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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
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For the fiscal year ended May 31, 200
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to .
Commission File No. 1-10635
NIKE, Inc.
(Exact name of Registrant as specified in its arart
Oregon 93-0584541
(State or other jurisdiction (IRS Employer
of incorporation) Identification No.)
One Bowerman Drive (503) 67-6453
Beaverton, Oregon 97005-6453 (Registrant’s Telephone Number, Including Area Gode

(Address of principal executive offices) (Zip Cc
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in Part Ill of this Form 10-K or any amendmenthestForm 10-K. M

Indicate by check mark whether the Registiman accelerated filer (as defined in Rule 12i§-the Securities Exchange Act of
1934. YesM NoO

As of November 30, 2004, the aggregate markleie of the Registrant’s Class A Common Stocki gl nonaffiliates of the Registrant
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PART |

ltem 1. Business
General

NIKE, Inc. was incorporated in 1968 under ldngs of the state of Oregon. As used in this refibe terms “we”, “us”, “NIKE” and the
“Company” refer to NIKE, Inc. and its predecessesigsidiaries and affiliates, unless the contedicattes otherwise. Our Internet address is
www.hike.comOn our NIKE Corporate web site, locatedwatw.nikebiz.comye post the following filings as soon as reasongbicticable
after they are electronically filed with or furneshto the Securities and Exchange Commission: muma report on Form 10-K, our quarterly
reports on Form 10-Q, our current reports on Forkhahd any amendments to those reports filed arighed pursuant to Section 13(a) or 15
(d) of the Securities and Exchange Act of 1934.séith filings on our NIKE Corporate web site araitable free of charge. Also available
the NIKE Corporate web site are the charters ottiramittees of our board of directors, as well asawrporate governance guidelines and
code of ethics; copies of any of these documentdwiprovided in print to any shareholder who sitbra request in writing to NIKE Invest
Relations, One Bowerman Drive, Beaverton, Oregdi0976453.

Our principal business activity is the desidevelopment and worldwide marketing of high qudlotwear, apparel, equipment, and
accessory products. NIKE is the largest sellettloetic footwear and athletic apparel in the wolle sell our products to retail accounts,
through NIKE-owned retail stores, and through a ofiindependent distributors and licensees, in 46& countries around the world.
Virtually all of our products are manufactured bgépendent contractors. Virtually all footwear apgarel products are produced outside the
United States, while equipment products are prodibbeeh in the United States and abroad.

Products

NIKE's athletic footwear products are desigipeimarily for specific athletic use, althoughaage percentage of the products are worn for
casual or leisure purposes. We place consideratyédasis on high quality construction and innovatioproducts designed for men, women
and children. Running, cross-training, basketlsaltcer, sport-inspired urban shoes, and childigmes are currently our top-selling product
categories and we expect them to continue to lepiddduct sales in the near future. We also mastkees designed for tennis, golf, baseball,
football, bicycling, volleyball, wrestling, cheedding, aquatic activities, hiking, outdoor actiegtiand other athletic and recreational uses.

We sell sports apparel covering most of theva categories, sports inspired lifestyle appa®lyell as athletic bags and accessory items.
NIKE apparel and accessories are designed to coneplieour athletic footwear products, feature theesrademarks and are sold through
same marketing and distribution channels. We aftarket footwear, apparel and accessories in “ditles” of similar design or for specific
purposes. We also market apparel with license@geland professional team and league logos.

We sell a line of performance equipment urideNIKE® brand name, including golf clubs, spmatls, eyewear, timepieces, electronic
media devices, skates, bats, gloves, and othepmguit designed for sports activities. We also fegreements for licensees to produce and
sell NIKE brand swimwear, cycling apparel, childeealothing, school supplies and eyewear. We addlossnall amounts of various plastic
products to other manufacturers through our whollyred subsidiary, NIKE IHM, Inc.

Our wholly-owned subsidiary Converse Incadguartered in North Andover, Massachusetts, desigd distributes athletic and casual
footwear, apparel and accessories under the Ca@®edhuck Taylor®, All Star®, One Star® and Jackdel® trademarks.

We sell a line of dress and casual footwapparel and accessories for men and women underahd names Cole Haan®, g Series®
Bragano®© through our wholly-owned subsidiary, Gdbean Holdings Incorporated, headquartered in Yatmdyaine.
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Our wholly-owned subsidiary Hurley Internatéd LLC, headquartered in Costa Mesa, Californésighs and distributes a line of action
sports apparel for surfing, skateboarding, and sanding, and youth lifestyle apparel and footwezder the Hurley® brand name.

Our wholly-owned subsidiary, Bauer NIKE HogKac., headquartered in Greenland, New Hampshiemufactures and distributes ice
skates, skate blades, protective gear, hockeyssticknsed apparel and accessories under the ®auner NIKE® brand names. Bauer also
offers a full selection of products for street aaler hockey.

In the fiscal quarter ended August 31, 20@Company formed Exeter Brands Group LLC, a wholiyed subsidiary of the Company,
to develop the Company’s athletic footwear and egldausiness in retail channels for value-conscmrsumers, and to market and license
athletic footwear and apparel under the Startet@®g® and Asphalt® brand names, which we purchasadglthat quarter.

Sales and Marketing
Financial information about geographic anghsent operations appears in Note 17 of the coreselitifinancial statements on page 60.

We experience moderate fluctuations in agapegales volume during the year. Historicallyerases in the first and fourth fiscal quarters
have slightly exceeded those in the second and tjuiarters. However, the mix of product sales nay zonsiderably from time to time as a
result of changes in seasonal and geographic defoapdrticular types of footwear, apparel and pqent.

Because NIKE is a consumer products compeyrelative popularity of various sports and f#eectivities and changing design trends
affect the demand for our products. We must theeefespond to trends and shifts in consumer pneéeeby adjusting the mix of existing
product offerings, developing new products, styed categories, and influencing sports and fitpesterences through aggressive marke
This is a continuing risk. Failure to respond itinaely and adequate manner could have a matenarae effect on our sales and profitabil

United States Market

In fiscal 2005, sales in the United Statasl(iding U.S. sales of Bauer NIKE Hockey, Cole Ha2onverse, Exeter Brands Group, Hurley
and NIKE Golf) accounted for approximately 46 pertoef total revenues, compared to 47 percent oafig004 and 49 percent in fiscal 2003.
We sell to approximately 22,000 retail accountthmUnited States. The NIKE brand domestic retabant base includes a mix of footwear
stores, sporting goods stores, athletic specitdtes, department stores, skate, tennis and goffsstand other retail accounts. During fiscal
year 2005, our three largest customers accounteapforoximately 31 percent of NIKE brand saleshim t/nited States excluding sales fr
NIKE Golf and Bauer NIKE Hockey, and 26 percentaifl sales in the United Stat

We make substantial use of our “futures” ardgprogram, which allows retailers to order fieesix months in advance of delivery with
the commitment that 90 percent of their orders hélldelivered within a set time period at a fixeide In fiscal year 2005, 91 percent of our
U.S. wholesale footwear shipments (excluding B&NI&E Hockey, Cole Haan, Converse, Exeter Brandsu@rélurley and NIKE Golf) wel
made under the futures program, compared to 9@&peiic fiscal 2004 and 91 percent in fiscal 20@03fiscal 2005 and 2004, 71 percent of
U.S. wholesale apparel shipments (excluding Ucgnked team apparel, Bauer NIKE Hockey, Cole Haanyerse, Exeter Brands Group,
Hurley and NIKE Golf) were made under the futuresgpam, compared to 67 percent in 2004 and 2003.
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We utilize 22 NIKE sales offices to solicitlss in the United States. We also utilize 9 indeleat sales representatives to sell specialty
products for golf and outdoor activities. In aduliti we sell NIKE brand products through our int¢mebsite, www.niketown.comand we
operate the following retail outlets in the Unitetates:

U.S. Retail Stores Number
NIKE factory stores (which carry primarily overskoand closeout merchandis 77
NIKE stores (including NIKE Women Store 11
NIKETOWNSs (designed to showcase NIKE produr 12
NIKE employer-only stores 4
Cole Haan, Converse, and Hurley stores (includangory and employee store 80
Total 184

NIKE’s domestic distribution centers for faar are located in Wilsonville, Oregon, and Mersphiennessee. Apparel and equipment
products are shipped from our Memphis, Tennesdgard, Oregon, and Foothill Ranch, California disition centers. Cole Haan and Bauer
NIKE Hockey products are distributed primarily fraBreenland, New Hampshire, Converse products apeeth from Ontario and Fontar
California, and Hurley products are shipped fronst@adesa, California.

International Markets

We sell our products to retail accounts, tigito NIKE-owned retail stores, and through a mixoependent distributors and licensees, in
over 160 countries around the world. Non-U.S. s@ieduding non-U.S. sales of Bauer NIKE Hockey|&€Haan, Converse, Exeter Brands
Group, Hurley and NIKE Golf) accounted for 54 penicef total revenues in fiscal 2005, compared t@&&ent in fiscal 2004 and 51 percent
in fiscal 2003. We estimate that we sell to moentB7,000 retail accounts outside the United Stateduding sales by independent
distributors and licensees. We operate 21 disiahutenters in Europe, Asia, Australia, Latin AnsariAfrica and Canada. In many countries
and regions, including Canada, Asia, some Latin Acae countries, and Europe, we have a futuresrimgi@rogram for retailers similar to
the United States futures program described abdN€E's three largest customers outside of the @& ounted for approximately 12 percent
of non-U.S. sales.

We operate the following retail outlets odésthe United States:

Non-U.S. Retail Stores Number
NIKE factory stores 12¢
NIKE stores and employ-only stores 8
NIKETOWNSs 2
Cole Haan stores (including factory and employeees) 51
Total 19C

International branch offices and subsidiadgEBIKE are located in Argentina, Australia, AuatrBelgium, Brazil, Bulgaria, Canada,
Chile, Croatia, Czech Republic, Denmark, Finlandn€e, Germany, Greece, Hong Kong, Hungary, Indanbglia, Ireland, Israel, Italy,
Japan, Korea, Lebanon, Malaysia, Mexico, New Zehlahe Netherlands, Norway, People’s Republic ah@hThe Philippines, Poland,
Portugal, Russia, Singapore, Slovakia, SloveniaftsAfrica, Spain, Sri Lanka, Sweden, Switzerlahaiwan, Thailand, Turkey, the United
Kingdom and Vietnam.

Significant Customer

Foot Locker Inc., which operates a chainetéit stores specializing in athletic footwear apgarel, accounted for approximately
11 percent of global net sales of NIKE, Inc. durisgal 2005. No other customer accounted for 1@qrg or more of our net sales during
fiscal 2005.
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Orders

Worldwide futures orders for NIKE brand atiddootwear and apparel, scheduled for deliveoyrfrdune through November 2005, were
$6.3 billion compared to $5.7 billion for the sapexiod last year. Based upon historical data, vweeixthat approximately 95 percent of tt
orders will be filled in that time period, althoughme orders may be cancelled. Reported futures®ede not necessarily indicative of our
expectation of revenues for this period. This isduse the mix of orders can shift between advamiceds and at-once orders. In addition,
foreign currency exchange rate fluctuations as aMtiffering levels of order cancellations canseadifferences in the comparisons between
futures orders and actual revenues. Moreover,rafisignt portion of our revenue is not derived fréutures orders, including wholesale sales
of equipment, U.S. licensed team apparel, BauerENH¢ckey, Cole Haan, Converse, Exeter Brands Gridugdey, NIKE Golf, and retalil
sales across all brands.

Product Research and Development

We believe that our research and developmiénits are a key factor in our past and futurecess. Technical innovation in the design of
footwear, apparel, and athletic equipment recedrdginued emphasis as NIKE strives to produce prisdinat help to reduce injury, aid
athletic performance and maximize comfort.

In addition to NIKE’s own staff of speciabsn the areas of biomechanics, exercise physigleggineering, industrial design and related
fields, we also utilize research committees andsadly boards made up of athletes, coaches, traiaguspment managers, orthopedists,
podiatrists and other experts who consult withnos iview designs, materials and concepts for moiduprovement. Employee athletes and
other athletes wear-test and evaluate productagltine design and development process.

Manufacturing

Virtually all of our footwear is produced sige of the United States. In fiscal 2005, contsagdpliers in China, Vietnam, Indonesia and
Thailand manufactured 36 percent, 26 percent, 22péand 15 percent of total NIKE brand footweaspectively. We also have
manufacturing agreements with independent factamidggentina, Brazil, India, Italy, Mexico and SbuAfrica to manufacture footwear for
sale primarily within those countries. Our largeisgle footwear supplier accounted for approximatepercent of total fiscal 2005 footwear
production.

Almost all of NIKE brand apparel producticr sale to the United States market, and all ofagyrarel production for sale to the
international market, was manufactured outsiddeflnited States by independent contract manufstiocated in 38 countries. Most of
this apparel production occurred in Bangladeshn&honduras, India, Indonesia, Malaysia, Mexiakigtan, Sri Lanka, Taiwan, Thailand,
Turkey and Vietnam. Our largest single apparel Beppccounted for approximately 5 percent of téitedal 2005 apparel production.

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

Since 1972, Sojitz Corporation of Americadji& America”) and its predecessor, Nissho lwai&inan Corporation, a subsidiary of
Nissho Iwai Corporation, a large Japanese tradimgpany, have performed significant imf-export financing services for us. During fiscal
2005, Sojitz America provided such financing segsifor nearly all of the NIKE brand products soldside of the United States, Europe,
Middle East, Africa and Japan, excluding produetsipced and sold in the same country. However, less
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than 11 percent of NIKE brand products, excludingdpicts produced and sold in the same country, saceoutside of the United States,
Europe, Middle East, Africa and Japan in fiscal208ny failure of Sojitz America to provide thesengices or any failure of Sojitz America’
banks could disrupt our ability to acquire produdoten our suppliers and to deliver products to customers outside of the United States,
Europe, Middle East, Africa and Japan. Such a ptgyo could result in cancelled orders that wouddeasely affect sales and profitability.
However, we believe that any such disruption wdaddshort term in duration due to the ready avditglif alternative sources of financing
competitive rates. Our current agreements withtSéjmerica expire on May 31, 2008.

International Operations and Trade

Our international operations and sourcesipply are subject to the usual risks of doing bessnabroad, such as possible revaluation of
currencies, export duties, awhiimping duties, quotas, safeguard measures, tegtléctions, restrictions on the transfer of fuadsl, in certail
parts of the world, political instability and terigm. We have not, to date, been materially affibtig any such risk, but cannot predict the
likelihood of such developments occurring. We hadi¢hat we have the ability to develop, over ageenf time, adequate alternative sources
of supply for the products obtained from our présappliers outside of the United States. If eve@névented us from acquiring products fi
our suppliers in a particular country, our opemsigould be temporarily disrupted and we could egpee an adverse financial impact.
However, we believe that we could abate any sustugiion within a period of no more than 12 montrsj that much of the adverse impact
on supply would, therefore, be of a short-term reatWe believe that our principal competitors argject to similar risks.

As a result of the Trade Act of 2003, thetddiStates implemented significant new Federalirements for cargo security, focused on
imports of containerized cargo. We are a signifi¢amporter of containerized cargo. Accordingly, pegticipate actively in appropriate
governmental programs, such as the Customs TratieePship Against Terrorism (“C-TPAT"), to redudsks of possible supply disruptions
caused by U.S. and international cargo securitydages and terrorism.

All of our products manufactured overseasiambrted into the United States, the European baiod other countries are subject to
customs duties collected by customs authoritiest@ns information submitted by us is routinely sgbjto review by customs authorities.
are unable to predict whether additional custonteduanti-dumping duties, quotas, safeguard measor other trade restrictions may be
imposed on the importation of our products in tieife. Such actions could result in increaseserctist of our products generally and might
adversely affect the sales or profitability of NIKIEd the imported footwear and apparel industry a$iole. Accordingly, we are actively
monitoring the developments described below.

Footwear Imports into the European Union

From 1994 through January 1, 2005, the Ewopénion (“EU”) imposed limits (or “quotas”) on tlmport of certain types of footwear
manufactured in China. Footwear designed for usgparnting activities, meeting certain technicatesia and having a CIF (cost, insurance
and freight) price above 9 euros (“Special Techgplathletic Footwear” or “STAF"), was excluded fratime quotas. As a result of the STAF
exclusion, and the amount of quota made availablsst the quotas did not have a material effecwrbusiness. However, as part of China’s
2001 accession to the World Trade Organization ()T China entered into an agreement with the Etl ather WTO members to abide by
a special safeguard arrangement whereby quotad betimposed on any product sourced in China, diictufootwear, if there was a surge
imports from China into another WTO country, antka# legal proceeding it was determined that sgorts were injuring a domestic
producer. Additionally, under longstanding WTO gjlall WTO member countries reserved the rightriipase (1) safeguard measures
(temporary quotas) if it can be demonstrated iegall proceeding that increased imports are injusimgther WTO member’s domestic
industry; and (2) anti-dumping measures if it cardemonstrated in a legal proceeding that impoetdaing sold at an unfair low price in
another WTO member’s home market, and those impagte causing or threatening to cause materiatyirtiuthe domestic industry.
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Accordingly, with the phase-out of the quatashe beginning of 2005, and the expiration séparate EU anti-dumping case in 2003
against footwear made in China, Indonesia, andldmhaj there has been renewed pressure from sortsegidhe EU footwear manufacturing
sector to re-impose some level of trade proteatioimported footwear from China, India, Viethamdanther exporting countries. In mid-
2005 the European Commission, at the request ditinepean domestic footwear industry, initiatedestigations into leather footwear
imported from China and Vietnam. NIKE and all othestjor athletic footwear manufacturers are curyepdrticipating actively as
respondents in this investigation and are takiegptbsition that athletic footwear (i) should notviehin the product scope of this
investigation and (ii) does not meet the legal nexments of injury and price in an anti-dumpingestigation. We believe that our major
competitors stand in much the same position ofnégjarding these potential trade measures.

Expiration of the Textile and Apparel Mul-Fiber Arrangement

Under the WTO, the Multi-Fiber Arrangemenfpar-decade old agreement that allows WTO cousitddmpose quotas on the import of
textile and apparel products, expired on Janua@p@5. This effectively meant that absent somerdtiven of trade restrictions (see China
discussion below) all trade of textile and appareducts between WTO members is free from quotad te end of the 2004 calendar year.
Elimination of textile and apparel quotas is sigraint for NIKE and other textile and apparel conmiparas it provides these companies greatel
flexibility in their global sourcing decisions. &te same time, we are monitoring closely actiongelstile and apparel importing countries to
ensure that they do not unilaterally attempt tompese restrictions through some other legal mesharsuch as safeguards, anti-dumping
measures, or in the case of China (as part ofgheeaent reached in China’s 2001 WTO accessiomudjn the short-term re-imposition of
guotas on certain categories of textile and apgaoelucts in order to protect a domestic markenfrsing Chinese imports.

We are currently monitoring potential restdns by the United States and the European Utioearly 2005 the EU began consultations
with China over imposition of quotas. However, assult of those negotiations, in June of 2005 Hbeand China reached an agreement
which voluntarily limits the amount of apparel puntl China can export to the EU in particular categountil January 1, 2008. NIKE
monitored these negotiations closely, adjusteddtscing and distribution strategy, and as a rethdtagreement has not had a material effect
on our business.

In early 2005 the United States launched igional safeguard measures on several categorigspairel products from China. In May of
2005, the U.S. found that imports from China ota&i@rapparel categories were causing market dismupd the U.S. industry and the United
States reimposed quota on certain apparel catsgdti&E monitored these negotiations closely, ajdists sourcing and distribution
strategy, and as a result, the actions have noamaalterial effect on our business. We believedbatprincipal competitors face the same
risks regarding these trade measures.

Vietnam Imports into the United States

We currently source a portion of our footwaad apparel products from factories in Vietnan2001, the United States Congress and the
Vietnamese National Assembly approved a comprehersiateral trade agreement, which, among othag#h provides reciprocal, non-
discriminatory Normal Trade Relations (“NTR") betvethe U.S. and Vietnam. Following that approva, t).S. granted an annual extension
of NTR to Vietham. The U.S. President must renew ghant annually with the opportunity for revieyw @ongress. In June 2005, President
Bush renewed NTR for Vietnam for an additional yaad we anticipate Congress will support this denisas it has done for the past four
years. We currently believe that, absent unfores@enmstances, the President will continue hisuahextensions of NTR to Vietham a
that Congress will support the President’s decisidime annual extensions on NTR will remain in elantil Vietnam enters the WTO, at
which time the U.S. must grant Vietham permanenRNYietham’s WTO accession negotiations are ongang may conclude as early as
the end of 2005. Ongoing NTR trading status fortivéen will allow us to expand our production and kesing opportunities in Vietnam and
allow for Vietnamese-sourced product to continueriter the United States at NTR tariff rates.
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Competition

The athletic footwear, apparel and equipnirahistry is keenly competitive in the United Stadesl on a worldwide basis. We compete
internationally with an increasing number of atitleind leisure shoe companies, athletic and leiapparel companies, sports equipment
companies, and large companies having diversifiezlof athletic and leisure shoes, apparel angpewant, including Reebok, Adidas and
others. The intense competition and the rapid oesungtechnology and consumer preferences in thikatsafor athletic and leisure footwear
and apparel, and athletic equipment, constituteifségnt risk factors in our operations.

NIKE is the largest seller of athletic fooveand athletic apparel in the world. Performanue reliability of shoes, apparel, and
equipment, new product development, price, prodtlesitity through marketing and promotion, and costo support and service are
important aspects of competition in the athletiotfeear, apparel and equipment industry. To helgketavur products, we contract with
prominent and influential athletes, coaches, teawizges and sports leagues to endorse our beartase our products, and we actively
sponsor sporting events and clinics. We believewlsare competitive in all of these areas.

Trademarks and Patents

We utilize trademarks on nearly all of ouoghucts and believe that having distinctive marlka #ire readily identifiable is an important
factor in creating a market for our goods, in idfgiitg the Company, and in distinguishing our goéasn the goods of others. We consider
our NIKE® and Swoosh Design® trademarks to be anmngnost valuable assets and we have registeese thademarks in over
100 countries. In addition, we own many other tradeks that we utilize in marketing our products. ¥datinue to vigorously protect our
trademarks against infringement.

NIKE has an exclusive, worldwide license taka and sell footwear using patented “Air” techiggloThe process utilizes pressurized gas
encapsulated in polyurethane. Some of the earlyENMR® patents have expired, which may enable cditge to use certain types of
similar technology. Subsequent NIKE AIR patentd wiit expire for several years. We also have hutglod U.S. and foreign patents
covering components, features, and designs usedtious athletic and leisure shoes, apparel angbeent. These patents expire at various
times, and have a remaining duration of from nowattieast 2025, although the duration of patentesdy country. We believe that our
success depends primarily upon skills in desiggeasch and development, production and marketihgrshan upon our patent position.
However, we have followed a policy of filing apgitons for United States and foreign patents oenitions, designs and improvements that
we deem valuable.

Employees

We had approximately 26,000 employees at BIgy)2005. Management considers its relationship aitployees to be excellent. None of
our employees is represented by a union, with xcepion of Bauer NIKE Hockey Inc. Of Bauer NIKE tl@y’s employees, approximately
33 percent, or approximately 157, are covered lmyunion collective bargaining agreements with twpagate bargaining units. The
collective bargaining agreements expire on varitates from 2005 through 2007. There has never heeaterial interruption of operations
due to labor disagreements.

