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PART |
ITEM 1. BUSINESS
GENERAL

NIKE, Inc. was incorporated in 1968 under the lafithe state of Oregon. As used herein, the teiKE" and the "Company" refer 1
NIKE, Inc. and its predecessors, subsidiaries dfilchtes, unless the context indicates otherw

The Company's principal business activity involtres design, development and worldwide marketinigh quality footwear, apparel,
equipment, and accessory products. NIKE is theelrgeller of athletic footwear and athletic appiaréhe world. The Company sells its
products to approximately 19,700 retail accounth@United States and through a mix of independisttibutors, licensees and subsidiaries
in approximately 110 countries around the worldtdélly all of the Company's products are manufaeatiby independent contractors. Most
footwear products are produced outside the UnitateS, while apparel products are produced botharUnited States and abroad.

PRODUCTS

NIKE's athletic footwear products are designed prity for specific athletic use, although a larggqentage of the products are worn
casual or leisure purposes. The Company placesdesable emphasis on high quality construction iandvative design. Basketball, cross-
training, running, women's and children's shoesareently the top-selling product categories arelexpected to continue to lead in product
sales in the near future. However, the Companyraksdets shoes designed for outdoor activitiegjisemolf, soccer, baseball, football,
bicycling, volleyball, wrestling, cheerleading, adjig activities and other athletic and recreatiarsas.

The Company sells active sports apparel covericg ehthe above categories, as well as athletis bag accessory items. NIKE apparel and
accessories are designed to complement the Conspathietic footwear products, feature the sameetreatks and are sold through the same
marketing and distribution channels. The Compangrofarkets footwear, apparel and accessorieitettions” of similar design or for
specific purposes.

The Company sells a line of performance equipmadeuthe NIKE brand name, including sport ballsepieces, eyewear, skates, and other
equipment designed for sports activities.

The Company also sells a line of dress and casoéear and accessories for men, women and chilgrdar the brand name Cole Haan-
Registered Trademark-through its wholly-owned siibsy, Cole Haan Holdings Incorporated. The Compaaykets a line of headwear with
licensed team logos under the brand name "Spodsi&pes"”, through its wholly-owned subsidiary 088 Specialties Corporation. The
Company also sells small amounts of various plastiducts to other manufacturers through its whoikned subsidiary, Tetra Plastics, Inc.

In 1995 the Company acquired Bauer Inc., formedyp$&ar Sports Inc., the world's largest hockeymgant manufacturer. Bauer
manufactures and distributes ice skates, skat@eglaadt-line roller skates, protective gear, hockiigks, and hockey jerseys and accessories
under the Bauer-Registered Trademark-brand namesrBdso offers a full selection of products foest, roller and field hockey.
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SALES AND MARKETING

The table below sets forth certain information regay the Company's United States and inter-natigmen-U.S.) revenues for the last three
fiscal years.

YEAR ENDED MAY 31, 1997 %CHG 1996 %CHG 1995 % CHG
United States Footwear... $ 3,770,600 3 6% $ 2,772,500 20% $ 2,309,400 24%
United States Apparel.... 1,431,000 7 0 842,500 99 423,900 25
Total United States.... 5,201,600 4 4 3,615,000 32 2,733,300 24
Non-U.S. Footwear........ 2,391,000 4 2 1,682,300 35 1,244,300 25
Non-U.S. Apparel......... 1,089,800 6 7 651,400 38 472,700 32
Total Non-U.S.......... 3,480,800 4 9 2,333,700 36 1,717,000 27
Other Brands............. 504,100 ( 3) 521,900 68 310,600 38
Total NIKE............. $ 9,186,500 4 2% $ 6,470,600 36% $ 4,760,900 26%

Financial information about United States and no8-lperations appears in Note 15 of the conselifihancial statements on page 35.

The Company experiences moderate fluctuationsgneggte sales volume during the year. Howevenniiieof product sales may vary
considerably from time to time as a result of clenigp seasonal and geographic demand for partitygdas of footwear and apparel.

Because NIKE is a consumer products company, théve popularity of various sports and fithess\atieés and changing design trends
affect the demand for the Company's products amtsequently, the types of products the Companygffhis is a continuing risk. The
Company must therefore respond to trends and shitisnsumer preferences by adjusting the mix ¢dterg product offerings, developing
new products, styles and categories, and influgnsports and fitness preferences through aggressavketing.

UNITED STATES MARKET

During fiscal 1997, sales to the Company's appratéty 19,700 retail accounts in the United State®anted for approximately 60 percent
of total revenues. The domestic retail account lbadades a mix of department stores, footwearestosporting goods stores, skating, tennis
and golf shops, and other retail accounts. Duriscaf year 1997, NIKE's three largest customersatied for approximately 29 percent of
sales in the United States.

NIKE makes substantial use of its innovative "fesirordering program, which allows retailers toewrfive to six months in advance
delivery with the guarantee that 90 percent ofrtbeders will be delivered within a set time peratda fixed price. In fiscal year 1997, 93
percent of the Company's domestic footwear shipsn@xcluding Cole Haan-Registered Trademark- anceBRegistered Trademark-) were
made under the futures program, compared to 8&ptit fiscal 1996 and 88 percent in fiscal 1995idcal 1997, 86% of the Company's
domestic apparel shipments were made under theefiprogram.

The Company utilizes 18 NIKE sales offices for flodicitation of sales in the United States. The @any also utilizes 15 independent sales
representatives for the sale of specialty prodsttsh as golf, cycling, water sports and outdocarwin addition, the Company operates 86
wholly-owned retail outlets, 39 of which carry panly B-grade and close-out merchandise, 31 of tvlaie Cole Haan-Registered
Trademark- stores, 9 of which are high-profile NTKBBWN stores designed to showcase the Company'sigiycand 5 of which are
employee-only stores.

The Company's domestic distribution centers fotiear are located in Beaverton, Oregon, Wilsonyilleegon, Memphis, Tennessee, and
Greenland, New Hampshire. Apparel products arepgitifrom the Memphis distribution center and froreéhville, North Carolina. Cole
Haan footwear and



Bauer Inc. products are distributed primarily fr@reenland, New Hampshire, and Sports Specialtiadvear is shipped from Irvine,
California.

INTERNATIONAL MARKETS

The Company currently markets its products in apipnately 110 countries outside of the United Stdibesugh independent distributors,
licensees, subsidiaries and branch offices. NIK&afes 26 distribution centers in Europe, Asia,ddanLatin America, and Australia, and
also distributes through independent distributois licensees. The Company estimates that its ptedue sold through approximately 31,
retail accounts outside the United States. Non-kafes accounted for 38 percent of total revenuéisdal 1997, compared to 36 percent in
fiscal 1996 and 37 percent in fiscal 1995. In meoyntries, including Japan and those in EuropeCtivapany has a futures ordering prog
for retailers similar to the United States futupesgram described above. The Company is develdpm@rogram in other countries. Outside
of the United States, NIKE's three largest custemaecounted for approximately 5 percent of non-Gates.

International branch offices and subsidiaries dEare located in Argentina, Australia, Austria@em, Brazil, Canada, Chile, Costa Rica,
Denmark, Finland, France, Germany, Hong Kong, ledan India, Italy, Japan, Korea, Malaysia, Mexiew Zealand, The Netherlands,
Norway, Peoples Republic of China, The Philippir&iagapore, Spain, Sweden, Switzerland, Taiwanildiind, the United Kingdom, ar
Vietnam. The Company operates 19 wholly-owned Iretgiets outside the United States.

SIGNIFICANT CUSTOMERS

Foot Locker, a chain of retail stores specializimgthletic footwear and apparel, accounted foraxgmately 12 percent of global net sales of
NIKE brand products during fiscal 1997. No othestouner accounted for 10 percent or more of nesshieing fiscal 1997

ORDERS

As of May 31, 1997, the Company's worldwide futuseders for athletic footwear and apparel totalé® $illion, compared to $3.9 billion as
of May 31, 1996. Such orders are scheduled foreslifrom June through November of 1997. Based upstorical data, the Company
expects that approximately 95 percent of thesersng@l be filled in that time period, although tbheders may be cancelable.

PRODUCT RESEARCH AND DEVELOPMENT

The Company believes that its research and develppefforts are a key factor in its past and fuurecess. Technical innovation in the
design of footwear, apparel, and athletic equipmecgive continued emphasis as NIKE strives to pregroducts that reduce or eliminate
injury, aid athletic performance and maximize corafo

In addition to its own staff of specialists in theas of biomechanics, exercise physiology, engimgandustrial design and related fields,
NIKE also utilizes research committees and advibagrds made up of athletes, coaches, trainerfgragant managers, orthopedis
podiatrists and other experts who consult withGoepany and review designs, materials and conéeppsoduct improvement. Employee
athletes wear-test and evaluate products duringekign and development process.

In fiscal 1997, NIKE spent approximately $73.2 ioifl on product research, development and evaluatmmpared to $46.8 million in 1996,
and $28.8 million in 1995.

MANUFACTURING

In fiscal 1997, approximately 51 percent of the @amy's total apparel production for sale to thetéthBtates market was manufactured in
the United States by independent contract manufstumost



of which are located in the southern states. Theanreder was manufactured by independent contrairtgksia and South America, most of
which are located in Bangladesh, Hong Kong, Indanédalaysia, The Philippines, Singapore, Sri Larnkawan, and Thailand. Substantit
all of NIKE's apparel production for sale to théeimational market was manufactured outside the U.S

Virtually all of the Company's footwear (exclusiveECole Haan-Registered Trademark-) is producedideof the United States. In fiscal
1997, contract suppliers in Indonesia, the PeopBlefsublic of China, Thailand, Vietham, South Koraag Taiwan accounted for
approximately 37 percent, 37 percent, 10 percepérBent, 5 percent, and 3 percent, respectivélptal NIKE brand footwear production.
The Company also has manufacturing agreementsdépendent factories in Argentina, Brazil, Ital§exico and the Philippines. The
largest single supplier accounted for approximafghercent of total 1997 footwear production.

The principal materials used in the Company's feammproducts are natural and synthetic rubber | @ng plastic compounds, foam
cushioning materials, nylon, leather, canvas, apdhpgurethane film used to make AIR-SOLE-Registefeademark-cushioning component
The principal materials used in the Company's aggaoducts are natural and synthetic fabrics anebtds, 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 miatisrare available in the countries where manufatjuakes place. NIKE has thus far
experienced little difficulty in satisfying its ramaterial requirements. Tetra Plastics, Inc., allyfmwned subsidiary of NIKE, is the
Company's sole supplier of the material from whtod AIR-SOLE-Registered Trademaxushioning components used in footwear are nr

The Company's international operations are suljeitte usual risks of doing business abroad, segoasible revaluation of currencies,
export duties, quotas, restrictions on the transféunds and, in certain parts of the world, pcéit instability. See "Trade Legislation" below.
NIKE has not, to date, been materially affectedhby such risk, but cannot predict the likelihoodwoth developments occurring. T
Company believes that it has the ability to devetnger a period of time, adequate alternative ssicf supply for the products obtained fr
its present suppliers outside of the United Stateszents prevented the Company from acquiringlpods from its suppliers in a particular
country, the Company's footwear operations coulteb®orarily disrupted and the Company could exgpe an adverse financial impact.
However, the Company believes that it could elirtéreny such disruption within a period of no mdrart 12 months, and that any adverse
impact would, therefore, be of a short-term natlitee Company believes that its principal compeditane subject to similar risks.

All Company products manufactured overseas andiitaganto the United States are subject to dutidiected by the United States Customs
Service. Customs information submitted by the Camgpa routinely subject to review by the Customsvi®e. The Company is unable to
predict whether additional United States custonigeduquotas or other restrictions may be impogethe importation of its products in the
future. The enactment of any such duties, quotasstrictions could result in increases in the abstuch products generally and might
adversely affect the sales or profitability of thempany and the imported footwear and apparel inglas a whole.

Since 1972, Nissho Iwai American Corporation ("NIAG subsidiary of Nissho Iwai Corporation, a Edapanese trading company, has
performed significant financing and export-impat\sces for the Company. The Company purchasesigiwdIAC substantially all of the
athletic footwear and apparel it acquires from egas suppliers. The Company's agreements with M¥€nhd through 2000, and the
Company expects that the relationship will be cargd beyond that date.

TRADE LEGISLATION

In June 1997, President Clinton extended to JuB8 IMost favored nation" (MFN) nagiscriminatory trading status to the People's Rép!
of China

(China) and Congress supported the President'sideclUnder U.S. law, MFN status for China is egexhannually. The United States has
extended MFN status to China each year since 188i@a is a material source of footwear productmmtiie
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Company. A revocation of MFN status would resuléisubstantial increase in tariff rates on goodsoimed from China, and, therefore could
adversely affect the Company's operations. Whielthited States continues to have foreign policwels as human rights concerns with
China, the Clinton Administration and the Congrieage opposed using China's MFN status as a meatslofssing these concerns.
However, even if NIKE's Chinese sources were agfibtly a change in China's MFN status, the Compahgves that the impact of such
change would not have a long term, material advierpact on the Company's business.

Certain countries within the European CommunityehBor some time maintained quotas restricting mhgdrtation of footwear manufactured
in China. With respect to such quotas, see thaidson in Item 7 below.

