full extent not prohibited by any apabte portion of this Article 9 that shall not
have been invalidated, or by any other applicadie |

ARTICLE 10 - Limitation of Director Liability

To the fullest extent permitted by law, no direaddthe Corporation shall be personally liabletie Corporation or its shareholders for
monetary damages for conduct as a director. Withmiting the generality of the foregoing, if the€gon Revised Statutes are amended,
this Article 10 becomes effective, to authorizepaoate action further eliminating or limiting thergonal liability of directors of the
Corporation, then the liability of directors of tB®rporation shall be eliminated or limited to fhest extent permitted by the Oregon
Revised Statutes, as so amended. No amendmeneal @& this Article 10, nor the adoption of anpysion of these Bylaws inconsistent
with this Article 10, nor a change in the law, $kalversely affect any right or protection thab&sed upon this Article 10 and pertains to
conduct that occurred prior to the time of such rmdmeent, repeal, adoption or change. No changeeifath shall reduce or eliminate the
rights and protections set forth in this Article ifless the change in the law specifically requstgsh reduction or elimination.

NIKE, Inc. Third Restated BylawsRage 1



Exhibit 10.3
NIKE, Inc. 1990 Stock Incentive Plan

1. Purpose The purpose of this Stock Incentive Plan (thefP) is to enable NIKE, Inc. (the “Company”) torattt and retain as
directors, officers, employees, consultants, adsiand independent contractors people of initiadive ability and to provide additional
incentives to such persons.

2. Shares Subject to the PlaBubject to adjustment as provided below and ragraph 10, the shares to be offered under thedpialh
consist of Class B Common Stock of the Company &/&8&"), and the total number of Shares that magdwed under the Plan shall not
exceed fifty million (50,000,000) Shares. If anioptor stock appreciation right granted under tlaRxpires, terminates or is canceled, the
unissued Shares subject to such option or stodkeajgpion right shall again be available underRfen. If Shares sold or awarded as a bonus
under the Plan are forfeited to the Company ornmamsed by the Company, the number of Shares tiedfer repurchased shall again be
available under the Plan.

3. Effective Date and Duration of Plan

(a) Effective Date The Plan shall become effective when adoptediéyBibard of Directors of the Company. However, ptiom or
stock appreciation right granted under the Plall Beaome exercisable until the Plan is approvethieyaffirmative vote of the holders of a
majority of the Common Stock of the Company repnése at a shareholders meeting at which a quoryreisent and any awards under the
Plan prior to such approval shall be conditione@nd subject to such approval. Subject to thistéitiin, options and stock appreciation
rights may be granted and Shares may be awardeohases or sold under the Plan at any time aféecettective date and before termination
of the Plan.

(b) Duration. The Plan shall continue in effect until all Sheaawailable for issuance under the Plan have tsseied and all restrictions
on such Shares have lapsed. The Board of Direstayssuspend or terminate the Plan at any time éxdaéprespect to options and Shares
subject to restrictions then outstanding undePla@. Termination shall not affect any outstandiptions, any right of the Company to
repurchase Shares or the forfeitability of Shassaeéd under the Plan.

4. Administration.

The Plan shall be administered by a committee ap@diby the Board of Directors of the Company cstirgj of not less than two
directors (the “Committee”), which shall determanad designate from time to time the individualsvttom awards shall be made, the amount
of the awards and the other terms and conditiotiseowards, except that only the Board of Directoay amend or terminate the Plan as
provided in paragraphs 3 and 13. Subject to theigions of the Plan, the Committee may from timéinte adopt and amend rules and
regulations relating to administration of the Pladyance the lapse of any waiting period, acceleany exercise date, waive or modify any
restriction applicable to Shares (except thoseictishs imposed by law) and make all other deteations in the judgment of the Committee
necessary or desirable for the administration efRfan. The interpretation and construction offfavisions of the Plan and related
agreements by the Committee shall be final andlosive. The Committee may correct any defect opsuany omission or reconcile any
inconsistency in the Plan or in any related agregnmethe manner and to the extent it shall deepedient to carry the Plan into effect, and it
shall be the sole and final judge of such expedieNotwithstanding anything to the contrary conéminn this Paragraph 4, the Committee
may delegate to the Chief Executive Officer of @mmpany the authority to grant awards with respeet maximum of 50,000 Shares to any
eligible employee who is not, at the time of sucéng, subject to the reporting requirements artullitg provisions contained in Section 16 of
the Securities Exchange Act of 1934 (the “Exchafig) and the regulations thereunder.

5. Types of Awards; Eligibility The Committee may, from time to time, take thiéofeing action, separately or in combination, under
the Plan: (i) grant Incentive Stock Options, asrasf in Section 422 of the Internal Revenue CodEd86, as amended (the “Code”), as
provided in paragraph 6(b); (i




grant options other than Incentive Stock Optiomgofi-Statutory Stock Options”) as provided in paagdr 6(c); (iii) award stock bonuses as
provided in paragraph 7; (iv) sell shares subjecestrictions as provided in paragraph 8; andj(apt stock appreciation rights as provided in
paragraph 9. Any such awards may be made to engdoyecluding employees who are officers or dine;tof the Company or any parent or
subsidiary corporation of the Company and to othéividuals described in paragraph 1 who the Conamibelieves have made or will make
an important contribution to the Company or itssdiaries; provided, however, that only employeethe Company shall be eligible to
receive Incentive Stock Options under the Plan. Committee shall select the individuals to whom @ilsashall be made. The Committee
shall specify the action taken with respect to éadividual to whom an award is made under the A¥amemployee may be granted options
or stock appreciation rights under the Plan forertban 200,000 Shares in any calendar year.

6. Option Grants

(a) Grant. The Committee may grant options under the Plaith Yéspect to each option grant, the Committed sletermine the
number of Shares subject to the option, the opiitre, the period of the option, the time or tina¢svhich the option may be exercised and
whether the option is an Incentive Stock Optiom dton-Statutory Stock Option.

(b) Incentive Stock Optionsincentive Stock Options shall be subject to tifving terms and conditions:

(i) An Incentive Stock Option may be granted unither Plan to an employee possessing more than térngesf the total combine
voting power of all classes of stock of the Companygf any parent or subsidiary of the Company dflge option price is at least 110
percent of the fair market value of the Sharesextip the option on the date it is granted, asritesd in paragraph 6(b)(iii), and the
option by its terms is not exercisable after thgimtion of five years from the date it is granted.

(i) Subject to paragraphs 6(b)(i) and 6(d), IncemStock Options granted under the Plan shallicaetin effect for the period
fixed by the Committee, except that no Incentivec8tOption shall be exercisable after the expiratib10 years from the date it is
granted.

(iii) The option price per share shall be deterrdibg the Committee at the time of grant. Subjegdragraph 6(b)(i), the option
price shall not be less than 100 percent of thenfiarket value of the Shares covered by the Ineer8tock Option at the date the option
is granted. The fair market value shall be deerndiktthe closing price of the Class B Common Stddke Company as reported in
New York Stock Exchange Composite TransactionkérWall Street Journal on the day preceding the thegt option is granted, or if
there has been no sale on that date, on the kstging date on which a sale occurred, or suchr ogiperted value of the Class B
Common Stock of the Company as shall be specifieithd Committee.

(iv) No Incentive Stock Option shall be grantedaorafter the tenth anniversary of the last actipithe Board of Directors
approving an increase in the number of sharesablaifor issuance under the Plan, which actionsusequently approved within 12
months by the shareholders.

(c) NonStatutory Stock OptionsThe option price for Non-Statutory Stock Optiahsll be determined by the Committee at the time of
grant. The option price may not be less than 76grdrof the fair market value of the Shares covesethe NonStatutory Stock Option on tl
date the option is granted. The fair market valughares covered by a Non-Statutory Stock Optiall §ie determined pursuant to paragraph

6(b)(iii).

(d) Exercise of OptionsExcept as provided in paragraph 6(f), no opticantged under the Plan may be exercised unlesg #itle of
such exercise the optionee is employed by the Coynpaany parent or subsidiary corporation of tlmenpany and shall have been so
employed continuously since the date such optiosigvanted. Absence on leave or on account of 8loeslisability under rules
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established by the Committee shall not, howeveddmmed an interruption of employment for this psg Except as provided in paragraphs
6(f), 10 and 11, options granted under the Plan beagxercised from time to time over the periotiestdn each option in such amounts and at
such times as shall be prescribed by the Commitresjded that options shall not be exercised factfonal shares. Unless otherwise
determined by the Committee, if the optionee da#®Rrercise an option in any one year with respetiie full number of Shares to which
optionee is entitled in that year, the optione&hts shall be cumulative and the optionee mayhmse those Shares in any subsequent year
during the term of the option.

(e) Nontransferability Except as provided below, each stock option gchonhder the Plan by its terms shall be nonassigrzatal
nontransferable by the optionee, either voluntarilypy operation of law, and each option by itsneshall be exercisable during the
optionee’s lifetime only by the optionee. A stogikion may be transferred by will or by the lawsdekcent and distribution of the state or
country of the optionee’s domicile at the time efth. A Non-Statutory Stock Option shall also lams$ferable pursuant to a qualified
domestic relations order as defined under the @oddtle | of the Employee Retirement Income Segulict. The Committee may, in its
discretion, authorize all or a portion of a Noni8tary Stock Option granted to an optionee to béeoms which permit transfer by the
optionee to (i) the spouse, children or grandchitdof the optionee (“Immediate Family Members™), ditrust or trusts for the exclusive
benefit of Immediate Family Members, or (i) a parship in which Immediate Family Members aredhly partners, provided that (x) there
may be no consideration for any transfer, (y) tioelsoption agreement pursuant to which the optamesgranted must expressly provide for
transferability in a manner consistent with thisggmaph, and (z) subsequent transfers of transfepgons shall be prohibited except by will
or by the laws of descent and distribution. Follegvany transfer, options shall continue to be sihifgthe same terms and conditions as \
applicable immediately prior to transfer, providbdt for purposes of paragraphs 6(d), 6(g), 10Jdnthe term “optionee” shall be deemed to
refer to the transferee. The events of terminadifoemployment of paragraph 6(f), shall continudédécapplied with respect to the original
optionee, following which the options shall be exsable by the transferee only to the extent, andhfe periods specified, and all other
references to employment, termination of employmifietor death of the optionee, shall continudéoapplied with respect to the original
optionee.

