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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, 2003

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 amurt

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) diie Act:

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

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

Indicate by check mark whether the Registrant ék)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 vesuired to file such reports), and (2)
has been subject to such filing requirements ferghst 90 days. Y& NoO

Indicate by check mark if disclosure of delinquiietrs pursuant to Item 405 of RegulatiorKS229.405 of this chapter) is not contai
herein, and will not be contained to the best ajiReant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Il of this Form 10-K or any amendmenthdstForm 10-K. [

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

As of November 29, 2002, the aggregate market vafitiee Registrant’s Class A Common Stock held byatfiliates of the Registrant
was $153,576,324 and the aggregate market valiee dRegistrant’s Class B Common Stock held by riizés of the Registrant was
$7,395,856,426.

As of July 25, 2003, the number of shares of thgifeant's Class A Common Stock outstanding wa8B57,966 and the number of
shares of the Registrant’s Class B Common Stocktanding was 165,916,126.

DOCUMENTS INCORPORATED BY REFERENCE:

Parts of Registrant’s Proxy Statement for the ahmggeting of shareholders to be held on Septembe2@3 are incorporated by
reference into Part Il of this Report.
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PART |

Item 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 predecessesigsidiaries and affiliates, unless the contedicattes 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.s@ith filings on our NIKE Corporate web site araitable free of charge.

Our principal business activity involves the desidevelopment and worldwide marketing of high qydibotwear, apparel, equipment,
and accessory products. NIKE is the largest seflathletic footwear and athletic apparel in theldiowWe sell our products to approximately
18,000 retail accounts in the United States analiin a mix of independent distributors, licensewbsubsidiaries in nearly 200 countries
around the world. Virtually all of our products aranufactured by independent contractors. Virtualljootwear products are produced
outside the United States, while apparel and egeiiimroducts are produced both in the United Statdsabroad.

Products

NIKE's athletic footwear products are designed priity for specific athletic use, although a larggqentage of the products are worn
for casual or leisure purposes. We place consiteeshphasis on high quality construction and intiweadesign for men, women and
children. Running, basketball, children’s, crossfting and women'’s shoes are currently our toprggfproduct categories and we expect
them to continue to lead in product sales in ther figture. However, we also market shoes desigmedutdoor activities, tennis, golf, soccer,
baseball, football, bicycling, volleyball, wrestilincheerleading, aquatic activities, hiking, arseotathletic 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 progjUetature the same trademarks ant
sold through the same marketing and distributicanclels. We often market footwear, apparel and aocies in “collections” of similar
design or for specific purposes. We also markeaegpvith licensed college and professional teathlaague logos.

We sell a line of performance equipment under théE\brand name, including sport balls, timepie@gwear, skates, bats, gloves,
other equipment designed for sports activities.alée have agreements for licensees to produceadindIKE brand swimwear, women'’s
sports bras, cycling apparel, maternity exercisarwehildren’s clothing, school supplies, timep®cand electronic media devices. We also
sell small amounts of various plastic productstteomanufacturers through our wholly-owned sulagidiNIKE IHM, Inc. and plastic
injected and metal products to other manufactutemigh our wholly-owned subsidiary , BAUER Itaigp.A.

We sell a line of dress and casual footwear, appakaccessories for men and women under the mameés Cole Hadh, CH,
Gseries by Cole Haan, and Bragano through our ydmlined subsidiary, Cole Haan Holdings, Inc., headtgred in Yarmouth, Maine.

Our wholly-owned subsidiary, Bauer NIKE Hockey Inteadquartered in Greenland, New Hampshire, matwus and distributes ice
skates, skate blades, in-line roller skates, ptioegear, hockey sticks, and hockey jerseys, §edrapparel and accessories under the Bauer
and NIKE®brand names. Bauer also offers a full selectioproflucts for street and roller hockey.
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Our wholly-owned subsidiary Hurley International CLheadquartered in Costa Mesa, California, desagdsdistributes a line of action
sports apparel (for surfing, skateboarding, andviiearding) and youth lifestyle apparel and footwaadler the Hurley brand name.

On July 9, 2003, the Company entered into an ageaeto purchase all of the equity shares of Comrvers., a widely recognized
footwear company based in Massachusetts. Clositigedfansaction is subject to regulatory review|uding U.S. government review under
the Hart-Scott-Rodino Premerger Notification Act.

Sales and Marketing

The table below shows certain information regardifigE’s United States and international (non-Uigyenues for the three years
ending May 31, 2003.

FY03 vs FY02 vs
Fiscal Fiscal FY02 Fiscal FYO1
2003 2002 % CHG 2001 % CHG

(Dollars in millions)

USA Region
Footweal $ 3,019.! $3,135.¢ (4% $3,167. (1)%
Apparel 1,351.( 1,255.7 8% 1,207.¢ 4%
Equipment 287.¢ 278.¢ 3% 273.¢ 2%
Total USA 4,658.: 4,669.¢ — 4,648.¢ —

Europe, Middle East and Africa (EMEA) Regi

Footweal 1,896.( 1,543.¢ 23% 1,415.° 9%
Apparel 1,133.: 977.¢ 16% 961.( 2%
Equipment 212.¢ 174.¢ 22% 176.: (1)%
Total EMEA 3,241.° 2,696. 20% 2,553.( 6%

Asia Pacific Regiol
Footweal 732.¢ 640.2 14% 617.t 4%
Apparel 499.: 403.: 24% 356.1 1%
Equipment 127.1 98.7 29% 91.t 8%
Total Asia Pacific 1,358.¢ 1,142 19% 1,065.: 7%

Americas Regiol

Footweal 337.: 359.1 (6)% 355.2 1%
Apparel 148.1 167.1 (11)% 152.1 10%
Equipment 41.¢€ 41.¢€ (D)% 31.¢ 32%
Total Americas 527.( 568.1 (7% 539.1 5%
9,785.¢ 9,076.¢ 8% 8,806.: 3%
Other 911.] 816.€ 12% 682.7 20%
Total Revenue $10,697.( $9,893.( 8% $9,488.¢ 4%

Financial information about geographic and segropetations appears in Note 17 of the consolidateth€ial statements on page 59.

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 partitydas of footwear, apparel, and
equipment.

Because NIKE is a consumer products company, thévwe popularity of various sports and fitness\atiés and changing design trer
affect the demand for our products. We must theeefespond to trends
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and shifts in consumer preferences by adjustingrixeof existing product offerings, developing npreducts, styles and categories, and
influencing sports and fitness preferences thraaggressive marketing. This is a continuing risklura to timely and adequately respond
could have a material adverse affect on our saldeofitability.

United States Market

During fiscal 2003, sales in the United States anted for approximately 49 percent of total revenwempared to 53 percent in fiscal
2002 and 54 percent in fiscal 2001. We sell to apiprately 18,000 retail accounts in the United &afhe NIKE brand domestic retail
account base includes a mix of footwear storestisigogoods stores, athletic specialty stores, dapt stores, skate, tennis and golf shops,
and other retail accounts. During fiscal year 2@08,three largest customers accounted for appreiiyn 27 percent of NIKE brand sales in
the United States excluding sales from NIKE Goll @auer NIKE Hockey, and 24 percent of total salebe United States.

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 fixede In fiscal year 2003, 91 percent of our
U.S. footwear shipments (excluding Cole Haan, Baldarley and NIKE Golf) were made under the futysesgram, compared to 92 percent
in fiscal 2002 and 86 percent in fiscal 2001. btéil 2003, 67 percent of our U.S. apparel shipm&ate made under the futures program,
compared to 69 percent in fiscal 2002, and 67 pelioe2001.

We utilize 19 NIKE sales offices to solicit salestlie United States. We also utilize 11 independal&ts representatives to sell specialty
products for golf, cycling, water sports and outdactivities. In addition, we operate the followirggail outlets in the United States:

Number

Retail Stores
NIKE factory stores (which carry primarily-grade and clo-out merchandise 75
NIKE stores (including NIKE Goddess Stor 4
NIKETOWNSs (designed to showcase NIKE produ 13
Employet-only stores 4
Cole Haan stores (including factory and employeees) 65
Total 161

NIKE’s domestic distribution centers for footweae docated in Wilsonville, Oregon, Memphis, Tenmessand Greenland, New
Hampshire. Apparel products are shipped from oumlgtas distribution center. Cole Haan and Bauer NHdekey products are distributed
primarily from Greenland, New Hampshire, and Hugpegducts are shipped from Costa Mesa, California.

International Markets

We currently market our products in nearly 200 ¢das outside of the United States through indepandistributors, licensees,
subsidiaries and branch offices. Non-U.S. saleswatted for 51 percent of total revenues in fis€112 compared to 47 percent in fiscal 2002
and 46 percent in fiscal 2001. We operate 24 bistion centers in Europe, Asia, Australia, Latin éna, Africa and Canada, and also
distribute through independent distributors andrgees. We estimate that our products are soldghrmore than 30,000 retail accounts
outside the United States. In many countries agins, including Japan, Canada, Asia, some Latie#can countries, and Europe, we have
a futures ordering program for retailers similatite United States futures program described aldN€E’ s three largest customers outsid
the U.S. accounted for approximately 14 percemtooi-U.S. sales.

We operate 175 retail outlets outside the UnitedeSt which consist of NIKETOWNS, factory storeapéoyee stores, and Cole Haan
stores.
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International branch offices and subsidiaries dfEare located in Argentina, Australia, Austriajd@em, Brazil, Canada, Chile,
Croatia, Czech Republic, Denmark, Finland, Fra@=many, Hong Kong, Hungary, Indonesia, Indiaginel, Israel, Italy, Japan, Korea,
Malaysia, Mexico, New Zealand, The Netherlands g, Peoples Republic of China, The Philippinedaia, Portugal, Singapore,
Slovakia, Slovenia, South Africa, Spain, Swedenit&sand, Taiwan, Thailand, Turkey, the United gdom, and Vietham.

Orders

Worldwide futures for NIKE brand athletic footweamnd apparel, scheduled for delivery between JudeNmvember 2003, were $4.9
billion compared to $4.6 billion for the same periast year. Based upon historical data, we expettapproximately 95 percent of these
orders will be filled in that time period, althoutie orders may be cancelled.

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 producdymts that reduce or eliminate injury,
aid athletic performance and maximize comfort.

In addition to NIKE's own staff of specialists inet areas of biomechanics, exercise physiology neeging, industrial design and
related fields, we also utilize research committees advisory boards made up of athletes, coatfa@sers, 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

In fiscal 2003, approximately 1 percent of totaKiElbrand apparel production for sale to the Uniéakes market was manufactured in
the United States by independent contract manufstumost of which are located in the southertesta he remainder was manufactured by
independent contractors located in 35 countriesstMbthis apparel production occurred in Banglad@ailgaria, China, Hong Kong, India,
Indonesia, Malaysia, Mexico, Pakistan, The Philiygsi Sri Lanka, Taiwan, Thailand, and Turkey. Sarasilly all of our apparel production
for sale to the international market was manufactwutside the U.S. Our largest single apparell@rpccounted for approximately 7
percent of total fiscal 2003 apparel production.

Virtually all of our footwear is produced outsidetbe United States. In fiscal 2003, contract siguplin the following countries
manufactured the following percentages of total Nlisrand footwear:

Country Percent
Peopl¢s Republic of Chini 38
Indonesie 27
Vietnam 18
Thailand 16
Italy Less than :
Taiwan Less than :
South Kore: Less than :

We also have manufacturing agreements with indegrgrfectories in Argentina, Brazil, India, Mexic@uth Africa, and Zimbabwe, to
manufacture footwear for sale primarily within teasountries. Our largest single footwear suppleoanted for approximately 7 percent of
total fiscal 2003 footwear production.

The principal materials used in our footwear pragaee natural and synthetic rubber, plastic comgsufoam cushioning materials,
nylon, leather, canvas, and polyurethane films usedake AIR-SOLE cushioning
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components. NIKE IHM, Inc., a wholly-owned subsigiaf NIKE, is our sole supplier of the AIR-SOLEshioning components used in
footwear. The principal materials used in our appproducts are natural and synthetic fabrics anebds, plastic and metal hardware, and
specialized performance fabrics designed to repm| retain heat, or efficiently transport body store. NIKE and its contractors and
suppliers buy raw materials in bulk. Most raw miatierare available in the countries where manufatjuakes place. We have thus far
experienced little difficulty in satisfying our ramvaterial requirements.

Our international operations are subject to thealigsks of doing business abroad, such as posshduation of currencies, export
duties, quotas, restrictions on the transfer ofifuand, in certain parts of the world, politicatability. See “Trade Legislation” below. We
have not, to date, been materially affected bysamgh risk, but cannot predict the likelihood oftsaevelopments occurring. We believe that
we have the ability to develop, over a period wigj adequate alternative sources of supply fopthducts obtained from our present
suppliers outside of the United States. If evenévgnted us from acquiring products from our sugsplin a particular country, our footwear
operations could be temporarily disrupted and wddcexperience an adverse financial impact. Howewerbelieve that we could eliminate
any such disruption within a period of no more th@months, and that any adverse impact wouldefber, be of a short-term nature. We
believe that our principal competitors are subjedimilar risks.

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, quotas or atbarictions may be imposed on the importationwfgroducts in the future. The enactment
of any such duties, quotas or restrictions cousdltén increases in the cost of our products galyeand might adversely affect the sales or
profitability of NIKE and the imported footwear aagparel industry as a whole.

Since 1972, Nissho Iwai American Corporation (“NIACa subsidiary of Nissho lwai Corporation, a lardppanese trading company,
has performed significant import-export financimgnces for us. Currently, NIAC provides such fineng services with respect to at least
80% of the NIKE products sold outside of the Unigtdtes, Europe and Japan. Approximately 12% ofBNbkoducts are sold outside of the
United States, Europe and Japan. Any failure of GltA provide these services or any failure of NI&®@anks could disrupt our ability to
acquire products from our suppliers and to delpreducts to our customers outside of the UniteteStd&=urope and Japan. Such a disruption
could result in cancelled orders that would advgrafect sales and profitability. However, we leek that any such disruption would be s
term in duration due to the ready availability i€eative sources of financing at competitive sat@ur current agreements with NIAC expire
on May 31, 2005.

Trade Legislation

Our non-U.S. operations are subject to the usaksé of doing business abroad, such as the imposifionport quotas or anti-dumping
duties. In 1994, the European Union (“EU") Comnassimposed quotas on certain types of footwear fieatwred in China. These quotas
replaced national quotas that had previously beeffect in several Member States. Footwear dedifmreuse in sporting activities, meeting
certain technical criteria and having a CIF (co®urance and freight) price above 9 euros (“Spdaahnology Athletic Footwear” or
“STAF"), is excluded from the quotas. As a result of the BBAclusion, and the amount of quota made availables, the quotas have not
date, had a material effect on our business. litiaddthe EU Commission has announced that footwgeatas will be eliminated globally
beginning January 1, 2005.

In 1995, the EU Commission, at the request of Eemogfootwear manufacturers, initiated two anti-dungpnvestigations within the
footwear industry covering footwear imported frame People’s Republic of China, Indonesia and Thdil&s a result, in 1997 the
Commission imposed definitive anti-dumping dutiescertain textile upper footwear imported from Ghand Indonesia. In 1998, the
Commission imposed definitive anti-dumping dutiescertain synthetic and leather upper footwearimaigng in China, Indonesia and
Thailand. These antumping duties were removed in 2003 and are nodioagplicable for footwear imports into the EU. $heneasures h
no impact on us.
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The EU Commission in June 2000 issued an amendimémé explanatory notes to the EU’s customs nota&ure (“CN”). The
amendment, which is not legally binding, interpisasne of the technical criteria for the STAF exidnsand the footwear types that can be
classified as for use in sporting activity. The adment restricts somewhat the scope of the STARisxn from the quotas and also the
sports footwear exclusions from the two EU anti-gimg measures. To date, the large majority of oatfear models fall within the
exclusions provided for under the CN. Our innowvafiwotwear designs may stretch the traditional eptscof athletic or sports footwear
reflected in the technical criteria. We anticiptitat the majority of these new designs will falthif the exclusions. NIKE is an active
participant in discussions to revise the techniciéria to reflect technologically advanced design

On May 1, 2004 10 new countries will join the EUel will also join the EU single market and disdéoss are presently underway to
increase the current EU quota system to accourthéenlarged EU market. NIKE and other manufacsude not expect this expansion of
EU single market to present any significant chaémto the importation into the EU of sports foaweroduced in China as the EU has
announced that it will increase the quotas to td@unt of the enlarged consumer and market demand.

If the EU trade measures become substantially mesteictive we would consider shifting the prodantiof our sports footwear to other
countries in order to maintain competitive pricangd access to these markets. We believe that warepared to deal effectively with any
such change of circumstances and that any advagsct would be of a temporary nature. We contiougdsely monitor international
restrictions and maintain our multi-country sougcsirategy and contingency plans. We believe thah@jor competitors stand in much the
same position regarding these trade measures.

We currently source footwear and apparel produois factories in Vietnam. In July 2000, the Unitgztes and Vietnam signed a
historic, comprehensive bilateral trade agreemehich, among other things, provides reciprocal,-d@triminatory Normal Trade Relations
(“NTR") between the two countries. In SeptemberPd8at agreement was approved by Congress anddtied by the Vietnamese
National Assembly. Once approved, the United Stgtasted an annual extension of NTR to Vietham.&yrmdirrent U.S. law, the Preside
must renew this grant annually with the opportufdtyreview by Congress. In May 2003, PresidenttBuemewed NTR for Vietnam for an
additional year and we anticipate Congress willpsurpthis decision. We currently believe that, attasmforeseen circumstances, the Presi
will continue his annual extensions of NTR to Vaatm and that Congress will support the Presiderttssibns. Ongoing NTR trading status
for Vietnam will allow us to expand our productiand marketing opportunities in Vietnam and allow¥Weetnamesesourced product to ent
the United States at NTR tariff rates.

Competition

The athletic footwear, apparel and equipment imgiustkeenly competitive in the United States andchovorldwide basis. We compete
internationally with an increasing number of atitl@ind leisure shoe companies, athletic and leispparel companies, sports equipment
companies, and large companies having diversifiexb lof athletic and leisure shoes, apparel angewnt, including Reebok, Adidas and
others. The intense competition and the rapid chsingtechnology and consumer preferences in thiketsafor 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, proatlettity through marketing and promotion, and costosupport and service are
important aspects of competition in the athletiotfeear, apparel and equipment industry. To helgketavur products, we contract with
prominent and influential athletes, coaches, teauifges, and sports leagues to endorse our beartiese our products, and we actively
sponsor sporting events and clinics. We believewlesare competitive in all of these areas.

Trademarks and Patents

We utilize trademarks on nearly all of our produantsi believe that having distinctive marks thatraealily identifiable is an important
factor in creating a market for our goods, in idfgiitg the Company, and in
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distinguishing our goods from the goods of oth&/s.consider our NIKE® and Swoosh Desightrademarks to be among our most valuable
assets and we have registered these trademarkerni@0 countries. In addition, we own many othadémarks that we utilize in marketing
our products. We continue to vigorously protect wademarks 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 BaliE AIR ® patents have expired, which may enable competitouse certain types of
similar technology. Subsequent NIKE AIR patentd wit expire for several years. We also have a rarmbpatents covering components
and features used in various athletic and leishoes We believe that our success depends primagrdy skills in design, research and
development, production and marketing rather th@onwur patent position. However, we have followgublicy of filing applications for
United States and foreign patents on inventionsigte and improvements that we deem valuable.

Employees

We had approximately 23,300 employees at May 3@32Management considers its relationship with eygs to be excellent. None
of our employees are represented by a union, Wwétekception of Bauer NIKE Hockey Inc. Of Bauer EIKlockey’s North American
employees, approximately 74 percent, or approxiln&®0, are covered by three union collective benigg agreements with three separate
bargaining units, and all of Bauer NIKE Hockey'peagximately 210 non-immigrant employees in Italg abvered by three collective
bargaining agreements. The collective bargainirge&gents expire on various dates from 2003 thr@@§t. There has never been a mat
interruption of operations due to labor disagreemen

Executive Officers of the Registrant
The executive officers of NIKE as of July 25, 26032 as follows:

Philip H. Knight,Chief Executive Officer, Chairman of the Board, d&vésident — Mr. Knight, 65, a director since 1968 cofounde!
of NIKE and, except for the period from June 198®tgh September 1984, served as its Presidentf8@8 to 1990, and from June 2000 to
present. Prior to 1968, Mr. Knight was a certiffirtblic 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, 45, 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. ClarkeRresident of New Ventures — Dr. Clarke, 52, a doesince 1994, joined the Company in 1980. He aygminted
divisional Vice President in charge of marketind.#87, elected corporate Vice President in 198poped General Manager in 1990, and
served as President and Chief Operating Officanft®94 to 2000. Dr. Clarke previously held varipasitions with the Company, primarily
in research, design, development and marketingClarke holds a doctorate degree in biomechanics.

Wesley A. ColemanVice President, Global Human Resourcedh=Coleman, 53, has been employed by Nike sin€@2 20 his currer
role. Prior to joining Nike, he held a number ofrhlan 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, 47, hasrbemployed by NIKE since February 1979. Mr. Danso
held several positions within the Company, inclgdis appointments as Director
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of USA Apparel Sales in 1994, divisional Vice Pdesit, US Sales in 1994, divisional Vice PresidamblRean Sales in 1997, divisional Vice
President and General Manager, NIKE Europe in 198% President and General Manager of NIKE USAune 2000, and President of the
NIKE Brand in March 2001

Gary M. DeStefand?resident of USA Operations — Mr. DeStefano, 46, 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, Riesident of Global Sales in 1996, Vice President General Manager of Asia Pacific in
March 1997, and President of USA Operations in M&@01.

