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PART |

ltem 1. Business
General

NIKE, Inc. was incorporated in 1968 under ltngs of the state of Oregon. As used in this repbe terms “we”, “us”, “NIKE” and the
“Company” refer to NIKE, Inc. and its predecesssifsidiaries and affiliates, unless the contediciaies otherwise.

Our principal business activity involves thesign, development and worldwide marketing of tgghlity footwear, apparel, equipment,
and accessory products. NIKE is the largest seflathletic footwear and athletic apparel in theldioWe sell our products to approximately
18,000 retail accounts in the United States amatyin a mix of independent distributors, licenseebsubsidiaries in approximately
140 countries around the world. Virtually all ofrqaroducts are manufactured by independent coonacVirtually all footwear products are
produced outside the United States, while appaoelycts are produced both in the United Statesabnolad.

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 consideratydasis on high quality construction and innovatiesign. Running, basketball,
children’s, cross-training and women'’s shoes aresodly our top-selling product categories and weeet them to continue to lead in product
sales in the near future. However, we also matkets designed for outdoor activities, tennis, gafcer, baseball, football, bicycling,
volleyball, wrestling, cheerleading, aquatic adi@s, hiking, and other athletic and recreatiorsaau

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

We sell a line of performance equipment urideNIKE brand name, including sport balls, tinesgis, eyewear, skates, bats, gloves, and
other equipment designed for sports activities.alge have agreements for licensees to produceddindIKE brand swimwear, women’s
sports bras, cycling apparel, children’s clothipgsters, school supplies, timepieces, and electroedia devices. We also sell small amounts
of various plastic products to other manufactutiersugh our wholly-owned subsidiary, NIKE IHM, Inc.

We sell a line of dress and casual footwedraccessories for men, women and children uneéebridind name Cole Haan® through our
wholly-owned subsidiary, Cole Haan Holdings, Iteadquartered in Yarmouth, Maine.

Our wholly-owned subsidiary, Bauer NIKE HogKac., headquartered in Greenland, New Hampshiemufactures and distributes ice
skates, skate blades, in-line roller skates, ptiveegear, hockey sticks, and hockey jerseys andssories under the Bauer® and NIKE®
brand names. Bauer also offers a full selectioprofiucts for street, roller and field hockey.

In April 2002, we acquired Hurley Internatiii.LC, headquartered in Costa Mesa, Californiaicivldesigns and distributes a line of
action sports apparel (for surfing, skateboardamgl snowboarding) and youth lifestyle apparel utidemHurley brand name.
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Sales and Marketing

The table below shows certain informationareigng NIKE'’s United States and international (idss.) revenues for the last three fiscal
years.

FY02 vs. FYO1 vs.
Fiscal Fiscal FYO1l Fiscal FY00
May 31, 2002 2001 % CHG 2000 % CHG
(In millions)
USA Region
Footweat $3,185.( $3,208.¢ (0.9% $3,351.: 4.2%
Apparel 1,305.¢ 1,260.: 3.6% 1,154. 9.2%
Equipment and othe 425.7 349.¢ 21.7% 226.5 54.2%
Total USA 4,916.( 4,819.( 2.C% 4,732.. 1.€%
Europe, Middle East and Africa (EMEA) Regi
Footweait 1,551.¢ 1,422.¢ 9.1% 1,309. 8.7%
Apparel 989.t 976.< 1.4% 933.¢ 4.5%
Equipment and othe 190.2 185.% 2.4% 163.7 13.2%
Total EMEA 2,731t 2,584.¢ 5.7% 2,407 .( 7.4%
Asia Pacific Regiol
Footweat 657.7 632.¢ 4.C% 557.( 13.5%
Apparel 431.C 374.¢ 15.(% 321.( 16.8%
Equipment and othe 123.C 102.¢ 19.€% 77.1 33.2%
Total Asia Pacific 1,211.° 1,110.( 9.2% 955.1 16.2%
Americas Regiol
Footweal 359.2 355.2 1.1% 343.¢ 3.2%
Apparel 167.1 152.2 9.8% 137.7 10.5%
Equipment and othe 41.¢ 31.7 31.9% 12.t 153.€%
Total Americas 568.1 539.1 5.4% 494.1 9.1%
Total NIKE branc 9,427.: 9,052.¢ 4.1% 8,588.! 5.4%
Other brand: 465.7 435.¢ 6.8% 406.¢ 7.2%
Total Revenue $9,893.( $9,488.¢ 4.2% $8,995.: 5.5%
| | | | I

Financial information about geographic anghsent operations appears in Note 16 of the coraelitifinancial statements on page 51.

We experience moderate fluctuations in agapegales volume during the year. However, theahproduct sales may vary considerably
from time to time as a result of changes in sedsomigeographic demand for particular types ofi@ar, apparel, and equipment.

Because NIKE is a consumer products compteyrelative popularity of various sports and f#seactivities and changing design trends
affect the demand for our products. We must theeefespond to trends and shifts in consumer prefexeby adjusting the mix of existing
product offerings, developing new products, styed categories, and influencing sports and fitpesterences through aggressive marke
This is a continuing risk. Failure to timely ancegdately respond could have a material adversetaffeour sales and profitability.
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United States Market

During fiscal 2002, sales in the United Statecounted for approximately 53 percent of taaénues, compared to 54 percent in fiscal
2001 and 56 percent in fiscal 2000. We sell to apprately 18,000 retail accounts in the United &afhe NIKE brand domestic retail
account base includes a mix of footwear storestisgogoods stores, athletic specialty stores, dapt stores, skate, tennis and golf shops,
and other retail accounts. During fiscal year 2@02,three largest customers accounted for apprateiyn 28 percent of NIKE brand sales in
the United States, and 26 percent of total saléisarnited States.

We make substantial use of our “futures” ardgprogram, which allows retailers to order fieesix months in advance of delivery with
the guarantee that 90 percent of their ordersheiltielivered within a set time period at a fixegrIn fiscal year 2002, 92 percent of our
U.S. footwear shipments (excluding Cole Haan, Bamner Hurley) were made under the futures programpared to 86 percent in fiscal
2001 and 90 percent in fiscal 2000. In fiscal 2002percent of our U.S. apparel shipments were raader the futures program, compare
78 percent in fiscal 2001, and 82 percent in 2000.

We utilize 18 NIKE sales offices to solicitlss in the United States. We also utilize 15 irthejent sales representatives to sell specialty
products for golf, cycling, water sports and outdactivities. In addition, we operate the followirggail outlets in the United States:

Retail Stores Number

NIKE factory stores (which carry primarily-grade and close-out

merchandise 78
NIKE stores (including NIKE Goddess Stor 4
NIKETOWNSs (designed to showcase NIKE produ 13
Employet-only stores 4
Cole Haan stores (including factory and employeees) 61

Total 16C

|

NIKE’s domestic distribution centers for fa@ar are located in Beaverton, Oregon, Wilsonvlleggon, Memphis, Tennessee, and
Greenland, New Hampshire. Apparel products arepghifrom our Memphis distribution center. Cole Héawtwear and Bauer NIKE
Hockey products are distributed primarily from Grieed, New Hampshire, and Hurley products are gtdgpom Costa Mesa, California.

International Markets

We currently market our products in approxiehal40 countries outside of the United Statesubh independent distributors, licensees,
subsidiaries and branch offices. Non-U.S. saleswatted for 47 percent of total revenues in fis€12 compared to 46 percent in fiscal 2001
and 44 percent in fiscal 2000. We operate 19 Oistion centers in Europe, Asia, Australia, Latin énoa, and Canada, and also distribute
through independent distributors and licenseese¥®tienate that our products are sold through mae 89,000 retail accounts outside the
United States. In many countries and regions, @iolyJapan, Canada, Asia, Latin America, and Eyrapehave a futures ordering program
for retailers similar to the United States futupesgram described above. NIKE’s three largest custs outside of the U.S. accounted for
approximately 9 percent of non-U.S. sales.

We operate 162 retail outlets outside thadghStates, which are comprised of NIKETOWNS, factiores, employee stores, and Cole
Haan stores.

International branch offices and subsidiagEBIKE are located in Argentina, Australia, AuafrBelgium, Brazil, Canada, Chile, Croatia,
Czech Republic, Denmark, Finland, France, Germeoyg Kong, Hungary, Indonesia, India, Ireland, ésrétaly, Japan, Korea, Malaysia,
Mexico, New Zealand, The Netherlands, Norway, Peopepublic of China, The Philippines, Poland, iyat, Singapore, Slovakia,
Slovenia, South Africa, Spain, Sweden, Switzerldralywan, Thailand, Turkey, the United Kingdom, afidtnam.
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Significant Customers

Foot Locker, Inc., which operates a chairetdil stores specializing in athletic footwear amparel, accounted for approximately 11
percent of global net sales of NIKE brand produdcisng fiscal 2002. No other customer accountedLfbpercent or more of our net sales
during fiscal 2002.

Orders

As of May 31, 2002, our worldwide futures erslfor NIKE brand athletic footwear and apparédled $4.6 billion, compared to
$4.4 billion as of May 31, 2001. These orders ateduled for delivery from June through Novembe2@d2. Based upon historical data, we
expect that approximately 95 percent of these srddt be filled in that time period, although tbeders may be cancelable.

Product Research and Development

We believe that our research and developefoitts are a key factor in our past and futurecess. Technical innovation in the design of
footwear, apparel, and athletic equipment recedrdginoued emphasis as NIKE strives to produce prisdihat reduce or eliminate 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
wear-test and evaluate products during the desidgrdavelopment process.

Manufacturing

In fiscal 2002, approximately 5 percent datdNIKE brand apparel production for sale to thateld States market was manufactured in
the United States by independent contract manufastumost of which are located in the southertesta he remainder was manufactured by
independent contractors located in 28 countriesstMbthis apparel production occurred in Banglad@sailgaria, China, Hong Kong, India,
Indonesia, Malaysia, Mexico, Pakistan, The Philygsi Sri Lanka, Taiwan, Thailand, and Turkey. Sarasilly all of our apparel production
for sale to the international market was manufactwutside the U.S. Our largest single apparell@rpccounted for approximately 8
percent of total fiscal 2002 apparel production.

Virtually all of our footwear is produced sige of the United States. In fiscal 2002, contsagdpliers in the following countries
manufactured the following percentages of total Blibtand footwear:

Country Percent
Peopl¢s Republic of Chini 38
Indonesie 30
Vietham 15
Thailand 14
Italy 1
Taiwan 1
South Koree 1

We also have manufacturing agreements with indegrgrfectories in Argentina, Brazil, India, Mexic@uth Africa, and Zimbabwe, to
manufacture footwear for sale within those coustri@ur largest single footwear supplier accountedpproximately 6 percent of total fiscal
2002 footwear production.

The principal materials used in our footwearducts are natural and synthetic rubber, plastiepounds, foam cushioning materials,
nylon, leather, canvas, and polyurethane films wsadake AIR-SOLE cushioning components. NIKE IHKK., a wholly-owned subsidiary
of NIKE, is our sole supplier of the AIR-SOLE cushing components used in footwear. The principaknigs used in our
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apparel products are natural and synthetic falamckthreads, plastic and metal hardware, and dgedaerformance fabrics designed to
repel rain, retain heat, or efficiently transpastlip moisture. NIKE and its contractors and suppllary raw materials in bulk. Most raw
materials are available in the countries where rfeanturing takes place. We have thus far experietitéddifficulty in satisfying our raw
material requirements.

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

All of our products manufactured overseasiambrted into the United States and other cousiie subject to customs duties collected
by customs authorities. Customs information suladitiy us is routinely subject to review by cust@uathorities. We are unable to predict
whether additional customs duties, quotas or atb&rictions may be imposed on the importationwfgroducts in the future. The enactment
of any such duties, quotas or restrictions cousdilten increases in the cost of our products gatlyeand might adversely affect the sales or
profitability of NIKE and the imported footwear aagparel industry as a whole.

Since 1972, Nissho Iwai American Corpora{{tMlAC"), a subsidiary of Nissho Ilwai Corporatioa,large Japanese trading company, has
performed significant import-export financing sees for us. Currently, NIAC provides such financgsgvices with respect to at least 80
percent of the NIKE products sold outside of thet&thStates, Europe and Japan. Any failure of Nt&@rovide these services could disrupt
our ability to acquire products from our suppliarsl to deliver products to our customers outsidh®United States, Europe and Japan. !

a disruption could result in cancelled orders thatild adversely affect sales and profitability. Hoser, we believe that any such disruption
would be short term in duration due to the readsilatility of alternative sources of financing anepetitive rates. Our current agreements
with NIAC expire on May 31, 2003.

Trade Legislation

Our non-U.S. operations are subject to thmlussks of doing business abroad, such as thesitipn of import quotas or anti-dumping
duties. In 1994, the European Union (“EU”) Comnassimposed quotas on certain types of footwear fisatwred in China. These quotas
replaced national quotas that had previously beeffect in several Member States. Footwear dedifmreuse in sporting activities, meeting
certain technical criteria and having a CIF (cosurance and freight) price above 9 euros (“Spdaahnology Athletic Footwear” or
“STAF"), is excluded from the quotas. As a result of the BBAclusion, and the amount of quota made availables, the quotas have not
date, had a material effect on our business.

In 1995, the EU Commission, at the requesiwbpean footwear manufacturers, initiated twa-dninping investigations covering
footwear imported from the People’s Republic of@Zhilndonesia and Thailand. As a result, in 19@7Gbmmission imposed definitive anti-
dumping duties on certain textile upper footweagpamed from China and Indonesia. In 1998, the Cossimn imposed definitive anti-
dumping duties on certain synthetic and leatheeufgotwear originating in China, Indonesia and ilémal. In the case of textile upper
footwear, the anti-dumping duties do not cover gpfmotwear. In the case of synthetic and leatippeunfootwear, the anti-dumping duties do
not cover footwear meeting the STAF technical dateor footwear with a CIF price above 5.7 eusthe antidumping duties for synthet
and leather uppers only affect some low cost foatyese measures have no impact for us. Whilexbleisions are subject to some
interpretation by customs authorities, we belidat most of our footwear sourced in the target ttesfor sale in the EU fits within the
exclusions. We have also shifted the productiothege types
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of footwear to other countries. Accordingly, thaiatumping duties have not had a material effecbonbusiness. The EU Commission has
announced the impending expiration of these amijalng cases, subject to possible review requestiéizuropean footwear manufacturers.
Such reviews may result in the renewal of the duatirping regulations.

The EU Commission in June 2000 issued an dment to the explanatory notes to the EU’s custoomsenclature (“CN”). The
amendment, which is not legally binding, interpisasne of the technical criteria for the STAF exitlnsand the footwear types that can be
classified as for use in sporting activity. The adment restricts somewhat the scope of the STARisxn from the quotas and also the
sports footwear exclusions from the two EU anti-gimg measures. To date, the large majority of oatviear models fall within the
exclusions provided for under the CN. Our innovafiwotwear designs may stretch the traditional eptsof athletic or sports footwear
reflected in the technical criteria. We anticiptitet the majority of these new designs will falthif the exclusions. NIKE is an active
participant in discussions to revise the techniciéria to reflect technologically advanced design

If the EU trade measures become substantiadiye restrictive we would consider shifting theguction of such footwear to other
countries in order to maintain competitive pricikige believe that we are prepared to deal effegtiwéth any such change of circumstances
and that any adverse impact would be of a temparamyre. We continue to closely monitor internagiaorstrictions and maintain our multi-
country sourcing strategy and contingency plansbéleve that our major competitors stand in minghdame position regarding these trade
measures.

We currently source footwear and apparel petgifrom factories in Vietnam. In July 2000, theited States and Vietnam signed an
historic, comprehensive bilateral trade agreemehich, among other things, provides reciprocal,-d@triminatory Normal Trade Relations
(“NTR”) between the two countries. In SeptemberPd8at agreement was approved by Congress anddtied by the Viethamese
National Assembly. Once approved, the United Stgtasted an annual extension of NTR to Vietham.&jrmdirrent U.S. law, the Preside
must renew this grant annually with the opportufdtyreview by the Congress. In June 2002, PresiBlash renewed NTR for Vietnam for
an additional year and in July 2002, the Congrapparted the President’s decision. We currentljelbelthat, absent unforeseen
circumstances, the President will continue his aheutensions of NTR to Vietham and that Congreiissupport the President’s decisions.
Ongoing NTR trading status for Vietnam will allow to expand our production and marketing opporiesin Vietnam and allow for
Vietnamese-sourced product to enter the UniteceS&itNTR tariff rates.

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 diversifiexb lof athletic and leisure shoes, apparel angewnt, including Reebok, Adidas and
others. The intense competition and the rapid chsuingtechnology and consumer preferences in thiketsafor athletic and leisure footwear
and apparel, and athletic equipment, constituteifségnt risk factors in our operations.

NIKE is the largest seller of athletic fooveand athletic apparel in the world. Performarna reliability of shoes, apparel, and
equipment, new product development, price, proatlesttity through marketing and promotion, and costosupport and service are
important aspects of competition in the athletiotfeear, apparel and equipment industry. To helgketasur products, we contract with
prominent and influential athletes, coaches, teawiteges, and sports leagues to endorse our beartlase our products, and we actively
sponsor sporting events and clinics. We believewlesare competitive in all of these areas.
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Trademarks and Patents

We utilize trademarks on nearly all of ouoghucts and believe that having distinctive marled #re readily identifiable is an important
factor in creating a market for our goods, in idfgirtg the Company, and in distinguishing our goéasn the goods of others. We consider
our NIKE® and Swoosh Design® trademarks to be anmngnost valuable assets and we have registeese thademarks in over
100 countries. In addition, we own many other tradiks which we utilize in marketing our productse Wontinue 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 cditgre to use certain types of like
technology. Subsequent NIKE AIR patents will nopies for several years. We also have a number s covering components and
features used in various athletic and leisure shdfesbelieve that our success depends primarily gidls in design, research and
development, production and marketing rather th@mwur patent position. However, we have followgublicy of filing applications for
United States and foreign patents on inventionsigte and improvements that we deem valuable.

Employees

We had approximately 22,700 employees at May 3022Management considers its relationship with eyges to be excellent. With t
exception of Bauer NIKE Hockey Inc., our employaes not represented by a union. Of Bauer NIKE HgskBorth American employees,
approximately 65 percent, or fewer than 450, axeed by three union collective bargaining agredsesith three separate bargaining units,
and all of Bauer NIKE Hockey’s approximately 15(Ammigrant employees in Italy are covered by thorekective bargaining agreements.
The collective bargaining agreements expire orowaridates from 2002 through 2003. There has nexar & material interruption of
operations due to labor disagreements.

Executive Officers of the Registrant
The executive officers of NIKE as of July 2802 are as follows:

Philip H. Knight,Chief Executive Officer, Chairman of the Board, d&rdsident — Mr. Knight, 64, a director since 196& co-founder
of NIKE and, except for the period from June 198®tgh September 1984, served as its President¥8@8 to 1990, and from June 2000 to
present. Prior to 1968, Mr. Knight was a certiffirtblic accountant with Price Waterhouse and Coofdrgbrand and was an Assistant
Professor of Business Administration at PortlaratésUniversity.

Donald W. Blair,Vice President and Chief Financial Officer — MraB| 44, 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 Seniice President, Finance of The Pepsi Bottling@xdnc. Prior to joining Pepsico,
Mr. Blair was a certified public accountant with|Bite, Haskins, and Sells.

Thomas E. ClarkeRresident of New Ventures — Dr. Clarke, 51, a doesince 1994, joined the Company in 1980. He aygsointed
divisional Vice President in charge of marketind 887, elected corporate Vice President in 1988¢&ped 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.