In 1994, the 125 member nations of the General &gent on Tariffs and Trade (GATT), including theitdd States, signed a new pact to
govern world trade. The new agreement, which wasayed by Congress in 1995 and became effectivealgari, 1995 for most countries,
should provide better international market accegg®dunities for U.S. goods and services. The agese, among other things, significantly
cuts global tariffs on many products, reduces ioniabtes numerous non-tariff measures (such asaguotd discriminatory product
standards), establishes stronger rules on the itigrosf duties relating to the anti-dumping andbsidies codes, provides greater protection
for intellectual property rights, and creates arsgthened dispute settlement procedure. NIKE beti¢lvat the new agreement, once fully
implemented by all countries, will reduce manyla# bbstacles to international trade and benefiCdwpany.

In 1995, President Clinton officially restored dipiatic relations between the United States andhdiat The President's action is a step
toward restoration of full trade relations incluglithe United States granting non-discriminatory Migtling status to Vietnam which would
result in lower tariffs between the two countri€ke Company is currently sourcing footwear and agdgaroducts from factories in Vietnam.
MFN trading status for Vietnam could expand producand marketing opportunities for NIKE in Vietham

COMPETITION

The athletic footwear, apparel and equipment ingiustkeenly competitive in the United States ancaavorldwide basis. NIKE competes
internationally with an increasing number of spkréal athletic shoe companies, apparel compani@sissequipment companies, and large
companies having diversified lines of athletic shapparel and equipment including Reebok, Adidaisadhers. The intense competition and
the rapid changes in technology and consumer @mades in the athletic footwear, apparel and equippmearkets constitute significant risk
factors in the Company's operations.

NIKE is the largest seller of athletic footwear attletic apparel in the world. Performance anibdity of shoes, apparel, and equipme
new product development, price, product identitptiyh marketing and promotion, and customer suppattservice are important aspects of
competition in the athletic footwear, apparel agdipment industry. The Company believes that @oisipetitive in all of these areas.

TRADEMARKS AND PATENTS

NIKE utilizes trademarks on nearly all of its pratisiand believes that having distinctive marks #natreadily identifiable is an importe
factor in creating a market for its goods, in idgig the Company and in distinguishing its godasn the goods of others. The Company
considers its NIKE-Registered Trademark- and Swdostistered Trademarklesign trademarks to be among its most valualsieteisnd he
registered these trademarks in over 100 countrieaddition, the Company owns other trademarks hiatilizes in marketing its products.
NIKE continues to vigorously protect its trademaakginst infringemen
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The Company has an exclusive, worldwide licengmae and sell footwear using patented "Air" tecbggl The process utilizes pressurized
gas encapsulated in polyurethane. Some of the BaiE Air patents expire in 1997, enabling compmstto use certain types of NIKE Air
technology. Subsequent NIKE Air patents will nopies for several years. The Company also has a euofipatents covering components
and features used in various athletic and leisioes Management believes that NIKE's success depgron skills in design, research and
development, production and marketing rather th@mluts patent position. However, it has followeglddicy of filing applications for United
States and foreign patents on inventions, desigdsraprovements that it deems valuable.

EMPLOYEES

The Company had approximately 21,800 employeesagt 34, 1997. Management considers its relationsitipits employees to be
excellent. With the exception of Bauer Inc., thev@any's employees are not represented by a unfdda@er's North American employees,
approximately 50 percent or fewer than 1,400, axeed by four union collective bargaining agreetsevith four separate bargaining units,
and all of Bauer's approximately 190 employeedaily lare covered by three collective bargainingeagrents. The collective bargaining
agreements expire on various dates in 1997 thra@§8. There has never been a material interruptfiaperations due to labor
disagreements.

EXECUTIVE OFFICERS OF THE REGISTRANT
The executive officers of the Company as of Julyl®07 are as follows:

Philip H. Knight, Chief Executive Officer--Mr. Knig, 59, a director since 1968, is Chief Executiféd®r and Chairman of the Board of
Directors of NIKE. Mr. Knight is a co-founder ofdfCompany and, except for the period from June 19&Righ September 1984, served as
its President from 1968 to 1990. Prior to 1968, Kiright was a certified public accountant with ri&¢aterhouse LLP and Coopers &
Lybrand and was an Assistant Professor of BusiAdssinistration at Portland State University.

Jeffrey M. Cava, Vice President, Global Human Resga+-Mr. Cava, 45, has been employed by the Coynpiage 1996, with primary
responsibility for NIKE's Global Human Resourceseous to NIKE, Mr. Cava held the position of Vieeesident, Human Resources, Walt
Disney Consumer Products, Burbank, California.

Thomas E. Clarke, President and Chief Operatingc@#-Dr.Clarke, 46, a director since 1994, joirtled Company in 1980. Dr. Clarke has
held various positions with the Company, primanilyesearch, design, development and marketingviteappointed divisional vice
president in charge of marketing in 1987. He wasteld Vice President in 1989 and appointed Gehsahger in 1990. Dr. Clarke holds a
Doctorate degree in biomechanics.

Gary M. DeStefano, Vice President, Sales:-DeStefano, 40, has been employed by the Compisieg 1982, with primary responsibilities
sales and customer service. Mr. DeStefano was afggbDirector of Domestic Sales in 1990, divisioviade President in charge of domestic
sales in 1992, and Vice President of Sales in 1986.

Elizabeth G. Dolan, Vice President, Corporate Comigations and Marketing--Ms. Dolan, 40, has beepleyed by the Company since
1988, when she joined the Company as Director bfie®Relations. Ms. Dolan was appointed Vice Prestdf Corporate Communications
1990 and was elected Vice President of Marketint9i®4. Prior to joining the Company, Ms. Dolan vzasector of Public Relations at
Cartier, Inc. in New York.

Robert S. Falcone, Vice President and Chief Firsr@fficer--Mr. Falcone, 50, has been employedhsy@ompany since 1990. Mr. Falcone
joined the Company as Director of Acquisitions.rrblay, 1991 through November, 1991, he also seageadterim Director of Huma
Resources, and he was elected Vice



President and Chief Financial Officer in 1992. Pt@joining the Company, Mr. Falcone worked fory&ars as a certified public accountant
for Price Waterhouse LLP.

Stephen D. Gomez, Vice President, Apparel--Mr. Ggrd@ has been employed by the Company since 1@81primary responsibilities in
apparel. He was appointed General Manager of Earop@parel in 1987, and Apparel Marketing Diredto1989. Mr. Gomez was appoin
divisional Vice President in charge of Apparel B92, and was elected Vice President of ApparelimeJL996.

Clare L. Hamill, Vice President, Footwear--Ms HdmiR, has been employed by the Company since 1884 began in NIKE's Sports Lab
and has held management position in both footwedpparel. She directed Footwear and Apparel Rtddanagement in Europe from
1989 to 1992. She became Vice President and Gevaradger of Footwear in 1993.

Timothy J. Joyce, Vice President, Global Salds--Joyce, 41, has been employed by the Compamg di880, with primary responsibilities
Sales. He was appointed Regional Sales Manag&8n, Director of USA Footwear Sales in 1990 anceEBtior of European Sales in 1994.
Mr. Joyce was appointed Divisional Vice Presidentharge of Global Sales in 1997.

Mark G. Parker, Vice President and General Manggensumer Product Marketing--Mr. Parker, 40, hamtemployed by the Company
since 1979 with primary responsibilities in produesearch, design and development. Mr. Parker pasited divisional Vice President in
charge of development in 1987, elected Vice Presitke1989, and appointed General Manager in 1993.

Lindsay D. Stewart, Vice President Legal and CaaipoAffairs and Assistant Secretary-- Mr. Stewalt, joined the Company as Assistant
Corporate Counsel in 1981. Mr. Stewart became GatpdCounsel in 1983. He was elected Vice Pres@ethiGeneral Counsel in 1991. P
to joining the Company, Mr. Stewart was in privptactice and an attorney for Georgia-Pacific Coafion.

David B. Taylor, Vice President--Mr. Taylor, 42,shlaeen employed by the Company since 1977, withassi responsibilities in production.
Mr. Taylor was appointed divisional Vice Presidentharge of production in 1988, and was electezk\Hresident in 1989.
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ITEM 2. PROPERTIES

Following is a summary of principal properties owra leased by the Company. The Company's leagd®eat various dates through the
year 2017

U.S. ADMINISTRATIVE OFFICES:

Beaverton, Oregon (16 locations)--one owned
and 15 leased

Wilsonville, Oregon--owned

Memphis, Tennessee (2 locations)--1 owned
and 1 leased

Yarmouth, Maine--owned

Charlotte, North Carolina--leased

Irvine, California--leased

St. Charles, Missouri--leased

INTERNATIONAL ADMINISTRATIVE OFFICES:
Canada (7 locations)--leased
Europe (14 locations)--leased
Asia and Australia (11 locations)--leased
Latin America (6 locations)--leased

SALES OFFICES AND SHOWROOMS:

United States (26 locations)--2 owned and
24 leased

Toronto, Ontario (2 locations)--leased

Europe (29 locations)--1 owned and 28
leased

Asia and Australia (11 locations)--leased

Latin America (6 locations)--leased

Africa (2 locations)--leased

DISTRIBUTION FACILITIES:

Greenland, New Hampshire (2 locations)-- 1
owned and 1 leased

Wilsonville, Oregon (2 locations)--1 owned
and 1 leased

Memphis, Tennessee (2 locations)--1 owned
and 1 leased

Irvine, California--leased

Canada (3 locations)--leased

Latin America (2 locations)--leased

Europe (6 locations)--3 owned and 3 leased

Asia and Australia (15 locations)--leased

INTERNATIONAL PRODUCTION OFFICES:
Asia (9 locations)--leased
South America (3 locations)--leased
Florence, Italy--leased

MANUFACTURING FACILITIES:
United States (11 locations)--leased
Canada (5 locations)--3 owned and 2 leased
Europe (3 locations)--owned

RETAIL OUTLETS:
United States (86 locations)--85 leased and
3 owned
Canada (2 locations)--leased
Europe (9 locations)--leased
Asia and Australia (7 locations)--leased
Latin America (1 location)--leased

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedindigrahan ordinary routine litigation incidentalttee Company's business, to which the
Company is a party or of which any of its propéstyhe subject.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matter was submitted during the fourth quartehe 1997 fiscal year to a vote of security hasdénrough the solicitation of proxies
otherwise.



PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Class B Common Stock is listed omihe York Stock Exchange and the Pacific Stock Bxgfe and trades under the
symbol NKE. At July 25, 1997 there were 17,197 boddof record of the Company's Class B Common Saodk32 holders of record of the
Company's Class A Common Stock. These figures tiinolude beneficial owners who hold shares in naainame. The Class A Common
Stock is not publicly traded but each share is edtitMe upon request of the holder into one sh&@lass B Common Stock.

Reference is made to the table entitled "Selectea®rly Financial Data" in Item 6, which sets lforfor the periods indicated, the range of
high and low closing sales prices on the New Yddck Exchange, as adjusted to reflect the 2-fatkssplit that became effective in
October of 1990, the 2-for-1 stock split that beeasffective in October of 1995 and the 2-for-1 ktsplit that became effective in October

1996. Such table also sets forth the amount angiérecy of all cash dividends declared on the Colyipaommon stock for the 1996 and
1997 fiscal years.



ITEM 6. SELECTED FINANCIAL DATA

1997 199
(INTH

YEAR ENDED MAY 31,
Revenues...........cccoeuee. $9,186,539 $6,47
Gross margin.................. 3,683,546 2,56
Gross margin % 40.1%
Net income..........c.c...... 795,822 55
Net income per common share... 2.68
Average number of common and

common equivalent shares.... 297,000 29
Cash dividends declared per

common share................ 0.38
Cash flow from operations..... 323,120 33
Price range of common stock

High..ooooois 76.375 5

LOW..oiiiiiiieiiee e, 47.875 1
AT MAY 31:
Cash and equivalents.......... $ 445421 $ 26
Inventories................... 1,338,640 93
Working capital.. ... 1,964,002 1,25
Total assets.................. 5,361,207 3,95
Long-term debt................ 296,020
Redeemable Preferred Stock.... 300
Common shareholders' equity... 3,155,838 2,43
Year-end stock price.......... 57.500 50
Market capitalization......... 16,633,047 14,41
FINANCIAL RATIOS:
Return on equity.............. 28.5%
Return on assets.. 17.1%
Inventory turns............... 4.8
Current ratio at May 31....... 2.1
Price/Earnings ratio at May

Bl 215
GEOGRAPHIC REVENUES:
United States................. $5,529,132 $3,96
Europe 1,833,722 1,33
Asia/Pacific.................. 1,245,217 73
Canada, Latin America, and

other........cocveeennns 578,468 43
TOTAL REVENUES................ $9,186,539 $6,47

1990 1989

YEAR ENDED MAY 31,
Revenues........ccccceveene $2,235,244 $1,710,
Gross margin.................. 851,072 635,
Gross margin %................ 38.1% 3
Net income..........c.c...... 242,958 167,
Net income per common share... 0.80 0
Average number of common and

common equivalent shares.... 302,672 300,
Cash dividends declared per

common share................ 0.10 0
Cash flow from operations..... 127,075 169,
Price range of common stock

High..ooooois 10.375 4.