Trevor Edwards Vice President, Global Brand Management — Mr. Bdiis, 40, joined the Company in 1992. He was apeoin
Marketing Manager, Strategic Accounts, Foot Lodket993, Director of Marketing, the Americas in 59®irector of Marketing, Europe in
1997, Vice President, Marketing for Europe, MidEkest and Africa in 1999, and Vice President, UShBrislarketing in 2000. Mr. Edwards
was appointed corporate Vice President, Global @8iManagement in November 2002.

Mindy F. GrossmarVice President of Global Apparel — Ms. Grossman),jdiied 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 Aghiaroup, Inc. from 1995 to 2000.
Prior to that, Ms. Grossman was Vice President@iNBusiness 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,

P. Eunan McLaughlinyice President, Asia Pacific — Mr. McLaughlin, 46ined NIKE as Director of Sales, NIKE Europe irbRgary
1999, was appointed Vice President Commercial SaldsRetail in February 2000, and became Vice &easi Asia Pacific in June 2001.
Prior to joining NIKE, he was Partner and Vice Rieat of Consumer & Retail Practices Division, Karry International from 1996 to
1999. From 1983 to 1996 Mr. McLaughlin held varigasitions with Mars, Inc. in Finance, Sales, Mérgand General Management.

D. Scott OlivetVice President, NIKE Subsidiaries and New Busiri2egelopment — Mr. Olivet, 41, joined NIKE in Auguapo1l.
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, 47, has been employed by NIKE since9ith primary responsibilities
product research, design and development. Mr. Parle appointed divisional Vice President in chasfjdevelopment in 1987, corporate
Vice President in 1989, General Manager in 1998¢\Rresident of Global Footwear in 1998, and Peasidf the NIKE Brand in March
2001.

Eric D. SprunkyVice President, Global Footwear — Mr. Sprunk, 8he¢d the Company in 1993. He was appointed FinBireetor
and General Manager of the Americas in 1994, Fia@icector, 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 SecretariStewart, 56, 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.
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Frits D. van PaasscheN,ice President and General Manager, NIKE Europe +\vdn Paasschen, 42, has been employed by NIKE
since 1997. He served as Vice President, StraRlgitning, and was appointed Vice President and @eN&anager, The Americas and Afr
in 1998, and corporate Vice President and Geneealdger, NIKE Europe in 2000. Mr. van Paasschenfavaserly Vice President, Finance

& Planning, Disney Consumer Products, The Walt BysGompany.

Roland P. WolframYice President, Global Operations & Technology — Miolfram, 43, joined NIKE as Vice President, St
Planning in November 1998, and was appointed ViesiBent, Global Operations & Technology in Feby(2002. Prior to NIKE, Mr.
Wolfram was Vice President and General Manageracffle Bell Video Services. From 1992 to 1993 heswlaector of the desktop products

group for Compression Labs, Inc.

Item 2. Properties

Following is a summary of principal properties owrar leased by NIKE. Our leases expire at variaisglthrough the year 2034.

U.S. Administrative Offices:
Beaverton, Oregon (10 locations) — 9 leased
Memphis, Tennessee (2 locations) — 1 leased
Yarmouth, Maine
Charlotte, North Carolina — leased
Greenland, New Hampshire — leased
Costa Mesa, California — leased

International Administrative Offices:
Europe (30 locations) — 29 leased
Africa — leased
Asia Pacific (19 locations) — leased
Canada (2 locations) — leased
Latin America (5 locations) — leased
Australia — leased

Sales Offices and Showrooms:
United States (22 locations) — leased
Europe (53 locations) — leased
Africa — leased
Asia Pacific (26 locations) — leased
Canada (2 locations) — leased
Latin America (2 location— leasec

Iltem 3. Legal Proceedings

Distribution Facilities:
Greenland, New Hampshire — leased
Wilsonville, Oregon
Memphis, Tennessee (2 locations) — 1 leased
Costa Mesa, California — leased
Europe (4 locations) — leased
Asia Pacific (24 locations) — 12 leased
Canada (2 locations) — leased
Latin America (2 locations) — leased
Africa — leased
Australia — leased

International Production Offices:
Europe (2 locations) — leased
Latin America (2 locations) — leased
Asia Pacific (10 locations) — leased
Turkey — leased

Manufacturing Facilities:
United States (3 locations) — 1 leased
Europe (2 locations) — 1 leased
Asia Pacific — leased
Canada (3 locations) — leased

Retail Outlets:
United States (161 locations) — 158 leased
Europe (46 locations) — leased
Asia Pacific (106 locations) — leased
Latin America (16 locations) — leased
Canada (7 location— leasec

Except as described below, there are no matenmalipg legal proceedings, other than ordinary raulitigation incidental to our
business, to which we are a party or of which anyun property is the subject.

The Company and certain of its officers and directeere named as defendants in four substanti@giytical securities class actions
filed in the U.S. District Court for the Districf @regon on March 9, 14, 20, and
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April 4, 2001. On July 23, 2001, the cases weresobdated as In re NIKE, Inc. Securities Litigati@V-01-332-K. The consolidated
amended complaint sought unspecified damages alflidta purported class consisting of purchaséth@Company’s stock during the
period December 20, 2000 through February 26, 2BR&intiffs allege that the defendants made fatgbraisleading statements about the
Company’s actual and expected business and fingraitormance in violation of federal securities/ia Plaintiffs further allege that certain
individual defendants sold Company stock while dsgession of material non-public information. Inury 2002, the Court dismissed this
action with leave to amend. On February 25, 200#ntiffs filed an amended complaint extending hueported class period to June 29, 2000
through February 26, 2001 and containing the esdatlegations. On or about October 18, 2002 Gbenpany and the individual defendants
reached an agreement with the plaintiffs to resalvé release all claims asserted in the litigatioexchange for the payment of $8.9 million,
which was funded by the Company’s directors anitef$ liability insurers. The stipulation of settlent dated as of October 18, 2002
provided that the Company and the individual defenisl denied any liability or wrongdoing, and thairtls were being settled to avoid the
uncertainties, burdens and expense of furtheatitigg. On February 24, 2003, the U.S. District @dair the District of Oregon issued an or
granting final approval of the settlement and esdgudgment dismissing the case with prejudice.

Another related shareholder derivative lawsuit, iMet v. Denunzio, et al., 0104-04339, was filedhe Multnomah County Circuit
Court of the State of Oregon on April 26, 2001. Flete derivative suit was brought by a Companyettwdder, allegedly on behalf of the
Company, against certain directors and officersiefCompany. The derivative plaintiff alleges tthese officers and directors breached their
fiduciary duties to the Company by making or caggmbe made alleged misstatements about the Corispactual and expected financial
performance while certain officers and directorsl S&ompany stock and by allowing the Company teixed in the shareholder class action.
The derivative plaintiff seeks unspecified damagyed disgorgement of profits on the sale of Compaagk. On July 25, 2001, the Court
entered a stipulation and order abating the actrdih further notice. On or about February 11, 2002 parties stipulated to an order vacating
the order of abatement. On February 14, 2003, ¢higative plaintiff filed a first amended complaimiterating and expanding upon his
original allegation, and naming additional officarsd directors as defendants. On March 31, 20@3Ctimpany filed a motion to dismiss the
first amended complaint for failure to make or esea demand on the Company’s Board of Directors.tmpany’s motion to dismiss was
denied by the Court on June 30, 2003. Based oauhiable information we do not currently anticgétat the action will have a material
financial impact. We believe the claims are withodrit, and we intend to vigorously defend agaihsem.

Another related shareholder derivative lawsuit,drean v. Knight, et al., CV-01-1153-AS, was filedtlire U.S. District Court for the
District of Oregon on July 26, 2001. The federaiwiive complaint is not materially different frothe original complaint in the state
derivative action. It alleges substantially simitauses of action and seeks substantially simelaedies. The federal derivative action was
served on the Company and the individual defendam@ecember 13, 2001 and was also stayed penungutcome of In re NIKE, Inc.
Securities Litigation on December 13, 2001. On N8y 2003, the Court entered an order of adminigatismissal dismissing the case
without prejudice.

In accordance with the Company’s Articles of Inargtion and Bylaws, and in accordance with indeynagireements between the
Company and the directors and officers named irabimve legal actions, the Company has agreed &winiy these individuals and assume
their defense in these actions.

The Company and certain of its officers were naagedefendants in a lawsuit, Kasky v. NIKE, IncaletNo. 994446, filed in 1998 in
San Francisco County Superior Court. Plaintiff lgioithe action under the California Business aradeBsions Code alleging that statements
made by the Company in response to criticism aladngr practices in factories making its productsenalse or misleading. Plaintiff seeks
injunctive relief and restitution of profits earnfrdm the alleged violations of the California Codée claims were dismissed by the Superior
Court, with the court concluding that the allegetements, if made, were protected speech as panpublic debate under the First
Amendment to the United States Constitution. Pifaiappealed the Superior Court ruling to the QGatifia Court of Appeals, which court
affirmed the ruling of the lower court. Plaintiff

11
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sought review in the California Supreme Court, wahizn May 2, 2002, overturned the lower court ity a four to three vote. The
California Supreme Court made no ruling on the taeri plaintiff's contention that the Company had made false deausg statements, k
concluded that the alleged statements were comatasm@ech and not entitled to the full protectibthe First Amendment of the United
States Constitution. The Company filed a petitionrEhearing before the California Supreme Coulnictvwas denied on July 31, 2002. The
Company petitioned the United States Supreme Goudertiorari, which was granted. The United Sta&deipreme Court recently dismissed
our petition for review, causing the case to retarthe California Superior Court. The Court stateat further development of the case before
review by the United States Supreme Court was mkafle expect that the case will now proceed thrahghCalifornia court system with
discovery, motions and perhaps trial in the sarshifm as other cases proceed through the coudima&dy discovery and much motion
practice have not occurred in the trial court. Tadifornia Supreme Court noted that the Comparggal challenges to the case other thai
one it ruled on remain open for consideration. Bameinformation currently available, we do notiaiptate that the action will have a
material financial impact.

Item 4. Submission of Matters to a Vote of Security Holders

No matter was submitted during the fourth quartehe 2003 fiscal year to a vote of security hofdéirough the solicitation of proxies
or otherwise.

12
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PART Il

Item 5. Market for Registrant's Common Equity and RelatedoSkholder Matters

NIKE’s Class B Common Stock is listed on the NewRk/Stock Exchange and the Pacific Stock Exchangetrades under the symbol
NKE. At July 25, 2003, there were 19,198 holdersegbrd of our Class B Common Stock and 23 holderscord of our Class A Commu
Stock. These figures do not include beneficial awmeho hold shares in nominee name. The Class AnGmmStock is not publicly traded |
each share is convertible upon request of the haltle one share of Class B Common Stock.

We refer to the table entitled “Selected Quart€ilyancial Data” in Item 6, which lists, for the ats 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 2003 and 2002 fiscatye
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Item 6. Selected Financial Data

Financial History
2003 2002 2001 2000 1999

(In millions, except per share data, financial ratos and number of
shareholders)

Year Ended May 31,

Revenue: $10,697.( $ 9,893.( $ 9,488.¢ $ 8,995.: $ 8,776.¢
Gross margir 4,383. 3,888.! 3,703.¢ 3,591. 3,283.
Gross margin ¢ 41.(% 39.2% 39.(% 39.% 37.4%
Restructuring charge, n — — 0.1 (2.5 45.1
Income before accounting char 740.1 668.: 589.7 579.1 451.¢
Cumulative effect of change in accounting princi 266.1 5.C — — —
Net income 474.( 663.< 589.7 579.1 451.¢
Basic earnings per common she

Income before accounting char 2.8C 2.5C 2.1¢ 2.1C 1.5¢

Cumulative effect of change in accounting princi 1.01 0.0z — — —

Net income 1.7¢ 2.4¢ 2.1¢ 2.1C 1.5¢
Diluted earnings per common shs

Income before accounting char 2.71 2.4¢€ 2.1¢ 2.07 1.57

Cumulative effect of change in accounting princi 1.0C 0.0z — — —

Net income 1.77 2.44 2.1¢€ 2.07 1.57
Average common shares outstanc 264.t 267.7 270.( 275.7 283.C
Diluted average common shares outstan 267.¢ 2722 273.c 279.¢ 288.:
Cash dividends declared per common sl 0.54 0.4¢ 0.4¢ 0.4¢ 0.4¢
Cash flow from operatior 917.¢ 1,081.t 656.t 699.¢ 941.¢
Price range of common sto

High 57.8¢ 63.9¢ 59.43¢ 64.12¢ 65.50(

Low 38.5: 40.81 35.18¢ 26.56: 31.75(
At May 31,
Cash and equivalen $ 634 $ 5758 $ 304.C $ 254: $ 198.1
Inventories 1,514.¢ 1,373.¢ 1,424.: 1,446.( 1,170.¢
Working capital 2,664. 2,321.! 1,838.¢ 1,456.¢ 1,818.(
Total asset 6,713.¢ 6,440.( 5,819.¢ 5,856.¢ 5,247
Long-term debt 551.¢ 625.¢ 435.¢ 470.: 386.1
Redeemable Preferred Stc 0.3 0.2 0.3 0.2 0.3
Shareholder equity 3,990." 3,839.( 3,494.! 3,136.( 3,334.¢
Year-end stock prici 55.9¢ 53.7¢ 41.10( 42.87¢ 60.93¢
Market capitalizatior 14,758.! 14,302.! 11,039.! 11,559.. 17,202..
Financial Ratios:
Return on equit 18.9% 18.2% 17.8% 17.% 13.1%
Return on asse 11.5% 10.€% 10.1% 10.4% 8.5%
Inventory turns 4.4 4.2 4.C 4.1 4.3
Current ratio at May 3 2.3 2.2 2.C 1.7 2.3
Price/Earnings ratio at May 31 (Diluted before astding change 20.z 21.¢ 19.C 20.7 38.¢
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The Company’s Class B Common Stock is listed o\t York and Pacific Exchanges and trades unadesymbol NKE. At May 31,
2003, there were approximately 127,000 shareholfe@dass A and Class B common stock.

Financial Highlights
Year Ended May 31,

% CHG
2003 2002

(In millions, except per share data
and financial ratios)

Revenue: $10,697.( $9,893.( 8%
Gross margir 4,383.. 3,888.: 13%
Gross margin ¢ 41.(% 39.2%
Income before accounting char 740.1 668.: 11%
Basic earnings per common share before accountiagge 2.8C 2.5C 12%
Diluted earnings per common share before accouctiagge 2.7 2.4¢€ 13%
Return on equit 18.% 18.2%
Stock price at May 3 55.9¢ 53.7¢ 4%
Selected Quarterly Financial Data
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2003 2002 2003 2002 2003 2002 2003 2002
(Unaudited)
(In millions, except per share data and financial atios)

Revenues $2,796.¢ $2,613.° $2,514.° $2,336.¢ $2,400.¢ $2,260. $2,985.. $2,682.:
Gross margin 1,157.: 1,028.¢ 1,010.: 895.4 976.( 883.t 1,240.: 1,080.¢
Gross margin ¢ 41.45% 39.&% 40.2% 38.2% 40.7% 39.1% 41.5% 40.5%
Income before accounting change 217.2 204.2 152.( 129.2 124.7 126.¢ 246.2 208.t
Basic earnings per common share before accountiagge 0.8z 0.7¢€ 0.57 0.4€ 0.47 0.47 0.9:2 0.7¢
Diluted earnings per common share before accouwctiagge 0.81 0.7t 0.57 0.4€ 0.47 0.4€ 0.92 0.77
Net income (loss (48.9) 199.2 152.( 129.% 124.7 126.< 246.2 208.t
Average common shares outstanding 265.% 268.€ 264.7 268.1 263.¢ 268.4 264.( 266.¢
Diluted average common shares outstans 269.1 271.€ 267.t 271.¢ 266.7 273.¢ 267.¢ 272.C
Cash dividends declared per common share 0.1z 0.12 0.14 0.1z 0.14 0.1z 0.14 0.1z
Price range of common stock

High 57.8¢ 51.2¢ 48.2% 53.5¢ 48.4% 61.0C 56.5¢ 63.9¢

Low 40.5( 40.81 38.5% 42.2¢ 41.1¢ 52.31 45.5] 52.7¢

ltem 7. Management'’s Discussion and Analysis of Financiab@dition and Results of Operations
Critical Accounting Policies

Our discussion and analysis of our financial caaditind results of operations following are basgonuour 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 affecetimrted 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, teserve for uncollectible accounts
receivable, inventory reserves, and contingent paysnunder endorsement contracts. These policies
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require that we make estimates in the preparafieuofinancial statements as of a given date. Haresince our business cycle is relatively
short, actual results related to these estimategamerally known within the six-month period feliog the financial statement date. Thus,
these policies generally affect only the timingeborted amounts across two to three quarters.

Within the context of these critical accountingipials, 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 passeshantsks and rewards of ownership have passdtketoustomer, based on the terms
of sale. Title passes generally upon shipment onupceipt by the customer depending on the cowfttlye sale and the agreement with the
customer. Retail store revenues are recorded dintleeof sale.

In some instances, we ship product directly fromsupplier to the customer. In these cases, wegréze revenue when the product is
delivered to and accepted by the customer. Ounie&may fluctuate in cases when our customery detzepting shipment of product for
periods up to several weeks.

In certain countries outside of the U.S., preaerimation regarding the date of receipt by tha@mer 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 retiand 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 &tiedwr increase to net revenues in the periaghith we made such determination.

Reserve for Uncollectible Accounts Receivable

We make ongoing estimates relating to the colldititof 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 credfimess of significant customers based on ongoiedit evaluations. Since we cannot
predict future changes in the financial stabilifyoar customers, actual future losses from uncbbécaccounts may differ from our estima
If the financial condition of our customers werdalgteriorate, 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 amétation.

Inventory Reserves

We also make ongoing estimates relating to theeadizable 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 betweedht 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.
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Contingent Payments under Endorsement Contracts

A significant portion of our demand creation (adigéng and promotion) expense relates to paymemdguuendorsement contracts. In
general, endorsement payments are expensed unyformt the term of the contract. However, certaintact elements may be accountec
differently, based upon the facts and circumstan€esch individual contract.

Certain contracts provide for contingent paymeantsrtdorsers based upon specific achievementsiimsiarts (e.g., winning a
championship). We record selling and administragixgense for these amounts when the endorser ashtie¥ specific goal.

Certain contracts provide for payments based updorsers maintaining a level of performance inrtbport over an extended period
time (e.g., maintaining a top ranking in a sportdg/ear). These amounts are reported in sellidgaaministrative expense when we
determine that it is probable that the specifie@l®f performance will be maintained throughow 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.

Certain contracts provide for royalty paymentsrida@sers based upon a predetermined percentagéesfaf particular products. We
expense these payments in cost of sales as thedslaes are made. In certain contracts, we offieimum guaranteed royalty payments. For
contractual obligations for which we estimate thatwill not meet the minimum guaranteed amounbghity fees through sales of product,
we record the amount of the guaranteed paymentdess of that earned through sales of productlimgend administrative expense
uniformly over the remaining guarantee period.

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. Changesrctumstances (such as technological
advances or changes to our business operationsgsalt 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 thgiogrvalue of property, plant and equipment maynbgaired, 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 impairmehamyes are recorded as other expense. We estintate éindiscounted cash flows using
assumptions about our expected future operatinfgmeance. Our estimates of undiscounted cash floag change in future periods due to,
among other things, technological changes, econoamiditions, changes to our business operationsability to meet business plans. Such
changes may result in impairment charges in thisgén which such changes in estimates are made.

Gooduwill and Other Intangible Assets

We adopted Statement of Financial Accounting Stadsl¢SFAS) No. 142, “Goodwill and Other Intangilllssets,” (FAS 142) effective
for the first quarter of fiscal 2003. In accordamdth FAS 142, goodwill and intangible assets wittiefinite lives are no longer amortized |
instead measured for impairment at least annuallyn@n events indicate that an impairment exisssrejuired by FAS 142, in our
impairment tests for goodwill and other indefiniiteed intangible assets, we compare the estimatied/élue of goodwill and other intangible
assets to the carrying value. If the carrying vaxeeeds our estimate of fair value, we calculaggirment as the excess of the carrying v
over our estimate of fair value. Our estimatesaaf¥alue utilized
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in goodwill and other indefinite-lived intangibleset tests may be based upon a number of faatelsding our assumptions about the
expected future operating performance of our réppunits. Our estimates may change in future jgeritue to, among other things,
technological change, economic conditions, chabtgesr business operations or inability to meefrmss plans. Such changes may result in
impairment charges recorded in future periods.

As discussed further below, upon adoption of FA3, iMe recorded an impairment charge related to wiloahd other indefinite-lived
intangible assets of $266.1 million. This chargshiewn on our consolidated statement of incoméeasumulative effect of accounting
change. In future periods, any goodwill impairmemarges would be classified as a separate lineateour consolidated statement of incc
as part of income before income taxes and cumelatfect of accounting change. Other indefinitediintangible asset impairment charges
would be classified as other expense.