Executive Officers of the Registrant

The executive officers of NIKE as of July 2805 are as follows:

Philip H. Knight,Chairman of the Board — Mr. Knight, 67, a directorce 1968, is a co-founder of NIKE and, exceptlierperiod from
June 1983 through September 1984, served as g&Pn¢ from 1968 to 1990, and from June 2000 toelrdxer 2004. Prior to 1968,
Mr. Knight was a certified public accountant withid® Waterhouse and Coopers & Lybrand and was aist&snt Professor of Business
Administration at Portland State University.
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William D. PerezChief Executive Officer and President — Mr. Pef®z, joined NIKE in December 2004 as CEO and Preside
Immediately prior to joining NIKE, he was Presidanid Chief Executive Officer of S. C. Johnson & Sow., a household consumer
products company in Racine, Wisconsin, a positeméld since 1997. Mr. Perez joined S. C. Johns&@o§, Inc. in 1970, where he held a
number of senior positions in marketing, regionahiaggement, and global management, becoming PrésidéChief Operating Officer of
Worldwide Consumer Products in 1993. Mr. Perezse a director of Kellogg Company, where he senrethe Audit Committee and the
Consumer Marketing Committee.

Donald W. Blair,Vice President and Chief Financial Officer — MraB| 47, joined NIKE in November 1999. Prior torjmig NIKE, he
held a number of financial management positionk Witpsico, Inc., including Vice President, FinantBepsi-Cola Asia, Vice President,
Planning of PepsiCo’s Pizza Hut Division, and Sehiice President, Finance of The Pepsi Bottling@xdnc. Prior to joining Pepsico,
Mr. Blair was a certified public accountant withIbige, Haskins, and Sells.

Thomas E. ClarkeRresident of New Ventures — Dr. Clarke, 54, a doetrom 1994 to 2004, joined NIKE in 1980. He vagspointed
divisional Vice President in charge of marketind 887, elected corporate Vice President in 1988¢mped General Manager in 1990, and
served as President and Chief Operating Officanft®94 to 2000. Dr. Clarke previously held varipasitions with the Company, primarily
in research, design, development and marketingClarke holds a doctorate degree in biomechanics.

Wesley A. Colemaw,ice President, Global Human Resources — Mr. Colerb&, has been employed by NIKE since 2002 irchigsent
role. Prior to joining NIKE, he held a number of iHan Resource positions over a 20-year period with. Sohnson & Son, Inc., including
Vice President HR, North America and Vice Presid¢Rt Asia/ Pacific.

Charles D. DensorRresident of the NIKE Brand — Mr. Denson, 49, hasrbemployed by NIKE since 1979. Mr. Denson heleisd
positions within the Company, including his appoiehts as Director of USA Apparel Sales in 1994isitimal Vice President, US Sales in
1994, divisional Vice President European Sale9®ir1 divisional Vice President and General Manaly&KE Europe in 1998, Vice Preside
and General Manager of NIKE USA in 2000, and Pessiadf the NIKE Brand in 2001.

Gary M. DeStefand?resident of USA Operations — Mr. DeStefano, 48, theen employed by NIKE since 1982, with primary
responsibilities in sales and regional administratMr. DeStefano was appointed Director of DonweStles in 1990, divisional Vice
President in charge of domestic sales in 1992, President of Global Sales in 1996, Vice Presid@t General Manager of Asia Pacific in
1997, and President of USA Operations in 2001.

Trevor EdwardsYice President, Global Brand Management — Mr. Edisad2, joined NIKE in 1992. He was appointed Mérige
Manager, Strategic Accounts, Foot Locker in 199Be®or of Marketing, the Americas in 1995, Diractd Marketing, Europe in 1997, Vice
President, Marketing for Europe, Middle East ando&fin 1999, and Vice President, US Brand Marlgetm2000. Mr. Edwards was
appointed corporate Vice President, Global Branddg@ment in 2002.

Mindy F. Grossmaryice President of Global Apparel — Ms. Grossman,jdined NIKE in 2000. Prior to joining NIKE, sheas
President and Chief Executive Officer of Polo J&aampany/ Ralph Lauren, a division of Jones App@relup, Inc. from 1995 to 2000. Pr
to that, Ms. Grossman was Vice President of Newiri&ss Development at Polo Ralph Lauren Corp. fr@8¥lto 1995, President of The
Warnaco Group Inc. Chaps Ralph Lauren division, &edior Vice President of The Warnaco Group Incn&feear division from 1991 to
1994,

Adam S. Helfantice President, Global Sports Marketing — Mr. Halfa40, joined NIKE in 1995 in the Company’s ledapartment,
and was appointed Director of Business Affairs@wobal Sports Marketing in 1997, Director of Glolsgdorts Marketing in 1998, Director of
US Sports Marketing in 2001, Vice President of U®rd Marketing in 2003, and corporate Vice Prasidélobal Sports Marketing in
August 2004. Prior to joining NIKE, he was in priggractice and an attorney for NHL Enterprises, In
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P. Eunan McLaughlinyice President, Europe, Middle East & Africa — NitcLaughlin, 47, joined NIKE as Director of SaledK&
Europe in 1999, and was appointed Vice Presidenr@ercial Sales and Retail in 2000, Vice Presidasita Pacific in 2001, and Vice
President, Europe, Middle East & Africa in May 20@4ior to joining NIKE, he was Partner and Vice$ldent of Consumer & Retalil
Practices Division, Korn/ Ferry International frd96 to 1999. From 1983 to 1996 Mr. McLaughlin heddious positions with Mars, Inc. in
finance, sales, marketing and general management.

D. Scott OlivetVice President, NIKE Subsidiaries and New Busirizegelopment — Mr. Olivet, 43, joined NIKE in 20(Rrior to
joining NIKE, he was a Senior Vice President of Gaq, responsible for real estate, store desigd,c@nstruction across Gap, Bani
Republic, and Old Navy brands from 1998 to 200iorRo that, Mr. Olivet was employed by Bain & Coany, an international strategic
consulting firm from 1984 to 1998 (a Partner fro893 to 1998).

Mark G. ParkerPresident of the NIKE Brand — Mr. Parker, 49, hasrbemployed by NIKE since 1979 with primary resgoifities in
product research, design and development, marketimjbrand management. Mr. Parker was appointésiatial Vice President in charge
development in 1987, corporate Vice President 891@%eneral Manager in 1993, Vice President of @lélmotwear in 1998, and Presider
the NIKE Brand in 2001.

Eric D. SprunkyVice President, Global Footwear Mr. Sprunk, 41, joined NIKE in 1993. He was appethFinance Director and Gene
Manager of the Americas in 1994, Finance DireddKE Europe in 1995, Regional General Manager, NEKlgope Footwear in 1998, and
Vice President & General Manager of the America®d00. Mr. Sprunk was appointed corporate ViceiBesd, Global Footwear in 2001.
Prior to joining NIKE, Mr. Sprunk was a certifiedlplic accountant with Pricewaterhouse from 1987363.

Lindsay D. Stewartyice President and Chief of Staff, and Secretariyh—Stewart, 58, joined NIKE as Assistant Corpoi@ginsel in
1981. Mr. Stewart became Corporate Counsel in 1983vas appointed Vice President and General Coun$891, and Chief of Staff in
2001. Prior to joining NIKE, Mr. Stewart was in yeaite practice and an attorney for Georgia-PaciigpGration.

Roland P. WolframYice President and General Manager, Asia Pacifisle=—Wolfram, 45, joined NIKE as Vice President,&éygic
Planning in 1998, and was appointed Vice Presidglathal Operations & Technology in 2002, and Coap@ice President, Asia Pacific in
April 2004. Prior to NIKE, Mr. Wolfram was Vice Pielent and General Manager at Pacific Bell Viderriges.

Item 2.  Properties
Following is a summary of principal propestivned or leased by NIKE.

The NIKE World Campus, owned by NIKE and l@chin Beaverton, Oregon, USA, is a 176 acre fgaif 16 buildings which functions
as our world headquarters and is occupied by alG680 employees engaged in management, reseasignddevelopment, marketing,
finance, and other administrative functions fromanheall divisions of the Company. We also leaseass office facilities in the surrounding
metropolitan area. We lease a similar, but smadiéministrative facility in Hilversum, The Nethenlds, which serves as the headquarters for
the Europe, Middle East and Africa Region.

There are three significant distribution @udtomer service facilities for NIKE brand produictshe United States. Two of them are
located in Memphis, Tennessee, one of which ielksand one is located in Wilsonville, Oregon, g owned by us. Cole Haan and Ba
NIKE Hockey also operate a distribution facility@reenland, New Hampshire, which is owned by usalemleased distribution facilities fi
other brands and subsidiaries are located in vaupauts of the country. We also own or lease tistion and customer service facilities in
many parts of the world, the most significant ofiethare the Japan distribution facility locatedlimmisatomachi, Japan, and the Europe
distribution facility located in Laakdal, Belgiurnoth of which we own.
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We manufacture NIKE AIR-SOLE cushioning matksrand components at NIKE IHM, Inc. manufacturiagilities located in Beaverton,
Oregon and St. Charles, Missouri, which are ownedsh

Aside from the principal properties descriladdve, we lease approximately 21 production doffimetside the United States, approxime
100 sales offices and showrooms worldwide, andaprately 75 administrative offices worldwide. Waake approximately 377 retail stores
worldwide, which consist primarily of factory outlstores See “United States Market” and “International Maitk& on pages 3 and 4 of this
report. Our leases expire at various dates through the3@¢.
ltem 3. Legal Proceeding:

There are no material pending legal procegdinther than ordinary routine litigation incidagrtb our business, to which we are a party or
of which any of our property is the subject.
ltem 4.  Submission of Matters to a Vote of Security Hold¢

No matter was submitted during the fourthrtgreof the 2005 fiscal year to a vote of secuniyders, through the solicitation of proxies or
otherwise.
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PART Il

Item 5.  Market for Registran's Common Equity, Related Stockholder Matters anduser Purchases of Equity Securitie

NIKE's Class B Common Stock is listed on the New YodcEExchange and trades under the symbol NKE. BtZ&i, 2005, there wer
19,054 holders of record of our Class B Common St 20 holders of record of our Class A Commarti§tThese figures do not include
beneficial owners who hold shares in nominee ndihe.Class A Common Stock is not publicly tradeddadh share is convertible upon
request of the holder into one share of Class B @omStock.

We refer to the table entitled “Selected @y Financial Data” in Iltem 6, which lists, fdre periods indicated, the range of high and low
closing sales prices on the New York Stock Exchambat table also describes the amount and frequefnall cash dividends declared on
common stock for the 2005 and 2004 fiscal years.

The following table presents a summary ofshlapurchases made by NIKE during the quarteraeivbey 31, 2005 under the four-year
$1.5 billion share repurchase program authorizedusyBoard of Directors and announced in June 2004.

Total Number of Shares Maximum Dollar Value
Average Price Purchased as Part o of Shares that May Yet
Total Number of Paid per Publicly Announced Be Purchased Undel
Period Shares Purchase( Share Plans or Programs the Plans or Programs
(In millions)
March 1- March 31, 200! 1,128,701 $ 85.4¢ 1,128,701 $ 1,000.(
April 1 — April 30, 2005 448,500 $ 77.3¢ 448,50( 965.1
May 1- May 31, 200% 276,30( $ 77.7(C 276,30( 943.¢
Total 1,853,501 $ 82.3¢ 1,853,50!
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ltem 6. Selected Financial Dat:

Year Ended May 31,

Revenue:

Gross margir

Gross margin ¢

Restructuring charge, n

Income before cumulative effect of accounting clee

Cumulative effect of accounting char

Net income

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

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

Average common shares outstanc

Diluted average common shares outstan:

Cash dividends declared per common sl

Cash flow from operatior

Price range of common sto
High
Low

At May 31,

Cash and equivalen

Shor-term investment

Inventories

Working capital

Total asset

Long-term debt

Redeemable Preferred Stc

Shareholder equity

Year-end stock prict

Market capitalizatiot

Financial Ratios:

Return on equit

Return on asse

Inventory turns

Current ratio at May 3

Price/ Earnings ratio at May 31 (Diluted beforeaeatting
change

Financial History

2005 2004 2003 2002 2001
(In millions, except per share data and financial atios)
13,739 $ 12,253.. $ 10,697.( $ 9,893.( $ 9,488.
6,115. 5,251." 4,383. 3,888.: 3,703.¢
44.5% 42.%% 41.(% 39.2% 39.(%
— — — — 0.1
1,211« 945.¢ 740.1 668.: 589.1
— — 266.1 5.C —
1,211« 945.¢ 474.C 663.: 589.1
4.61 3.5¢ 2.8C 2.5C 2.1¢
— — 1.01 0.0z —
4.61 3.5¢ 1.7¢ 2.4¢ 2.1¢
4.4¢ 3.51 2.71 2.4¢ 2.1¢€
— — 1.0C 0.0z —
4.4¢ 3.51 1.77 2.4 2.1¢
262.¢ 263.2 264.F 267.1 270.C
270.5 269.7 267.¢ 272.2 273.C
0.9t 0.74 0.54 0.4¢ 0.4¢
1,570." 1,518.t 922.( 1,082.. 656.5
92.4: 78.5¢€ 57.8¢ 63.9¢ 59.43¢
68.61 49.6( 38.5:¢ 40.81 35.18¢
1,388.. $ 828.C % 634.C % 575t  $ 304.(
436.¢ 400.¢ — — —
1,811.: 1,650.: 1,514.¢ 1,373.¢ 1,424
4,351.¢ 3,498.: 2,766. 2,321t 1,838.¢
8,793.¢ 7,908.7 6,821.: 6,440.( 5,819.¢
687.: 682.2 551.¢ 625.¢ 435.¢
0.2 0.3 0.3 0.2 0.3
5,644.; 4,781, 3,990.° 3,839.( 3,494t
82.2( 71.1¢ 55.9¢ 53.7¢ 41.10(
21,462. 18,724.: 14,758. 14,302.! 11,039.!
23.2% 21.6% 18.9% 18.2% 17.8%
14.5% 12.&% 11.2% 10.€% 10.1%
4.4 4.4 4.4 4.3 4.0
3.2 2.7 2.4 2.3 2.C
18.2 20.2 20.z 21.¢ 19.C
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The Company’s Class B Common Stock is listedhe New York Stock Exchange and trades undesytimdbol NKE. At May 31, 2005,
there were approximately 200,300 shareholders a$<CA and Class B common stock, including benéfiziamers who hold shares in
nominee name.

Selected Quarterly Financial Data

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2005 2004 2005 2004 2005 2004 2005 2004
(Unaudited)
(In millions, except per share data and financial atios)

Revenue: $ 3561.¢ $ 3,024¢ $ 3,148 $ 2,837 $ 3,308. $ 2,904.( $ 3,721« $ 3,487..
Gross margir 1,585.¢ 1,301t 1,388.: 1,199.¢ 1,458.¢ 1,221.¢ 1,682.° 1,528.7
Gross margin ¢ 44.5% 43.(% 44.1% 42.%% 44.1% 42.1% 45.2% 43.8%
Net income 326.¢ 261.2 261.¢ 179.1 273.¢ 200.: 349.t 305.(
Basic earnings per common sh 1.24 0.9¢ 0.9¢ 0.6¢ 1.04 0.7¢ 1.34 1.1€
Diluted earnings per common shi 1.21 0.9¢ 0.97 0.6€ 1.01 0.7¢4 1.3C 1.15
Average common shares outstanc 262.7 262.¢ 263.< 263.< 263.% 263.t 261.1 263.2
Diluted average common shares

outstanding 269.¢ 267.2 271.1 269. 271.7 271.1 268.t 270.¢
Cash dividends declared per common

share 0.2C 0.14 0.2t 0.2C 0.2t 0.2C 0.2t 0.2C
Price range of common sto

High 77.3¢ 57.5( 87.8( 67.4¢ 92.4: 74.6( 88.52 78.5¢€

Low 68.61 49.6( 74.52 55.07 82.6( 63.22 75.1( 65.81

Iltem 7.  Managemen's Discussion and Analysis of Financial Condition drResults of Operation
Overview

NIKE designs, develops and markets high guédiotwear, apparel, equipment and accessory pitsduorldwide. We are the largest se
of athletic footwear and athletic apparel in theld@nd sell our products primarily through a conation of retail accounts, NIKE-owned
retail stores, independent distributors and liceasi the United States and over 160 countriesdwidte. Our goal is to deliver value to our
shareholders by building a profitable portfoliogbbbal footwear, apparel, equipment and accessbrawds. Our strategy for building this
portfolio is focused in four key areas:

 Deepening our relationship with consume

« Delivering superior, innovative products to the kedplace;

« Making our supply chain a competitive advantagmugh operational discipline and excellence;
« Accelerating growth through focused executi

By executing this strategy, we aim to delitrex following long-term financial goals:

« High single digit revenue growt
« Mid-teens earnings per share grov
« Increased return on invested capital and accelbrsh flows; an

« Consistent results through effective managementiofliversified portfolio of businesse
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In fiscal 2005 we met or surpassed thesafimh goals. Our revenues grew 12% to $13.7 biJlimet income grew 28% to $1.2 billion, ¢
we delivered diluted earnings per share of $4.48% increase versus fiscal 2004. The impact &igor currency changes has had a
favorable impact on this year’s consolidated resodtoperations, primarily as a contributor to ¢glnewth in our gross margin percentage. For
fiscal 2005, our consolidated gross margin perggniacreased 160 basis points to 44.5%. Additighale have improved our return on
invested capital, increased free cash flow fronratp@ns and continued to return cash to shareh®ltheough dividends and share
repurchases. Although in any particular quartdismal year we may not meet all of the financiaalgooutlined above, we continue to believe
these are appropriate long-term goals.

Results of Operations

2005 2004 % Change 2003 % Change
Revenue: $ 13,739 $ 12,253. 12% $ 10,697.( 15%
Cost of sale: 7,624 7,001. 9% 6,313.¢ 11%
Gross margir 6,115. 5,251.° 16% 4,383.. 20%
Gross margin 9 44.5% 42.% 41.(%
Selling and administrativ 4,221." 3,702.( 14% 3,154.: 17%
% of Revenue 30.7% 30.2% 29.5%
Income before income taxes and cumulative effect of
accounting chang 1,859.¢ 1,450.( 28% 1,123.( 29%
Income before cumulative effect of accounting clee 1,211.¢ 945.¢ 28% 740.1 28%
Net income 1,211.¢ 945.¢ 28% 474.( 99%
Diluted earnings per sha— before accounting chan 4.4¢ 3.51 28% 2.71 27%
Diluted earnings per sha 4.4¢ 3.51 28% 1.77 98%

Fiscal 2005 Compared to Fiscal 20(
Consolidated Operating Resu

In fiscal 2005, consolidated revenues gre® 12rsus fiscal 2004; three percentage pointsisfgtowth is attributed to changes in
currency exchange rates, primarily the strongeo.dtxcluding the impact of changes in foreign cacse revenue growth in our international
regions contributed 4 percentage points to theaateed revenue growth, as all three of our iraéional regions posted higher revenues.
U.S. Region contributed 3 percentage points ottresolidated revenue growth for fiscal 2005. Sadesur Other businesses operating
segment drove the remainder of the improvemenbo$alidated revenue growth for fiscal 2005. Coneascomponent of the Other
businesses, was acquired at the beginning of tendequarter of fiscal 2004. The comparison ofleykar of results in fiscal 2005 versus a
partial year in fiscal 2004 contributed 1 percertpgint to the consolidated revenue growth. Seat¢hempanyindNotes to Consolidated
Financial Statements (Note — Acquisitionsfor additional information related to the acquisiti

During fiscal 2005, our consolidated grossgirtapercentage improved 160 basis points versiptior year, from 42.9% to 44.5%. The
primary factors contributing to the improved grosargin percentage for fiscal 2005 were as follows:

(1) Higher gross margins in our internationgjio@s, driven primarily by our Europe, Middle Easid Africa (EMEA) Region,
accounted for 90 basis points of the overall maigiprovement in fiscal 2005. This improvement wase&h by changes in
currency hedge rates, primarily the euro, partiaffget by lower in-line pricing margins (net rewenfor current product
offerings minus product costs) and a higher peeggnbf less profitable closeout sales -current
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product offerings), the result of higher footwaad apparel closeout inventories in our EMEA asthARacific regions (as
discussed below

(&) Year-over-year hedge rate improvements imritrd approximately 170 basis points to the fif#5 consolidated gross
margin percentage improveme

We have hedged the majority of product purchasefistal 2006 and a significant portion of those at more favorable rates than product
purchases in fiscal 2005. Based on these hedge rageexpect hedge rates to have a positive imgraotir gross margin percentage during
fiscal 2006 as compared to fiscal 2005, with thesatgr impact occurring during the first half of hear. See the accompanyiNgtes to
Consolidated Financial Statements (Note 16 — Rigkddement and Derivative®r additional information on hedges.

(b) Lower in-line pricing margins in EMEA and iasPacific were due to strategies to improve prodatue in these regions.
In addition, increased levels of closeout saleslawer closeout pricing, the result of the liquidatof higher footwear
and apparel closeout inventories this year, redtieedverall gross margin percentage improvemetitase regions.
Together, these factors resulted in a reductigdhenconsolidated gross margin percentage of alibbtsis points for
fiscal 2005

(2) Higher gross margins in the U.S. Region gbated approximately 30 basis points to the improent in the consolidated gross
margin percentage for fiscal 2005. Fewer, moreifaioie closeouts in footwear drove the improvenpartially offset by
increased sales discounts (the result of incresaled to high volume accounts) and higher prodostiscand air freight incurred
to meet strong footwear demai

(3) Improved gross margin percentages in ouelisinesses represented 30 basis points of irprent for fiscal 2005. The
addition of Converse (acquired in the second quaftéscal 2004) and Exeter Brands Group (formethie first quarter of
fiscal 2005) drove the gross margin percentagedrgment. Both Exeter Brands Group and the intesnatiportion of
Converse’s business operate on a licensing modéthvearries higher gross margins and lower opggatxpenses than the
remainder of our Other business

Fiscal 2005 selling and administrative exgeremprised of demand creation and operating e@aerhgrew 14% versus fiscal 2004. Three
percentage points of the increase for fiscal 208Bevdue to changes in currency exchange ratesnieet of a full fiscal year for Converse
and the formation of Exeter Brands Group addedpameentage point of growth.

Demand creation (advertising and promotiopesse grew 16% to $1,600.7 million in fiscal 200Bree percentage points of the incre
in demand creation were due to changes in currerclfange rates. Excluding the impact of changésr@ign currency rates, the increase in
demand creation spending for the fiscal year wiabatable to higher spending on sports marketimgoesement contracts and events
primarily in the U.S., EMEA and Asia Pacific reg®(b percentage points), higher advertising spendimmarily in the EMEA Region
(3 percentage points), and incremental investnrergtail marketing in the U.S., EMEA and Asia Paciggions (2 percentage points). The
addition of Converse and formation of Exeter BraGadsup contributed 2 percentage points of the dehtagation increase for the year.