LOW..oiieiiiieiiie e, 4.750 2.
AT MAY 31:
Cash and equivalents.......... $ 90,449 $ 85,
Inventories................... 309,476 222,
Working capital.. .. 561,642 419,
Total assets....... .. 1,093,358 824,
Long-term debt................ 25,941 34,
Redeemable Preferred Stock.... 300
Common shareholders' equity... 781,012 558,
Year-end stock price 9.813 4.

Market capitalization
FINANCIAL RATIOS:

2,942,679 1,417,

Return on equity.............. 36.3% 3

Return on assets.............. 25.3% 2

Inventory turns............... 5.2

Current ratio at May 31....... 3.1

Price/Earnings ratio at May
Bl 12.2

GEOGRAPHIC REVENUES:

FINANCIAL HISTORY

6 1995 1994 1993 1992

OUSANDS, EXCEPT PER SHARE DATA AND FINANCIAL RATIOS)

0,625 $4,760,834 $3,789,668 $3,930,984 $3,405,2
3,879 1,895,554 1,488,245 1,543,991 1,316,1
39.6% 39.8% 39.3% 39.3% 38
3,190 399,664 298,794 365,016 329,2
1.88 1.36 0.99 1.18 1.

3,608 294,012 301,824 308,252 306,4

0.29 0.24 0.20 0.19 0.
9,672 254,913 576,463 265,292 435,8

2.063 20.156 18.688 22.563 19.3
9.531 14.063 10.781  13.750 8.7

2,117 $ 216,071 $ 518,816 $ 291,284 $ 260,0
1,151 629,742 470,023 592,986 471,2
9,881 938,393 1,208,444 1,165,204 964,2
1,628 3,142,745 2,373,815 2,186,269 1,871,6
9,584 10,565 12,364 15,033 69,4
300 300 300 300 3

1,400 1,964,689 1,740,949 1,642,819 1,328,4
.188  19.719  14.750 18.125 14.5
6,792 5,635,190 4,318,800 5,499,273 4,379,5

25.2% 21.6% 17.7% 24.5% 27
15.6% 14.5% 13.1% 18.0% 18

5.0 5.2 4.3 4.5 3

1.9 1.8 3.2 3.6 3

26.6 14.5 14.9 15.3 13

4,662 $2,997,864 $2,432,684 $2,528,848 $2,270,8
4,340 980,444 927,269 1,085,683 919,7
5,094 515,652 283,421 178,196 75,7
6,529 266,874 146,294 138,257 138,8
0,625 $4,760,834 $3,789,668 $3,930,984 $3,405,2

803 $1,203,440

972 400,060
7.2% 33.2%
047 101,695
.56 0.34
576 301,112
.07 0.05
441 19,019
969 3.313
891 1.750
749 $ 75,357
924 198,470
599 295,937
216 707,901
051 30,306
300 300
597 408,567
750 3.031
381 899,741

4.5% 27.4%
1.8% 16.7%

51 5.0
2.9 2.2
8.6 9.0

11 $3,003,610

22 1,153,080
1% 38.4%
18 287,046
07 0.94
08 304,268
15 0.13
38 11,122
44  13.625
81 6.500
50 $ 119,804
02 586,594
91 662,645
67 1,707,236
76 29,992
00 300
88 1,029,582
00 9.938
74 2,993,020

.9% 31.7%
4% 20.5%

.9 4.1

3 2.1

.5 10.5

80 $2,141,461
63 664,747
32 56,238
36 141,164

11 $3,003,610



United States $1,755,496 $1,362, 148 $ 900,417

Europe........... 334,275 241, 380 233,402
Asia/PacifiC.........c........ 29,332 32, 027 21,058
Canada, Latin America, and

other.......cooveeeeenns 116,141 75, 248 48,563
TOTAL REVENUES................ $2,235,244 $1,710, 803 $1,203,440

All per common share data has been adjusted tecteafie 2-for-1 stock splits paid October 23, 1996tober 30, 1995 and October 5, 1990.
The Company's Class B Common Stock is listed omN#he York and Pacific Exchanges and trades undesymbol NKE. At May 31, 1997,
there were approximately 300,000 shareholders.sYy8293 and prior have been restated to refledntpeementation of Statement of
Financial Accounting Standard No. 109--Accountinglhcome Taxes (see Notes 1 and 6 to the Consetidénancial Statements).

SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

1997 1996 1997 1996 1997 1996 1997 1996
1ST QUARTER 2ND QUARTER 3RD QUARTER 4TH QUARTER
Revenues............. . $2,281,926 $1,700, 020 $2,107,034 $1,356,758 $2,423,648 $1,582,039 $2,373,931 $1,852,067
Gross margin. .. 919,807 686, 641 829,406 528,629 988,221 628,723 946,112 731,514
Gross margin %................ 40.3% 4 0.4% 39.4% 39.0% 40.8% 39.7 % 39.9% 39.5%
Net income..........c.c.c.... 226,063 182, 098 176,872 97,812 237,133 133,874 155,754 133,727
Net income per common share... 0.76 0 .62 0.60 0.34 0.80 0.45 0.52 0.45
Average number of common and
common equivalent shares.... 296,368 291, 704 297,022 293,988 297,368 294,212 297,252 295,466
Cash dividends declared per
common share................ 0.08 0 .06 0.10 0.08 0.10 0.08 0.10 0.07
Price range of common stock
High....cooooiiiiicne 55.625  24. 188 64.000 31313 76.375 35.688 73.125 52.063
LOW...oovirieriieicie, 47.875  19. 531 51.625 22.656 51.500 28.938 51.250 32.688

* For comparable purposes with 1997, quarterlyrggufor 1996 have been adjusted to reflect theirdition of the one month lag in reporti
by certain of the Company's non-U.S. operations.f8eher discussion in Note 1 to the Consolid&tedncial Statements.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
HIGHLIGHTS

Fiscal year 1997 saw record revenues and earrfRey®nues and net income have now increased 13lacohtecutive comparable quarters,
respectively.

- Revenues grew 42%, an increase of $2.7 billiompared to the previous year increase of 36%.
- Gross margins established a new record, surgpd€ith of revenues for the first time.

- Selling and administrative costs increased 0&84 percent of revenues, over the previous year.
- Net income was $795.8 million, an increase of 44%

RESULTS OF OPERATIONS

FISCAL 1997 COMPARED TO FISCAL 1996

Significant growth in worldwide revenues and imprd\gross margin percentage were the primary factmibuting to record earnings for
fiscal 1997 as compared to 1996. In the UnitedeStdbotwear revenues increased $1 billion, or 3#8Mmonstrating continued market share
gains and industry growth. U.S. apparel exceedduildn in revenues for the first time, increasi$§88.5 million, or 70%, over the previous
year. Revenues from international (-U.S.) markets increased 49% over the previous yearnow represent 38% of total revenues. Mal
outside the U.S. in which the Company operatestjmas to offer tremendous opportunity for growtieTCompany continues to invest in
infrastructure and local marketing and advertigmgapitalize on these opportunities. Through aggjve worldwide marketing efforts and
global infrastructure spending, the Company istpmsng itself to maintain and to expand marketd gain market share on a worldwide
basis.

The Company experienced revenue growth in fisc@rlif all breakout categories (see chart). U.Sivfear represents the largest increase in
total dollars, improving by almost $1 billion, 08%, as a result of 28% more pairs sold and a 6%&&se in average selling price. The
increase in average selling price was due to agghanproduct mix as well as increased pricesfieceturing the second half of the fiscal
year in certain categories. Men's basketball, ntam'sing, men's cross training, kids, and wometrigds comprise approximately 79% of
total U.S. footwear business, and individually gased 35%, 59%, 26%, 53% and 51%, respectivelyndBiardan and Golf categories
increased significantly over the prior year, impnayv133% and 111%, respectively. Two categoriegggpced revenue reductions, men's
court and outdoor, down 22% and 24%, respectivel$. apparel experienced growth in all categodesyonstrating the strength of the
NIKE brand. Brand revenues outside of the U.S.aased $1.1 billion, or 49%. The U.S. dollar streeged against nearly all currencies.
the U.S. dollar remained constant with that ofgihier year, non-U.S. revenues would have incre&ded billion, or 59%. By region, Asia
Pacific increased $511 million, or 70% (84% on astant dollar basis), Europe increased $497 millimr88% (48% on a constant dollar
basis) and the Americas (which includes Canadd.atid America) increased $137 million, or 44% (46%a constant dollar basis). The
most significant increases were in Japan, KoredediKingdom, Italy, and Canada. Other Brands, Whncludes Bauer Inc., Cole Haan,
Sports Specialties, Corp., and Tetra Plastics, tecreased 3% to $504 million. The Company exgesisnue growth in fiscal 1998 to be
affected by strong demand for the NIKE brand otoba scale, and reduced growth rates in the Uv@nghe significance of the existing
market share.
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The breakdown of revenues follows:

YEAR ENDED MAY 31,

% % %
1997 CHG 1996 CHG 1995 CHG

(IN THOUSANDS)

United States footwear $3,770,6 00 36% $2,772,500 20% $ 2,309,400 24%

United States apparel 1,431,0 00 70 842,500 99 423,900 25

Total United States_ 5,201,6 0044 3,615,(_)&) 32 2,7;;3_,300 24
Non-U.S. footwear- 2,391,0 0042 1,682,’;0-6 35 1,2;;1-,300 25
Non-U.S. apparel.........ccccovvvvenen 1,089,8 00 67 651,400 38 472,700 32

Total NonUS- ----- 3,480,8 0049 2,333,;&) 36 1,7-1:-7-,000 27
Other brands ____ 504,1 00(3) 521,95(_)_ 68 316—,_(;00 38

Total NIKE- ---- ;-9,186,5 60_-21_2% $6,476,_6_00 36% $_Z760,900 26%

Gross margins increased to 40.1% of revenuesadalfl997, exceeding 40% for the first time in Comphistory. The improved percentage
was principally driven by price increases in certdiS. footwear categories in effect the secontldfahe year. This was offset by slight
reductions in gross margin percentages from inetatbse-out sales as a percentage of total satest,predominately at Bauer, due to the
softening of the in-line skate market and liquidatdf non-Bauer brand product to consolidate timgls Bauer brand. Global fiscal 1998
margins could be affected negatively by increagiragluct costs, badded infrastructure to suppotidridevels of operations, and increased
sales of lower priced product including close-outs.

Selling and administrative expenses representeld25bf revenues compared with 24.6% in the priory®¥E brand expenses increased
$353 in the U.S. and $355 million outside the UnSreases were largely driven by increased salésranketing spending, as well as
infrastructure-related costs to support growthidetshe U.S. The Company intends to continue teshin growth opportunities and
worldwide marketing and advertising in order towershe successful sell-through of orders discubséulv.

Interest expense increased $12.8 million due teeased short-term and new long-term borrowings ed¢al fund the increased level of
operations, including increased working capitabisements and infrastructure. See further discassiaer liquidity and capital resources.

Other income/expense was a net expense of $32i8miil fiscal 1997, compared with $36.7 million1896. The majority of the reduction
was attributable to increased interest income,drigfain on disposal of assets and income from apremotional event staged in Japan,
offset by an one-time Bauer restructuring charg®l® million, which includes, among other thingguimg certain products to offshore
production and the closing of certain facilities.

Worldwide futures and advance orders for NIKE brattdetic footwear and apparel, scheduled for @éejifrom June through November,
1997, were approximately $4.9 billion, 18% higheart such orders booked in the comparable peridigeobrior year. These orders and the
percentage growth in these orders are not neclyswaticative of the growth in revenues which then@pany will experience for the
subsequent periods. This is because the mix ofre@vfutures and orders at once has shifted sigmifig toward advance/futures orders as
NIKE brand and futures program become more estaddién all areas, specifically in the non U.S. oegi The mix of orders will continue
vary as the non-U.S. operations continue to accfmurg greater percentage of total revenues arme@agreater emphasis on futures
programs. Finally, exchange rates can cause diffeein comparisons.

Since the Company operates globally, it is expasadarket risks from changes in foreign currencghexge rates. In order to minimize the
effect of fluctuations on the Company's foreignreacy
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transactions, the Company uses highly liquid faoreigrrency spot, forward and purchased options kigh credit quality financial

institutions. The Company transacts in foreign exage contracts to hedge underlying economic expesamd does not transact in derivati
for trading or speculative purposes. Where possibeCompany nets its foreign exchange exposortke advantage of natural offsets that
occur in the normal course of business. Firmly cdtteith transactions and the related receivablegpagdbles may be hedged with forward
exchange contracts or purchased options. Antiaifpdmigt not yet firmly committed transactions, mayhedged through the use of purchased
options. Additional information concerning the Canp's hedging activities is presented in Note 1#héoConsolidated Financial Statements.

The Company's non-U.S. operations are subjecitagial risks of doing business abroad, such asibesition of import quotas or anti-
dumping duties. In 1995, the EU Commission, atr#dtgiest of the European footwear manufacturersaied two anti-dumping
investigations covering certain footwear importezhf the People's Republic of China, Indonesia d@malldand. In January 1997, the
Commission imposed significant provisional anti-ghiing duties on textile upper shoes imported frorm&@land Indonesia. The Commission
has not yet adopted permanent measures nor medsutesther/synthetic shoes, and the Company ablento determine whether the
Commission will do so.