(f) Termination of Employment or Death

(i) Unless otherwise provided at the time of gramthe event the employment of the optionee byGbepany or a parent or
subsidiary corporation of the Company terminatesafty reason other than because of retirementjqaiydisability or death, the option
may be exercised at any time prior to the expiratiate of the option or the expiration of three therafter the date of such termination
of employment, whichever is the shorter period,dnly if and to the extent the optionee was emtitleexercise the option at the date of
such termination.

(il) Unless otherwise provided at the time of gramthe event the employment of the optionee leyGompany or a parent or
subsidiary corporation of the Company terminates essult of the optionee’s retirement, the optitay be exercised by the optionee to
the extent specified in this paragraph 6(f)(iipay time prior to the expiration date of the optiarthe expiration of three months after
the date of such termination of employment, whi@ras the shorter period. For purposes of thisgragh 6(f), “retirement” means a
termination of employment that occurs at a time nv{) the optionee’s retirement point total iseddt 55, and (B) the optionee has at
least five full years of service as an employethefCompany or a parent or subsidiary corporatfidheCompany. For purposes of this
paragraph 6(f), “retirement point total” means siien of the optionee’s age in full years plus theooee’s full years of service as an
employee of the Company or a parent or subsidiargaration of the Company. Upon retirement, theéoogge may exercise the portion
of the option that the optionee was entitled toreise immediately prior to retirement plus a petage of the remaining unvested
portion of the option based on the optionee’s eatnt point total at the time of retirement asagth in the following table:

Percent of Unvested Option

Retirement Point Total That Becomes Exercisable
55 or 56 20%

57 40%

58 60%

59 80%

60 100%



(iii) Unless otherwise provided at the time of gran the event the employment of the optioneelgy@ompany or a parent or
subsidiary corporation of the Company terminatesbee the optionee becomes disabled (within thenimgaf Section 22(e)(3) of the
Code), the option may be exercised by the optidreeeof the limitations on the amount that may bechased in any one year specified
in the option agreement at any time prior to thegition date of the option or the expiration okqgrear after the date of such
termination, whichever is the shorter period.

(iv) Unless otherwise provided at the time of grémthe event of the death of the optionee whilthe employ of the Company or
a parent or subsidiary corporation of the Compémy option may be exercised free of the limitationghe amount that may be
purchased in any one year specified in the optigeement at any time prior to the expiration ddtine option or the expiration of one
year after the date of such death, whichever istioeter period, but only by the person or perdorvghom such optionee’s rights under
the option shall pass by the optionee’s will oty laws of descent and distribution of the statecaintry of domicile at the time of
death.

(v) The Committee, at the time of grant or at ametthereafter, may extend the three-month andyeae-expiration periods any
length of time not later than the original expioatidate of the option, and may increase the podfan option that is exercisable,
subject to such terms and conditions as the Comenittay determine.

(vi) To the extent that the option of any deceasgtibnee or of any optionee whose employment teaitemis not exercised within
the applicable period, all further rights to pured&hares pursuant to such option shall ceaseeamihate.

(9) Purchase of SharetJnless the Committee determines otherwise, Shagsbe acquired pursuant to an option grantednthde
Plan only upon receipt by the Company of noticeiiting from the optionee of the optionee’s intentito exercise, specifying the number of
Shares as to which the optionee desires to exdiseption and the date on which the optioneerele$d complete the transaction, and if
required in order to comply with the Securities Att1933, as amended, containing a representdtatrittis the optiones’present intention
acquire the Shares for investment and not wittea o distribution. Unless the Committee determiotberwise, on or before the date
specified for completion of the purchase of Shawgsuant to an option, the optionee must have thaicCompany the full purchase price of
such Shares in cash or with the consent of the Gtigamin whole or in part, in Common Stock of tBempany valued at fair market value.
The fair market value of Common Stock of the Conypaovided in payment of the purchase price shalihe closing price of the Common
Stock of the Company as reported in the New YodclsExchange Composite Transactions in the Wadle$tdournal or such other reported
value of the Common Stock of the Company as shadigecified by the Committee, on the date the npi@xercised, or if such date is not a
trading day, then on the immediately precedingitgday. No Shares shall be issued until full paytbeerefor has been made. With the
consent of the Committee, an optionee may reqghesEompany to apply automatically the Shares tebeived upon the exercise of a
portion of a stock option (even though stock ciediles have not yet been issued) to satisfy thehaise price for additional portions of the
option. Each optionee who has exercised an optiaft snmediately upon notification of the amoungedlif any, pay to the Company in cash
amounts necessary to satisfy any applicable fedsatk and local tax withholding requirementsd€itional withholding is or becomes
required beyond any amount deposited before dgliokthe certificates, the optionee shall pay sactount to the Company on demand. Ii
optionee fails to pay the amount demanded, the @asnmay withhold that amount from other amountsapés/ by the Company to the
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optionee, including salary, subject to applicable.IWith the consent of the Committee, an optianeg satisfy this obligation, in whole or in
part, by having the Company withhold from the Shdcebe issued upon the exercise that number aEShiaat would satisfy the withholding
amount due or by delivering Common Stock of the @any to the Company to satisfy the withholding anmtolWpon the exercise of an
option, the number of Shares reserved for issuander the Plan shall be reduced by the number afeStissued upon exercise of the option.

7. Stock BonusesThe Committee may award Shares under the Platoek bonuses. Shares awarded as a stock bonubelisabject
to the terms, conditions, and restrictions deteetiiny the Committee. The restrictions may incluagrictions concerning transferability and
forfeiture of the Shares awarded, together witthsatber restrictions as may be determined by tha@ittee. The Committee may require
recipient to sign an agreement as a condition@ftliard, but may not require the recipient to payraonetary consideration other than
amounts necessary to satisfy tax withholding regqments. The agreement may contain any terms, conglirestrictions, representations and
warranties required by the Committee. The certifisaepresenting the Shares awarded shall bedeg@yds required by the Committee. The
Company may require any recipient of a stock baaymy to the Company in cash upon demand amoectssary to satisfy any applicable
federal, state or local tax withholding requirensetitthe recipient fails to pay the amount demahdee Company may withhold that amount
from other amounts payable by the Company to thipient, including salary, subject to applicabler|aVith the consent of the Committee, a
recipient may deliver Common Stock of the Companthe Company to satisfy this withholding obligati?Jpon the issuance of a stock
bonus, the number of Shares reserved for issuamter the Plan shall be reduced by the number ofeShssued.

8. Restricted StockThe Committee may issue Shares under the Plasufdr consideration (including promissory notes sardices) as
determined by the Committee, provided that in nen¢ghall the consideration be less than 75 peafdair market value of the Shares at the
time of issuance. Shares issued under the Plahtghalibject to the terms, conditions and restmaidetermined by the Committee. The
restrictions may include restrictions concerniramsferability, repurchase by the Company and fanfeiof the Shares issued, together with
such other restrictions as may be determined bZtramittee. All Shares issued pursuant to thisgragh 8 shall be subject to a purchase
agreement, which shall be executed by the Compadytee prospective recipient of the Shares prighéodelivery of certificates represent
such Shares to the recipient. The purchase agréenagncontain any terms, conditions, restrictiorpresentations and warranties required
by the Committee. The certificates representingshares shall bear any legends required by the Gib@emThe Company may require any
purchaser of restricted stock to pay to the Compamash upon demand amounts necessary to satigfgpplicable federal, state or local tax
withholding requirements. If the purchaser failpay the amount demanded, the Company may withthaldamount from other amounts
payable by the Company to the purchaser, inclusaigry, subject to applicable law. With the consdrihe Committee, a purchaser may
deliver Common Stock of the Company to the Comparsatisfy this withholding obligation. Upon theisnce of restricted stock, the
number of Shares reserved for issuance under #medhhll be reduced by the number of Shares issued.

9. Stock Appreciation Rights

(a) Grant. Stock appreciation rights may be granted undePtan by the Committee, subject to such rulemgeand conditions as the
Committee prescribes.

(b) Exercise

(i) A stock appreciation right shall be exercisatudy at the time or times established by the Cottemi If a stock appreciation
right is granted in connection with an option, sheck appreciation right shall be exercisable aalthe extent and on the same
conditions that the related option could be exertisgJpon exercise of a stock appreciation righg, @stion or portion thereof to which
the stock appreciation right relates terminatea.dfock appreciation right is granted in connectiith an option, upon exercise of the
option, the stock appreciation right or portionrtéhe to which the option relates terminates.
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(i) The Committee may withdraw any stock appreaoiatright granted under the Plan at any time ang imgose any conditions
upon the exercise of a stock appreciation rightdaopt rules and regulations from time to time dfferthe rights of holders of stock
appreciation rights. Such rules and regulations gwsern the right to exercise stock appreciatights granted before adoption or
amendment of such rules and regulations as welioak appreciation rights granted thereafter.

(iii) Each stock appreciation right shall entitteetholder, upon exercise, to receive from the Caompaexchange therefor an
amount equal in value to the excess of the faiketaralue on the date of exercise of one shardafd®B Common Stock of the
Company over its fair market value on the daterahg(or, in the case of a stock appreciation rgganted in connection with an option,
the option price per Share under the option to wkhie stock appreciation right relates), multiplbgdthe number of Shares covered by
the stock appreciation right or the option, or aerthereof, that is surrendered. Payment by tha@2my upon exercise of a stock
appreciation right may be made in Shares valuéairatnarket value, in cash, or partly in Shares padly in cash, all as determined by
the Committee.

(iv) For purposes of this paragraph 9, the fairkaawvalue of the Class B Common Stock of the Commanthe date a stock
appreciation right is exercised shall be the clpgrice of the Class B Common Stock of the Compsseported in the New York
Stock Exchange Composite Transactions in the WedleSJournal, or such other reported value ofilass B Common Stock of the
Company as shall be specified by the Committeeherate the stock appreciation right is exercieed,such date is not a trading day,
then on the immediately preceding trading day.

(v) No fractional shares shall be issued upon éseraf a stock appreciation right. In lieu therezash shall be paid in an amount
equal to the value of the fractional share.

(vi) Each stock appreciation right granted underftan by its terms shall be nonassignable andamwsferable by the holder,
either voluntarily or by operation of law, exceptwill or by the laws of descent and distributiditie state or county of the holder’s
domicile at the time of death, and each stock agpatien right by its terms shall be exercisableinythe holder’s lifetime only by the
holder; provided, however, that a stock appreamatight not granted in connection with an Incent8teck Option shall also be
transferable pursuant to a qualified domestic i@tatorder as defined under the Code or TitlethefEmployee Retirement Income
Security Act.