Operating overhead for fiscal 2005 was $2@2iillion, a 13% increase over fiscal 2004. Chanigecurrency exchange rates contributed
3 percentage points of the increase. Excludingffeets of foreign currency, operating overheadédases for fiscal 2005 were mainly
attributable to higher personnel costs due to amed headcount, higher wages and benefits ancasenténcentive-based compensation for
employees (4 percentage points), investments imgingemarkets (such as China, India and our CeRuabpe, Middle East and Africa unit)
and our Other businesses (3 percentage pointsgased costs due to sales and leadership evemgsg@ntage points) and investments in
NIKE-owned retail stores (1 percentage point).
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The most significant component of other exggemet, of $29.1 million for fiscal 2005 was fgreicurrency hedge losses. These losses are
reflected in the Corporate line in our segmentgmégion of pre-tax income in the accompanyiales to Consolidated Financial Statements
(Note 17 — Operating Segments and Related Infoomafihe hedge losses reflect that the euro has stremgthsince we entered into these
hedge contracts. In fiscal 2004, foreign currenegide losses were also the most significant compafarther expense, net, of $74.7 million.
The year-over-year improvement in other expendse foiefiscal 2005 was mainly due to lower foreigmrrency hedge losses and lower net
losses on asset disposals compared to those redorfiscal 2004.

In 2005, net foreign currency losses in othgrense, net, were more than offset by favorablestation of foreign currency denominated
profits, most significantly in EMEA. Our estimatéthe combined impact of lower foreign currency eersion losses and the favorable
translation of foreign-currency denominated prafita $95 million addition to consolidated incormefdre income taxes compared to the prior
year. If current exchange rates remain constantjaveot expect a significant impact on our consdéd income before income taxes rel:
to foreign currency gains or losses and the offsgtranslation for fiscal 2006 as compared todi005.

Our effective tax rate for fiscal 2005 was®4, which is slightly higher than the fiscal 20@4e of 34.8% primarily due to decreases in
tax credits partially offset by lower taxes on fgreearnings in fiscal 2005.

During the fourth quarter of fiscal 2005 wexdied to repatriate $500 million of foreign eagsrmuring fiscal 2006 under the American
Jobs Creation Act (the “Act), which was signed itate by the President on October 22, 2004. Thecheates a temporary incentive for
U.S. multinational corporations to repatriate acalated income earned outside the U.S. by providin5% dividend received deduction
certain dividends from controlled foreign corpooas. We elected to repatriate a combination ofiforearnings for which U.S. taxes had
previously been provided and foreign earnings tiaat been designated as permanently reinvestedrdingty, the provisions made did not
have a material impact on our income tax expenseipeffective tax rate for the year.

Worldwide futures and advance orders forviaar and apparel scheduled for delivery from Janaugh November 2005 were 9.5%
higher than such orders reported for the compardried of fiscal 2004. Approximately 1 point ofghlieported increase was due to changes
in currency exchange rates versus the same pasvgéar. Excluding this currency impact, sliglitigher average selling prices for both
footwear and apparel contributed 1 point of theaghoin overall futures and advance orders. The neimgincrease was due to volume
increases for both footwear and apparel. As alwidngsteported futures orders growth is not necégsadicative of our expectation of
revenue growth during this period. This is becahsamix of orders can shift between advance/futaresat-once orders. In addition, foreign
currency exchange rate fluctuations as well agdifg levels of order cancellations can cause miffees in the comparisons between futures
orders and actual revenues. Moreover, a signifipartton of our revenue is not derived from futuoeders, including wholesale sales of
equipment, U.S. licensed team apparel, Bauer NIl9EKdy, Cole Haan, Converse, Exeter Brands GroudeiAUNIKE Golf and retail sales
across all brands.
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Operating Segmen

The breakdown of revenues follows:

FY05 vs FY04 vs
FY04 FY03
Fiscal 2005 Fiscal 2004* % CHG Fiscal 2003* % CHG
(Dollars in millions)
U.S. Regior
Footweal $ 3,358.: $ 3,070.¢ 9% $ 3,019.! 2%
Apparel 1,457." 1,433.t 2% 1,351.( 6%
Equipment 313.¢ 277.¢ 13% 266.¢ 4%
Total U.S. 5,129.: 4,781.¢ 7% 4,637.¢ 3%
EMEA Region
Footweal 2,500.( 2,232.. 12% 1,896.( 18%
Apparel 1,497.: 1,333.¢ 12% 1,133.: 18%
Equipment 284.k 261.7 9% 192.¢ 36%
Total EMEA 4,281.¢ 3,827." 12% 3,221. 19%
Asia Pacific Regiol
Footweal 962.¢ 855.% 13% 730.¢ 17%
Apparel 755.F 612.: 23% 497.¢ 23%
Equipment 178.¢ 143.2 25% 112.2 28%
Total Asia Pacific 1,897.: 1,610.¢ 18% 1,340.¢ 20%
Americas Regiol
Footweat 478.¢ 408.2 17% 334.¢ 22%
Apparel 169.1 159.t 6% 143.% 11%
Equipment 48.1 36.¢ 31% 31.1 18%
Total Americas 695.¢ 604.5 15% 509.] 19%
12,004.( 10,824. 11% 9,708.¢ 11%
Other 1,735." 1,428.: 22% 988.< 45%
Total Revenue $ 13,739. $ 12,253.. 12% $ 10,697.( 15%

* Certain prior year amounts have been reclassifiabihform to fiscal year 2005 presentati

The discussion following includes disclosafépre-tax income” for our operating segments. Méwe reported pre-tax income for each of
our operating segments in accordance with Stateofdfinancial Accounting Standard No. 13Djsclosures about Segments of an Enter|
and Related Information.” As discussedNate 17 — Operating Segments and Related Informatithe accompanyinblotes to
Consolidated Financial Statementgrtain corporate costs are not included in prafte@ame of our operating segments.

For EMEA, changes in foreign currency exclergjes accounted for 7 percentage points of {arted revenue growth in fiscal 2005.
Excluding the effects of foreign currency, EMEA Regrevenues grew 5 percent as each product bssimés(footwear, apparel and
equipment) experienced growth. The following anislgxcludes the impact of changes in foreign cuyeihe increase over the prior year
was primarily driven by increased unit sales oftfazar, apparel and equipment partially offset bglides in the average prices in each of the
business units. Although apparel and equipmentiegsiunits experienced growth for fiscal 2005, mees fell slightly in the fourth quarter
primarily due to comparisons to very strong satethe prior year’s fourth quarter related to th@2&uropean Football Championships. For
fiscal 2005, sales increases in the emerging maikeaiur Central Europe, Middle East and Africatualiong with sales increases in the UK
and ltaly, drove the growth. These increases wartglly offset by lower sales in France, Germang &lorthern Europe.
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For the EMEA Region, futures orders schedtdedlelivery from June through November 2005 wepercentage points higher than such
orders received for the comparable period of fi2€fl4. Changes in currency exchange rates corgdiipercentage points of this growth.
Excluding the changes in currency exchange rateggiiowth was driven by an increase in the regitwoswear and apparel unit orders and
increases in apparel’s average price. These inesemsre partially offset by a decrease in the régitbotwear average price per pair, parti
due to strategies to improve the product value.

EMEA pre-tax income for fiscal 2005 was $%Lillion, up 23% versus the prior year. Highererewes and gross margin improvements
drove the increase, more than offsetting increasdliothg and administrative costs. The improved girosirgins, which contributed 90 basis
points of growth to the consolidated gross margircentage, were primarily the result of improvedryever-year hedge rates partially offset
by reduced in-line pricing margins and higher, legsitable closeout sales.

In the Asia Pacific Region, 4 percentage tsoirf reported revenue growth for the fiscal yearawdue to changes in currency exchange
rates. The following analysis excludes the impdadhanges in foreign currency. Sales in each Aagfle product business unit grew versus
fiscal 2004 with the growth primarily due to undlume; average price per unit increased slightignicant revenue increases in China
(driven by expansion of retail distribution andosig consumer demand) and increases in every abiatry in the region except Australia ¢
New Zealand were the key growth drivers for fis2@0d5.

For the Asia Pacific Region, futures ordexsesluled for delivery from June through Novembed®@ere 11 percentage points higher
than such orders received for the comparable pefididcal 2004. Changes in currency exchange i@agibuted 2 percentage points of this
growth. Excluding the changes in currency exchaatgs, the growth was driven by an increase ingg®n’s footwear and apparel unit
orders. These increases were partially offset dgciease in the region’s average selling pricaupgrfor footwear and apparel.

Pre-tax income for the Asia Pacific Regiocr@ased 13% versus fiscal 2004 to $399.8 milliaghEr revenues were partially offset by a
lower gross margin percentage and increased sellidgadministrative costs. The reduced gross mamgicentage, which had a minimal
negative impact on the net overall consolidatedgroargin percentage change, was primarily atafidatto less profitable closeout sales and
reduced in-line pricing margins due to strategiesrtprove the product value, partially offset bytbeyear-over-year currency hedge rates.

In the Americas Region, 1 percentage poirthefrevenue growth for fiscal 2005 was due to gkann currency exchange rates. Exclu
the effects of changes in foreign currency, salesach Americas product business unit grew in fi2885. The revenue growth was driven
primarily by higher sales in Central and South Aiceerpartially offset by lower sales in Canada.

In fiscal 2005, pre-tax income for the AmasdRegion increased 21% from the prior year, t&/$linillion. The increase in pre-tax
income was attributable to higher revenues andngmaved gross margin percentage, partially offgetigher selling and administrative
costs. The improved gross margin percentage hadienal impact on the consolidated gross margin @etage improvement.

In the U.S. Region, revenues for fiscal 2088w~ 7% versus fiscal 2004, as revenues increaseddh product business unit. The increase
in footwear revenue was due to a 5 percentage puairgase in unit sales and a 4 percentage pargase in the average price per pair. The
increases in unit sales and the average pricegieape due to increased consumer demand for peaface products, especially those with a
suggested retail price over $100.

The increase in apparel sales for fiscal 2085 driven by volume increases in branded appaaetially offset by a decline in revenue
from sales of licensed apparel. The decline inmeedrom licensed apparel was due to the expiratfaur license agreement with the NBA,
in the second quarter of fiscal 2005, and a shiftdnsumer preference towards branded appareth&dirst quarter and into the second
quarter of fiscal 2006, we expect revenues gengtatdicensed apparel to be below the prior yeaglledue to the expiration of the
agreement with the NBA.
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For the U.S. Region, futures orders schedidedelivery from June through November 2005 iased 9 percentage points versus the
same period of the prior year. Futures orders as&d due to unit growth for both footwear and aglpamd higher average price per pair for
footwear. As discussed above, these reported &idoenot cover all components of our overall reesnguch as U.S. licensed apparel
(expected to decrease as noted above), equipnesegoats, abnce orders and retail sales. As a result, revgnueth for the U.S. Region fi
the first quarter of fiscal 2006 is expected tdb&w the reported futures growth.

For fiscal 2005, pre-tax income for the UR&gion was $1,125.8 million, a 12% increase vefiseal 2004. Higher revenues and
improved gross margin percentage drove the incr@asee than offsetting higher selling and admiiigte costs. The improved gross margin
percentage contributed 30 basis points of growthecconsolidated gross margin percentage growdhneas primarily the result of fewer,
more profitable closeouts partially offset by iresed discounts and higher product costs and &hfreacurred to meet strong footwear
demand.

Revenues and pre-tax income for our Otheinkases in fiscal 2005 include results from Bauk¢ENHockey Inc., Cole Haan Holdings
Incorporated, Converse Inc., Hurley InternationaCl NIKE Golf and Exeter Brands Group LLC. ExeteaBds Group LLC is a wholly
owned subsidiary of NIKE, Inc., formed in the ficgtarter of fiscal 2005 to develop the Company’sitess in retail channels serving value-
conscious consumers and to operate the businegs@thin the acquisition of Official Starter Projes LLC and Official Starter LLC
(collectively “Official Starter”). For fiscal 200%he addition of Converse, acquired in the secaraitgr of fiscal 2004, and the formation of
Exeter Brands Group together drove 12 percentamspof the Other business revenue increase of @286 fiscal 2004. The remainder of
increase was driven by revenue growth at Cole HEH(E Golf and Hurley.

Pre-tax income from the Other businessesorgat to $153.9 million in fiscal 2005, versus in@of $75.3 million in fiscal 2004. The
yeal-over-year improvement was driven by the additib@onverse, improved results from Cole Haan andeBand the formation of the
Exeter Brands Group.

Fiscal 2004 Compared to Fiscal 20(
Consolidated Operating Resu

In fiscal 2004, consolidated revenues gre® 1&rsus fiscal 2003; seven percentage pointsi®fjlowth were due to changes in currency
exchange rates, primarily the stronger euro. Exotythe impact of changes in foreign currency, nesegrowth in our international regions
contributed 3 percentage points to the consolidegeenue growth and all three of our internatiorgions posted higher revenues, with our
Asia Pacific Region making the largest contributi@onverse, which was acquired at the beginninh@tecond quarter of fiscal 2004,
contributed 2 percentage points of consolidatedmae growth. Improved sales in the U.S. Regioniacigases in our Other businesses d
the balance of the consolidated revenue growth.

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

(1) Changes in hedge rates, primarily the engaresented 70 basis points of improvement foafi2004. The positive impact of
hedge rates on the fiscal 2004 gross margin pexgentvas most significant in the fourth quarter tdébating 140 basis points
of the yea-over-year quarterly improvemer

(2) Higher in-line pricing margins drove appnmétely 70 basis points of the improvement in thesodidated gross margin
percentage for fiscal 2004. This was primarilyibtttable to improved footwear margins as a redulbwer product costs due
manufacturing efficiencies, reduced materials caatslower air freight

(3) Improved profitability on wholesale close@ales, primarily in the U.S. and EMEA regions tluénproved closeout pricing
margins, partially offset by increased obsolescenmserves due to a less favorable mix of produngieing in closeout
inventory. These factol
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represented approximately 10 basis points of thrarement in the consolidated gross margin pergerfiar fiscal 2004

(4) Most of the remaining increase was due forovied gross margin percentages for NIKE-ownedlrgtares in the U.S. and
EMEA regions, which contributed approximately 3@isgoints of the improvement in consolidated graasgins for fiscal
2004.

Fiscal 2004 selling and administrative exgegiew 17% versus fiscal 2003. Demand creationresggrew 18% to $1,377.9 million in
fiscal 2004. Seven percentage points of the ineresademand creation were due to changes in currexchange rates. Excluding the impact
of changes in foreign currency rates, the incréasemand creation spending for the fiscal year ataghutable to higher spending on
endorsement contracts in the U.S., primarily bdsde{3 percentage point impact), incremental itwest in retail marketing in the U.S.,
EMEA and Asia Pacific regions (3 percentage pamact), and higher advertising spending in the Rsiaific region (1 percentage point
impact). The addition of Converse contributed Zpatage points of the demand creation increasinéoyear.

Operating overhead for fiscal 2004 was $2,B2dillion, a 17% increase over fiscal 2003. Cuecseaxchange rates contributed
5 percentage points of the increase. The additi@oaverse accounted for 2 percentage points ofiiraOther key factors driving the
increase in operating overhead for the fiscal yezne: (a) increased incentive-based compensatioeniployees (3 percentage points); and
(b) increased costs to support the growth of ol¢ENGolf, Cole Haan, Bauer NIKE Hockey and Hurleysimesses (2 percentage points). The
remaining increase, about 5 percentage pointsijrigaply attributable to normal wage increases soohe added infrastructure necessary to
support global business growth, including costatesl to our worldwide supply chain initiative ardtidional factory outlet stores in the
EMEA Region.

Other expense, net, was $74.7 million fazdl2004 compared to $77.5 million in fiscal 2008both years, the most significant
component of other expense, net, was foreign coyrerdge losses. The hedge losses reflect thattiwestrengthened considerably since we
entered into these hedge contracts. Also includexdhier expense, net, for fiscal 2004 was an iseré@@anet losses on asset disposals,
including a loss of $5.3 million on land giftedttte NIKE Foundation in the first quarter.

In 2004, net foreign currency losses in othgrense, net, were more than offset by favorabtestation of foreign currency denominated
profits, most significantly in EMEA. Our estimatétbe net impact of these losses and the favoradteslation is a $157 million addition to
consolidated income before income taxes compar#uetprior year.

Our effective tax rate for fiscal 2004 was&4, which is higher than the fiscal 2003 rate 4136 as a result of a higher tax provision on
foreign earnings in fiscal 2004.

Included in net income for fiscal 2003 wak286.1 million charge for the cumulative effecimoplementing Statement of Financial
Accounting Standard (SFAS) No. 142, “Goodwill anth€ Intangible Assets,” (FAS 142). This chargated to the impairment of goodwill
and trademarks associated with Bauer NIKE Hockeltha goodwill of Cole Haan, reflecting that thé faalues we estimated for these as
were less than the carrying values. See the acanyimgaNotes to Consolidated Financial Statements (Note Wentifiable Intangible Assets
and Goodwill)for further information.

Operating Segmen

For EMEA, changes in foreign currency exclergjes accounted for 17 percentage points ofetharted increase in revenues in fiscal
2004. The remaining increase over the prior yea pvamarily driven by NIKE-owned retail (due to thddition of new stores in fiscal 2004)
and increased footwear volume (led by soccer prgjluExcluding the impact of currency exchange nosets, sales in each EMEA busin
unit grew versus fiscal 2003.

EMEA pre-tax income for fiscal 2004 was $dillion, up 43% versus the prior year. Higheraeues and gross margin improvements
drove the increase, more than offsetting incremesetéing and
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administrative costs. The improved gross marginewemarily the result of improved year-over-ybadge rates and higher in-line and
closeout pricing margins.

In the Asia Pacific Region, fiscal 2004 rewes increased 20% year-over-year. Eight percemaig¢s of growth for the fiscal year were
due to changes in currency exchange rates. Exgutlamimpact of currency exchange movements, sakach Asia Pacific business unit
grew versus fiscal 2003. The region’s revenue gnomds primarily due to unit volume increases, witinificant revenue growth in China
(driven by expansion of retail distribution andosig consumer demand) and Japan (driven by stramguozer demand).

Pre-tax income for the Asia Pacific Regiocr@ased to $352.3 million in fiscal 2004, up 22%sus fiscal 2003. Higher revenues and
gross margin improvements drove the increase, thare offsetting incremental selling and administeatosts. The higher gross margins
were primarily attributable to higher Ime pricing margins and the benefit of better heedates on product purchases, partially offseblyel
profitability of closeouts.

In the Americas Region, revenues increasé&d d@mpared to fiscal 2003, with 8 percentage pafthe growth due to changes in
currency exchange rates. Excluding the curren@cesf the revenue growth was driven primarily greger consumer demand in South
America and sales in each Americas business umit gersus fiscal 2003.

In fiscal 2004, pre-tax income for the Amasgdregion increased 6% from the prior year, to4#llion. The increase in pre-tax income
was attributable to changes in currency exchangs sdightly offset by reduced gross margins agthér selling and administrative costs.
Gross margins fell due to lower in-line pricing miais as well as weaker currency exchange ratesixidd.

In the U.S. Region, revenues for fiscal 2062w 3% versus fiscal 2003, as revenues increasedch business unit. The increase in
apparel sales was primarily driven by growth inrsperformance product and increased consumer detfioaeam licensed apparel prima
in the first half of fiscal 2004.

The increase in footwear revenue was du@ io@ease in average wholesale selling price pgrgmnd increased sales in NIKE-owned
retail stores, partially offset by a slight declinevholesale unit sales. The increase in averdgsegale selling price per pair was partially
due to a larger percentage of sales of productsaviiuggested retail price over $100. The sligblinkein U.S. footwear wholesale unit sales
was largely due to changes in distribution to seeatail customers. For the first half of the yesales to our largest customer, Foot Locker,
were lower as a result of changes to our distrilbusitrategy implemented in fiscal 2002 and 2003lexthe decline in first half sales resulted
in slightly lower sales for the full year, our yearer-year sales to Foot Locker grew in the sedwiflof fiscal 2004. In addition, fiscal 2004
sales declined for another large customer, Footstasich declared bankruptcy in March 2004. Thesdeeclines for Foot Locker and Footstar
were partially offset by increased sales to otleepants.

For fiscal 2004, pre-tax income for the UR&gion was $1,007.3 million, a 6% increase vermesif 2003. Higher revenues and gross
margins drove the increase, more than offsettigbdri selling and administrative costs. The improgexss margins were primarily the result
of higher in-line and closeout pricing margins axganded retail margins.

Revenues for Other businesses grew 45%¢aalfZ004 compared to fiscal 2003; the addition ofigrse contributed 23 percentage pc
of the increase. The remainder of the increasedwado revenue growth at NIKE Golf, Cole Haan, ldyrand Bauer NIKE Hockey.

Pre-tax income for Other businesses impraoekl’5.3 million in fiscal 2004, versus income @f$million in fiscal 2003. The addition of
Converse, combined with improved results from NI&&lf and Cole Haan, drove the year-over-year imenosnt.
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Liquidity and Capital Resources
Fiscal 2005 Cash Flow Activit

Cash provided by operations was $1.6 billiofiscal 2005, compared to $1.5 billion in fis@804. Our primary source of operating cash
flow was net income of $1.2 billion. In fiscal 2Q@&sh provided by operations was not significaatfgcted by the net change in working
capital. In fiscal 2004, a net decrease in worliapital provided $193.2 million in cash flow primaidue to improved cash management of
our accounts receivable and timing of inventoryeigts and vendor payments.

Cash used by investing activities duringdls2005 was $360.4 million, compared to $950.6iarilinvested during fiscal 2004. The most
significant uses of cash for investing activitiegiscal 2005 were net additions to property, pkamd equipment of $250 million, and a net
increase in short-term investments (purchasesafigrtiffset by the maturities). The additions toperty, plant and equipment reflect capital
expenditures on computer equipment and softwarsufport both normal business operations and qplgehain systems upgrade), and
continued investment in NIKE-owned retail storese Tmprovement over the prior year was primarilg do lower net purchases of short-
term investments and lower costs associated wittadquisition of subsidiaries.

In fiscal 2005 and since inception of ourreat share repurchase program, we purchased apmatety 6.9 million shares of NIKE's
Class B common stock for $556.2 million. The shamurchases were part of a four-year $1.5 billivars repurchase program that was
approved by the Board of Directors in June 2004.e¥fmect to continue to fund this program from ofiegacash flow. The timing and the
ultimate amount of shares purchased under the gnogyill be dictated by our capital needs and stoekket conditions.

Dividends declared per share of common stockscal 2005 were $0.95, compared to $0.743ndl 2004. We have paid a dividend
every quarter since February 1984. Our currentéivil policy is to provide an annual dividend eqa&0% to 30% of the trailing twelve-
months’ earnings per share paid out on a quarbadys. We review our dividend policy from time itm¢, and based upon current projected
earnings and cash flow requirements we anticipaiéirruing to pay a quarterly dividend in the foreeigle future.

Contractual Obligations

Our long-term contractual obligations as afyM81, 2005 are as follows:

Cash Payments Due During the Year Ended May 31,

Description of Commitment 2006 2007 2008 2009 2010 Thereafter Total
(In millions)
Operating Lease $ 186.7 $157.¢ $135.0 $112¢ $ 978 % 556.2 $ 1,246.¢
Long-term Debt 6.2 256.2 31.2 6.2 31.2 353.t 684.t
Endorsement Contracts( 400.: 405.( 276.¢ 182.: 102.¢ 317.¢ 1,685.(
Product Purchase Obligations 1,858.: 2.8 — — — — 1,861.(
Other(3) 250.f 75.€ 26.1 25.5 2.1 1.3 381.
Total $ 2,701.¢ $897.f  $469.f $326.¢ $234.C $ 1,228." $ 5,858.!