Nevertheless, the investigations and the-dumping duties expressly exclude "footwear designe a sporting activity”, and the Company
does not currently believe that the Commission ghitknge the exclusion. While the exclusion is suthfeinterpretation and/or amendment
customs authorities, the Company believes that widst footwear sourced in the target countrigsstle in the EU fits within the exclusion
and, therefore, the Company will not be materiaffgcted by the results of the antidumping investans. If the Company's footwear were
not covered by the exclusion, the Company wouldihar, in addition to its possible legal remedgsfting the production of such footwear
to other countries in order to maintain competifivieing. The Company believes that it is prepacedeal effectively with any such anti-
dumping measures that may arise and that any adimpact would be of a short-term nature. The Cammantinues to closely monitor
international trade restrictions and to adopt itdtircountry sourcing strategy and contingency plarhe Company believes that its major
competitors would be similarly impacted by any suestrictions.

As further explained in Note 1 to the Consoliddt@thncial Statements, prior to fiscal year 1997iade of the Company's non-U.S.
operations reported their results of operationa one month lag which allowed more time to compkults. Beginning in the first quarter of
fiscal year 1997, the one month lag was eliminated the May 1996 charge from operations for thesities of $4.1 million was recorded to
retained earnings. This change did not have a rahidfect on the annual results of operations, éev, quarterly results changed as certain
reporting periods shifted one month. The Selectedrt@rly Data section includes adjusted quarteaiba dor fiscal year 1996 as if the change
had been in effect.

FISCAL 1996 COMPARED TO FISCAL 1995

Significant growth in worldwide revenues and impedveverage of selling and administrative costsvilee primary factors contributing to
record earnings for fiscal year 1996 as compardd®ab.

The Company experienced revenue growth in fisc8b618 all breakout categories. The most signifidantease in absolute dollars was U.S.
footwear, which grew $463.2 million, or 20.1%, a®sault of 19% more pairs shipped and a 0.9% iseréaaverage selling price per pair.
Men's basketball, women's fitness and men's trgioimprised approximately half of the U.S. footweategory in terms of total revenues,
and individually increased 7%, 29% and 25%, respelgt over the prior year. U.S. apparel increa$4i8.6 million, or 99%, experiencing
growth in all categories and demonstrating thengitite of the NIKE brand. Non-U.S. brand revenues aisreased significantly, growing
$616.7 million, or 35.9%, as a result of increase$438.0 million (35.2%) and $178.7 million (37.3% footwear and apparel,
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respectively, over the prior year. Non-U.S. reveswere increased 1.2% as a result of the foreigreay translation impact. All NIKE
regions outside the U.S. experienced revenue isesegreater than 30%. Europe increased 33%, Asiid?d41%, and the Americas, 35%.
The most significant increases were in Japan,,ltdhjted Kingdom, Korea and Canada. Other brand®ased $211.3 million, or 68%, over
the prior year. Bauer, which was acquired at thiea@rthe Company's third quarter of fiscal 1995 tdbuted $173.7 million of the increase.

Gross margins were 39.6% in fiscal 1996 compare&d9t8% in 1995. The slight reduction in gross masgiompared with 1995 was prima
driven by increased costs of air freight to medivdey dates on increasing customer orders, ancased footwear product costs not fully
recovered through the selling price. These highkperses were partially offset by improved apparaigims due to significant increases in
revenues and a reduction in close-outs as a pagenf total revenues.

Total selling and administrative expenses as agpéage of revenues decreased to 24.6% as compe26d€6 in 1995. The reduction can be
attributed primarily to significant increases iweaues. The increase in absolute dollars was $37lién, or 31%. U.S. operations increased
$160.5 million and non- U.S. increased $176.3 oiillilargely a result of increased sales and marfespending as well as infrastructure to
support growth outside the U.S. Bauer accounte@38rmillion of the increase.

Interest expense increased $15.3 million due piiyntar the higher levels of short term borrowing=eded to fund current operations. In 1¢
average cash and equivalents were higher, as bladash was used to fund the acquisition of Bauer.

Other income/expense rose $25 million in expense ©995, primarily as a result of increased goddawiortization from the acquisition of
Bauer, a reduction in interest income due to dave¢r cash position compared with the prior yead encreased profit share expense due to
increased earnings. These were partially offsghbyabsence of non-recurring specific obligatiohéctv occurred in the prior year related to
the shutdown for certain facilities in conjunctiaith the consolidation of European warehouses.

LIQUIDITY AND CAPITAL RESOURCES

The Company's financial position was very stronlylay 31, 1997. Compared to May 31, 1996, total asgew 36%, or $1.4 billion, to $5.4
billion, and shareholders' equity increased 30%&724 million, to $3.2 billion. Working capital inreased $704 million, and the Company's
current ratio increased to 2.1 at May 31, 1997 flofnat 1996 fiscal year-end.

Cash provided by operations decreased slightly8&83$nillion for the year ended May 31, 1997, priiiyadtue to improved operating results
offset by increased working capital requiremenigeig the global growth of the Company. Specificailiwentories increased $417 million,
representing growth in nearly all areas of the Canyp U.S. footwear and apparel inventories incr@&5d. million (31%) and $52 million
(29%), respectively. The largest increases outsidbe U.S. were in the European and Asia/ Pao#igons with increases of $121 million
(54%) and $119 million (134%), respectively, duerarily to the significant increase in operatiolms/entory turns on a consolidated basis
reduced to approximately 4.8 times, as compareld 5l in fiscal 1996. Accounts receivable increa®486 million due, in part, to the higher
level of fourth quarter revenues compared withgheyious year.

Additions to property, plant and equipment for #st997 were $466 million, an increase of $250ionllover 1996. Additions in the U.S.
totaled $266 million for the year due to continwe@rall expansion of U.S. operations which includesehouse locations, management
information systems, world headquarters expansiahtiae continued development of NIKETOWN retaildtions. Outside the U.S., additic
totaled $172 million, compared to $154 million facal 1996, and relates to the continued expansianfrastructure, investments in
information systems and new NIKE retail locatiohke remaining additions relate to other brands.e€igd capital expenditures for fiscal
1998 approximate $680
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million, with the primary components consistingtioé continued expansion of the world headquartena, NIKETOWN retail locations and
warehouse expansion in the U.S., Japan and Korea.

Additions to long-term debt of approximately $300lion in fiscal 1997, were used to fund the sigeait increase in property, plant and
equipment, as well as increased working capitalireqnents. In June 1996, the Company's Japanesalisuip borrowed 10.5 billion Yen
(approximately $100 million) in a private placemeanaturing June 26, 2011, to fund construction wiaechouse and distribution center and
for other corporate purposes. Additionally, duribgcember 1996 the Company filed a shelf registnagtatement with the Securities and
Exchange Commission for the sale of up to $500onilbf debt securities. The filing will enable tBempany to issue debt from time to time
during the next several years. Under this progtasmCompany issued $200 million seven-year not&eitember 1996, maturing December
1, 2003, and subsequent to May 31, 1997, an addit®100 million medium-term notes were issued,umiag in three to five years. The
proceeds were swapped into Dutch Guilders to olibaig-term fixed rate financing to support the gtiowf the Company's European
operations.

Management believes that significant funds gendrayeoperations, together with access to sufficgenirces of funds, will adequately meet
its anticipated operating, global infrastructur@axsion and capital needs. Significant short and-kerm lines of credit are maintained with
banks which, along with cash on hand, provide adexjoperating liquidity. Liquidity is also providéy the Company's commercial paper
program under which there was $0 outstanding &t biaty 31, 1997 and 1996.

Dividends per share of common stock for fiscal 188& $.09 over fiscal 1996 to $.38 per share.deivd declaration in all four quarters has

been consistent since February 1984. Based upoentyrojected earnings and cash flow requireméimésCompany anticipates continuing a
dividend and reviewing its amount at the Novembear8 of Directors meeting. The Company's policyticnres to target an annual dividend

in the range of 15% to 25% of trailing twelve-moetirnings.

During fiscal 1994, the Company announced thaEttecutive Committee of its Board of Directors, agtivithin limits set by the Board,
authorized a plan to repurchase a maximum of $48@mNIKE Class B Common Stock over a period @fto three years. During fiscal
1996, the Board of Directors voted to extend th@dl®tock repurchase program until July 1, 1999dinhas, and is expected to continut
come from operating cash flow in combination witltasional short or medium-term borrowings. Thengrand the amount of shares
purchased will be dictated by working capital neadd stock market conditions. The Company did eptirchase any shares during fiscal
1997 and, as of May 31, 1997, the Company had cbpsed 20.6 million shares at a total cost of $B36fillion.

Special Note Regarding Forward-Looking Statements

Certain written and oral statements made or inaaed by reference from time to time by NIKE orriégpresentatives in this report, other
reports, filings with the Securities and Exchangenghission, press releases, conferences, or otherars "forward-looking statements"
within the meaning of the Private Securities Litigan Reform Act of 1995 ("the Act"). Forward-lookjrstatements include, without
limitation, any statement that may predict, for¢camslicate, or imply future results, performanoceachievements, and may contain the words
"believe," "anticipate,” "expect," "estimate," "peot," "will be," "will continue," "will likely reault,” 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 withe S.E.C., including Forms 8-K, 10-and
10-K, and include, among others, the followingemntational, national and local general economicraadket conditions; the size and growth
of the overall athletic footwear, apparel, and pment markets; intense competition among designeasketers, distributors and sellers of
athletic footwear, apparel, and equipment for camexs and endorsers; demographic changes; changessamer preferences; popularity of
particular designs, categories of products, andispseasonal and geographic demand for NIKE pitscltiee size, timing and mix of
purchases of NIKE's products; fluctuations anddliffy in forecasting operating results, includimgthout limitation, the fact that advance
"futures” orders may not be indicative of futurgaeues due to the changing mix of futures and ae@anders; the ability of NIKE to sustain,
manage or forecast its growth; new product devebtaggrand introduction; the ability to secure andgebtrademarks, patents, and other
intellectual property; performance and reliabitifyproducts; customer service; adverse publichtg;lbss of significant customers or suppli
dependence on distributors; business disruptioseased costs of freight and transportation tat whelévery deadlines; changes in business
strategy or development plans; general risks agmtiwith doing business outside the United Statebkjding, without limitation, import
duties, tariffs, quotas and political instabilighanges in government regulations;
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liability and other claims asserted against NIKiEe &bility to attract and retain qualified persdnaad other factors referenced or
incorporated by reference in this report and otbports. The risks included here are not exhausitier sections of this report may include
additional factors which could adversely impact EI&business and financial performance. MoreovltEN\bperates in a very competitive
and rapidly changing environment. New risk facemserge from time to time and it is not possiblerfanagement to predict all such risk
factors, nor can it assess the impact of all sisthfactors on NIKE's business or the extent tochtany factor, or combination of factors, n
cause actual results to differ materially from #hasntained in any forward-looking statements. Gitrese risks and uncertainties, investors
should not place undue reliance on forward-looldtajements as a prediction of actual results.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTAL DATA

Management of NIKE, Inc. is responsible for theomfiation and representations contained in thisrtepbe financial statements have been
prepared in conformity with the generally accemedounting principles we considered appropriathéncircumstances and include some
amounts based on our best estimates and judgn@this: financial information in this report is costeint with these financial statements.

The Company's accounting systems include contedgded to reasonably assure that assets are aedfedudrom unauthorized use or
disposition and which provide for the preparatiéfimancial statements in conformity with generallgcepted accounting principles. These
systems are supplemented by the selection andnigaih qualified financial personnel and an orgatianal structure 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 of the Company. The Audit Comaeitis responsible for recommending to the Boaidictors the appointment of the
independent accountants and reviews with the intigre accountants, management and the interndlstaffi the scope and the results of
the annual examination, the effectiveness of tlwewaating control system and other matters relatintpe financial affairs of the Company as
they deem appropriate. The independent accourdantthe internal auditors have full access to e Rittee, with and without the presence
of management, to discuss any appropriate matters.
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REPORT OF INDEPENDENT ACCOUNTANTS

Portland, Oregon

June 27, 1997

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

In our opinion, the accompanying consolidated foialnstatements listed in the index appearing utiéen 14(a)(1) and (2) on page 36
present fairly, in all material respects, the ficahposition of NIKE, Inc. and its subsidiarieshay 31, 1997 and 1996, and the results of
operations and their cash flows for each of thedtyears in the period ended May 31, 1997, in eanifg with generally accepted accounting
principles. These financial statements are theoresipility of the Company's management; our residlitg is to express an opinion on these
financial statements based on our audits. We cdadwr audits of these statements in accordantegenerally accepted auditing stande
which require that we plan and perform the audatitain reasonable assurance about whether thecfalastatements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digids in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagnaverall financial statement
presentation. We believe that our audits provideasonable basis for the opinion expressed above.