Charles D. DensorRresident of the NIKE Brand — Mr. Denson, 46, hasrbemployed by NIKE since February 1979. Mr. Derfsald
several positions within the Company, includingdpgointments as Director of USA Apparel Salesdf4l divisional Vice President, US
Sales in 1994, divisional Vice President Europealessin 1997, divisional Vice President and Genklahager, NIKE Europe in 1998, Vice
President and General Manager of NIKE USA in Ju02 and President of the NIKE Brand in March 2001.
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Gary M. DeStefand?resident of USA Operations — Mr. DeStefano, 45, theen employed by NIKE since 1982, with primary
responsibilities in sales and regional administratMr. DeStefano was appointed Director of DonteStles in 1990, divisional Vice
President in charge of domestic sales in 1992, President of Global Sales in 1996, Vice Presid@t General Manager of Asia Pacific in
March 1997, and President of USA Operations in M&@01.

Mindy F. Grossmaryice President of Global Apparel Ms. Grossman, 44, joined NIKE in October 2000. Ptiojoining NIKE, she wa
President and Chief Executive Officer of Polo Jeaampany/ 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@8dlto 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.

P. Eunan McLaughlinyice President, Asia Pacific — Mr. McLaughlin, 4dined NIKE as Vice President, Sales, NIKE Eurape i
February 1999, was appointed Vice President Comaieales and Retail in February 2000, and becaioe Rresident, Asia Pacific in June
2001. Prior to joining NIKE, he was Partner andé/Rresident of Consumer & Retail Practices Diviskborn/ Ferry International from 1996
to 1999. From 1985 to 1996 Mr. McLaughlin held tbkowing positions with Mars, Inc.: Finance Direct Sales Director, and Managing
Director of Germany Drink Division; Operations Diter of Pedigree Pet Foods; and European Sales e¥lag Director. Mr. McLaughlin
also worked for Reynolds McCarron (formerly ErnsY&ung) in Ireland.

D. Scott OlivetVice President, NIKE Subsidiaries and New Busirigsgelopment — Mr Olivet, 40, joined NIKE in Auguad01. Prior
to joining NIKE, he was a Senior Vice PresidenGaip Inc., responsible for real estate, store desige construction across Gap, Banana
Republic, and Old Navy brands from 1998 to 200iorRo that, Mr. Olivet was employed by Bain & Coamy, an international strategic
consulting firm from 1984 to 1998 (a Partner fro893 to 1998). In addition to direct client work, Mdlivet was the leader of the firm’s
worldwide practice in organizational effectivenassl change management.

Mark G. ParkerPresident of the NIKE Brand — Mr. Parker, 45, hasrbemployed by NIKE since 1979 with primary regoifities in
product research, design and development. Mr. Parle appointed divisional Vice President in chasfjdevelopment in 1987, corporate
Vice President in 1989, General Manager in 1998¢\Rresident of Global Footwear in 1998, and Peasidf the NIKE Brand in March
2001.

Eric D. SprunkyVice President, Global Footwear — Mr. Sprunk, 8n¢d the Company in 1993. He was appointed FinBiieetor and
General Manager of the Americas in 1994, Financeddar, NIKE Europe in 1995, Regional General MaradlIKE Europe Footwear in
1998, and Vice President & General Manager of threeAcas in 2000. Mr. Sprunk was appointed corpovite President, Global Footwear
in June 2001.

Lindsay D. Stewartyice President and Chief of Staff, and Assistardr&mary — Mr. Stewart, 55, joined NIKE as Assist@uatrporate
Counsel in 1981. Mr. Stewart became Corporate Gaund983. He was appointed Vice President ande@ediCounsel in 1991, and Chief
Staff in March 2001. Prior to joining NIKE, Mr. Start was in private practice and an attorney fooi@ia-Pacific Corporation.

Frits D. van Paasschew,ice President and General Manager, NIKE Europe +-\dn Paasschen, 42, has been employed by NIKE sin
1997. He served as Vice President, Strategic Rignaind was appointed Vice President and Generablykr, The Americas and Africa in
1998, and corporate Vice President and General yanalIKE Europe in 2000. Mr. van Paasschen wasédly Vice President, Finance &
Planning, Disney Consumer Products, The Walt Disdempany.

Roland P. Wolframyice President, Global Operations & Technology — Miolfram, 42, joined NIKE as Vice President, Stgit
Planning in November 1998, and was appointed ViesiBent, Global Operations & Technology in Feby(2002. Prior to NIKE,
Mr. Wolfram was Vice President and General Managétacific Bell Video Services. From 1992 to 19%3wnas director of the desktop
products group for Compression Labs, Inc.
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ltem 2.  Properties

Following is a summary of principal propest@wvned or leased by NIKE. Our leases expire abuardates through the year 2017.

U.S. Administrative Offices: Distribution Facilities:
Beaverton, Oregon (10 locations) — 9 leased Greenland, New Hampshire — leased
Memphis, Tennessee (2 locations) — 1 leased Wilsonville, Oregon
Yarmouth, Maine Forest Park, Georgia
Charlotte, North Carolina — leased Memphis, Tennessee (2 locations) — 1 leased
Greenland, New Hampshire — leased Costa Mesa, California — leased
Costa Mesa, California — leased Europe (5 locations) — 4 leased
International Administrative Offices: Asia Pacific (11 locations) — 9 leased
Europe (23 locations) — leased Canada (2 locations) — leased
Africa (1 location) — leased Latin America (2 locations) — leased
Asia Pacific (16 locations) — leased International Production Offices:
Canada (2 locations) — leased Europe (3 locations) — leased
Latin America (2 locations) — leased Latin America (2 locations) — leased
Sales Offices and Showrooms: Asia Pacific (24 locations) — leased
United States (22 locations) — leased Manufacturing Facilities:
Europe (63 locations) — leased United States (3 locations) — 1 leased
Africa (1 location) — leased Canada (3 locations) — 2 leased
Asia Pacific (24 locations) — leased Europe (2 locations) — leased
Canada (3 locations) — leased Asia Pacific (1 location)
Latin America (2 locations) — leased Retail Outlets:

United States (160 locations) — 157 leased
Europe (40 locations) — leased

Asia Pacific (99 locations) — leased

Latin America (16 locations) — leased
Canada (7 location— leasec

Item 3. Legal Proceedings

Except as described below, there are no matenalipg legal proceedings, other than ordinary raulitigation incidental to our busine:
to which we are a party or of which any of our prdp is the subject.

The Company and certain of its officers amdalors were named as defendants in four subathnitientical securities class actions filed
in the U.S. District Court for the District of Oreg on March 9, 14, 20, and April 4, 2001. On JuBy 2001, the cases were consolidated as In
re NIKE, Inc. Securities Litigation, CV-01-332-Kh& consolidated amended complaint sought unspealfienages on behalf of a purported
class consisting of purchasers of the Companytkstiaring the period December 20, 2000 through keatyr26, 2001. Plaintiffs allege that
the defendants made false and misleading staterabatg the Company’s actual and expected busimesfrancial performance in violation
of federal securities laws. Plaintiffs further gkethat certain individual defendants sold Compgtogk while in possession of material non-
public information. In January 2002, the Court dssed this action with leave to amend. On Febr@ar2002, plaintiffs filed an amended
complaint extending the purported class perioditie 29, 2000 through February 26, 2001 and conigithie same allegations. Based on the
available information we do not currently anticgp#tat the action will have a material financiapaat. We believe the claims are without
merit, and we intend to vigorously defend agaihst.

A related shareholder derivative lawsuit, iMet v. Denunzio, et al., 0104-04339, was filedhe Multnomah County Circuit Court of the
State of Oregon on April 26, 2001. The state déikeasuit was brought by certain Company sharehs|dslegedly on behalf of the
Company, against certain directors and officersiefCompany. The derivative plaintiffs allege tthegse officers and directors breached their
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fiduciary duties to the Company by making or cagsmbe made alleged misstatements about the Cofispactual and expected financial
performance while certain officers and directorsl €bompany stock and by allowing the Company teled in the shareholder class action.
The derivative plaintiffs seek compensatory anégtpttamages, and disgorgement of compensation eztedn July 25, 2001, the Court
entered a stipulation and order abating the actigit further notice.

Another related shareholder derivative latydténdman v. Knight, et al., CV-01-1153-AS, wdsdiin the U.S. District Court for the
District of Oregon on July 26, 2001. The federaiwiive suit is not materially different from tis¢ate derivative action. It alleges
substantially similar causes of action and seekstantially similar remedies. The federal derivataction was served on the Company and
the individual defendants on December 13, 2001veamlalso stayed pending the outcome of In re NIKE, Securities Litigation on
December 13, 2001.

In accordance with the Company’s Articledraforporation and Bylaws, and in accordance witteimnity agreements between the
Company and the directors and officers named irmbiove legal actions, the Company has agreed @indy these individuals and assume
their defense in the actions.

The Company and certain of its officers weaened as defendants in an lawsuit, Kasky v. NIKE, &t al., No. 994446, filed in 1998 in
San Francisco County Superior Court. Plaintiff lgiotithe action under the California Business aradéBsions Code alleging that statements
made by the Company in response to criticism aladnar practices in factories making its productsesalse or misleading. Plaintiff seeks
injunctive relief and restitution of profits earnedm the alleged violations of the California Cod&e claims were dismissed by the Superior
Court, with the court concluding that the allegttements, if made, were protected speech as pangpublic debate under the First
Amendment to the United States Constitution. Pifaiappealed the Superior Court ruling to the QGatifia Court of Appeals, which court
affirmed the ruling of the lower court. Plaintifbsght review in the California Supreme Court, which May 2, 2002, overturned the lower
court rulings by a four to three vote. The CalifarBupreme Court made no ruling on the merits ahpiff’ s contention that the Company t
made false or misleading statements, but concltltitdhe alleged statements were commercial spagatimot entitled to the full protection
the First Amendment of the United States ConstitutThe Company filed a petition for rehearing lbefine California Supreme Court, wh
was denied on July 31, 2002. The case has beemdeido the lower California state courts for fartbroceedings. We have announced our
intention to seek review by the United States Smer€ourt and have engaged additional counsel &rsiecific purpose. Since the litigation
is in a preliminary stage, we do not currently eiptite that the action will have a material finah@npact. We believe that the claims are
without merit and we intend to vigorously defendiagt them.

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

No matter was submitted during the fourthrtgreof the 2002 fiscal year to a vote of secuniyders, through the solicitation of proxies or
otherwise.

PART Il
ltem 5. Market for Registrant’'s Common Equity and RelatedoSkholder Matters

NIKE’s Class B Common Stock is listed on N@w York Stock Exchange and the Pacific Stock Ergesand trades under the symbol
NKE. At July 25, 2002, there were approximately20®, holders of record of our Class B Common Stouk26 holders of record of o
Class A Common Stock. These figures do not incheteeficial owners who hold shares in nominee narhe.Class A Common Stock is not
publicly traded but each share is convertible ummuest of the holder into one share of Class Bi@omStock.

We refer to the table entitled “Selected @erdy Financial Data” in Iltem 6, which lists, fdra 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 2002 and 2001 fiscal years.
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ltem 6. Selected Financial Data

Year Ended May 31,
Revenues
Gross margir
Gross margin %
Restructuring charge, net
Income before accounting change
Cumulative effect of change in accounting princi
Net income
Basic earnings per common share:
Income before accounting chan
Cumulative effect of change in accounting
principle
Net income
Diluted earnings per common share:
Income before accounting change
Cumulative effect of change in accounting
principle
Net income
Average common shares outstanding
Diluted average common shares outstans
Cash dividends declared per common share
Cash flow from operations
Price range of common sto
High
Low
At May 31,
Cash and equivalents
Inventories
Working capital
Total assets
Long-term debt
Redeemable Preferred Stc
Shareholders’ equity
Year-end stock price
Market capitalization
Financial Ratios:
Return on equity
Return on assets
Inventory turns
Current ratio at May 31
Price/ Earnings ratio at May 31
(Diluted)
Geographic Revenues:
United States
Europe
Asia/ Pacific
Americas (exclusive of United States)

Total Revenues

Financial History

2002 2001 2000 1999 1998 1997 1996 1995 1994 1993 9921
(In millions, except per share data, financial ratos and number of shareholders)
$9,893.( $9,488.( $ 8995.. $8,776.¢ $ 9,553.0 $ 9,186.% $ 6,470.¢ $4,760.¢ $3,789." $3,931.( $3,405.0
3,888.: 3,703.¢ 3,591.: 3,283.¢ 3,487.¢ 3,683.t 2,563.¢ 1,895.¢ 1,488.. 1,544.( 1,316.:
39.2% 39.(% 39.9% 37.%% 36.5% 40.1% 39.6% 39.6% 39.2% 39.2% 38.7%
— 0.1 (2.5) 45.1 129.¢ — — — — — —
668.: 589.7 579.1 451.¢ 399.¢ 795.¢ 553.2 399.7 298.¢ 365.( 329.2
5.C — — — — — — — — — —
663.: 589.7 579.1 451.¢ 399.¢ 795.¢ 553.2 399.7 298.¢ 365.( 329.2
2.5C 2.1¢ 2.1C 1.5¢ 1.3¢ 2.7€ 1.9z 1.3¢ 1.0C 1.2C 1.0¢
0.0z — — — — — — — — — —
2.4¢ 2.1¢ 2.1C 1.5¢ 1.3¢ 2.7¢ 1.9z 1.3¢ 1.0C 1.2C 1.0¢
2.4¢ 2.1¢€ 2.07 1.57 1.3t 2.6¢ 1.8¢ 1.3¢€ 0.9¢ 1.1¢€ 1.07
0.0z — — — — — — — — — —
2.44 2.1¢ 2.07 1.57 1.3¢ 2.6€ 1.8¢ 1.3¢€ 0.9¢ 1.1¢€ 1.07
267.7 270.( 275.1 283.: 288.7 288.¢ 286.€ 289.¢ 298.¢ 302.¢ 301.%
272.2 273.2 279.¢ 288.: 295.( 297.( 293.€ 294.( 301.¢ 308.: 306.4
0.4¢ 0.4¢ 0.4¢ 0.4¢ 0.4€ 0.3¢ 0.2¢ 0.24 0.2¢ 0.1¢ 0.1t
1,081. 656.£ 699.¢ 941.¢ 517.t 323.1 339.7 254.¢ 576. 265.: 435.¢
63.9¢ 59.43¢ 64.12¢ 65.50( 64.12¢ 76.37¢ 52.06: 20.15¢  18.68¢ 22.56:  19.34«
40.81 35.18¢ 26.56: 31.75( 37.75( 47.87¢ 19.53: 14.06: 10.78.  13.75( 8.781
$ 5755 $ 304 $ 254 $ 1981 $ 108.€ $ 445« $ 2621 $ 2161 $ 518.6 $ 2910 $ 260.]
1,373.¢ 1,424.: 1,446.( 1,170.¢ 1,396.¢ 1,338.¢ 931.Z 629.7 470.( 593.( 471z
2,321t 1,838.¢ 1,456. 1,818.( 1,828.¢ 1,964.( 1,259.¢ 938.« 1,208.. 1,165. 964.c
6,443.( 5,819.¢ 5,856.¢ 5,247." 5,397.« 5,361.. 3,951.¢ 3,142 2,373.¢ 2,186.. 1,871.%
625.¢ 435.¢ 470.2 386.1 379.¢ 296.( 9.6 10.€ 124 15.C 69.5
0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.2 0.3
3,839.( 3,494t 3,136.( 3,334.¢ 3,261.¢ 3,155.¢ 2,431« 1,964 1,740.¢ 1,642.& 1,328.
53.7¢ 41.10( 42.87¢ 60.93¢ 46.00( 57.50( 50.18¢  19.71¢  14.75( 18.12¢  14.50(
14,302.! 11,039.! 11,559.. 17,202.. 13,201.. 16,633.( 14,416.t 5,635.. 4,318.( 5,499.0 4,379.¢
18.2% 17.&% 17.% 13.% 12.5% 28.5% 25.2% 21.6% 17.1% 24.5% 27.%
10.%% 10.1% 10.4% 8.5% 7.4% 17.1% 15.6% 14.5% 13.1% 18.(% 18.4%
4.2 4.C 4.1 4.2 4.4 4.8 5.0 5.2 4.2 4.5 3.8
2.2 2.C 1.7 2.2 2.1 2.1 1.9 1.8 3.2 3.€ 3.3
21.¢ 19.C 20.7 38.¢ 34.1 21.t 26.€ 14.5 14.¢ 15.2 13t
$ 5,258.¢ $ 5,144.. $ 5,017.. $ 5,042.¢ $ 5460.( $ 5538.. $ 3,964.7 $2,997.¢ $2,432.° $2,528.¢ $2,270.¢
2,731t 2,584.¢ 2,407.( 2,293.¢ 2,096.: 1,789.¢ 1,334.: 980.4 927.:  1,085. 919.¢
1,211.° 1,110.( 955.1 844.% 1,253.¢ 1,241.¢ 735.1 515.¢ 283.¢ 178.: 75.7
691.( 649.¢ 615.¢ 596.( 743.1 616.¢ 436.5 266.¢ 146.% 138.< 138.¢
$9,893.( $9,488.( $ 8995.. $8,776.¢ $ 9,553.0 $ 9,186.% $ 6,470.¢ $4,760.¢ $3,789." $3,931.( $3,405.0
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All per common share data has been adjustesflrt the 2-for-1 stock splits paid October 2896 and October 30, 1995. The Company’
Class B Common Stock is listed on the New York Badific Exchanges and trades under the symbol M{B®ay 31, 2002, there were
approximately 126,000 shareholders of Class A dad¥B common stock.

Financial Highlights

Year Ended May 31,

2002 2001 % CHG
(In millions, except per share data
and financial ratios)
Revenue: $9,893.( $9,488.¢ 4.2%
Gross margir 3,888.: 3,703.¢ 5.%
Gross margin ¢ 39.2% 39.(%
Income before accounting char 668.: 589.7 13.2%
Basic earnings per common share before accountiagge 2.5C 2.1¢ 14.7%
Diluted earnings per common share before accouctiagge 2.4¢€ 2.1¢ 13.%
Return on equit 18.2% 17.€%
Stock price at May 3 53.7¢ 41.1( 30.8%
Selected Quarterly Financial Data
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
2002 2001 2002 2001 2002 2001 2002 2001
(Unaudited)
(In millions, except per share data and financial atios)
Revenue: $2,613.7 $2,636." $2,336.( $2,198.7 $2,260.. $2,170..  $2,682..  $2,483.
Gross margir 1,028.¢ 1,067.t 895.¢ 871. 883.t 828.¢ 1,080.¢ 936.4
Gross margin ¢ 39.2% 40.5% 38.2% 39.6% 39.1% 38.2% 40.2% 37. %
Income before accounting char 204.2 210.2 129.: 119.¢ 126.: 97.4 208.t 162.%
Basic earnings per common shar
before accounting chani 0.7¢4 0.7¢ 0.4¢ 0.44 0.47 0.3¢€ 0.7¢ 0.6(
Diluted earnings per common share
before accounting chani 0.7z 0.77 0.4¢ 0.44 0.4¢ 0.3t 0.77 0.6C
Net income 199.2 210.2 129.: 119.¢ 126.: 97.4 208.t 162.%
Average common shares
outstanding 268.¢ 269.¢ 268.1 269.¢ 268. 270.¢ 266.¢ 269.:
Diluted average common shares
outstanding 271.¢ 273.¢ 271.¢ 273.2 273.2 274.¢ 272.( 271t
Cash dividends declared per
common shar 0.1Z 0.1z 0.1z 0.1Z 0.12 0.1z 0.1z 0.1z
Price range of common sto
High 51.2¢ 48.0( 53.5¢ 44 .5( 61.0C 59.4¢ 63.9¢ 45.0¢
Low 40.81 35.1¢ 42.2¢ 36.3¢ 52.31 39.0¢ 52.7¢ 36.3(

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

Our discussion and analysis of our financaldition and results of operations following aeséd upon our consolidated financial
statements, which have been prepared in accordeititaccounting principles
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generally accepted in the United States. The patiparof these financial statements requires usake estimates and judgments that affect
the reported amounts of assets, liabilities, reesrand expenses, and related disclosure of contiagsets 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 congluese to be our critical accounting policies. Baeaof the uncertainty inherent in these
matters, actual results could differ from the eatis we use in applying the critical accountingqies. 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 gaysunder endorsement contracts. These polidigsresthat we make estimates in the
preparation of our financial statements as of aidate. However, since our business cycle isivelgtshort, actual results related to these
estimates are generally known within the six-mqgrghod following the financial statement date. Thhese 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 seasly likely events or circumstances which
would result in materially different amounts benegorted.