(1) The amounts listed for endorsement contragiseisent approximate amounts of base compensatibmamimum guaranteed royalty
fees we are obligated to pay athlete and sport txadorsers of our products. Actual payments unal@escontracts may be higher than
the amounts listed as these contracts providedpuges to be paid to the endorsers based upoti@ddbievements and/or royalties on
product sales in future periods. Actual paymentenisome contracts may also be lower as theseamtsinclude provisions for
reduced payments if athletic performance declindature periods

In addition to the cash payments, we are abdig to furnish the endorsers with NIKE productstii@ir use. It is not possible to
determine how much we will spend on this productnrannual basis as the contracts do not stipalagecific amount of cash to be
spent on the product. The amount of proc
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provided to the endorsers will depend on many fadtecluding general playing conditions, the numdsesporting events in which they
participate, and our own decisions regarding prbdad marketing initiatives. In addition, the castglesign, develop, source, and
purchase the products furnished to the endorsermeurred over a period of time and are not necégdracked separately from similar
costs incurred for products sold to custom

(2) We generally order product four to five monithadvance of sale based primarily on advanceddstorders received from customers.
The amounts listed for product purchase obligatiepsesent agreements (including open purchases)rdepurchase products in the
ordinary course of business, that are enforceatdldegally binding and that specify all significaatms. In some cases, prices are
subject to change throughout the production procdss reported amounts exclude product purchabdities included in accounts
payable on the Consolidated Balance St

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

Excluded from the table above is a commitnterain outsourcing contractor that provides us witbrmation technology operations
management services through fiscal 2006. The anafithe payments in future years depends on o levmonthly use of the different
elements of the contractor’s services. If we wertetminate the entire contract as of May 31, 20@5would be required to provide the
contractor with four months’ notice and pay a teration fee of $13.4 million. Our monthly paymerdshe contractor currently approximate
$7 million. Subsequent to May 31, 2005, we extertiesicontract through fiscal 2008 with substahtitie same terms as noted above;
however, the termination fee increased to approtelp&19 million upon execution of the renewed caat and our estimated monthly
payments decreased to approximately $6 million.

We also have the following outstanding shiertn debt obligations as of May 31, 2005. Pleafs te the accompanyingotes to
Consolidated Financial Statements (Note 6 — SlerriBorrowings and Credit Line®)r further description and interest rates relatethe
short-term debt obligations listed below.

Outstanding as of

May 31, 2005
(In millions)
Notes payable, due at mutually agi-upon dates, generally ninety days from issuan@natemanc $ 69.¢
Payable to Sojitz Corporation of America (Sojitz Amca) for the purchase of inventories, generalig d
sixty days after shipment of goods from a foreignt $ 53.1

As of May 31, 2005, letters of credit of $3bHillion were outstanding, primarily for the phese of inventory. All letters of credit
generally expire within one year.

Capital Resource

In October 2001, we filed a shelf registratatatement with the Securities and Exchange Cosiomg“SEC”) under which $1 billion in
debt securities may be issued. In May 2002, we centexd a medium-term note program under the stgaftration that allows us to issue up
to $500 million in medium-term notes, as our cdpiteds dictate. We entered into this program ¢wige additional liquidity to meet our
working capital and general corporate cash requeresi During fiscal 2005, there were no medium-teates issued under the program. In
previous years $240.0 million in medium-term natese issued under the program. Currently, $760anilemains available to be issued
under the shelf registration. We may issue addiliootes under the shelf registration in fiscal@@@pending on general corporate needs.

As of May 31, 2005, we had a multi-year $n&i0ion revolving credit facility in place with argup of banks, and we currently have no
amounts outstanding under the facility. The magutate is November 20,
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2008 and the facility can be extended for one @it year on the anniversary date. Based on auegulong-term senior unsecured debt
ratings of A+ and A2 from Standard and Poor’s Cosion and Moody'’s Investor Services, respectividig, interest rate charged on any
outstanding borrowings would be the prevailing LB@lus 0.18%. The facility fee is 0.07% of the t@@mmitment.

If our longterm debt rating were to decline, the facility fael interest rate under our committed credit fgciliould increase. Converse
if our long-term debt rating were to improve, theifity fee and interest rate would decrease. Cearg our long-term debt rating would not
trigger acceleration of maturity of any then outsliag borrowings or any future borrowings under¢benmitted credit facilities. Under this
committed credit facility, we have agreed to vas@ovenants. These covenants include limits ordmposal of fixed assets and the amount
of debt secured by liens we may incur, and setranmim capitalization ratio. In the event we werd&ye any borrowings outstanding under
this facility, failed to meet any covenant, and &vanable to obtain a waiver from a majority of li@enks, any borrowings would become
immediately due and payable. As of May 31, 2005weee in full compliance with each of these coveaamd believe it is unlikely we will
fail to meet any of these covenants in the fordsedature.

Liquidity is also provided by our commergiper program, under which there was no amountamgihg at May 31, 2005 or May 31,
2004. We currently have short-term debt ratingdbfand P1 from Standard and Poor’s CorporationMaddy’s Investor Services,
respectively.

We currently believe that cash generatedgarations, together with access to external sowtasds as described above, will be
sufficient to meet our operating and capital ndadke foreseeable future.

Recently Issued Accounting Standards

In November 2004, the Financial Accountingrtsfards Board (FASB) issued Statement of Finak@abunting Standards
(SFAS) No. 151, “Inventory Costs, an amendment BBANo. 43, Chapter 4” (FAS 151). FAS 151 clarifieat abnormal inventory costs
such as costs of idle facilities, excess freiglt Bandling costs, and wasted materials (spoilage)eguired to be recognized as current pe
charges. The provisions of SFAS No. 151 are effedtr our fiscal year beginning June 1, 2006. \Mecairrently evaluating the provisions
FAS 151 and do not expect that the adoption wieha material impact on our consolidated finangaition or results of operations.

On December 16, 2004, the FASB finalized SIS 123R “Share Based Payment,” (FAS 123R) whaéter the Securities and
Exchange Commission (SEC) amended the compliartes da April 15, 2005, will be effective for ousdial year beginning June 1, 2006.
The new standard will require us to record compmsa&xpense for stock options using a fair valethad. On March 29, 2005, the SEC
issued Staff Accounting Bulletin No. 107 (SAB 10&hich provides the Staff's views regarding intei@ts between FAS 123R and certain
SEC rules and regulations and provides interpaetatof the valuation of share-based payments folipaompanies.

We are currently evaluating FAS 123R and S8B to determine the fair value method to measongpensation expense, the appropriate
assumptions to include in the fair value model tirédtransition method to use upon adoption. Theathpf the adoption of FAS 123R is not
known at this time due to these factors as wethasinknown level of share-based payments grantédure years. The effect on our results
of operations of expensing stock options usingRlaek-Scholes model is presented in the accompgnyates to Consolidated Financial
Statements (Note 1 — Significant Accounting Pdljcie

Under certain conditions, stock options gedrity the Company are eligible for acceleratedinvgstpon the retirement of the employee.
The FASB clarified in FAS 123R that the fair valfesuch stock options should be expensed based anaelerated vesting schedule or
immediately, rather than ratably over the vestiagqu stated in the grant. Our pro forma disclosungently reflects the expense of such
options ratably over the stated vesting periodeesmg all unvested shares upon actual retireriért SEC has recently clarified that
companies should continue to follow the vestinghradtthey have been using until adoption of FAS 12BBn apply the accelerated vesting
schedule to all subsequent grants to those emamlagble for accelerated vesting upon retiremelaid we been accounting for such stock
options
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using the accelerated vesting schedule for thoggoymes eligible for accelerated vesting upon eetignt, we would have recognized
additional stock-based compensation expense ipruforma disclosure of the effect of expensinglstoptions presented in the
accompanyingNotes to Consolidated Financial Statements (Note Significant Accounting Policiesf $0.05 per diluted share in fiscal
2005, 2004 and 2003.

Critical Accounting Policies

Our previous discussion and analysis of marfcial condition and results of operations argeldaupon our consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States of America. The
preparation of these financial statements requise® make estimates and judgments that affeaetimrted amounts of assets, liabilities,
revenues and expenses, and related disclosurentihgent assets and liabilities.

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

Within the context of these critical accouagtpolicies, we are not currently aware of any eeasly likely events or circumstances that
would result in materially different amounts benegorted.

Revenue Recoghnitio

We record wholesale revenues when title gaand the risks and rewards of ownership have gdaeghe customer, based on the terms of
sale. Title passes generally upon shipment or upogipt by the customer depending on the countihie@tale and the agreement with the
customer. Retail store revenues are recorded dintleeof sale.

In some instances, we ship product directynfour supplier to the customer and recognizeme@avhen the product is delivered to and
accepted by the customer. Our revenues may fluetnatases when our customers delay accepting shipof product for periods up to
several weeks.

In certain countries outside of the U.S.cime information regarding the date of receipthmy ¢ustomer is not readily available. In these
cases, we estimate the date of receipt by the mastbased upon historical delivery times by gedg@location. On the basis of our tests of
actual transactions, we have no indication thatdrestimates have been materially inaccurate fuatiy:

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

Reserve for Uncollectible Accounts Receiva

We make ongoing estimates relating to thkectbility of our accounts receivable and maintaireserve for estimated losses resulting
from the inability of our customers to make reqdipayments. In determining the amount of the resseme consider our historical level of
credit losses and make judgments about the credfiimess of significant customers based on ongoirdit evaluations. Since we cannot
predict future
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changes in the financial stability of our customexgual future losses from uncollectible accounéy differ from our estimates. If the
financial condition of our customers were to detezie, resulting in their inability to make paymerd larger reserve might be required. In the
event we determined that a smaller or larger resems appropriate, we would record a credit oraagito selling and administrative expe

in the period in which we made such a determination

Inventory Reserve

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

Contingent Payments under Endorsement Contracts

A significant portion of our demand createxpense relates to payments under endorsemenactmtin general, endorsement payments
are expensed uniformly over the term of the comttdowever, certain contract elements may be adedlufor differently, based upon the
facts and circumstances of each individual contract

Some of the contracts provide for contingeatments to endorsers based upon specific achiensnmetheir sports (e.g., winning a
championship). We record selling and administragixpense for these amounts when the endorser ashilee specific goal.

Some of the contracts provide for paymengetaipon endorsers maintaining a level of perfoomam their sport over an extended pel
of time (e.g., maintaining a top ranking in a sgorta year). These amounts are reported in sedlimjadministrative expense when we
determine that it is probable that the specifiegl®f performance will be maintained throughowt gieriod. In these instances, to the extent
that actual payments to the endorser differ fromestimate due to changes in the endorser’s athgetformance, increased or decreased
selling and administrative expense may be repontedfuture period.

Some of the contracts provide for royalty pawyts to endorsers based upon a predeterminechpegeeof sales of particular products. We
expense these payments in cost of sales as tltedslales are made. In certain contracts, we offeimum guaranteed royalty payments. For
contractual obligations for which we estimate tlvatwill not meet the minimum guaranteed amounbghfty fees through sales of product,
we record the amount of the guaranteed paymentdess of that earned through sales of productlimgend administrative expense
uniformly over the remaining guarantee period.

Property, Plant and Equipmer

Property, plant and equipment, including dinigjs, equipment, and computer hardware and sadtigaiecorded at cost (including, in so
cases, the cost of internal labor) and is depregiaver its estimated useful life. Changes in airstances (such as technological advances or
changes to our business operations) can restuiff@rehces between the actual and estimated ubedsl In those cases where we determine
that the useful life of a long-lived asset shoutdshortened, we increase depreciation expenseloweemaining useful life to depreciate the
asset’s net book value to its salvage value.

When events or circumstances indicate theat#rying value of property, plant and equipmeayiine impaired, we estimate the future
undiscounted cash flows to be derived from thetassdetermine whether or not a potential impairtredists. If the carrying value exceeds
our estimate of future undiscounted cash flowsthvea calculate the impairment as the excess afdhging value of the asset over our
estimate of its fair market value. Any impairmehagyes are recorded as other expense, net. Weagsfinture undiscounted cash flows us
assumptions about our expected future operatinfgmmeance. Our estimates of undiscounted
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cash flows may change in future periods due to,remther things, technological changes, econonmiditions, changes to our business
operations or inability to meet business planshSu@anges may result in impairment charges in #én®g in which such changes in estimates
are made.

Goodwill and Other Intangible Asse’

We adopted FAS 142 effective for the firsadar of fiscal 2003. In accordance with FAS 14@dwill and intangible assets with
indefinite lives are no longer amortized but indtezeasured for impairment at least annually infélueth quarter, or when events indicate
an impairment exists. As required by FAS 142, inimpairment tests for goodwill and other indefinlived intangible assets, we compare
the estimated fair value of goodwill and other ingfilole assets to the carrying value. If the cagwalue exceeds our estimate of fair value
calculate impairment as the excess of the carryatge over our estimate of fair value. Our estirsaiEfair value utilized in goodwill and
other indefinite-lived intangible asset tests maybhsed upon a number of factors, including owrrapsions about the expected future
operating performance of our reporting units. Gatimeates may change in future periods due to, anotimgy things, technological change,
economic conditions, changes to our business apesadr inability to meet business plans. Such geanmay result in impairment charges
recorded in future periods.

As discussed further above, upon adoptidrAS 142 in fiscal 2003, we recorded an impairménatrge related to goodwill and other
indefinite-lived intangible assets of $266.1 miflidThis charge is shown on our consolidated statéwmfancome as the cumulative effect of
accounting change. Subsequent to adoption, anygthaapairment charges would be classified as gasate line item on our consolidated
statement of income as part of income before inctames and cumulative effect of accounting cha@geer indefinite-lived intangible asset
impairment charges would be classified as otheersg, net.

Intangible assets that are determined to dafiaite lives are amortized over their usefuebvand are measured for impairment only when
events or circumstances indicate the carrying valag be impaired. In these cases, we estimataithesfundiscounted cash flows to be
derived from the asset to determine whether oarpmtential impairment exists. If the carrying \@akxceeds our estimate of future
undiscounted cash flows, we then calculate the izt as the excess of the carrying value of #seover our estimate of its fair value.
Any impairment charges would be classified as oéx@ense, net.

Hedge Accounting for Derivative

We use forward exchange contracts and ogtimitracts to hedge certain anticipated foreignenay exchange transactions, as well as
resulting receivable or payable balance. When fipexiteria required by SFAS No. 133, “Accountifay Derivative and Hedging Activities,”
as amended and interpreted (FAS 133) have beerchatges in fair values of hedge contracts reldtiranticipated transactions are recot
in other comprehensive income rather than net ircontil the underlying hedged transaction affeetsimcome. In most cases, this results in
gains and losses on hedge derivatives being reldema other comprehensive income into net incoomaestime after the maturity of the
derivative. One of the criteria for this accountingatment is that the forward exchange contraciuarhshould not be in excess of specifically
identified anticipated transactions. By their vagture, our estimates of anticipated transactioag flactuate over time and may ultimately
vary from actual transactions. When anticipatedsaation estimates or actual transaction amoumt®dse below hedged levels, or when the
timing of transactions changes significantly, we aquired to reclassify at least a portion ofdhmulative changes in fair values of the
related hedge contracts from other comprehenso@nie to other expense, net during the quarter inlwduch changes occur. Once an
anticipated transaction estimate or actual traimaeimount decreases below hedged levels, we ndjistments to the related hedge cont
in order to reduce the amount of the hedge contoaittat of the revised anticipated transaction.

Taxes

We record valuation allowances against oferded tax assets, when necessary, in accordarniceSWAS No. 109, “Accounting for
Income Taxes.” Realization of deferred tax assaish as net operating loss
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carryforwards) is dependent on future taxable egand is therefore uncertain. At least quarteveyassess the likelihood that our deferred
tax asset balance will be recovered from futuraliéeincome. To the extent we believe that recoigenpt likely, we establish a valuation
allowance against our deferred tax asset, incrgasinincome tax expense in the period such detetion is made.

In addition, we have not recorded U.S. incdaxeexpense for foreign earnings that we haverchéted to be indefinitely reinvested
offshore, thus reducing our overall income tax ergee The amount of earnings designated as inddfininvested offshore is based upon
the actual deployment of such earnings in our offslassets and our expectations of the future mastis of our U.S. and foreign entities.
Income tax considerations are also a factor inrdeténg the amount of foreign earnings to be indigdly reinvested offshore.

We carefully review all factors that drivesthltimate disposition of foreign earnings detemino be reinvested offshore, and apply
stringent standards to overcoming the presumptioapatriation. Despite this approach, becausel#termination involves our future plans
and expectations of future events, the possitehtigts that amounts declared as indefinitely rested offshore may ultimately be repatriated.
For instance, the actual cash needs of our U.8iesntnay exceed our current expectations, or theshcash needs of our foreign entities 1
be less than our current expectations. This waesdlt in additional income tax expense in the yeadetermined that amounts were no
longer indefinitely reinvested offshore. Converselyr approach may also result in a determinatiah dccumulated foreign earnings (for
which U.S. income taxes have been provided) wilinoefinitely reinvested offshore. In this case; mcome tax expense would be reduce
the year of such determination.

On an interim basis, we estimate what oweatiife tax rate will be for the full fiscal yeah& estimated annual effective tax rate is then
applied to the year-to-date pre-tax income exclgidignificant or infrequently occurring items, tetdrmine the year-to-date tax expense. The
income tax effects of infrequent or unusual itemesracognized in the interim period in which thegar. As the fiscal year progresses, we
continually refine our estimate based upon actuahts and earnings by jurisdiction during the y&ais continual estimation process
periodically results in a change to our expectéectifze tax rate for the fiscal year. When thiswrsg we adjust the income tax provision
during the quarter in which the change in estinoaturs so that the year-to-date provision equa®#pected annual rate.

Other Contingencies

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

ltem 7A.  Quantitative and Qualitative Disclosures about MakRisk

In the normal course of business and condistéh established policies and procedures, weleyngp variety of financial instruments to
manage exposure to fluctuations in the value difpr currencies and interest rates. It is our gdbcutilize these financial instruments only
where necessary to finance our business and mauoahesxposures; we do not enter into these traneadbr speculative purposes.

We are exposed to foreign currency fluctuatie a result of our international sales, prodoat@ng and funding activities. Our foreign
currency risk management objective is to reduceséinmbility of local entity cash flows as a resoftexchange rate movements. We use
forward exchange contracts and options to hedge
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certain anticipated but not yet firmly committedrtsactions as well as certain firm commitmentsthadelated receivables and payables,
including third party or intercompany transactions.

When we begin hedging exposures dependseonature of the exposure and market conditionse@dy, all anticipated and firmly
committed transactions that are hedged are todmgynézed within twelve months, although at May 3005 we had forward contracts hed¢
anticipated transactions that will be recognizeddrmany as 24 months. The majority of the corgrexpiring in more than twelve months
relate to the anticipated purchase of inventorplayEuropean and Japanese subsidiaries. We usartbomntracts to hedge non-functional
currency denominated payments under intercompaary dgreements. When intercompany loans are heigetypically for their expected
duration. Hedged transactions are principally denated in euros, Japanese yen, Canadian dollareakavon, Australian dollars, and
Mexican pesos.

Our earnings are also exposed to movemerstsdrt and long-term market interest rates. Oueahje in managing this interest rate
exposure is to limit the impact of interest ratamfes on earnings and cash flows, and to redugalblerrowing costs. To achieve these
objectives, we maintain a mix of medium and longrtéixed rate debt, commercial paper, and bankdaard have entered into interest rate
swaps.

Market Risk Measurement

We monitor foreign exchange risk, interest risk and related derivatives using a varietjechniques including a review of market
value, sensitivity analysis, and Value-at-Risk (YaBur market-sensitive derivative and other firahinstruments, as defined by the SEC,
are foreign currency forward contracts, foreignrency option contracts, interest rate swaps, intfapgany loans denominated in non-
functional currencies, fixed interest rate U.Slalolenominated debt, and fixed interest rate Jagmagen denominated debt.

We use VaR to monitor the foreign exchangk of our foreign currency forward and foreign emty option derivative instruments only.
The VaR determines the maximum potential one-day i the fair value of these foreign exchange satesitive financial instruments. The
VaR model estimates assume normal market conditindsa 95% confidence level. There are various fimagtechniques that can be used in
the VaR computation. Our computations are basedterrelationships between currencies and intgetset (a “variance/ co-variance”
technique). These interrelationships are a funatfdioreign exchange currency market changes aedeist rate changes over the preceding
one year. The value of foreign currency optionssdugt change on a one-to-one basis with changbe innderlying currency rate. We
adjusted the potential loss in option value foréemated sensitivity (the “delta” and “gamma”)ttanges in the underlying currency rate.
This calculation reflects the impact of foreignreuncy rate fluctuations on the derivative instrutsemmly, and does not include the impact of
such rate fluctuations on nduanctional currency transactions (such as antiegpétansactions, firm commitments, cash balancesaacount
and loans receivable and payable), including thdsieh are hedged by these instruments.

The VaR model is a risk analysis tool andsdoet purport to represent actual losses in fdirevthat we will incur, nor does it consider
potential effect of favorable changes in market¢satt also does not represent the full extenheftossible loss that may occur. Actual future
gains and losses will differ from those estimatedause of changes or differences in market ragéerrelationships, hedging instruments
and hedge percentages, timing and other factors.

The estimated maximum one-day loss in faue®n our foreign currency sensitive financiatinments, derived using the VaR model,
was $25.7 and $24.9 million at May 31, 2005 and [8hy2004, respectively. The increase in VaR ddayf 31, 2005 occurred due to a lar
portfolio of foreign currency derivative instrumenthich was largely offset by the effect of lowarrency volatility on existing trades on the
May 31, 2005 VaR computation versus the May 314208R computation. Such a hypothetical loss invalue of our derivatives would be
offset by increases in the value of the underlymagsactions being hedged. The average monthlygehiarthe fair values of foreign currency
forward and foreign currency option derivative rnstents was $37.2 million and $50.0 million forcB$ 2005 and fiscal 2004, respectively.
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Details of other market-sensitive financistruments and derivative financial instrumentsinciuded in the VaR calculation above are
provided in the table below, except the interets savaps which are described below. These instrteneciude intercompany loans
denominated in non-functional currencies, fixeeiast rate Japanese yen denominated debt, fixergsttrate U.S. dollar denominated debt
and interest rate swaps. For debt obligationstahle presents principal cash flows and relatedated average interest rates by expected
maturity dates.

Expected Maturity Date
Year Ended May 31,
2006 2007 2008 2009 2010 Thereafter Total Fair Value
(In millions, except interest rates)

Foreign Exchange Risk
Euro Functional Currenc
Intercompany loan — U.S. dollar
denominate— Fixed rate
Principal payment $ — — — — — 270.¢ $270.¢ $ 270.¢
Average interest rat — — — — — 4.1% 4.1%
Intercompany loan — British pound
denominate— Fixed rate
Principal payment $ 67.€ — — — — — $ 67.¢ $ 67.¢
Average interest rat 5.C% — — — — — 5.C%
U.S. Dollar Functional Currenc
Intercompany loan — Japanese yen
denominate— Variable rate
Principal payment $202.7 — — — — — $202.7 $ 202.7
Average interest rat 0.4% — — — — — 0.4%
Intercompany loar— Canadian dolla
denominate— Fixed rate
Principal payment $ 412 — — — — — $ 412 $ 41.2
Average interest rat 2.5% — — — — — 2.$%
Korean Won Functional Curren
Intercompany loan — U.S. Dollar denominated —

Fixed rate
Principal payment $ 40.¢ — — — — — $ 40.¢ $ 40.¢
Average interest rat 3.2% — — — — — 3.2%

Japanese Yen Functional Currel
Long-term Japanese yen d«— Fixed rate
Principal payment $ 6.2 6.2 6.2 6.2 6.2 161.¢ 192.¢ $ 218.1
Average interest rat 3.4% 34% 3.4% 3.5% 3.5% 2.% 2.5%
Interest Rate Risk
Japanese Yen Functional Currel
Long-term Japanese yen de— Fixed rate
Principal payment $ 6.2 6.2 6.2 6.2 6.2 161.¢ 192.¢ $ 218.1
Average interest rat 3.4% 34% 3.4% 3.5% 3.5% 2.€% 2.5%
U.S. Dollar Functional Currenc
Long-term U.S. dollar det— Fixed rate
Principal payment $ 250.( 25.C — 25.C 190.( $490.( $ 502.¢
Average interest rat 5.2% 52% 5.1% 5.1% 5.1% 5.1% 5.1%
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Intercompany loans and related interest artsogliiminate in consolidation. Intercompany loares generally hedged against foreign
exchange risk through the use of forward contradtts third parties, as discussed above.