[LOGO]
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NIKE, INC.
CONSOLIDATED STATEMENT OF INCOME

YEAR ENDED MAY 31,

1 997 1996 1995
(IN THOUSANDS, EXCEPT PER SHARE DATA)
REVENUES......cvveiveieeireie e $9, 186,539 $ 6,470,625 $ 4,760,834
Costs and expenses:
Costs of sales........cccceeeveiirennnen. 5, 502,993 3,906,746 2,865,280
Selling and administrative................. 2, 303,704 1,588,612 1,209,760
Interest expense (Notes 4 and 5)........... 52,343 39,498 24,208
Other income/expense, net (Notes 1, 9 and
10) i 32,277 36,679 11,722
7, 891,317 5,571,535 4,110,970
Income before income taxes................... 1, 295,222 899,090 649,864
Income taxes (NOte 6)..........cccceeerrunnes 499,400 345,900 250,200
Net inCOME.......ocoveeviireieieeeens $ 795,822 $ 553,190 $ 399,664
Net income per common share (Note 1)......... $ 268 $ 1838 % 1.36

Average number of common and common
equivalent shares (Note 1)................. 297,000 293,608 294,012

The accompanying notes to consolidated financééstents are an integral part of this statement.
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NIKE, INC.

CONSOLIDATED BALANCE SHEET

MAY 31,
1997 1996
(IN THOUSANDS)
ASSETS
Current Assets:
Cash and equivalents...........cccccceevinene ... $ 445421 $ 262,117
Accounts receivable, less allowance for doubtful
accounts of $57,233 and $43,372................ .. 1,754,137 1,346,125
Inventories (NOte 2).......ccccevvuveeeenninnnn. ... 1,338,640 931,151
Deferred income taxes (Note 6)................... ... 135,663 93,120
Prepaid expenses (Note 1)........cccceeeuveeeenne ... 157,058 94,427
Total current assets...........cccvveeeeennen. ... 3,830,919 2,726,940
Property, plant and equipment, net (Notes 3 and 5). ... 922369 643,459
Identifiable intangible assets and goodwill (Note 1 )... 464,191 474,812
Deferred income taxes and other assets (Notes 1 and
(5 T PRSI ... 143,728 106,417
Total assets.......cccvevvvveeiniiieeennns
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Current portion of long-term debt (Note 5)....... .. $ 2216 $ 7,301
Notes payable (Note 4)...... ... 553,153 445,064
Accounts payable (Note 4).........ccccvveveeens 687,121 455,034
Accrued liabilities............ ... 570,504 480,407
Income taxes payable............cccceevnennn. 53,923 79,253
Total current liabilities...................... ... 1,866,917 1,467,059
Long-term debt (Notes 5 and 13)...........c........ ... 296,020 9,584
Deferred income taxes and other liabilities (Notes 1
AN 6)..eeiiiiiiieeee 42,132 43,285
Commitments and contingencies (Notes 11 and 14).... -- --
Redeemable Preferred Stock (Note 7)................ 300 300
Shareholders' equity (Note 8):
Common Stock at stated value:
Class A convertible--101,711 and 102,240 shares
outstanding........cceeeeriiiieeeeniieenn. 152 153
Class B--187,559 and 185,018 shares outstanding 2,706 2,702
Capital in excess of stated value................ 210,650 154,833
Foreign currency translation adjustment.......... (31,333) (16,501)
Retained earnings..........cccocvveeeeninnnnn. ... 2,973,663 2,290,213
Total shareholders' equity..................... ... 3,155,838 2,431,400

Total liabilities and shareholders' equity......... ... $5,361,207 $ 3,951,628

The accompanying notes to consolidated financééstents are an integral part of this statement.
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NIKE, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

Cash provided (used) by operations:

Net iNCOMEe.......coovviiveiiiieie e

Income charges (credits) not affecting cash:
Depreciation..........ccccoveveeeeeiiiineeenn.
Deferred income taxes and purchased tax benefit
Amortization and other...............ccccoe...

Changes in certain working capital components:
Increase in inventories............cccccceues
Increase in accounts receivable...
Increase in other current assets...............
Increase in accounts payable, accrued liabiliti

income taxes payable..............ccceee.

Cash provided by operations...........c.cc.......

Cash provided (used) by investing activities:
Additions to property, plant and equipment.......
Disposals of property, plant and equipment.......
Increase in other assets.............cccceeene
(Decrease) increase in other liabilities.........
Acquisition of subsidiaries:

Identifiable intangible assets and goodwill....
Net assets acquired.............cceeevevnnnee

Cash used by investing activities................

Cash provided (used) by financing activities:
Additions to long-term debt.......................
Reductions in long-term debt including current port
Increase in notes payable..............cccceeeen
Proceeds from exercise of options
Repurchase of stock.....................
Dividends--common and preferred....................

Cash provided (used) by financing activities.....
Effect of exchange rate changes on cash............
Effect of May 1996 cash flow activity for certain

subsidiaries
Net increase (decrease) in cash and equivalents....
Cash and equivalents, beginning of year............
Cash and equivalents, end of year..................
Supplemental disclosure of cash flow information:

Cash paid during the year for:

Interest (net of amount capitalized)...........
INCOME taXeS.....ovvveiiiieeiiiiiiiiiiiis

YEAR ENDED MAY 31,

1997 1996 1995

(IN THOUSANDS)
......... $795,822 $ 553,190 $ 399,664
138,038 97,179 71,113

(47,146) (73,279) (24,668)
30,291 32,685 14,966

......... (416,706) (301,409) (69,676)
......... (485,595) (292,888) (301,648)
(56,928) (20,054) (10,276)

365,344 344,248 175,438

323,120 339,672 254,913

......... (465,908) (216,384) (154,125)
24294 12775 9,011
(43,829) (26,376) (9,499)
(10,833) (9,651) 3,239

(345,901)
(84,119)

......... (496,276) (239,636) (581,394)

300,500 5,044 2,971
(5,190) (30,352) (39,804)
92,926 47,964 263,874
26,282 21,150 6,154
~  (18,756) (142,919)
......... (100,896) (78,834) (65,418)

......... 313,622 (53,784) 24,858
......... (166)  (206) (1,122)
......... 43,004 - -

183,304 46,046 (302,745)

262,117 216,071 518,816

......... $ 445,421 $262,117 $ 216,071

......... $ 44,000 $ 32,800 $ 20,200
543,100 359,300 285,400

The accompanying notes to consolidated financééstents are an integral part of this statement.
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NIKE, INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

COMMON STOCK

CAPITAL IN FOREIGN

CLASS A CLASS B EXCESS CURRENCY
------------------------------ OF STATED TRANSLATION RETAINED
SHARES AMOUNT SHARES AMOUNT VALUE  ADJUSTMENT EARNINGS TOTAL
(IN THOUSANDS)
BALANCE AT MAY 31, 199%4................. 26,679 $159 46,521 $2,704 $108,284 $(15,123) $ 1,644,925 $ 1,740,949
Stock options exercised................. 241 2 8,954 8,956
Conversion to Class B Common
(784) 4) 784 4 -

Repurchase of Class B Common

StOCK. ..eveeevreeeeeeeeeieeenn (2,130) (13) (4,801) (138,106) (142,920)
Stock issued pursuant to contractual

obligations..........cccceevueennns 134 1 9,999 10,000
Translation of statements of non-U.S.

0PErations.........ccceeeeereeenines 16,708 16,708
Netincome.......ccccvvvveriieenenen. 399,664 399,664
Dividends on Redeemable Preferred

(30) (30)
Dividends on Common Stock............... (68,638) (68,638)
BALANCE AT MAY 31, 1995................. 25,895 155 45,550 2,698 122,436 1,585 1,837,815 1,964,689
Stock options exercised................. 756 3 32,848 32,851
Conversion to Class B Common

StOCK. . (655) ) 655 2 -
Repurchase of Class B Common

Stock... (200) (1) (451) (18,304) (18,756)
Two-for-one Stock Sp

1995 i 25,880 45,748
Translation of statements of non-U.S.

OPErationS........cccovvevververnenns (18,086) (18,086)
Netincome.........cccoovevviiicninns 553,190 553,190
Dividends on Redeemable Preferred

StOCK. . (30) (30)
Dividends on Common Stock............... (82,458) (82,458)
BALANCE AT MAY 31, 1996................. 51,120 153 92,509 2,702 154,833  (16,501) 2,290,213 2,431,400
Stock options exercised................. 1,475 3 55817 55,820
Conversion to Class B Common

StOCK. ..evevevreereeeereieeene (279) P 279 1 -
Two-for-one Stock Split October 23,

1996.....eiiiiiiieeee s 50,870 93,296
Translation of statements of non-U.S.

operations.. (14,832) (14,832)
Netincome.......ccccvvveeiiennenen. 795,822 795,822
Dividends on Redeemable Preferred

SEOCK. . (30) (30)
Dividends on Common Stock............... (108,249) (108,249)
Net income for the month ended May 1996,

due to the change in fiscal year-end

of certain non-U.S. operations (Note

) O (4,093)  (4,093)
BALANCE AT MAY 31, 1997........cccu.. 101,711 $152 187,559 $2,706 $210,650 $(31,333) $2,973,663 $ 3,155,838




NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
BASIS OF CONSOLIDATION:

The consolidated financial statements include to®ants of the Company and its subsidiaries. Athificant intercompany transactions and
balances have been eliminated. Prior to fiscal $687, certain of the Company's non-U.S. operatiepsrted their results of operations on a
one month lag which allowed more time to compilsuits. Beginning in the first quarter of fiscal yd897, the one month lag was elimina
As a result, the May 1996 charge from operationsHese entities of $4,093,000 was recorded tanedaearnings in the first quarter of the
current year.

RECOGNITION OF REVENUES:
Revenues recognized include sales plus fees eamsdles by licensees.
ADVERTISING:

Advertising production costs are expensed the s the advertisement is run. Media (TV and prmé&cement costs are expensed in the
month the advertising appears. Total advertisiry@omotion expenses were $978,251,000, $642,49&00 $495,006,000 for the years
ended May 31, 1997, 1996 and 1995, respectivetjudied in prepaid expenses and other assets wasd®E1000 and $69,340,000 at May
31, 1997 and 1996, respectively, relating to prepalivertising and promotion expenses.

CASH AND EQUIVALENTS:
Cash and equivalents represent cash and shorttéghly liquid investments with original maturitiéisree months or less.
INVENTORY VALUATION:

Inventories are stated at the lower of cost or eai&ost is determined using the last-in, first4@uWEO) method for substantially all U.S.
inventories. Non-U.S. inventories are valued omsd-fn, first-out (FIFO) basis.

PROPERTY, PLANT AND EQUIPMENT AND DEPRECIATION:

Property, plant and equipment are recorded at Begireciation for financial reporting purposes éseiimined on a straight-line basis for
buildings and leasehold improvements and pringipati a declining balance basis for machinery andpsaent, based upon estimated useful
lives ranging from two to thirty years.

IDENTIFIABLE INTANGIBLE ASSETS AND GOODWILL:

At May 31, 1997 and 1996, the Company had paténaidemarks and other identifiable intangible asagts a value of $219,186,000 and
$209,586,000, respectively. The Company's excepsrmmhase cost over the fair value of net assetsisihesses acquired (goodwill) was
$326,252,000 and $327,555,000 at May 31, 1997 888, Tespectively.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
Identifiable intangible assets and goodwill arengeamortized over their estimated useful lives straight-line basis over five to forty years.
Accumulated amortization was $81,247,000 and $&2(B® at May 31, 1997 and 1996, respectively.

Amortization expense, which is included in otherame/expense, was $19,765,000, $21,772,000 an@i&8.,800 for the years ended May
31, 1997, 1996 and 1995, respectively. Intangibiets are periodically reviewed by the Companynfipairments where the fair value is less
than the carrying value.

OTHER LIABILITIES:

Other liabilities include amounts with settlemeates beyond one year, and are primarily composéhgfterm deferred endorsement
payments of $15,815,000 and $21,674,000 at May 347 and 1996, respectively. Deferred paymentsdorsers relate to amounts due
beyond contract termination, which are discountedhdous interest rates and accrued over the acingreriod.

ENDORSEMENT CONTRACTS:

Accounting for endorsement contracts is based gpeunific contract provisions. Generally, endorsermpayments are expensed uniformly
over the term of the contract after giving recogmito periodic performance compliance provisiohthe contracts. Contracts requiring
prepayments are included in prepaid expenses er aisets depending on the length of the contract.

FOREIGN CURRENCY TRANSLATION:

Adjustments resulting from translating foreign ftianal currency financial statements into U.S. ai@lare included in the foreign currency
translation adjustment in shareholders' equity.

DERIVATIVES:

The Company enters into foreign currency contrectgder to reduce the impact of certain foreigrrency fluctuations. Firmly committed
transactions and the related receivables and payafdy be hedged with forward exchange contragisr@hased options. Anticipated, but
not yet firmly committed, transactions may be hetittgough the use of purchased options. Premiurngsgmaepurchased options and any
gains are included in prepaid expenses or accrabilities and are recognized in earnings wherttéwsaction being hedged is recognized.
Gains and losses arising from foreign currency &dvand option contracts, and cross-currency sveasactions are recognized in income or
expense as offsets of gains and losses resulting thhe underlying hedged transactions. Cash floara fisk management activities are
classified in the same category as the cash floova the related investment, borrowing or foreigntenge activity. See Note 14 for further
discussion.

INCOME TAXES:

Income taxes are provided currently on financiateshent earnings of non-U.S. subsidiaries expeotéd repatriated. The Company intends
to determine annually the amount of undistributed-b).S. earnings to invest indefinitely in its norS. operations.