Revenue Recognition

We record wholesale revenues when title gaasd the risks and rewards of ownership have pdeshe customer, based on the terms of
sale. Title passes generally upon shipment or upoeipt by the customer depending on the countthie@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. In these casesgeaognize revenue when the product is
delivered to the customer. Our revenues may fluetimcases when our customers delay acceptingngmipof 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, i@eord estimated sales returns and miscellandaumsscfrom customers as reductions to
revenues at the time revenues are recorded. Weobasstimates on historical rates of product retiand claims, and specific identification
of outstanding claims and outstanding returns ebtgceived from customers. In the past, actualmstand claims have not exceeded our
reserves. However, actual returns and claims infatioye period are inherently uncertain and thuyg differ from our estimates. If actual or
expected future returns and claims were signifigagreater or lower than the reserves we had dshedal, we would record a reduction or
increase to net revenues in the period in whichmade such determination.

Reserve for Uncollectible Accounts Receivable

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 credimess of significant customers based on ongoradit evaluations. Historically, losses
from uncollectible accounts have not exceeded esgmves. Since we cannot predict future changeeifinancial stability of our customers,
actual future losses from uncollectible accounty differ from our estimates. If the financial cotidh of our customers were to deteriorate,
resulting in their inability to make payments, egker reserve might be required. In the event werdghed that a smaller or larger reserve
appropriate, we would record a credit or a changgetling and administrative expense in the peinoghich we made such a determination.
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Inventory Reserves

We also make ongoing estimates relating éathrket value of inventories, based upon our aggans about future demand and market
conditions. If we estimate that the net realizafalie of our inventory is less than the cost ofittventory recorded on our books, we record a
reserve equal to the difference between the casteoihventory and the estimated market value. figgsrve is recorded as a charge to cost of
sales. If changes in market conditions result duotions in the estimated market value of our inegnbelow our previous estimate, we
would increase our reserve in the period in whiehmade such a determination and record a chamgestof sales.

Contingent Payments under Endorsement Contracts

A significant portion of our demand creat{@aavertising and promotion) expense relates to pagmunder endorsement contracts. In
general, endorsement payments are expensed unjfouat the term of the contract. However, certaintract elements may be accountec
differently, based upon the facts and circumstantesch individual contract.

Certain contracts provide for contingent payits to endorsers based upon specific achievernmettitsir sports (e.g. winning a
championship). We record selling and administragixgense for these amounts when the endorser ashtie¥ specific goal.

Certain contracts provide for payments bageth endorsers maintaining a level of performandéeir sport over an extended period of
time (e.g. maintaining a top ranking in a sportdorear). These amounts are reported in sellingadnanistrative expense when we deterr
that it is probable that the specified level offpemance will be maintained throughout the periodthese instances, to the extent that actual
payments to the endorser differ from our estimae td changes in the endorser’s athletic performaincreased or decreased selling and
administrative expense may be reported in a fytereod.

Certain contracts provide for royalty paynsetat endorsers based upon a predetermined pereenitagles of particular products. We
expense these payments in cost of sales as thedslaes are made. In certain contracts, we offieimum guaranteed royalty payments. For
contractual obligations for which we estimate thatwill not meet the minimum guaranteed amounbghity fees through sales of product,
we record in selling and administrative expensenti@mum guaranteed payment amount uniformly okierremaining royalty term.

Property, Plant and Equipment and Other Long-lived Assets

Property, plant and equipment, including buildingglipment, and computer hardware and softwarcirded at cost (including, in sol
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 expensdloveemaining useful life to depreciate the
asset’s net book value to its salvage value.

Under current accounting standards, whentswarcircumstances indicate that the carryingealiua long-lived asset may be impaired,
we estimate the future undiscounted cash flowstddyived from the asset to determine whether bamotential impairment exists. If the
carrying value exceeds our estimate of future wadisted cash flows, we then calculate the impaitrasrihe excess of the carrying value of
the asset over our estimate of its fair marketezalny impairment charges are recorded as othezresgp We estimate future undiscounted
cash flows using assumptions about our expectedeuperating performance. Our estimates of undiseal cash flows may differ from
actual cash flows due to, among other things, telclgical changes, economic conditions, or chang@ait business operations. For fiscal
2002, no significant impairment related to the giaug value of our long-lived assets (including pedy, plant, and equipment, goodwill, and
other intangible assets) has been recorded undentwaccounting standards. However, as of Ju28d2, we will adopt Statement of
Financial Accounting Standards (SFAS) No. 142, “@aitl and Other Intangible Assets.” We expect toarel an impairment charge related
to the goodwill
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and other intangible assets of our subsidiarieeBBUKE Hockey, Inc. and Cole-Haan Holdings, Intthe first quarter of fiscal 2003. See
“Recently Issued Accounting Standards” below.

Hedge Accounting for Derivatives

We use forward exchange contracts and option ottistta hedge certain anticipated foreign curren@mhange transactions, as well as
resulting receivable or payable balance. When fipexiteria required by SFAS No. 133, “Accountifay Derivative Instruments and
Hedging Activities,” have been met, changes in ¥aiues of hedge contracts relating to anticipatedsactions are recorded in other
comprehensive income rather than current earningbkthe underlying hedged transaction affects enrearnings. In most cases, this results
in gains and losses on hedge derivatives beinggetefrom other comprehensive income into curremtiegs some time after the maturity of
the derivative. One of the criteria for this accting treatment is that the forward exchange cohawunt should not be in excess of
specifically identified anticipated transactiong. tBeir very nature, our estimates of anticipataddactions may fluctuate over time and may
ultimately vary from actual transactions. When @iptited transaction estimates or actual transaetoounts decrease below hedged leve
when the timing of transactions changes signifigamte are required to reclassify at least a partibthe cumulative changes in fair values of
the related hedge contracts from other comprehernisoome to other income/ expense during the quartehich such changes occur. Once
an anticipated transaction estimate or actual &etiemn amount decreases below hedged levels, we adjkstments to the related hedge
contract in order to reduce the amount of the hedgéract to that of the revised anticipated tratisa.

Taxes

We record valuation allowances against oterded tax assets, when necessary, in accordaniceSwWAS No. 109, “Accounting for
Income Taxes.” Realization of deferred tax assaish as net operating loss carryforwards) is degrgnoh future taxable earnings and is
therefore uncertain. At least quarterly, we asttes$ikelihood that our deferred tax asset balamiidbe recovered from future taxable
income. To the extent we believe that recoveryoislikely, we establish a valuation allowance agawur deferred tax asset, increasing our
income tax expense in the period such determingiomade.

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

In the event actual cash needs of our U.®ienexceed our current expectations or the dctagh needs of our foreign entities are less
than expected, we may need to repatriate foreigmregs which have been designated as indefinitglywested offshore. This would result in
additional income tax expense being recorded.

We take a conservative approach in determitiie amount of foreign earnings to declare awesited offshore. As required by U.S.
generally accepted accounting principles, the prgaion is that such earnings will be repatriatethim future. In order to overcome this
presumption, we carefully review all factors whittfive the ultimate disposition of such foreign eéags, and apply stringent standards to
overcoming the presumption of repatriation. Desttite conservative approach, because the deteriminat/olves our future plans and
expectations of future events, there is a possilitiat amounts declared as indefinitely reinvestiéshore may ultimately be repatriated.
Conversely, this conservative approach may reswttumulated foreign earnings (for which U.S. inedaxes have been provided) being
determined in the future to be indefinitely reinegkoffshore. In this latter case, our income tegpemse would be reduced in the year of such
determination.

On an interim basis, we estimate what oweratiife tax rate will be for the full fiscal yeardcarecord a quarterly income tax provision in
accordance with the anticipated annual rate. Adisical year progresses, we continually refine estimate based upon actual events and
earnings by jurisdiction during the year. This

16




Table of Contents

continual estimation process periodically resuita ichange to our expected effective tax ratehfeffiscal year. When this occurs, we adjust
the income tax provision during the quarter in viahilce change in estimate occurs so that the yedat® provision equals the expected an
rate.

Other Contingencies

In the ordinary course of business, we avelired in legal proceedings involving contractuadl@mployment relationships, product
liability claims, trademark rights, and a variefyother matters. We record contingent liabilitiesulting from claims against us when it is
probable that a liability has been incurred andaimeunt of the loss is reasonably estimable. Weatis contingent liabilities when there is a
reasonable possibility that the ultimate loss exteed the recorded liability. Estimating probdbsses requires analysis of multiple factors,
in some cases including judgments about the patesttions of third party claimants and courts.réfiere, actual losses in any future period
are inherently uncertain. Currently, we do notdagdi that any of our pending legal proceedingsaind will have a material impact on our
financial position or results of operations. Howevkactual or estimated probable future losseseer our recorded liability for such claims,
we would record additional charges as other expdnsgag the period in which the actual loss or @eam estimate occurred.

Results of Operations

Fiscal 2002 Highlights
* Revenues increased 4.3% to $9.9 billion, comparé915 billion in fiscal 2001.

* Income before the cumulative effect of an accogntinange increased to $668.3 million from $589.Maniin the prior year, an
increase of 13.3%. After the effect of the accaumpthange, net income rose 12.t

« Diluted earnings per share before the effect oftmunting change increased by 13.9%, from $282146. After the effect of the
accounting change, diluted earnings per sharel®$86.

« Gross margins increased as a percentage of revemB86s3% from 39.0% in fiscal 2001.

« Selling and administrative expenses increasedpgscentage of revenues to 28.5% from 28.3% in[fi2eal.
Fiscal 2002 Compared to Fiscal 20(

Net income increased 13.3% over fiscal 20@kn $589.7 million to $668.3 million (excluding after-tax loss of $5.0 million related to
the cumulative effect of the adoption of SFAS N83,1“Accounting for Derivative Instruments and HadpActivities”). Diluted earnings pe
share before the effect of the accounting changedwed 13.9%, from $2.16 to $2.46. These increesféected a 10.4% increase in income
before income taxes and a 1.7 point decrease ieféeative income tax rate. The increase in inch@f®@re income taxes was due to incree
revenues, improved gross margins and lower intam$other expenses, partially offset by a sligbtéase in selling and administrative
expenses as a percentage of revenues.

Fiscal 2002 revenues were the highest irh@tory, reflecting increased NIKE brand saleslimfour geographic regions. In the U.S.,
NIKE brand revenues increased 2.0% for the fiseakydriven by increased sales of apparel and eggrip The increased sales in app
reflected higher demand for in-line products, matarly for NIKE brand and Brand Jordan basketbpfparel, more than offsetting the effect
of the expiration of our apparel license agreemsttit the National Football League last year. Inipqent, our rapidly growing golf business
drove a 21.7% increase for the year.

U.S. footwear revenues declined 0.7% verisgalf2001. While in-line sales of footwear incredigompared to last year, particularly in
the mid-range price segment, close-out sales desdesignificantly. The reduction in close-out sakftected both our efforts to limit the
availability of close-out products in the market@gin order to build overall profitability) andlagively high levels of close-out sales in the
last half of fiscal 2001 due to supply chain systhsnuptions discussed further below in fiscal 2001 Compared to
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Fiscal 2000section. As in the apparel business, sales of Ndkdad and Brand Jordan basketball footwear produets the primary drivers
of increased wholesale sales of in-line footweairduthe year.

In fiscal 2002, NIKE brand revenues from oernational regions continued to grow versustier year, both as a percentage of total
company revenues and in total dollars. These regerepresented 45.6% of total company revenuesmagared to 44.6% in fiscal 2001.
Revenues from our international regions were $#liotas compared to $4.2 billion in fiscal 20G6.6% increase. Had the U.S. dollar
remained constant with the prior year, these irtiional revenues would have increased 12.4%, ansitidated revenues would have
increased 6.9% (compared to 4.3% growth as reported

Increased revenues in each of our internatigygions resulted from higher demand for prodirctl NIKE brand businesses: footwear,
apparel, and equipment. Revenues in our EuropejiBligast, and Africa (EMEA) region increased far tghth consecutive year. Fiscal
2002 reported revenues in EMEA increased by 5.786 fiscal 2001, a 9.6% increase in constant dollarseur Asia Pacific region, reported
revenues grew 9.2%, a 19.3% increase in constdlarsloThe Americas region grew reported revenud%5an 11.9% increase in constant
dollars, despite a drop-off in sales in Argentinaicg the second half of the year due to that agtsyeconomic crisis.

In fiscal 2002, other revenue, which primaiiicludes revenues from Bauer NIKE Hockey, Colaf{aand Hurley, increased 6.8% to
$465.7 million.

Foot Locker, Inc. is our largest single custo and represented 10.9% of our worldwide reveiuéscal 2002. Foot Locker has
expressed its intention to reduce the emphasts &f.5. business on higher-priced, premium footvaeal place more focus on moderately-
priced offerings. Due to this change in strategygtR_ocker’s futures orders in the U.S. for theiti@y season (scheduled for delivery from
September through November 2002) decreased significversus the same period in the previous yaampite of the reduction in orders
from Foot Locker, total U.S. futures orders for September to November period are down only 2.3fgusethe prior year and worldwide
futures orders for the same period increased 3.&ug fiscal 2002.

The impact of lower orders from Foot Locker the September to November period was largebydtea in the June to November futures
orders reported in our June 27, 2002 press relelseever, additional changes in November ordemn fFmot Locker reduced the overall
growth of worldwide futures for the six-month petiby approximately 30 basis points to 6.3%.

Although we expect Foot Locker to continudéoan important retail partner for NIKE, secont biaS. footwear orders from this
customer will likely be significantly below the priyear. We are aggressively pursuing incremeiaiakssacross our business as we work to
offset these declines and achieve our worldwidemae growth goals for the year. We believe thergicoes to be strong consumer demand
for high-end, performance footwear; this segmestdiaays been central to the success of the NIKBddrTherefore, we will continue to
work aggressively with those retailers who are f@tlion serving this market. While the successasfetefforts over the next few quarters is
uncertain, we remain confident in the long-ternersgith of our brand and our business.

Worldwide futures (advance) orders for NIKiamd athletic footwear and apparel scheduled fively from June through November
2002 were 6.3% higher than such orders bookedeiwdimparable period of fiscal 2002. The percentggerth in futures orders is not
necessarily indicative of our expectation of reveguowth in subsequent periods. This is becausmtkef orders can shift between
advance/futures and at-once orders. In additioch&xge rate fluctuations as well as differing Ievaflorder cancellations can cause
differences in the comparisons between future erdad actual revenues. Finally, a significant portf our revenues are not derived from
futures orders, including wholesale sales of eqeiptnU.S. licensed team apparel, Bauer NIKE Hockmje Haan, Hurley, and retail sales
across all brands. In the first quarter of fisda02, we expect that revenue growth will lag futuveder growth, reflecting lower close-out
sales versus the first quarter of fiscal 2002 amkl retail sales versus the same period lasta®al.S. retail sales have remained at relatively
low levels since the terrorist attacks of Septenitier2001.
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The breakdown of revenues follows:

FY02 vs. FYO1 vs.
Fiscal Fiscal FYO1 Fiscal FY00
2002 2001 % CHG 2000 % CHG
(In millions)
USA Region
Footweat $3,185.( $3,208.¢ (0.7% $3,351.: (4.2%
Apparel 1,305.: 1,260.: 3.6% 1,154 9.2%
Equipment and othe 425.7 349.¢ 21.71% 226.5 54.2%
Total USA 4,916.( 4,819.( 2.C% 4,732.: 1.8€%
EMEA Region
Footweat 1,5651.¢ 1,422.¢ 9.1% 1,309. 8.7%
Apparel 989.t 976.: 1.4% 933.¢ 4.5%
Equipment and othe 190.2 185.% 2.0% 163.7 13.2%
Total EMEA 2,731t 2,584.¢ 5.7% 2,407 .( 7.4%
Asia Pacific Regiol
Footweat 657.7 632. 4.C% 557.( 13.5%
Apparel 431.( 374.¢ 15.(% 321.C 16.£%
Equipment and othe 123.C 102.¢ 19.€% 77.1 33.2%
Total Asia Pacific 1,211.° 1,110.( 9.2% 955.1 16.2%
Americas Regiol
Footweat 359.2 355.2 1.1% 343.¢ 3.2%
Apparel 167.1 152.2 9.8% 137.7 10.5%
Equipmeniand othel 41.¢ 31.7 31.9% 12.t 153.6%
Total Americas 568.1 539.1 5.4% 494.1 9.1%
Total NIKE branc 9,427.: 9,052.¢ 4.1% 8,588.! 5.4%
Other 465.7 435.¢ 6.8% 406.¢ 7.2%
Total Revenue $9,893.( $9,488.¢ 4.2% $8,995.! 5.5%
| | | | |

Our gross margin percentage improved 30 lpasigs, from 39.0% in fiscal 2001 to 39.3% in &62002. Factors contributing to the
improved gross margin percentage versus the pear were as follows:

(1) Higher in-line pricing margins in EMEA, duettee effect of higher prices effective at the begig of the fiscal year and
sourcing and warehousing efficiencies, partialfigef by the effect of weaker euro/U.S. dollar cnesehedge rates relative to

fiscal 2001.

(2) Higher footwear margins in the U.S. due intpaiower product costs and lower transportatiosts, as a result of both
effective negotiations with shippers and lowerfegight costs incurred. Relatively higher air figigosts were incurred in fisc
2001 due to supply chain problems discussed foligv

(3) A higher mix of in-line sales versus close-sales of U.S. footwear, reflecting increased dethfanin-line footwear and lower

close-out sales as compared to fiscal 2001 as discussna:

Selling and administrative expenses increasea percentage of revenues from 28.3% in fige@l 20 28.5% in fiscal 2002. Operating
overhead increased 6.0% during fiscal 2002 largelg result of our continued investment in iniasi intended to generate future revenues
and profits. Significant drivers of the increasgei@ting overhead included increased investmeotiirsupply chain initiative, additional
headcount to support our growing golf and Eurogaasinesses, additional expense for compensatiagrares tied to our
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profitability and stock performance, and costsdadditional retail stores primarily in our EMEA aAdia Pacific regions.

The supply chain initiative refers to our going development of systems and processes supgatir worldwide supply chain. This
initiative is intended to improve revenue (by irasing our ability to respond to market conditioms@rgins (by lowering close-outs and
distribution costs) and cash flow (by reducing imeeies). The ultimate level of benefit to revenuaargins, and cash flows, if any, will not
be known until the new systems and processes heamimplemented worldwide over the next few yeRrsging fiscal 2002, we implement
new systems and processes for certain global fametnd for our U.S. business, and we plan on img@fting new systems and processes in
EMEA during fiscal 2003. In fiscal 2003, we will miinue to invest in the implementation of the ngstems worldwide and support our
existing system infrastructure for those businesgesre we have not yet implemented the new systems.

Demand creation expense was $1,027.9 million oafi2002 versus $998.2 million in fiscal 2001, whigas consistent between years
percentage of revenues. Our fiscal 2002 demandieneaxpense reflected incremental spending foMgarld Cup 2002 marketing campai
which occurred primarily in our international reg® In fiscal 2003, we expect demand creation esgoém grow slightly faster than revenues,
reflecting the continuation of the World Cup 20@2npaign into the first quarter of fiscal 2003. tiddion, we have entered into a long-term
license and endorsement agreement with Manchesigrd) one of the premier soccer clubs in the waxldich begins in August 2002.
Payments under this contract will result in additibdemand creation expense.