Intangible assets that are determined to haveitkefines will continue to be amortized over theseful lives and are measured for
impairment only when events or circumstances iriditlae carrying value may be impaired. In thesesase 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 flowsthes calculate the impairment as the excess afdhging value of the asset over our
estimate of its fair value. Any impairment chargesild be classified as other expense.

Hedge Accounting for Derivatives

We use forward exchange contracts and option ocistta hedge certain anticipated foreign curren@hange transactions, as well as
any resulting receivable or payable balance. Wipegific criteria required by SFAS No. 133, “Accoungt for Derivative Instruments and
Hedging Activities,” have been met, changes in ¥aiues of hedge contracts relating to anticipatadsactions are recorded in other
comprehensive income rather than net income urgilinderlying hedged transaction affects net incémmost cases, this results in gains
and losses on hedge derivatives being releaseddtben comprehensive income into net income some éfter the maturity of the
derivative. One of the criteria for this accountingatment is that the forward exchange contraciuarshould not be in excess of specifically
identified anticipated transactions. By their vaature, our estimates of anticipated transactioamg fluctuate over time and may ultimately
vary from actual transactions. When anticipatedgaation estimates or actual transaction amoumigdse below hedged levels, or when the
timing of transactions changes significantly, we gquired to reclassify at least a portion ofdheulative changes in fair values of the
related hedge contracts from other comprehenso@nie to other income/expense during the quartetich such changes occur. Once an
anticipated transaction estimate or actual traimaeimount decreases below hedged levels, we ndjistments to the related hedge cont
in order to reduce the amount of the hedge contoaittat of the revised anticipated transaction.

Taxes

We record valuation allowances against our defeagdssets, when necessary, in accordance witts A 109, “Accounting for
Income Taxes.” Realization of deferred tax assaish as net operating loss carryforwards) is degrenoh future taxable earnings and is
therefore uncertain. At least quarterly, we asHasdikelihood that our deferred tax asset balamitldoe recovered from future taxable
income. To the extent we believe that recoveryoidlikely, we establish a valuation allowance agawour 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 assetisour expectations of the future cash needsmofJdb. and foreign entities. Income tax
considerations are also a factor in determiningatheunt of foreign earnings to be indefinitely nraisted offshore.
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We take a conservative approach in determiningatheunt of foreign earnings to declare as reinvestisthore. As required by U.S.
generally accepted accounting principles, the prggion is that such earnings will be repatriatethm future. We carefully review all factors
that drive the ultimate disposition of such foregarnings, and apply stringent standards to overgpthe presumption of repatriation.
Despite this conservative approach, because tieendietation involves our future plans and expectegiof future events, the possibility exists
that amounts declared as indefinitely reinvestéshofe may ultimately be repatriated. For instatioe actual cash needs of our U.S. entities
may exceed our current expectations, or the actasdi needs of our foreign entities may be lessdiiaicurrent expectations. This would
result in additional income tax expense in the yeaidetermined that amounts were no longer indefinreinvested offshore. Conversely,
conservative approach may result in accumulatezlgorearnings (for which U.S. income taxes havenlprevided) being determined in the
future to be indefinitely reinvested offshore. lhistcase, our income tax expense would be reductebiyear of such determination.

On an interim basis, we estimate what our effedterate 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 ¢thange in estimate occurs so that the year-
to-date provision equals the expected annual rate.

Other Contingencies

In the ordinary course of business, we are invoimddgal proceedings regarding contractual andleynpent relationships, product
liability claims, trademark rights, and a variefyother matters. We record contingent liabilitiesulting from claims against us when it is
probable that a liability has been incurred andatm@unt of the loss is reasonably estimable. Welatie contingent liabilities when there is a
reasonable possibility that the ultimate loss miditerially exceed the recorded liability. Estimgtprobable losses requires analysis of
multiple factors, in some cases including judgmaeitisut the potential actions of third party claitssand courts. Therefore, actual losses in
any future period are inherently uncertain. Cuillgente do not believe that any of our pending lggaiceedings or claims will have a mate
impact on our financial position or results of agérns. However, if actual or estimated probabtariilosses exceed our recorded liability
such claims, we would record additional chargestsr expense during the period in which the adbsH or change in estimate occurred.

Results of Operations
Fiscal 2003 Compared to Fiscal 2002
» Revenues increased 8% to $10.7 billion, the highestual revenues in the history of NIKE.

» Income before the cumulative effect of an accogntinange increased to $740.1 million from $668.Bgniin the prior year, an
increase of 11%. After the effect of the accountihgnge, net income declined 29% from $663.3 miltm$474.0 million

 Diluted earnings per share before the effect ofttmunting change increased by 13%, from $2.42167. After the effect of the
accounting change, diluted earnings per sharerdstR7%

» Gross margins increased as a percentage of revéoue89.3% to 41.0% in fiscal 2003.

» Selling and administrative expense increased &aeptage of revenues to 29.3% from 28.5% in tor pear.

Revenue growth in our international regions drdwae8% increase in consolidated revenues in fisg@B2as compared to fiscal 2002.
Changes in currency exchange rates, primarily tine,avere responsible for 4% of the consolidategmee growth.
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Our largest international region, Europe, Middlestzand Africa (EMEA), reported 20% revenue growtliigcal 2003 compared to
fiscal 2002. This growth reflected a 15 percenfagjat improvement due to changes in currency exgbaates. Growth in the emerging
markets in Central and Eastern Europe was the kegrabf the balance of the increase, as our digtion continued to expand in these
markets and customer demand increased. Excludegffact from changes in currency exchange rases$) ef our EMEA business units,
footwear, apparel, and equipment, delivered revemoath versus the prior year.

EMEA pre-tax income grew from $422.4 million inda 2002 to $533.0 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€l2 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 increbBem $216.2 million in fiscal 2002 to $295.0 riwh in fiscal 2003. This increase
reflected higher revenues and improved gross msithet more than offset higher selling and admiafiste costs.

In the Americas region, fiscal 2003 revenues deg@d % compared to fiscal 2002, reflecting higlaessin 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 experienced sales growth in the footweareandpment business units slightly offset by a $meicentage decrease in the apparel
business unit. On a geographic basis, excludingenay exchange rate impacts, the region experiesaled growth in Brazil, Argentina, and
Mexico, reflecting stronger consumer demand. Thessgrowth in Argentina reflected a rebound siriseall 2002 when that country
underwent an economic crisis.

Pre-tax income for the Americas region grew fror2.$9illion in fiscal 2002 to $96.3 million in fiat 2003. Pre-tax income improved
despite lower reported revenues primarily due tovgaroved gross margin percentage.

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

During fiscal 2003, we began a realignment of ou8.lootwear distribution to address the changeatgirmarketplace, including our
largest customes’ (Foot Locker) reduction in emphasis on premiuotf@ar in its offerings. The objectives of thisligament are to improv
the presentation and profitability of the NIKE bdain the U.S. As a result of changes in both Famtler’s orders and our product offering:
this account, our fiscal 2003 sales to Foot Lodkéhe U.S. were significantly below the level @&fdal 2002. At the same time, we expanded
the premium products available to other athletecsgity and independent retailers that focus ompre footwear offerings, increasing sales
to these accounts significantly.

Based upon U.S. futures orders scheduled for dgliteough December 2003, we expect that U.S. featwevenues will remain belc
prior year levels at least through the first hdilfiscal 2004. In the short
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term, we do not expect to fully offset the revedeeline from Foot Locker in the U.S., and the amswf future sales to Foot Locker are
uncertain. However, we believe the NIKE brand ammtis to enjoy strong consumer demand and that Weuetcessfully realign our
distribution to fulfill consumers’ demand for ouroglucts and generate profitable revenue growth.

Our unit sales of footwear in the U.S. increasaghfly as compared to fiscal 2002. However, thikiate 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. Based upon futures orders, average pricegdeordered by customers for delivery in thetfguarter of fiscal 2004 was slightly
below the prior year, but the average price peripareased for second quarter orders.

U.S. region pre-tax income increased from $9560amiin fiscal 2002 to $957.5 million in fiscal 28. Pre-tax income improved,
despite lower revenues and higher selling and adtrative expense, due to improved gross margins.

Other revenues include revenues from Bauer NIKEKdgcInc., Cole Haan Holdings, Inc., Hurley Intefonal LLC, and NIKE Golf.
In fiscal 2003, we began managing the NIKE Golfragiens in our largest golf markets separately faamregional businesses. As a result,
beginning in the first quarter of fiscal 2003, reues and pre-tax income for these businesses le@redxcluded from the regional results and
reported in the Other category. This NIKE Golf imfation for fiscal 2002 and fiscal 2001 has beetassified in this Form 10-K to conform
to the fiscal 2003 presentation.

Other revenues grew 12% in fiscal 2003 compardis¢al 2002. The addition of revenues from our lduitbusiness, purchased in the
fourth quarter of fiscal 2002, drove the increas®©ther revenues.

Other pre-tax income declined from $56.8 milliorfistal 2002 to $18.9 million in fiscal 2003. Reeédrofitability at NIKE Golf
drove this decline, reflecting significantly wealdamand in the U.S. golf market versus fiscal 280@ start-up issues we experienced at a
third-party distribution facility. We expect thagmhand in the U.S. for golf products throughoutitttristry and for our business may remain
weak in the near term due to the current slowdofstheU.S. economy.
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The breakdown of revenues follows:

FY03 vs FY02 vs
Fiscal Fiscal FY02 Fiscal FYO1
2003 2002 % CHG 2001 % CHG

(Dollars in millions)

USA Region
Footweal $ 3,019.! $3,135.¢ (4% $3,167. (1)%
Apparel 1,351.( 1,255." 8% 1,207.¢ 4%
Equipment 287.¢ 278.¢ 3% 273.¢ 2%
Total USA 4,658.¢ 4,669.¢ — 4,648.¢ —
EMEA Region
Footweal 1,896.( 1,543.¢ 23% 1,415.° 9%
Apparel 1,133.: 977.¢ 16% 961.( 2%
Equipment 212.¢ 174.¢ 22% 176.% ()%
Total EMEA 3,241.° 2,696. 20% 2,553.( 6%
Asia Pacific Regiol
Footweal 732.¢ 640.2 14% 617.t 4%
Apparel 499.: 403.: 24% 356.1 13%
Equipment 127.1 98.7 29% 91.t 8%
Total Asia Pacific 1,358.¢ 1,142.: 19% 1,065.: 7%
Americas Regiol
Footweal 337.: 359.1 (6)% 355.2 1%
Apparel 148.1 167.1 (11)% 152.1 10%
Equipment 41.¢€ 41.¢ ()% 31.¢ 32%
Total Americas 527.( 568.1 (7)% 539.1 5%
9,785.¢ 9,076.¢ 8% 8,806.: 3%
Other 911.] 816.€ 12% 682.7 20%
Total Revenue $10,697.( $9,893.( 8% $9,488.¢ 4%

This discussion includes disclosure of “pre-taoime” for our operating segments. We have repontedax income for each of our
operating segments in accordance with Statemefinahcial Accounting Standard No. 131, “Disclosusbsut Segments of an Enterprise
and Related Information.” As discussedNate 17 — Operating Segments and Related Informatithe attachedllotes to Consolidated
Financial Statemeni, certain corporate costs are not included in preiricome of our operating segments.

Worldwide futures and advance orders for our foaiwand apparel scheduled for delivery from June820MNovember 2003 were 5.(
higher than such orders reported in the comparzdried of fiscal 2002. Five points of this reportedrease were due to changes in currency
exchange rates versus the same period last yeauQhune 26, 2003 press release, we reporteavtititwide futures and advance orders for
this period were up 4.4% as compared to last yedtltzat futures and advance orders in the U.S. denan 10% as compared to last year.
Our futures program permits changes to orders &oait period of time following the order deadligeich changes to U.S. orders, most
notably additional orders of footwear from Foot ket increased the growth in worldwide futurestfar June to November period by 0.6
percentage points, to 5.0%, and reduced the deciedsS. orders from 10% to 9%. These orders Viggréootwear consistent with our
distribution realignment strategy discussed abdte. reported futures orders growth is not necdgdadicative of our expectation of
revenue growth during this period. This is becahsamix of orders can shift between advance/futaresat-once orders. In addition,
exchange rate fluctuations as well as differinglswf order cancellations can cause differencéisarcomparisons between futures orders
actual revenues. Moreover, a significant portioowf revenues is not derived from futures ordersuiding wholesale sales of equipment,
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U.S. licensed team apparel, Bauer NIKE Hockey, Etdan, NIKE Golf, Hurley, and retail sales acroébeands.

In fiscal 2003, our consolidated gross margin petage improved 1.7 points as compared to fiscaR2006m 39.3% to 41.0%.
Significant factors contributing to the improveags margin percentage were as follows:

(1) Product cost reductions resulting from our globélatives to improve efficiency and reduce matisr@sts

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

Lower pricing of NIKE Golf products as a resultrofirket conditions discussed above partially offisese positive margin drivers. Changes
in currency exchange rates did not have a matenjgct on our gross margin percentage in fiscaB2the benefit of stronger hedge rates
in some currencies was offset by weaker hedge matather currencies. A significant portion of pumd purchases for fiscal 2004 are already
hedged and we expect that changes in year-overhgelye rates will have a net positive effect ongross margin percentage in fiscal 2004,
as the benefits of stronger euro hedge rates rharedffset weaker hedge rates in other currencies.

Selling and administrative expense increased asa@ptage of revenues from 28.5% in fiscal 20029t8% in fiscal 2003. Both
demand creation and operating overhead expenssasenl as a percentage of revenues. Demand creagpiense grew from $1,027.9 million
in fiscal 2002 to $1,168.6 million in fiscal 20a3igher costs incurred in the EMEA region drove ginewth 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 realign our distribution to retaiistomers.

Operating overhead increased from $1,792.5 milliofiscal 2002 to $1,969.0 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 Informatiot), investments in headcount for our NIKE Golf besig, the addition of Hurley overhead costs beginirirthe fourth
quarter of fiscal 2002, and overhead costs of @it retail stores in EMEA and Asia Pacific.

As part of our worldwide supply chain initiativegvimplemented new systems in the EMEA region icali003. Prior to the EMEA
region implementation, we implemented new systemaspocesses for certain global functions and torld.S. and Canadian businesses.
Over the next few years, we will continue to enteaand refine the systems and processes in theEMEA and Canada as well as
implement our new supply chain platform in the revimy countries in which we operate. Over this tipagiod, operating overhead expense
will continue to include costs of the supply chaitiative as well as costs for supporting our &rig system infrastructure for those
businesses where we have not yet implemented thesys&tems. This initiative is intended to improegenue (by increasing our ability to
respond to market conditions), margins (by loweghage-outs and distribution costs) and cash flewréducing inventories). In the U.S.,
where the new systems have been in place for oyeal we have begun to see improvements in sekeygberformance measures. The
ultimate level of benefit, if any, to revenues, gias, and cash flows will not be known until thevmngystems and processes have been
implemented in the remaining countries in whichaperate and globally integrated over the next feary.

Interest expense decreased from $47.6 millionsicafi 2002 to $42.9 million in fiscal 2003, a deelof 10%. The decrease reflected
both lower interest rates and lower average deleideas we have used cash flow from operatiomsdaoce total debt.
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Other income/expense was net expense of $79.9mibbmpared to net expense of $3.0 million in fi&8H2. Significant amounts
included in other income/expense were interestrirerofit sharing expense, goodwill amortizatifiecgal 2002 only), and certain foreign
currency gains and losses.

An increase in net foreign currency losses waddatgest contributor to the increase in other expemssus last year. These foreign
currency losses were primarily due to hedge loseaatercompany charges to a European subsididrgs&functional currency is the euro.
These losses are reflected in the Corporate limeiirsegment presentation of pre-tax incomidate 17 — Operating Segments and Related
Information. The hedge losses reflected that the euro hasgstiened considerably since we entered into thedgehcontracts. In fiscal 20(
net foreign currency losses in other income/experese more than offset by favorable translatiofoogign currency denominated profits.
Our estimate of the net impact of these lossegfanthvorable translation is a $13 million addittorconsolidated income before income
taxes. Consistent with our existing policies, weehaontinued to hedge anticipated intercompanygssafor fiscal 2004. Since the euro has
continued to strengthen since these hedge contrectsexecuted, we expect to continue to incur soedge losses in fiscal 2004. However,
we expect the net impact of the hedge losses andftbetting positive translation impact will ressin a net benefit to fiscal 2004 consolida
net income versus the prior year.

Our fiscal 2003 effective tax rate was 34.1%, reddy consistent with the fiscal 2002 effectiveaaf 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 lesshiibaarrying values. In addition, the adoptiortha accounting standard resulted in a
reduction to goodwill and intangible asset amotimraof $13.1 million as compared to fiscal 2008e$he accompanyiridotes to
Consolidated Financial Statements (Note 4 — |diabli# Intangible Assets and Goodwildy further information.

Fiscal 2002 Compared to Fiscal 2001

» Revenues increased 4% to $9.9 billion, compar&915 billion in fiscal 2001.

» Income before the cumulative effect of an accogntihange increased to $668.3 million from $589.lfigniin the prior year, an
increase of 13%. After the effect of the accountihgnge, net income rose 12

+ Diluted earnings per share before the effect ofitmunting change increased by 14%, from $2.#2146. After the effect of the
accounting change, diluted earnings per sharel®%e

» Gross margins increased as a percentage of revem86s3% from 39.0% in fiscal 2001.
» Selling and administrative expense increased &aeptage of revenues to 28.5% from 28.3% in fi26all.

* Included in fiscal 2002 net income was a $5.0 onillafter-tax loss related to the cumulative eftddhe adoption of SFAS No. 133,
“Accounting for Derivative Instruments and Hedginctisities.”

As discussed above, our fiscal 2002 and fiscal 20@#& Golf information has been reclassified to foom to the fiscal 2003
presentation. This presentation reflects signifi¢dditlE Golf operations as a separate businessarOtier category rather than within each of
our geographical regions. The following discussbfiscal 2002 results versus fiscal 2001 by regigftects this reclassification of NIKE
Golf operations. This reclassification did not feguany change to our previously reported cortgdld results, nor did it result in a
significant change to the previously reported reseand profitability trends in each of our regiobainesses in fiscal 2002. This
reclassification did result in significantly highevenues and profits reported in the Other categor
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In the U.S. region, revenues were flat in fiscad20ersus fiscal 2001, reflecting increased salepparel and equipment offset by
decreased sales of footwear. The increased sasgsparel reflected higher demand folliime products, particularly for NIKE brand and Bd
Jordan basketball apparel, more than offsettingtfext of the expiration of our apparel licensesggnent with the National Football League
in fiscal 2001. While in-line sales of footwearieased in fiscal 2002, particularly in the mid-ramqgice segment, close-out sales decreased
significantly. The reduction in close-out saledeeted both our efforts to limit the availability dose-out products in the marketplace (in
order to build overall profitability) and relatiwehigh levels of close-out sales in the last h&fiscal 2001 due to supply chain system
disruptions. As in the apparel business, salesliENbrand and Brand Jordan basketball footwear ypetsdwere the primary drivers of
increased wholesale sales of in-line footwear dytie year.

Despite revenues and selling and administrativeresg being essentially consistent with fiscal 20086, pretax income increased frc
$905.0 million to $956.0 million, driven primarilyy an improved gross margin percentage.

In fiscal 2002, revenues from our internationalioag grew 6% versus the prior year. Changes ireagsr exchange rates decreased the
international region growth rate 6 percentage paantd decreased our consolidated growth rate &ipge points. Fiscal 2002 reported
revenues in EMEA increased by 6% over fiscal 20@dluding a 4 percentage point decrease due togelsaim currency exchange rates.
Excluding the negative effect of currency exchareges, EMEA revenues grew in each of our businegs, footwear, apparel, and
equipment and in almost every country in the regieflecting increasing demand for NIKE brand pret$uthroughout EMEA.

EMEA pretax income grew 16% from $363.4 million to $422.4lion. Growth in revenues and a higher gross nrapgrcentage dro\
the increase in pre-tax income.

In our Asia Pacific region, reported revenues gréw including a 10 percentage point decrease dakanges in currency exchange
rates. Asia Pacific revenues grew in each businegs@nd in almost every country in the region hwihe largest growth coming from Japan,
Korea, and China.

Pre-tax income for the Asia Pacific region increaem $184.4 million to $216.2 million. The inceeain revenues and lower selling
and administrative expense as a percentage ofuegairove the growth in pre-tax income, which wasially offset by a decline in gross
margin percentage.

The Americas region reported revenues grew 5%uidtiict) a 7 percentage point decrease due to chamgasrency exchange rates,
despite a drop-off in sales in Argentina during skeond half of fiscal 2002 as a result of the tgtsmeconomic crisis. Revenues in the
Americas region grew in each of our business uldtsby growth in Canada, Mexico, and Brazil.

Pre-tax income for the Americas region increasethf$81.6 million to $92.1 million. The increaser@venues and lower selling and
administrative expense as a percentage of revehiogs the growth in pre-tax income, which was péigtioffset by a decline in gross margin
percentage.

In fiscal 2002, Other revenues, including reverfues Bauer NIKE Hockey, Cole Haan, Hurley, and NIKBIf, increased 20% to
$816.6 million, driven by growth in NIKE Golf. THeurley acquisition did not have a significant impan fiscal 2002 revenues since the
acquisition did not occur until the last quartefis€al 2002.