The Company accounts for income taxes using thet assl liability method. This approach requiresrgeognition of deferred tax liabilities
and assets for the expected future tax consequenht@siporary
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
differences between the carrying amounts and thbdaes of other assets and liabilities. See Néve fairther discussion.

NET INCOME PER COMMON SHARE:

Net income per common share is computed basedeowdighted average number of common and commorwaegut (stock option) shar
outstanding for the periods reported.

On October 23, 1996 and October 30, 1995, the Coynisaued additional shares in connection with famene stock splits effected in the
form of a 100% stock dividend on outstanding Clasmd Class B common stock. The per common shaceiars in the Consolidated
Financial Statements and accompanying notes haaredjusted to reflect these stock splits.

MANAGEMENT ESTIMATES:

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates,
including estimates relating to assumptions thigicathe reported amounts of assets and liabilétres disclosure of contingent assets and
liabilities at the date of financial statements émelreported amounts of revenues and expensegdhe reporting period. Actual results
could differ from these estimates.

RECLASSIFICATIONS:

Certain prior year amounts have been reclassifieghform to fiscal 1997 presentation. These chauhgel no impact on previously reported
results of operations or shareholders' equity.

NOTE 2--INVENTORIES

Inventories by major classification are as follows:

.. $ 1,248,401 $ 874,700
50,245 28,940
39,994 27,511

Finished goods......
Work-in-progress..
Raw materials..........ccoceeviieieeiiiiienene

The excess of replacement cost over LIFO cost #8s7$6,000 at May 31, 1997, and $16,023,000 at 81ay1996.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 3--PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment includes the follawin

MAY 31
1997 1996
Land.....ccooiiiiiiiiiicseeeee e, $ 90,792 $ 75,369
Buildings......ccoooiiviiiiiiiiiicicveees e, 241,062 246,602

Machinery and equipment..............ccccvveeeens
Leasehold improvements.........c.ccccceeevevennne
Construction in ProCess.........ccceeeveiuveeeennne

............... 735,739 572,396
............... 206,593 83,678
............... 151,561 69,660
1,425,747 1,047,705
............... 503,378 404,246

Less Accumulated Depreciation......................

Capitalized interest expense was $2,765,000, $868&60d $261,000 for the fiscal years ended Mayl9%97, 1996 and 1995 respectively.

NOTE 4--SHORT-TERM BORROWINGS AND CREDIT LINES

Notes payable to banks and interest bearing ace@ayable to Nissho lwai American Corporation NIAE2 summarized belo

MAY 31,
1997 1006
BORROWINGS INTEREST RATE BORROWINGS "Il\-l'l-'E-IiI;S-'I: RATE
Banks:
Non-U.S. Operations.........cccoevevveeveeees i $ 553,153 4.08% $ 445,064 4.38%
$553153  $445064 .
NIAC oo é --4;-1-4-1-,-1-32 6.1-4-1:’};“-; 237,413 ) 5.80%

The Company has outstanding loans at interest aatesrious spreads above the banks' cost of fiandgancing non-U.S. national
operations. Certain of these loans can be secyraddounts receivable and inventory.

The Company purchases through Nissho Iwai Amer@amporation ("NIAC") substantially all of the athilefootwear and apparel it acquires
from nonU.S. suppliers. Accounts payable to NIAC are gdhedaie up to 120 days after shipment of goods ftbeforeign port. Interest «

such accounts payable accrues at the ninety dagdromterbank Offered Rate (LIBOR) as of the begigrof the month of the invoice date,
plus .30%.

At May 31, 1997 and 1996, the Company had no autistg borrowings under its $500 million unsecuradtiple option facility with ten
banks, which matures on October 31, 2001. Thisesgeat contains optional borrowing alternatives timg) of a committed revolving loan
facility and a competitive bid facility. The intexterate charged on this agreement is determingbedigorrowing option and, under the
committed revolving loan facility, is either theBOR plus .19% or the higher of the Fed Funds rate
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 4--SHORT-TERM BORROWINGS AND CREDIT LINES (CON TINUED)
plus .50% or the Prime Rate. The agreement profateannual fees of .07% of the total commitmemnider the agreement, the Company
must maintain, among other things, certain miningjecified financial ratios with which the Compangsain compliance at May 31, 1997.

Ratings for the Company to issue commercial papkich is required to be supported by committed amcbmmitted lines of credit, are Al
by Standard and Poor's Corporation and P1 by Meddyestor Service. There were no amounts outsigratiMay 31, 1997 or May 31, 1¢
under these arrangements.

NOTE 5--LONG-TERM DEBT

Long-term debt includes the following:

MAY 31

1997 1996
6.375% Medium terms notes, payable December 1, 2003 ... $ 199,211 $ --
4.30% Japanese yen notes, payable June 26, 2011.... L 92,373 -
9.43% capital warehouse lease.........ccccceeeeeee. e - 7,485
Other e e 6,652 9,400

TOtAl i e 298,236 16,885

Less current Maturiti€S.....ccovvvveeevvccs e 2,216 7,301

In December of 1996, the Company filed a $500 omlishelf registration with the Securities and ExgeCommission and issued $200
million seven-year notes, maturing December 1, 200@ proceeds were subsequently exchanged fohhutdders and loaned to a
European subsidiary. Interest on the loan is pamlisnnually. The Company entered into swap traimsecreducing the effective interest
rate to 5.64% as well as to hedge the foreign aagrexposure related to the repayment of the intepany loan. In June of 1997, the
Company issued an additional $100 million mediurmtaotes under this program with maturities of JuU6e2000 and June 17, 2002.

In June of 1996, the Company's Japanese subsiahargwed 10.5 billion yen in a private placementtwa maturity of June 26, 2011. Inter
is paid semi-annually. The agreement provides dolyeetirement after year ten.

The Company's long-term debt ratings are A+ by &isshand Poor's Corporation and Al by Moody's ItoreService. Amounts of long-term
maturities in each of the five fiscal years 199®tiyh 2002, respectively, are $2,216,000, $1,8%1 $2,187,000, $188,000 and $47,000.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 6--INCOME TAXES

Income before incoming taxes and the provisiorifoome taxes are as follows:

YEAR ENDED MAY 31,

1997 1996 1995

(IN THOUSANDS)

Income before income taxes:
United States..........ccccveevveevcreeennnnn ... $ 1,008,023 $ 644,755 $ 467,548

FOreign......ueeveveveeeeeeeieseieen 287,199 254,335 182,316

$ 1,295,222 $ 899,090 $ 649,864

Provision for income taxes:

Current:
United States
Federal.......cccccoeveeiiiiiiiiiiiiieeen ... $ 359,408 $ 247,526 $ 172,127
State....uveiiiieiiii e 74,716 42,622 34,764
FOreign......coooveeeiiiiic e 112,679 127,345 75,964
546,803 417,493 282,855
Deferred:
United States
Federal.......cccccoeveeiiiiiiiiiiiiieenn (21,097) (33,003) (25,689)
State....uveiiiiiieiiee e (5,062) (7,657) (2,430)
FOreign......coooveeeiiiiei e (21,244) (30,933) (4,536)

(47,403) (71,593) (32,655)

$ 499,400 $ 345,900 $ 250,200

During fiscal 1994 the Company permanently reiresgstpproximately $56,000,000 of its undistributed+).S.earnings in certain
subsidiaries.

A benefit has been recognized for foreign lossycmwards of $138,500,000 and $96,600,000 at MBy1®97 and 1996, respectively, wh
have no expiration. As of May 31, 1997, the Complaay utilized all foreign tax credits.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 6--INCOME TAXES (CONTINUED)
Deferred tax liabilities (assets) are comprisetheffollowing:

................. $ 3,026 $ 3,220
................. 13,017 12,040

................. (16,092)  (9,050)
(30,347)  (20,796)
(26,659)  (17,583)
50,738 (42,870)
(19,263)  (12,363)
................. (8,379)  (2,594)

................. (32,100)  (25,162)
................. (9,582) (12,978)

A reconcillation form the U.S. statutory income tate to the effective income tax rate follows:

YEAR ENDED MAY 31,

1997 1996 1995

U.S. Federal statutory rate.......cccccccceveeeee. s 35.0% 35.0% 35.0 %
State income taxes, net of federal benefit......... 3.5 2.6 3.2

Other, Net.ucieeiiiciiiic e e, 1 .9 .3
Effective income tax rate......cccccveeeeeeeveeeees s 38.6% 38.5% 385 %

NOTE 7--REDEEMABLE PREFERRED STOCK

NIAC is the sole owner of the Company's authoriRedeemable Preferred Stock, $1 par value, whiokdisemable at the option of NIAC

par value aggregating $300,000. A cumulative diwélef $.10 per share is payable annually on Magrgino dividends may be declared or
paid on the Common Stock of the Company unlessidids on the Redeemable Preferred Stock have leetaret and paid in full. There
have been no changes in the Redeemable PrefeoekliBithe three years ended May 31, 1997. As theeh of the Redeemable Preferred
Stock, NIAC does not have general voting rightsdngs have the right to vote as a separate clasgea@ale of all or substantially all of the
assets of the Company and its subsidiaries, onanergnsolidation, liquidation or dissolution oétlEompany or on the sale or assignment of
the NIKE trademark for athletic footwear sold irtbinited States.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 8--COMMON STOCK

The authorized number of shares of Class A ComntockSho par value and Class B Common Stock no glaevare 110,000,000 and
350,000,000, respectively. The Company announdea-dor-one stock split which was effected in tloenfi of a 100% stock dividend on
outstanding Class A and Class B Common Stock, @atdber 23, 1996. In the previous year a similar-far-one stock split was announced,
paid October 30, 1995. Each share of Class A Confatock is convertible into one share of Class B @mm Stock. Voting rights of Class
Common Stock are limited in certain circumstancéh vespect to the election of directors.

The Company's Employee Incentive Compensation @hen’'1980 Plan") was adopted in 1980 and expireBecember 31, 1990. The 1980
Plan provided for the issuance of up to 13,4408@0res of the Company's Class B Common Stock inestiion with the exercise of stock
options granted under such plan. No further grasitde made under the 1980 Plan.

In 1990, the Board of Directors adopted, and ttegedtolders approved, the NIKE, Inc. 1990 Stock tige Plan (the "1990 Plan™). The 19
Plan provides for the issuance of up to 16,0008)@0es of Class B Common Stock in connection wibksoptions and other awards granted
under such plan. The 1990 Plan authorizes the gfantentive stock options, non-statutory stockiaps, stock appreciation rights, stock
bonuses, and the sale of restricted stock. Thecimeeprice for incentive stock options may notdsslthan the fair market value of the
underlying shares on the date of grant. The exemmige for non-statutory stock options and stqmiraciation rights, and the purchase price
of restricted stock, may not be less than 75% effdlir market value of the underlying shares ondéite of grant. No consideration will be
paid for stock bonuses awarded under the 1990 Pla11990 Plan is administered by a committee ®Bbard of Directors. The committee
has the authority to determine the employees tanvawards will be made, the amount of the awards th@ other terms and conditions of
the awards. As of May 31, 1997, the committee antgd substantially all non-statutory stock optiah 100% of fair market value on the
date of grant under the 1990 Plan.

In addition to the option plans discussed abowe Qbmpany has several agreements outside of the wligh certain directors, endorsers and
employees. As of May 31, 1997, 7,754,000 optiortk @kercise prices ranging from $0.417 per shab8625 per share had been granted.
The aggregate compensation expenses related magesements is $9,530,000 and is being amortizedvesting periods from October
1980 through September 2000. The outstanding agnesnexpire from December 1998 through Septemb@s.20

During 1995, the Financial Accounting StandardsrBassued SFAS 123, "Accounting for Stock Based gamsation,” which defines a fair
value method of accounting for an employee stodlonpr similar equity instrument and encouragad,does not require, all entities to
adopt that method of accounting. Entities electingito adopt the fair value method of accountinginmiake pro forma disclosures of net
income and earnings per share, as if the fair viahsed method of accounting defined in this stat¢inas been applied.

The Company has elected not to adopt the fair valethod; however, as required by SFAS 123, the Gompas computed for pro forma
disclosure purposes the value of options grantemgldiscal years 1997 and 1996 using the BlackeBxhoption pricing model. The
weighted average assumptions used for stock ogtamts for 1997 and 1996 were a dividend yield%f &xpected volatility of the market
price of the Company's common stock of 30%, a weipfaverage expected life of the options of appnakely
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 8--COMMON STOCK (CONTINUED)

five years, and interest rates of 6.42 and 6.5@i$oal 1997 and 5.92 and 5.97 for fiscal 1996.sEh@terest rates are reflective of option g
dates made throughout the year.

Options were assumed to be exercised over therseypacted life for purposes of this valuation. #gtments for forfeitures are made as they
occur. For the years ended May 31, 1997 and 18@8ptal value of the options granted, for whichpnevious expense has been recognized,
was computed as approximately $29,074,000 and 6I®Q0, respectively, which would be amortized atraight line basis over the vesting

period of the options. The weighted average fdue@er share of the options granted in 1997 a®é B8e $17.39 and $7.15, respectively.