Interest expense decreased 18.9%, from $B#idn to $47.6 million in fiscal 2002, due to l@winterest rates in the current year and
lower average debt levels, as we used operatiegchish flow to reduce debt.

Other income/ expense was a net expense.@filion versus a net expense of $34.1 milliofisical 2001. Consistent with previous
years, other income/expense included interest ieg@mofit sharing expense, goodwill amortizatiogrtain foreign currency conversion ga
and losses, and asset disposal gains/ lossestidetexpense decreased between years as the2@xhbmount included charges for
contractual settlements that did not recur in fi2€92. In addition, fiscal 2002 other income/ expe included credits related to the favorable
resolution of some outstanding claims.

Our fiscal 2002 effective tax rate was 34.88%compared to 36.0% in fiscal 2001. As requiretlt8. generally accepted accounting
principles, we do not accrue for U.S. tax liability foreign earnings permanently invested offsh@he lower effective tax rate in fiscal 2002
is primarily the result of a larger amount of fgneiearnings permanently invested offshore in fi2€2 than in fiscal 2001.

Fiscal 2001 Compared to Fiscal 2000

Net income increased 1.8% over fiscal 208Imf$579.1 million to $589.7 million. Although caiglated revenues increased 5.5% over
fiscal 2000, income before income taxes was esdbfiiat as pretax profit margins decreased due lmwver gross margin percentage, higher
interest expense, and increased other expensésgllparffset by lower selling and administrativepenses as a percentage of revenues.
Despite flat income before income taxes, net incomaeeased due to a lower effective tax rate. Bdudarnings per share increased 4.3%,
from $2.07 to $2.16. The percentage increase mirggs per share was higher than that of net incormmearily due to share repurchases in
fiscal years 2000 and 2001.

NIKE brand revenues in the U.S. region inseebl.8% as compared to fiscal 2000, while NIKEhtneevenues in our international
regions increased 9.8%. Had the U.S. dollar rendato@stant with the prior year, these internatisaaénues would have increased 18.6%,
and consolidated revenues would have advanced 3m3%te U.S. region, our largest market segmert 1t8% increase in revenues reflected
a 9.2% increase in apparel sales and a 54.4% seira&quipment sales, offset by a 4.2% decreammiwear sales. The increases in apparel
and equipment reflected stronger demand for ingirelucts. The increase in the equipment prodoetriéflected increases in a variety of
sports equipment categories, including golf, fobttzad baseball products as well as socks, bagegewear. The decrease in footwear
reflected lower demand, particularly in the midgarprice segment, and supply chain disruptiondtregdrom the implementation of
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a new global demand and supply planning systemstipply chain disruptions resulted in product egessas well as product shortages and
late deliveries in the second half of the fiscad20

Revenues from our international regions vigre billion as compared to $3.9 billion in fis@8l00. Fiscal 2001 revenues in EMEA
increased over fiscal 2000 by 7.4% to $2,584.8iomjla 19.3% increase in constant dollars. In osiaAacific region, revenues grew 16.2%,
a 20.8% increase in constant dollars. The Amerieg®n grew revenues 9.1%, an 11.4% increase istanhdollars.

In fiscal 2001, other revenue increased A@%435.9 million.

Our gross margin percentage declined 90 Ipmsigs, from 39.9% in fiscal 2000 to 39.0% in §62001. Factors contributing to the lower
gross margin percentage were as follows:

(1) The effect of the change in foreign excharajes, most notably the weakening of the euro agtiedJ.S. dollar relative to
fiscal 2000

(2) A higher mix of close-out sales as well asdowargins achieved on closats, primarily in footwear and licensed team apf.
in the U.S. In footwear, the higher mix of close=oand lower closeut margins were due in part to the supply chasnugition:
discussed above. Higher close-outs and lower margibl.S. licensed team apparel resulted priméndlgn the liquidation of
National Football League‘NFL") team apparel, due to the termination of our NFerige agreemer

(3) Product recalls of certain footwear modelthie United States, which resulted in product refuamnd write-offs.

Selling and administrative expenses decreasedpercentage of revenues from 29.0% to 28.3habd creation expense decreased as a
percentage of revenues from 10.8% to 10.5%. F@@l demand creation expense was $998.2 milliosuse$974.1 million in fiscal 2000.
The overall decrease in selling and administragxeenses as a percentage of revenues reflectedargatnment measures, both in marke
and operational areas. While implementing thesesares to control selling and administrative expagrsavth, we also continued to invest in
operational initiatives designed to create futeeenues and profits. These initiatives includedetkgansion of NIKEswned retail outlets, tF
development of e-commerce applications, and systamgrocesses supporting our worldwide supplyrct@iur level of investment in these
areas in fiscal 2001 was comparable to our levetwdstment in fiscal 2000.

Interest expense increased 30.4%, from $4lidn to $58.7 million, due to higher average tigvels in fiscal 2001 versus fiscal 2000.
During fiscal 2000, we increased debt to fund ed@ikpenditures and higher working capital requeats, and to repurchase common stock.
Although our debt balance decreased during fiseéall2the average debt balance for fiscal 2001 needaabove the prior year.

Other income/ expense was a net expensedof $3illion versus a net expense of $20.7 milliediscal 2000. Significant amounts
included in other income/ expense were interesrire; profit sharing expense, goodwill amortizatioertain foreign currency conversion
gains and losses, asset disposal gains and lessksharges for contractual settlements.

Our fiscal 2001 effective tax rate was 36.@8compared to 37.0% in fiscal 2000. As discusbesieg we do not accrue for U.S. tax
liability on foreign earnings permanently investdtshore. The lower effective tax rate in fiscaD20vas primarily the result of lower taxes
on a larger amount of foreign earnings that werenpaently invested offshore in fiscal 2001 thafisnal 2000 as well as additional research
tax credits.

Recently Issued Accounting Standards

In July 2001, the Financial Accounting StamdaeBoard (FASB) issued SFAS No. 141, “Business Boations” (FAS 141) and
SFAS No. 142, “Goodwill and Other Intangible As8€EAS 142). FAS 141 requires the purchase metifatoounting to be used for all
business combinations initiated after June 30, 2BAE 141 also requires a more rigorous identiftzabf intangible assets which must be
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recognized and reported separately from goodwlile &doption of FAS 141 will not have a materiaéeffon our results of operations or
financial position.

FAS 142 requires that goodwill and intangible asséth indefinite lives no longer be amortized m#tead be measured for impairmer
least annually, or when events indicate that araimpent exists. Our adoption date is June 1, 2882f that date, amortization of
outstanding goodwill and other indefinite-livedangible assets will cease. As a result of the aeltidn of this amortization, other expense
will decrease by approximately $13 million annuddbginning in fiscal 2003.

As required by FAS 142, we will perform impaént tests on goodwill and other indefinite-livathngible assets as of the adoption date.
Thereafter, we will perform impairment tests anfwiahd whenever events or circumstances indicatetkie value of goodwill or other
indefinite-lived intangible assets might be impdirn connection with the FAS 142 indefinite-livedangible asset impairment test, we will
utilize the required onstep method to determine whether an impairmentseass of the adoption date. The test will condist comparison ¢
the estimated fair values of indefinite-lived asseith the carrying amounts. If the carrying amoofrén intangible asset exceeds our estimate
of its fair value, we will recognize an impairmdoss in an amount equal to that excess.

In connection with the FAS 142 transitionabdwill impairment test, we will utilize the reqait two-step method for determining
goodwill impairment as of the adoption date. Toamaplish this, we will identify our reporting uniéed determine the carrying value of each
reporting unit by assigning our assets and liaedijtincluding the existing goodwill and intangilalssets, to those reporting units as of the
adoption date. We will then estimate the fair vadfieach reporting unit and compare it to the dagyamount of the reporting unit. To the
extent the carrying amount of a reporting unit eéxtssour estimate of the fair value of the reporting, we then will perform the second step
of the transitional impairment test.

Where necessary, in the second step, wecaiifipare the implied fair value of the reportingtigaodwill with the carrying amount of the
reporting unit goodwill, both of which will be maagd as of the adoption date. The implied fair gafigoodwill will be determined by
allocating the estimated fair value of the repartimit to all of the assets (recognized and unneizegl) and liabilities of the reporting unit i
manner similar to a purchase price allocation cicoadance with FAS 141. The residual fair valuerathis allocation will be the implied fair
value of the reporting unit goodwill. We will reaba transitional impairment loss for any excesthefcarrying value of goodwill allocated to
the reporting unit over the implied fair value.

We have estimated that we will likely incutransitional impairment loss of approximately $2iillion related to our Bauer NIKE
Hockey and Cole Haan subsidiaries, reflecting thatfair values we have estimated for these sudrsidi are less than the carrying values
including goodwill. This expected transitional inmmaent loss will be recognized as the cumulatiieetfof a change in accounting principle
in our consolidated statement of income duringfitlsé quarter of fiscal 2003.

In October 2001, the FASB issued SFAS No, 1Adcounting for the Impairment or Disposal of lgphived Assets” (FAS 144). This
statement supersedes SFAS No. 121, “Accountinthiotmpairment of Long-Lived Assets and for Long«<d Assets to be Disposed
Of” (FAS 121), and amends Accounting Principles iBld&tatement No. 30, “Reporting the Effects of Disg of a Segment of a Business,
and Extraordinary, Unusual and Infrequently Oceawyiievents and Transactions” (APB 30). FAS 144 nexgpuihat long-lived assets that are to
be disposed of by sale be measured at the lowssai value or fair value less costs to sell. FA8 fgtains the fundamental provisions of
FAS 121 for (a) recognition and measurement ofrtigmirment of long-lived assets to be held and ws®t(b) measurement of long-lived
assets to be disposed of by sale. This statemsmtetains APB 30’s requirement that companiesrtafiscontinued operations separately
from continuing operations. All provisions of tiatatement will be effective for us on June 1, 2008.do not expect that the adoption of
FAS 144 will have any impact on our consolidatethficial position or results of operations.
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Liquidity and Capital Resources

Fiscal 2002 Cash Flow Activit

Cash provided by operations was $1,081.5aniih fiscal 2002, compared to $656.5 million iscl 2001. Our primary source of
operating cash flow was net income earned duriagy#ar of $663.3 million. Operating cash flow iraged significantly over the prior year
due to reduced investment in certain working cépitanponents during fiscal 2002, which generatesltiy@ operating cash flow.

Cash used by investing activities duringdls2002 was $302.8 million, compared to $342.3ianlinvested during fiscal 2001. The total
for fiscal 2002 related primarily to capital expéndes for computer equipment and software, drivgmour supply chain initiative, and
investments in new retail outlets. In addition, aeguired all of the assets and substantially alhefliabilities of Hurley International LLC, a
teen lifestyle brand company. During fiscal 2008, will continue to incur expenditures related teteyns improvements (most notably the
supply chain initiative), retail expansion, andestments in our worldwide warehouse facilities.

Cash used by financing activities in fiscad2 was $478.2 million, up from $349.9 million hmetprior year. This amount included uses of
cash for dividends to shareholders, a net reduatiaiebt, and share repurchases. These uses ofveastpartially offset by proceeds from
exercise of employee stock options.

The share repurchases were part of a $li6rb#hare repurchase program that began in f&@@1, after completion of a four-year,
$1.0 billion program in fiscal 2000. In fiscal 2Q@2e repurchased 4.3 million shares of NIKE’s Classommon stock for $237.7 million. To
date, under the current program, we have purchasethl of 8.3 million shares of NIKE’s Class B amwn stock for $394.7 million. We
expect to fund the current program from operatiaghcflow. The timing and the amount of shares paset will be dictated by our capital
needs and stock market conditions.

Long-term Financial Obligations and Other Commercial @Gumitments

Our significant long-term contractual obligais as of May 31, 2002 are as follows:

Cash Payments Due During the Year Ended May 31,

Description of Commitment 2003 2004 2005 2006 2007 Thereafter Total
(In millions)
Operating Lease $158.2 143.2  119. 95.2 98.2 288.( $ 902.C
Long-term Debt 55.2 205.% 5.t 55 254 154.¢ 681.2
Endorsement Contrac 274.2 220.: 166.1 133t 92.7 208.1 1,094 .¢

The amounts listed for endorsement contragisesent approximate amounts of base compensatibminimum guaranteed royalty fees
we are obligated to pay athlete and sport teamrerdoof our products. Actual payments under saonéracts are likely be higher than the
amounts listed as these contracts provide for lEstesbe paid to the endorsers based upon athtgtievements in future periods. Actual
payments under some contracts may also be lowefiasted number of contracts include provisionsrieduced payments if athlete
performance declines in future periods.

In addition to the cash payments discloseyepwe are obligated to furnish the endorsers WIKKE products for their use. It is not
possible to determine how much we will spend os pioduct on an annual basis as the contracts tigtipalate a specific amount of cash to
be spent on the product. The amount of productigeavto the endorsers will depend on many factwekiding general playing conditions,
the number of sporting events in which they pgrtté, and our own decisions regarding product amdketing initiatives. In addition, the
costs to design, develop, source, and purchagerdigeicts furnished to the endorsers are incurred aeriod of time and are not necessarily
tracked separately from similar costs incurreddimducts sold to customers.

An outsourcing contractor provides us witformation technology operations management sentigesigh 2006. The amount of the
payments in future years depends on our level afthip use of the different elements of the contdstservices. If we were to terminate the
entire contract as of May 31, 2002, we would
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be required to provide the contractor with four tismotice and pay a termination liability of $2&élion. Our monthly payments to the
contractor currently are approximately $6 million.

We also have the following outstanding shiertn debt obligations as of May 31, 2002. Pleafs te the accompanyingotes to
Consolidated Financial Statements (Note 4 — Sk Borrowings and Credit Lingdor further description and interest rates reldtethe
below short-term debt obligations.

Outstanding as of

May 31,
2002
(In millions)

Commercial paper outstanding and other notes payabl

U.S. operations, all original maturities nin-five days or les $339.2
Notes payable for n-U.S. operations, due at a mutually agreed-upon

dates, generally ninety days from issuance or omagel 86.C
Payable to Nissho Iwai American Company (NIAC)tlee purchase of

inventories, generally due sixty days after shipmoérgoods from a

foreign port 36.3

As of May 31, 2002, letters of credit of $80&illion were outstanding for the purchase ofeintories. All letters of credit generally
expire within one year.

Capital Resource

We have an effective shelf registration steget on file with the Securities and Exchange Cossinh (SEC) under which $1.0 billion in
debt securities are available to be issued. On 28a2002, we commenced a medium-term note prograderthe shelf registration that
allows us to issue up to $500.0 million in mediemi notes, as our capital needs dictate. We entet@this program to provide additional
liquidity to meet our working capital and generaiorate cash requirements. As of May 31, 2002hagenot issued any debt securities ul
the shelf registration.

Subsequent to May 31, 2002, we issued aod®B90 million in notes under the medium-term n@tegram. The notes have coupon rates
that range from 4.80% to 5.66%. The maturities eafingm July 9, 2007 to August 7, 2012. For $75ionillof the notes, we simultaneously
entered into interest rate swap agreements whavelngceive fixed interest payments at the sameasatee notes and pay variable interest
payments based on the six-month London Inter Bafifdridg Rate (LIBOR) plus a spread. Each swap hastaime notional amount and
maturity date as its respective note. After isseasfahese notes, $910.0 million remains availablee issued under our shelf registration.
may issue additional notes under the shelf redistran fiscal 2003 depending on working capitatlaeneral corporate needs.

As of May 31, 2001, we had a $750.0 milli864-day committed credit facility and a $500.0 roil, multi-year committed credit facility
in place with a group of banks. In November 200& renewed the 364-day facility in the amount of&60million. Thus, our current total
availability under these two bank facilities is $billion. We currently have no amounts outstandinder these facilities. The $600.0 million
facility matures on November 15, 2002 and can ltereted 364 days on each maturity date. The $50Mi0mfacility matures on
November 17, 2005, and once a year, it can be é&tefor one additional year. Based on our curmamg-term senior unsecured debt ratings
of A and A2 from Standard and Poor’s Corporatiod Btoody’s Investor Services, respectively, thernese rate charged on any outstanding
borrowings on the $600.0 million facility would ke prevailing LIBOR plus 0.24%, and the interegércharged on any outstanding
borrowings on the $500.0 million facility would Hee prevailing LIBOR plus 0.22%. The facility fefes the $600.0 million and the
$500.0 million facilities are 0.06% and 0.08%, mxstjpvely, of the total commitment.

If our long-term debt rating were to declitiee facility fees and interest rates under ourroétted credit facilities would increase.
Conversely, if our long-term debt rating improvibe facility fees and interest rates would decre@sanges in our long-term debt rating
would not trigger acceleration of maturity of aimgm outstanding borrowings or any future borrowingder the committed credit facilities.
However, under
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these committed credit facilities, we have agreedarious covenants. These covenants include liomitsur disposal of fixed assets and the
amount of debt secured by liens we may incur, @&b@ sninimum ratio of net worth to indebtednesshimevent we were to have any
borrowings outstanding under these facilitiesefdilo meet any covenant, and were unable to oataiaiver from a majority of the banks,
any borrowings would become immediately due anabkey As of May 31, 2002, we were in full compliangith each of these covenants
and believe it is unlikely we will fail to meet awny these covenants in the future.

Liquidity is also provided by our commergiper program, under which there was $338.3 mibiiod $710.0 million outstanding at
May 31, 2002 and May 31, 2001, respectively. Weenity have short-term debt ratings of A1 and RPinfiStandard and Poor’s Corporation
and Moody'’s Investor Services, respectively.

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

Dividends per share of common stock for fi02 were $0.48, the same as in fiscal 2001. Wi Ipaid a dividend every quarter since
February 1984. We review our dividend policy frame to time; however, based upon current projeetedings and cash flow requirements,
we anticipate continuing to pay a quarterly dividen

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 fluctuation essalt of our international sales, production &mtling activities. Our foreign curren
risk management objective is to reduce the vaitgwf local entity cash flows as a result of exeba rate movements. We use forward
exchange contracts and options to hedge certaicigated but not yet firmly committed transacti@sswell as certain firm commitments and
the related receivables and payables, including tarty 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 todmynézed within twelve months, although at May 2002 we had forward contracts hedc¢
anticipated transactions that will be recognizeddmrmany as 24 months. The majority of the corgrexpiring in more than twelve months
relate to the anticipated purchase of inventorplayJapanese subsidiary. We use forward contradtg@sscurrency swaps to hedge forei
currency denominated payments under intercompaary dgreements. When intercompany loans are heigetypically for their expected
duration, which in some circumstances may be irexof five years. Hedged transactions are pritigiganominated in European
currencies, Japanese yen, Canadian dollars, KeveanMexican pesos, Australian dollars and new &aidollars.

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

Market Risk Measurement

We monitor foreign exchange risk, interest risk and related derivatives using a varietyechniques including a review of market
value, sensitivity analysis, and Value-at-Risk (YaBur market-sensitive derivative and other firiahinstruments, as defined by the SEC,
are foreign currency forward contracts, foreigrrency option contracts, cross-currency swaps,éstaate swaps, intercompany loans
denominated in foreign currencies, fixed interest 1U.S. dollar denominated debt, and fixed intawge Japanese yen denominated debt.
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We use VaR to monitor the foreign exchangk off 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 condiindsa 95% confidence level. There are various firgpeechniques that can be used in
the VaR computation. Our computations are basddterrelationships between currencies and inteedss (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 optionssdug change on a one-to-one basis with changée innderlying currency rate. We
adjusted the potential loss in option value forébBmated sensitivity (the “delta” and “gamma”)tanges in the underlying currency rate.
This calculation reflects the impact of foreignreurcy rate fluctuations on the derivative instrutsemly, and hence does not include the
impact of such rate fluctuations on the underlydaged transactions that are anticipated transactiiom commitments, cash balances and
accounts and loans receivable and payable denadiimaforeign currencies from the VaR calculatime)uding those which are hedged by
these instruments.