(vii) Each participant who has exercised a stogkegiation right shall, upon notification of the aumt due, pay to the Company
in cash amounts necessary to satisfy any applidatiral, state or local tax withholding requiretsef the participant fails to pay the
amount demanded, the Company may withhold that atrfoom other amounts payable by the Company tgérécipant including
salary, subject to applicable law. With the cons#rihe Committee a participant may satisfy thigaiion, in whole or in part, by
having the Company withhold from any Shares toskaed upon the exercise that number of Sharewthad satisfy the withholding
amount due or by delivering Common Stock of the Gany to the Company to satisfy the withholding antou

(viii) Upon the exercise of a stock appreciatigghtifor Shares, the number of Shares reservedg$aance under the Plan shall be
reduced by the number of Shares issued. Cash paywiestock appreciation rights shall not reduaerthmber of Shares reserved for
issuance under the Plan.

10. Changes in Capital Structurlf the outstanding shares of Common Stock ofGhenpany are hereafter increased or decreased or
changed into or exchanged for a different numbédiradt of shares or other securities of the Companyf another corporation by reason of
any reorganization, merger, consolidation, plaexathange, recapitalization, reclassification, steglit-up, combination of shares or dividend
payable in shares, appropriate adjustment shatidmse by the Committee in the number and kind ofeshavailable for awards under the
Plan, provided that this paragraph 10 shall notyayph respect




to transactions referred to in paragraph 11. Intaxhd the Committee shall make appropriate adjestihin the number and kind of shares ¢
which outstanding options and stock appreciatights, or portions thereof then unexercised, slabxercisable, to the end that the
optionee’s proportionate interest is maintainetdefsre the occurrence of such event. The Committ@g also require that any securities
issued in respect of or exchanged for Shares idseiedinder that are subject to restrictions beestilp similar restrictions. Notwithstanding
the foregoing, the Committee shall have no oblagatd effect any adjustment that would or mighuteis the issuance of fractional shares,
and any fractional shares resulting from any adjest may be disregarded or provided for in any readetermined by the Committee. Any
such adjustments made by the Committee shall belusiue. In the event of a merger, consolidatioplan of exchange affecting the
Company to which paragraph 11 does not applyein dif providing for options and stock appreciatigts as provided above in this
paragraph 10, the Committee may, in its sole disareprovide a 3@ay period prior to such event during which optemshall have the rig
to exercise options and stock appreciation rightghole or in part without any limitation on exesability and upon the expiration of such 30-
day period all unexercised options and stock agtien rights shall immediately terminate.

11. Special Acceleration in Certain Events

(a) Special AccelerationNotwithstanding any other provisions of the Plaispecial acceleration (“Special Acceleratioof'pptions an
stock appreciation rights outstanding under tha Bleall occur with the effect set forth in paradgrdd(b) at any time when the shareholders
of the Company approve one of the following (“Apped Transactions”):

(i) Any consolidation, merger, plan of exchangetransaction involving the Company (“Mergeit)which the Company is not t
continuing or surviving corporation or pursuantoich the Common Stock of the Company would be eoied into cash, securities or
other property, other than a Merger involving th@pany in which the holders of the Common StocthefCompany immediately
prior to the Merger have the same proportionatesyahip of common stock of the surviving corporatidter the Merger; or

(i) Any sale, lease, exchange, or other transfeofe transaction or a series of related transiasl}iof all or substantially all of the
assets of the Company or the adoption of any plaraposal for the liquidation or dissolution oét@ompany.

(b) Effect on Outstanding Options and Stock Apm@ten Rights Except as provided below in this paragraph 11(ppn a Special
Acceleration pursuant to paragraph 11(a), all eytiand stock appreciation rights then outstandimteuthe Plan shall immediately become
exercisable in full during the remainder of theimbs; provided, the Committee may, in its solergison, provide a 30-day period prior to an
Approved Transaction during which optionees shallenthe right to exercise options and stock apatieci rights, in whole or in part, witha
any limitation on exercisability, and upon the eafion of such 30-day period all unexercised oggtiand stock appreciation rights shall
immediately terminate.

12. Corporate Mergers, Acquisitions, efthe Committee may also grant options, stock agpgtien rights, and stock bonuses and issue
restricted stock under the Plan having terms, ¢mmdi and provisions that vary from those specifiethis Plan, provided that any such
awards are granted in substitution for, or in catioa with the assumption of, existing options cktappreciation rights, stock bonuses, and
restricted stock, awarded or issued by anotheracatipn and assumed or otherwise agreed to begedvor by the Company pursuant to or
by reason of a transaction involving a corporategee consolidation, plan of exchange, acquisitbproperty or stock, separation,
reorganization or liquidation to which the Compamya parent or subsidiary corporation of the Cormgpara party.

13. Amendment of PlanThe Board of Directors may at any time, and fitgrme to time, modify or amend the Plan in such eespas it
shall deem advisable because of changes in thevkdle the Plan is in effect or for any other readéxcept as provided in paragraphs 6(f), 9,
10 and 11, however, no change in an award alregadyied shall be made without the written consenthetholder of such award.
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14. Approvals The obligations of the Company under the Plarsabgect to the approval of state and federal aiitb® or agencies
with jurisdiction in the matter. The Company wiBauits best efforts to take steps required by statederal law or applicable regulations,
including rules and regulations of the Securitied Exchange Commission and any stock exchangading system on which the Compasy’
shares may then be listed or admitted for tradimgpnnection with the grants under the Plan. Tdredoing notwithstanding, the Company
shall not be obligated to issue or deliver ClagsdBmon Stock under the Plan if such issuance oretglwould violate applicable state or
federal securities laws.

15. Employment and Service Rightiothing in the Plan or any award pursuant toRtz shall (i) confer upon any employee any right
to be continued in the employment of the Compangmyrparent or subsidiary corporation of the Comypamrshall interfere in any way with
the right of the Company or any parent or subsjdiarporation of the Company by whom such emplagaamployed to terminate such
employee’s employment at any time, for any reasati, or without cause, or to increase or decreast smployee’s compensation or
benefits, or (ii) confer upon any person engagethbyCompany any right to be retained or employethb Company or to the continuation,
extension, renewal, or modification of any compéinsacontract, or arrangement with or by the Comypa

16. Rights as a Shareholdérhe recipient of any award under the Plan skalkemo rights as a shareholder with respect tcSliayes
until the date of issue to the recipient of a stoekificate for such Shares. Except as otherwipeassly provided in the Plan, no adjustment
shall be made for dividends or other rights forathihe record date is prior to the date such steckficate is issued.
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RECITALS

(&) NIKE, Inc. (the “Company”) adopted the Suppl&tat Executive Savings Plan effective February9B4l(the “SESP”). The SESP
was adopted to provide an opportunity for eligiheployees to set aside additional amounts forematnt on a tax deferred basis and to
provide a limited make-up of profit sharing contiions lost as a result of the limit on compensatiader Section 401(a)(17) of the Internal
Revenue Code of 1986 (the “Code”) under the ComipadyL(k) Savings and Profit Sharing Plan for emgpks of NIKE, Inc. (the “Profit
Sharing Plan”). The SESP is a nonqualified defec@dpensation plan for the benefit of a select grmumanagement or highgempensate
employees of the Company.

(b) The Company adopted the Supplemental ExecBtigét Sharing Plan effective as of June 1, 1988 (SEPSP”) to expand the
make-up of profit sharing contributions lost unttex Profit Sharing Plan and to separate the ragtarprovisions from the elective deferral
provisions of the SESP.

(c) Effective as of January 1, 1998, the Companyhioned the SEPSP and the SESP and made certairchtireges. The resulting plan
was renamed the NIKE, Inc. Deferred Compensatian ghe “Plan”).The Company amended and restated the Plan, effeadiof January
2000.

(d) Effective January 1, 2003, the Company amemahedrestated the Plan to reflect a change in gugte addition of an opportunity
for Participants to defer payments under the LoagTIincentive Plan of NIKE, Inc., and other adnti@sve changes in the Plan.

(e) Effective July 1, 2003, the Company amendedrastated the Plan to clarify certain administ&afiwovisions of the Plan.

() The Company wishes again to amend and redtatelan to clarify treatment of long-term incentpayments made by certain of the
Company’s subsidiaries and affiliates.

(9) Under the Plan, the Company is obligated toymsted accrued benefits to Plan Participants lagid Beneficiary or Beneficiaries
from the Company’s general assets.

(h) In connection with the Plan, the Company haal#ished an irrevocable trust (the “Trust”). Then@pbany intends to make
contributions to the Trust so that such contritngiwvill be held by the Trustee and invested, restee and distributed, all in accordance with
the provisions of this Plan and the Trust Agreement

(i) The Company intends that amounts contributeithéoTrust and the earnings thereon shall be ugdldebTrustee to satisfy the
liabilities of the Company under the Plan in acemck with the procedures set forth herein.

()) The Company intends that the Trust be a “gnatrtest” with the principal and income of the Trixgtated as assets and income of the
Company for federal and state income tax purposes.



(k) The Company intends that the assets of thet Bhadl at all times be subject to the claims &f gieneral creditors of the Company as
provided in the Trust Agreement.

() The Company intends that the existence of thesflshall not alter the characterization of thenRis “unfunded” for purposes of the
Employee Retirement Income Security Act of 1974amended (“ERISA”), and shall not be construedrtivigle income to Plan Participants
prior to actual payment of the vested accrued hisntbiereunder.

NOW THEREFORE, the Company does hereby adopt thended and restated Plan as follows:
ARTICLE |
TITLE AND DEFINITIONS

1.1 Title
This Plan shall be known as the NIKE, Inc. Defer@ampensation Plan.

1.2 Definitions

Whenever the following words and phrases are uséuis Plan, with the first letter capitalized, ytehall have the meanings
specified below.

(@) “ Account” means for each Participant the bookkeeping adcomaintained by the Retirement Committee that éslited with
amounts equal to (1) the portion of the Particifza8alary that he or she elects to defer, (2) tntign of the Participans’ Bonus that he or s
elects to defer, (3) the portion of the Participmiricentive Payments that he or she elects tordgfethe portion of the Participant’s Fees that
he or she elects to defer, (5) the portion of thdi€ipant’s Long Term Incentive Payment that helwe elects to defer, (6) Company or
Participating Employer contributions, if any, madehe Plan for the Participant’s benefit, andg@justments to reflect deemed earnings
pursuant to Section 4.1(e).