If the Company had accounted for these stock optigsued to employees in accordance with SFASth23Company's net income and pro
forma net income and net income per share andgpnaef net income per share would have been repastéallows:

YEAR ENDED MAY 31,

1997 1996

NET INCOME EPS NETINCOME EPS

As Reported........cocooeeieiiiiiiieeieen. $795822 $ 2.68 $553,190 $ 1.88
Pro FOrma.....ccccceeevviiiiiiiiiieeeeeeee 788,692 2.66 550,426 1.87

The pro forma effects of applying SFAS 123 maybwtepresentative of the effects on reported et and earnings per share for future
years since options vest over several years anitladd awards are made each ye

The following summarizes the stock option transantiunder plans discussed above (adjusted fopplicable stock splits):

WEIGHTED
AVERAGE
SHARES OPTION PRICE
(IN
THOUSANDS)
Options outstanding May 31, 1995................ 11,916 $ 10.87
Exercised........ccoooveiiiiiiiiiein, (2,281) 7.90
Surrendered.........ccooveeieiiniiieeenne (66) 17.07
Granted.........cccoeeviiiiiiiiiiis 2,690 21.25
Options outstanding May 31, 1996................ 12,259 13.67
Exercised..........ccoveennnnn (2,012) 11.28
Surrendered (55) 23.50
Granted.........cccoceviiiiiiiiniiens 1,692 48.93
Options outstanding May 31, 1997................ 11,884 19.05
Options exercisable at May 31,
1996, 4,225 8.35
1997 e 5,219 11.33
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

NOTE 8--COMMON STOCK (CONTINUED)
The following table sets forth the exercise pri¢hs,number of options outstanding and exercisainlé the remaining contractual lives of the
Company's stock options at May 31, 1997:

NUMBER OF OPTIONS WEIGHTED AVE RAGE WEIGHTED AVERAGE NUMBER OF OPTIONS WEIGHTED AVERAGE
EXERCISE PRICE ~ OUTSTANDING  EXERCISE PR ICE CONTRACTORS LIFE REMAINING TIME ~ EXERCIS ABLE  EXERCISE PRICE
(IN THOUSANDS) (IN THOUS ANDS)
$3.125-$9.563 2,841 $7.56 2.90 2,84 1 $7.56
11.250 - 14.188 3,027 13.73 5.76 1,10 8 14.00
14.219- 21.000 4,132 18.40 7.65 1,26 3 17.35
22.813- 71.875 1,884 46.32 8.68 7 32.78

NOTE 9--BENEFIT PLANS:

The Company has a profit sharing plan availabkutastantially all employees. The terms of the plahfor annual contributions by the
Company as determined by the Board of Directorsitftmutions of $18,500,000, $15,500,000 and $11,A00to the plan are included in
other expense in the consolidated financial statgser the years ended May 31, 1997, 1996 and,I@8bectively.

The Company has a voluntary 401(k) employee sayptags The Company matches with Common Stock agrodf employee contribution
vesting that portion over 5 years. Company contitims to the savings plan were $6,349,000, $4,&80:zhd $3,363,000 for the years ended
May 31, 1997, 1996 and 1995, respectively.

NOTE 10--OTHER INCOME/EXPENSE, NET:

Included in other income/expense for the years émday 31, 1997, 1996 and 1995, is interest incofi%26,089,000, $16,083,000 and
$26,094,000, respectively. During the year, the gamy's subsidiary, Bauer Inc, recognized a one-tesructuring charge of $18,096,000
for a plan which includes, among other things, mgwertain products to offshore production anddbsing of certain facilities. The
Company recognized $11,412,000 in non-recurringifipebligations associated with the shutdown eftain facilities in conjunction with
the consolidation of European warehouses for tla¢ geded May 31, 1995.

NOTE 11--COMMITMENTS AND CONTINGENCIES:

The Company leases space for its offices, warelsouse retail stores under leases expiring fromtoieenty years after May 31, 1997. R
expense aggregated $84,109,000, $52,483,000 ans0$4300 for the years ended May 31, 1997, 19961888, respectively. Amounts of
minimum future annual rental commitments under naneellable operating leases in each of the feeafiyears 1998 through 2002 are
$76,319,000, $65,315,000, $53,776,000, $46,125H00 274,000, respectively, and $326,198,000 &r hatars.

Lawsuits arise during the normal course of businiesthe opinion of management, none of the pentiinguits will result in a significant
impact on the consolidated results of operatiorfinancial position.

32



NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
NOTE 12--ACQUISITION OF BAUER INC.:

During the third quarter of fiscal 1995, NIKE acopd all the outstanding shares of Bauer Inc. (felyn@anstar Sports Inc.), the world's
largest hockey equipment manufacturer. The aciprisitas accounted for using the purchase methadadunting. The cash purchase price,
including acquisition costs, was approximately $4tiBion.

Bauer's assets and liabilities have been recorddteiCompany's consolidated balance sheet atftlieralues at the acquisition date.
Identifiable intangible assets and goodwill relgtin the purchase approximated $336 million wittinested useful lives ranging from 5 to 40
years. The amortization period is based on the Goryip belief that the combined company has suliat@mutential for achieving lor-term
appreciation of the fully integrated global compaBguer will permit the continued expansion of thierent lines of business, as well as the
development of new businesses, which can be usstdategically exploit the companies' brand nanmespoducts on an accelerated basis.
NIKE believes that the combined company will benizém the acquisition for an indeterminable peraddime of at least 40 years and t
therefore a 40-year amortization period is appaipriThe proforma effect of the acquisition on¢bmbined results of operations in fiscal
1995 was not significant.

NOTE 13--FAIR VALUE OF FINANCIAL INSTRUMENTS:

The carrying amounts reflected in the consolidé@dnce sheet for cash and equivalents and noyedlgaapproximate fair value as reported
in the balance sheet because of their short miasirithe fair value of long-term debt is estimaisohg discounted cash flow analyses, based
on the Company's incremental borrowing rates fimilar types of borrowing arrangements. The faiueabf the Company's long-term debt,
including current portion, is approximately $295880, compared to a carrying value of $298,236410day 31, 1997 and $16,840,000,
compared to a carrying value of $16,885,000 at Bthy1996. See Note 14 for fair value of derivatives

NOTE 14--FINANCIAL RISK MANAGEMENT AND DERIVATIVES:

The purpose of the Company's foreign currency hegdgctivities is to protect the Company from tlek that the eventual dollar cash flows
resulting from the sale and purchase of producferigign currencies will be adversely affected bgrges in exchange rates. In addition, the
Company seeks to manage the impact of foreign moyréuctuations related to the repayment of imenpany borrowings. The Company
does not hold or issue financial instruments fadimg purposes. It is the Company's policy tozdililerivative financial instruments to reduce
foreign exchange risks where internal netting sgrigis cannot be effectively employed. Fluctuatiorthe value of hedging instruments are
offset by fluctuations in the value of the undarlyiexposures being hedged.

The Company uses forward exchange contracts amth@sed options to hedge certain firm purchasesaled commitments and the related
receivables and payables including other thirdyparintercompany foreign currency transactiongcRased currency options are used to
hedge certain anticipated but not yet firmly contedittransactions expected to be recognized withiyear. Cross-currency swaps are used
to hedge foreign currency denominated paymentsetta intercompany loan agreements. Hedged triosa@re denominated primarily in
European currencies, Japanese yen and Canadian. éskmiums paid on purchased options and anigedajains are included in prepaid
expenses or accrued liabilities and recognizedinirgs when the transaction being hedged is rézedgnDeferred option premiums paid,

of realized gains, were $14,500,000 and $5,100000ay 31, 1997 and 1996, respectively. Gains assés related to hedges of firmly
committed transactions and the related
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NOTE 14--FINANCIAL RISK MANAGEMENT AND DERIVATIVES: (CONTINUED)

receivables and payables are deferred and aremizedlgn income or as adjustments of carrying anowhen the offsetting gains and losses
are recognized on the hedged transaction. Nezeshfind unrealized gains on forward contracts defeat May 31, 1997 and 1996 were
$28,000,000 and $20,700,000, respectively.

The estimated fair values of derivatives used tigkaehe Company's risks will fluctuate over timbeTair value of the forward exchange
contracts is estimated by obtaining quoted markeep. The fair value of option contracts is estedausing option pricing models widely
used in the financial markets. These fair value ameshould not be viewed in isolation, but raiheelation to the fair values of the
underlying hedged transactions and the overallagaluin the Company's exposure to adverse flurinatin foreign exchange rates. The
notional amounts of derivatives summarized belomanecessarily represent amounts exchanged tpatties and, therefore, are not a
direct measure of the exposure to the Company gtrits use of derivatives. The amounts exchangedalculated on the basis of the
notional amounts and the other terms of the deviest which relate to interest rates, exchangesratether financial indices.

The following table presents the aggregate notipniacipal amounts, carrying values and fair valokhe Company's derivative financial
instruments outstanding at May 31, 1997 and 1996.

MAY 31,
1997 1996

NOTIONAL NOTIONAL

PRINCIPAL CARRYING FAIR PRINCIPAL C ARRYING  FAIR

AMOUNTS VALUES VALUES AMOUNTS VALUES VALUES
CUITENCY SWAPS...cvveirireieeieeereiesieaieens .$ 2000 $ 194 $ 137 $ -- $ - $ --
Forward Contracts . 2,328.5 14.8 47.4 1,422.8 (2.1) 14.5
Purchased Options 413.7 9.7 9.4 280.2 2.6 5
Total oo $29422 $ 439 $ 705 $1,703.0 $ 5 % 150

At May 31, 1997 and May 31, 1996, the Company hladantracts outstanding with maturities beyond yeer except the currency swaps
which have maturity dates consistent with the nigtaiates of the related debt. All realized gainsgles deferred at May 31, 1997 will be
recognized within one year.

The counterparties to derivative transactions anfinancial institutions with investment gradebetter credit ratings and, additionally,
counterparties to derivatives three years or greateall AAA rated. However, this does not elimathe Company's exposure to credit risk
with these institutions. This credit risk is gerlgramited to the unrealized gains in such contsashould any of these counterparties fail to
perform as contracted and is immaterial to anyionsttution at May 31, 1997 and 1996. To manags tisk, the Company has established
strict counterparty credit guidelines which aretemrally monitored and reported to Senior Managetaenording to prescribed guidelines.
The Company utilizes a portfolio of financial inations either headquartered or operating in theeseountries the Company conducts its
business. As a result, the Company considers sheoficounterparty default to be minimal.

NOTE 15--INDUSTRY SEGMENT AND OPERATIONS BY GEOGRAPHIC AREAS:

The Company operates predominantly in one indisgigyment, that being the design, production, marggetnd selling of sports and fitness
footwear, apparel and accessories. During 19976 498 1995,
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NOTE 15--INDUSTRY SEGMENT AND OPERATIONS BY GEOGRAPHIC AREAS: (CONTINUED)
sales to one major customer amounted to approxiynb86, 12% and 14% of total sales, respectivehe §eographic distributions of the
Company's identifiable assets, operating incomeraneinues are summarized in the following table.

YEAR ENDED MAY 31 ,

1997 1996 1995

(IN THOUSANDS)
Revenues from unrelated entities:

United StateS......ccovveveiiiiiieciiieeeeeeeee e, $ 5,529,132 $ 3,964,662 $ 2,997,864
Europe.......... 1,833,722 1,334,340 980,444
Asia/Pacific 1,245,217 735,094 515,652
Latin America/Canada and other..................... 578,468 436,529 266,874
$ 9,186,539 $ 6,470,625 $ 4,760,834

Total revenues:
United StateS......ccovveeeeiiiieececiieeeeeeeee e, $ 5,531,957 $ 3,972,815 $ 3,004,260
1,833,722 1,341,738 985,882
1,245,217 735,094 515,652
730,046 503,591 298,323
(154,403) (82,613) (43,283)

Operating income:

United States........ccocceevvvvveeeniieeeees . $ 968,993 $ 697,094 $ 501,685
Europe.......... 170,612 145,722 113,800
ASIa/PaCIfiC.......ccviieiiiiiiie e 174,997 123,585 64,168
Latin America/Canada and other..................... 71,342 55,851 37,721
Less corporate, interest and other income (expense) and eliminations.... (90,722) (123,162) (67,510)
$ 1,295,222 $ 899,090 $ 649,864
Assets:
United StatesS.....coccvieiiiiiieciiiieeeeeeee e $ 2,994,017 $ 2,371,991 $ 1,659,522
BUMOPE. e s 1,272,918 941,522 771,752
ASIA/PACITIC...cccoiciiiciiiic e e 665,776 386,485 306,390
Latin America/Canada and other.........ccccccceeee. L 328,681 188,839 209,389
Total identifiable assets.......cccvvvvvveeceees e 5,261,392 3,888,837 2,947,053
Corporate cash and eliminations.........ccccc...... L 99,815 62,791 195,692
Total @SSetS...ccocvveiiiiiiiieiiieeeeeeeee e $ 5,361,207 $ 3,951,628 $ 3,142,745
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PART 1lI
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE.

There has been no change of accountants nor aagrdaments with accountants on any matter of aticmuprinciples or practices or
financial statement disclosure required to be regbunder this Item.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The Company has filed with the Securities and ErgeaCommission its definitive proxy statement dakedust 13, 1997 for the annual
meeting of shareholders to be held on Septembet3®7,. The information required by this Item widispect to the Company's directors is
incorporated herein by reference from pages 3 titr@) and 8 through 10 of such proxy statementrinétion called for by this Item with
respect to the Company's executive officers it under "Executive Officers of the Registraint'ltem 1 of this Report.