The fixed interest rate Japanese yen dendedrdebts were issued by and are accounted favdyt our Japanese subsidiaries.
Accordingly, the monthly remeasurement of thes#umsents due to changes in foreign exchange ratesognized in accumulated other
comprehensive income upon the consolidation ofetisebsidiaries.

There were no significant changes in debtketatisks during fiscal 2005. We did not issue &mg-term fixed-rate corporate bonds
during fiscal 2005; however, during fiscal 200202G@&nd fiscal 2004 we issued a total of $490 mmiliio long-term fixed-rate corporate bonds
that mature between August 2006 and October 20%8dHknterest rates on these bonds range from 407466%. For each of the bonds
issued in fiscal 2002, 2003 and fiscal 2004, weshavered into interest rate swap agreements whereleceive fixed interest payments at
the same rate as the bonds and pay variable ihfErgsents based on the three-month or six-morBOR plus a spread. As a result of the
interest rate swap agreements the average efféntamest rate payable on these bonds was 4.1 M&pB1, 2005 and 2.4% at May 31, 20
Each swap has the same notional amount and matiatiéyas the corresponding bond, except for ong wa $50 million bond issued in
fiscal 2004. The $50 million bond issued in fiseGD4 matures in October 2013 whereas the assodiaezdst rate swap expires in October
2006. These interest rate swaps are accounted fairavzalue hedges, so changes in the recordesdhies of the swaps are offset by char
in the recorded fair value of the related debtegxdor the $50 million swap expiring in Octobet0BOvhich is not accounted for as a hedge.
Accordingly, changes in the fair value of this sveap recorded to net income each period. The reddar value of the interest rate swaps
accounted for as fair value hedges was a net $8i6mgain at May 31, 2005 and a $3.3 million gainMay 31, 2004. The recorded fair
value of the $50 million interest rate swap exgridctober 2006 was not material for the years eihigl 31, 2005 and 2004.

In fiscal 2003 we also entered into an irgerate swap agreement related to a Japanese gemuhated intercompany loan with one of
our Japanese subsidiaries. The Japanese subgdigyariable interest on the intercompany loardas 3-month LIBOR plus a spread.
Under the interest rate swap agreement, the salogidays fixed interest payments at 0.8% and reserariable interest payments based on 3
month LIBOR plus a spread based on a notional atnafudbillion Japanese yen. This interest ratepsisanot accounted for as a hedge,
accordingly changes in the fair value of the swapracorded to net income each period. The recdaledalue of the swap was not material
for the years ended May 31, 2005, 2004 and 2003.

Special Note Regarding Forward-Looking Statementsral Analyst Reports

Certain written and oral statements, othanthurely historical information, including estiragt projections, statements relating to NIKE’
business plans, objectives and expected operasudts, and the assumptions upon which those statsrmare based, made or incorporate
reference from time to time by NIKE or its repretsgives in this report, other reports, filings witre Securities and Exchange Commission,
press releases, conferences, or otherwise, amdfdrlooking statements” within the meaning of Brévate Securities Litigation Reform Act
of 1995 and Section 21E of the Securities Exchakgef 1934. Forward-looking statements includethwiit limitation, any statement that
may predict, forecast, indicate, or imply futursuks, performance, or achievements, and may cothiaiwords “believe,” “anticipate,”
“expect,” “estimate,” “project,” “will be,” “will cmntinue,” “will likely result,” or words or phrasex similar meaning. Forward-looking
statements involve risks and uncertainties whicly oause actual results to differ materially frora thrward-looking statements. The risks
and uncertainties are detailed from time to timeejorts filed by NIKE with the SEC, including Foesré-K, 10-Q, and 10-K, and include,
among others, the following: international, naticawad local general economic and market condititims size and growth of the overall
athletic footwear, apparel, and equipment marketense competition among designers, marketersjtiitors and sellers of athletic
footwear, apparel, and equipment for consumerseaddrsers; demographic changes; changes in conguaierences; popularity of
particular designs, categories of products, andtspseasonal and geographic demand for NIKE prtsglddficulties in anticipating or
forecasting changes in
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consumer preferences, consumer demand for NIKEugstedand the various market factors describedafdifficulties in implementing,
operating, and maintaining NIKE’s increasingly cdexpinformation systems and controls, includingthout limitation, the systems related
to demand and supply planning, and inventory caritrgerruptions in data and communications systdtastuations and difficulty in
forecasting operating results, including, withaatitation, the fact that advance “futures” orderaynmot be indicative of future revenues due
to the changing mix of futures and at-once ordewsiency exchange rate fluctuations, order canti@tis, and the fact that a significant
portion of our revenue is not derived from futuoeders; the ability of NIKE to sustain, manageanetast its growth and inventories; the ¢
timing and mix of purchases of NIKE's products; ner@duct development and introduction; the abiiitysecure and protect trademarks,
patents, and other intellectual property; perforogaand reliability of products; customer serviayexse publicity; the loss of significant
customers or suppliers; dependence on distribuboisiness disruptions; increased costs of freigtitteansportation to meet delivery
deadlines; increases in borrowing costs due todaeline in our debt ratings; changes in businessesty or development plans; general risks
associated with doing business outside the Unitate§ including without limitation, import dutidsyiffs, quotas, political and economic
instability, and terrorism; changes in governmewgfutations; liability and other claims assertedirgia\NIKE; the ability to attract and retain
qualified personnel; and other factors referenaedaorporated by reference in this report and ioteports.

The risks included here are not exhaustithefsections of this report may include additidiaators which could adversely affect NIKE’
business and financial performance. Moreover, NtfErates in a very competitive and rapidly changingronment. New risk factors
emerge from time to time and it is not possiblerf@magement to predict all such risk factors, @oricassess the impact of all such risk
factors on NIKES business or the extent to which any factor, ontination of factors, may cause actual resultsfferdmaterially from thos:
contained in any forward-looking statements. Gitrese risks and uncertainties, investors shoulglace undue reliance on forwakabking
statements as a prediction of actual results.

Item 8.  Financial Statements and Supplemental De

Management of NIKE, Inc. is responsible tog tnformation and representations contained mrport. The financial statements have
been prepared in conformity with the generally abeé accounting principles we considered apprapitathe circumstances and include
some amounts based on our best estimates and jatigr@gher financial information in this reportcisnsistent with these financial
statements.

Our accounting systems include controls desigo reasonably assure that assets are safeddevdeunauthorized use or disposition .
which provide for the preparation of financial statents in conformity with generally accepted actiogrprinciples. These systems are
supplemented by the selection and training of fjedlfinancial personnel and an organizationaldtme providing for appropriate
segregation of duties.

An Internal Audit department reviews the tessaf its work with the Audit Committee of the Bolaof Directors, presently consisting of
four outside directors. The Audit Committee is k@sgible for the appointment of the independentsteged public accounting firm and
reviews with the independent registered public anting firm, management and the internal auditf sthé scope and the results of the ani
examination, the effectiveness of the accountingrobsystem and other matters relating to therfonal affairs of NIKE as they deem
appropriate. The independent registered publiciatting firm and the internal
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auditors have full access to the Committee, witth &ithout the presence of management, to discussjgoropriate matters.

Management’s Report on Internal Control Over Finandal Reporting

Management is responsible for establishirdyranintaining adequate internal control over finaheporting, as such term is defined in
Exchange Act rule 13a-15(f). Under the supervisiod with the participation of our Chief ExecutivéiGer and Chief Financial Officer, our
management conducted an evaluation of the effewi® of our internal control over financial repagtbased upon the frameworkliriernal
Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidriee Treadway Commission. Based on that
evaluation, our management concluded that ourriatarontrol over financial reporting is effective af May 31, 2005.

Internal control over financial reporting ca provide absolute assurance of achieving firdmeporting objectives because of its
inherent limitations. Internal control over finaakieporting is a process that involves human elilige and compliance and is subject to lapses
in judgment and breakdowns resulting from humalurfas. Internal control over financial reporting@kcan be circumvented by collusion or
improper management override. Because of suchdiiits, there is a risk that material misstatemeratg not be prevented or detected on a
timely basis by internal control over financial oefing. However, these inherent limitations arewndeatures of the financial reporting
process. Therefore, it is possible to design ineogrocess safeguards to reduce, though not eliepitias risk.

PricewaterhouseCoopers LLP, an independgigtezed public accounting firm, has audited (¥) ¢bnsolidated financial statements,
(2) management’s assessment of the effectivenesgrafiternal control over financial reporting ddMay 31, 2005 and (3) the effectiveness
of our internal control over financial reporting@sMay 31, 2005, as stated in their report herein.

William D. Perez Donald W. Blair
Chief Executive Officer Chief Financial Officer
and Presider
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of NIKIE,:

We have completed an integrated audit of NIKE.’s 2005 consolidated financial statements @itk internal control over financial
reporting as of May 31, 2005 and audits of its 2804 2003 consolidated financial statements inraacwe with the standards of the Public
Company Accounting Oversight Board (United Stat@sj: opinions, based on our audits, are preseraletvb

Consolidated financial statements and financial stement schedule

In our opinion, the consolidated financiatsments listed in the index appearing under It8A)Y(1) present fairly, in all material
respects, the financial position of NIKE, Inc. atsdsubsidiaries at May 31, 2005 and 2004, anddhelts of their operations and their cash
flows for each of the three years in the periodeghillay 31, 2005 in conformity with accounting pipies generally accepted in the United
States of America. In addition, in our opinion, fir@ancial statement schedule listed in the indgxearing under Item 15(A)(2) presents
fairly, in all material respects, the informaticet $orth therein when read in conjunction with tetated consolidated financial statements.
These financial statements and financial statesemdule are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on these financial statementdiaancial statement schedule based on our adiigsconducted our audits of these
statements in accordance with the standards dPdiic Company Accounting Oversight Board (Unitedt&s). Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
of financial statements includes examining, onsabasis, evidence supporting the amounts andodiss in the financial statements,
assessing the accounting principles used and &igntfestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

As discussed in Note 4 to the consolidatedrfcial statements, effective June 1, 2002, thepgaomn changed its method of accounting for
goodwill and intangible assets in accordance withStatement of Financial Accounting StandardsI¥g, “Goodwill and Other Intangible
Assets.”

Internal control over financial reporting

Also, in our opinion, management’s assessniecitided in Management’s Report on Internal Carver Financial Reporting appearing
under Item 8, that the Company maintained effedtit@rnal control over financial reporting as of W2, 2005 based on criteria established
in Internal Control — Integrated Frameworksued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO), is
fairly stated, in all material respects, basedrmsé criteria. Furthermore, in our opinion, the @any maintained, in all material respects,
effective internal control over financial reportiag of May 31, 2005, based on criteria establighddaternal Control — Integrated
Frameworkissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoder financial reporting
and for its assessment of the effectiveness ofriateontrol over financial reporting. Our respdmildy is to express opinions on
management’s assessment and on the effectivenéss Gbmpany’s internal control over financial repm based on our audit. We
conducted our audit of internal control over fin@ahceporting in accordance with the standard$efRPublic Company Accounting Oversight
Board (United States). Those standards requirentbailan and perform the audit to obtain reasonaséeirance about whether effective
internal control over financial reporting was mained in all material respects. An audit of intéic@ntrol over financial reporting includes
obtaining an understanding of internal control dgaincial reporting, evaluating management’s agsest, testing and evaluating the design
and operating effectiveness of internal controtl parforming such other procedures as we conselegssary in the circumstances. We
believe that our audit provides a reasonable fasisur opinions.

A company’s internal control over financiaporting is a process designed to provide reasersgsurance regarding the reliability of
financial reporting and the preparation of finahstatements for
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external purposes in accordance with generally@edeaccounting principles. A company’s internaitcol over financial reporting includes
those policies and procedures that (i) pertaimméonhaintenance of records that, in reasonablel gataurately and fairly reflect the
transactions and dispositions of the assets ofdhgpany; (ii) provide reasonable assurance thas#@tions are recorded as necessary to
permit preparation of financial statements in adaace with generally accepted accounting princjiged that receipts and expenditures of
the company are being made only in accordanceawithorizations of management and directors of dmepany; and (iii) provide reasonable
assurance regarding prevention or timely deteafaimauthorized acquisition, use, or dispositionh&f company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, interoahtrol over financial reporting may not preventietect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

/s/ PRICEWATERHOUSECOOPERSLLP
PricewaterhouseCoopers LLP

Portland, Oregon
July 27, 2005
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NIKE, INC.

CONSOLIDATED STATEMENTS OF INCOME

Revenue!

Cost of sale:

Gross Margir

Selling and administrativ

Interest expense, net (Notes 1, 6 an

Other expense, net (Note 1

Income before income taxes and cumulative effeetcobunting chang

Income taxes (Note ¢

Income before cumulative effect of accounting clee

Cumulative effect of accounting change, net of medaxes of ($-, $- and $-)
(Note 4)

Net income

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

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

Dividends declared per common sh

Year Ended May 31,

2005 2004 2003

(In millions, except per share data)

$ 13,739’ $ 12,253. $ 10,697.(
7,624 7,001.. 6,313.¢
6,115. 5,251." 4,383.¢
4,221 3,702.( 3,154.:

4.8 25.C 28.¢

29.1 4. 77.5

1,859.¢ 1,450.( 1,123.(
648.2 504 .4 382.¢
1,211.¢ 945.¢ 740.1

— — 266.]

$ 1,211 $ 945.¢ $ 474.(
$ 4.61 $ 3.5¢ $ 2.8(C
— — 1.01

$ 4.61 $ 3.5¢ $ 1.7¢

$ 4.4¢ $ 3.51 $ 2.71

— — 1.0C

$ 4.4¢ $ 3.51 $ 1.77

$ 0.9t $ 0.74 $ 0.54

The accompanying notes to consolidated financédéstients are an integral part of this statement.
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NIKE, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS
Current Assets
Cash and equivalen
Shor-term investment
Accounts receivable, less allowance for doubtfgoants of $80.4 and $95
Inventories (Note 2
Deferred income taxes (Note
Prepaid expenses and other current a:
Total current asse
Property, plant and equipment, net (Nott
Identifiable intangible assets, net (Note
Gooduwill (Note 4)
Deferred income taxes and other assets (N@
Total asset

LIABILITIES AND SHAREHOLDERS'’ EQUITY

Current Liabilities:

Current portion of lon-term debt (Note 7

Notes payable (Note ¢

Accounts payable (Note !

Accrued liabilities (Notes 5 and 1

Income taxes payab

Total current liabilities

Long-term debt (Note 7
Deferred income taxes and other liabilities (Ndjt
Commitments and contingencies (Notes 14 anc
Redeemable Preferred Stock (Note
Shareholder Equity:

Common Stock at stated value (Note :

Class A convertibl— 71.9 and 77.6 shares outstanc
Class B— 189.2 and 185.5 shares outstanc

Capital in excess of stated val

Unearned stock compensati

Accumulated other comprehensive income (loss) (N8

Retained earning

Total shareholde’ equity

Total liabilities and sharehold¢ equity

The accompanying notes to consolidated financédégsients are an integral part of this statement.
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May 31,
2005 2004
(In millions)

$ 1,388.; $ 828.(
436.€ 400.¢
2,262.: 2,120.:
1,811.; 1,650.:
110.2 165.(
343.( 364..
6,351.. 5,528.¢
1,605.¢ 1,611.¢
406.1 366.:
135.¢ 135.¢
295.2 266.¢
$ 8,793.¢ $ 7,908.
$ 6.2 $ 6.€
69.¢ 146.(
843.¢ 780.2
984.% 979.%
95.( 118.2
1,999.; 2,030.¢
687.< 682.4
462.€ 413.¢
0.3 0.3
0.1 0.1
2.7 2.7
1,182.¢ 887.¢
(11.4) (5.5)
73.4 (86.9)
4,396. 3,982.¢
5,644. 4,781
$ 8,793.¢ $ 7,908.
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NIKE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended May 31,

2005 2004 2003
(In millions)
Cash provided (used) by operations:
Net income $ 1,211.¢ $  945.¢ $ 474
Income charges not affecting ca
Cumulative effect of accounting char — — 266.1
Depreciatior 257.2 255.2 239.c
Deferred income taxe 21.: 19.C 55.C
Amortization and othe 30.t 58.2 23.2
Income tax benefit from exercise of stock opti 63.1 47.2 12.t
Changes in certain working capital compone
(Increase) decrease in accounts receiv (93.5) 97.1 (136.9)
Increase in inventorie (103.9) (55.9 (102.9)
Decrease (increase) in prepaids and other curssets 71.4 (103.¢) 60.¢
Increase in accounts payable, accrued liabilittesinacome taxes payak 112.¢ 255.¢ 30.1
Cash provided by operatio 1,570. 1,518t 922.(
Cash provided (used) by investing activities
Purchases of shterm investment (1,527.9) (400.¢) —
Maturities of shor-term investment 1,491.¢ — —
Additions to property, plant and equipm (257.)) (214.9) (185.9
Disposals of property, plant and equipm 7.2 11.€ 14.¢
Increase in other asse (39.7) (53.9) (46.9)
Increase (decrease) in other liabilit 11.1 4. 1.8
Acquisition of subsidiary, net of cash acqui (47.2) (289.) —
Cash used by investing activiti (360.9 (950.6) (215.6)
Cash provided (used) by financing activities
Proceeds from lor-term debt issuanc — 153.¢ 90.4
Reductions in lon-term debt including current portic (9.2 (206.€) (55.9
Decrease in notes payal (81.7) 0.3 (351.))
Proceeds from exercise of stock options and otioeksssuance 226.¢ 253.¢ 447
Repurchase of stoc (556.9) (419.9 (196.9)
Dividends— common and preferre (236.7) (179.2) (137.9
Cash used by financing activiti (657.0) (398.9) (606.5)
Effect of exchange rate chang 6.8 24.¢€ (41.4)
Net increase in cash and equivale 560.1 194.( 58.t
Cash and equivalents, beginning of y 828.( 634.( 575.k
Cash and equivalents, end of y $ 1,388.. $ 828.( $ 634.(
Supplemental disclosure of cash flow information
Cash paid during the year fc
Interest, net of capitalized intere $ 33.¢ $ 37.¢ $ 38¢
Income taxe: 585.: 418.¢ 330.2

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

Common Stock

Accumulated

Capital in Other
Class A Class B Excess of Unearned Comprehensive
Stated Stock Income Retained
Shares  Amount Shares  Amount Value Compensation (Loss) Earnings Total
(In millions, except per share data
Balance at May 31, 200: 981 $ 0.2 168( $ 26 $ 538.7 $ (5.1) $ (192.9) $3,495.C  $3,839.(
Stock options exercise 1.3 48.2 48.2
Conversion to Class B Common Stc (0.39) 0.2 —
Repurchase of Class B Common St (4.0 (4.9) (186.2) (191.0
Dividends on Common stock ($.54 per shi (142.5) (142.5)
Issuance of shares to employ: 0.2 9.6 0.2 9.4
Amortization of unearned compensat 3.7 3.7
Forfeiture of shares from employe (0.7) 2.7) 1.C (0.9 (2.€)
Comprehensive income (Note 1
Net income 474.( 474.(
Other comprehensive income (net of tax
benefit of $72.8)
Foreign currency translatic 127.¢ 127.¢
Adjustment for fair value of hedge
derivatives (174.5) (174.5)
Comprehensive incorr (47.9) 474.( 426.7
Balance at May 31, 200: 97.¢ $ 0.2 1656 $ 26 $ 589.C $ (0.6) $ (239.%) $3,639..  $3,990.0
Stock options exercise 5.E 284.¢ 284.¢
Conversion to Class B Common Stc (20.2) (0.2 20.2 0.1 —
Repurchase of Class B Common St (6.4) (7.€) (406.%) (414.9)
Dividends on Common stock ($.74 per shi (194.9) (194.9)
Issuance of shares to employ: 0.4 23.2 (7.5 15.7
Amortization of unearned compensat 2.6 2.6
Forfeiture of shares from employe 1.9 0.3 (2.0
Comprehensive income (Note 1
Net income 945.€ 945.€
Other comprehensive income (net of tax
expense of $69.0
Foreign currency translatic 27.5 27.F
Adjustment for fair value of hedge
derivatives 125.¢ 125.¢
Comprehensive incorr 153.¢ 945 ¢ 1,099.(
Balance at May 31, 2004 77€ $ 01 185t $ 27 $ 887.¢ $ (5.5 $ (86.9) $3,982.¢  $4,781.°
Stock options exercise 4.4 273.2 273.2
Conversion to Class B Common Stc (5.7 5.7 —
Repurchase of Class B Common St (6.) 8.3 (547.9) (556.2)
Dividends on Common stock ($.95 per shi (249.9) (249.9)
Issuance of shares to employ: 0.E 32.1 (10.2) 21.¢
Amortization of unearned compensat 3.8 3.8
Forfeiture of shares from employe (1.9) 04 (0.7) (2.2)
Comprehensive income (Note 1
Net income 1,211.¢ 1,211.¢
Other comprehensive income (net of tax
expense of $40.2
Foreign currency translatic 70.1 70.1
Adjustment for fair value of hedge
derivatives 89.€ 89.€
Comprehensive incorr 159.7 1,211.¢ 1,371
Balance at May 31, 200! 71.¢ $ 0.1 189.2 $ 27 $ 1,182.¢ % 11.4) $ 73.4 $4,396.!  $5,644.:

The accompanying notes to consolidated financédéstients are an integral part of this statement.

40




Table of Contents

NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Summary of Significant Accounting Policies
Basis of Consolidatior

The consolidated financial statements inclilndeaccounts of NIKE, Inc. and its subsidiariée (fCompany”). All significant
intercompany transactions and balances have berimaied.

Recognition of Revenue

Wholesale revenues are recognized when $ke and rewards of ownership have passed to tltencas based on the terms of sale. This
occurs upon shipment or upon receipt by the custa@®gending on the country of the sale and theemgeat with the customer. Retail store
revenues are recorded at the time of sale. Provddiar sales discounts, returns and miscellanelaira€ from customers are made at the time
of sale.

Shipping and Handling Cost
Shipping and handling costs are expensedcasred and included in cost of sales.