(b) “ Actuarial Equivalent " means the actuarial present value determinedéwttuary appointed by the Company, in
accordance with generally accepted actuarial giesj with a discount for mortality using the 198&up Annuity Mortality Table and a
discount for interest at the 30-year Treasury f@tduly 1999 (5.98%).

(c) “ Beneficiary " or “Beneficiaries” means the beneficiary lastidested in writing by a Participant in accordandthw
procedures established by the Retirement Comntiiteeceive the benefits specified hereunder iretrent of the Participant’s death. No
Beneficiary designation shall become effectiveluhis filed with the Retirement Committee duritige Participant’s lifetime.

(d) “ Board of Directors ” or “Board” means the Board of Directors of then@many.
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(e) “Bonus” means any cash-based incentive compensationr(ththe Incentive Payments and Long Term Incentagnients)
that is payable to a Participant in addition to Flaticipant’s Salary.

(fH “ Change of Control” means any of the following:

(1) The purchase or other acquisition by any persaotity or group of persons, within the meaningettion 13(d) or 14(«
of the Securities Exchange Act of 1934, as ameftied‘Act”), or any comparable successor provisjaideneficial ownership (within the
meaning of Rule 13d-3 promulgated under the Actpdly percent or more of either the outstandingrsb of Class A and Class B common
stock or the combined voting power of the Compatiy&n outstanding voting securities entitled tcevgénerally;

(2) The approval by the stockholders of the Compafrgyreorganization, merger, or consolidation wébpect to which
persons who were stockholders of the Company imatelgli prior to such reorganization, merger or ctidation do not, immediately
thereafter, own more than fifty percent of the careld voting power entitled to vote generally in tHection of directors of the reorganized,
merged or consolidated Company’s then-outstandicgrgties;

(3) A liquidation or dissolution of the Company; or

(4) A sale of all or substantially all of the Comg& assets.
(9) “ Code” means the Internal Revenue Code of 1986, as aeaend
(h) “ Company” means NIKE, Inc. and any successor corporatiodIE, Inc.
() “ Company Stock” means NIKE, Inc. Class B common stock.

()) “ Compensation” means the Bonus, Incentive Payments, Fees, dady3hat the Participant earns for services regdi¢o the
Company or a Participating Employer. For purpodeSeations 6.2 and 7.2 only, “Compensation” alsudes Long Term Incentive
Payments.

(k) “ Consultant” means any person, including an advisor but exo@irectors, engaged by the Company or a Padtiirig
Employer to render services to the Company or tidifzating Employer and designated by the Retiren@ammittee as eligible to participe
in the Plan.

() “ Director " means a non-Employee member of the Board.

(m) “ Director’s 1999 Transition Retirement Benefit” means the Actuarial Equivalent of the DirectdRetirement Annuity as
determined on September 1, 1999, divided by threnfarket value of Company stock on September 19,188d stated in units representing
shares of Company Stock.



(n) “ Director’s Retirement Annuity " means the projected annual retirement benefiapleyto a Retired Director in the amount
of eighteen thousand dollars ($18,000), reduced@tmnately for each year of service completed &rector less than ten (but with no
benefit if five or fewer years of service).

(o) “ Disability " means a Participant’s long-term disability asiled in the Company’s or Participating Employedsd-term
disability plan for employees.

(p) “ Distributable Amount " means the amount credited to a Participant’s Aato

(q) “ Distribution Event " means, with respect to each Participant, theidjaaint’s termination of Service for any reason,
including Retirement, death or Disability, or, ffexified by the Participant, a specific date. Atiegrant’s Distribution Event election shall be
made in writing at such time, on such form and ecijo such terms and conditions as the Retire@enimittee may specify.

(r) “ Eligible Employee” means any Employee who is designated in writisglégible to participate in the Plan by the Retiemt
Committee from among a select group of managenremgbly-compensated Employees of the CompanyPRaréicipating Employer.

(s) “ Employee” means a common law employee of the Company artdipating Employer performing services regulanyhe
United States or, if not performing services regula the United States, a common law employethefCompany or Participating Employer
who is on U.S. payroll and participating in a Compaponsored Global Transfer Program.

(t) “ Fees” means, (i) in the case of n@mployee members of the Board, annual cash fedshgahe Company, including retair
fees, Retirement Committee fees and meeting fegd iy the Company as compensation for servindgierBoard, and (ii) in the case of any
other non-employee service provider, the cashgaasto such individual for services rendered ®@ompany.

(u) “ Fund ” or “Funds” means one or more of the investmentlfiselected by the Retirement Committee pursoabéction 3.3.

(v) “ Incentive Payment” means that portion of Compensation that is vaei@nd is directly related to a Participant’s sales
performance. Long Term Incentive Payments arenwtided in Incentive Payments for purposes of tha.P

(w) “ Initial Election Period " means the 30-day period following the Eligible fEloyee’s date of hire (or appointment to the
Board or commencement of services as a Consuétartpplicable) or, if later, upon first becomingHEigible Employee, Director or
Consultant.

(x) “ Investment Return” means, for each Fund, an amount equal to thégxeate of gain or loss on the assets of such foetd
of applicable fund and investment charges) from\dakation Date to the immediately following Valigat Date.
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(y) “Long Term Incentive Payment” means:
(1) an amount payable to a Participant under thegLBerm Incentive Plan;

(2) for payments made on or after August 1, 2084 mount payable to a Participant under a planagram established
a Participating Employer, and approved by the Caomiptn provide incentives to Employees of the Raréiting Employer to attain specified
performance targets over a multi-year period; and

(3) an amount payable under the NIKE, Inc. 199@IStacentive Plan pursuant to an award with terimélar to awards
made under the Long Term Incentive Plan.

(2) “ Long Term Incentive Plan” means the Long Term Incentive Plan of NIKE, Iras,amended from time to time.

(aa) “Participant ” means any Consultant, Director or Eligible Emm@eywho elects to defer Compensation in accordaitbe w
Section 3.1.

(bb) “ Participating Employer " means an entity directly or indirectly controllbgt the Company or in which the Company has a
significant equity or investment interest, whiclk fRetirement Committee has designated as a PatticgpEmployer in this Plan.

(cc) “Payment Commencement Date’means:

(1) in the case of distributions which are paidhie form of a cash lump sum payment under Secfiah®) and 7.1(b), as
soon as administratively practicable after the efnithe calendar quarter during which the Particigarminates Service;

(2) in the case of distributions which are paidhie form of quarterly installments under Sectich(&), on or before the
January 31 following the Plan Year during which Begticipant terminates Service;

(3) in the case of distributions on account of REamination, distributions otherwise payable undgror (2) may be
subject to earlier distribution at the discretidrite Committee.

(dd) “ Plan " means the NIKE, Inc. Deferred Compensation PEtrfarth herein, now in effect, or as amended ftome to time.
(ee) “Plan Year” means the calendar year.

(ff) “ Predecessor Plan$ means the NIKE, Inc. Supplemental Executive SaviRigas and the NIKE, Inc. Supplemental Execu
Profit Sharing Plan.

(g9) “ Profit Sharing Plan " means the 401(k) Savings and Profit Sharing RdafEmployees of NIKE, Inc.
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(hh) “ Retirement” means the Participant’s termination of employméat the time thereof the Participant has conguledt least
sixty (60) whole months of Service.

(i) “ Retired Director " or “Director’s Retirement” means the cessatioraddirector’s services on the Board on or after@lge
with ten (10) years of service, but no later thga @2 if the Director commenced service as a Diregfter the Company’s 1993 fiscal year.

(ih “ Retirement Committee” means the Retirement Committee appointed by ther®to administer the Plan in accordance with
Article VIII. Unless specified otherwise by the Bdathe “Retirement Committeeshall mean the Retirement Committee establishedrnuhd
Profit Sharing Plan.

(kk) “ Salary " means the Employee’s base salary for the Plam.\&sdary excludes any other form of compensatimh @5
restricted stock, proceeds from stock options acksaippreciation rights, severance payments, maaxpgnses, car or other special
allowance, adjustments for overseas employment tila@ the 12.5% transfer premium, or any otherwrtsincluded in an Eligible
Employees$ taxable income that is not compensation for sesviDeferral elections shall be computed befdiaganto account any reducti
in taxable income by salary reduction under Codsi@es 125 or 401(k), or under this Plan.

(Ih “ Service” means performance of services for the Compargiyding any entity that is directly or indirectlpmtrolled by the
Company or any entity in which the Company hagaiicant equity or investment interest, as detasdiby the Company for purposes of
this Plan) or a Participating Employer as an Emgdg\Director or Consultant.

(mm) “ Valuation Date ” means each date on which Accounts are valued REtieement Committee shall establish the Valuation
Dates under the Plan.

(1) For purposes of determining the value of eamftiéipant’s Account balance, the Valuation Date means eaghhda the
New York Stock Exchange is open for tradi

(2) For purposes of Unscheduled Withdrawals andtésieeable Emergencies, the Valuation Date meardatle the
Retirement Committee approves a request for an liénsded Withdrawal or Unforeseeable Emergency wétival.

(3) For purposes of calculating lump sum paymentieu Section 7.1, the Valuation Date means thedmgof the calendar
guarter preceding the Payment Commencement Date.

(4) For purposes of calculating the dollar amourguarterly installment payments, the Valuation ®ateans the Decemt
31 immediately preceding the year in which theahstents are paid. As of the last day of each adenuarter of each year in which
installments are paid, the dollar amount of therguily installment payment will be deducted frone tarticipant’s Account based on the
value of the Participant’'s deemed investments erakt day of the calendar quarter.
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(5) For purposes of determining the amount of thal installment payment, the Valuation Date methesDecember 31 of
the Plan Year in which the final installment paymisrmade. The final installment payment will baialto the Participant’s remaining
Account balance as of the Valuation Date.

(6) Any valuation under this Plan shall be basethenclosing market prices of the investment Funmdthe applicable
Valuation Date or, if the Valuation Date is notayan which the New York Stock Exchange is opertriading, the preceding such trading
day.