Other pre-tax income declined from $74.2 millior$5&6.8 million, driven by a decline in profitabjliat Cole Haan. Despite slight
revenue growth at Cole Haan during the year taxancome declined due to relatively high discaumtaind inventory obsolescence as a re
of depressed consumer demand in the wake of thei@bpr 11, 2001 terrorist attacks.
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Our gross margin percentage improved from 39.0%saal 2001 to 39.3% in fiscal 2002. Factors cdniting to the improved gross
margin percentage in fiscal 2002 were as follows:

(1) Higher in-line pricing margins in EMEA, due to taffect of higher prices effective at the beginnarighe fiscal year and
sourcing and warehousing efficiencies, partialligef by the effect of weaker euro/U.S. dollar cneyehedge rates relative
fiscal 2001,

(2) Higher footwear margins in the U.S. due in patbtger product costs and lower transportation ca@sgs result of both
effective negotiations with shippers and lowerfagight costs incurred. Relatively higher air figigosts were incurred in
fiscal 2001 due to supply chain system proble

(3) A higher mix of in-line sales versus close-out saleU.S. footwear, reflecting increased demandrfdine footwear and
lower clos-out sales as compared to fiscal 2001 as discussma:

Selling and administrative expense increased asa@ptage of revenues from 28.3% in fiscal 20028t6% in fiscal 2002. Operating
overhead increased 6% in fiscal 2002. Significaiveds of the increased operating overhead includeased investment in our supply
chain initiative, additional headcount to supparnt golf and European businesses due to busineggtgradditional expense for compensa:
programs tied to our profitability and stock perf@ance, and costs for additional retail stores piilgnan our EMEA and Asia Pacific regions.

Demand creation expense was $1,027.9 million zafi2002 versus $998.2 million in fiscal 2001, whigas consistent between years
as a percentage of revenues. Our fiscal 2002 decraation expense reflected incremental spendingdoWorld Cup 2002 marketing
campaign, which began in the fourth quarter ofdi002.

Interest expense decreased 19%, from $58.7 miltidiscal 2001 to $47.6 million in fiscal 2002. THecrease reflected both lower
interest rates and lower average debt levels, asse@ cash flow from operations to reduce totat.deb

Other income/expense was a net expense of $3.@miifl fiscal 2002 versus a net expense of $34ltomiin fiscal 2001. Significant
amounts included in other income/expense includestést income, profit sharing expense, goodwilbgipation, certain foreign currency
gains and losses, and asset disposal gains/ldésesther expense decreased between years as¢heZ001 amount included charges for
contractual settlements that did not recur in fi2€92. In addition, fiscal 2002 other income/exgpeincluded credits related to the favorable
resolution of some outstanding claims.

Our fiscal 2002 effective tax rate was 34.3% aspmamed to 36.0% in fiscal 2001. As required by Wé&herally accepted accounting
principles, we do not accrue a U.S. tax liabilityforeign earnings permanently invested offshores [bwer effective tax rate in fiscal 200z
primarily the result of a larger amount of foreiggrnings permanently invested offshore in fisc@l2than in fiscal 2001.

Recently Issued Accounting Standards

In June 2001, the Financial Accounting Standardsr8¢9FASB) issued SFAS No. 143, “Accounting for ésRetirement
Obligations” (FAS 143). This statement requireg thhability for an asset retirement obligationdeeognized at fair value in the period the
obligation is incurred and the associated retirdmests be capitalized as part of the carrying arhotithe related tangible long-lived asset.
All provisions of this statement will be effectif@ the Company on June 1, 2003. We do not expetithe adoption of FAS 143 will have a
material impact on our consolidated financial gosior results of operations.

In June 2002, the FASB issued SFAS No. 146 “Acdogrfor Costs Associated with Exit or Disposal Adies” (FAS 146). This
statement supercedes Emerging Issues Task FortE)(Elsue No. 94-3 “Liability Recognition for CeirisEmployee Termination Benefits
and Other Costs to Exit an Activity (including Gent Costs Incurred in a Restructuring),” FAS 14@&uiees that a liability for a cost
associated with an exit or disposal activity beoggized when the liability is incurred. Under EI9&-3, a liability was recognized at the date
an entity committed to an exit plan. FAS 146 alstablishes that the liability should initially beeasured and recorded at fair value. The
provisions of FAS 146 are effective for any exitatisposal activities initiated after
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December 31, 2002. We have not entered into amyjfisignt exit or disposal activities since the effee date of this rule. As such, FAS 146
has not had an impact on our consolidated finampdsaition or results of operations, and no sigaificimpact is expected in the foreseeable
future.

In November 2002, the FASB issued FASB Interpretabio. 45, “Guarantos’' Accounting and Disclosure Requirements for Guaes
Including Indirect Guarantees of Indebtedness be@t’ (FIN 45). FIN 45 requires that upon issuaoice guarantee, a guarantor must
recognize a liability for the fair value of an ajdition assumed under a guarantee. FIN 45 alsoresgadlditional disclosures by a guarantor in
its interim and annual financial statements abbetdbligations associated with guarantees issusalrdcognition provisions of FIN 45 are
effective for any guarantees issued or modifiedrditecember 31, 2002. The disclosure requiremdrfii\o45 were effective beginning with
the third quarter of fiscal 2003.

In connection with various contracts and agreemevesrovide routine indemnifications relating e tenforceability of intellectual
property rights, coverage for legal issues thatea@nd other items that fall under the scope Mf44. Currently, we have several such
agreements in place. However, based on our histaiperience and estimated probability of futwss| we have determined that the fair
value of such indemnifications is not material. Elerthe adoption of FIN 45 has not had an impaciwrconsolidated financial position or
results of operations, and no significant impa&xpected in the foreseeable future.

In December 2002, the FASB issued SFAS No. 148 8@8oting for Stock-Based Compensation— Transitioth Risclosure—an
amendment of FASB Statement No. 123" (FAS 148)sBtatement amends SFAS No. 123 “Accounting foclSBased
Compensation” (FAS 123) to provide alternative me#hof voluntarily transitioning to the fair valbased method of accounting for stock-
based employee compensation. FAS 148 also amead#sitiosure requirements of FAS 123 to requireldssire of the method used to
account for stock-based employee compensationheneffect of the method on reported results in laothual and interim financial
statements. The disclosure provisions are effeftives beginning with this fiscal 2003 annual nem Form 10-K. The annual impact of a
change to the fair value model prescribed by FASHas been disclosed in our previous 10-K filiragg] the applicable disclosures in this
report are ifNote landNote 10of theNotes to Consolidated Financial Statemems this time, we plan to continue to accountgtck-
based compensation using the intrinsic method phestin Accounting Principles Board Opinion No, 2Bccounting for Stock Issued to
Employees,” rather than change to the FAS 123vtire method.

In January 2003, the FASB issued FASB Interpretaio. 46, “Consolidation of Variable Interest Eiatif’ (FIN 46). This interpretatio
of Accounting Research Bulletin No. 51, “ConsolgthFinancial Statements,” addresses consolidafisar@ble interest entities. FIN 46
requires certain variable interest entities to eesolidated by the primary beneficiary if the gntdbes not effectively disperse risks amonc
parties involved. The provisions of FIN 46 are efifiee immediately for those variable interest éesitcreated after January 31, 2003. The
provisions are effective for the first period begig after June 15, 2003 for those variable interksld prior to February 1, 2003. We do not
currently have any variable interest entities &gdd in FIN 46. Accordingly, we do not expect fhv@visions of FIN 46 to affect our
consolidated financial position or results of opierss.

Liquidity and Capital Resources
Fiscal 2003 Cash Flow Activity

Cash provided by operations was $917.4 milliorisodl 2003, compared to $1,081.5 million in fise@D2. Our primary source of
operating cash flow was income before the cumudagifect of an accounting change of $740.1 mill©perating cash flow decreased
compared to the prior year due to increased inverstin certain working capital components durirsgdil 2003, including inventories. While
a decline in inventory levels provided a sourceasfth during fiscal 2002, an increase in inventewgls during fiscal 2003 resulted in a use of
cash, primarily due to our decision to purchase&pcbfor the U.S. “back-to-school” selling seasarlier than we did last year in order to
improve the timeliness of shipments to customers.

Cash used by investing activities during fiscal 20fs $215.6 million, compared to $302.8 milliomeéated during fiscal 2002. The
most significant investing activities in both petsowere expenditures for
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computer equipment and software related to ourlgugain initiative and continued investment in NEKowned retail stores. Spending for
both of these activities declined in fiscal 200X ampared to fiscal 2002. Additionally, fiscal 20§/2=nding included our acquisition of all of
the assets and substantially all of the liabilibé$iurley International LLC, an action sports grmaith lifestyle brand company. Costs incur
for distribution center projects increased in fl2203, the largest project being construction aéw storage building in Japan, with
scheduled opening in the second half of fiscal 2@A#ing fiscal 2004, we will continue to make ist@ments in systems improvements (most
notably the supply chain initiative), retail expemms and our worldwide distribution center facéi Additionally, during the first quarter of
fiscal 2004, we entered into an agreement to pgeknverse Inc., discussed further below.

Cash used by financing activities in fiscal 2003wW&05.2 million, up from $478.2 million in the priyear. This amount included uses
of cash for dividends to shareholders, a net réoludt debt, and share repurchases. These useslofrere partially offset by proceeds from
the exercise of employee stock options.

The share repurchases were part of a $1.0 billanesrepurchase program that began in fiscal 28f¢dr, completion of a fouyear, $1.(
billion program in fiscal 2000. In fiscal 2003, wepurchased 4.0 million shares of NIKE's Class Biowon stock for $191.0 million. To date,
under the current program, we have purchased kbatoi2.3 million shares of NIKE Class B common stock for $585.7 million. We expe
continue to fund the current program from operatiagh flow. The timing and the ultimate amounthidres purchased under the program
be dictated by our capital needs and stock madeditions.

Long-term Financial Obligations and Other Commerdi€ommitments

Our significant long-term contractual obligatiorssai May 31, 2003 and significant endorsement eattrentered into through the date
of this report are as follows:

Cash Payments Due During the Year Ended May 31,

Thereafter
Description of Commitment 2004 2005 2006 2007 2008 Total
(In millions)
Operating Lease $188.¢ 149.¢ 129.t 1111 92.2 505.¢ $1,176.¢
Long-term Debt 205.7 5.6 5.¢ 255.¢ 30.¢ 227.k 731.¢
Endorsement Contrac 338.¢ 292.1 247.2 230.7 129.1 204.7 1,442.
Other 25.5 9.5 2.5 14 1.2 0.2 40.3

The amounts listed for endorsement contracts reptegpproximate amounts of base compensation amidnonin guaranteed royalty
fees we are obligated to pay athlete and sport txadorsers of our products. Actual payments unoi@escontracts will likely be higher than
the amounts listed as these contracts providedouges to be paid to the endorsers based upoti@dthievements in future periods. Actual
payments under some contracts may also be lowefiadted number of contracts include provisionsrieduced payments if athlete
performance declines in future periods.

In addition to the cash payments disclosed aboeeans obligated to furnish the endorsers with Npt&ducts for their use. It is not
possible to determine how much we will spend os glioduct on an annual basis as the contracts tdgtipalate a specific amount of cash to
be spent on the product. The amount of productigeavto the endorsers will depend on many factwkiding general playing conditions,
the number of sporting events in which they pgrtité, and our own decisions regarding product amdketing initiatives. In addition, the
costs to design, develop, source, and purchasgrdlgleicts furnished to the endorsers are incurred ayperiod of time and are not necessarily
tracked separately from similar costs incurredoimducts sold to customers.

An outsourcing contractor provides us with inforioattechnology operations management services giw@006. The amount of the
payments in future years depends on our level afthip use of the different elements of the contvestservices. If we were to terminate the
entire contract as of May 31, 2003, we would beiirgl to provide the contractor with four monthstine and pay a termination fee of $32.7
million. Our monthly payments to the contractorrently are approximately $6 million.
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We also have the following outstanding short-teebtdbligations as of May 31, 2003. Please ref¢ihécaccompanyinblotes to
Consolidated Financial Statements (Note 6 — SkmBorrowings and Credit Lingdor further description and interest rates reldtethe
short-term debt obligations listed below.

Outstanding as o

May 31, 2003
(In millions)
Notes payable, due at mutually agi-upon dates, generally ninety days from issuaneamatemanc $ 75.4
Payable to Nissho Iwai American Company (NIAC)tlee purchase of inventories, generally due
sixty days after shipment of goods from a foreignt $ 49.€

As of May 31, 2003, letters of credit of $704.4Iil were outstanding, primarily for the purchasénwentory. All letters of credit
generally expire within one year.

On July 9, 2003, we entered into an agreement tthpse all of the equity shares of Converse Inwidaly recognized footwear
company based in Massachusetts, for $305 milli@h cBrior to closing, this transaction is subjeatetgulatory review, including U.S.
government review under the Hart-Scott-Rodino PrgereNotification Act. If the acquisition is compéel, we do not expect it will have a
significant effect on our liquidity, results of apdions or financial position in the short term. M¥twe do expect a positive impact on our
long-term profitability from this acquisition, weaenot reasonably estimate this impact at this time.

Capital Resources

In October 2001, we filed a shelf registration estaént with the Securities and Exchange CommisS&€]) under which $1.0 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 $500.0 million in medium-term notes, as our tapieeds dictate. We entered into this prograpréeide additional liquidity to meet our
working capital and general corporate cash requeregs During fiscal 2003, we issued a total of &8ion in notes under the medium-term
note program. The notes have coupon rates that faogy 4.80% to 5.66%. The maturities range froty 9u2007 to August 7, 2012. For
each of the notes, we have entered into interéssm@ap agreements whereby we receive fixed intpeggnents at the same rate as the notes
and pay variable interest payments based on tke-month or sixnonth London Inter Bank Offering Rate (LIBOR) pluspread. Each sw
has the same notional amount and maturity dates asspective note. After issuance of these ng#H).0 million remains available to be
issued under our medium note program, and anoB@9.8 million remains available to be issued uralershelf registration statement. We
may issue additional notes under the shelf registran fiscal 2004 depending on working capitahgeal corporate needs.

As of May 31, 2003, we had a total of $1.0 billavailable under two committed credit facilitiespiace with a group of banks, and we
currently have no amounts outstanding under eftmlity. The first facility is a $500.0 million,@1-day facility that will mature on
November 14, 2003 and can be extended 364 dayaatnnaaturity date. The second facility is a $500ilion, multi-year facility that
matures on November 17, 2005, and once a yean ibea@xtended for one additional year. Both ofdHasilities have been in place since
fiscal 2001. During fiscal 2003, upon renewal invidmber 2002, the 364-day facility was reduced f&§00.0 million to $500.0 million.
Based on our current long-term senior unsecuretrdéibgs of A and A2 from Standard and Poor’s @oagion and Moody’s Investor
Services, respectively, the interest rate chargeany outstanding borrowings on the 364-day facilibuld be the prevailing LIBOR plus
0.24%, and the interest rate charged on any oulisigitborrowings on the multi-year facility would tee prevailing LIBOR plus 0.22%. The
facility fees for the 364-day facility and the mujear facility are 0.06% and 0.08%, respectivefithe total commitment.

If our long-term debt rating were to decline, theility fees and interest rates under our committedit facilities would increase.
Conversely, if our long-term debt rating were t@nave, the facility fees and interest
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rates would decrease. Changes in our long-termrdébt would not trigger acceleration of matufyany then outstanding borrowings or
any future borrowings under the committed creditlittes. However, under these committed creditlitées, we have agreed to various
covenants. These covenants include limits on apadial of fixed assets and the amount of debt eddwy liens we may incur, and set a
minimum ratio of net worth to indebtedness. In¢lhent we were to have any borrowings outstandirtguthese facilities, failed to meet any
covenant, and were unable to obtain a waiver franagrity of the banks, any borrowings would becammediately due and payable. As of
May 31, 2003, we were in full compliance with eadthese covenants and believe it is unlikely wk f&il to meet any of these covenants in
the foreseeable future.

Liquidity is also provided by our commercial papeogram, under which there was no amount outstgnatiMay 31, 2003 and $338.3
million outstanding at May 31, 2002. We currentivh short-term debt ratings of A1 and P1 from Statiénd Poor’s Corporation and
Moody'’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 naadbe foreseeable future.

Dividends per share of common stock for fiscal 20@3e $0.54, compared to $0.48 in fiscal 2002. \Aketpaid a dividend every
quarter since February 1984. We review our divideokity from time to time; however, based upon entmprojected earnings and cash flow
requirements, we anticipate continuing to pay atguly dividend in the foreseeable future.

ltem 7A. Quantitative and Qualitative Disclosures about MakRisk

In the normal course of business and consisteht @gtablished policies and procedures, we empl@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, production &ndling activities. Our foreign
currency risk management objective is to reducevénmbility of local entity cash flows as a resoitexchange rate movements. We use
forward exchange contracts and options to heddainanticipated but not yet firmly committed transons as well as certain firm
commitments and the related receivables and pagablduding third party or intercompany transaesio

When we begin hedging exposures depends on theeraftthe exposure and market conditions. Generalllanticipated and firmly
committed transactions that are hedged are todmynézed within twelve months, although at May 2003 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 longrtéxed 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, foreigrrency option contracts, cross-currency swaps,éstaate swaps, intercompany loans
denominated in foreign currencies, fixed interest 1U.S. dollar denominated debt, and fixed intawge Japanese yen denominated debt.
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We use VaR to monitor the foreign exchange ris@wfforeign currency forward and foreign currengyion derivative instruments
only. The VaR determines the maximum potential dagloss in the fair value of these foreign exclearsge-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 computation. Our computations aseth on interrelationships between currenciesmpdeist rates (a “variance/co-variance”
technique). These interrelationships are a funafdioreign exchange currency market changes aedeist rate changes over the preceding
one year. The value of foreign currency optionssdugt change on a one-to-one basis with changbe innderlying currency rate. We
adjusted the potential loss in option value forébmated sensitivity (the “delta” and “gamma”)cttanges in the underlying currency rate.
This calculation reflects the impact of foreignreuncy rate fluctuations on the derivative instrutsemly, and hence does not include the
impact of such rate fluctuations on the underlyiaged transactions that are anticipated transactiiom commitments, cash balances and
accounts and loans receivable and payable denagdiimaforeign currencies from the VaR calculatime)uding those which are hedged by
these instruments.

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#ds. It also does not represent the full extéitte 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 fabtenrs.

The estimated maximum one-day loss in fair valueamforeign currency sensitive financial instrunggmlerived using the VaR model,
was $21.0 million and $13.7 million at May 31, 20081 May 31, 2002, respectively. The increase iR ¥a of May 31, 2003 occurred due to
the effect of currency volatility on existing traden the May 31, 2003 VaR computation versus tfeeedf currency volatility on existing
trades on the May 31, 2002 VaR computation. Suaypathetical loss in fair value of our derivativgsuld be offset by increases in the ve
of the underlying transactions being hedged. Thlegage monthly change in the fair values of foraigrrency forward and foreign currency
option derivative instruments was $43.3 million &42.9 million for fiscal 2003 and fiscal 2002, 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 intexestrS. dollar denominated debt, cross-
currency swaps, and interest rate swaps. For d#igidions, the table presents principal cash flawd related weighted average interest rates
by expected maturity dates. We have excluded thesecurrency swaps from the foreign exchange asgory because these instruments
eliminate all foreign currency exposure in the ciglvs of a euro denominated intercompany loan.h&kee included these cross-currency
swaps in the interest rate risk category but exadutie related intercompany loan from this categegause the intercompany interest
eliminates in consolidation. For the crasstency swaps the table presents both the eurp payable and U.S. dollar swap receivable an
respective pay and receive interest rates. Allrmftion is presented in millions of U.S. dollars¢ept interest rates.

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 denominatad dere issued by and are accounted for by twaupflapanese subsidiaries.
Accordingly, the monthly remeasurement of thes#umsents due to changes in foreign exchange ratesognized in accumulated other
comprehensive loss upon the consolidation of thabsidiaries.

There were no significant changes in debt or cooseency swap market risks during fiscal 2003. Uh8. dollar fair values of
intercompany loans denominated in foreign currengias $649.4 million at May 31, 2002, which is sene as the carrying values of the
loans prior to their elimination. The U.S. dollairfvalue of the fixed rate Japanese yen denondrabét that was outstanding at May 31,
2002 was $207.4 million versus a carrying valug181.4 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, 2002 werEs# million, $196.2 million and
$267.9 million, respectively, versus carrying valuwé $499.8 million, $188.8 million and $250.0 niaiii, respectively, at that date.
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In fiscal 2002 we issued a $250 million long-telireél-rate corporate bond which matures in Augu862n fiscal 2003, we issued an
additional $90 million in long-term fixed-rate camate bonds which mature on various dates begirinidgly 2007 through August 2012.
Fixed interest rates on these bonds range from #088466%. For each of these bonds issued in f&@@2 and fiscal 2003, we have entered
into interest rate swap agreements whereby wevediied interest payments at the same rate asahds and pay variable interest payments
based on the three-month or six-month LIBOR plspr@ad. Each swap has the same notional amoumbatudity date as the corresponding
bond. As a result of the interest rate swap agreemthe average effective interest rate payabkhese bonds was 2.5% at May 31, 2003 and
3.3% at May 31, 2002. These interest rate swapaa@unted for as fair value hedges, so changteirecorded fair values of the swaps are
offset by changes in the recorded fair value ofréiated debt. The recorded fair value of the ggerate swaps was a $25.5 million gain at
May 31, 2003 and a $1.8 million loss at May 31,200

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 subgdigyariable interest on the intercompany loardas 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 atnafudibillion Japanese yen. This interest ratepsisanot accounted for as a hedge,
accordingly changes in the fair value of the swagpracorded to net income. As of May 31, 2003 réoerded fair value of the swap was a

$1.0 million loss.