Advertising and Promotior

Advertising production costs are expensedithetime the advertisement is run. Media (TV gmiht) placement costs are expensed ir
month the advertising appears. A significant amadirhe Company’s promotional expenses result fpayments under endorsement
contracts. Accounting for endorsement paymentsset upon specific contract provisions. Generatiglorsement payments are expensed
uniformly over the term of the contract after giyirecognition to periodic performance complianaavigions of the contracts. Prepayments
made under contracts are included in prepaid exggesmusd other current assets or other assets degesrdihe length of the contract. Through
cooperative advertising programs, the Company reisgs its retail customers for certain of theitsad advertising the Comparsyproducts
The Company records these costs in selling andrasimztive expense at the point in time when dgh$igated to its customers for the costs,
which is when the related revenues are recogniideid.obligation may arise prior to the related atlsement being run. Total advertising ¢
promotion expenses were $1,600.7 million, $1,3T7ilBon, and $1,166.8 million for the years endedwB1, 2005, 2004 and 2003,
respectively. Prepaid advertising and promotioreases recorded as appropriate in prepaid expendesitzer current assets and other assets
totaled $126.1 million and $154.6 million at May, D05 and 2004, respectively.

Cash and Equivalent

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

Short-term Investments

Short-term investments consist primarily o8UTreasury debt securities with maturities ofrabnths or less at the date of purchase. Debt
securities which the Company has the ability amsltp@ intent to hold to maturity are carried atatized cost. Available-for-sale debt
securities are recorded at fair value with anyumgealized gains and losses reported, net of neathier comprehensive income. Realized
gains or losses are determined based on the spiglgfitification method. The Company holds no invesits considered to be trading
securities. Amortized cost of both available-folesand held-to-maturity debt securities approxiradiéér market value due to their short
maturities. Substantially all investments held ay\81, 2005 have remaining maturities of 120 dayess. Included in interest expense, net
for the years ended May 31, 2005,
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

2004, and 2003, was interest income of $34.9 miJl&il5.3 million and $14.1 million, respectivelglated to short-term investments and cash
and cash equivalents.

Inventory Valuation
Inventories are stated at the lower of cosharket. Inventories are valued on a first-irstfiout (FIFO) or moving-average cost basis.

Property, Plant and Equipment and Depreciatis

Property, plant and equipment are recordetstt Depreciation for financial reporting purp®sedetermined on a straight-line basis for
buildings and leasehold improvements over 2 toedyyand principally on a double declining baldmasis for machinery and equipment
over 2 to 15 years. Computer software (includinggdme cases, the cost of internal labor) is dégegton a straight-line basis over 3 to
10 years.

Impairment of Lon¢-Lived Asset:

In accordance with Statement of Financiald\cting Standards (SFAS) No. 144 “Accounting fa tnpairment or Disposal of Long-
Lived Assets” (FAS 144), the Company estimatedukhere undiscounted cash flows to be derived franasset to assess whether or not a
potential impairment exists when events or circamesés indicate the carrying value of a long-livesed may be impaired. If the carrying
value exceeds the Company’s estimate of futuresaondinted cash flows, the Company then calculatesitpairment as the excess of the
carrying value of the asset over the Company’srede of its fair market value.

Identifiable Intangible Assets and Goodw

In accordance with SFAS No. 142 “Goodwill 2dther Intangible Assets” (FAS 142), goodwill anthingible assets with indefinite lives
are not amortized but instead are measured forirmpat at least annually in the fourth quartenmbien events indicate that an impairment
exists. As required by FAS 142, in the Company’pairment test of goodwill, the Company comparedairevalue of the applicable
reporting unit to its carrying value. If the camgivalue of the reporting unit exceeds the estirofair value, the Company calculates the
impairment as the excess of the carrying valueoofigvill over its implied fair value. In the impaiant tests for indefinite-lived intangible
assets, the Company compares the estimated fai wélthe indefinite-lived intangible assets to ¢therying value. If the carrying value
exceeds the estimate of fair value, the Compargutates impairment as the excess of the carryihgevaver the estimate of fair value. See
Note 4 for discussion of the Compi's adoption of FAS 142 in the year ended May 30030

Intangible assets that are determined to Hafiaite lives are amortized over their usefueBvand are measured for impairment only when
events or circumstances indicate the carrying valag be impaired in accordance with FAS 144 dissdisdbove.
Foreign Currency Translation and Foreign Currencyrénsactions

Adjustments resulting from translating forefainctional currency financial statements into \#&llars are included in the foreign
currency translation adjustment, a component afigetated other comprehensive income (loss) in $lwdders’ equity.

Transaction gains and losses generated bgfftbet of foreign exchange on recorded assetdiabifities denominated in a currency
different from the functional currency of the applble Company entity are recorded in other experetejn the period in which they occur.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Accounting for Derivatives and Hedging Activitie

The Company uses derivative financial insents to limit exposure to changes in foreign cuwyegxchange rates and interest rates. The
Company accounts for derivatives pursuant to SFAS183, “Accounting for Derivative Instruments adddging Activities,” as amended
and interpreted (FAS 133). FAS 133 establisheswatoty and reporting standards for derivative imsients and requires that all derivatives
be recorded at fair value on the balance sheend@&sain the fair value of derivative financial mshents are either recognized in other
comprehensive income (a component of shareholdgrsty) or net income depending on whether thevdérvie is being used to hedge
changes in cash flows or fair value.

See Note 16 for more information on the ConyfmRisk Management program and derivatives.

Stock-Based Compensation

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

As required by FAS 123 and amended by SFASIMB “Accounting for Stock-Based Compensation —afiEition and
Disclosure” (FAS 148), the Company has computedpio forma disclosure purposes, the fair valuegifons granted and employees’
purchase rights under the Employee Stock Purchiase(PSPP) during the years ended May 31, 20054 20@ 2003 using the Blacehole!
option pricing model. The weighted average asswnptused for the majority of stock option grantsdfach of these years were a dividend
yield of 1%, expected volatility of the market griof the Compar’'s common stock of 42%, 44%, and 38% for the yeade@ May 31, 200!
2004 and 2003, respectively; a weighted-averagedagd life of the options of approximately five y&aand interest rates of 3.7%, 2.9%, and
3.8% for the years ended May 31, 2005, 2004 an@,2@8pectively.

Options were assumed to be exercised ovdivthgear expected life for purposes of this véilua Adjustments for forfeitures are made
as they occur. For the years ended May 31, 2005} 26d 2003, the total value of the options grarftadvhich no previous expense has t
recognized, was computed as approximately $150Imi$102.3 million, and $89.8 million, respeatly, which would be amortized on a
straight line basis over the vesting period ofdp&ons. The weighted average fair value per sbhtiee options granted in the years ended
May 31, 2005, 2004 and 2003 are $27.90, $20.36%aAd!5, respectively.
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If the Company had accounted for these stqptions and ESPP purchase rights issued to em@oyeecordance with FAS 123, the
Company’s pro forma net income and pro forma egsper share (EPS) would have been reported asvill

Year Ended May 31,

2005 2004 2003
(In millions)
Net income as reporte $ 1,211 $ 945.¢ $ 474.(
Add: Stocl-based compensation expense included in reportedemhe, net of ta 0.€ — —
Deduct: Total stock-based employee compensatioaresgounder fair value based method for
all awards, net of ta (64.7) (48.7) (42.2)
Pro forma net incom $ 1,148.. $ 896.¢ $ 431.¢
Earnings per Shar
Basic— as reportel $ 4.61 $ 3.5¢ $ 1.7¢
Basic— pro forma $ 4.3 $ 341 $ 1.6:
Diluted — as reporte! $ 4.4¢ $ 3.51 $ 177
Diluted — pro forma $ 4.2¢ $ 3.3t $ 1.6

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

On December 16, 2004, the Financial AccognBtandards Board (FASB) finalized SFAS No. 123Rdi®-Based PaymentFAS 123R)
which, after the Securities and Exchange Commig&&tC) amended the compliance dates on April 1652@ill be effective for the
Company’s fiscal year beginning June 1, 2006. Tdwe standard will require the Company to record cemg@ation expense for stock options
using a fair value method. On March 29, 2005, tBE€ $sued Staff Accounting Bulletin No. 107 (SAB7)10which provides the Staff's views
regarding interactions between FAS 123R and ceB&i@ rules and regulations and provides intergogtaiof the valuation of share-based
payments for public companies.

The Company is currently evaluating FAS 128/ SAB 107 to determine the fair value method éasnre compensation expense, the
appropriate assumptions to include in the fair gahodel and the transition method to use upon amtopthe impact of the adoption of
FAS 123R is not known at this time due to theséofacas well as the unknown level of share-basgthpats granted in future years. The
effect on the Company'’s results of operations @fegsing stock options using the Black-Scholes misdaiesented in the table above.

Under certain conditions, stock options gedrity the Company are eligible for acceleratedinvgstpon the retirement of the employee.
The FASB clarified in FAS 123R that the fair valfesuch stock options should be expensed based ancelerated vesting schedule or
immediately, rather than ratably over the vestiagqu stated in the grant. The Company’s pro fodisalosure above currently reflects the
expense of such options ratably over the statetihgegeriod, expensing all unvested shares upamehottirement. The SEC has recently
clarified that companies should continue to folline vesting method they have been using until adoptf FAS 123R, then apply the
accelerated vesting schedule to all subsequentsgi@those employees eligible for acceleratedingstpon retirement. Had the Company
been accounting for such stock options using tleelacated vesting schedule for those employeembiditpr accelerated vesting upon
retirement, the Company would have recognized afdit stock-based compensation expense in the girovierma of $0.05 per diluted
share for the years ended May 31, 2005, 2004 ad8.20
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Income Taxes

The Company accounts for income taxes usiagasset and liability method. This approach reguine recognition of deferred tax assets
and liabilities for the expected future tax consampes of temporary differences between the cargingunts and the tax bases of other a:
and liabilities. United States income taxes arevigigd currently on financial statement earningsai-U.S. subsidiaries that are expected to
be repatriated. The Company determines annuallgrimeunt of undistributed non-U.S. earnings to ibwadefinitely in its non-

U.S. operations. See Note 8 for further discussion.

Earnings Per Share

Basic earnings per common share is calculayatividing net income by the weighted average benof common shares outstanding
during the year. Diluted earnings per common slsacalculated by adjusting weighted average outltgnshares, assuming conversion o
potentially dilutive stock options and awards. Skete 11 for further discussion.

Management Estimate

The preparation of financial statements infoomity with generally accepted accounting prithegrequires management to make
estimates, including estimates relating to asswmptthat affect the reported amounts of assetdiaitities and disclosure of contingent
assets and liabilities at the date of financiatesteents and the reported amounts of revenues grahees during the reporting period. Actual
results could differ from these estimates.

Reclassifications

Certain prior year amounts have been red¢ladgio conform to fiscal year 2005 presentatione3e changes had no impact on previously
reported results of operations or shareholdersitgqu

Recently Issued Accounting Standar

In November 2004, the FASB issued SFAS N4, Ifmventory Costs, an amendment of ARB No. 43a@tbr 4” (FAS 151). FAS 151
clarifies that abnormal inventory costs such asscokidle facilities, excess freight and handlewsts, and wasted materials (spoilage) are
required to be recognized as current period chafiges provisions of FAS 151 are effective for tleedl year beginning June 1, 2006. The
Company is currently evaluating the provisions ABFL51 and does not expect that the adoption \&ileha material impact on the
Company’s consolidated financial position or resolt operations.

In December 2004, the FASB issued FAS 12B8Rarch 2005, the SEC issued SAB 107 regardin¢sth€ Staff's interpretation of
FAS 123R. See the Stock-Based Compensation seetibim Note 1 above for further discussion.
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Note 2—Inventories

Inventories by major classification are dtofes:

May 31,
2005 2004
(In millions)
Finished good $ 1,807.: $ 1,626.:
Work-in-progress 1.t 10.€
Raw materialt 2.5 13.c
$ 1,811.. $ 1,650..
Note 3—Property, Plant and Equipment
Property, plant and equipment includes thieviong:
May 31,
2005 2004
(In millions)
Land $ 185.¢ $ 179t
Buildings 823.¢ 813.¢
Machinery and equipme 1,528.. 1,608.¢
Leasehold improvemen 568.< 521.c
Construction in proces 73.1 60.4
3,179.: 3,183.
Less accumulated depreciati 1,573. 1,571.¢
$ 1,605.¢ $ 1,611.¢

Capitalized interest was not material forykars ended May 31, 2005, 2004 and 2003.

Note 4 —ldentifiable Intangible Assets and Goodwill:
Adoption of FAS 14z

The Company adopted FAS 142 effective Jurg®Q2. In accordance with FAS 142, goodwill anaimgible assets with indefinite lives
are not amortized but instead are measured foritmpat at least annually in the fourth quartenmbien events indicate that an impairment
exists. Intangible assets that are determined\e Hefinite lives are amortized over their usefuds.

As required by FAS 142, the Company perforimnggairment tests on goodwill and other intangémsets with indefinite lives, which
consisted only of certain trademarks, as of Jur#9Q2. As a result of the impairment tests, the Gamy recorded a $266.1 million
cumulative effect of accounting change for the yavated May 31, 2003. Under FAS 142, goodwill impeint exists if the net book value of
a reporting unit exceeds its estimated fair valiee Company estimated the fair value of its repgrtinits by using a combination of
discounted cash flow analyses and comparisonsthétimarket values of similar publicly-traded comipan

Included in the Company’s $266.1 million inmp@ent charge was a $178.5 million charge relatetthé impairment of the goodwill
associated with the Bauer NIKE Hockey (“Bauer”) &@ale Haan reporting units. These reporting urni¢sraflected in the Company’s Other
operating segment. Since the Company’s purchaBawér in 1995, the hockey equipment and appardtetmhave not grown as fast as
expected and
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the in-line skate market has contracted signifigarts a result, the Company determined that thedgall acquired at Bauer had been
impaired. The goodwill impairment at Cole Haaneefed the significantly lower fair value calculatadthe basis of reduced operating
income in the year following the September 11, 2@bdorist attacks.

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

The following table summarizes the Comparigientifiable intangible assets and goodwill baémnas of May 31, 2005 and May 31, 2(

May 31, 2005 May 31, 2004
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
(In millions)
Amortized intangible asset
Patents $ 292 $ (10.9 $ 182 ¢ 27¢ % (11.9) $ 16.C
Trademarks 54.¢ (16.9) 38.4 14.1 (11.5) 2.€
Other 21. (13.5) 7.¢ 17.C (10.6) 6.2
Total $ 105«  $ (40.9) $ 64.6 $ 50.C $ (34.9 $ 24.¢
Unamortized intangible assets —
Trademark: $ 341t $ 341t
Total $ 406.] $ 366.:
Goodwill $ 135.¢ $ 135.

Amortization expense of identifiable assetthdefinite lives, which is included in selling@administrative expense, was $9.3 million,
$12.0 million and $3.6 million for the years endédy 31, 2005, 2004, and 2003, respectively. Thienased amortization expense for
intangible assets subject to amortization for e#dhe succeeding years ending May 31, 2006 thrddigi 31, 2010 is as follows: 2006:
$9.4 million; 2007: $8.5 million; 2008: $8.0 millip 2009: $6.7 million; 2010: $5.9 million.

On August 11, 2004, the Company acquirede@ifiStarter LLC and Official Starter Properties@ I(collectively “Official Starter”). As a
result of the acquisition, $39.0 million was alltedto amortized trademarks and $4.6 million wéscated to other amortized intangible
assets. The weighted average amortization perinshésyears in total and approximately 10 yearstanee years for amortized trademarks
and other amortized intangible assets, respecti®sdg Note 15 for additional information relatedhe acquisition.
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Note 5—Accrued Liabilities

Accrued liabilities include the following:

May 31,
2005 2004
(In millions)
Compensation and benef $ 394: $ 339.(
Fair value of derivative 61.¢ 1412
Tax 96.¢ 87.t
Endorser compensatic 93.C 86.¢
Dividends payabli 65.2 52.€
Advertising and marketin 57.4 44.¢
Other(1) 215.¢ 227.%

(1) Other consists of various accrued expenses anddiadual item accounted for more than $50 mill@frthe balance at May 31, 2005
2004.
Note 6—Short-Term Borrowings and Credit Lines

Notes payable to banks and interest-beaxnguants payable to Sojitz Corporation of Americadjitz America”) as of May 31, 2005 and
2004, are summarized below:

May 31,
2005 2004
Interest Interest
Borrowings Rate Borrowings Rate
(In millions) (In millions)
Notes payable
U.S. operation: $ 37.C 0.12%®) $ 28.2 0.67%®)
Non-U.S. operation 32.¢ 6.68% 117.5 3.18%
$ 69.¢ $ 146.(
Sojitz America 53.1 3.90% 43.¢ 1.88%

(1) Weighted average interest rate includes-interest bearing overdrafi
The carrying amounts reflected in the comisdéd balance sheet for notes payable approxiraatediue due to the short maturities.

The Company purchases through Sojitz Amerétain athletic footwear, apparel and equipmeatduires from non-U.S. suppliers.
These purchases are for the Company’s operatias&ewof the U.S., Europe, Middle East, Africa daghan. Accounts payable to Sojitz
America are generally due up to 60 days after shipirof goods from the foreign port. The interes @ such accounts payable is the 60 day
London Interbank Offered Rate (“LIBOR") as of theginning of the month of the invoice date, pluss8c/

The Company had no borrowings outstandingeuitd commercial paper program at May 31, 200520G#.
The Company has a multi-year $750 millionoteing credit facility in place with a group of bemunder which no amounts were
outstanding as of May 31, 2005 and 2004. The fgaitiatures on November 20, 2008
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and can be extended for one additional year omtinésersary date. Based on the Company’s curragtierm senior unsecured debt ratings
the interest rate charged on any outstanding bangswvould be the prevailing LIBOR plus 0.18%. Theility fee is 0.07% of the total
commitment. Under this agreement, the Company masttain, among other things, certain minimum djggtifinancial ratios with which
the Company was in compliance at May 31, 2005.
Note 7—Long-Term Debt

Long-term debt includes the following:

May 31,
2005 2004
(In millions)

5.5% Corporate Bond, payable August 15, 2 $ 250.¢ $ 254.¢
4.8% Corporate Bond, payable July 9, 2 25.2 25.4
5.375% Corporate Bond, payable July 8, 2 25.7 25.5
5.66% Corporate Bond, payable July 23, 2 26.4 25.5
5.4% Corporate Bond, payable August 7, 2 15.t 14.¢
4.7% Corporate Bond, payable October 1, 2 50.C 50.C
5.15% Corporate Bonds, payable October 15, : 107.2 98.7
4.3% Japanese yen note, payable June 26, 97.2 93.2
2.6% Japanese yen note, maturing August 20, 2066Ldh November 20, 20z 66.1 67.5
2.0% Japanese yen note, maturing August 20, 2066Ldh November 20, 20z 29.t 30.1
Other 0.1 3.2

Total 693.t 689.(
Less current maturitie 6.2 6.€

$ 687.c $ 682.

The fair value of long-term debt is estimatsthg discounted cash flow analyses, based o@dngpanys incremental borrowing rates 1
similar types of borrowing arrangements. The faiue of the Company’s long-term debt, includingrent portion, is approximately
$721.2 million at May 31, 2005 and $721.4 milliarMay 31, 2004.

The Company has interest rate swap agreemdéthtshe same notional amount and maturity dasethe $250.0 million corporate bond
maturing August 15, 2006, whereby the Company vesdiixed interest payments at the same rate dsote and pays variable interest
payments based on the three-month LIBOR plus adpi&he interest rates payable on these swap agntemvere approximately 4.7% and
2.7% at May 31, 2005 and 2004, respectively.

The Company has an effective shelf registrastatement with the Securities and Exchange Cesegiom for $1 billion of debt securities.
The Company has a medium-term note program undestalf registration that allows the Company taessp to $500 million in medium-
term notes. During the year ended May 31, 200%tihare no notes issued under the medium-term motggm of the shelf registration.
During the year ended May 31, 2004, the Companeiss total of $150 million in notes under the metiterm note program of the shelf
registration. The notes have coupon rates thaerénog 4.70% to 5.15%. The maturities range fronoBer 1, 2013 to October 15, 2015. |
each of these notes, the Company has enterechiet@st rate swap agreements whereby the Compeeiyes fixed interest payments at the
same rate as the
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notes and pays variable interest payments bas#dtedhree-month or six-month LIBOR plus a spreatiswap has the same notional
amount and maturity date as the corresponding eg&tmpt for the swap for the $50 million note maagirOctober 1, 2013, which expires

October 2, 2006. At May 31, 2005, the interestsat@yable on these swap agreements range fromxapjately 3.3% to 5.3%. Currently,
$760 million remains available to be issued untershelf registration.

In June 1996, one of the Company’s Japands®diaries borrowed 10,500 million Japanese yempnivate placement with a maturity of
June 26, 2011. Interest is paid semi-annually. ddreement provides for early retirement after year

In July 1999, another of the Company’s Japarselbsidiaries assumed 13,000 million in Japaymséoans as part of its agreement to
purchase a distribution center in Japan, whicheseas collateral for the loans. These loans matuegqual quarterly installments during the
period August 20, 2001 through November 20, 202t&rést is also paid quarterly.

Amounts of long-term debt maturities in eaflhe years ending May 31, 2006 through 2010 &r2 fillion, $256.2 million,
$31.2 million, $6.2 million and $31.2 million, resgtively.
Note 8—Income Taxes
Income before income taxes and cumulativectfdf accounting change is as follows:
Year Ended May 31,

2005 2004 2003
(In millions)
Income before income taxes and cumulative effeetcobunting changt
United State: $ 755t $ 6077 $ 444
Foreign 1,104.: 842.: 678.2

$ 1,859 $ 1,450.( $ 1,123

The provision for income taxes is as follows:
Year Ended May 31,

2005 2004 2003
(In millions)
Current:
United State!
Federal $ 279.¢ $ 185. $ 125.¢
State 50.7 43.c 33.¢
Foreign 292t 266.¢ 190.(
622.¢ 495.£ 349.2
Deferred:
United State!
Federal 21.¢ 3.6 11.c
State (5.9 24 8.€
Foreign 8.E 2.7 13.¢
25.4 9.C 33.7

$ 648. $ 504./ $ 382.¢
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Deferred tax (assets) and liabilities are posed of the following:

May 31,
2005 2004
(In millions)
Deferred tax asset
Allowance for doubtful accoun $ (159 $ (139
Inventories (29.7) (28.4)
Sales return reservi (31.5) (30.9)
Deferred compensatic (89.29) (82.2)
Reserves and accrued liabiliti (20.2) (27.9)
Property, plant, and equipme (26.9) (20.9)
Foreign loss carryforwarc (28.9) (29.7)
Foreign tax credit carryforwart (34.9 (24.9)
Hedges 3.7 (49.9)
Other (22.7) (17.2
Total deferred tax asse (302.9 (323.9)
Valuation allowanct 29.1 27.1
Total deferred tax assets after valuation allows (273.9 (296.7)
Deferred tax liabilities
Undistributed earnings of foreign subsidial 130.( 95.k
Property, plant and equipme 94.¢ 93.€
Intangibles 101.€ 101.€
Hedges 4.C 5.¢
Other 13.1 8.E
Total deferred tax liabilitie 343.¢ 305.¢
Net deferred tax liabilit $ 70.3 $ 9.3

A reconciliation from the U.S. statutory fealeincome tax rate to the effective income tax fatlows:

Year Ended May 31,

2005 2004 2003
Federal income tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 1.8 2.1 2.5
Foreign earning (2.9 (0.6) (2.7)
Other, ne 0.8 (1.7 (0.7)
Effective income tax rat 34.% 34.6% 34.1%

The Company has indefinitely reinvested apipnately $535.0 million of the cumulative undistited earnings of certain foreign
subsidiaries. Such earnings would be subject to t&)&tion if repatriated to the U.S. The amountimfecognized deferred tax liability
associated with the permanently reinvested cunvelatndistributed earnings was approximately $1idilllon.
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During the quarter ending May 31, 2005 thenpany decided to repatriate $500 million of foreggmnings during the year ending
May 31, 2006 under the American Jobs Creation #het {Act”), which was signed into law by the Pre=ition October 22, 2004. The Act
creates a temporary incentive for U.S. multinati@moaporations to repatriate accumulated incomeezhoutside the U.S. by providing an
85% dividend received deduction for certain dividefrom controlled foreign corporations. The Compalected to repatriate a combination
of foreign earnings for which U.S. taxes has prasip been provided and foreign earnings that haa loesignated as permanently reinve:
Accordingly, the provisions made did not have aamat impact on the Company’s income tax expenseffective tax rate for the year.