(7) Payment amounts and deductions from Accoumrtbased on asset values as of the Valuation Datetbough actual
payments to the Participant may be delayed fordamgistratively reasonable period of time to allfaw processing and reporting of payme
and withholding of applicable taxes.

ARTICLE Il
PARTICIPATION

2.1 Participation

An Eligible Employee, Director or Consultant sHadicome a Participant in the Plan by electing tedafportion of his or her
Compensation in accordance with Section 3.1.

ARTICLE Il
DEFERRAL ELECTIONS

3.1 Elections to Defer Compensation

(a) Initial Election Period Each Eligible Employee, Director or Consultantyretect to defer Compensation by filing an election
with the Retirement Committee that conforms tordguirements of this Section 3.1, on a form progidg the Retirement Committee, no
later than the last day of his or her Initial ElentPeriod. Until modified, Deferral Elections filavith respect to the 1998 Plan Year shall
supersede any and all prior deferral elections niradennection with the Predecessor Plans.

(b) General Rule The amount of Compensation that an Eligible Etygéo Director or Consultant may elect to defersisadlows:
(1) Any whole percentage of Salary up to 100%;

(2) Any whole percentage of Bonus up to 100%;
(3) Any whole percentage of Incentive PaymentsoupQ0%;

(4) Any whole percentage of Fees up to 100%;



provided, however, that no election under this i8ad.1 or Section 3.4 shall be effective to redimeCompensation and Long Term
Incentive Payments paid to an Eligible Employeari@mount that is less than the amount necessaaytapplicable employment taxes (e
FICA, hospital insurance) payable with respectitmants deferred hereunder, amounts necessaryisfysaty other benefit plan withholding
obligations, any resulting income taxes payablé& wespect to Compensation that cannot be so ddfeanel any amounts necessary to satisfy
any wage garnishment or similar type obligations.

(c) Minimum Deferrals For each full Plan Year during which the Eligillmployee is a Participant, the minimum dollar antou
that may be deferred under this Section 3.1 isGEb(®1,000 in the case of Directors and Consulfants

(d) Effect of Initial Election An election to defer Salary, Incentive PaymemtBees made during an Initial Election Period shall
be effective as to Salary, Incentive Payments,Faes earned beginning with the first pay periodrivégg after the Initial Election Period.
Employees who first became Eligible Employees dperPlan Year may make an election to defer Bonpagable in subsequent Plan Years
by making deferral elections in accordance withssgkions 3.1(e) and (f).

(e) Duration of Deferral ElectionA Compensation deferral election made under papdg(a) or paragraph (f) of this Section 3.1
shall remain in effect, notwithstanding any chamgthe Participant’s Compensation until modified@mminated as provided herein. A
Participant may irrevocably elect at any time tduee the percentage to be deferred from Salargnthe Payments, and Fees earned in the
remainder of the Plan Year to zero, but a Partitipgay not make any other election change duriRtaa Year. Subject to the minimum
deferral requirement of subsection (c) of this Bectthe percentage of Salary, Bonus, Incentivarigas and Fees designated by the
Participant for deferral may be modified by filiaghew election, in accordance with the terms o 8ection, with the Committee not later
than December 15 (or such earlier date as the Ctieemay establish) of the year immediately prawgtlie beginning of the Plan Year for
which the election shall be in effect. A Participameferral election shall terminate with respectuture Compensation upon the Participant’
ceasing to be an Eligible Employee, Director or §ldtant.

(f) Elections Other Than Elections During the liitElection Period Any Eligible Employee, Director or Consultant wizdls to
elect to defer Compensation during his or herdhHilection Period may subsequently become a Raatit by filing an election, on a form
provided by the Retirement Committee, to defer Censjation as described in paragraph (b) above. éatieh to defer Compensation must
be filed no later than December 15 (or such eadie as the Retirement Committee may establishidhbe effective for Salary, Incentive
Payments and Fees earned beginning with the fissppriod beginning on and after the beginnindhefriext succeeding Plan Year and for
any Bonus payable in the next succeeding Plan Year.




(9) Directots 1999 Transition ElectionAny Director as of September 1, 1999, shall haaele an election on or before Septen
24, 1999, to either remain eligible for the Dirgtadretirement Annuity or to convert such annudgythe Director's 1999 Transition
Retirement Benefit, in either case such benefitpagyable until the Director’'s Retirement. In theetan electing Director converted the
Director’s Retirement Annuity, such election shmlirrevocable and paid as provided herein.

3.2 Company or Participating Employer Contributions

(a) Eligibility . An Eligible Employee who qualifies for a contritmn for a Plan Year under the Profit Sharing Rlama
Participating Employer’s qualified retirement plémapplicable) shall be eligible for a CompanyRarticipating Employer contribution under
this Plan for such Plan Year if he or she eithem@kes a Deferral Election under 3.1 for the Paar, or (ii) receives compensation undel
Profit Sharing Plan (or Participating Employer’'satified retirement plan, if applicable) exceedihg Code § 401(a)(17) limit of $200,000 (as
indexed) for its Plan Year, or both.

(b) Contribution. An Eligible Employee who is eligible under sultsmt 3.2(a) shall be credited with a “Restoratiom@unt” for
each Plan Year. “Restoration Amount” means the arnby which the Eligible Employee’s allocated shaf¢he “Profit Sharing
Contribution” (as defined in the Profit Sharing ®lar the Participating Employer’s qualified retirent plan) for the corresponding Plan Year
under the Profit Sharing Plan or Participating Eoypl’s qualified retirement plan would be highecafculated on the basis of Compensation
as defined in this Plan (i) determined before aduction for deferral of Compensation under th&nPand (ii) without regard to the Code §
401(a)(17) limit.

(c) Discretionary Contributionslin addition to contributions in accordance wittcgon 3.2(b), the Company or Participating
Employer may, in its sole discretion, make disomdiry contributions to the Accounts of one or nidagticipants at such times and in such
amounts as the Board, the Participating Employéh@Retirement Committee may determine.

(d) Directors Retirement Contributionln addition to any contributions made in accoawith Sections 3.2 (ag), the Compan
shall credit to the Accounts of any electing Dicgdhe number of shares of Company Stock equivadetite electing Director’'s 1999
Transition Retirement Benefit. The Company may dbuate such shares corresponding to the totalldhalelecting Director’s benefits, at
such time and in such amount as the Board or timen@itiee may determine, provided that any shareoatributed shall remain in the name
of the Company (or any trust established by the @y for this purpose), and shall be its sole pityga which no electing Director shall
have any separable interest.




3.3 Investment Elections

(a) Hypothetical Investment Fund$he Retirement Committee may, in its discretjmoyvide each Participant with a list of
investment Funds available for hypothetical investtmand the Participant may designate, in a maspesified by the Retirement
Committee, one or more Funds that his or her Actailhbe deemed to be invested in for purposedaiérmining the amount of earnings to
be credited to that Account. The Retirement Conarithay, from time to time, in its sole discretietest a commercially available fund to
constitute the Fund actually selected. The InvestrReturn of each such commercially available fahdll be used to determine the amount
of earnings to be credited to Participants’ Acceumider Section 4.1(e).

(1) Deemed Investment Electionsy making the designation pursuant to this Sec8@, the Participant may specify that
all or any 1% multiple of his or her Account be ohegl to be invested in one or more of the Fundsedfey the Retirement Committee.
Subject to such limitations and conditions as th&#rBment Committee may specify, a Participant atzgnge the designation made under this
Section 3.3 in such manner and at such time orstimsethe Retirement Committee shall specify. lagi€ipant fails to elect a Fund under this
Section 3.3, or if the Retirement Committee shatlprovide Participants with a list of Funds purgu®a this Section 3.3, the Participant shall
be deemed to have elected a money market fund.

(2) No Company ObligationThe Company may, but need not, acquire investsmantesponding to those designated by
the Participants hereunder, and it is not underadotigation to maintain any investment it may makey such investments, if made, shall be
in the name of the Company, and shall be its sapayty in which no Participant shall have any ieg.

(b) Directot's Plan InvestmentsA 1999 Director’s Transition Retirement Plan Sedzaunt shall be maintained on behalf of each
Director participating in the Plan. The entiretyanf electing Director’'s 1999 Transition RetiremBenefit shall be maintained in the 1999
Transition Retirement Plan Subaccount, reflectirgriumber of shares of Company Stock in which kbetiag Director is vested and entitled
to under the Plan as his or her 1999 Transitioir&aent Benefit. The subaccount balance shall lpeessed in units (denominated in shares
of Company Stock). The number of units reflectednrelecting Director’s 1999 Transition RetiremBehefit subaccount shall be
appropriately adjusted periodically to reflect atiyidend, split, splitip or any combination or exchange, however, accisimgd, with respe:
to the shares of Company Stock represented by usith

3.4 Deferral of Long Term Incentive Payments

(a) Deferral Permitted A Participant who is eligible for a potential Lgpiterm Incentive Payment may elect to defer reaifite
Long Term Incentive Payment under the provisionthisf Section 3.4. The deferral election shall Xgressed as a percentage of the potential
Long Term Incentive Payment, in a whole percentaggeieen zero and 100.
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(b) Timing of Deferral-General Rule Long Term Incentive Payments generally are madeugust of each year, based on actual
financial performance compared against targetbbksiti@d by the Company or Participating Employertfie@ Company’s or Participating
Employers three preceding fiscal years. In order to deféicgated Long Term Incentive Payments under B, a Participant must mak
deferral election no later than the December 15oh earlier date as the Retirement Committeeestablish) of the second calendar year
preceding the calendar year in which the Long Terentive Payment (if any) is payable. For examfaethe Long Term Incentive Payme
that is anticipated to be paid in August 2004 ,dbterral election would have to be made no laten thecember 15, 2002. However, if the
Company or Participating Employer provides for paitd interim payouts of Long Term Incentive Paynseat the end of the first fiscal year
of a multi-year award period, then a Participanymeke a deferral election with respect to sucbtamial first year interim payout at any
time up to December 15 (or such earlier date aR#ieement Committee may establish) of the fiedendar year preceding the calendar year
in which the interim payout (if any) is payable.

(c) Form of Deferral In order to defer Long Term Incentive Payments this Plan, the Participant must irrevocably age
receive the Long Term Incentive Payment in the fofroash and not as Company stock.