The information required by Items 11-13 of Partdlincorporated herein by reference from the iatid pages of the Company's definitive
Proxy Statement dated August 13, 1997 for its J&#%ual meeting of shareholders.

PROXY
STATEMENT
PAGE NO.
ITEM 11. EXECUTIVE COMPENSATION....cocciiiiiies e 7-8,11-21
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT........cccoovvviiennnne. 8-10
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSA  CTIONS.....ccooiiiiiiiieniciee e 19-21
PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K.
(A) THE FOLLOWING DOCUMENTS ARE FILED AS PART OF T3 REPORT:
FORM 10 -K
PAGE NO
1. FINANCIAL STATEMENTS:
Report of Independent ACCOUNLANES........cccceeees e 18
Consolidated Statement of Income for each of the th ree years ended May 31, 1996............. 19
Consolidated Balance Sheet at May 31, 1996 and 1995 e 20
Consolidated Statement of Cash Flows for each of th e three years ended May 31, 1996......... 21
Consolidated Statement of Shareholders' Equity for each of the three years ended May 31,
1996 i e 22
Notes to Consolidated Financial Statements......... e 23- 35
2. FINANCIAL STATEMENT SCHEDULES:
VIll--Valuation and Qualifying ACCOUNTS............. e F -1
IX--ShOrt-Term BOIMOWINGS . .....uvvuiiiiiiinieneeees  iierrrrer e e e e e e e e e s nnenenees F -2

All other schedules are omitted because they arappicable or the required information is shownrhe financial statements or notes the
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3. EXHIBITS:

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Restated Articles of Incorporation, as amende
from Exhibit 3.1 to the Company's Quarterly
fiscal quarter ended August 31, 1995).

Third Restated Bylaws, as amended (incorporat
3.2 to the Company's Quarterly Report on Fo
quarter ended August 31, 1995).

Restated Articles of Incorporation, as amende
Third Restated Bylaws, as amended (see Exhibi

Form of Indenture between the Company and The
Chicago, as Trustee (incorporated by refere
Amendment No. 1 to Registration Statement N
Company on November 26, 1996.

Officers' Certificate establishing the terms
Due December 1, 2003 (incorporated by refer
Company's Current Report on Form 8-K dated

Form of 6 3/8% Note due December 1, 2003 (inc
Exhibit 4.2 to the Company's Current Report
10, 1996).

Form of Officers' Certificate establishing th
Fixed Rate Medium-Term Note and Floating Ra
(incorporated by reference from Exhibit 4.1
Report on Form 8-K dated April 23, 1997).

Form of Fixed Rate Medium-Term Note (incorpor
Exhibit 4.2 to the Company's Current Report
1997).

Form of Floating Rate Medium-Term Note (incor
Exhibit 4.3 to the Company's Current Report
1997).

10.1 Credit Agreement dated as of September 15, 19

America National Trust & Savings Associatio
and the other banks party thereto (incorpor
Company's Quarterly Report on Form 10-Q for
August 31, 1995).

10.2 Form of non-employee director Stock Option Ag

reference from Exhibit 10.3 to the Company'
for the fiscal year ended May 31, 1993).*

10.3 Form of Indemnity Agreement entered into betw

its officers and directors (incorporated by
definitive proxy statement filed in connect
of shareholders held on September 21, 1987)

10.4 NIKE, Inc. Restated Employee Incentive Compen

reference from Registration Statement No. 3
the Company on June 16, 1989).*

10.5 NIKE, Inc. 1990 Stock Incentive Plan (incorpo

Company's definitive proxy statement filed
meeting of shareholders held on September 1

10.6 Collateral Assignment Split-Dollar Agreement

H. Knight dated March 10, 1994 (incorporate
10.7 to the Company's Annual Report on Form
ended May 31, 1994).*

10.7 NIKE, Inc. Executive Performance Sharing Plan

from the Company's definitive proxy stateme
its annual meeting of shareholders held on
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d (incorporated by reference
Report on Form 10-Q for the

ed by reference from Exhibit
rm 10-Q for the fiscal

d (see Exhibit 3.1).
t3.2).

First National Bank of
nce from Exhibit 4.01 to
0. 333-15953 filed by the

of the Company's 6 3/8% Notes
ence from Exhibit 4.1 to the
December 10, 1996).

orporated by reference from
on Form 8-K dated December

e terms of the Company's
te Medium-Term Note
to the Company's Current

ated by reference from
on Form 8-K dated April 23,

porated by reference from
on Form 8-K dated April 23,

95 among NIKE, Inc., Bank of
n, individually and as Agent,
ated by reference from the
the fiscal quarter ended

reement (incorporated by
s Annual Report on Form 10-K

een the Company and each of
reference from the Company's
ion with its annual meeting

sation Plan (incorporated by
3-29262 on Form S-8 filed by

rated by reference from the
in connection with its annual
7, 1990).*

between NIKE, Inc. and Philip
d by reference from Exhibit
10-K for he fiscal year

(incorporated by reference
nt filed in connection with
September 18, 1995).*



12.1 Computation of Ratio of Earnings to Fixed Cha rges.
21 Subsidiaries of the Registrant.

23 Consent of Price Waterhouse, independent cert ified public accountants (set
forth on page F-3 of this Annual Report on Form 10-K).

* Management contract or compensatory plan or gearent.

Upon written request to Investor Relations, NIKiG.| One Bowerman Drive, Beaverton, Oregon 97036the Company will furnish

share-holders with a copy of any Exhibit upon paytweg $.10 per page, which represents the Compaegsonable expenses in furnishing
such Exhibits.

(B) The following reports on Form 8-K were filed thie Company during the last quarter of fiscal 1997

April 23, Item 5. (Other Announcement of, and filing of certain
1997 Events) and Item 7  documents rel ating to, a public
(Exhibits) offering of t he Company's Medium-Term
Notes.
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DESCRIPTION

FOR THE YEAR ENDED MAY 31, 1995:
Allowance for doubtful accounts....................
Other @sSetsS.......ccoeevvivienieeeiiiieenins

FOR THE YEAR ENDED MAY 31, 1996:
Allowance for doubtful accounts....................
Other @sSetsS.......ccoeevvivieniveeiniieenins

FOR THE YEAR ENDED MAY 31, 1997:
Allowance for doubtful accounts....................
Other @sSetS.......ccceevviiieniieeiniieenins

SCHEDULE VIII
VALUATION AND QUALIFYING ACCOUNTS
(IN THOUSANDS)

BALANCE AT CHARGED TO CHARGED TO WRITE-O
BEGINNING COSTSAND OTHER NET O
OF PERIOD EXPENSES ACCOUNTS RECOVER

$ 28,291 $ 12544 $ 3,122 $ 11,
0

$ 28,291 $ 12,544 $ 3,122 $ 11,

$ 32,663 $ 20,527 ($ 1,144) $ 8,

$ 32,663 $ 20,527 ($ 1,144) $ 8,

$ 43372 $ 25542 $ 1,667 $ 13,

$ 43,372 $ 25542 $ 1667 $ 13,

FFS BALANCE AT
F END OF
IES PERIOD



SCHEDULE IX

SHORT-TERM BORROWINGS(1)
(IN THOUSANDS)

WEIGHTED
AVERAGE
MAXIMUM AVERAGE INTEREST
WEIGHTED AMOUNT AMOUNT RATE
BALANCE AT AVERAGE OUTSTANDING OUTSTANDING DURING
END OF INTEREST DURING THE DURING THE THE
PERIOD RATE PERIOD (2) PERIOD (3) PERIOD (3)
FOR THE YEAR ENDED MAY 31, 1995:
Notes payable to banks:
U.S. Operations.........c.ccceveeveveeeiineennns $ 118,609 6.01% $217,212 $ 49,277 6.51%
Non-U.S. Operations...........ccccevveveeeennnn. 278,491 5.05 278,491 157,941 5.16
$ 397,100 $ 495,703 $ 207,218
Interest bearing accounts payable to NIAC(4)....... $ 129,480 6.48% $ 142,483 $ 118,032 6.05%
FOR THE YEAR ENDED MAY 31, 1996:
Notes payable to banks:
U.S. Operations.........ccccccuveeeeiiiiieenennne -- -%  $138,479 $ 64,554 6.36%
Non-U.S. Operations..........ccccevveveeeeennn. 445,064 4.38 481,344 356,822 3.86
$ 445,064 $619,823 $421,376
Interest bearing accounts payable to NIAC.......... $ 237,413 5.80% $ 237,413 $ 186,161 6.00%
FOR THE YEAR ENDED MAY 31, 1997:
Notes payable to banks:
U.S. Operations.........ccccccvveeviveeeiineennns - -%  $158,247 $ 45,592 5.38%
Non-U.S. Operations...........ccccueeeeenennen. 553,153 4.08 553,153 436,567 3.61
$ 553,153 $ 711,400 $482,159
Interest bearing accounts payable to NIAC.......... $ 414,132 6.14% $ 414,132 $ 294,907 5.93%

Notes:
(1) For information pertaining to the general teiwhshort-term borrowings, see Note 4 to the Cddattd Financial Statements.
(2) Represents the maximum amount of short-termoladng outstanding at a month-end during the repeperiod.

(3) The average amount outstanding during the gesicalculated by dividing the total of princigaltstanding at each month-end by 12. The
weighted average interest rate during the periadlisulated by dividing the interest expense ferythar by the average amount outstanding.

(4) NIAC refers to Nissho Iwai American Corporati@nsubsidiary of Nissho lwai Corporation, a Jagarteading company.
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémt¢ee documents listed below, of our report dakede 27, 1997, which appears on Page
18 of this Annual Report on Form 10-K:

1. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-8 (No. 2-81419);

2. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-8 (No. 33-29262);
3. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-3 (No. 33-43205);
4. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-3 (No. 33-48977);
5. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-3 (No. 33-41842);
6. Prospectus constituting part of the NIKE, InegRtration Statement on Form S-8 (No. 33-6399%(]; a
7. Prospectus constituting part of the NIKE, Inegitration Statement on Form S-3 (No. 333-15953).

Price Waterhouse LLP

Portland, Oregon
August 29, 1997

F-3



SIGNATURES

PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 15@f THE SECURITIES EXCHANGE ACT OF 1934, THE
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NIKE, INC.
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EXHIBIT 12.1

NIKE, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

YEAR ENDED MAY 3 1,
1995 1996 1997
(DOLLARS IN THOUSA NDS)

NEtINCOME ..t e $ 399,664 $ 553,190 $ 795,822
INCOME tAXES...ovvviiiiiiieieeeeeeee e 250,200 345,900 499,400

Income before iNnCOMe taxes......cccoovcceeeeees e 649,864 899,090 1,295,222
Add fixed charges

Interest eXpense (A)..cccccvvceeeeeeeeeeeeees e 24,469 40,356 55,108

Interest component of Ieases (B).....c.ccceeeeees s 14,502 17,494 28,036
Total fixed chargesS....cccccccvveeeeeeieee e 38,971 57,850 83,144
Earnings before income taxes and fixed charges (C). ., $ 688,574 $ 956,082 $ 1,375,601
Ratio of earnings to total fixed charges........... . L 17.67 16.53 16.54

(A) Interest expense includes interest both expasd capitalized.
(B) Interest component of leases includes one-thfiredntal expense, which approximates the intar@stponent of operating leases.
(C) Earnings before income taxes and fixed chaisggesclusive of capitalized

interest.



EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT.

NIKE, Inc. has 36 wholl-owned subsidiaries, four of which operate in thrétéd States, and 32 of which operate in foreigmntoes. All of
the subsidiaries, except for Tetra Plastics, lcaxry on the same line of business, namely thegdesiarketing, distribution and sale of
athletic and leisure footwear, apparel, accessaaiws related equipment. Tetra Plastics,

Inc., a Missouri corporation, manufactures andssedrious types of plastic



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE MAY 31, 1997 FORM 10-K AND
IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCHIRANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END MAY 31 1997
PERIOD END MAY 31 1997
CASH 445,42:
SECURITIES 0
RECEIVABLES 1,754,13
ALLOWANCES 57,23:
INVENTORY 1,338,64!
CURRENT ASSET¢ 3,830,911
PP&E 1,425,74
DEPRECIATION 503,37¢
TOTAL ASSETS 5,361,20
CURRENT LIABILITIES 1,866,91
BONDS 296,02(
PREFERRED MANDATORY 0
PREFERREL 30C
COMMON 2,85¢
OTHER SE 3,152,98!
TOTAL LIABILITY AND EQUITY 5,361,20
SALES 9,186,533
TOTAL REVENUES 9,186,533
CGS 5,502,99:
TOTAL COSTS 5,502,99.
OTHER EXPENSE¢ 2,310,43!
LOSS PROVISION 25,54:
INTEREST EXPENSE 52,34:
INCOME PRETAX 1,295,22:
INCOME TAX 499,40(
INCOME CONTINUING 795,82:
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 795,82:
EPS PRIMARY 2.6¢
EPS DILUTED 2.6¢
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