Expected Maturity Date
Year Ended May 31,

200¢ 200¢€ 200¢ Thereafter Fair Value
2004 2007 Total
(In millions, except interest rates)
Foreign Exchange Risk
Euro Functional Currenc
Intercompany loan — U.S. dollar
denominated — Fixed rate
Principal payment $ — — — — — 270.¢ $270.¢ $  270.
Average interest rate — — — — — 2.™% 2.™%
Intercompany loan — British pound
denominate— Fixed rate
Principal payments $ 30.C — — — — — $ 30.C $ 30.C
Average interest rate 3.4% — — — — — 3.4%
U.S. Dollar Functional Currency
Intercompany loans — Euro
denominated — Fixed rate
Principal payments $186.( — — — — — $186.( $ 186.C
Average interest rat 5.6% — — — — — 5.6%
Intercompany loan — Japanese yen
denominated — Variable rate
Principal payment $189.1 — — — — — $189.1 $  189.1
Average interest rate 0.4% — — — — — 0.4%
Intercompany loan — Canadian dollar
denominate— Fixed rate
Principal payments $ 36.2 — — — — — $ 36.2 $ 36.2
Average interest rate 3.5% — — — — — 3.5%
Japanese Yen Functional Currency
Long-term Japanese yen de— Fixed rate
Principal payments $ 57 5.7 5.7 5.7 5.7 161.¢ $190.1 $ 234t
Average interest rate 3.3% 3.%% 3.4% 3.4% 3.4% 2.%% 3.0%
Interest Rate Risk
Japanese Yen Functional Currency
Long-term Japanese yen debt — Fixed rate
Principal payment $ 57 5.7 5.7 5.7 5.7 161.€ $190.1 $ 234t
Average interest rate 3.3% 3.%% 3.4% 3.4% 3.4% 2.%% 3.0%
U.S. Dollar Functional Currency
Long-term U.S. dollar dek— Fixed rate
Principal payments $200.( — — 250.( 25.C 65.C $540.( $ 582z
Average interest rate 5.7% 5.4% 5.4% 5.4% 5.5% 5.5% 5.5%
Fixed euro for fixed U.S. dollar
cross-currency swap
Euro swap payable $186.( — — — — — $186.( $ 193t
U.S. dollar swap receivable $200.( — — — — — $200.( $ 211
Average pay rate (eur 5.6% — — — — — 5.6%
Average receive rate (U.S. dollars) 6.5% — — — — — 6.5%
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Special Note Regarding Forward-Looking Statementsral 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 otferaie “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,” “pject,” “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 designsagketers, 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, carsdemand for NIKE products, and the various mafiketbrs 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; the ability oKElIto sustain, manage or forecast its
growth and inventories; the size, timing and miypofchases 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 dismsy 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 and political and economic instability; afg@sin government regulations; liability and otblims asserted against NIKE; the ability
to attract and retain qualified personnel; and othetors referenced or incorporated by referendgis report and other reports.

The risks included here are not exhaustive. Otbetians of this report may include additional fastwhich 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 gaesfor management to predict all such risk fagtoror can it assess the impact of all such
risk factors on NIKE’s business or the extent tackhany factor, or combination of factors, may @astual results to differ materially from
those contained in any forward-looking stateme@tsen these risks and uncertainties, investorslghmat place undue reliance on forward-
looking statements as a prediction of actual result

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

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 ateg accounting principles we
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considered appropriate in the circumstances alddacsome amounts based on our best estimatesidguthgnts. Other financial information
in this report is consistent with these financtatesments.

Our accounting systems include controls designedasonably assure that assets are safeguardedfi@unthorized use or disposition
and which provide for the preparation of finangtdtements in conformity with generally acceptecbaating principles. These systems are
supplemented by the selection and training of fjedlfinancial personnel and an organizationaldtme 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 independendactants and reviews with the
independent accountants, management and the ihtertia staff, the scope and the results of thaiahexamination, the effectiveness of the
accounting control system and other matters rejatirthe financial affairs of NIKE as they deem regpiate. The independent accountants
and the internal auditors have full access to the@ittee, with and without the presence of managegnte discuss any appropriate matters.
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REPORT OF INDEPENDENT AUDITORS

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

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15(Ai page 65 present fairly, in all
material respects, the financial position of NIKEG. and its subsidiaries at May 31, 2003 and 2@63,the results of their operations and
their cash flows for each of the three years inpyéod ended May 31, 2003 in conformity with aaating principles generally accepted in
United States of America. In addition, in our opimi the financial statement schedule listed ininkdex appearing under ltem 15(A)(2) on
page 65 presents fairly, in all material respaties,information set forth therein when read in cotion with the related consolidated
financial statements. These financial statemerdsiaancial statement schedule are the resportgilifithe Company’s management; our
responsibility is to express an opinion on thesarftial statements and financial statement schdshged on our audits. We conducted our
audits of these statements in accordance withiagditandards generally accepted in the UniteceStat America, which require that we p
and perform the audit to obtain reasonable assarabgut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstaements, 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’

/s/  PRICEWATERHOUSEC OOPERSLLP

Portland, Oregon
June 26, 2003, except for footnote 18, as to wttieldate is July 9, 2003
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NIKE, INC.
CONSOLIDATED STATEMENTS OF INCOME

Revenue:!
Cost of sale!

Gross Margir

Selling and administrativ

Interest expense (Notes 6 anc

Other income/expense, net (Notes 1, 12 anc

Income before income taxes and cumulative effemb@ating chang
Income taxes (Note ¢

Income before cumulative effect of accounting chee
Cumulative effect of accounting change, net of medaxes of (-, $3.0 and -) (Note 4, Note 1

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,

2003

2002

2001

(In millions, except per share data)

$10,697.1 $9,893.( $9,488.¢
6,313.¢ 6,004." 5,784.¢
4,383. 3,888.: 3,703.¢
3,137.¢ 2,820.¢ 2,689.°
42.¢ 47.€ 58.7
79.¢ 3.C 34.1
1,123.( 1,017.2 921.¢
382.¢ 349.( 331.%
740.] 668.: 589.7
266.] 5.C —

$ 474( $ 663.2 $ 589.7
$ 2.8 $ 2.5 $ 2.1¢
1.01 0.0z —

$  1.7¢ $ 2.4¢ $ 2.1¢
$ 27 $ 2.4¢ $ 2.1¢€
1.0C 0.0z —

$ 1.7 $ 244 $ 2.1¢€

The accompanying notes to consolidated financédéstients are an integral part of this statement.
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ASSETS
Current Assets
Cash and equivalen
Accounts receivable, less allowance for doubtfaloamts of $87.9 and $80
Inventories (Note 2
Deferred income taxes (Notes 1 anc
Prepaid expenses and other current assets (N

Total current asse

Property, plant and equipment, net (Note
Identifiable intangible assets, net (Note

Gooduwill (Note 4)

Deferred income taxes and other assets (Notes 8)

Total asset

LIABILITIES AND SHAREHOLDERS
Current Liabilities:
Current portion of lon-term debt (Note 7
Notes payable (Note ¢
Accounts payable (Note |
Accrued liabilities (Notes 5 and 1
Income taxes payab

Total current liabilities

Long-term debt (Note 7
Deferred income taxes and other liabilities (Ndtesd 8)
Commitments and contingencies (Notes 15 anc
Redeemable Preferred Stock (Note
Shareholder Equity:
Common Stock at stated value (Note :
Class A convertibl— 97.8 and 98.1 shares outstanc
Class B— 165.8 and 168.0 shares outstanc
Capital in excess of stated val
Unearned stock compensati
Accumulated other comprehensive loss (Note
Retained earning

Total shareholde’ equity

Total liabilities and sharehold¢ equity

May 31,
2003 2002
(In millions)
$ 634.( $ 575t
2,101.. 1,804.:
1,514.¢ 1,373.¢
163.7 140.¢
266.2 260.t
4,679.¢ 4,154,
1,620.¢ 1,614.t
118.2 206.(
65.€ 232.1
229.¢ 232.1
$6,713.¢ $6,440.(
" EQUITY

$ 205.7 $ 55.:
75.4 425.2
572.7 504.¢
1,054.: 765.2
107.2 83.C
2,015.; 1,833.:
551.¢ 625.¢
156.1 141.¢
03 03
0.2 0.2
2.€ 2.€
589.( 538.%
(0.€) (5.1)
(239.9) (192.9
3,639.: 3,495.(
3,990.° 3,839.(
$6,713.¢ $6,440.(

The accompanying notes to consolidated financédégsients are an integral part of this statement.
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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
Increase in accounts receiva
(Increase) decrease in inventor
Decrease in other current assets and income tages/able
Increase (decrease) in accounts payable, accaatties and income taxes paya

Cash provided by operatio

Cash provided (used) by investing activities
Additions to property, plant and equipment and b
Disposals of property, plant and equipm
Increase in other ass¢

Increase (decrease) in other liabilit

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 otieeksssuance
Repurchase of stoc

Dividends— common and preferre

Cash used by financing activiti
Effect of exchange rate chang

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,

2003 2002 2001
(In millions)

$474.( $ 663.c $ 589.%
266.1 5.0 —
239.: 223t 197.¢
50.4 15.2 79.¢
23.2 48.1 16.7
12.t 13.€ 32.4
(136.9) (135.9)  (141.9)
(102.9) 55.4 (16.7)
60.¢ 16.€ 78.C
30.1 175.4 (179.9)
917.¢ 1,081.t 656.5
(185.9) (282.6)  (317.9
14.¢ 15.¢ 12.7
(46.9) (28.7) (38.5)
1.8 (6.9 1.1
(215.6) (302.§)  (342.9
90.4 329.¢ —
(55.9) (80.9) (50.9)
(349.9) (431.5) (68.9)
44.2 59.t 56.C
(196.9) (226.9  (157.0
(137.9) (128.9  (129.7)
(605.7) (478.2)  (349.9
(38.1) (29.0) 85.4
58.t 271.t 49.7
575.t 304.C 254.:
$ 634.( $ 575t $ 304.(
$ 38¢ $ 54z $ 68EF
330.2 262.( 173.1

The accompanying notes to consolidated financédégsients are an integral part of this statement.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Common Stock

Class A Class B Capital in Accumulated

Unearned Retained
Stock Other .
Shares Amount  Shares Amount Eé(t:aetsesdm Compensatior Comprehensive Earnings
Value Income (Loss) Total
(In millions, except per share data)
Balance at May 31, 2000 9.z $ 0.2 170« $ 2€ $ 369.C $ (11.79) $ (111.) $2,887.( $3,136.(
Stock options exercise 2.8 91.C 91.C
Conversion to Class B Common Stock (0.7) 0.1 —
Repurchase of Class B Common Stock (4.0) (4.8) (152.2) (157.0
Dividends on Common stock ($.48 per shi (129.9 (129.¢)
Issuance of shares to employees 0.1 6.7 (6.7) —
Amortization of unearned compensation 7.8 7.3
Forfeiture of shares from employe (2.5) 1.z (0.€) 1.9
Comprehensive income (Note 14):
Net income 589.7 589.7
Foreign currency translation and other (net oftamefit
of $2.4) (41.0) (41.0)
Comprehensive income (41.0) 589.7 548.7
Balance at May 31, 2001 99.1 $ 0.2 1695 $ 2€ $ 459¢ $ 99 $ (152.7) $3,194.0 $3,494.!
Stock options exercised 1.7 72.¢ 72.¢
Conversion to Class B Common Stc (1.0) 1.C
Repurchase of Class B Common Stock 4.9 (5.2 (232.5) (237.9)
Dividends on Common stock ($.48 per share) (128.¢) (128.¢)
Issuance of shares to employees and o 0.2 13.2 1.9 11.2
Amortization of unearned compensation 6.5 6.5
Forfeiture of shares from employees (0.7) (1.6) 0.2 (1.5) (2.9)
Comprehensive income (Note 1
Net income 663.% 663.%
Other comprehensive income (net of tax benefitld.8):
Foreign currency translation (1.5) (1.5)
Cumulative effect of change in accounting principle
(Note 1) 56.€ 56.¢
Adjustment for fair value of hedge derivatives (95.6) (95.6€)
Comprehensive income (40.9) 663.: 623.(
Balance at May 31, 2002 981 $ 0.2 168( $ 2€ $ 5387 % 5.1 $ (192.9 $3,495.( $3,839.(
Stock options exercised 1.3 48.2 48.2
Conversion to Class B Common Stock 0.9) 0.2 —
Repurchase of Class B Common St (4.0) (4.8) (186.2) (191.0
Dividends on Common stock ($.54 per share) (142.9) (142.9)
Issuance of shares to employees 0.2 9.6 0.2 9.4
Amortization of unearned compensat 3.7 3.7
Forfeiture of shares from employees (0.7) 2.7 C 0.9 (2.€)
Comprehensive income (Note 14):
Net income 474.( 474.(
Other comprehensive income (net of tax benefita.8):
Foreign currency translation 127.¢ 127.¢
Adjustment for fair value of hedge derivatives (174.%) (174.%)
Comprehensive income (47.9) 474.( 426.7
Balance at May 31, 2003 976 $ 0.2 1656 $ 2€ $ 589.(C $ 06 $ (239.7) $3,639.0 $3,990.0

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

The consolidated financial statements include to®ants of NIKE, Inc. and its subsidiaries (the @amy). 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 distoand returns are made at the time of sale.

Shipping and Handling Costs
Shipping and handling costs are expensed as irttarré 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 resoih fpayments under endorsement
contracts. Accounting for endorsement paymentsset upon specific contract provisions. Generatiglorsement payments are expensed
uniformly over the term of the contract after giyirecognition to periodic performance complianaevigions of the contracts. Prepayments
made under contracts are included in prepaid exgsesmusd other current assets or other assets degesrdihe length of the contract. Through
cooperative advertising programs, we reimburseretail customers for certain of their costs of atisang our products. We record these ¢
in selling and administrative expense at the pioiiitme when we are obligated to our customergHercosts. This obligation may arise prior
to the related advertisement being run. Total &g and promotion expenses were $1,168.6 mil&in027.9 million and $998.2 million
for the years ended May 31, 2003, 2002 and 208@pgertively. Included in prepaid expenses and atheent assets and other assets was
$135.2 million and $113.2 million at May 31, 2008182002, respectively, relating to prepaid adviegigind promotion expenses.

Cash and Equivalents
Cash and equivalents represent cash and shorttiéghty liquid investments with original maturitie$ three months or less. The
carrying amounts reflected in the consolidatedi@dasheet for cash and cash equivalents approxfaiatealue due to the short maturities.

Inventory Valuation
Inventories are stated at the lower of cost or etalkventories are valued on a first-in, first-§l-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 oragghtrline basis over 3 to 10 years.
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Impairment of Long-Lived Assets

Effective June 1, 2002, the Company adopted theigioms of Statement of Financial Accounting StadddSFAS) No. 144,
“Accounting for the Impairment or Disposal of Lohgred Assets” (FAS 144), which did not have an itpan the Company’s consolidated
financial position or results of operations. In@wcance with FAS 144, the Company estimates theduindiscounted cash flows to be
derived from an asset to assess whether or naieatr impairment exists when events or circumsarindicate the carrying value of a long-
lived asset may be impaired. If the carrying vaneeeds our estimate of future undiscounted cas¥sflwe then calculate the impairment as
the excess of the carrying value of the asset oweestimate 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 being amortized but insteacbaieg measured for impairment at least annuatlyleen events indicate that an impairn
exists. As required by FAS 142, in the Company’paimment test of goodwill, we compare the fair eabf the applicable reporting unit to its
carrying value. If the carrying value of the rejgugtunit exceeds the estimate of fair value, wewate the impairment as the excess of the
carrying value of goodwill over its implied fair lwee. In the impairment tests for indefinite-livedangible assets, we compare the estimated
fair value of the indefinite-lived intangible assé&b the carrying value. If the carrying value esd®the estimate of fair value, we calculate
impairment as the excess of the carrying value theestimate of fair value. See Note 4 for disicussf 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 Currencyrénsactions

Adjustments resulting from translating foreign ftional currency financial statements into U.S. @dllare included in the foreign
currency translation adjustment, a component afiaedated other comprehensive loss in shareholeéeusty.

Transaction gains and losses generated by the efféareign exchange on recorded assets anditiabidenominated in a currency
different from the functional currency of the applle Company entity are recorded in other incorpaiese currently.

Accounting for Derivatives and Hedging Activities

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

In accordance with the transition provisions, tlerPany recorded a one-time transition adjustmenf dsne 1, 2001 on both the
consolidated statement of income and the conselidaalance sheet. The transition
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adjustment on the consolidated statement of incoasea charge of $5.0 million, net of tax effectisTéimount related to an investment that
was adjusted to fair value in accordance with F&S. The transition adjustment on the consolidatddrre sheet represented the initial
recognition of the fair values of hedge derivatigesstanding on the adoption date and realizedsgaid losses on effective hedges for which
the underlying exposure had not yet affected egmimhe transition adjustment on the consolidatddrite sheet was an increase in current
assets of $116.4 million, an increase in noncuraseets of $87.0 million, an increase in curratiilities of $151.6 million, and an increase
other comprehensive income of approximately $561Bom, net of tax effect. The majority of the $86million recorded in other
comprehensive income as of June 1, 2001 relatedtstanding derivatives at that date. Because exgeheates on the transition date were
different from those on the maturity dates of thésgvatives and because some contracts maturinggdihe year ended May 31, 2002 were
entered into after the transition date, amounimalely reclassified to earnings during the yeateghMay 31, 2002, as described in Note 14,
were significantly different 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 otthresolidated 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 Adttounting Principles Board
(APB) Opinion No. 25, “Accounting for Stock IssuedEmployees’as permitted by Statement of Financial Accountitan8ards (SFAS) Ni
123 “Accounting for Stock-Based Compensation” (F&3). The Company’s policy is to grant stock opsigvith an exercise price equal to
the market value at the date of grant, and accglglimo compensation expense is recognized.

As required by FAS 123 and amended by SFAS No."AdB8ounting for Stock-Based Compensation—Transitma Disclosure” (FAS
148), the Company has computed, for pro forma désck purposes, the fair value of options grantethd the years ended May 31, 2003,
2002 and 2001 using the Black-Scholes option pgiodel. The weighted average assumptions usestdok option grants for each of these
years were a dividend yield of 1%, expected vatatdf the market price of the Compe s common stock of 38%, 38% and 39% for the y
ended May 31, 2003, 2002 and 2001, respectiveleighted-average expected life of the options piraximately five years; and interest
rates of 3.8%, 4.8% and 5.4% for the years endeg 3a2003, 2002 and 2001, respectively. Thesedsateates are reflective of option grant
dates throughout the year.

Options were assumed to be exercised over thereypacted life for purposes of this valuation. #gtments for forfeitures are made
they occur. For the years ended May 31, 2003, 20022001, the total value of the options grantedwhich no previous expense has been
recognized, was computed as approximately $89.8omil$73.4 million and $5.0 million, respectivelyhich would be amortized on a
straight line basis over the vesting period ofdp#@ons. The weighted average fair value per sbhtiee options granted in the years ended
May 31, 2003, 2002 and 2001 are $17.45, $16.02baAd7, respectively.
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If the Company had accounted for these stock ogtiggsued to employees in accordance with FAS 123Cobmpany’s pro forma net
income and pro forma earnings per share (EPS) wuaité been reported as follows:

Year Ended May 31,

2003 2002 2001
(In millions)
Net income as reporte $474.( $663.: $589.7
Add: Stocl-based compensation expense included in reportedewhe, net of ta — — 0.8
Deduct: Total stock-based employee compensatioarespunder fair value based method for
all awards, net of ta (42.2) (36.7) (30.79)
Pro forma net incom $431.¢ $627.2 $559.¢

Earnings per Shar

Basic— as reportel $ 1.7¢ $ 2.4¢ $ 2.1¢
Basic— pro forma $ 1.6 $ 2.34 $ 2.07
Diluted — as reporte! $ 1.77 $ 2.44 $ 2.1¢€
Diluted — pro forma $ 1.62 $ 2.3C $ 2.0t

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 noiS. 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 thbaars 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 outltgnshares, assuming conversion o
potentially dilutive stock options and awards. Skete 11 for further discussion.

Management Estimates

The preparation of financial statements in conftymiith 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 grahees during the reporting period. Actual
results could differ from these estimates.
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Reclassifications

Certain prior year amounts have been reclassifiebtform to fiscal year 2003 presentation. Théseges had no impact on previot
reported results of operations or shareholdersitgqu

Recently Issued Accounting Standards

In June 2001, the Financial Accounting Standardsr@¢9FASB) issued SFAS No. 143, “Accounting for étsRetirement
Obligations” (FAS 143). This statement requireg thhability for an asset retirement obligationreeognized at fair value in the period the
obligation is incurred and the associated retirdmests be capitalized as part of the carrying arhotithe related tangible long-lived asset.
All provisions of this statement will be effectif@ the Company on June 1, 2003. It is not expetitatithe adoption of FAS 143 will have a
material impact on the Company’s consolidated fom@rposition or results of operations.