(d) Duration of Deferral ElectionA deferral election under this Section 3.4 shathain in effect from year to year until modified
or terminated as provided herein. The percentad®iof Term Incentive Payments designated by thedijaant for deferral may be modified
by filing a new election, in accordance with thente of this Section 3.4, with the Retirement Contaitnot later than December 15 (or such
earlier date as the Retirement Committee may éskglaf the second calendar year (or, with resfiepbtential first year interim payouts
described in Section 3.4(b), December 15 of thet fialendar year) preceding the beginning of tiaa Rlear for which the election shall be in
effect.

(e) Irrevocable ElectionOnce the deadline established by the Retirementrfiittee for making or modifying a deferral eleatio
has passed, a Participant’s election to deferpeoéia Long Term Incentive Payment under this Farrevocable with respect to the Long
Term Incentive Payment to which the deferral etectelates.

(f) Administration. Long Term Incentive Payments deferred underdbdion shall be accounted for as part of the &patint’'s
Account and subject to the investment, distributeomd other provisions applicable to such Accounts.

ARTICLE IV
ACCOUNTS

4.1 Participant Accounts

The Retirement Committee shall establish and miaista Account for each Participant under the Piaath Participant’'s Account
may be further divided into separate subaccoumsgstment fund subaccounts”), corresponding testwment Funds elected by the
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Participant pursuant to Section 3.3 or as otherdétermined by the Retirement Committee to be rsacgr appropriate for proper Plan
administration. A Participant’s Account shall bedited as follows:

(a) Salary, Incentive Payments and Fees Deferssdssoon as practicable following the end of eagplicable pay period, the
Retirement Committee shall credit the investmentifsubaccounts of the Participant’s Account witlaarount equal to Salary, Incentive
Payments or Fees deferred by the Participant dech pay period in accordance with the Participaai¢ction; that is, the portion of the
Participant’s deferred Salary, Incentive Paymentsaes that the Participant has elected to be diéurige invested in a certain type of
investment Fund shall be credited to the investriemd subaccount corresponding to that investmantlF

(b) Bonus Deferrals As soon as practicable after each Bonus or p&tiaus would have been paid, the Retirement Cotemit
shall credit the investment fund subaccounts oPasicipant’s Account with an amount equal toploetion of the Bonus deferred by the
Participant’s election; that is, the portion of farticipant’s deferred Bonus that the Participeas elected to be deemed to be invested in a
certain type of investment Fund shall be creditethé investment fund subaccount correspondingabitvestment Fund.

(c) Company or Participating Employer Contributiohs soon as practicable after the last day oPla@ Year or such earlier time
or times as the Retirement Committee may deterntii@eRetirement Committee shall credit the invesiinfiend subaccounts of the
Participant’s Account with an amount equal to tbetipn, if any, of any Company or Participating Hoygr contribution made to or for the
Participant’s benefit in accordance with Sectia?y ghat is, the portion of the Participant’s Comypan Participating Employer contribution, if
any, that the Participant has elected to be de¢mbed invested in a certain type of investment Fsimall be credited to the investment fund
subaccount corresponding to that investment Fund.

(d) Long Term Incentive Paymentés soon as practicable after Long Term Incerflagments are declared and payable, the
Committee shall credit the investment fund subantoaf the Participant’s Account with an amountada the portion of the Long Term
Incentive Payment deferred by the Participant’'st@da under Section 3.4.

(e) Investment ReturnsOn each Valuation Date, each investment fund&duant of a Participant’s Account shall be adjusted
deemed Investment Returns in an amount equal talétarmined by multiplying the balance creditedtoh investment fund subaccount as
of the preceding Valuation Date by the InvestmestiuRh for the corresponding Fund selected by thagzmy.
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ARTICLE V
VESTING

5.1 Account

(a) Compensation Deferral#\ Participant's Account attributable to Compermateferred by a Participant pursuant to the terms
of this Plan, together with any amounts creditetheoParticipant’'s Account under Section 4.1(ehwéspect to such deferrals, shall be 100%
vested at all times.

(b) Company or Participating Employer Contributiotidnless specified otherwise by the Board, a Fpdimmg Employer or the
Retirement Committee, the value of a ParticipaAtsount attributable to any Company or Participguimployer contributions pursuant to
Section 3.2, together with any amounts creditettiéoParticipant’s Account under Section 4.1(e) wibpect to such amounts, shall be vested
in the same proportion as the profit-sharing cbotions made to the Participant’s account in thediP8haring Plan or in the Participating
Employer’s qualified retirement plan for the copesding plan year.

(c) Director's 1999 Transition Retirement Plan Investmemta electing Director’s 1999 Transition Retirem&gnefit, together
with any earnings thereon, shall be 100 percertedest all times.

(d) Long Term Incentive Payment3he portion of a Participant’s Account attribdeato Long Term Incentive Payments deferred
by the Participant pursuant to Section 3.4, togethih any investment returns credited to the gréint's Account under Section 4.1(e) with
respect to such amounts, shall be 100 percentdrastl times.

ARTICLE VI
GENERAL DUTIES

6.1 Trustee Duties

The Trustee shall manage, invest and reinvest thet Fund as provided in the Trust Agreement. ThustEe shall collect the
income on the Trust Fund, and make distributioesetftom, all as provided in this Plan and in thestrAgreement.

6.2 Company Contributions

While the Plan remains in effect, the Company stmalke contributions to the Trust Fund at least aazh quarter. As soon as
practicable after the close of each Plan quatterQompany shall make an additional contributiotheoTrust Fund to the extent that previous
contributions to the Trust Fund for the currentrRi@arter are less than the total of the Compemsadtferrals made by each Participant plus
Company or Participating Employer contributionsarify, accrued as of the close of the current Pleantgr. The Trustee shall not be liable for
any failure by the Company to provide contributisngficient to pay all accrued benefits under thenkn accordance with the terms of this
Plan.
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6.3 Department of Labor Determination

In the event that any Participants are found tmbkgible, that is, not members of a select groimanagement or highly
compensated employees, according to a determinaiaie by the Department of Labor, the Retiremem@itee shall take whatever steps
it deems necessary, in its sole discretion, totaflyi protect the interests of all Participants.

ARTICLE VII
DISTRIBUTIONS

7.1 Distribution of Deferred Compensatien Termination of Service
(a) Retirement; Disability; Death

(1) Form of PaymentIn the event a Participant’s Service terminatea gesult of Retirement, long-term disability (as
defined in the Company’s or Participating Emplogdong-term disability plan for its employees) eath, and provided further that such
Participant does not return to Service prior toRlagment Commencement Date, the Participant’'sibigatble Amount shall be paid to the
Participant (and after his or her death to hiserBeneficiary) in substantially equal quarterlgtadlments over 15 years beginning on his or
her Payment Commencement Date. If the Particip&isgibutable Amount is paid in installments, farticipant's Account value shall
continue to be adjusted for investment returnsyamsto Section 4.1(e) of the Plan and the inst&iinamount shall be adjusted as of each
December 31 for installments payable in the folligwear to reflect gains and losses until all ant®aredited to the Participant’s Account
under the Plan have been distributed. Notwithstamthie foregoing, a Participant may, in lieu of merdy installments over 15 years, elect a
cash lump sum payment or quarterly installments éve or 10 years by filing an election with thetRement Committee within 30 days of
the date he or she first becomes a Participant.

(2) Change in FormA Participant may change his or her form of disttion under this subsection 7.1(a) provided thiat
or her change is filed with the Retirement Commaiti least one year prior to his or her Paymentr@entement Date; otherwise, the most
recent distribution election made by the Partictpare (1) or more years prior to the Payment Conuaerent Date shall govern.

(3) Small Benefit AmountsNotwithstanding the foregoing, if the Particigaristributable Amount is $25,000 or less, the
Distributable Amount shall automatically be distribd in the form of a cash lump sum as soon asrasimtively practicable after the
Participant’s Payment Commencement Date.

(4) Section 162(m) Amounts payable pursuant to this subsection Y shall be subject to the limitation on payout unde
Section 7.5.
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(b) Other Termination In the case of a Participant whose Service teatamfor any reason other then Retirement, long-ter
disability, or death, the Participant’s DistribuaBmount shall be paid to the Participant in tbef of a cash lump sum on the Participant’s
Payment Commencement Date, provided that no sethbdition shall occur in the event the Participattirns to Service prior to the
Payment Commencement Date.

(c) Death While Receiving Benefitsf the Participant is in pay status at the tinhel@ath, the Beneficiary shall be paid the
remaining quarterly installments as they come due.

7.2 Scheduled and Unscheduled Withdrawals

(a) Scheduled WithdrawalsA Participant may, in connection with his or i@mpensation deferral election for a Plan Year,
specify a withdrawal (a “Scheduled Withdrawadf)all of his or her Account attributable to Compation deferred for such Plan Year, sut
to the following restrictions:

(1) Three Year RuleA Participant’s Scheduled Withdrawal election tepecify a Scheduled Withdrawal date that is on a
December 31 at least three years after the datel¢legon is received by the Company.

(2) Procedure The election to take a Scheduled Withdrawal dimlnade by filing a form provided by and filedwihe
Retirement Committee.

(3) Amount Distributable The amount payable to a Participant in conneatiith a Scheduled Withdrawal shall in all ca
be 100 percent of the Compensation deferred foPthe Year to which the Scheduled Withdrawal etectipplies, together with any earnir
credited to such deferrals pursuant to Sectiore},. tietermined as of the Scheduled Withdrawal gaitesided that:

(A) at the time of making a deferral election undeticle 1ll, a Participant may make a differenttféduled
Withdrawal election for Long Term Incentive Paynsetitan for other forms of Compensation deferredHerPlan Year;
and

(B) no portion of the Account attributable to Compar Participating Employer contributions descdlie Section
3.2, if any, shall be eligible for Scheduled Withahal.

(4) PostponementA Participant may, at least one year prior tabe®luled Withdrawal date, revoke his or her Schestiul
Withdrawal election in favor of a later Scheduledthlirawal date that is at least one year lateryiges that a Participant may not postpone a
Scheduled Withdrawal more than twice.

(5) Form. Subject to Section 7.5, payment of a Scheduletidkawal shall be made in a single lump sum as sson
administratively practicable after the Scheduledhdfiawal date.
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(6) Effect of Termination A Participant’s Scheduled Withdrawal electionlshacome void and of no effect upon
termination of the Participant’s Service for anggen before the Participant’'s Scheduled Withdralag. In such event, the distribution
provisions of Section 7.1 shall apply.