The VaR model is a risk analysis tool and doespnoport to represent actual losses in fair valag ¢e will incur, nor does it consider t
potential effect of favorable changes in marketsatt also does not represent the full extenhefdossible 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 $13.7 million and $18.9 million at May 31, 208®1 May 31, 2001, respectively. The reduction #R\as of May 31, 2002 occurred due
to the effect of currency volatility on existingttes on the May 31, 2002 VaR computation versusffeet of currency volatility on existing
trades on the May 31, 2001 VaR computation. Sutypathetical loss in fair value of our derivatiwesuld be offset by increases in the ve
of the underlying transactions being hedged. Thezage monthly change in the fair values of foreigrrency forward and foreign currency
option derivative instruments was $42.9 million &&2.4 million for fiscal 2002 and fiscal 2001, pestively.

Details of other market-sensitive financistruments and derivative financial instrumentsinciuded in the VaR calculation above, are
provided in the table below except the interest sataps which are described in the last paragrbfttisosection. These instruments include
intercompany loans denominated in foreign currendiged interest rate Japanese yen denominatedfdedal interest rate U.S. dollar
denominated debt, cross-currency swaps, and intetesswaps. For debt obligations, the table mtsgarincipal cash flows and related
weighted average interest rates by expected matates. We have excluded the cross-currency sfrapsthe foreign exchange risk
category because these instruments eliminateraligho currency exposure in the cash flows of a el@mominated intercompany loan. We
have included these cross-currency swaps in teecisit rate risk category but excluded the relatetéompany loan from this category
because the intercompany interest eliminates isaatation. For the cross-currency swaps the tatdsents both the euro swap payable and
U.S. dollar swap receivable and the respectivegpalyreceive interest rates. All information is preged in U.S. dollar equivalents, in millio
except interest rates.

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

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 ratexognized in accumulated other
comprehensive loss upon the consolidation of tkabsidiaries.

There was not a significant change in delaross-currency swap market risks during fiscal20he U.S. dollar fair values of
intercompany loans denominated in foreign currengias $647.2 million at May 31, 2001, which is hene as the carrying values of the
loans prior to their elimination. The U.S. dollairfvalue of the fixed rate Japanese yen denonmdragbt that was outstanding at May 31,
2001 was $181.1 million
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versus a carrying value of $191.0 million at thated The U.S. dollar fair values of the fixed rét&. dollar denominated debt, the euro swap
payable and the U.S. dollar swap receivable asay 81, 2001 were $256.2 million, $179.4 million &266.4 million, respectively, versus
carrying values of $249.6 million, $172.6 millionca$250.0 million, respectively, at that date.

In August 2001, we issued a $250 million aogte bond maturing in August 2006, with a fixettmast rate of 5.5%. In November 2001,
we entered into receive-fixed pay-variable intera swap agreements to hedge the interest rptsese related to this bond. The interest
rate swaps have an aggregate notional amount & $25on maturing in August 2006. The receive-fikeates on the swaps match the fixed
rate on the bond, and the pay-variable rates aedoan the three-month LIBOR rates plus a spreac result of the interest rate swap
agreements, our effective interest rate on the $2iibn corporate bond was 3.3% as of May 31, 200% difference between the carrying
amounts and fair value of the corporate bond aladee interest rate swaps was $1.8 million at May2902.

Expected Maturity Date
Year Ended May 31,

2003 2004 2005 2006 2007 Thereafter Total Fair Vau

(In millions, except interest rates)
Foreign Exchange Risk
Euro Functional Currenc
Intercompany loan — U.S. dollar
denominate— Fixed rate Principal paymer $131. — — — — — $131.2 $131.2
Average interest ral 2.2% — — — — — 2.2%
U.S. Dollar Functional Currenc
Intercompany loans — Euro denominated —

Fixed rate Principal paymer $135.1 147 .« — — — — $282. $282.t

Average interest raf 5.5% 5% — — — — 5.6%
Intercompany loan — Japanese yen

denominate— Fixed rate Principal paymer $161.: — — — — — $161.c $161.c

Average interest rai 0.4% — — — — — 0.4%
Intercompany loan — Canadian dollar

denominate«— Fixed rate Principal paymer $ 29.Z — — — — — $ 29.C $ 29.5

Average interest raf 2.€% — — — — — 2.€%

Argentine peso Functional Curren
Intercompany loan — U.S. dollar
denominate— Fixed rate Principal paymer $ 44.¢ — — — — — $ 44.¢ $ 44.¢
Average interest rai 2.2% — — — — — 2.2%
Japanese Yen Functional Currel
Long-term Japanese yen debt-Fixed rate

Principal payment $ 5.2 5.2 5.2 5.3 5.3 $154.¢ $181.4 $207 .4
Average interest raf 3.2% 3.3% 3.3% 34% 3.4% 3.7% 3.€%
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Expected Maturity Date
Year Ended May 31,

2003 2004 2005 2006 2007 Thereafter Total Fair Vau

(In millions, except interest rates)
Interest Rate Risk

Japanese Yen Functional Currel
Long-term Japanese yen debt-Fixed rate

Principal payment 8 5.8 e 5.3 .3 e $154.¢ $181. $207.2
Average interest raf 3.2% 3.3% 3.2% 3.4% 3.4% 3.7% 3.€%
U.S. Dollar Functional Currenc
Long-term U.S. dollar debt-Fixed rate Principal
payments $50.C 199.¢ — —  250.( — $499.¢ $516.£
Average interest rai 5.% 58% 55% 55% 5.5% — 5.7%
Fixed euro for fixed U.S. dollar cross-currency
swap Euro swap payak $41.4 147 .4 — — — — $188.¢ $196.2
U.S. dollar swap receivab $50.C 200.( — — — — $250.( $267.¢
Average pay rate (eur 5.6% 5% — — — — 5.6%
Average receive rate (U.S. dolla 6.5% 6.5% — — — — 6.5%

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 statsrare 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 Exchawef 1934. Forward-looking statements includethwut 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 timeejports 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 consumersaddrsers; demographic changes; changes in congueferences; popularity of
particular designs, categories of products, andtspseasonal and geographic demand for NIKE prtsgddficulties in anticipating or
forecasting changes in consumer preferences, carsdemand for NIKE products, and the various mafidketbrs described above;
difficulties in implementing, operating, and mainiag NIKE's increasingly complex information sysis and controls, including, without
limitation, the systems related to demand and suplainning, and inventory control; interruptionsdata and communications systems;
fluctuations and difficulty in forecasting operatiresults, including, without limitation, the fabiat advance “futures” orders may not be
indicative of future revenues due to the changimgahfutures and at-once orders; the ability oKElto sustain, manage or forecast its
growth and inventories; the size, timing and mippofchases of NIKE's products; new product develephand introduction; the ability to
secure and protect trademarks, patents, and ottedlectual property; performance and reliabilifypooducts; customer service; adverse
publicity; the loss of significant customers or gligrs; dependence on distributors; business dismsy increased costs of freight and
transportation to meet delivery deadlines; increasdorrowing costs due to any decline in our dabings; changes in business strategy or
development plans; general risks associated wiitthgdousiness outside the United States, includiitaut limitation, import duties, tariffs,
guotas and political and economic instability; afg@sin government regulations; liability and otblims asserted against NIKE; the ability
to
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attract and retain qualified personnel; and othetdrs referenced or incorporated by referenchigreport and other reports.

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 possiblerfamagement to predict all such risk factors, @orit assess the impact of all such risk
factors on NIKES business or the extent to which any factor, anlwoation of factors, may cause actual resultsfferdmaterially from thos:
contained in any forward-looking statements. Gitrase risks and uncertainties, investors shoulglace undue reliance on forwakabking
statements as a prediction of actual results.

Investors should also be aware that while BlHoOes, from time to time, communicate with se@sifinalysts, it is against NIKE’s policy
to disclose to them any material non-public infotioraor other confidential commercial informatigkccordingly, shareholders should not
assume that NIKE agrees with any statement or téggred by any analyst irrespective of the contétiie statement or report. Furthermore,
NIKE has a policy against issuing or confirmingdfittial forecasts or projections issued by othensisTto the extent that reports issuec
securities analysts contain any projections, fasescar opinions, such reports are not the respibitsiald NIKE.

Item 8. Financial Statements and Supplemental Data

Management of NIKE, Inc. is responsible toe tnformation and representations contained grport. 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 designedasonably assure that assets are safeguardedfi@uthorized use or disposition ¢
which provide for the preparation of financial staents in conformity with generally accepted actiogrprinciples. These systems are
supplemented by the selection and training of §edlifinancial personnel and an organizationaldtre providing for appropriate
segregation of duties.

An Internal Audit department reviews the tessaf its work with the Audit Committee of the Bolaof Directors, presently consisting of
three outside directors. The Audit Committee ipoesible for recommending to the Board of Directbes appointment of the independent
accountants and reviews with the independent a¢ants) management and the internal audit staffst@e and the results of the annual
examination, the effectiveness of the accountingrobsystem and other matters relating to therfomal affairs of NIKE as they deem
appropriate. The independent accountants and thenal auditors have full access to the Committeth, and without the presence of
management, to discuss any appropriate matters.
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REPORT OF INDEPENDENT ACCOUNTANTS

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

In our opinion, the consolidated financiatements listed in the index appearing under Itd(A){1) on page 55 present fairly, in all
material respects, the financial position of NIKEg. and its subsidiaries at May 31, 2002 and 2@@d,the results of their operations and
their cash flows for each of the three years inpleod ended May 31, 2002 in conformity with aaating principles generally accepted in
United States of America. In addition, in our opimi the financial statement schedule listed inindex appearing under ltem 14(A)(2) on
page 55 presents fairly, in all material respetis,information set forth therein when read in cotion with the related consolidated
financial statements. These financial statemerdgfiaancial statement schedule are the resportgibifithe Company’s management; our
responsibility is to express an opinion on thesarftial statements and financial statement schdshged on our audits. We conducted our
audits of these statements in accordance withiagditandards generally accepted in the UniteceStat America, which require that we p
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements, assessing the accounting
principles used and significant estimates made dgagement, and evaluating the overall financiaéstant presentation. We believe that
audits provide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidatedrfcial statements, effective June 1, 2001, thepadosnchanged its method of accounting for
derivative instruments in accordance with Stateméiinancial Accounting Standards No. 133 “Accangtfor Derivative Instruments and
Hedging Activities” and Statement of Financial Aoating Standards No. 138, “Accounting for Certaierivative Instruments and Certain
Hedging Activities.”

/s/ PRICEWATERHOUSECOOPERS LLP

Portland, Oregon
June 27, 2002

30




Table of Contents

NIKE, INC.

CONSOLIDATED STATEMENTS OF INCOME

Year Ended May 31,

2002 2001 2000

(In millions, except per share data)

Revenue: $9,893.( $9,488.¢ $8,995.:
Costs and expense
Cost of sale: 6,004.° 5,784.¢ 5,403.¢
Selling and administrativ 2,820.¢ 2,689." 2,606.¢
Interest expense (Notes 4 anc 47.€ 58.7 45.C
Other income/expense, net (Notes 1, 10 anc 3.C 34.1 20.7
Total costs and expens 8,875. 8,567 .« 8,075.¢
Income before income taxes and cumulative effecb@ating chang 1,017.: 921.¢ 919.2
Income taxes (Note ¢ 349.( 331.7 340.1
Income before cumulative effect of accounting clee 668.: 589.7 579.1
Cumulative effect of accounting change, net of medaxes of $3.0
(Note 1) 5.C — —
Net income $ 663.C $ 589.7 $ 579.1
| | |

Basic earnings per common share — before accouatiagge (Notes 1

and 9) $ 2.5C $ 2.1¢ $ 2.1C
Cumulative effect of accounting char 0.0z — —
$ 2.4¢ $ 2.1¢ $ 2.1C

I I I

Diluted earnings per common share — before accogrmtiange (Notes 1

and 9) $ 2.4¢ $ 2.1¢ $ 207
Cumulative effect of accounting char 0.0z — —
$ 2.4 $ 2.1¢ $ 2.07

| | |

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

CONSOLIDATED BALANCE SHEETS

May 31,
2002 2001
(In millions)
ASSETS
Current Assets
Cash and equivalen $ 575.t $ 304.(
Accounts receivable, less allowance for doubtfaloants of $77.4
and $72.1 1,807.: 1,621.
Inventories (Note 2 1,373.¢ 1,424.:
Deferred income taxes (Notes 1 anc 140.¢ 1132
Prepaid expenses and other current assets (N 260.5 162.5
Total current asse 4,157 3,625.¢
Property, plant and equipment, net (Nott 1,614.! 1,618.¢
Identifiable intangible assets and goodwill, nedid1) 437.¢ 397.<
Deferred income taxes and other assets (Notes B) 233.( 178.2
Total asset $6,443.( $5,819.¢
| |
LIABILITIES AND SHAREHOLDERS'’ EQUITY
Current Liabilities:
Current portion of lon-term debt (Note 5 $ b55. $ 54
Notes payable (Note « 425.2 855.:
Accounts payable (Note . 504.¢ 432.(
Accrued liabilities (Note 15 768.: 472.1
Income taxes payab 83.C 21.¢
Total current liabilities 1,836.: 1,786.°
Long-term debt (Notes 5 and 1 625.¢ 435.¢
Deferred income taxes and other liabilities (Ndtesd 6) 141.¢ 102.Z
Commitments and contingencies (Notes 13 anc
Redeemable Preferred Stock (Note 0.2 0.2
Shareholder Equity:
Common Stock at stated value (Note
Class A convertibl— 98.1 and 99.1 shares outstand 0.2 0.2
Class B— 168.0 and 169.5 shares outstanc 2.€ 2.€
Capital in excess of stated val 538.7 459.¢
Unearned stock compensati (5.7 (9.9
Accumulated other comprehensive i (192.9) (152.7)
Retained earning 3,495.( 3,194.:
Total shareholde’ equity 3,839.( 3,494.!
Total liabilities and sharehold¢ equity $6,443.( $5,819.¢
| |

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended May 31,

2002 2001 2000
(In millions)
Cash provided (used) by operations
Net income $ 663.: $589.7 $579.1
Income charges not affecting ca
Depreciatior 223t 197.¢ 188.(
Deferred income taxe 15.2 79.¢ 36.¢
Amortization and othe 53.1 16.7 35.€
Income tax benefit from exercise of stock opti 13.€ 324 14.€
Changes in certain working capital compone
Increase in accounts receiva (135.9) (141.9 (82.€)
Decrease (increase) in inventor 55.4 (16.7) (311.9
Decrease in other current assets and income tages/able 16.¢ 78.C 61.2
Increase (decrease) in accounts payable, accrfgtities and incom
taxes payabl 175.¢ (179.9 178.¢
Cash provided by operatio 1,081.t 656.- 699.¢
Cash provided (used) by investing activities:
Additions to property, plant and equipment and b (282.9) (317.¢ (419.9
Disposals of property, plant and equipm 15.€ 12.7 25.C
Increase in other ass¢ (39.) (42.5) (51.9)
Increase in other liabilitie 3.5 5.1 5.8
Cash used by investing activiti (302.9 (342.9) (440.0
Cash provided (used) by financing activities
Proceeds from lor-term debt issuanc 329.¢ — —
Reductions in lon-term debt including current portic (80.9) (50.9) 1.7
(Decrease) increase in notes payi (431.5 (68.9) 505.1
Proceeds from exercise of stock options and otioeksssuance 59.t 56.C 23.¢
Repurchase of stoc (226.9 (157.0) (646.9)
Dividends— common and preferre (128.9 (129.%) (133.))
Cash used by financing activiti (478.2) (349.9 (252.7)
Effect of exchange rate chang (29.0 85.4 48.7
Net increase in cash and equivale 271t 49.7 56.2
Cash and equivalents, beginning of y 304.( 254.2 198.1
Cash and equivalents, end of y $ 575t $ 304.( $ 254.:
| | |
Supplemental disclosure of cash flow information
Cash paid during the year fc
Interest $ 54z $ 685 $ 45.C
Income taxe: 262.( 173.1 221.]
Non-cash investing and financing activity:
Assumption of lon-term debt to acquire property, plant and equipr — — $ 108.¢

The accompanying notes to consolidated financédégsients are an integral part of this statement.
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Balance at May 31, 1999

Stock options exercised
Conversion to Class B Common Stc
Repurchase of Class B Common Stock

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

NIKE, INC.

Common Stock

Dividends on Common stock ($.48 per share)

Issuance of shares to employ:
Amortization of unearned compensation
Comprehensive income:

Net income

Foreign currency translation (net of tax expe

of $1.2)

Comprehensive incon

Balance at May 31, 2000

Stock options exercise

Conversion to Class B Common Stock
Repurchase of Class B Common Stock

Dividends on Common stock ($.48 per shi

Issuance of shares to employees
Amortization of unearned compensation
Forfeiture of shares from employe
Comprehensive income:

Net income

Foreign currency translation and other (net of

tax benefit of $2.4)
Comprehensive income
Balance at May 31, 2001

Stock options exercised
Conversion to Class B Common Stc
Repurchase of Class B Common Stock

Dividends on Common stock ($.48 per share)

Issuance of shares to employees and o
Amortization of unearned compensation
Forfeiture of shares from employees
Comprehensive income (Note 1

Net income

Other comprehensive income (net of tax bel

of $17.4):

Foreign currency translation

Cumulative effect of change in accounting

principle (Note 1)
Adjustment for fair value of hedge

derivatives

Comprehensive incomr

Balance at May 31, 2002

Capital in Accumulated
Class A Class B Excess of Unearned Other
Stated Stock Comprehensive Retained
Shares  Amount Shares  Amount Value Compensation Loss Earnings Total
(In millions, except per share data)
100.7 0.2 181.¢ 2.7 334.1 — (68.9) 3,066.t 3,334.¢
1.2 38.7 38.7
(1.5) i

(14.5) 0.2) 17.9) (627.9) (644.5)

(131.%) (131.5)

0.5 13.E (13.9) —

1.8 1.8

579.1 579.1

(42.2) (42.2)

(42.2) 579.1 536.¢

99.2 0.2 170.¢ 2.€ 369.( (11.7) (111.3) 2,887.( 3,136.(
2.¢ 91.C 91.C
0.1 0.1 —
4.0 (4.9) (152.2) (157.0

(129.¢) (129.6)

0.1 6.7 (6.7) —

7.2 7.3

(2.5) 1.2 (0.6) (1.9

589.7 589.1

(41.0) (41.0)

(41.0) 589.7 548.1

99.1 $0.2 169.5 $2.€ $459.4 $ (9. $(152.7) $3,194.: 3,494.t
1.7 72.¢ 72.€

(1.0 1.C

4.3 (5.2) (232.5) (237.%)

(128.¢) (128.€)

0.2 13.2 1.9) 11.3

6.5 6.5

0.2 (1.€) 0.2 1.5) (2.9

663.: 663.2

(1.5) (1.5

56.€ 56.€

(95.€) (95.6)

(40.3) 663.: 623.(

98.1 $0.2 168.( $2.€ $538.7 $ (5.0 $(192.9) $3,495.( $3,839.(
— - ] ] ] — — —
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Note 1 — Summary of Significant Accounting Policies

Basis of Consolidatior

The consolidated financial statements inclildeaccounts of NIKE, Inc. and its subsidiariée (Eompany). All significant intercompany
transactions and balances have been eliminated.

Recognition of Revenue

Wholesale revenues are recognized wherptitéses and the risks and rewards of ownershippgasaed to the customer, based on the
terms of sale. Title passes generally upon shipmeapon receipt by the customer depending on ¢hiatcy of the sale and the agreement
with the customer. Retail store revenues are recbad the time of sale. Provisions for sales distoand returns are made at the time of sale.