In June 2002, the FASB issued SFAS No. 146 “Acdogrfor Costs Associated with Exit or Disposal Attes” (FAS 146). This
statement supercedes Emerging Issues Task ForEE)(Elsue No. 94-3 “Liability Recognition for CeirieEmployee Termination Benefits
and Other Costs to Exit an Activity (including Gent Costs Incurred in a Restructuring).” FAS 14@uiees that a liability for a cost
associated with an exit or disposal activity beoggized when the liability is incurred. Under EI9&-3, a liability was recognized at the date
an entity committed to an exit plan. FAS 146 alsmbklishes that the liability should initially besasured and recorded at fair value. The
provisions of FAS 146 are effective for any exitlatisposal activities initiated after December3102. We have not entered into any
significant exit or disposal activities since tHfeetive date of this rule. As such, FAS 146 hashaa any impact on the Company’s
consolidated financial position or results of operss, and no significant impact is expected infireseeable future.

In November 2002, the FASB issued FASB Interpretabio. 45, “Guarantos’' Accounting and Disclosure Requirements for Guaes
Including Indirect Guarantees of Indebtedness be@t’ (FIN 45). FIN 45 requires that upon issuaoice guarantee, a guarantor must
recognize a liability for the fair value of an ajdition assumed under a guarantee. FIN 45 alsoresgadlditional disclosures by a guarantor in
its interim and annual financial statements abbetabligations associated with guarantees issusel rdcognition provisions of FIN 45 are
effective for any guarantees issued or modifiedrditecember 31, 2002. The disclosure requiremdrfii\o45 were effective beginning with
the third quarter ended February 28, 2003.

In connection with various contracts and agreeménésCompany provides routine indemnificationgitial to the enforceability of
intellectual property rights, coverage for legaliss that arise, and other items that fall undestope of FIN 45. Currently, the Company has
several such agreements in place. However, bast#teddompany’s historical experience and estimptebtability of future loss, the
Company has determined that the fair value of sndémnifications is not material. Hence, the admptf FIN 45 has not had an impact on
the Company’s consolidated financial position @utts of operations, and no significant impactdigexted in the foreseeable future.

In December 2002, the FASB issued SFAS No. 148 8@8oting for Stock-Based Compensation—Transition Ristlosure—an
amendment of FASB Statement No. 123" (FAS 148)sBhatement amends SFAS No. 123 “Accounting foclSBased
Compensation” (FAS 123) to provide alternative me#hof voluntarily transitioning to the fair valbased method of accounting for stock-
based employee compensation. FAS 148 also amead#sitiosure requirements of FAS 123 to requireldssire of the method used to
account for stock-based employee compensationheneffect of the method on reported results in laothual and interim financial
statements. The disclosure provisions are effeétivehe Company beginning with this annual report~orm 10-K. The annual impact of a
change to the fair value model prescribed by FAS Has
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been disclosed in the Company’s previous annud filngs, and the applicable disclosures in thapart are here in Note 1 and Note 10. At
this time, the Company plans to continue to accéamstock-based compensation using the intrinalae method prescribed in Accounting
Principles Board Opinion No. 25, “Accounting foio8k Issued to Employees,” rather than change t&-&f 123 fair value method.

In January 2003, the FASB issued FASB Interpratdilo. 46, “Consolidation of Variable Interest Eiest’ (FIN 46). This interpretatio
of Accounting Research Bulletin No. 51, “ConsolathFinancial Statements”, addresses consolidafivar@ble interest entities. FIN 46
requires certain variable interest entities to eesolidated by the primary beneficiary if the gntdbes not effectively disperse risks amonc
parties involved. The provisions of FIN 46 are efiiee immediately for those variable interest éesitcreated after January 31, 2003. The
provisions are effective for the first period begirg after June 15, 2003 for those variable intsrkesld prior to February 1, 2003. The
Company does not currently have any variable istarstities as defined in FIN 46. Accordingly, thempany does not expect the provisions
of FIN 46 to affect the Company’s consolidated ficial position or results of operations.

Note 2 — Inventories
Inventories by major classification are as follows:

May 31,
2003 2002
(In millions)
Finished good $1,484.. $1,348..
Work-in-progress 15.2 13.C
Raw material: 15.€ 12.¢
$1,514.¢ $1,373.¢
Note 3 — Property, Plant and Equipment
Property, plant and equipment includes the foll@yin
May 31,
2003 2002
(In millions)
Land $ 1911 $ 178.
Buildings 785.( 739.¢
Machinery and equipme 1,538." 1,356.¢
Leasehold improvemen 433. 394.2
Construction in proces 40.€ 72.4
2,988.¢ 2,741,
Less accumulated depreciati 1,368.( 1,127.:

$1,620.¢ $1,614.!

Capitalized interest was $0.8 million, $1.7 milliand $8.4 million for the years ended May 31, 2@IR)2 and 2001, respectively.
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Note 4 — Identifiable Intangible Assets and Goodwiil
Adoption of FAS 142

The Company adopted Statement of Financial Accogr8itandards No. 142, “Goodwill and Other Intangibsets,” (FAS 142)
effective June 1, 2002. In accordance with FAS f#ddwill and intangible assets with indefinitegs/will no longer be amortized but inst
will be measured for impairment at least annuatwhen events indicate that an impairment existangible assets that are determined to
have definite lives will continue to be amortizeceotheir useful lives.

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. Under FAZ, Joodwill impairment exists if the net book valof a reporting unit exceeds its
estimated fair value. The Company estimated thev&due of its reporting units by using a combioatof discounted cash flow analyses and
comparisons with the market values of similar ptlipliraded companies.

Included in the Company’s $266.1 million impairmeharge was a $178.5 million charge related tartipairment of the goodwiill
associated with the Bauer NIKE Hockey (“Bauer”) &uale Haan reporting units. These reporting urmgsraflected in the Company’s
“Other” operating segment. Since the Comparpurchase of Bauer in 1995, the hockey equipmehipparel markets have not grown as
as expected and the in-line skate market has atattaignificantly. As a result, we determined tiwat 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, 2@ddorist 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 vatfi¢he asset exceeds its fair value. The Compatisnated the fair value of trademarks using
the relief-from-royalty approach, which is a stamtfiorm of discounted cash flow analysis typicaled 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 idetile intangible assets and goodwill balancesfagay 31, 2003 and May 31,
2002:

May 31, 2003 May 31, 2002
Gro_ss Accumulated Gro_ss Accumulated
Carrying Amortization Carrying Amortization
Amount Amount
(In millions)
Amortized intangible assel
Patents $ 24.¢ $ (104 $ 231 $ (8.9
Trademarks 12.¢ (10.6) 12.C (9.9
Other 7.5 1.7 7.5 (0.2
Total $ 45.C $ (22 $ 42.€ $ (18.9
Unamortized intangible asse
Goodwill $ 65.¢ $232.%
Trademark: 95.C 182.2
Total $160.¢ $414.¢
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Amortization expense of identifiable assets witfird lives, which is included in selling and admnsitrative expense, was $3.6 million,
$2.6 million and $2.5 million for the years endedwB1, 2003, 2002, and 2001, respectively. The tination expense of indefinite-lived
intangible assets and goodwill, which was inclugtedther income/expense, net, was zero, $13.1anibind $13.1 million for the years enc
May 31, 2003, 2002, and 2001 respectively. Thenegtd amortization expense for intangible assdtfesuto amortization for each of the
succeeding years ending May 31, 2004 through Map@Q8 is as follows: 2004: $3.0 million; 2005: &2nillion; 2006: $2.8 million; 2007:
$2.2 million; 2008: $2.1 million.

The results for the years ended May 31, 2002 afd 20 not reflect the provisions of FAS 142. Theomted net income before
cumulative effect of accounting change was $668liBomand $589.7 million for the years ended Mal, 2002 and 2001, respectively. Had
the Company adopted FAS 142 on June 1, 2000, éoyehr ended May 31, 2001 we would have recordemhoeme before cumulative effe
of accounting change of $602.8 million as a restitiot recording $8.6 million in goodwill amortizan and $4.5 million in trademark
amortization. For the year ended May 31, 2002jnwtme before cumulative effect of accounting cleamguld have been $681.4 million a
result of not recording $8.6 million in goodwill @mtization and $4.5 million in trademark amortipati Basic and diluted earnings per
common share before accounting change would haveased $0.05 in both years ended May 31, 2002601

Note 5 — Accrued Liabilities
Accrued liabilities include the following:

May 31,
2003 2002
(In millions)
Fair value of foreign currency exchange contrampéions, and cro-currency swap $ 3131 $123.¢
Accrued compensation and bene 254.¢ 215.2
Accrued tax 79.C 47.2
Accrued endorser compensat 70.2 66.5
Other 337.( 312.€
$1,054.: $765.¢

Note 6 — Short-Term Borrowings and Credit Lines:

Commercial paper outstanding, notes payable tofyaid interest-bearing accounts payable to NisgabAmerican Corporation
(NIAC) are summarized below:

May 31,
2003 2002
Borrowings Interest Borrowings Interest
Rate Rate
(In millions) (In millions)
Notes payable and commercial paj
U.S. operation $ 2.3 4.25% $ 339. 1.82%
Non-U.S. operation: 73.1 5.26% 86.C 6.61%
$ 754 $ 425
NIAC 49.€ 2.06% 36.2 2.62%
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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 outstandipst31, 2003. At May 31, 2002, $338.3 million wagstanding under our
commercial paper program.

The Company purchases through NIAC certain athfetitwear and apparel it acquires from fdrs. suppliers. These purchases are
the Company’s operations outside of the U.S., Eeirapd Japan. Accounts payable to NIAC are geyetalt up to 60 days after shipment of
goods from the foreign port. The interest rate uchsaccounts payable is the 60 day London Interi@ffédred Rate (LIBOR) as of the
beginning of the month of the invoice date, plu&g6.

The Company has a $500.0 million, 364-day commitrediit facility and a $500.0 million, multi-yeaommitted credit facility in place
with a group of banks under which no amounts atstanding. The $500.0 million, 364-day facility megts on November 14, 2003 and can
be extended 364 days on each maturity date. The.@50illion multi-year facility matures on NovemhEF, 2005, and once a year, it can be
extended for one additional year. Based on the @oiyip current senior unsecured debt ratings, ttezést rate charged on any outstanding
borrowings on the $500.0 million 3Gy facility would be the prevailing LIBOR plus @%, and the interest rate charged on any outstgi
borrowings on the $500.0 million multi-year fagilitvould be the prevailing LIBOR plus 0.22%. Theiliacfees for the 364-day and the
multi-year facilities are 0.06% and 0.08%, respe&tyi, of the total commitment. Under these agreds)ghe Company must maintain, among
other things, certain minimum specified financeios with which the Company was in compliance atyN31, 2003.

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

May 31,
2003 2002
(In millions)

6.69% Corporate Bond, payable June 17, $ — $50C
6.375% Corporate Bond, payable December 1, : 200.( 199.¢
5.5% Corporate Bond, payable August 15, 2 266.: 248.2
4.8% Corporate Bond, payable July 9, 2 27.1 —
5.375% Corporate Bond, payable July 8, 2 27.€ —
5.66% Corporate Bond, payable July 23, 2 28.1 —
5.4% Corporate Bond, payable August 7, 2 16.4 —
4.3% Japanese yen note, payable June 26, 90.1 83.4
2.6% Japanese yen note, maturing August 20, 2066Ldh November 20, 20z 69.2 67.¢
2.0% Japanese yen note, maturing August 20, 2068Ldh November 20, 20z 30.¢ 30.2
Other 1.7 1.8

Total 757.% 681.2
Less current maturitie 205.7 55.2

$551.6 $625.¢

The fair value of long-term debt is estimated usiisgounted cash flow analyses, based on the Coyigiscremental borrowing rates
for similar types of borrowing arrangements. Thevalue of the Company'’s long-
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term debt, including current portion, is approxietai$818.4 million at May 31, 2003 and $723.9 roifliat May 31, 2002.

In August 2001, we issued a $250.0 million corpatadnd, maturing in August 2006, with an interast iof 5.5%. With the proceeds,
we reduced the amount of commercial paper outstgnéth November 2001 the Company entered intoéstarate swap agreements with the
same notional amount and maturity dates as thid,hehereby the Company receives fixed interest paymat the same rate as the bond and
pays variable interest payments based on the thoeeh LIBOR plus a spread. The interest rates dayabthese swap agreements were
approximately 2.7% and 3.3% at May 31, 2003 an@®288spectively.

We have an effective shelf registration statemetit the Securities and Exchange Commission forifibiio of debt securities. During
the year ended May 31, 2003, we issued a tota®@f0million in notes under the medium term notegpam of the shelf registration. The
notes have coupon rates that range from 4.80%68%&. The maturities range from July 9, 2007 to Asigl 2012. For each of these notes,
we have entered into interest rate swap agreemdrgrseby we receive fixed interest payments at #meesrate as the notes and pay variable
interest payments based on the six-month LIBOR alsgread. Each swap has the same notional amodimaturity date as the
corresponding note. At May 31, 2003, the interatds payable on these swap agreements range fpmoxapately 1.8% to 2.1%. After
issuance of these notes, $910.0 million remaingable to be issued under our 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-annualfye @greement 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, 2004 through 2008 are $208lidn, $5.9 million, $5.9
million, $255.9 million and $30.9 million, respegtly.

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

Year Ended May 31,

2003 2002 2001
(In millions)
Income before income taxes and cumulative effeetcobunting chang:
United State: $ 444.¢ $ 511. $470.7
Foreign 678.2 506.1 450.7
$1,123.( $1,017.: $921.¢

49



Table of Contents

The provision for income taxes is as follows:

Current:
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Foreign

Deferred:
United State:
Federal
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Foreign
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Deferred tax (assets) and liabilities are comprifettie 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
Hedges
Other

Total deferred tax asse
Deferred tax liabilities
Undistributed earnings of foreign subsidiai
Property, plant and equipme
Hedges
Other
Total deferred tax liabilitie

Net deferred tax asset before valuation allows
Valuation allowanct

Net deferred tax ass

50

Year Ended May 31,

2003 2002 2001
(In millions)
$125.¢ $156.5 $158.t
33.¢ 32.C 31.€
190.C 147.% 76.2
349.2 336.2 266.:
11.2 (3.9 64.2
8.€ 3.3 2.€
13.€ 12.€ (1.4)
33.7 12.¢ 65.4
$382.¢ $349.( $331.7
May 31,
2003 2002
(In millions)

$ (11. $ (145
(10.0) (17.9)
(27.4) (22.1)
(68.1) (49.0
(28.5) (38.5)
(15.9) (16.0)
(28.9) (23.4)
(32.5) (39.9
(110.9) (26.7)
(17.7) (22.7)
(351.7) (270.2)
60.1 22.C
94.: 59.€
2.€ 13.7
13.7 26.7
170.% 122.(
(181.0  (148.)
13.C 13.2
$(168.0  $(135.0
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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,

2003 2002 2001
Federal income tax ra 35.% 35.(% 35.(%
State taxes, net of federal ben 2.E 2.2 2.4
Foreign earning (2.7) (3.2 (1.8
Other, ne (0.7) 0.2 0.4
Effective income tax rat 34.1% 34.2% 36.(%

The Company has indefinitely reinvested approxitge#826.1 million of the cumulative undistributedraings of certain foreign
subsidiaries, of which $165.0 million was earnedrduthe year ended May 31, 2003. 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 $126.7 million.

Deferred tax assets at May 31, 2003 and 2002 weeleced by a valuation allowance relating to taefienattributable to net operating
losses of certain foreign subsidiaries where ltealaws limit the utilization of such net operajilosses.

A benefit was recognized for foreign loss carryfards of $65.0 million at May 31, 2003. Such lossgsire as follows (millions):

200¢ 200¢ 200¢ 2007 200¢ Indefinite
Year Ended May 31,

Expiration Amount 1.2 14 0.0 3 9.¢ 44.2

During the years ended May 31, 2003, 2002, and 2@&ime tax benefits attributable to employee stution transactions of $12.5
million, $13.9 million, and $32.4 million, respeatly, were allocated to shareholders’ equity.

Note 9 — Redeemable Preferred Stock

NIAC is the sole owner of the Company’s authoriiedieemable Preferred Stock, $1 par value, whiokdisemable at the option of
NIAC or the Company at par value aggregating $0lBom. A cumulative dividend of $0.10 per shargmyable annually on May 31 and
dividends may be declared or paid on the commarksibthe Company unless dividends on the Redeeariadgferred Stock have been
declared and paid in full. There have been no obsutgthe Redeemable Preferred Stock in the treaesyended May 31, 2003. As the holder
of the Redeemable Preferred Stock, NIAC does ned ganeral voting rights but does have the rightote as a separate class on the sale of
all or substantially all of the assets of the Conypand its subsidiaries, on merger, consolidafignjdation or dissolution of the Company or
on the sale or assignment of the NIKE trademarlatbletic 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, noalae, are 110 million ar
350 million, respectively. Each share of Class Afmon 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 37lkomshares of Class B Common Stock in connectidth 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. The exemige for non-statutory stock options, stock apgtion rights and the purchase price of
restricted stock may not be less than 75% of thierfarket value of the underlying shares on the d@édtgrant. No consideration will be paid
for stock bonuses awarded under the 1990 PlannAritiee of the Board of Directors administers tB8@ Plan. The committee has the
authority to determine the employees to whom awatitlde made, the amount of the awards, and therdierms and conditions of the
awards. As of May 31, 2003, the committee has grhatibstantially all nostatutory stock options at 100% of fair market eatun the date «
grant under 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, 2003 and May 31, 2002 was not materialifReats 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, 2003, 2002, and 2001, respectiviedyCompany recognized $2.7 million, $4.3 milliod&4.3 million in selling and
administrative expense related to the grants, ifetrfeitures.

During the years ended May 31, 2003, 2002 and 20@1Company 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 Can8tuck. Under the LTIP, awards are made to ceetairtutives in the form of either ce
or stock based on performance targets establishedvarying time periods. Once performance targetsachieved, cash or shares of stoc
issued. For certain plan years, shares of stockedssemain restricted for an additional three ydarsther plan years, shares are immediately
vested upon grant. Unvested shares are subjeatftatiire if the executive’s employment terminangthin that period. Plan participants are
entitled to cash dividends and to vote their reBpeshares. The value of the restricted sharestablished by the market price on the date of
issuance. Unearned compensation is charged fondnket value of the restricted shares. The unearaegbensation is shown as a reduction
of shareholders’ equity and is being amortizedalgtaver the service and vesting periods. Undetfh€ no shares were issued during the
year ended May 31, 2003 as performance targethdégplan year ended May 31, 2002 were not mett&{ tf 38,000 restricted shares with
average price of $49.50 were issued during the geded May 31, 2002 for the plan year ended May802, and 115,000 restricted shares
with an average market value of $47.56 were issluethg the year ended May 31, 2001. Related td.THE, the Company recognized $9.9
million, $9.0 million and $2.3 million of sellingna administrative expense in the years ending May803, 2002 and 2001, respectively,
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 18,07( $ 38.0:
Exercisec (2,944 19.2¢
Surrenderet (1,309 44.8(
Granted 341 40.71

Options outstanding May 31, 20 14,16¢ 41.2¢
Exercisec (1,687 33.62
Surrenderel (7249) 44 .4:
Granted 4,68 42 .6¢

Options outstanding May 31, 20 16,44 42.3]
Exercisec (2,307 29.5¢
Surrenderet (713 45.2:
Granted 5,27¢ 48.8:

Options outstanding May 31, 20 19,69¢ $ 44.82

Options exercisable at May 2
2001 6,62¢ $ 39.7(
2002 7,59( 42.3(
2003 9,73( 44.1¢

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, 2003:

Options Outstanding

Options Exercisable

Weighted

Number of Weighted Average Number of Weighted

Options Average Contractual Life Options Average
Exercise Price Outstanding Exercise Price Remaining Exercisable Exercise Price

(In thousands; (Years) (In thousands,

$11.25-$27.69 3,25z $ 25.6¢ 5.61 2,432 $ 24 9¢
28.1- 42.36 4,33 42.15 7.9¢ 1,15: 41.8¢
42.5(- 48.44 2,91 47.7¢ 4.7¢ 2,752 47.9¢
48.5- 48.98 5,02¢ 48.9¢ 9.1: 40 48.7¢
49.0- 74.88 4,17( 55.4: 5.74 3,351 55.7¢

In September 2001, the Company’s shareholders apgrbe establishment of an Employee Stock PurdRise(the “ESPP”) under
which 3,000,000 shares of Class B Stock are reddordssuance to employees. The plan qualifies msncompensatory employee stock
purchase plan under Section 423 of the InternabRe® Code. Employees are eligible to participatautih payroll deductions in amounts
ranging from 1% to 10% of their compensation nattoeed limitations set out under Section 423 hatend of each six-month offering
period, shares are purchased by the participa®s%tof the lower of the fair market value at tlegipning or the end of the offering period.
Under the ESPP, 249,000 shares were issued dinengetar ended May 31, 2003 and 78,000 shares ssred during the year ended May
31, 2002.
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Note 11 — Earnings Per Share

The following represents a reconciliation from lsaesarnings per share to diluted earnings per skgptons to purchase 11.7 million,
4.2 million, and 8.3 million shares of common stegdre outstanding at May 31, 2003, 2002, and 2f#khectively, but were not included in
the computation of diluted earnings per share b@zéuwe options’ exercise prices were greater thamverage market price of the common
shares and, therefore, the effect would be antiddu

Year Ended May 31,

2003 2002 2001

(In millions,
except per share data)

Determination of share

Average common shares outstanc 264.% 267.i 270.C
Assumed conversion of dilutive stock options anduas 3.1 4.5 3.3
Diluted average common shares outstan: 267.¢ 272.2 273.c
Basic earnings per common sh— before cumulative effect of accounting chal $ 2.8(C $ 2.5C $ 2.1¢
Cumulative effect of accounting char 1.01 0.0z —

$ 1.7¢ $ 2.4¢ $ 2.1¢

Diluted earnings per common sh— before cumulative effect of accounting chau $ 2.77 $ 2.4¢€ $ 2.1¢€
Cumulative effect of accounting char 1.0C 0.0z —
$ 1.77 $ 2.44 $ 2.1¢

Note 12 — Benefit Plans

The Company has a profit sharing plan availabkutzstantially all U.S.-based employees. The teriniseoplan call for annual
contributions by the Company as determined by tharé of Directors. Contributions of $16.0 milliggl,4.4 million, and $13.1 million to the
plan are included in other income/expense in thesglidated financial statements for the years emdiagl 31, 2003, 2002 and 2001,
respectively. The Company has a voluntary 401(k)leyee savings plan. The Company matches a pasfiemployee contributions with
common stock. Plan changes during the year endgd3¥a2001 included a larger Company match pergenégad a change to immediate
vesting of the Company match, compared to a prewasting schedule over 5 years. Company contabstio the savings plan were $15.0
million, $13.7 million, and $12.7 million for theegrs ended May 31, 2003, 2002 and 2001, respectaved are included in selling and
administrative expenses.