(b) Unscheduled WithdrawaldParticipants may request a withdrawal of amotnet® their Accounts attributable to Compensa
deferrals prior to termination of Service (an “Uneduled Withdrawal”) or a Scheduled Withdrawal. bpeceiving an Unscheduled
Withdrawal request, the Retirement Committee dhetérmine, in its discretion as applied in a umif@nd nondiscriminatory manner,
whether to permit any such Unscheduled Withdrawdltae amount, if any, to be withdrawn, subjedhifollowing restrictions:

(1) Procedure The election to take an Unscheduled Withdrawalldfe made by filing a form provided by and fileith
the Retirement Committee.

(2) Amount. The amount payable to a Participant in connectiibh an Unscheduled Withdrawal shall in all casgsal
90% of the amount requested by the Participarif tasser, 90% of the Unscheduled Withdrawal am@pnutroved by the Retirement
Committee; provided, however, that the maximum amb@ayable to a Participant in connection with arstheduled Withdrawal shall be
90% of the Distributable Amount as of the Valuatate for Unscheduled Withdrawals, and providethier, that no portion of the amount
attributable to Company or Participating Employentcibutions pursuant to Section 3.2, if any, shalkeligible for an Unscheduled
Withdrawal.

(3) Forfeiture. If a Participant receives an Unscheduled With@latihe remaining portion of the requested or apgdo
amount, as applicable (i.e., 10% of such amouh§ll e permanently forfeited and neither the Comypzor a Participating Employer shall
have any obligation to the Participant or his Baiafy with respect to such forfeited amount. Then{pany may use the forfeitures to pay
Plan expenses, to reduce future Company contrigitior for any other legal purpose, consistent tiehterms of the Trust.

(4) Suspension of Participatioff a Participant receives an Unscheduled Withddathe Participant shall be ineligible to
Participate in the Plan for the balance of the Maar in which the Unscheduled Withdrawal occurd #re following Plan Year.

(5) Limit on Unscheduled Withdrawal®\ Participant shall be limited to two UnscheduW@thdrawals during the entire
period of his or her Plan participation.

(6) Partial Unscheduled Withdrawal&\n Unscheduled Withdrawal pursuant to this Sec#® of less than 90% of the
Participant’s Distributable Amount shall be made mta from his or her assumed investments acaptdithe balances in such investments
as of the Valuation Date for Unscheduled Withdraw8ubject to the foregoing and subject to therBatent Committee’s approval, payment
of any amount with respect to which a Participaat filed a request under this Section 7.2 shathhde in a single cash lump sum as soon as
administratively practicable after the Unschedu¢ithdrawal election is approved by the Retiremeaimtittee.
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7.3 Unforeseeable Emergency

The Retirement Committee may, pursuant to ruleptdbby it and applied in a uniform manner, aceéethe date of distribution
of a Participant’s Account because of an Unforelslesamergency at any time. “Unforeseeable Emerdgesttgll mean an unforeseeable,
severe financial condition resulting from (a) adernl and unexpected iliness or accident of theddaatit or his or her dependent (as defined
in Section 152(a) of the Code); (b) loss of thetiigant’s property due to casualty; or (c) othiemikar extraordinary and unforeseeable
circumstances arising as a result of events bejfendontrol of the Participant, but which may netrblieved through other available
resources of the Participant, as determined bRr#tgement Committee in accordance with unifornesuddopted by it. Unless the Retirerr
Committee, in its discretion, determines otherwistribution pursuant to this subsection of ldemtthe Participant’s entire interest in the
Plan shall be made pro rata from his or her assunvesdtments according to the balances in suctstments as of the Valuation Date for
Unforeseeable Emergencies. Subject to the foregpaygment of any amount with respect to which diépant has filed a request under this
subsection shall be made in a single cash lumpasugoon as administratively practicable after tagr@nent Committee approves the
Participant’s request.

7.4 Change of Control

Notwithstanding anything in this Article 7 to thertrary, including, but not limited to, Section hélow, the Distributable
Amount shall be paid to each Participant, or toBkeeficiary of each deceased Participant, witli8ys after the date of a Change of
Control. Such amount shall be paid in such forrelasted by the Participant with respect to a digtion by reason of the Participant’s
Retirement or, if no such election has been filed lump sum.

7.5 Section 162(m) Limitation

If the Retirement Committee determines in goodhfaiior to a Change of Control that there is aoeable likelihood that all or
any portion of any payment of benefits under thisofe 7 to a Participant would not be deductitde federal income tax purposes by the
Company or a Participating Employer because ah#dtion on the total amount of the Participaneésidctible compensation from the
Company or the Participating Employer, including ather such compensation already paid to the djsatit earlier in the same fiscal yea
the Company or Participating Employer, the follogvshall apply:

(a) Deferred PaymentPayment of the non-deductible amount shall berded until the first day of the following fisca¢gr of the
Company or Participating Employer that employsRhaeticipant;

(b) Additional Deferral If the amount deferred under subsection (a) weultbed the limitation of the total amount of the
Participant’s deductible compensation from the Canypor Participating Employer for the followingda year, the excess shall be deferred
to the first day of the succeeding fiscal year lch the deductibility of compensation paid or galgato the Participant will not be so limited,
subject to subsection (c);
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(c) Limit on Deferral. In no event shall any payment be deferred uridsrSection 7.5 more than three years from the date
scheduled for payment under this Section 7;

(d) Investment ReturnsAdjustment for earnings shall continue to be eggplinder Section 4.1(e) during the period of defer
under this Section 7.5.

7.6 Inability To Locate Participant

In the event that the Retirement Committee is un&blocate a Participant or Beneficiary within tyears following the
Participant’s Distribution Event, the amount alltszhto the Participant’'s Deferral Account shallfteeited. If, after such forfeiture, the
Participant or Beneficiary later claims such bensfich benefit (calculated immediately prior te fbrfeiture) shall be reinstated without
interest or earnings.

ARTICLE VIII
ADMINISTRATION

8.1 Retirement Committee

A Retirement Committee shall be appointed by, ardesat the pleasure of, the Board. The numberasfibers comprising the
Retirement Committee shall be determined by thee@®omhich may from time to time vary the numbemnwmbers. A member of the
Retirement Committee may resign by delivering atemi notice of resignation to the Board. The Baaay remove any member by deliver
a certified copy of its resolution of removal tachunember. Vacancies in the membership of the &aént Committee shall be filled
promptly by the Board.

8.2 Retirement Committee Action

The Retirement Committee shall act at meetingsflyreative vote of a majority of the members of tRetirement Committee.
Any action permitted to be taken at a meeting mayalien without a meeting if, prior to such actianyritten consent to the action is signed
by all members of the Retirement Committee and surditen consent is filed with the minutes of thegeedings of the Retirement
Committee. A member of the Retirement Committed! stwd vote or act upon any matter which relatdslgao himself or herself as a
Participant. The chairman or any other member anbegs of the Retirement Committee designated bglth@man may execute any
certificate or other written direction on behalftbé Retirement Committee.

8.3 Powers and Duties of the Retirement Committee

(a) General The Retirement Committee, on behalf of the Pigidiats and their Beneficiaries, shall enforce ttza fh accordance
with its terms, shall be charged with the genedahiaistration of the Plan and shall have all powersessary to accomplish its purposes,
including, but not by way of limitation, the follamg:

(1) To select the funds to be the Funds in accaelarith Section 3.3 hereof;
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(2) To construe and interpret the terms and promssof this Plan;
(3) To amend, modify, suspend or terminate the Platcordance with Section 9.4;

(4) To compute and certify the amount and kindexidfits payable to Participants and their Benefiesaand to direct the
Trustee as to the distribution of Plan assets;

(5) To maintain all records that may be necessaryhie administration of the Plan;

(6) To provide for the disclosure of all informatiand the filing or provision of all reports andtsiments to Participants,
Beneficiaries or governmental agencies as shakeired by law;

(7) To make and publish such rules for the regotatif the Plan and procedures for the administmaticthe Plan as are not
inconsistent with the terms hereof; and

(8) To appoint a plan administrator or any othezrdgand to delegate to them such powers and dat@mnection with th
administration of the Plan as the Retirement Comemitmay from time to time prescribe.

8.4 Construction and Interpretation

The Retirement Committee shall have full discretimeonstrue and interpret the terms and provisadrikis Plan, which
interpretation or construction shall be final amdding on all parties, including but not limitedttte Company, the Participating Employers,
and any Participant or Beneficiary. The Retirem@ainmittee shall administer such terms and provssiara uniform and nondiscriminatory
manner and in full accordance with any and all lapglicable to the Plan.

8.5 Information

To enable the Retirement Committee to performutsfions, the Company and Participating Employkadl supply full and
timely information to the Retirement Committee dimaatters relating to the Compensation of all Rgrants, their death or other cause of
termination, and such other pertinent facts afirement Committee may reasonably require.

8.6 Compensation, Expenses and Indemnity

(a) The members of the Retirement Committee skalleswithout compensation for their services hedean
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(b) The Retirement Committee is authorized at ttpeease of the Company to employ such legal cowassélmay deem advisable
to assist in the performance of its duties hereurielgpenses and fees in connection with the adinatisn of the Plan shall be paid by the
Company.

(c) To the extent permitted by applicable state lgn@ Company and Participating Employers shakindify and save harmless
the Retirement Committee and each member theteBoard and any delegate of the Retirement Comenitho is an employee of the
Company or a Participating Employer against anyahexpenses, liabilities and claims, includingdéfees to defend against such liabilities
and claims arising out of their discharge in goaithfof responsibilities under or incident to tHarR? other than expenses and liabilities ari:
out of willful misconduct. This indemnity shall npteclude such further indemnities as may be availander insurance purchased by the
Company or a Participating Employer or providedhms Company or a Participating Employer under aylgvis, agreement or otherwise, as
such indemnities are permitted under state law.

8.7 Quarterly Statements

Under procedures established by the Retirement Gtteana Participant shall receive a statement veéiipect to such
Participant’s Account on a quarterly basis.

ARTICLE IX
CLAIMS PROCEDURE

9.1 Submission of Claim

Benefits shall be paid in accordance with the miovis of this Plan. The Participant, or any perdaming through the
Participant, (“Claiming Party”) shall make a writteequest for benefits under this Plan, mailedadivdred to the Retirement Committee.
Such claim shall be reviewed by the Retirement Cdtemor its delegate.