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

Advertising production costs are expensed the tiims the advertisement is run. Media (TV and pnidcement costs are expensed in
month the advertising appears. A significant amaidinhe 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 compliancevigions of the contracts. Prepayments
made under contracts are included in Prepaid ergeansd other current assets or Other assets degemithe length of the contract.
Through cooperative advertising programs, we rensdour retail customers for certain of their cadtadvertising our products. We record
these costs in selling and administrative expeh#igegooint in time when we are obligated to owstomers for the costs. This obligation may
arise prior to the related advertisement being Tutal advertising and promotion expenses wereZF1Pmillion, $998.2 million and
$974.1 million for the years ended May 31, 200Z)22@nd 2000, respectively. Included in Prepaid rgpe and other current assets and (
assets was $113.2 million and $122.3 million at Nay2002 and 2001, respectively, relating to picepdvertising and promotion expenses.

Cash and Equivalent

Cash and equivalents represent cash andtgnort highly liquid investments with original maities of three months or less.
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 Depreciati

Property, plant and equipment are recordetstt Depreciation for financial reporting purp®sedetermined on a straight-line basis for
buildings and leasehold improvements over 2 toedryand principally on a declining balance bamigrfachinery and equipment over 2 to
15 years. Computer software is depreciated oragghtrline basis over 3 to 10 years.
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Identifiable Intangible Assets and Goodw

At May 31, 2002 and 2001, the Company hadriaf trademarks and other identifiable intangitsigets recorded at a cost of
$264.2 million and $218.6 million, respectively.ef@ompanys excess of purchase cost over the fair value tedseets of businesses acqu
(goodwill) was $333.6 million and $322.5 millionlday 31, 2002 and 2001, respectively.

Identifiable intangible assets and goodwill Being amortized over their estimated usefuklioe a straight-line basis over five to forty
years. Accumulated amortization was $160.0 milkod $143.8 million at May 31, 2002 and 2001, reSpely. Amortization expense, whic
is included in other income/expense, was $15.7anill$15.6 million and $18.5 million for the yeamsded May 31, 2002, 2001 and 2000,
respectively.

Impairment of Lon¢-Lived Assets

When events or circumstances indicate theyicar value of a long-lived asset may be impaitbd, Company estimates the future
undiscounted cash flows to be derived from thetassassess whether or not a potential impairmeiste If the carrying value exceeds our
estimate of future undiscounted cash flows, we ttadaulate the impairment as the excess of thg/iogrvalue of the asset over our estimate
of its fair market value.

Foreign Currency Translation and Foreign Currencyrénsactions

Adjustments resulting from translating forefuinctional currency financial statements into \#&llars are included in the foreign
currency translation adjustment, a component afigedated other comprehensive loss in shareholéersty.

Transaction gains and losses generated bgffthet of foreign exchange on recorded assetdiabitities denominated in a currency
different from the functional currency of the applle Company entity are recorded in other incorpeiese currently.

Net foreign currency transaction gains, whittlude transaction gains and losses referrethdo@as well as hedge results captured in
revenues, cost of sales, selling and administratkpgense and other income/expense, were $45.bmif§il29.6 million, and $36.1 million fi
the years ended May 31, 2002, 2001, and 2000 ridgplgc

Adoption of FAS 132

The Company adopted Statement of FinanciabAnting Standards (“SFAS”) No. 133, “Accounting ERerivative Instruments and
Hedging Activities,” as amended by SFAS No. 138¢¢aunting for Certain Derivative Instruments andt&ie Hedging
Activities” (FAS 133) on June 1, 2001.

In accordance with the transition provisioh$AS 133, the Company recorded a dinge transition adjustment as of June 1, 2001 dh
the consolidated statement of income and the cioledet! balance sheet. The transition adjustmeth®onsolidated statement of income
was a charge of $5.0 million, net of tax effectisTéaimount related to an investment that was adjustéair value in accordance with
FAS 133. The transition adjustment on the constdldalance sheet represented the initial recagnitf the fair values of hedge derivatives
outstanding on the adoption date and realized gaiddosses on effective hedges for which the uyidgrexposure had not yet affected
earnings. The transition adjustment on the conatdiibalance sheet was an increase in currensagsgt16.4 million, an increase in
noncurrent assets of $87.0 million, an increasauiment liabilities of $151.6 million, and an ines® in other comprehensive income of
approximately $56.8 million, net of tax effect. Timajority of the $56.8 million recorded in othemgorehensive income as of June 1, 2001
related to outstanding derivatives at that dateaBse exchange rates on the transition date wieeedit from those on the maturity dates of
these derivatives and because
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some contracts maturing during the year ended Mag@02 were entered into after the transition dat@unts ultimately reclassified to
earnings during the year ended May 31, 2002, azithesl in note 12, are significantly different frahis amount.

Accounting for Derivatives and Hedging Activitie

The purpose of the Company’s foreign curreémegging activities is to protect the Company frii@ risk that the eventual cash flows
resulting from transactions in foreign currenciasluding revenues, product costs, selling and agitrative expenses, and intercompany
transactions, including intercompany borrowingd| ke adversely affected by changes in exchangsrdthe Company does not hold or is
derivatives for trading purposes. It is the Compsupplicy to utilize derivatives to reduce foreigrchange risks where internal netting
strategies cannot be effectively employed. Fluabnatin the value of hedging instruments are offigefluctuations in the value of the
underlying exposures being hedged.

Derivatives used by the Company to hedgeisiks described above are forward exchange costraptions and cross-currency swaps.
These instruments protect against the risk thag#emtual net cash inflows and outflows from foneagirrency denominated transactions will
be adversely affected by changes in exchange rHtescross-currency swaps are used to hedge foceigancy denominated payments
related to intercompany loan agreements. Hedgedacdions are denominated primarily in Europeanecgies, Japanese yen, Canadian
dollars, Korean won, Mexican pesos, Australianatslland new Taiwan dollars. The Company hedgés LP0% of anticipated exposures
typically twelve months in advance but has hedgedhach as 32 months in advance. When intercompemgslare hedged, it is typically for
their expected duration, which in some circumstamay be in excess of five years.

The Company is also exposed to the risk ahgles in the fair value of certain fixed-rate datfitibutable to changes in interest rates.
Derivatives currently used by the Company to hettigerisk are receive-fixed, pay-variable intenede swaps. See Note 5.

All derivatives are recognized on the balasiveet at their fair value. Unrealized gain posgiare recorded as other current assets or othe
non-current assets. Unrealized loss positionsexrerded as accrued liabilities or other non-curiiabilities.

The fair values of the interest rate swagagrents are recorded as other non-current assetisesmon-current liabilities. The unrealized
gain or loss on the interest rate swaps is exattbet by an unrealized loss or gain on the undtegljong-term debt.

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

The interest rate swap agreements are desipaa fair value hedges of the related long-tezbt dnd meet the shortcut method
requirements under FAS 133. Accordingly, intereismse on the related long-term debt is recordeddan the variable rates paid under the
interest rate swap agreements, and changes iaitheafues of the interest rate swap agreementstlgx@fset changes in the fair value of the
long-term debt.

The Company considers whether any provisiom®n-derivative contracts represent “embeddedivdéve instruments as described in
FAS 133. For the period ended May 31, 2002 the Gomas concluded that no “embedded” derivativeunsents warrant separate fair
value accounting under FAS 133.

Changes in fair values of outstanding cagW fhedge derivatives that are highly effectiveraarded in other comprehensive income,
until earnings are affected by the variability asb flows of the hedged transaction. In most casesunts recorded in other comprehensive
income will be released to earnings some time #ftematurity of the related derivative. The coigaiked statement of income classification
of
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effective hedge results is the same as that dfitiderlying exposure. Results of hedges of revendegpeoduct costs are recorded in revenue
and cost of sales, respectively, when the undeyliigdged transaction affects earnings. Resulteddés of selling and administrative
expense are recorded together with those costs thiearlated expense is recorded. Results of hexfgeticipated intercompany
transactions are recorded in other income/expehsa the transaction occurs. Hedges of recordedtmlsheet positions are recorded in
other income/expense currently together with thadaction gain or loss from the hedged balance glos#ion. Unrealized derivative gains
and losses recorded in current and non-currentsaasd liabilities and amounts recorded in oth@nme@hensive income are non-cash items
and therefore are taken into account in the preiparaf the consolidated statement of cash flowselzaon their respective balance sheet
classifications.

The critical terms of the company’s outstagdinterest rate swap agreements exactly matceritieal terms of the underlying debt.
Therefore, under the shortcut provisions of FAS, 188 swaps are considered perfectly effective.

The Company formally documents all relatiapstbetween hedging instruments and hedged itesnsel as its risk-management
objective and strategy for undertaking hedge tretitzas. This process includes linking all derivatithat are designated as foreign-currency
cash flow hedges to either specific assets anditiab on the balance sheet or specific firm conmaints or forecasted transactions. The
Company also formally assesses, both at the hedgmEption and on an ongoing basis, whether thivatéres that are used in hedging
transactions have been highly effective in offsgttthanges in the cash flows of hedged items aredh&hthose derivatives may be expected
to remain highly effective in future periods. Wheis determined that a derivative is not, or haased to be, highly effective as a hedge, the
Company discontinues hedge accounting prospectigslgiscussed below.

The Company discontinues hedge accountingpaaively 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 eiserd; (3) it is no longer probable that the foréeddransaction will occur; or (4) management
determines that designating the derivative as gihgdnstrument is no longer appropriate.

When the Company discontinues hedge 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 comprekieriscome and is reclassified into
earnings when the forecasted transaction affectsregs. However, if it is probable that a forecddimnsaction will not occur by the end of
the originally specified time period or within additional two-month period of time thereafter, thens and losses that were accumulated in
other comprehensive loss will be recognized imntetlian earnings. In all situations in which hedmgeounting is discontinued and the
derivative remains outstanding, the Company withc#he derivative at its fair value on the balasbeet, recognizing future changes in the
fair value in current-period earnings. Any hedgeffiectiveness is recorded in current-period eamiigfectiveness is assessed based on
forward rates.

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

Income Taxes

United States income taxes are provided atlyren financial statement earnings of non-U.Risédiaries expected to be repatriated. The
Company determines annually the amount of undigteithnon-U.S. earnings to invest indefinitely sibn-U.S. operations. The Company
accounts for income taxes using the asset andityatviethod. This approach requires the recognitibdeferred tax assets
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and liabilities for the expected future tax consatpes of temporary differences between the cargingunts and the tax bases of other a:
and liabilities. See Note 6 for further discussion.

Earnings Per Share

Basic earnings per common share is calculayetividing net income by the weighted average benof common shares outstanding
during the year. Diluted earnings per common slsacalculated by adjusting weighted average outt@nshares, assuming conversion o
potentially dilutive stock options and awards. Skexe 9 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 redladsb conform to fiscal year 2002 presentatiohe3e changes had no impact on previously
reported results of operations or shareholdersitgqu

Recently Issued Accounting Standar

The Company will adopt SFAS No. 142, “Goodaiid Other Intangible Assets” (FAS 142) on Jun2D2. FAS 142 requires that
goodwill and intangible assets with indefinite bveo longer be amortized but instead be measurethfmirment at least annually, or when
events indicate that an impairment exists. As efatioption date, amortization of outstanding gotidwid other indefinite-lived intangible
assets will cease. As a result of the eliminatibthis amortization, other expense will decreasapgroximately $13 million annually
beginning in the quarter ended August 31, 2002.

As required by FAS 142, we will perform impaéent tests on goodwill and other indefinite-liviathngible assets as of the adoption date.
Thereafter, we will perform impairment tests anfwiahd whenever events or circumstances indicatetkie value of goodwill or other
indefinite-lived intangible assets might be impdirn connection with the FAS 142 indefinite-livedangible asset impairment test, we will
utilize the required one-step method to determihetihver an impairment exists as of the adoption. diateonnection with the FAS 142
transitional goodwill impairment test, we will utié the required two-step method for determiningdyeaill impairment as of the adoption
date.

We have estimated that we will likely incutransitional impairment loss of approximately $2willion related to our Bauer NIKE
Hockey and Cole Haan subsidiaries, reflecting thatfair values we have estimated for these sudrsidi are less than the carrying values
including goodwill. This expected transitional inmpaent loss will be recognized as a cumulativeatftd a change in accounting principle in
our consolidated statement of income during thetqguanded August 31, 2002.

In October 2001, the FASB issued SFAS No, 1Adcounting for the Impairment or Disposal of lgshived Assets” (FAS 144). This
statement supersedes SFAS No. 121, “Accountinthiotmpairment of Long-Lived Assets and for Long«<d Assets to be Disposed
Of” (FAS 121), and amends Accounting Principles f8ld&tatement No. 30, “Reporting the Effects of Disg of a Segment of a Business,
and Extraordinary, Unusual and Infrequently Ocawyiievents and Transactions” (APB 30). FAS 144 nexgpuihat long-lived assets that are to
be disposed of by sale be measured at the lowssal value or fair value less costs to sell. FA8 fetains the fundamental provisions of
FAS 121 for (a) recognition and measurement of
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the impairment of long-lived assets to be held ased and (b) measurement of long-lived assets thispesed of by sale. This statement also
retains APB 30’s requirement that companies regisdontinued operations separately from continwipgrations. All provisions of this
statement will be effective for the Company on JUn2003. It is not expected that the adoptionA$HA 44 will have any impact on the
Company’s consolidated financial position or resolt operations.

Note 2 —Inventories

Inventories by major classification are dtofes:

May 31,
2002 2001
(In millions)
Finished good $1,348.:  $1,399.¢
Work-in-progress 13.C 15.1
Raw material: 12.€ 9.1

$1,373.8  $1,424.:

] ]
Note 3 —Property, Plant and Equipment
Property, plant and equipment includes thieviong:
May 31,
2002 2001
(In millions)
Land $ 1785 $ 177.
Buildings 739.¢ 695.¢
Machinery and equipme 1,356.¢ 1,117.2
Leasehold improvemen 394.; 391.¢
Construction in proces 72.4 171.C

Less accumulated depreciati

Capitalized interest expense incurred wag #illion, $8.4 million and $4.8 million for the ges ended May 31, 2002, 2001 and 2000,

respectively.

40

2,741, 2,552.¢
1,127.; 934.(

$1,614.8  $1,618.¢




Table of Contents
NIKE, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Note 4 —Short-Term Borrowings and Credit Lines:

Commercial paper outstanding, notes payablabks, and interest-bearing accounts payablésshi Iwai American Corporation
(NIAC) are summarized below:

May 31,
2002 2001
Interest Interest
Borrowings Rate Borrowings Rate
(In millions) (In millions)
Notes payable and commercial paj
U.S. operation $339.2 1.82% $710.C 4.07%
Non-U.S. operation: 86.C 6.61% 145 6.5(%
$425.2 $855.¢
I I
NIAC 36.2 2.62% 30.4 5.14%

At May 31, 2002 there was $338.3 million ¢amsling and at May 31, 2001 there was $710.0 miliotstanding under our commercial
paper program.

The Company purchases through NIAC certdifetit footwear and apparel it acquires from no&-lsuppliers. These purchases are for
the Company’s operations outside of the U.S., Beirapd Japan. Accounts payable to NIAC are geneatat up to 60 days after shipment of
goods from the foreign port. The interest rate wrhsaccounts payable is the 60 day London Interi@ffédred Rate (LIBOR) as of the
beginning of the month of the invoice date, plu&g6.

The Company has a $600.0 million, 364-daymdtted credit facility and a $500.0 million, muitear committed credit facility in place
with a group of banks under which no amounts atstanding. The $600.0 million facility matures oovémber 15, 2002 and can be
extended 364 days on each maturity date. The $30illion facility matures on November 17, 2005, antte a year, it can be extended for
one additional year. Based on the Company’s cusenibr unsecured debt ratings, the interest feieged on any outstanding borrowings on
the $600.0 million facility would be the prevailihidBOR plus 0.24%, and the interest rate chargedmnoutstanding borrowings on the
$500.0 million facility would be the prevailing LBR plus 0.22%. The facility fees for the $600.0limil and the $500.0 million facilities are
0.06% and 0.08%, respectively, of the total comraitmUnder these agreements, the Company mustairgiatnong other things, certain
minimum specified financial ratios with which the@pany was in compliance at May 31, 2002.
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Note 5 — ong-Term Debt

Long-term debt includes the following:

May 31,
2002 2001
(In millions)

6.69% Medium term note, payable June 17, Z $ 50.C $ 50.C

6.375% Corporate Bond, payable December 1, : 199.¢ 199.¢

5.5% Corporate Bond, payable August 15, 2 248.2 —

4.3% Japanese yen note, payable June 26, 83.4 85.2
2.6% Japanese yen note, maturing August 20, 2068Ldh November 20,

2020 67.¢ 73.2
2.0% Japanese yen note, maturing August 20, 206dh November 20,

2020 30.2 32.t

Other 1.8 5

Total 681.2 441.:

Less current maturitie Dok 5.4

$625.¢  $435.¢

The 6.69% medium term note, due June 17,,2088 repaid subsequent to May 31, 2002.

In February 1999, the Company filed a shegfistration with the U.S. Securities and Exchangm@ission (“SEC”) for the sale of up to
$500.0 million in debt securities. In August 200k issued a $250.0 million corporate bond underghelf registration, maturing in August
2006, with an interest rate of 5.5%. With the pemte we reduced the amount of commercial papetamding. In November 2001 the
Company entered into interest rate swap agreenatsig $250 million and maturing August 2006, wdtey the Company receives fixed
interest payments at 5.5% and pays variable irttpsgsnents based on the three-month LIBOR plugeasp At May 31, 2002, the interest
rates payable on the swap agreements were appitekn3a3%.

We have an effective shelf registration stegtet with the Securities and Exchange CommissiofIdillion of debt securities. As of
May 31, 2002, we had not issued any debt underetffistration statement. Subsequent to May 31, 2082ssued a total of $90.0 million in
notes under the medium term note program of th¥ sdwstration. The notes have coupon rates thiage from 4.80% to 5.66%. The
maturities range from July 9, 2007 to August 7,2®or $75 million of the notes, we simultaneowstyered into interest rate swap
agreements whereby we receive fixed interest patgrarthe same rate as the notes and pay varigblest payments based on thersixath
LIBOR plus a spread. Each swap has the same nbaamaunt and maturity date as the corresponding. iter issuance of these notes,
$910.0 million remains available to be issued urodershelf registration. We may issue further noteder the shelf registration during the
year ended May 31, 2003 depending on working claguit. general corporate nee

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 Japaysséoans as part of its agreement to
purchase a distribution center in Japan, whicheseas collateral for the loans. These loans matuequal quarterly installments during the
period August 20, 2001 through November 20, 20@t&rést is also paid quarterly.
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Amounts of long-term debt maturities in ea€lthe years ending May 31, 2003 through 2007 &Ee3million, $205.3 million,
$5.5 million, $5.5 million and $254.7 million, resgively.