Deferred tax assets at May 31, 2005 and 2894 reduced by a valuation allowance relatingxobtenefits of certain foreign subsidiaries
with operating losses where it is more likely timeot that the deferred tax assets will not be redliz

A benefit was recognized for foreign lossrgirwards of $13.0 million and foreign tax cred#rryforwards of $34.4 million at May 31,
2005. Such losses and foreign tax credits expifelisvs (millions):

Year Ended May 31, 2008 2009 2010 2011 2012 2013 2014 2015 Indefinite
Net Operating Losse 3.t — — — — — — — 9.t
Tax Credits — — — — — 0.€ 18.¢ 15.C —

During the years ended May 31, 2005, 200d,20903 income tax benefits attributable to emplasteek option transactions of
$63.1 million, $47.2 million, and $12.5 million,geectively, were allocated to shareholders’ equity.

Note 9—Redeemable Preferred Stocl

Sojitz America is the sole owner of the Compa authorized Redeemable Preferred Stock, $1 paevahich is redeemable at the op
of Sojitz America or the Company at par value aggtieg $0.3 million. A cumulative dividend of $0.p@r share is payable annually on
May 31 and no dividends may be declared or paithertommon stock of the Company unless dividendbeiRedeemable Preferred Stock
have been declared and paid in full. There have beechanges in the Redeemable Preferred Stobtleithtee years ended May 31, 2005. As
the holder of the Redeemable Preferred Stock,ZSAjiterica does not have general voting rights logischave the right to vote as a separate
class on the sale of all or substantially all & #ssets of the Company and its subsidiaries, eganeconsolidation, liquidation or dissolution
of the Company or on the sale or assignment oNilké&= trademark for athletic footwear sold in theitéad States.

Note 10 —Common Stock

The authorized number of shares of Class A@on Stock, no par value, and Class B Common Stackar value, are 110 million and
350 million, respectively. Each share of Class Amon Stock is convertible into one share of ClagdoBmon Stock. Voting rights of
Class B Common Stock are limited in certain circtanses with respect to the election of directors.

In 1990, the Board of Directors adopted, tredshareholders approved, the NIKE, Inc. 1990kShacentive Plan (the “1990 Plan”). The
1990 Plan provides for the issuance of up to 5anikhares of Class B Common Stock in connectiih stock options and other awards
granted under such plan. The 1990 Plan authoiiiegraint of incentive stock options, non-statuiock options, stock appreciation rights,
stock bonuses and the sale of restricted stockeXbecise price for incentive stock options maybwmtess than the fair market value of the
underlying shares on the date of grant and sulisigrdall grants vest ratably over four years argiee 10 years from the date of grant. The
exercise price for non-statutory stock optionsglst@ppreciation rights and the purchase price stficted stock may not be less than 75% of
the fair market
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value of the underlying shares on the date of gidatconsideration will be paid for stock bonusesuaed under the 1990 Plan. A committee
of the Board of Directors administers the 1990 Pldre committee has the authority to determinesthployees to whom awards will be
made, the amount of the awards, and the other t@nthgonditions of the awards. As of May 31, 20d85dommittee has granted substantially
all non-statutory stock options at 100% of fair kedrvalue on the date of grant under the 1990 Plan.

From time to time, the Company grants resdstock and unrestricted stock to key employeeeuthe 1990 Plan. The number of shi
granted to employees during the years ended Mag@®15, 2004 and 2003 were 114,000, 148,000 and9r68pectively. Recipients of
restricted shares are entitled to cash dividendg@mote their respective shares throughout thiegef restriction. The value of all of the
granted shares was established by the market @mitiee date of grant. Unearned compensation wagetidor the market value of the
restricted shares. The unearned compensationwensas a reduction of shareholders’ equity and isghbamortized ratably over the vesting
period. During the years ended May 31, 2005, 2664,2003, respectively, the Company recognized $8l®n, $2.4 million and
$2.7 million in selling and administrative expemskated to the grants, net of forfeitures.

During the years ended May 31, 2005, 200420@8, the Company also granted shares of stockrithd Long-Term Incentive Plan
(“LTIP"), adopted by the Board of Directors and epyed by shareholders in September 1997. The LTdRigles for the issuance of up to
1.0 million shares of Class B Common Stock. UnterltTIP, awards are made to certain executivelsdir thoice of either cash or stock,
based on performance targets established ovemgptiphe periods. Once performance targets are eethjeash or shares of stock are issued.
The shares are immediately vested upon grant. @lueof the shares is established by the markee pm the date of issuance. Under the
LTIP 4,000 and 8,000 shares with a price of $69u68 $54.80, respectively, were issued during tleesyended May 31, 2005 and May 31,
2004 for the plan years ended May 31, 2004 and 31a2003, respectively. No shares were issued giiia year ended May 31, 2003 as
performance targets for the plan period ended May2802 were not met. Related to the LTIP the Campacognized $22.2 million,
$18.9 million and $9.9 million of selling and adnsimative expense in the years ending May 31, 20064 and 2003, respectively, net of
forfeitures.

The following summarizes the stock optiom$actions under plans discussed above:

Weighted Average

Shares Option Price
(In thousands)

Options outstanding May 31, 20 16,44: $ 42.3]
Exercisec (1,307%) 29.5¢
Forfeited (719) 45.2:¢
Granted 5,27¢ 48.8:

Options outstanding May 31, 20 19,69¢ 44.8:
Exercisec (5,526 42.6i
Forfeited (579 47.1¢
Granted 5,21¢ 52.1¢

Options outstanding May 31, 20 18,80¢ 47 .4z
Exercisec (4,439 46.3¢
Forfeited (435) 52.6¢
Granted 5,42¢ 73.92

53




Table of Contents

NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Weighted Average

Shares Option Price
(In thousands)
Options outstanding May 31, 20 19,36( $ 54.9¢
Options exercisable at May 2
2003 9,73( $ 44 1¢
2004 8,17 45.0C
2005 7,33¢ 46.0:

The following table sets forth the exercisiegs, the number of options outstanding and egebté and the remaining contractual lives of
the Company’s stock options at May 31, 2005:

Options Outstanding

Options Exercisable

Weighted
Number of Weighted Average Number of Weighted
Options Average Contractual Life Options Average
Exercise Price Outstanding Exercise Price Remaining Exercisable Exercise Price
(In thousands) (Years) (In thousands)

$21.0(-$48.25 3,94¢ $ 38.3¢ 5.3¢€ 2,982 $ 37.0¢
48.4¢4- 48.98 4,117 48.9( 6.54 1,86( 48.8(
49.01- 52.24 4,30¢ 52.1¢ 8.0¢ 83¢ 52.0¢
52.4¢4-71.92 1,752 56.4¢ 4.11 1,64¢ 55.82
73.21-90.85 5,24: 74.0¢ 9.1¢ 14 73.44

In September 2001, the Company’s shareholfgysoved the establishment of an Employee Stocth@ge Plan (“ESPP”) under which
3.0 million shares of Class B Stock are reservedstuance to employees. The plan qualifies asaoropensatory employee stock purchase
plan under Section 423 of the Internal Revenue Clodeebruary 2003, the Company’s Board of Direstpproved a Foreign Subsidiary
ESPP under which 1.0 million shares of Class B S&re reserved for issuance to employees. Emplaeesligible to participate through
payroll deductions in amounts ranging from 1% té&o16¥ their compensation not to exceed limitatiostsait under Section 423. At the en
each sixmonth offering period, shares are purchased bpdncipants at 85% of the lower of the fair markalue at the beginning or the ¢
of the offering period. Under the ESPPs 0.3 millior8 million, and 0.2 million shares were issuedmny the years ended May 31, 2005,
2004, and 2003, respectively.
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Note 11—Earnings Per Share

The following represents a reconciliatiomfrbasic earnings per share to diluted earningsipere. Options to purchase 0.2 million sh
of common stock were outstanding at May 31, 2005wkere not included in the computation of dilueadnings per share because the
options’exercise prices were greater than the average byatike of the common shares and, therefore, teetefvould be antidilutive. Thel
were no such antidilutive options outstanding ayNa, 2004 and there were 11.7 million antidilutsleares outstanding at May 31, 2003.

Year Ended May 31,
2005 2004 2003
(In millions, except per share data’

Determination of share

Average common shares outstanc 262.¢ 263.2 264.%
Assumed conversion of dilutive stock options anduas 7.7 6.5 3.1
Diluted average common shares outstan 270.: 269.7 267.¢
Basic earnings per common share — before cumulaffeet of accounting

change $ 4.61 $ 3.5¢ $ 2.8C
Cumulative effect of accounting char — — 1.01
$ 4.61 $ 3.5¢ $ 1.7¢

Diluted earnings per common share — before cunudaffect of accounting
change $ 4.4¢ $ 3.51 $ 2.71
Cumulative effect of accounting char = = _1.0c
$ 4.4¢ $ 3.51 $ 1.77

Note 12 —Benefit Plans

The Company has a profit sharing plan avlglat most U.S.-based employees. The terms ofltreqall for annual contributions by the
Company as determined by the Board of Directorsubsidiary of the Company also has a profit shapiag available to its U.S.-based
employees. The terms of the plan call for annuatrifoutions as determined by the subsidiary’s eliegeumanagement. Contributions of
$29.1 million, $23.0 million, and $17.4 million the plans are included in selling and administeaéxpenses in the consolidated financial
statements for the years ended May 31, 2005, 20042@03, respectively. The Company has variousld&fiployee savings plans available
to U.S.-based employees. The Company matchesiarpoftemployee contributions with common stoclcash. Company contributions to
the savings plans were $20.3 million, $17.0 milliand $15.6 million for the years ended May 31,32@D04 and 2003, respectively, and are
included in selling and administrative expenses.
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Note 13— Comprehensive Income

Comprehensive income is as follows:

Year Ended May 31,

2005 2004 2003
(In millions)
Net income $ 1,211 $ 945.¢ $ 474.(

Other comprehensive income (los
Change in cumulative translation adjustment androfhet of tax benefit (expen:
of $3.9 in 2005, ($4.7) in 2004, and ($22.4) in 2( 70.1 27.5 127.¢
Changes due to cash flow hedging instruments (M@}e
Net (loss) gain on hedge derivatives (net of taxeffie of $28.7 in 2005, $33.

in 2004 and $160.8 in 200 (54.0 (72.9 (311.9
Reclassification to net income of previously defdr(gains) and losses related

to hedge derivatives (net of tax (benefit) of (8§2n 2005, ($97.8) in 2004

and ($65.6) in 2002 143.¢ 198.¢ 137.2
Other comprehensive income (lo: 159.% 153.¢ (47.3)
Total comprehensive incon $ 1,371 $ 1,099.( $ 426.7

The components of accumulated other comptheincome (loss) are as follows:
May 31,
2005 2004
(In millions)

Cumulative translation adjustment and ot $ 74.¢ $ 4.7
Net deferred loss on hedge derivati (1.4 (91.0)
$ 73.4 $  (86.9)

Note 14 —Commitments and Contingencies

The Company leases space for certain offitses, warehouses and retail stores under leagesrgy from one to twenty-nine years after
May 31, 2005. Rent expense was $232.6 million, $2@tllion and $183.2 million for the years endedys1, 2005, 2004 and 2003,
respectively. Amounts of minimum future annual atgommitments under non-cancelable operating sei@seach of the five years ending
May 31, 2006 through 2010 are $186.7 million, $65%illion, $135.3 million, $112.9 million, $97.8 Hion, respectively, and $556.3 million
in later years.

As of May 31, 2005 and 2004, the Companylatdrs of credit outstanding totaling $555.0 roitliand $551.6 million, respectively.
These letters of credit were issued primarily far purchase of inventory.

In connection with various contracts and egrents, the Company provides routine indemnificatielating to the enforceability of
intellectual property rights, coverage for legaliss that arise and other items that fall undestbee of FASB Interpretation No. 45,
“Guarantor’'s Accounting and Disclosure RequireméntsSuarantees, Including Indirect Guaranteesxdébtedness of Others”. Currently,
the Company has several such agreements in plasge\ér, based on the Company’s historical expeeemel the estimated probability of
future loss, the Company has determined that thedtue of such indemnifications is not mater@athhe Company’s financial position or
results of operations.
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In the ordinary course of its business, tben@any is involved in legal proceedings involvilantractual and employment relationships,
product liability claims, trademark rights, andariety of other matters. The Company does not belibere are any pending legal
proceedings that will have a material impact onGeenpany’s financial position or results of opesas.

Note 15— Acquisitions

In September 2003, the Company acquired £0€ept of the equity shares of Converse. Conversigs, distributes, and markets high
performance and casual athletic footwear and appélre acquisition was accounted for under the lpase method of accounting in
accordance with SFAS No. 141, “Business CombinatigfAS 141). The cash purchase price, includinguisition costs, was approximately
$310 million. The results of Converse’s operatibage been included in the consolidated financakstents since the date of the acquisition
as part of the Company'’s Other operating segment.

All assets and liabilities of Converse wanigially recorded in the Company’s Consolidateddale Sheet based on their estimated fair
values at the date of acquisition. Identifiableamgible assets and goodwill relating to the puretsgsproximated $254.8 million and
$69.1 million, respectively. Identifiable intanggbdssets include $246.2 million for trademarks tiaae an indefinite life, and $8.6 million of
other intangible assets that were amortized over months. The purchase accounting included aréeféax liability of $105.1 million
recorded for the book-tax difference in future taxsequences for the acquired identifiable indefifived intangible assets, which is the
primary reason that goodwill was also recordedhettansaction. The pro forma effect of the actjoision the combined results of operati
was not significant.

In August 2004, the Company acquired 100g@rof the equity interests in Official Starter.eTlBxeter Brands Group LLC, a wholly-
owned subsidiary of the Company, was formed soeretifter to develop the Company’s business inlretannels serving value-conscious
consumers and to operate the Official Starter lassinThe acquisition was accounted for under thehpge method of accounting in
accordance with FAS 141. The cash purchase prickiding acquisition costs net of cash acquireds $47.2 million. All assets and
liabilities of Exeter Brands Group were initiallgaorded in the Company’s Consolidated Balance S¥eesetd on their estimated fair values at
the date of acquisition. Identifiable intangibleeis related to the purchase approximated $43l®mind include $39.0 million allocated to
amortized trademarks and $4.6 million allocatedtteer amortized intangible assets. The resultsxefdt Brands Group’s operations have
been included in the consolidated financial statgmeince the date of acquisition as part of the@any’s Other operating segment. The pro
forma effect of the acquisition on the combinedihssof operations was not significant.

Note 16 —Risk Management and Derivatives

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

The Company formally documents all relatiopstbetween hedging instruments and hedged itesnseh as its risk-management
objective and strategy for undertaking hedge tratitsas. This process includes linking all derivaswto either specific assets and liabilities
the balance sheet or specific firm commitmentsooedasted transactions.

Substantially all derivatives entered intothg Company are designated as either cash fldairoralue hedges. All derivatives are
recognized on the balance sheet at their fair véJueealized gain positions are recorded as otheent assets or other non-current assets,
depending on the instrument’s maturity date. Unzedlloss positions are recorded as accrued ligsilor other non-current liabilities.
Changes in fair values of outstanding cash flongeedkerivatives that are highly effective are reedrth other comprehensive
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income, until net income is affected by the vatibof cash flows of the hedged transaction. Faiue hedges are recorded in net income
are offset by the change in fair value of the ulyileg asset or liability being hedged.

Cash Flow Hedges

The purpose of the Company’s foreign curremegging activities is to protect the Company friva risk that the eventual cash flows
resulting from transactions in foreign currencias|uding revenues, product costs, selling and adbtrative expenses, investments in
U.S. dollar-denominated available-for-sale debtuigées and intercompany transactions, includirtgricompany borrowings, will be
adversely affected by changes in exchange ratisstie Company’s policy to utilize derivativesremluce foreign exchange risks where
internal netting strategies cannot be effectivehpkyed.

Derivatives used by the Company to hedgedareurrency exchange risks are forward exchangéacts, options and cross-currency
swaps. The cross-currency swaps are used to hedggrf currency denominated payments related &wdotnpany loan agreements. There
are currently no cross-currency swaps outstandiegged transactions are denominated primarily mfuwapanese yen, Canadian dollars,
Korean won, Australian dollars, and Mexican pe3&®& Company hedges up to 100% of anticipated expsegypically twelve months in
advance but has hedged as much as 32 months incGdw&hen intercompany loans are hedged, it is@jiyifor their expected duration.

Substantially all foreign currency derivasventered into by the Company qualify for and @&sighated as foreign-currency cash flow
hedges, including those hedging foreign currenaydenated firm commitments.

Changes in fair values of outstanding casWv thedge derivatives that are highly effectivera@rded in other comprehensive income,
until net income is affected by the variabilityaish flows of the hedged transaction. In most cas®sints recorded in other comprehensive
income will be released to net income some timer difte maturity of the related derivative. The adigsited statement of income
classification of effective hedge results is thmsas that of the underlying exposure. Resultedfhs of revenue and product costs are
recorded in revenue and cost of sales, respectiwéign the underlying hedged transaction affectsmeeme. Results of hedges of selling .
administrative expense are recorded together Wikd costs when the related expense is recordsdlt®ef hedges of both anticipated sales
of U.S. dollar-denominated available-for-sale siim# and anticipated intercompany transactiongecerded in other expense, net when the
transaction occurs. Hedges of recorded balance pbsiions are recorded in other expense, neentlyrtogether with the transaction gair
loss from the hedged balance sheet position. Neigio currency transaction gains and losses, wihidhdes hedge results captured in
revenues, cost of sales, selling and administratkgense and other expense, net, were a $217i8mdks, a $304.3 million loss, and a
$180.9 million loss for the years ended May 31,2@D04, and 2003, respectively.

Premiums paid on options are initially reedis deferred charges. The Company assessesvefiests on options based on the total
flows method and records total changes in the optifair value to other comprehensive income todégree they are effective.

As of May 31, 2005, $31.0 million of deferneelt losses (net of tax) on both outstanding andired derivatives accumulated in other
comprehensive income are expected to be recla$sdfinet income during the next twelve months essalt of underlying hedged
transactions also being recorded in net incomeud@mounts ultimately reclassified to net incomedependent on the exchange rates in
effect when derivative contracts that are curreatlistanding mature. As of May 31, 2005, the maxmterm over which the Company is
hedging exposures to the variability of cash fldarsall forecasted and recorded transactions is@dths.
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The Company formally assesses, both at adiedtgception and on an ongoing basis, whethed#ivatives that are used in the hedging
transaction have been highly effective in offseftitnanges in the cash flows of hedged items andhehé&hose derivatives may be expecte
remain highly effective in future periods. Wheisitletermined that a derivative is not, or hasegas be, highly effective as a hedge, the
Company discontinues hedge accounting prospectively

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

When the Company discontinues hedge accauh#oause it is no longer probable that the fotedasansaction will occur in the
originally expected period, the gain or loss ondhdvative remains in accumulated other comprefieriscome and is reclassified to net
income when the forecasted transaction affecténaetme. However, if it is probable that a forecdstansaction will not occur by the end of
the originally specified time period or within additional two-month period of time thereafter, th@ns and losses that were accumulated in
other comprehensive loss will be recognized imntetlian net income. In all situations in which hedaccounting is discontinued and the
derivative remains outstanding, the Company withc#he derivative at its fair value on the balasbeet, recognizing future changes in the
fair value in other expense, net. Any hedge ind¢iffeness is recorded in other expense, net. Efientiss for cash flow hedges is assessed
based on forward rates.

For each of the years ended May 31, 20054 20@ 2003 the Company recorded in other expees@minsignificant loss representing
the total ineffectiveness of all derivatives. Natame for each of the years ended May 31, 2005} a6d 2003 was not materially affected
due to discontinued hedge accounting.

Fair Value Hedges

The Company is also exposed to the risk afigles in the fair value of certain fixed-rate dehtbutable to changes in interest rates.
Derivatives currently used by the Company to hatigerisk are receive-fixed, pay-variable intenege swaps.

Substantially all interest rate swap agredmare designated as fair value hedges of theetklahg-term debt and meet the shortcut
method requirements under FAS 133. Accordinglynglea in the fair values of the interest rate swggpaments are exactly offset by char
in the fair value of the underlying long-term ddkt ineffectiveness has been recorded to net ingetated to interest rate swaps designated
as fair value hedges for the years ended May 315,28004 and 2003.

As discussed in Note 7, during the year erMay 31, 2004, the Company issued a $50 millioniomaeterm note maturing October 1,
2013 and simultaneously entered into a receivedfipay-variable interest rate swap with the sant®nal amount and fixed interest rate as
the note. However, the swap expires October 2, 2006 interest rate swap is not accounted for fasr aalue hedge, accordingly changes in
the fair value of the swap are recorded to netrimeeach period as a component of other expensél meetecorded fair value of the swap
not material for the years ended May 31, 2005 &2

In fiscal 2003 the Company entered into derast rate swap agreement related to a Japanestegeminated intercompany loan with
of the Company’s Japanese subsidiaries. The Japanbsidiary pays variable interest on the inteamy loan based on 3-month LIBOR
plus a spread. Under the interest rate swap agreethe subsidiary pays fixed interest paymen& & and receives variable interest
payments based on 3-month LIBOR plus a spread lmasacdhotional amount of 8 billion Japanese yeris ifierest rate swap is not
accounted for as a fair value hedge, accordinghnghks in the fair value of the swap
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are recorded to net income each period as a compohether expense, net. The recorded fair vafubeswap was not material for the ye
ended May 31, 2005, 2004 and 2003.

The fair values of all derivatives recordedtibe consolidated balance sheet are as follows:

May 31,
2005 2004
(In millions)

Unrealized Gains

Foreign currency exchange contracts and op! $ 113.C $ 83.1

Interest rate sway 9.C 7.C
Unrealized (Losses

Foreign currency exchange contracts and op! (62.9 (144.5)

Interest rate sway 1.3 (3.9

Concentration of Credit Risl

The Company is exposed to credit-relatedel®as the event of non-performance by countermattidhedging instruments. The
counterparties to all derivative transactions asgomfinancial institutions with investment gradedit ratings. However, this does not
eliminate the Company’s exposure to credit riskwiitese institutions. This credit risk is generdilyited to the unrealized gains in such
contracts should any of these counterpartiesdgiketrform as contracted. To manage this risk, i @any has established strict counterparty
credit guidelines that are continually monitored agported to senior management according to pbestguidelines. The Company utilizes a
portfolio of financial institutions either headqtexred or operating in the same countries the Companducts its business. As a result of the
above considerations, the Company considers th@fisounterparty default to be minimal.