Note 13 — Interest Income

Included in other income/expense for the years émday 31, 2003, 2002, and 2001, was interest incoh$14.1 million, $13.6 million
and $13.9 million, respectively.
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Note 14 — Comprehensive Income

Comprehensive income is as follows:
Year Ended May 31,

2003 2002 2001
(In millions)
Net income $474.( $663.2 $589.7
Other comprehensive income (los
Change in cumulative translation adjustment androghet tax (expense)/benefit
of ($22.4) in 2003, $2.2 in 2002, $2.4 in 20 127.¢ (1.5 (41.0
Recognition in net income of previously deferredaatized loss on securities,
due to accounting change (net of tax (benefit$atZ)) — 3.4 —
Changes due to cash flow hedging instruments (M@}
Initial recognition of net deferred gain as of Junelue to accounting change
(net of tax (expense) of ($28.7 — 53.¢ —
Net (loss) gain on hedge derivatives (net of taxeffie of $160.8 in 2003 and
$31.5in 2002 (311.9 (73.9 —
Reclassification to net income of previously deddr(gains) and loss related
to hedge derivative instruments (net of tax (bdjiefipense of ($65.6) in
2003 and $10.2 in 200: 137.2 (22.9) —
Other comprehensive lo (47.9) (40.9) (41.0
Total comprehensive incon $ 426.7 $623.( $548.7
The components of accumulated other comprehenssgedre as follows:
May 31,
2003 2002
(In millions)
Cumulative translation adjustment and ot $ (22.¢)  $(150.7)
Net deferred loss on hedge derivati (216.9) (42.2)

$(239.7)  $(192.9

Note 15 — Commitments and Contingencies

The Company leases space for certain of its offis@sehouses and retail stores under leases exfiiim one to twenty-eight years
after May 31, 2003. Rent expense was $183.2 m;jld9.9 million and $152.0 million for the yearsded May 31, 2003, 2002 and 2001,
respectively. Amounts of minimum future annual atgommitments under non-cancelable operating seiseach of the five years ending
May 31, 2004 through 2008 are $188.9 million, $648illion, $129.5 million, $111.1 million, $92.2 Hidn, respectively, and $505.6 million
in later years.

As of May 31, 2003 and 2002, the Company had Ettécredit outstanding totaling $704.4 million &&D8.4 million, respectively.
These letters of credit were issued primarily far purchase of inventory.

In the ordinary course of its business, the Compaiyolved in legal proceedings involving conttead and employment relationships,
product liability claims, trademark rights, andariety of other matters. The
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Company does not believe there are any pending pegeeedings that will have a material impact lo& €Company’s financial position or
results of operations.

Note 16 — Risk Management and Derivatives

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

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

Substantially all derivatives entered into by ttemany are designated as either cash flow or &irevhedges. All derivatives are
recognized on the balance sheet at their fair viJueealized gain positions are recorded as otheent assets or other non-current assets,
depending on the instrument’s maturity date. Uizedlloss 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 cakiwks of the hedged transaction. Fair value hedgesezorded in net income and are offset by
the change in fair value of the underlying asséiadility 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@trative expenses, and intercompany
transactions, including intercompany borrowingd| laé adversely affected by changes in exchangsriitis the Company’s policy to utilize
derivatives to reduce foreign exchange risks wirgernal netting strategies cannot be effectivehpiyed.

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 changexchange rates. The cross-currency swaps adetogedge foreign currency
denominated payments related to intercompany Igaeeanents. Hedged transactions are denominatednisirm 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.

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 flowgeedkrivatives that are highly effective are reedrah other comprehensive income,
until net income is affected by the variabilityai#sh flows of the hedged transaction. In most cas®sints 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.
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Results of hedges of selling and administrativeeesp are recorded together with those costs wieereltiited expense is recorded. Results of
hedges of anticipated intercompany transactionsegx@ded in other income/expense when the transaatcurs. Hedges of recorded bale
sheet positions are recorded in other income/expemsently together with the transaction gainosssifrom the hedged balance sheet
position. Net foreign currency transaction gaind lsses, which includes hedge results captureevienues, cost of sales, selling and
administrative expense and other income/expense, av8180.9 million loss, a $42.7 million gain, anfi129.6 million gain for the years
ended May 31, 2003, 2002, and 2001, 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, 2003, $171.9 million of deferred fatses (net of tax) on both outstanding and matdegiyatives accumulated in other
comprehensive income are expected to be reclassdfinet income during the next twelve months essalt of underlying hedged
transactions also being recorded in net incomeuda@mounts ultimately reclassified to net incomedependent on the exchange rates in
effect when derivative contracts that are curreatlistanding mature. As of May 31, 2003, the maxmterm over which the Company is
hedging exposures to the variability of cash fldarsall forecasted and recorded transactions is8ths.

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 offsgttthanges in the cash flows of hedged items areth@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 ondbkevative remains in accumulated other comprekieriscome and is reclassified to net
income when the forecasted transaction affectéweme. However, if it is probable that a forecddtansaction will not occur by the end of
the originally specified time period or within additional two-month period of time thereafter, theins and losses that were accumulated in
other comprehensive loss will be recognized imntedian net income. In all situations in which hedaccounting is discontinued and the
derivative remains outstanding, the Company withc#he derivative at its fair value on the balasbeet, recognizing future changes in the
fair value in current-period net income. Any hedigeffectiveness is recorded in current-period nebme. Effectiveness for cash flow hedges
is assessed based on forward rates.

For the year ended May 31, 2003 the Company redardether income/expense an insignificant lossasgnting the total
ineffectiveness of all derivatives. An insignifi¢again was recorded in other income/expense foyd#iae ended May 31, 2002. Net income
each of the years ended May 31, 2003 and 2002 etanaterially affected due to discontinued hedgmanting.
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Fair Value Hedges

The Company is also exposed to the risk of chaimgi® fair value of certain fixed-rate debt atiitisble 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 swpaments are exactly offset by char
in the fair value of the underlying long-term delt ineffectiveness has been recorded to net ingetaged to interest rate swaps designated
as fair value hedges for the years ended May 313 20.d 2002.

During the year ended May 31, 2003 we also entiestedcan interest rate swap agreement related &pangse yen denominated
intercompany loan with one of our Japanese subig@dialhe Japanese subsidiary pays variable intenethe intercompany loan based on 3-
month LIBOR plus a spread. Under the interestsat@p agreement, the subsidiary pays fixed intgragtnents at 0.8% and receives variable
interest payments based on 3-month LIBOR plus @aspbased on a notional amount of 8 billion Japages. This interest rate swap is not
accounted for as a hedge, accordingly changesifathvalue of the swap are recorded to net incahseof May 31, 2003, the recorded fair
value of the swap was a $1.0 million loss.

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

May 31,
2003 2002
(In millions)

Gains:

Foreign currency exchange contracts, options anst-currency swap $ 71t  $130.:

Interest rate sway 25.k —
(Losses)

Foreign currency exchange contracts, options amst-currency swap (322.%) (130.7)

Interest rate sway (1.0 (1.9

Concentration of Credit Risk

The Company is exposed to credit-related losséweirvent of non-performance by counterpartiestiging 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 counterpartiesdgietrform as contracted. To manage this risk, thvegany 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 headgtered or operating in the same countries the @omponducts its business. As a result o
above considerations, the Company considers tk@fisounterparty default to be minimal.

In addition to hedging instruments, the Comparguisject 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 onaiffitial institution. The Company considers its com@dion 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.
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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 regiotisapierations participating in NIKE brand saleswitgt Each NIKE brand geographic
segment operates predominantly in one industryd#sign, production, marketing and selling of spartd fithess footwear, apparel, and
equipment. The “Other” category shown below repmesactivities of Cole Haan Holdings, Inc., BauékKE Hockey, Inc., Hurley
International LLC, NIKE Golf, and NIKE IHM, Inc., tich are considered immaterial for individual distire.

In prior years, operating activity for NIKE Golf walassified within each region. Effective Jun€d02, NIKE Golf revenues and
income from the Company’s largest golf markets Haeen reclassified to the Other category, as dtrisu the Company has begun
managing these operations separately from themabmusinesses. Certain NIKE Golf inventories, inestdles, and property, plant, and
equipment continue to be managed by the regiomsaam result, no reclassifications for these t@lamave been made. NIKE Golf
information for the years ended May 31, 2002 an@l2@ave been reclassified to conform to the cuilyeat presentation.

Where applicable, “Corporate” represents items s&ay to reconcile to the consolidated financiaeshents, which generally include
corporate activity and corporate eliminations. @ermiscellaneous operating activities have beelassified between Corporate and the
applicable regional operating segment as of Ju2€0d2, reflecting a change in the management sktletivities. With respect to these
classifications, the applicable prior year peribdse been reclassified to conform to the curreat peesentation.

Net revenues as shown below represent sales tmaektristomers for each segment. Intercompany tmshave been eliminated and
are immaterial for separate disclosure. The Compamajuates performance of individual operating segisbased on pre-tax income. On a
consolidated basis, this amount represents Incafardincome taxes and cumulative effect of acdagnthange 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 ttamsscamortization of indefinite-lived
intangible assets and goodwill, and intercompaingiehtions for specific income statement itemshia €Consolidated Statements of Income.

Additions to longlived assets as presented following representaapipenditures and additions to identifiable igihtes and goodwil
Generally, additions to identifiable intangible etssand goodwill are considered corporate costaemdot attributable to any specific
operating segment. See Note 4 for further discassibidentifiable intangible assets and goodwitldiions to other long-lived assets are not
significant and are comprised of additions to miaoeous corporate assets not attributable to pagific operating segment.
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Accounts receivable, inventory and property, pkamd equipment for operating segments are regulevigwed by management and are

therefore provided below.
Year Ended May 31,

2003 2002 2001
(In millions)

Net Revenut
United State: $ 4,658.: $4,669.¢ $4,648.¢
Europe, Middle East, and Afric 3,241.° 2,696.! 2,553.(
Asia Pacific 1,358.¢ 1,142.; 1,065..
Americas 527.C 568.1] 539.1
Other 911.1 816.€ 682.7

$10,697.( $9,893.( $9,488.¢

Pre-tax Income
United State: $ 957F $ 956.( $ 905.(
Europe, Middle East, and Afric 533.( 422.¢ 363.
Asia Pacific 295.( 216.2 184.¢
Americas 96.2 92.1 81.¢
Other 18.¢ 56.€ 74.2
Corporate (777.%) (726.2) (687.2)

$ 1,123.( $1,017.: $ 921«

Additions to Lon¢lived Assets

United State: $ 271 $ 304 $ 452
Europe, Middle East, and Afric 29.2 27.2 26.2
Asia Pacific 26.2 21.¢ 52.¢
Americas 3.5 4.8 5.1
Other 23.7 79.7 26.2
Corporate 76.2 115.1 161.¢

$ 185.¢ $ 279.( $ 317.¢

Depreciatior

United State: $ 49.¢ $ 50.t $ 50.7
Europe, Middle East, and Afric 38.¢ 35.2 38.¢
Asia Pacific 38.t 38.4 20.t
Americas 4.5 5.3 6.3
Other 25.4 23.2 24.1
Corporate 82.1 70.€ 56.¢

$ 239.: $ 223¢ $ 197«

Accounts Receivable, n

United State: $ 609.t $ 654. $ 569.C
Europe, Middle East, and Afric 794.1 571.1 512t
Asia Pacific 258.2 189.€ 194.¢
Americas 130.C 122 144
Other 278.¢ 249t 172.1
Corporate 30.2 17.2 28.Z

$ 2,101.: $1,804.: $1,621.-
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Year Ended May 31,

2003 2002 2001
(In millions)
Inventory, ne!
United State: $ 640.¢ $ 613¢ $ 701.¢
Europe, Middle East, and Afric 383.¢ 336.5 298.:
Asia Pacific 143.t 148.( 125.¢
Americas 84.2 62.¢ 72.4
Other 253.1 203.¢ 199.2
Corporate 10.1 9.2 27.C
$1,514.¢ $1,373.¢ $1,424.:
Property, Plant and Equipment, |
United State: $ 215.7 $ 241.¢ $ 262.7
Europe, Middle East, and Afric 241.¢ 212.2 208.2
Asia Pacific 386.: 378.¢ 403.t
Americas 11.C 12.4 15.4
Other 113.¢ 113. 114.:
Corporate 652.¢ 656.2 614.%
$1,620.¢ $1,614.t $1,618.¢

Revenues by Major Product Lines.Revenues to external customers for NIKE branodlypcts are attributable to sales of footwear,
apparel, and equipment. Other revenues to exteusaébmers primarily include external sales by Gtd@an Holdings, Inc., Bauer NIKE
Hockey Inc., Hurley International LLC, and NIKE Gol

Year Ended May 31,

2003 2002 2001
(In millions)

Footweal $ 5,985.: $5,678.¢ $5,555.¢

Apparel 3,131 2,804.( 2,677.:

Equipment 669.2 593.¢ 573.2

Other 911.] 816.€ 682.7

$10,697.( $9,893.( $9,488.¢

Revenues and Long-Lived Assets by Geographic Aré&eographical area information is similar tottslzown previously under
operating segments with the exception of the Cdlstivity, which has been allocated to the geogregitdareas based on the location where the
sales originated. Revenues derived in the U.S. $&/263.8 million, $5,246.3 million, and $5,142.8lion, for the years ended May 31,

2003, 2002, and 2001, respectively. Our largesteotmations 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 idiadile intangible assets and goodwill,
were $1,223.6 million, $1,217.7 million, and $1,1%killion at May 31, 2003, 2002, and 2001, resipett. Long-lived assets attributable to
operations in Japan were $336.4 million, $321.6ioni] and $339.1 million at May 31, 2003, 2002, 2001, respectively.

Major Customers. During the year ended May 31, 2003 the Compmhghiyiot have a significant customer that accouftednore than
10% of consolidated revenues. During the yearsebiigy 31, 2002 and 2001,
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revenues derived from Foot Locker, Inc. represetiedd and 12%, respectively of the Company’s codatdid revenues. Sales to this
customer are included in all segments of the Companticipating in NIKE brand sales activity.

Note 18—Subsequent Event

On July 9, 2003, the Company entered into an ageaetn purchase all of the equity shares of Corvbrs., a widely recognized
footwear company based in Massachusetts, for $3li6mtash. Closing of the transaction is subjectegulatory review, including U.S.
government review under the Hart-Scott-Rodino PregereNotification Act.
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Item 9. Changes In and Disagreements with Accountants orcdanting 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 phaess that are designed to ensure that informatiquired 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 t®atrd 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 Chief Executive Officed the Company’s Chief Financial Officer, to evatutne effectiveness 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, 2003.

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 reasonabldylike materially affect, the Company'’s internal tmfs over financial reporting.
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PART 1lI

Item 10. Directors and Executive Officers of the Registrant

The information required by Item 401 of RegulatfK regarding directors is included under “ElectafrDirectors” (but excluding the
disclosure concerning the existence of an “auditmoittee financial expert” as defined in regulatiaa®pted by the Securities and Exchange
Commission) in the definitive Proxy Statement far @003 Annual Meeting of Shareholders and is ipomated herein by reference. The
information required by Item 401 of Regulation Sdgarding executive officers is included under “Eixtéve Officers of the Registrant” in
Item 1 of this Report. The information requiredliym 405 of Regulation S-K is included under “Sextl6(a) Beneficial Ownership
Reporting Compliance” in the definitive Proxy Statnt for our 2003 Annual Meeting of Shareholders iarincorporated herein by
reference.

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-Controlafgements” in the definitive Proxy Statement far 2003 Annual Meeting of
Shareholders and is incorporated herein by referenc
Item 12. Security Ownership of Certain Beneficial Owners alanagement

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 2003 Annual Meeting of Shareholders @ndcorporated herein by reference.
Item 13. Certain Relationships and Related Transactions

The information required by this Item is includettler “Certain Transactions and Business Relatigssland “Indebtedness of
Management” in the definitive Proxy Statement far 2003 Annual Meeting of Shareholders and is ipotated herein by reference.
Item 14. Principal Accountant Fees and Services

The information required by this Item is includetter “RATIFICATION OF INDEPENDENT ACCOUNTANTS” intte definitive
Proxy Statement for our 2003 Annual Meeting of 8hatders and is incorporated herein by reference.
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PART IV

Item 15. Exhibits, Financial Statement Schedule, and Repoots Form 8-K
(A) The following documents are filed as parttuktreport:

Form 10-
K
Page No
1. FINANCIAL STATEMENTS:
Report of Independent Audito 35
Consolidated Statements of Income for each ofttheetyears ended
May 31, 2002 36
Consolidated Balance Sheets at May 31, 2003 an# 37
Consolidated Statements of Cash Flows for eacheoftiree years ended
May 31, 2002 38
Consolidated Statements of Shareholders’ Equitgémh of the three years
ended May 31, 200 39
Notes to Consolidated Financial Statem 40
2. 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.

3. EXHIBITS:

3.1 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

3.2 Third Restated Bylaws, as amended (incorporatestfgyence from Exhibit 3.2 to the Company’s QudytBeport on Form 10-
Q for the fiscal quarter ended August 31, 19

4.1 Restated Articles of Incorporation, as amended Esdgbit 3.1).

4.2 Third Restated Bylaws, as amended (see Exhibit

4.3 Indenture dated as of December 13, 1996 betwee@dhgany and Bank One Trust Company, National Aason (successor

in interest to The First National Bank of Chicagag,Trustee (incorporated by reference from ExHilfil to Amendment No. 1
to Registration Statement
No. 33:-15953 filed by the Company on November 26, 19

4.4 Form of Officers’ Certificate relating to the Conmgés 6.375% Notes and form of 6.375% Note (incogped by reference to
Exhibits 4.1 and 4.2 of the Company’s Form 8-K date
December 10, 1996

4.5 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
4.€ Form of Officers’ Certificate relating to the Conmyés 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 Company’s Form 8-K dated
May 29, 2002)

10.1 Credit Agreement dated as of November 17, 2000 griKE, Inc., Bank of America, N.A., individuallyna as Agent, and the
other banks party thereto (incorporated by refexdramm Exhibit 10.1 to the Company’s Quarterly Repm Form 10-Q for the
fiscal quarter ended
November 30, 2000
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10.2

10.c

10.4

10.5

10.€

10.7

10.€

10.€

10.1¢

10.11

10.1Z

10.1:

10.14

10.1¢

10.1¢
10.17

12.1
21
23
31
32

First Amendment to Credit Agreement dated as ofédaver 16, 2001 (incorporated by reference from lEkhD.2 to the
Compan’s Quarterly Report on Form -Q for the fiscal quarter ended November 30, 20

Second Amendment to Credit Agreement dated as wéiber 15, 2002 (incorporated by reference to Bxhih3 to the
Company'’s Quarterly Report on Form 10-Q for thedlsjuarter ended
November 30, 2002

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

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

NIKE, Inc. 1990 Stock Incentive Plan (incorporatsdreference to Exhibit 10.5 to the Comp’s Annual Report on Form 1K-
for the fiscal year ended May 31, 200z

NIKE, Inc. Executive Performance Sharing Plan (pooated 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 shareholdetd on

September 18, 2002)

Collateral Assignment Split-Dollar Agreement betw@dKE, Inc. and Philip H. Knight dated March 1®% (incorporated by
reference from Exhibit 10.7 to the Comp’s Annual Report on Form -K for the fiscal year ended May 31, 1994

Covenant Not To Compete And Non-Disclosure Agredrbetween NIKE, Inc. and Thomas E. Clarke datedustu@1, 1994
(incorporated by reference from Exhibit 10.8 to @@mpany’s Quarterly Report on Form 10-Q for tlsedi quarter ended
August 31, 2001).

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

NIKE, Inc. Deferred Compensation Plan dated Jantia®003 (incorporated by reference from Exhibi21id the Compar’s
Quarterly Report on Form 10-Q for the fiscal quaeteded
February 28, 2003).