Note 6 —Income Taxes

Income before income taxes and cumulativectfbf accounting change is as follows:

Year Ended May 31,

2002 2001 2000
(In millions)
Income before income taxes and cumulative effeetcobunting chang:
United State: $ 511.C $470.7 $530.4
Foreign 506.1 450.% 388.¢
$1,017.: $921.¢ $919.2
| | |

The provision for income taxes is as follows:

Year Ended May 31,

2002 2001 2000
(In millions)
Current:
United State!
Federal $156.5 $158.t $205.(
State 32.C 31.€ 30.€
Foreign 1475 76.2 58.¢
336.2 266.2 294 .4
Deferred:
United State:
Federal 3.3 64.2 327
State 3.3 2.€ 1.6
Foreign 12.¢ (1.4) 11.4
12.€ 65.4 457
$349.( $331.7 $340.1
I | I
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Deferred tax (assets) and liabilities are posed of the following:

May 31,
2002 2001
(In millions)
Deferred tax asset

Allowance for doubtful accoun (14.5) (16.3)
Inventory reserve (17.9 (17.2)
Sales return reserv: (22.7) (18.9)
Deferred compensatic (49.0 (40.7)
Reserves and accrued liabiliti (38.5) (40.7)
Tax basis inventory adjustme (16.0 (16.9)
Property, plant, and equipme (23.9) (25.7)
Foreign loss carryforwarc (39.9 (34.6)
Hedges (26.7) —
Other (22.7) (21.5)
Total deferred tax asse (270.2) (230.%)

Deferred tax liabilities
Undistributed earnings of foreign subsidiat $ 22.( $ 53.C
Property, plant and equipme 59.¢ 18.4
Hedges 13.7 —
Other 26.7 20.t
Total deferred tax liabilitie 122.( 92.¢
Net deferred tax asset before valuation allows (148.2) (137.9
Valuation allowanct 13.2 14
Net deferred tax ass $(135.0) $(136.5)
| |

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

Year Ended
May 31,

2002 2001 2000
Federal income tax ra 35.(% 35.(% 35.(%
State taxes, net of federal ben 2.2 2.4 2.3
Foreign earning 3.0 (1.8 (1.5
Other, ne 0.2 04 1.2
Effective income tax rat 34.2% 36.(% 37.(%

[ | [ | [ |

The Company has indefinitely reinvested apipnately $361.1 million of the cumulative undistiied earnings of certain foreign
subsidiaries, of which $150.0 million was earnedrduthe year ended May 31, 2002. Such earningddumeisubject to U.S. taxation if
repatriated to the U.S. The amount of unrecogniagdrred tax liability associated with the permdlyereinvested cumulative undistributed
earnings was approximately $91.5 million.

Deferred tax assets at May 31, 2002 and 2@9% reduced by a valuation allowance relatingtotenefits attributable to net operating
losses of certain foreign subsidiaries where Itealaws limit the utilization of such net operatilosses.
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A benefit was recognized for foreign lossrgfrwards of $80.1 million at May 31, 2002. Suosdes expire as follows (millions):

Year Ended May 31, 2004 2005 2006 2007 2008 Indefinite

Expiration Amount 41 4.4 24.¢ 8.4 9.C 29.4

During the years ended May 31, 2002, 200d,20900 income tax benefits attributable to emplasteek option transactions of
$13.9 million, $32.4 million, and $14.9 million,geectively, were allocated to shareholders’ equity.

Note 7 — Redeemable Preferred Stock

NIAC is the sole owner of the Company’s auited Redeemable Preferred Stock, $1 par valuegghnibiredeemable at the option of
NIAC or the Company at par value aggregating $0lBom. A cumulative dividend of $0.10 per shargmyable annually on May 31 and
dividends may be declared or paid on the commarksibthe Company unless dividends on the Redeanfdgferred Stock have been
declared and paid in full. There have been no cbsuingthe Redeemable Preferred Stock in the tleaesyended May 31, 2002. As the holder
of the Redeemable Preferred Stock, NIAC does ne¢ ganeral voting rights but does have the rightoie as a separate class on the sale of
all or substantially all of the assets of the Comypand its subsidiaries, on merger, consolidafignjdation or dissolution of the Company or
on the sale or assignment of the NIKE trademarlatbletic footwear sold in the United States.

Note 8 — Common Stock

The authorized number of shares of Class f@on Stock no par value and Class B Common Stoglan@alue are 110 million and
350 million, respectively. Each share of Class Afmon Stock is convertible into one share of ClagdoBimon 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. 1990khacentive Plan (the “1990 Plan”). The
1990 Plan provides for the issuance of up to 37lkomshares of Class B Common Stock in connectidth stock options and other awards
granted under such plan. The 1990 Plan authoiiiegraint of incentive stock options, non-statuiock options, stock appreciation rights,
stock bonuses and the sale of restricted stockeXbecise price for incentive stock options maybwmtess than the fair market value of the
underlying shares on the date of grant. The exemrige for non-statutory stock options, stock apfation rights and the purchase price of
restricted stock may not be less than 75% of tharfarket value of the underlying shares on the détgrant. No consideration will be paid
for stock bonuses awarded under the 1990 PlannAridtiee of the Board of Directors administers tB8@ Plan. The committee has the
authority to determine the employees to whom awasiide made, the amount of the awards, and therderms and conditions of the
awards. As of May 31, 2002, the committee has grhatibstantially all nostatutory stock options at 100% of fair market eatun the date «
grant under the 1990 Plan.

From time to time, the Company grants resdstock and unrestricted stock to key employeeeiuthe 1990 plan. The number of shares
granted to employees during the years ended Mag2@X2 and May 31, 2001 was not material. Duringytrer ended May 31, 2000, the
Company granted 427,000 shares of restricted stbakmarket value of $27.69 per share. The resingiapse and recipients of the restricted
shares become vested in the shares over a thre@gmad from the date of grant. The shares argestin partial forfeiture if employment
terminates within the three-year period. Recipi@fitestricted shares are entitled to cash dividearit to vote their respective shares. The
value of all of the restricted shares was estabtidty the market price on the date of grant. Urezthaompensation was charged for the
market value of the restricted shares. The unearoegbensation is shown as a reduction of sharefwldguity and
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is being amortized ratably over the vesting peridgring the years ended May 31, 2002, 2001, an® 2@3pectively, the Company
recognized $4.3 million, $4.3 million and $1.0 naifi in selling and administrative expense relatethé grants, net of forfeitures.

During the years ended May 31, 2002, 200128@d, the Company also granted shares of restrattek under the Long-Term Incentive
Plan (“LTIP"), adopted by the Board of Directorsdaapproved by shareholders in September 1997. UhdarTIP, awards are made to
certain executives based on performance targetblestted over varying time periods. Once perforneaacgets are achieved, the shares of
stock are issued and, for certain plan years, remesitricted for an additional three years. In pfflan years the shares are immediately ve
upon issuance. Unvested shares are subject tatfoeféf the executive’s employment terminates witthat period. Plan participants are
entitled to cash dividends and to vote their reBpeshares. The value of the restricted sharestablished by the market price on the date of
issuance. Unearned compensation is charged fondnket value of the restricted shares. The unearaeghensation is shown as a reduction
of shareholders’ equity and is being amortizedblgtaver the service and vesting periods. UndeL{h¥® a total of 38,000 restricted shares
with an average price of $49.50 were issued dutieg/ear ended May 31, 2002, 115,000 restricteteshaith an average market value of
$47.56 were issued during the year ended May 311 ,24nd 33,000 restricted shares with an averagketealue of $51.06 were issued
during the year ended May 31, 2000. Related ta. TP, the Company recognized $9.0 million, $2.3limil and $2.0 million of selling and
administrative expense in the years ending May2802, 2001 and 2000, respectively, net of forfeisur

SFAS No. 123, “Accounting for Stock-Based Qamsation,” (FAS 123) defines a fair value methbdazounting for employee stock
compensation and encourages, but does not reqllimtities to adopt that method of accountingtiti&rs electing not to adopt the fair value
method of accounting must make pro forma disclasofenet income and earnings per share, as ifdinedlue based method of accounting
defined in this statement had been applied.

The Company has elected not to adopt thevédire method; however, as required by FAS 123Ctmpany has computed for pro forma
disclosure purposes, the fair value of options @gaduring the years ended May 31, 2002, 2001 800 Asing the Black-Scholes option
pricing model. The weighted average assumptiond fmgestock option grants for each of these yeareva dividend yield of 1%, expected
volatility of the market price of the Company’s cmon stock of 38%, 39% and 37% for the years enday 81, 2002, 2001 and 2000,
respectively; a weighted-average expected lifdefdptions of approximately five years; and interates of 4.8% and 5.4% for the years
ended May 31, 2002 and 2001, respectively, and 563286 and 6.6% for the year ended May 31, 2008s&linterest rates are reflective of
option grant dates throughout the year.

Options were assumed to be exercised oves yfear expected life for purposes of this valuatiddjustments for forfeitures are made as
they occur. For the years ended May 31, 2002, 20@12000, the total value of the options grantedwhich no previous expense has been
recognized, was computed as approximately $73 Komil$5.0 million and $129.8 million, respectivelyhich would be amortized on a
straight line basis over the vesting period ofdpdons. The weighted average fair value per sbhtiee options granted in the years ended
May 31, 2002, 2001 and 2000 are $16.02, $17.27%4abdB1, respectively.
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If the Company had accounted for these stgtlons issued to employees in accordance with F2% the Company’s pro forma net

income and pro forma earnings per share (EPS) wuaité been reported as follows:

As reportec
Pro Forme

Year Ended May 31,

2002 2001 2000
Net Diluted Basic Net Diluted Basic Net Diluted Bds
Income EPS EPS Income EPS EPS Income EPS EPS
(In millions, except per share data)
$663.: $2.44 $2.4¢ $589.7% $2.1¢€ $2.1¢ $579.1 $2.07 $2.1C
627.2 2.3C 2.34 559.( 2.0t 2.07 551.2 1.97 2.0C

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 yaadsadditional awards are made each year.

The following summarizes the stock optiomgactions under plans discussed above (adjustedl fmpplicable stock splits):

Options outstanding May 31, 19
Exercisec
Surrenderel
Granted

Options outstanding May 31, 20

Exercisec
Surrenderel
Granted

Options outstanding May 31, 20

Exercisec
Surrenderel
Granted

Options outstanding May 31, 20

Options exercisable at May 2
2000
2001
2002
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Weighted
Average

Option

Shares Price

(In thousands)

11,86¢ $34.97
(1,237) 18.2¢
(852) 52.8¢
8,29¢ 40.9¢
18,07( 38.0z
(2,944) 19.2¢
(1,309 44.8(
341 40.71
14,16¢ 41.2¢
(1,687 33.62
(724) 44 47
4,681 42.6¢
16,44 $42.31
6,65¢ $28.7:
6,62¢ 39.7(
7,59( 42.3(
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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, 2002:

Options Outstanding

Options Exercisable

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

$11.25-$27.69 4,252 $25.07 6.3< 2,48¢ $23.21
28.1%- 40.63 36¢ 39.6¢ 7.5€ 18€ 39.9¢
40.6%- 42.36 4,37¢ 42.3¢ 9.0¢ 31 40.9¢
42.5(- 52.06 3,291 48.0( 5.8¢ 2,414 48.01
52.4¢+74.88 4,151 55.6¢ 6.6€ 2,47% 56.11

In September 2001, the Company’s shareholgysoved the establishment of an Employee Stockhage Plan (the “ESPP”) under
which 3,000,000 shares of Class B Stock are reddordassuance to employees. The plan qualifies msncompensatory employee stock
purchase plan under Section 423 of the InternakRe® Code. Employees are eligible to participatauih payroll deductions in amounts
ranging from 1% to 10% of their compensation. At &md of each six-month offering period, sharegarehased by the participants at 85%
of the lower of the fair market value at the begigror the end of the offering period. Under théPP$78,000 shares were issued during the
year ended May 31, 200

Note 9 — Earnings Per Share

The following represents a reconciliatiomirbasic earnings per share to diluted earningsipee. Options to purchase 4.2 million,
8.3 million, and 9.7 million shares of common stewdre outstanding at May 31, 2002, 2001, and 2f#pectively, but were not included in
the computation of diluted earnings per share b@zée options’ exercise prices were greater thamverage market price of the common
shares and, therefore, the effect would be antidédu

Year Ended May 31,

2002 2001 2000

(In millions,
except per share data)

Determination of share

Average common shares outstanc 267.i 270.( 275.%
Assumed conversion of dilutive stock options anaias 4.5 3.3 3.7
Diluted average common shares outstan: 272.2 273.2 279.¢
| | |

Basic earnings per common share — before cumulaffeet of accounting
change $ 2.5C $ 2.1¢ $ 2.1C
Cumulative effect of accounting char 0.02 — —

$ 2.4¢ $ 2.1¢ $ 2.1C

I I I

Diluted earnings per common share — before cunudaffect of accounting
change $ 2.4¢€ $ 2.1¢€ $ 2.07
Cumulative effect of accounting char 0.02Z — —

$ 2.44 $ 2.1¢ $ 2.07
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Note 10 — Benefit Plans

The Company has a profit sharing plan avieléb substantially all U.S.-based employees. Bnms of the plan call for annual
contributions by the Company as determined by tharé of Directors. Contributions of $14.4 milliggl,3.1 million and $15.7 million to the
plan are included in other income/expense in thesglidated financial statements for the years emdlayg 31, 2002, 2001 and 2000,
respectively. The Company has a voluntary 401(k)leyee savings plan. The Company matches a parfiemployee contributions with
common stock. Plan changes during the year endgd3¥a2001 included a larger Company match pergenégad a change to immediate
vesting of the Company match, compared to a prewesting schedule over 5 years. Company contabsitio the savings plan were
$13.7 million, $12.7 million and $6.7 million fohé years ended May 31, 2002, 2001 and 2000, résplgctind are included in selling and
administrative expenses.

Note 11 — Interest Income

Included in other income/expense for the yemded May 31, 2002, 2001, and 2000, was interesine of $13.6 million, $13.9 million
and $13.6 million, respectively.

Note 12 — Comprehensive Income

Comprehensive income is as follows:

Year Ended May 31,

2002 2001 2000
(In millions)
Net income $663.< $589.7 $579.1
Other comprehensive incorr
Change in cumulative translation adjustment anéroghet tax expens
(benefit) of $(2.2) in 2002, $(2.4) in 2001, $1n22000) (1.5 (41.0) (42.2)
Recognition in net income of previously deferredeatized loss on
securities, due to accounting change (net of taefiieof $2.2) 3.4 — —
Changes due to cash flow hedging instruments (Mot
Initial recognition of net deferred gain as of Junelue to accounting
change (net of tax expense of $2¢ 53.4 — —
Loss on hedge derivatives (net of tax benefit df. (73.9) — —
Reclassification to net income of previously deddrgains related to
hedge derivative instruments (net of tax benefs1d.2) (22.9) — —
Other comprehensive incor (40.9) (41.0 (42.2)
Total comprehensive incon $623.( $548.7 $536.¢
I I I

The components of accumulated other compshertoss are as follows:

Year Ended May 31,

2002 2001
(In millions)

Cumulative translation adjustment and ot $(150.2)  $(152.7)

Net deferred loss on hedge derivati (42.2) —

$(192.9  $(152.))
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Note 13 — Commitments and Contingencies

The Company leases space for certain offitses, warehouses and retail stores under leaqesreg from one to fifteen years after
May 31, 2002. Rent expense was $159.9 million, $¥158llion and $145.5 million for the years endedys1, 2002, 2001 and 2000,
respectively. Amounts of minimum future annual atgommitments under non-cancelable operating sei@seach of the five years ending
May 31, 2003 through 2007 are $158.2 million, $244illion, $119.1 million, $95.3 million, $98.2 nidn, respectively, and $288.0 million
in later years.

As of May 31, 2002 and 2001, the Companylbtdrs of credit outstanding totaling $808.4 roifliand $851.8 million, respectively.
These letters of credit were issued for the pureldsnventory.

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 14 — Fair Value of Financial Instruments

The carrying amounts reflected in the comistéd balance sheet for cash and equivalents @ad payable approximate fair value due to
the short maturities. The fair value of long-terebtlis estimated using discounted cash flow ansjys#sed on the Company’s incremental
borrowing rates for similar types of borrowing aigements. The fair value of the Company’s long-tdeht, including current portion, is
approximately $723.9 million, compared to a camgywalue of $681.2 million at May 31, 2002 and $&3million, compared to a carrying
value of $441.3 million at May 31, 2001.

Note 15 — Financial Risk Management and Derivatives

As of May 31, 2002, $50.9 million of deferneelt losses (net of tax) on both outstanding andired derivatives accumulated in other
comprehensive income are expected to be reclassdfiearnings during the next twelve months asaltref underlying hedged transactions
also being recorded in earnings. Actual amountmately reclassified to earnings are dependenherekchange rates in effect when
derivative contracts that are currently outstandiregure. As of May 31, 2002, the maximum term avikich the Company is hedging
exposures to the variability of cash flows forfallecasted and recorded transactions is 24 months.

For the year ended May 31, 2002 the Compeacgrded in other expense an insignificant lossasgmting the total ineffectiveness of alll
derivatives. Net income for the year ended May2BD2 was not materially affected due to discontihmedge accounting.

At May 31, 2002, the fair values of derivatvin a gain position and recorded in Prepaid esggand other current assets and Deferred
income taxes and other assets were $60.3 millidr$d0.0 million, respectively. At this same dakes fair values of derivatives in a loss
position and recorded in Accrued liabilities andéeed income taxes and other liabilities were $&28illion and $8.1 million, respectively.

Prior to the adoption of FAS 133 carryinguesd of derivatives recorded on the balance shemet evferent from fair values. Accordingly,
the aggregate notional principle amounts, carrymges and fair
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values of the Company’s derivative financial ingtents as of May 31, 2001 are provided in the falhgwable:

May 31, 2001
Notional
Principal Carrying Fair
Amounts Values Values
(In millions)
Currency Swap $ 250.( $ 774 $ 87.C
Forward Contract 2,428.1 17.¢ 51.7
Purchased Optior 727.5 17.7 20.4
Total $3,405.¢ $112.¢ $159.1
] | |

Carrying values primarily represent amoustognized for unrealized gains and losses on adatvghich did not meet the criteria for
deferral accounting and unamortized premiums paidmiion contracts. The net fair value of outstagdorward contracts of $51.7 million
of May 31, 2001 was comprised of unrealized falugdosses of $22.9 million and unrealized fairneagjains of $74.6 million.

The Company is exposed to credit-relatedel®$s the event of non-performance by counterpattinedging instruments. The
counterparties to all derivative transactions asgomfinancial institutions with investment gradedit ratings. However, this does not
eliminate the Company’s exposure to credit riskwiitese institutions. This credit risk is generdillyited to the unrealized gains in such
contracts should any of these counterpartiesdgietrform as contracted. To manage this risk, thvegany has established strict counterparty
credit guidelines which are continually monitoredaeported to senior management according to pbestguidelines. The Company utili:

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

In addition to hedging instruments, the 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 onaiffitial institution. The Company considers its com@dion risk related to accounts
receivable to be mitigated by the Company’s crpdiicy, the significance of outstanding balancegdwy each individual customer at any
point in time and the geographic dispersion of ¢hasstomers.

Note 16 — Operating Segments and Related Informatio

Operating Segment$he Company’s major operating segments are debgagkographic regions for subsidiaries particigatmNIKE
brand sales activity. “Other” as shown below repmés activity for Colddaan Holdings, Inc., Bauer NIKE Hockey, Inc., NIKEM, Inc., anc
Hurley International LLC, which are immaterial fodividual disclosure. Where applicable, “Corpotatpresents items necessary to
reconcile to the consolidated financial statemeamksch generally include corporate activity andpmmate eliminations. The segments are
evidence of the structure of the Company’s inteanghnization. Each NIKE brand geographic segmpatates predominantly in one
industry: the design, production, marketing andireebf sports and fitness footwear, apparel, aqaigment.

Net revenues as shown below represent sakeddrnal customers for each segment. Intercompargnues have been eliminated and are
immaterial for separate disclosure. The Companjuetes performance of individual operating segmbated on management pre-tax
income. On a consolidated basis, this amount reptesncome before income taxes and cumulativetedfeaccounting change as shown in
the Consolidated Statements of Income. Recondilérgs for management pre-tax income represent catgo
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costs that are not allocated to the operating setgrier management reporting, and intercompanyieditions for specific income statement
items.

Additions to long-lived assets as presentdldwing represent capital expenditures and addiitito identifiable intangibles and goodwiill.
Generally, amortization of identifiable intangilassets and goodwill is considered a corporate esepand is not attributable to any specific
operating segment. See Note 1 for further discassimidentifiable intangible assets and goodwitldiions to other long-lived assets are not
significant and are comprised of additions to mliaoeous corporate assets not attributable to pagific operating segment.

Accounts receivable, inventory and propastsint and equipment for operating segments ardadgueviewed by management and are
therefore provided below.