9.2 Denial of Claim

If a claim for payment of benefits is denied inl fol in part, the Retirement Committee or its dategshall provide a written notice
to the Claiming Party within ninety (90) days swtforth: (a) the specific reasons for denial;dby additional material or information
necessary to perfect the claim; (c) an explanaifomhy such material or information is necessand &) an explanation of the steps to be
taken for a review of the denial. A claim shallde=med denied if the Retirement Committee or ilsgdge does not take any action within
aforesaid ninety (90) day period).

9.3 Review of Denied Claim

If the Claiming Party desires review of a deniedirol, the Claiming Party shall notify the Retirem@aimmittee or its delegate in
writing within sixty (60) days after receipt of theitten notice of denial. As part of such writtguest, the Claiming Party may request a
review of the Plan document or other pertinent doents, may submit any written issues and commantsmay request an extension of ti
for such written submission of issues and comments.
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9.4 Decision upon Review of Denied Claim

The decision on the review of the denied claimIdimrendered by the Retirement Committee withitysi60) days after receipt
of the request for review. The decision shall baiiiting and shall state the specific reasonsHierdecision, including reference to specific
provisions of the Plan on which the decision iscolas

ARTICLE X
MISCELLANEOUS

10.1 Unsecured General Creditor

Participants and their Beneficiaries, heirs, susmess and assigns shall have no legal or equitaddies, claims, or interests in any
specific property or assets of the Company or anyi¢ipating Employer. No assets of the Compang Barticipating Employer shall be held
in any way as collateral security for the fulfijrof the obligations of the Company under this PRy and all of the Company’s and
Participating Employers’ assets shall be, and renthé general unpledged, unrestricted assetsedfttimpany or Participating Employers, as
applicable. The Company’s obligation under the Rlaall be merely that of an unfunded and unsecpirechise of the Company to pay
money in the future, and the rights of the Paréinig and Beneficiaries shall be no greater thagetlod unsecured general creditors.

10.2 Restriction Against Assignment

The Company shall pay all amounts payable hereurdgrto the person or persons designated by tae &id not to any other
person or corporation. No part of a Participanttsdunt shall be liable for the debts, contracterayagements of any Participant, his or her
Beneficiary, or successors in interest, nor sh&agicipant’s Account be subject to executiondayyl attachment, or garnishment or by any
other legal or equitable proceeding, nor shall sugh person have any right to alienate, anticigatemute, pledge, encumber, or assign any
benefits or payments hereunder in any manner weagsolf any Participant, Beneficiary or succesaadnterest is adjudicated bankrupt or
purports to anticipate, alienate, sell, transfesjgn, pledge, encumber or charge any distributigpayment from the Plan, voluntarily or
involuntarily, the Retirement Committee, in itsdistion, may cancel such distribution or paymentfoy part thereof) to or for the benefit of
such Participant, Beneficiary or successor in @gein such manner as the Retirement Committeé dinedt.

10.3 Withholding

There shall be deducted from each payment made timel®lan all taxes, which are required to be étd by the Company in
respect to such payment. The Company shall haveghtto reduce any payment by the amount of casficient to provide the amount of
said taxes.

21



10.4 Amendment, Modification, Suspension or Terridama

The Retirement Committee may amend, modify, suspenerminate the Plan in whole or in part, exabpt no amendment,
modification, suspension or termination shall haxg retroactive effect to reduce any amounts alémtto a Participant’s Account, provided
that a termination or suspension of the Plan orRlay amendment or modification that will signifitly increase costs to the Company shall
be approved by the Board. In the event that thas I terminated, the timing of the dispositiorttf amounts credited to a Participant’s
Account shall occur in accordance with Section ubject to earlier distribution at the discretadrihe Retirement Committee.

10.5_Governing Law
This Plan shall be construed, governed and adraneidtin accordance with the laws of the State efon.

10.6 Receipt or Release

Any payment to a Participant or the Participantn8ficiary in accordance with the provisions of Bian shall, to the extent
thereof, be in full satisfaction of all claims agstithe Retirement Committee, the Company, an®#récipating Employers. The Retirement
Committee may require such Participant or Bendfjcias a condition precedent to such payment, écue a receipt and release to such
effect.

10.7_Payments on Behalf of Persons Under Incapacity

In the event that any amount becomes payable uhdd?lan to a person who, in the sole judgmert®@Retirement Committee,
considered by reason of physical or mental conditiobe unable to give a valid receipt therefdne,Retirement Committee may direct that
such payment be made to any person found by theeRetint Committee, in its sole judgment, to hawuased the care of such person. Any
payment made pursuant to such determination sbiadititute a full release and discharge of the Betéimt Committee, the Company, and the
Participating Employers.

10.8 No Employment Rights

Participation in this Plan shall not confer upow person any right to be employed by the Comparey Barticipating Employer or
any other right not expressly provided hereunder.

10.9 Headings, etc. Not Part of Agreement.

Headings and subheadings in this Plan are instotembnvenience of reference only and are not todresidered in the
construction of the provisions hereof.
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10.10 Tax Liabilities from Plan

If, due to a change in applicable law or regulaionenforcement activity by the Internal Revenaevige, all or any portion of a
Participant’s benefit under this Plan generatesi@ ®r federal income tax liability to the Pagant prior to receipt, the provision or
provisions of the Plan that would generate suchttax shall be considered null and void to the mixtend only to the extent, necessary to
avoid the tax liability. If, notwithstanding thetams taken to avoid the tax liability, a tax libtyiis generated before a Participant is eligital
receive a Plan benefit, each affected Participaayt petition the Retirement Committee for a distiitnu of funds sufficient to meet such
liability (including additions to tax, penaltieschimterest). Upon the grant of such a petition,clilgrant shall not be unreasonably withheld,
the Company shall distribute to the Participant ediately available funds in an amount equal to Braaticipant’s federal, state and local tax
liability associated with such taxation, which liglg shall be measured by using that Participatiiesn current highest federal, state and local
marginal tax rate, plus the rates or amounts ferajplicable additions to tax, penalties and isterkt the discretion of the Company, this
distribution may or may not include an additionadcaunt to “gross up” the tax liability distributido include all applicable taxes on the tax
liability distribution and the grossed up amouhthk petition is granted, the tax liability digtation (including gross-up) shall be made as
soon as practicable after the date when the Raatits petition is granted. Such a distribution shaluee the benefits to be paid under Art
VIl of the Plan.

IN WITNESS WHEREOF, the Company has caused thisithent to be executed by its duly authorized offmethis day of
, 2004.

NIKE, INC.

By:

Title:
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EXHIBIT 12.1
NIKE, INC. COMPUTATION OF RATIO OF EARNINGS TO FIXE D CHARGES

Year Ended May 31,

2004 2003 2002
(In millions)
Net income $ 945.¢ $ 474.( $ 663.%
Income taxe: 504.¢ 382.¢ 349.(
Cumulative effect of accounting char — 266.1 5.C
Income before income taxes and cumulative effeetcobunting chang 1,450.( 1,123.( 1,017
Add fixed charge:
Interest expense (£ 40.€ 43.7 49.2
Interest component of leases | 68.¢ 61.1 53.2
Total fixed charge 109.t 104.¢ 102.¢
Earnings before income taxes and fixed charge: $1,559.: $1,227.( $1,118.:
Ratio of earnings to total fixed charg 14.2 11.7 10.€

(A) Interest expense includes interest both expensg¢dagitalized
(B) Interest component of leases includes-third of rental expense, which approximates therggt component of operating leas
(C) Earnings before income taxes and fixed chargescsigive of capitalized interes



EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

NIKE, Inc. has 41 wholly-owned subsidiaries, 7 dfieh operate in the United States, and 34 of whjpdrate in foreign countries. All
of the subsidiaries, except for NIKE IHM, Inc., &xilnsurance, Inc., and NIKE Suzhou Sports Co. tadry on the same line of business,
namely the design, marketing, distribution and sélathletic and leisure footwear, apparel, acaésspand equipment. NIKE IHM, Inc., a
Missouri corporation, manufactures plastics and@ate shoe cushioning components. Triax Insuramae, & Hawaii corporation, is a capt

insurance company that insures the Company foaicerisks. NIKE Suzhou Sports Co. Ltd., a Chinesgaoration, manufactures footwear in
the People’s Republic of China.



EXHIBIT 31

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 8002

[, Philip H. Knight, certify that:
1. | have reviewed this annual report on Form 16fKIKE, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmn#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 report;

3. Based on my knowledge, the financial statememid,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, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)}Heregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this report is being prepared;

b) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

¢) disclosed in this report any change in the teayig's internal control over financial reportifttgat occurred during the registrast’
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 regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anldve disclosed, based on our most recent evaluatimternal 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 weads®s in the design or operation of internal cortvelr financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

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

Date: July 30, 2004

/s PHILIP H. K NIGHT
Philip H. Knight
Chief Executive Officer




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

I, Donald W. Blair, certify that:
1. I have reviewed this annual report on Form 16fKIKE, Inc.;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,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, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedaotes designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsibsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; and

¢) disclosed in this report any change in the teayig's internal control over financial reportiftgat occurred during the registrast’
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&y) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrang other certifying officer and | have disclosedsdrhon our most recent evaluation of internal @mtver financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

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

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

Date: July 30, 2004
/s DoNALD W. B LAIR

Donald W. Blair
Chief Financial Officer




EXHIBIT 32

Pursuant to 18 U.S.C. Section 1350, as createdbtjdd 906 of the Sarbanes-Oxley Act of 2002, tileiing certifications are being
made to accompany the Registrant’s annual repofioom 10-K for the fiscal year ended May 31, 2004:

Certification of Chief Executive Officer

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

(i) the Annual Report on Form 10-K of the Compaaythe fiscal year ended May 31, 2004 (the “Repdttlly complies with the
requirements of Section 13(a) or Section 15(dppgdicable, of the Securities Exchange Act of 1@&amended; and

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

Dated: July 30, 2004 /s/  PHILIP H. K NIGHT
Philip H. Knight
Chief Executive Office




Certification of Chief Financial Officer

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

(i) the Annual Report on Form 10-K of the Compaaythe fiscal year ended May 31, 2004 (the “Repdttlly complies with the
requirements of Section 13(a) or Section 15(dppdicable, of the Securities Exchange Act of 1@&amended; and

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

Dated: July 30, 2004 /s/ DoNALD W. B LAIR
Donald W. Blair
Chief Financial Officel