Employment Agreement, and Covenant Not To Compeie Mon-Disclosure Agreement between NIKE, Inc. ktiddy F.
Grossman dated September 6, 2000 (incorporateefégence to Exhibit 10.12 to the Company’s Annuap&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.:

NIKE, Inc. Foreign Subsidiary Employee Stock PusghRlan (incorporated by reference to Exhibit 16.the Compar’s
Quarterly Report on Form 10-Q for the fiscal quaeteded
February 28, 2003).

Covenant Not to Compete and MDisclosure Agreement between NIKE, Inc. and ChdbleBenson dated March 26, 200

Amendment to Covenant Not to Compete and Non-Dsse® Agreement between NIKE, Inc. and Charles hsbe dated
March 4, 2003

Computation of Ratio of Earnings to Fixed Char

Subsidiaries of the Registra

Consent of PricewaterhouseCoopers LLP, indeperatmuatuntants (set forth on pag-2 of this Annual Report on Form -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 sosthument 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) No reports on Form 8-K were filed by NIKE dugithe last quarter of fiscal 2003.
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Description

For the year ended May 31, 2001
Allowance for doubtful accoun

For the year ended May 31, 2002:

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

SCHEDULE I
VALUATION AND QUALIFYING ACCOUNTS
Write-
Balance a Charged tc Charged tc Offs Balance a
Beginning Costs and Other Net of End of
of Period Expenses Accounts Recoverie: Period
(In millions)
$ 65.4 $ 32.7 $ 2.8 $ (28 $ 721
$ 721 $ 237 $ 4z $ (196 $ 804
$ 80. $ 25.¢ $ 72 $ (255 $ 87.¢
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémt¢lee documents listed below of our report dakede 26, 2003, except for footnote
18, as to which the date is July 9, 2003, relatinthe financial statements and financial statersehedule of NIKE, Inc., which appears in
this Form 10-K:

1. Registration Statement on Forr-8 (No. z-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.; an

15. Registration Statement on Forr-8 (No. 33:-104824) of NIKE, Inc
/sl PRICEWATERHOUSEC OOPERSLLP

Portland, Oregon
August 6, 2003
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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: /sl PHILIP H. K NIGHT

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

Date: August 7, 2003

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe 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 August 7, 2003
and President

Philip H. Knight

Principal Financial and Accounting Officer:

/s/  DONALD W. B LAIR Chief Financial Officer August 7, 2003
Donald W. Blair
Directors:
/sl  THOMASE. CLARKE Director August 7, 2003
Thomas E. Clark
/sl JLL K. C ONWAY Director August 7, 2003
Jill K. Conway
/sl RALPH D. D ENUNZIO Director August 7, 2003
Ralph D. DeNunzic
/sl RicHARD K. D ONAHUE Director August 7, 2003
Richard K. Donahu
/sl ALAN B. GRAF, JR. Director August 7, 2003

Alan B. Graf, Jr

/sl DELBERTJ. HAYES Director August 7, 2003

Delbert J. Haye
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Signature Title

/s/ DoucLASG. HOUSER Director

Douglas G. House

/sl JEANNE P. JACKSON Director

Jeanne P. Jacksi

/sl  JoHNE. JAaQua Director
John E. Jaqu
/s/  CHARLESW. R OBINSON Director

Charles W. Robinso

/s/ A. MICHAEL S PENCE Director

A. Michael Spenci

/sl JoHNR. THOMPSON, JR. Director

John R. Thompson, <
S-2

March 17, 2003

Ms. Mindy Grossman
Vice President — Apparel
NIKE, Inc.

One Bowerman Drive
Beaverton, OR 97005

Re: Employment Agreement dated September 6, 2000
Dear Mindy:

Date

August 7, 2003

August 7, 2003

August 7, 2003

August 7, 2003

August 7, 2003

August 7, 2003

EXHIBIT 10.14

This letter is to serve as an amendment to theeabeferenced agreement between yourself as “Exedutnd NIKE, Inc. “NIKE,” the

“Agreement.”

Per our discussion, it is agreed that:

1. The term of the Agreement referred to in Paragtaphthe Agreement shall be extended for threg/€3d)s, the extended term
commencing on September 28, 2003 and terminatir§emiember 27, 2006, subject to prior terminat®pravided in Paragraph

9 of the Agreemen

2. During the extended term, various elements of threpensation package described in Paragraph 3 éfghreement shall be

modified as follows

a. Base Salary: Executive’s base salary shall beeatate of Eight Hundred Thousand Dollars ($800,@@0)annum, subject to

annual increases based on performa

b. Performance Sharing Bonus: Executive’s Perform&tming Plan incentive bonus target described iad?aph 3(B) of the
Agreement shall be increased to at least equavergy-five percent (75%) of Executive’s base sataceived during the

proceeding fiscal yea

c. Long-Term Incentive Award: Executive’s target awartdler the NIKE Long Term Incentive Plan descrilveBaragraph 3

(C) of the Agreement will be increased to $400,p80plan yeatr

1. During the extended term, stock option and resttigtock grants referred to in Paragraph 4 of tipeedment shall be made as

follows:

a. Annual Stock Option Grants: Executive shall beibl@to be granted the option to purchase at B3&00 shares rather th
30,000 shares of NIKE Class B common stock per gietltre market price as of the date of the gramthStock option right



shall vest at the rate of twe-five percent (25%) over four (4) yea

Restricted Stock Grant: Executive shall be grasteth number of shares of NIKE Class B common séachre sufficient to
equal the market price of $750,000 at the clogeanfing on the first business day following the coemcement of the
extended term. The restricted shares shall veébeatte of thirty-three and one-third percent {83%) per year over the
three (3) year extended ter

1. During the extended term, certain travel and livixgenses referenced in Paragraph 5 of the Agreéeshelh continue to be
reimbursed by NIKE

a.

Car/Apartment Expenses: NIKE shall reimburse Exgeuip to Fifty Thousand Dollars ($50,000) a yearthe cost of
maintaining an automobile and apartment in Portl@égon

New York-Portland Travel Expenses: Reimbursement for treafekred to in Paragraph 5(B) of the Agreementlsfmadtinue
to be provided, with the additional benefit of Extiee’s travel, and up to four (4) transcontinerttgds for Executive’s
family members, to be provided by the NIKE Fligregartment when scheduling allov



It is understood that all other terms and condgiohthe Agreement and the related Covenant NGoiopete and Non-Disclosure Agreement
shall remain in full force and effect during theended term.

NIKE, I NC.

/s/  MARK P ARKER

Mark Parkel
ACKNOWLEDGED AND AGREED to this 24th day of March003.

/s/ M INDY G ROSSMAN

Mindy Grossmat
EXHIBIT 10.1€

COVENANT NOT TO COMPETE
AND NON-DISCLOSURE AGREEMENT

PARTIES:
Charles D. Denso(EMPLOYEE)

and

NIKE, Inc., and its parent, divisions,
subsidiaries and affiliates. (NIKE):

RECITALS:

A. This Covenant Not to Compete and Non-Disalesdigreement is executed upon the EMPLOYEE's adeamant to the position of
President of the NIKE brand and is a conditionwiftsadvancement.

B. Over the course of EMPLOYEE's employment WithKE, EMPLOY EE will be or has been exposed to andk in a position to
develop confidential information peculiar to NIKHisisiness and not generally known to the publidedmed below (“Protected
Information”). It is anticipated that EMPLOYEE witbntinue to be exposed to Protected Informatiogreéter sensitivity as EMPLOYEE
advances in the company.

C. The nature of NIKE’s business is highly cotitpee and disclosure of any Protected Informatieould result in severe damage to
NIKE and be difficult to measur

D. NIKE makes use of its Protective Informattbnoughout the world. Protective Information of NHKan be used to NIKE’s
detriment anywhere in the world.

AGREEMENT:
In consideration of the foregoing, and the ternt @nditions set forth below, the parties agrefobews:

1. Covenant Not to Compete

(@) Competition Restriction. During EMPLOYEE's employment by NIKE, under ttegms of any employment contract or
otherwise, and for twelve (12) months thereaftidse (Restriction Period”), EMPLOYEE will not dirdgtor indirectly, own, manage,
control, or participate in the ownership, managenoercontrol of, or be employed by, consult for berconnected in any manner with,
any business engaged anywhere in the world inttilete footwear, athletic apparel or sports equéptrand accessories business, or
any other business which directly competes with Blit any of its parent, subsidiaries or affiliatmtporations (“Competitor”)By way
of illustration only , examples of NIKE competitors include, but are linotted to: Adidas, FILA, Reebok, Puma, Champi@akley,
DKNY, Converse, Asics, Saucony, New Balance, Ralphren/Polo Sport, B.U.M, FUBU, The Gap, Tommy Igifr, Umbro,
Northface, Venator (Footlockers), Sports Authorl®plumbia Sportswear, Wilson, Mizuno, Callaway Gaifd Titleist. This provision |
subject to NIKE’s option to waive all or any portiof the Restriction Period as more specificallgvyided below.

(b) Extension of Time. In the event EMPLOYEE breaches this covenantmobmpete, the Restriction Period shall
automatically toll from the date of the first breéaand all subsequent

COVENANT NOT TO COMPETE AND
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breaches, until the resolution of the breach thquiglate settlement, judicial or other action, irdihg all appeals. The Restriction
Period shall continue upon the effective date gfsuch settlement judicial or other resolution. ElI&hall not be obligated to pay
EMPLOYEE the additional compensation describedaragraph 1(d) below during any period of time iricktthis Agreement is tolled
due to EMPLOYEE's breach. In the event EMPLOYEEeiees such additional compensation after any sueadh, EMPLOYEE must
immediately reimburse NIKE in the amount of all swompensation upon the receipt of a written regoeNIKE.

(c) Waiver of NonCompete. NIKE has the option, in its sole discretiongtect to waive all or a portion of the Restriction
Period or to limit the definition of Competitor, lgjving EMPLOYEE seven (7) days prior notice of lswtection. In the event all or a
portion of the Restriction Period is waived, NIKEa#l not be obligated to pay EMPLOYEE for any pdraf time as to which the
covenant not to compete has been waived.

(d) Additional Consideration. As additional consideration for the covenanttootompete described above, should NIKE
terminate EMPLOYEE's employment and the Covenartt MoCompete is enforced, NIKE shall pay EMPLOYEmRanthly payment
equal to one-twelfth (1/12) of EMPLOYEE's then ant Annual Nike Income (defined herein to mean Isadary and annual
Performance Sharing Plan bonus calculated at 1GEMPLOYEE's targeted rate) while the Restrictioerigd is in effect. If
EMPLOYEE voluntarily terminates employment and @mvenant Not To Compete is enforced, NIKE shall RMPLOYEE a monthh
severance payment equal to one-twenty-fourth (1628EMPLOYEE's last monthly Annual Nike Income whilhe Restriction Period is
in effect.

2.  Subsequent Employer EMPLOYEE agrees to notify NIKE at the time opaeation of employment of the name of
EMPLOYEE's new employer, if known. EMPLOYEE furthagrees to disclose to NIKE the name of any sulesggemployer during the
Restriction Period, wherever located and regardiésehether such employer is a competitor of NIKE.

3. Non-Disclosure Agreement

(@) Protectable Information Defined. “Protected Information” shall mean all proprigténformation, in whatever form and
format, of NIKE and all information provided to NEby third parties which NIKE is obligated to kemmfidential. EMPLOYEE
agrees that any and all information to which EMPLEEYhas access concerning NIKE projects and intétH&E information is
Protected Information, whether in verbal form, maekreadable form, written or other tangible foand whether designated as
confidential or unmarked. Without limiting the fg@ng, Protected Information includes informatiefating to NIKE’s research and
development activities, its intellectual properhdahe filing or pendency of patent applicatioreftdential techniques, methods, sty
designs, design concepts and ideas, customer awldists, contract factory lists, pricing infortitan, manufacturing plans, business
and marketing plans, sales information, methodspefation, manufacturing processes and methodgdupts and personnel
information.

(b) Excluded Information . Notwithstanding paragraph 3(a), Protected Infttam excludes any information that is or beco
part of the public domain through no act or failtoeact on the part of EMPLOYEE. Specifically, emys#es shall be permitted to retain
as part of their personal portfolio copies of thgoyees’ original artwork and designs, provideel éntwork or designs have become
part of the public domain. In any dispute betwdengarties with respect to this exclusion, the baordf proof will be on EMPLOYEE
and such proof will be by clear and convincing evice.

(c) Employeés Obligations. During the period of employment by NIKE and &operiod of two (2) years thereafter,
EMPLOYEE will hold in confidence and protect alld®ected Information
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and will not, at any time, directly or indirectlyse any Protected Information for any purpose dattie scope of EMPLOYEE's
employment with NIKE or disclose any Protected tnfation to any third person or organization withthe prior written consent of
NIKE. Specifically, but not by way of limitation,NEPLOYEE will not ever copy, transmit, reproducegsuarize, quote, publish or
make any commercial or other use whatsoever oPaatected Information without the prior written semt of NIKE. EMPLOYEE wil
also take reasonable security precautions andaheh actions as may be necessary to insure thia th no use or disclosure,
intentional or inadvertent, of Protected Informatio violation of this Agreement.

4. Return of Protected Information. At the request of NIKE at anytime, and in angmy upon termination of employment,
EMPLOYEE shall immediately return to NIKE all codéintial documents, including tapes, notebooks, irigsy computer disks and other
similar repositories of or containing Protectecbhnfiation, and all copies thereof, then in EMPLOY&ROssession or under EMPLOYEE's
control.

5. Unauthorized Use During the period of employment with NIKE anethafter, EMPLOYEE will notify NIKE immediately if
EMPLOYEE becomes aware of the unauthorized possgasse or knowledge of any Protected Informatipaity person employed or not
employed by NIKE at the time of such possessioa,arknowledge. EMPLOYEE will cooperate with NIKEthe investigation of any such
incident and will cooperate with NIKE in any litiien with third parties deemed necessary by NIKprmect the Protected Information.
NIKE shall provide reasonable reimbursement to ERFEE for each hour so engaged and that amount sbialie diminished by operatis
of any payment under Paragraph 1(d) of this Agregme

6. NonRecruitment. During the term of this Agreement and for a perof one (1) year thereafter, EMPLOYEE will noteditly or
indirectly, solicit, divert or hire away (or atteirtp solicit, divert or hire away) to or for himéek any other company or business
organization, any NIKE employee, whether or notsemployee is a full-time employee or temporary leiyge and whether or not such
employment is pursuant to a written agreement at ill.

7. Accounting of Profits. EMPLOYEE agrees that, if EMPLOYEE should violatey term of this Agreement, NIKE shall be
entitled to an accounting and repayment of allimpEompensation, commissions, remuneration oefitsrwhich EMPLOYEE directly or
indirectly has realized and/or may realize as alt@d or in connection with any such violationdinding the return of any additional
consideration paid by NIKE pursuant to Paragramh) above). Such remedy shall be in addition tor@wtdn limitation of any injunctive
relief or other rights or remedies to which NIKE yrtze entitled at law or in equity.

8. General Provisions.

(@ Survival. This Agreement shall continue in effect aftex termination of EMPLOYEE's employment, regardleSthe
reason for termination.

(b) Waiver. No waiver, amendment, modification or cancediatdf any term or condition of this Agreement Vol effective
unless executed in writing by both parties. No teritwaiver will excuse the performance of any aleepthan the act or acts specifice
referred to therein.

(c) Severability. Each provision herein will be treated as a sapaaind independent clause and unenforceabiliéyypione
clause will in no way impact the enforceabilityasfy other clause. Should any of the provisionsiis Agreement be found to be
unreasonable or invalid by a court of competensgliction, such provision will be enforceable te thaximum extent enforceable by
the law of that jurisdiction.
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(d) Applicable Law/Jurisdiction . This Agreement, and EMPLOYE&employment hereunder, shall be construed acaptad
the laws of the State of Oregon. EMPLOYEE furthereby submits to the jurisdiction of, and agrees éxclusive jurisdiction over and
venue for any action or proceeding arising outrafetating to this Agreement shall lie in the statel federal courts located in Oregon.

EMPLOYEE NIKE, Inc.

By: /sl CHARLESD. D ENSON By: /s/ PHiup H. K NIGHT
Name: Charles D. Denst Name: Philip H. Knigh
Title: President, NIKE Bran Title: President & CEC
DATE: 3.26.01

COVENANT NOT TO COMPETE AND
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EXHIBIT 10.17

March 4, 2003

Mr. Charlie Denson
c/o Nike, Inc.

One Bowerman Drive
Beaverton, OR 97005

Dear Charlie:

This letter shall serve as an Amendment to youre@ieamnt Not To Compete and Non-Disclosure Agreemetwéden you as an employee and
Nike dated March 26, 200

Sections 1(c) and 1(d) shall be amended to reéallaws:

“(c)  Waiver of NonCompete. NIKE has the option to elect to waive all oratn of the Restriction Period or to limit the
definition of Competitor; provided, however, unléSglPLOYEE is terminated “for cause” (which shallypmclude continual and repeated
neglect of duties and acts of dishonesty), any &radf the Restriction Period must be with the cahgé EMPLOYEE. In the event all or a
portion of the Restriction Period is waived, NIKEadl not be obligated to pay EMPLOYEE for any pdraf time as to which the Covenant
Not To Compete has been waiv

(d) Additional Consideration. As additional consideration for the covenanttootompete described above, should NIKE terminate
EMPLOYEE's employment and the Covenant Not To Camfeenforced, NIKE shall pay EMPLOYEE a monthyment equal to one-
twelfth (1/12) of EMPLOYEE's then current Annualkeiincome (defined herein to mean base salary andad Performance Sharing Plan
bonus calculated at 100% of EMPLOYEE's targeted)ratile the Restriction Period is in effect. If BMOYEE voluntarily terminates
employment and the Covenant Not To Compete is eafhNIKE shall pay EMPLOYEE a monthly severancegnpent equal to one-twenty-
fourth (1/24) of EMPLOYE's last monthly Annual Nike Income while the Resioic Period is in effeci




Mr. Charlie Denson
March 4, 2003
Page 2

All other terms and conditions of the Covenant RotCompete and Non-Disclosure Agreement shall renmagffect as originally agreed.

Sincerely,

/s/  PHILIP H. K NIGHT

Philip H. Knight
President & CEC

ACKNOWLEDGED AND AGREED to this 10 day of March, @8.

/s/ CHARLIE D ENSON

Charlie Densol
EXHIBIT 12.1

NIKE, INC. COMPUTATION OF RATIO OF EARNINGS TO FIXE D CHARGES

Year Ended May 31,

2003 2002 2001
(In millions)

Net income $ 474.( $ 663.2 $ 589.7
Income taxe: 382.¢ 349.( 331.%
Cumulative change in accounting princi 266.1 5.C —
Income before income taxes and cumulative chi 1,123.( 1,017.: 921.4

Add fixed charge:
Interest expense (4 437 49.2 67.1
Interest component of leases | 61.1 53.c 50.7
Total fixed charge 104.¢ 102.€ 117.¢
Earnings before income taxes and fixed charge: $1,227.( $1,118.: $1,030.¢
Ratio of earnings to total fixed charg 11.7 10.¢ 8.8

(A) Interest expense includes interest both expensg:dagritalized
(B) Interest component of leases includes-third of rental expense, which approximates therggt component of operating leas
(C) Earnings before income taxes and fixed chargescisigive of capitalized interes
EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

NIKE, Inc. has 41 wholly-owned subsidiaries, 7 dfiegh 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. tagty 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 Acf 2002

[, Philip H. Knight, certify that:
1. | have reviewed this annual report on ForaKldf NIKE, Inc.;

2. Based on my knowledge, this report does aptain any untrue statement of a material factnoit to state a material fact necessar



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 statémemd other financial information included instiheport, 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 ainaire responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be 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 regissatisclosure controls and procedures and presemtiais report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyelis report based on such
evaluation; and

c) disclosed in this report any change in tligsteant’s internal control over financial repodithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the i®tgant’s internal control over financial reportiramd

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuat internal 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 Weasses in the design or operation of internalrobower 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 irege management or other employees who have disattirole in the registrant’s
internal control over financial reporting.

Date: August 7, 2003

/s/ PHILIP H. K NIGHT

Philip H. Knight
Chief Executive Officer



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

I, Donald W. Blair, certify that:
1. | have reviewed this annual report on ForaKldf NIKE, Inc.;

2. Based on my knowledge, this report does aptain any untrue statement of a material factnoit ¢o state 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 statésjemd other financial information included instiheport, 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 ainaire responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) designed such disclosure controls and praesdor caused such disclosure controls and proesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, 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 regissatisclosure controls and procedures and presemtiais report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

c) disclosed in this report any change in tligsteant’s internal control over financial repodithat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuaf internal 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 Weasses in the design or operation of internalrobotver 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 imes management or other employees who have disagmtirole in the registrant’s
internal control over financial reporting.

Date: August 7, 2003

/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, 2003:

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 quarter ended May 31, 2003 (the “Re&péully complies with the
requirements of Section 13(a) or Section 15(dpmdicable, 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: August 7, 200 /sl FHILIP H. K NIGHT

Philip H. Knight
Chief Executive Office



Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, as createcebjdd 906 of the Sarbanes-Oxley Act of 2002, th@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, 2003 (the “Repdttlly complies with the
requirements of Section 13(a) or Section 15(dpmdicable, of the Securities Exchange Act of 1&&4amended; and

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

Dated: August 7, 200 /s/  DONALD W. B LAIR

Donald W. Blair
Chief Financial Officel

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

End of Filing
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