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

Note 17— Operating Segments and Related Informatior

Operating Segment$he Company’s operating segments are evidencesdftthicture of the Company’s internal organizatitime major
segments are defined by geographic regions foratipes participating in NIKE brand sales activiickiding NIKE Golf and Bauer NIKE
Hockey. Each NIKE brand geographic segment opemtgtominantly in one industry: the design, progiugtmarketing and selling of sports
and fitness footwear, apparel, and equipment. Tt@ér” category shown below represents activitttGae Haan Holdings Incorporated,
Bauer NIKE Hockey Inc., Hurley International LLCJWRE Golf, Converse Inc. (beginning September 4,30&nd Exeter Brands Group LI
(beginning August 11, 2004), which are considenechaterial for individual disclosure based on thgragation criteria in SFAS No. 131
“Disclosures about Segments of an Enterprise amat&Elnformation”.

Where applicable, “Corporate” represents gemacessary to reconcile to the consolidated fiahatatements, which generally include
corporate activity and corporate eliminations.

Net revenues as shown below represent sakedernal customers for each segment. Intercompargnues have been eliminated and are
immaterial for separate disclosure. The Companjuatas performance of individual operating segmbated on pre-tax income. On a
consolidated basis, this amount
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represents income before income taxes and cumalletfect of accounting change as shown in the Gmoladed Statements of Income.
Reconciling items for pre-tax income represent ooafe costs that are not allocated to the operagggents for management reporting
including corporate activity, certain currency eache rate gains and losses on transactions, ardanmipany eliminations for specific
income statement items in the Consolidated Statenwérincome.

Additions to long-lived assets as presentéldwing represent capital expenditures.

Accounts receivable, inventory and propegstsint and equipment for operating segments ardadgueviewed by management and are
therefore provided below. Certain NIKE Golf recdiles are managed by the geographic regions andessilg, are included in the geogray
region’s balances.

Year Ended May 31,

2005 2004 2003
(In millions)
Net Revenut
United State: $ 5,129.: $ 4,781.¢ $ 4,637«
Europe, Middle East and Afric 4,281.¢ 3,827.7 3,221t
Asia Pacific 1,897.: 1,610.¢ 1,340.¢
Americas 695.¢ 604.t 509.1
Other 1,735." 1,428.: 988.<
$ 13,739 $ 12,253.: $ 10,697.(
Pre-tax Income
United State: $ 1,125.¢ $ 1,007.: $ 952.¢
Europe, Middle East and Afric 917.t 744.( 522.1
Asia Pacific 399.¢ 352.c 288.¢
Americas 117.¢ 97.4 91.€
Other 153.¢ 75.2 7.9
Corporate (854.9) (826.9) (739.9

$ 1,859.¢ $ 1,450.( $ 1,123
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Additions to Lon¢lived Assets
United State:

Europe, Middle East and Afric

Asia Pacific
Americas
Other
Corporate

Depreciatior
United State:

Europe, Middle East and Afric

Asia Pacific
Americas
Other
Corporate

Accounts Receivable, n
United State!

Europe, Middle East and Afric

Asia Pacific
Americas
Other
Corporate

Inventory, ne’
United State:

Europe, Middle East and Afric

Asia Pacific
Americas
Other
Corporate

NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Year Ended May 31,

2005 2004
(In millions)
$ 54.¢ $ 30.¢
38.¢ 28.¢
22.C 19.€
6.8 5.8
31.: 25.2
103. 104.2
$ 257.] $ 214.¢
$ 49.C $ 52.1
45.2 43.€
28.2 38.t
4.0 3.9
28.t 22.2
102.2 94.¢
$ 257.2 $ 255.2
$ 627.C $ 616.¢
723.€ 724.]
335.¢ 272.¢
165.: 132.1
368.2 327.¢
42.4 46.7
$  2,262. $ 2,120.
$ 639.¢ $ 579.¢
496.5 485.7
228.¢ 163.¢
94 .4 78.2
316.2 305.5
35.2 37.4
$ 1,811.: $ 1,650.
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2003

27.1

82.2

185.¢

49.¢
38.¢
38.5

4.t
16.1
91.4

239.C

615.5
785.¢
230.¢
120.¢
289.¢

41.4

2,083.¢

640.¢
383.¢
143.%
78.1
245t
23.¢

1,514.¢
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Year Ended May 31,

2005 2004 2003
(In millions)
Property, Plant and Equipment, |
United State: $ 216.( $ 213.( $ 2155
Europe, Middle East and Afric 230.( 232.C 241.¢
Asia Pacific 380.4 379.% 386.:
Americas 15.7 12.7 11.C
Other 93.4 91.¢ 82.1
Corporate 670.% 682.¢ 684.1

$ 1,605 $ 1,611t $ 1,620.¢

Revenues by Major Product Liné®evenues to external customers for NIKE brand prtsdare attributable to sales of footwear, apparel
and equipment. Other revenues to external custopnengrily include external sales by Cole Haan htdd Incorporated, Bauer NIKE
Hockey Inc., Hurley International LLC, NIKE Golf,d@verse Inc. (beginning September 2003), and Extards Group LLC (beginning
August 2004).

Year Ended May 31,

2005 2004 2003
(In millions)
Footweal $ 7,299.° $ 6,566.: $ 5,980.¢
Apparel 3,879.¢ 3,539.: 3,125.:
Equipment 824.¢ 719.¢ 602.¢
Other 1,735. 1,428.: 988./

$ 13,739. $ 12,253. $ 10,697.(

Revenues and Long-Lived Assets by Geographic Smagraphical area information is similar to thaiwh previously under operating
segments with the exception of the Other activitiyich has been allocated to the geographical dr@sesd on the location where the sales
originated. Revenues derived in the U.S. were $628iillion, $5,781.0 million, and $5,263.8 milliofor the years ended May 31, 2005,
2004, and 2003, respectively. The Company'’s largastentrations of long-lived assets are in the Hi# Japan. Long-lived assets
attributable to operations in the U.S., which ammprised of net property, plant & equipment wer&8 million, $957.0 million, and
$945.9 million at May 31, 2005, 2004, and 2003peesively. Long-lived assets attributable to operst in Japan were $321.0 million,
$328.0 million, and $329.0 million at May 31, 20@804, and 2003, respectively.

Major CustomersDuring the year ended May 31, 2005, revenues defieen Foot Locker, Inc. represented 11 percerthefCompany’s
consolidated revenues. Sales to this customenahadied in all segments of the Company. Duringytbers ended May 31, 2004 and 2003 the
Company did not have a significant customer thabaoted for more than 10 percent of consolidatedmees.
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Iltem 9.  Changes In and Disagreements with Accountants orcAgnting and Financial Disclosure

There has been no change of accountantsnyatisagreements with accountants on any mattacajunting principles or practices or
financial statement disclosure required to be regbunder this Iltem.

Item 9A. Controls and Procedures

The Company maintains disclosure controls@mdedures that are designed to ensure that iafiwmrequired to be disclosed in the
Company’s Exchange Act reports is recorded, preckssimmarized and reported within the time pergpisified in the Securities and
Exchange Commission’s rules and forms and that srohmation is accumulated and communicated tacGbmpany’s management,
including its Chief Executive Officer and Chief Bincial Officer, as appropriate, to allow for timelgcisions regarding required disclosure
designing and evaluating the disclosure controts@ncedures, management recognizes that any t®atrd procedures, no matter how well
designed and operated, can provide only reasoaablaance of achieving the desired control objestiand management is required to apply
its judgment in evaluating the cost-benefit relasioip of possible controls and procedures.

The Company carries out a variety of on-ggngcedures, under the supervision and with theéggaation of the Compang’ managemer
including the Company’s Chief Executive Officer a@lief Financial Officer, to evaluate the effectiess of the design and operation of the
Company’s disclosure controls and procedures. BardHe foregoing, the Company’s Chief Executivéid@f and Chief Financial Officer
concluded that the Company’s disclosure controtsancedures were effective at the reasonable @sseitevel as of May 31, 2005.

Management’s report on internal control dirgancial reporting and the related attestatiororepf PricewaterhouseCoopers LLP are
included in Item 8 on pages 34-36 of this Report.

There has been no change in the Compangmialt control over financial reporting during thempany’s most recent fiscal quarter that
has materially affected, or is reasonable likelyniaterially affect, the Company’s internal contwekr financial reporting.

Item 9B.  Other Information

No disclosure is required under this Item.

PART IlI

Iltem 10. Directors and Executive Officers of the Registrs

The information required by Item 401 of Rewigin S-K regarding directors is included underetiion of Directors” in the definitive
Proxy Statement for our 2005 Annual Meeting of 8hatders and is incorporated herein by referenke.ififormation required by Item 401
of Regulation S-K regarding executive officersnisluded under “Executive Officers of the Registtamtitem 1 of this Report. The
information required by Item 405 of Regulation Sskncluded under “Section 16(a) Beneficial OwngrdReporting Compliance” in the
definitive Proxy Statement for our 2005 Annual Megtof Shareholders and is incorporated hereireligrence. The information required by
Item 406 of Regulation S-K is included under “Caddusiness Conduct and Ethics” in the definitiveXy Statement for our 2005 Annual
Meeting of Shareholders and is incorporated hdrgireference.

ltem 11.  Executive Compensatio

The information required by this Item is imdéd under “Director Compensation and Retiremesm PI'Executive Compensation” (but
excluding the Performance Graph), “Compensation @ittee Interlocks and Insider Participation” andfloyment Contracts and
Termination of Employment and Change-in-Controlalaigements” in the definitive Proxy Statement far 2005 Annual Meeting of
Shareholders and is incorporated herein by referenc
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Item 12.  Security Ownership of Certain Beneficial Owners albBnagement and Related Stockholder Mattt

The information required by this Item is imdéd under “Stock Holdings of Certain Owners anchddgement” and under “Equity
Compensation Plans” in the definitive Proxy Statetier our 2005 Annual Meeting of Shareholders snidcorporated herein by reference.
Item 13.  Certain Relationships and Related Transactions

The information required by this Item is imdéd under “Certain Transactions and Business iRe#dtips” in the definitive Proxy
Statement for our 2005 Annual Meeting of Sharehsl@ad is incorporated herein by reference.
Item 14.  Principal Accountant Fees and Servict

The information required by this Item is imdéd under “Ratification Of Independent RegistdPadlic Accounting Firm” in the definitive
Proxy Statement for our 2005 Annual Meeting of hatders and is incorporated herein by reference.

PART IV
Item 15.  Exhibits and Financial Statement Scheduls
(a) The following documents are filed as dirthis report:
Form 10-K
Page No.
1. FINANCIAL STATEMENTS:
Report of Independent Registered Public AccourfEing 35
Consolidated Statements of Income for each oftiteetyears ended May 31, 2005, May 31, 2004 and
May 31, 2002 37
Consolidated Balance Sheets at May 31, 2005 andl 38
Consolidated Statements of Cash Flows for eacheoftiree years ended May 31, 2005, May 31, 2004 and
May 31, 2002 39
Consolidated Statements of Shareholders’ Equitgémh of the three years ended May 31, 2005, May 31
2004 and May 31, 20C 40
Notes to Consolidated Financial Stateme 41
2. FINANCIAL STATEMENT SCHEDULE:
Il — Valuation and Qualifying Accoun F-1

All other schedules are omitted because #neynot applicable or the required informationhisven in the financial statements or notes
thereto.
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3. EXHIBITS:
31

32

4.1
4.2
4.3

4.4

4.5

4.6

101

10.2

10.3

104

10.5

10.6

10.7

10.8

109

10.10

Restated Articles of Incorporation, as amendedfinorated by reference to Exhibit 3.1 to the Comyfman
Quarterly Report on Form -Q for the fiscal quarter ended August 31, 19

Third Restated Bylaws, as amended (incorporatesfgyence to Exhibit 3.2 to the CompasiCurrent Report ¢
Form &K filed November 18, 2004

Restated Articles of Incorporation, as amended Esdgbit 3.1).

Third Restated Bylaws, as amended (see Exhibit

Indenture dated as of December 13, 1996 betwee@Gdhgany and Bank One Trust Company, National
Association (successor in interest to The Firsidtal Bank of Chicago), as Trustee (incorporateddgrence ti
Exhibit 4.01 to Amendment No. 1 to Registrationt&taent No. 333-15953 filed by the Company on
November 26, 1996

Form of Officers’ Certificate relating to the Commgés 5.5% Notes and form of 5.5% Note (incorporatgd
reference to Exhibits 4.2 and 4.3 of the Com|'s Current Report on Forn-K dated August 17, 2001

Form of Officers’ Certificate relating to the Commyés Fixed Rate Medium-Term Notes and the Company’s
Floating Rate Medium-Term Notes, form of Fixed Rdtde and form of Floating Rate Note (incorporéatgd
reference to Exhibits 4.2, 4.3 and 4.4 of the Camy's Current Report on Forn-K dated May 29, 2002
Credit Agreement dated as of November 20, 2003 griKE, Inc., Bank of America, N.A., individuallyna as
Agent, and the other banks party thereto (incotedray reference to Exhibit 4.3 to the Company’serly
Report on Form 1-Q for the fiscal quarter ended November 30, 20

Form of Non-statutory Stock Option Agreement fotiaps granted to non-employee directors under 891
Stock Incentive Plan (incorporated by referencExbibit 10.3 to the Company’s Current Report onnr&K
filed June 21, 2005).

Form of Indemnity Agreement entered into betweenGlmpany and each of its officers and directors
(incorporated by reference to the Company’s dédiaiproxy statement filed in connection with itsaal
meeting of shareholders held on September 21, 1

NIKE, Inc. 1990 Stock Incentive Plan (incorporabgdreference to Exhibit 10.1 to the Comp’s Quarterly
Report on Form 1-Q for the fiscal quarter ended August 31, 200

NIKE, Inc. Executive Performance Sharing Plan (mpooated by reference to the Comp’s definitive proxy
statement filed in connection with its annual negtf shareholders held on September 18, 20!

NIKE, Inc. Lon¢-Term Incentive Plan (incorporated by referencthteoCompany’s definitive proxy statement
filed in connection with its annual meeting of sdtaslders held on September 18, 200

NIKE, Inc. Deferred Compensation Plan (Amended Rerdtated effective June 1, 2004) (incorporate
reference to Exhibit 10.6 to the Company’s Annuap&t on Form 10-K for the fiscal year ended May 31
2004).*

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

Covenant Not To Compete And Non-Disclosure Agredrbetween NIKE, Inc. and Mark G. Parker dated
December 28, 2004 (incorporated by reference tolixt0.1 to the Company’s Current Report on Fori 8
filed December 30, 2004)

Employment Agreement, and Covenant Not To Compeig Mon-Disclosure Agreement between NIKE, Inc.
and Mindy F. Grossman dated September 6, 2000r(incated by reference to Exhibit 10.12 to the Comyfsa
Annual Report on Form -K for the fiscal year ended May 31, 2002

Amendment to Employment Agreement between NIKE, &md Mindy F. Grossman dated March 17, 2003
(incorporated by reference to Exhibit 10.14 to@wmmpany’s Annual Report on Form 10-K for the fisgahr
ended May 31, 2003).
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1011

10.12

10.13
10.14
10.15
10.16
121
21

23

31
32

Covenant Not to Compete and Non-Disclosure Agre¢inetwveen NIKE, Inc. and Charles D. Denson dated
December 28, 2004 (incorporated by reference tolixt0.2 to the Company’s Current Report on Fori 8
filed December 30, 2004)

Form of Non-Statutory Stock Option Agreement fotiogs granted to executives under the 1990 Stocéritive
Plan (incorporated by reference to Exhibit 10.fhie Company’s Current Report on Form 8-K filed
November 18, 2004).

Form of Long-Term Incentive Award Agreement undex Long-Term Incentive Plan (incorporated by refese
to Exhibit 10.1 to the Compa’s Current Report on Forn-K filed June 21, 2005).

Form of Restricted Stock Bonus Agreement unded 889 Stock Incentive Plan (incorporated by refeeeioc
Exhibit 10.2 to the Compa’s Current Report on Forn-K filed June 21, 2005).

Terms of Employment dated November 18, 2004 betwleeiCompany and William D. Perez (incorporated by
reference to Exhibit 10.1 to the Comp’s Current Report on Forn-K filed November 18, 2004).

Dassault Falcon 2000EX Time-Sharing Agreement daseaf March 1, 2005 between the Company and Willia
D. Perez (incorporated by reference to Exhibit 16.the Company’s Current Report on Form 8-K filed
March 16, 2005)

Computation of Ratio of Earnings to Fixed Chart

Subsidiaries of the Registra

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

Rule 13i-14(a) Certifications

Section 1350 Certification

* Management contract or compensatory plan or arraage

The exhibits filed herewith do not includete@& instruments with respect to long-term debN&KE and its subsidiaries, inasmuch as the
total amount of debt authorized under any suchiingtnt does not exceed 10% of the total asset$KiE ldnd its subsidiaries on a
consolidated basis. NIKE agrees, pursuant to It@h{t§(4)(iii) of Regulation S-K, that it will fursh a copy of any such instrument to the

SEC upon request.

Upon written request to Investor RelationKE Inc., One Bowerman Drive, Beaverton, Oregof®-6453, NIKE will furnish
shareholders with a copy of any Exhibit upon payneéi$.10 per page, which represents our reasoredglenses in furnishing Exhibits.
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SCHEDULE Il
VALUATION AND QUALIFYING ACCOUNTS

Balance at
End of
Period

Balance at Charged to Charged to Write-Offs
Beginning Costs and Other Net of
Description of Period Expenses Accounts Recoveries
(In millions)

For the year ended May 31, 2003
Allowance for doubtful accoun

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

For the year ended May 31, 2005
Allowance for doubtful accoun

$ 804 $ 2586 $ 12 $ (255
$ 8lL¢ $ 364 $ 01 $  (23))

$ 95: % 33E $ 1€ $ (509

F-1

81.¢

95.:

80.4
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation bgneice in the Registration Statements on Form33-{1324) and Form S-8 (Nos. 33-
63995, 333-63581, 333-63583, 333-68864, 333-68888,71660, 333-104822, 333-104824, and 333-11766N)KE, Inc. of our report
dated July 27, 2005 relating to the financial staets, financial statement schedule, managemesg&sament of the effectiveness of internal
control over financial reporting and the effectiesa of internal control over financial reportindjigh appears in this Form 10-K.

PRICEWATERHOUSECOOPERSLLP

Portland, Oregon
July 29, 2005
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SIGNATURES

Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, rdwstrant has duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

NIKE, INC.

By: /sIWiLLiaM D. FEREZ

William D. Perez
Chief Executive Officer and Preside

Date: July 29, 2005

Pursuant to the requirements of the Secariiichange Act of 1934, this report has been sitpedmlv by the following persons on behalf
of the registrant and in the capacities and ord#ies indicated.

Signature Title Date
Principal Executive Officer and Director:

/sl WiLLiam D. PEREZ Director, Chief Executive Officer July 29, 2005

William D. Perez and President
Principal Financial and Accounting Officer:

/s/ DoNALD W. BLAIR Chief Financial Officer July 29, 2005

Donald W. Blair

Directors:

Is/ BHiLIP H. KNIGHT Director July 29, 2005

Philip H. Knight
/sl bHN G. CONNORS Director July 29, 2005

John G. Connor
/sl L K. ConwAY Director July 29, 2005

Jill K. Conway
/s/ RaLpH D. DENuNzIO Director July 29, 2005

Ralph D. DeNunzic

/sl ALAN B. GRAF, R. Director July 29, 2005
Alan B. Graf, Jr

/s/ DELBERT J. HAYES Director July 29, 2005
Delbert J. Haye

/s/ DoucLAs G. HoUsER Director July 29, 2005
Douglas G. House
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Signature Title Date
/sl EANNE P. ACKSON Director July 29, 2005
Jeanne P. Jacksi
/sl QrRIN C. SWITH Director July 29, 2005
Orin C. Smith
/sl bHN R. THOMPSON R. Director July 29, 2005

John R. Thompson, <






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

Year Ended May 31,

EXHIBIT 12.1

2005 2004
(In millions)

Net income $ 1,211 $ 945

Income taxe: 648.2 504.¢

Cumulative effect of accounting char — —

Income before income taxes and cumulative effeetcobunting chang 1,859.¢ 1,450.(
Add fixed charge:

Interest expense(# 39.7 40.€

Interest component of leases| 77.5 68.¢

Total fixed charge 117.2 109.t

Earnings before income taxes and fixed charge $ 1,977 $ 1,559..

Ratio of earnings to total fixed charc 16.¢ 14.2

(A) Interest expense includes interest both expensg:dagritalized

2003

$  474(
382.¢
266.1

1,123.(

43.7

61.1

104.¢

$ 1,227

11.7

(B) Interest component of leases includes-third of rental expense, which approximates therggt component of operating leas

(C) Earnings before income taxes and fixed chargescsigive of capitalized interes






EXHIBIT 21

SUBSIDIARIES OF THE REGISTRANT

NIKE, Inc. has 43 wholly-owned subsidiariggf which operate in the United States, and 34ltth operate in foreign countries. All of
the subsidiaries, except for NIKE IHM, Inc., Tritnsurance, Inc., and NIKE Suzhou Sports Co. Ltdrycan the same line of business,
namely the design, marketing, distribution and sélethletic and leisure footwear, apparel, acagsspand equipment. NIKE IHM, Inc., a
Missouri corporation, manufactures plastics and@ate shoe cushioning components. Triax Insuramae, & Hawaii corporation, is a capt

insurance company that insures the Company foaicerisks. NIKE Suzhou Sports Co. Ltd., a Chinesgaoration, in addition to activities
within our line of business, manufactures footwieahe People’s Republic of China.



EXHIBIT 31

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, William D. Perez, certify that:
1. | have reviewed this annual report on Form 16fKIKE, Inc.;

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

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e) atadrial control over financial reporting (as defiie Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our supervisiol
ensure that material information relating to thgiserant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigmting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registralidslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportifiat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlteaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

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

Date: July 29, 2005

/'SI WLLIAM D. PEREZ

W LLI AM D. PEREZ
CHI EF EXECUTI VE OFFI CER



CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

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

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

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e) atedrial control over financial reporting (as define Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the registralidslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportifigat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madljeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

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

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

Date: July 29, 2005

DONALD W. BLAIR
DONALD W. BLAIR
CHIEF FINANCIAL OFFICER




EXHIBIT 32

Pursuant to 18 U.S.C. Section 1350, as createdtblydd 906 of the Sarbanes-Oxley Act of 2002, tilWing certifications are being made
to accompany the Registrant's annual report on Adnid for the fiscal year ended May 31, 2005

Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, as createdbtjdd 906 of the Sarbanes-Oxley Act of 2002, theéensigned officer of NIKE, Inc. (the
"Company") hereby certifies, to such officer's kiedge, that:

(i) the Annual Report on Form 10-K of the Compaaythe fiscal year ended May 31, 2005 (the "Repdutity complies with the
requirements of Section 13(a) or Section 15(dpmdicable, of the Securities Exchange Act of 1@&4amended; and

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

Dated: July 29, 2005 W LLI AM D. PEREZ

WIlliamD. Perez
Chi ef Executive O ficer



Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, as createdcbydd 906 of the Sarbanes-Oxley Act of 2002, th@eusigned officer of NIKE, Inc. (the
"Company") hereby certifies, to such officer's kiedge, that:

(i) the Annual Report on Form 10-K of the Compaaythe fiscal year ended May 31, 2005 (the "Repdutity complies with the
requirements of Section 13(a) or Section 15(dpmdicable, of the Securities Exchange Act of 1&&amended; and

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

Dated: July 29, 2005 DONALD W BLAIR

Donald W Blair
Chi ef Financial Oficer