Year Ended May 31,

2002 2001 2000
(In millions)
Net Revenut

United State: $4,916.( $4,819.( $4,732..
Europe, Middle East, and Afric 2,731t 2,584.¢ 2,407.(
Asia/ Pacific 1,211.° 1,110.( 955.1
Americas 568.1 539.1 494.1
Other 465.7 435.¢ 406.¢

$9,893.( $9,488.¢ $8,995.:

| | |
Management P-tax Income
United State: $ 977.¢ $ 919.¢ $ 924:
Europe, Middle East, and Afric 445.¢ 386.: 376.¢
Asia/ Pacific 238.7 206.1 146.(
Americas 92.¢ 81.€ 63.7
Other 20.C 41.4 68.¢
Corporate (757.9) (713.¢ (660.€)
$1,017.: $ 921/ $ 919.
| | |
Additions to Lonlived Assets
United State: $ 334 $ 452 $ 29.C
Europe, Middle East, and Afric 27.2 26.2 46.1
Asia/ Pacific 22.1 52.¢ 269.7
Americas 4.8 5.1 4.8
Other 76.2 26.2 32.4
Corporate 115.2 161.¢ 146.¢
$ 279.( $ 317.¢ $ 528.¢
| | |
Depreciatior
United State: $ 51z $ 51z $ 50.¢
Europe, Middle East, and Afric 35.2 38.¢ 39.¢
Asia/ Pacific 38.4 20.t 19.4
Americas 5.3 6.3 7.1
Other 22.2 23.t 23.7
Corporate 71.C 57.C 47.1
$ 223t $ 197.¢ $ 188.(C
| | |
Accounts Receivable, n
United State: $ 759.¢ $ 622F $ 564.7
Europe, Middle East, and Afric 570.¢ 512.t 529.¢
Asia/ Pacific 189.¢ 194.¢ 200.¢

Americas 125.7 144.7 123.C



Other 142.¢ 118.¢ 121.C
Corporate 18.¢ 28.c 30.C

$1,807.: $1,621.¢ $1,569.
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Year Ended May 31,

2002 2001 2000
(In millions)
Inventory, ne

United State: $ 681.t $ 744: $ 736.f
Europe, Middle East, and Afric 339.: 298.: 357.¢
Asia/ Pacific 159.¢ 125.¢ 115.¢
Americas 62.¢ 72.4 65.5
Other 119.¢ 156.4 1414
Corporate 10.4 27.C 29.:
$1,373.¢ $1,424.: $1,446.(
| | |

Property, Plant and Equipment, |
United State: $ 244.: $ 263.t $ 2713
Europe, Middle East, and Afric 212.2 208.2 240.¢
Asia/ Pacific 378.¢ 403.t 426.
Americas 12.4 15.4 18.1
Other 109.7 113.¢ 114.¢
Corporate 657.4 614.¢ 512.¢

$1,614.! $1,618.¢ $1,583.

Revenues by Major Product Liné&evenues to external customers for NIKE brand petsdare attributable to sales of footwear, apparel,
and equipment. Other revenues to external custopmengrily include external sales by Cole Haan Huaid, Inc., Bauer NIKE Hockey Inc.
and Hurley International LLC.

Year Ended May 31,

2002 2001 2000

(In millions)
Footweal $5,753.° $5,619.: $5,561.*
Apparel 2,892.¢ 2,763.¢ 2,547.(
Equipment 780.7 670.( 479.¢
Other 465.7 435.¢ 406.¢

$9,893.( $9,488.¢ $8,995.:

Revenues and Long-Lived Assets by Geographic Seagraphical area information is similar to thaiwh previously under operating
segments with the exception that Other activitgasved predominantly from activity in the U.S. afwhericas. Revenues derived in the U.S.
were $5,258.8 million $5,144.2 million, $5,017.4llan, during the years ended May 31, 2002, 2004, 2000, respectively. Our largest
concentrations of long-lived assets are in the dff. Japan. Long-lived assets attributable to dpesain the U.S., which are primarily
comprised of net property, plant & equipment andidentifiable intangible assets and goodwill, wgie217.7 million, $1,165.3 million, and
$1,187.0 million at May 31, 2002, 2001, and 20@8pectively. Long-lived assets attributable to apens in Japan were $321.6 million,
$339.1 million, and $355.5 million at May 31, 20@201, and 2000, respectively.

Major CustomersDuring the years ended May 31, 2002, 2001 and 2@@nues derived from Foot Locker, Inc. represkate 9%,
11.8% and 12.4%, respectively of the Company’s clideted revenues. Sales to this customer aredediin all segments of the Company
participating in NIKE brand sales activity.
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There has been no change of accountantsnyatisagreements with accountants on any mattacajunting principles or practices or
financial statement disclosure required to be regunder this Item.

PART Il
Item 10. Directors and Executive Officers of the Registrant

The information required by Item 401 of Remdign S-K regarding directors is included underetiion of Directors” in the definitive
Proxy Statement for our 2002 Annual Meeting of hatders and is incorporated herein by referenbe.ififormation required by ltem 401
of Regulation S-K regarding executive officersrisluded under “Executive Officers of the Registtantitem 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 2002 Annual Megtof Shareholders and is incorporated hereireligrence.

ltem 11. Executive Compensation

The information required by this Iltem is indéd under “Director Compensation and Retiremesm PI'Executive Compensation” (but
excluding the Performance Graph), “Personnel Coteminterlocks and Insider Participation” and “Eoyshent Contracts and Termination
of Employment and Change-in-Control Arrangemenmntsthie definitive Proxy Statement for our 2002 Andaeting of Shareholders and is
incorporated herein by reference.

Item 12.  Security Ownership of Certain Beneficial Owners attanagement

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 2002 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” and “Indebtedness of
Management” in the definitive Proxy Statement far 2002 Annual Meeting of Shareholders and is ipoated herein by reference.
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Item 14.

PART IV

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

(A) The following documents are filed as pafrthis report:

Form 10-K
Page No.
1. FINANCIAL STATEMENTS:
Report of Independent Accountal 30
Consolidated Statements of Income for each oftiheetyears ended May
31, 2002 31
Consolidated Balance Sheets at May 31, 2002 andl 32
Consolidated Statements of Cash Flows for eacheoftiree years ended
May 31, 200z 33
Consolidated Statements of Shareholders’ Equitgémh of the three years
ended May 31, 200 34
Notes to Consolidated Financial Statem 35
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.
3. EXHIBITS:
3.1 Restated Articles of Incorporation, as amendedfincrated by reference from Exhibit 3.1 to the Camps Quarterly
Report on Form 1-Q for the fiscal quarter ended August 31, 19
3.2 Third Restated Bylaws, as amended (incorporateetgyence from Exhibit 3.2 to the Company’s QudytBeport on
Form 1(-Q for the fiscal quarter ended August 31, 19
4.1 Restated Articles of Incorporation, as amended Eséubit 3.1).
4.2 Third Restated Bylaws, as amended (see Exhibit
4.3 Indenture between the Company and The First Ndti®aak of Chicago, as Trustee (incorporated byreafee from
Exhibit 4.01 to Amendment No. 1 to Registrationt&taent No. 33-15953 filed by the Company on November 26, 19
4.4 Form of Officers’ Certificate relating to the Conmyés 6.375% Notes and form of 6.375% Note (incogped by reference
to Exhibits 4.1 and 4.2 of the Compi's Form K dated December 10, 199
4.t Form of Officers’ Certificate relating to the Cormyés 5.5% Notes and form of 5.5% Note (incorpordigdeference to
Exhibits 4.2 and 4.3 of the Comp¢s Form {-K dated August 17, 2001
4.€ Form of Officers’ Certificate relating to the Cormyés Fixed Rate Medium-Term Notes and the CompaRidating Rate
Medium-Term Notes, form of Fixed Rate Note and form ofdfilog Rate Note (incorporated by reference to Hihih2, 4.
and 4.4 of the Compa’s Form K dated May 29, 2002
10.1 Credit Agreement dated as of November 17, 2000 gmKE, Inc., Bank of America, N.A., individuallynal as Agent, an
the other banks party thereto (incorporated byreafee from Exhibit 10.1 to the Company’s Quart&port on Form 10-Q
for the fiscal quarter ended November 30, 20
10.z First Amendment to Credit Agreement dated as ofédadver 16, 2001 (incorporated by reference from lEkhD.2 to the

Compan's Quarterly Report on Form -Q for the fiscal quarter ended November 30, 20
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10.2

10.4

10.7

10.¢

10.€

10.2(

10.11
10.12
12.1

21
23

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

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

NIKE, Inc. 1990 Stock Incentive Plan

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

NIKE, Inc. Lon¢-Term Incentive Plan (incorporated by referencenftbe Company'’s definitive proxy statement filed in
connection with its annual meeting of shareholdhedd on September 22, 1997

Collateral Assignment SpliDollar Agreement between NIKE, Inc. and Philip Hhight dated March 10, 1994 (incorpora
by reference from Exhibit 10.7 to the Comp’s Annual Report on Form -K for the fiscal year ended May 31, 1994
Covenant Not To Compete And Non-Disclosure Agredrbetween NIKE, Inc. and Thomas E. Clarke datedusug1,
1994 (incorporated by reference from Exhibit 1@ 8te Company’s Quarterly Report on Form 10-Q ffierfiscal quarter
ended August 31, 2001)

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

NIKE, Inc. Deferred Compensation Plan dated Jantia®000 (incorporated by reference from Exhibitl00to the
Compan’s Quarterly Report on Form -Q for the fiscal quarter ended August 31, 200

Employment Agreement, and Covenant Not To Compeig Mon-Disclosure Agreement between NIKE, Inc. Rhady F.
Grossman dated September 6, 20(

Computation of Ratio of Earnings to Fixed Char

Subsidiaries of the Registral

Consent of PricewaterhouseCoopers LLP, indeperaEmuntants (set forth on page F-2 of this Annugdd®t on Form 10-
K).

* Management contract or compensatory plan or arraage

The exhibits filed herewith do not includete@ instruments with respect to long-term debN&E and its subsidiaries, inasmuch as the
total amount of debt authorized under any suchiingtnt does not exceed 10% of the total asset$KI 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 reasoreadplenses in furnishing Exhibits.

(B) The following reports on Form 8-K wer&efi by NIKE during the last quarter of fiscal 2002:

Date Item Subject

May 29, 200z Item 5. Other Events « Mediunm-Term Not¢

Item 7. Financial Statements & Exhit
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SCHEDULE Il

VALUATION AND QUALIFYING ACCOUNTS

Balance at Charged to Charged to Write-Offs Balancat
Beginning Costs and Other Net of End of
Description of Period Expenses Accounts Recoveries Period
(In millions)
For the year ended May 31, 2000:
Allowance for doubtful accoun $73.2 $26.C $1.8 $(35.€) $65.4
For the year ended May 31, 2001
Allowance for doubtful accoun $65.4 $32.7 $2.8 $(28.€) $72.1
For the year ended May 31, 200z
Allowance for doubtful accoun $72.1 $23.7 $1.2 $(19.€) $77.4
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation bgnezice in the documents listed below of our regaréd June 27, 2002 relating to the
financial statements and financial statement sdeeafuNIKE, Inc., which appears in this Form 10-K:

1. Registration Statement on Form S-8 (N0121®) of NIKE, Inc.;
2. Registration Statement on Form S-3 (No43305) of NIKE, Inc.;
3. Registration Statement on Form S-3 (No48377) of NIKE, Inc.;
4. Registration Statement on Form S-3 (No43842) of NIKE, Inc.;
5. Registration Statement on Form S-8 (N0633995) of NIKE, Inc.;
6. Registration Statement on Form S-3 (No-383353) of NIKE, Inc.;
7. Registration Statement on Form S-8 (No-833381) of NIKE, Inc.;
8. Registration Statement on Form S-8 (No-83383) of NIKE, Inc.;
9. Registration Statement on Form S-3 (No-38375) of NIKE, Inc.;
10. Registration Statement on Form S-8 (No-83364) of NIKE, Inc.;
11. Registration Statement on Form S-8 (No-83336) of NIKE, Inc.;
12. Registration Statement on Form S-8 (No-B8B360) of NIKE, Inc.; and
13. Registration Statement on Form S-3 (No-B3B324) of NIKE, Inc.
/s/ PRICEWATERHOUSECOOPERS LLP

Portland, Oregon
August 14, 2002
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SIGNATURES

Pursuant to the requirements of Section 185¢d) of the Securities Exchange Act of 1934, rdwstrant has duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.

NIKE, INC.

BY: /s/ PHILIP H. KNIGHT

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

Date: August 14, 2002

Pursuant to the requirements of the Secariichange Act of 1934, this report has been sitpedalv 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:
/s/ PHILIP H. KNIGHT Chairman of the Board, August 14, 2002
Chief Executive Officer, and President

Philip H. Knight

Principal Financial and Accounting Officer:

/sl DONALD W. BLAIR Chief Financial Officer August 14, 2002
Donald W. Blair
Directors:
/sl THOMAS E. CLARKE Director August 14, 2002

Thomas E. Clark

/sl JILL K. CONWAY Director August 14, 2002
Jill K. Conway
/s/ RALPH D. DENUNZIO Director August 14, 2002

Ralph D. DeNunzic

/sl RICHARD K. DONAHUE Director August 14, 2002

Richard K. Donahu

/s/ DELBERT J. HAYES Director August 14, 2002

Delbert J. Haye

/s/ DOUGLAS G. HOUSER Director August 14, 2002

Douglas G. House
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Signature Title Date

/sl JEANNE P. JACKSON Director August 14, 2002

Jeanne P. Jacks:

/sl JOHN E. JAQUA Director August 14, 2002
John E. Jaqu
/s/ CHARLES W. ROBINSON Director August 14, 2002

Charles W. Robinso

/sl A. MICHAEL SPENCE Director August 14, 2002

A. Michael Spenc

/s/ JOHN R. THOMPSON, JR. Director August 14, 2002

John R. Thompson, <
S-2
Exhibit 10.5
NIKE, INC. 1990 STOCK INCENTIVE PLAN

1. Purpose. The purpose of this Stock Incentive Rtz "Plan") is to enable NIKE, Inc. (the "Comp3§rto attract and retain as directors,
officers, employees, consultants, advisors anddeddent contractors people of initiative and apdaihd to provide additional incentives to
such persons.

2. Shares Subject to the Plan. Subject to adjustaseprovided below and in paragraph 10, the shares offered under the Plan shall cor

of Class B Common Stock of the Company ("Sharesiy, the total number of Shares that may be issnédrihe Plan shall not exceed
thirty-seven million (37,500,000) Shares. If anioptor stock appreciation right granted under tteenexpires, terminates or is canceled, the
unissued Shares subject to such option or stodkeajgpion right shall again be available underRben. If Shares sold or awarded as a bonus
under the Plan are forfeited to the Company ornegmased by the Company, the number of Shares tedfer repurchased shall again be
available under the Plan.

3. Effective Date and Duration of Plan.

(a) Effective Date. The Plan shall become effectien adopted by the Board of Directors of the Camyp However, no option or stock
appreciation right granted under the Plan shalbbexexercisable until the Plan is approved by ffieraative vote of the holders of a
majority of the Common Stock of the Company repnése at a shareholders meeting at which a quoryreisent and any awards under the
Plan prior to such approval shall be conditionednd subject to such approval. Subject to thistéitiin, options and stock appreciation
rights may be granted and Shares may be awardeohases or sold under the Plan at any time afécettective date and before termination
of the Plan.

(b) Duration. The Plan shall continue in effectilalt Shares available for issuance under the Rkare been issued and all restrictions on
such Shares have lapsed. The Board of Directorssmsgyend or terminate the Plan at any time exciptraspect to options and Shares
subject to restrictions then outstanding undePda@. Termination shall not affect any outstandipgons, any right of the Company to
repurchase Shares or the forfeitability of Shassaad under the Plan.

4. Administration.

The Plan shall be administered by a committee ay@diby the Board of Directors of the Company cstirgj of not less than two directors
(the "Committee"), which shall determine and deatgrfrom time to time the individuals to whom awasthall be made, the amount of the
awards and the other terms and conditions of therdsy except that only the Board of Directors magiad or terminate the Plan as provided
in paragraphs 3 and 13. Subject to the provisidtiseoPlan, the Committee may from time to timegdind amend rules and regulations
relating to administration of the Plan, advanceléipse of any waiting period, accelerate any exserdate, waive or modify any restriction
applicable to Shares (except those restriction®gag by law) and make all other determinationsiénjidgment of the Committee necess



or desirable for the administration of the Plane Tiiterpretation and construction of the provisiohthe Plan and related agreements by the
Committee shall be final and conclusive. The Corteaitnay correct any defect or supply any omissiaieconcile any inconsistency in the
Plan or in any related agreement in the mannetatite extent it shall deem expedient to carryRlan into effect, and it shall be the sole .
final judge of such expediency. Notwithstandingthimg to the contrary contained in this Paragraptihd Committee may delegate to the
Chief Executive Officer of the Company the authotd grant awards with respect to a maximum of 80,8hares to any eligible employee
who is not, at the time of such grant, subjech®reporting requirements and liability provisiamstained in Section 16 of the Securities
Exchange Act of 1934 (the "Exchange Act") and #gufations thereunder.

5. Types of Awards; Eligibility. The Committee mdggm time to time, take the following action, segtaly or in combination, under the
Plan: (i) grant Incentive Stock Options, as defiimed
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Section 422 of the Internal Revenue Code of 198@naended (the "Code"), as provided in paragrap) @{) grant options other than
Incentive Stock Options ("Non-Statutory Stock Ops9 as provided in paragraph 6(c); (iii) awardcktbonuses as provided in paragraph 7;
(iv) sell shares subject to restrictions as proditheparagraph 8; and (v) grant stock appreciatigints as provided in paragraph 9. Any such
awards may be made to employees, including empsoybe are officers or directors, of the Compangmy parent or subsidiary corporation
of the Company and to other individuals descriliegaragraph 1 who the Committee believes have moaddl make an important
contribution to the Company or its subsidiariesvied, however, that only employees of the Comrall be eligible to receive Incentive
Stock Options under the Plan. The Committee sleddlcs the individuals to whom awards shall be mate. Committee shall specify the
action taken with respect to each individual to mhen award is made under the Plan. At the disereticghe Committee, an individual may
be given an election to surrender an award in exgdador the grant of a new award. No employee neagranted options or stock
appreciation rights under the Plan for more tha® @00 Shares in any calendar year.

6. Option Grants.

(a) Grant. The Committee may grant options undeiRtan. With respect to each option grant, the Citimenshall determine the number of
Shares subject to the option, the option priceptvéod of the option, the time or times at whibk bption may be exercised and whether the
option is an Incentive Stock Option or a Non-StatyiStock Option.

(b) Incentive Stock Options. Incentive Stock Opsicimall be subject to the following terms and ctons:

() An Incentive Stock Option may be granted untther Plan to an employee possessing more than t@mgesf the total combined voting
power of all classes of stock of the Company aarof parent or subsidiary of the Company only ifdp&on price is at least 110 percent of
the fair market value of the Shares subject tofiteon on the date it is granted, as describediragraph 6(b)(iii), and the option by its terms
is not exercisable after the expiration of five ngelsom the date it is granted.

(i) Subject to paragraphs 6(b)(i) and 6(d), IncenStock Options granted under the Plan shallioaatin effect for the period fixed by the
Committee, except that no Incentive Stock Opticalldhe exercisable after the expiration of 10 ydeos the date it is granted.

(iii) The option price per share shall be deterrdibg the Committee at the time of grant. Subjegamagraph 6(b)(i), the option price shall
not be less than 100 percent of the fair marketevaf the Shares covered by the Incentive Stoclo®ptt the date the option is granted. The
fair market value shall be deemed to be the clopitag of the Class B Common Stock of the Compangeported in the New York Stock
Exchange Composite Transactions in the Wall Stteetnal on the day preceding the date the optignaisted, or if there has been no sale on
that date, on the last preceding date on whicheacgzurred, or such other reported value of ttes€B Common Stock of the Company as
shall be specified by the Committee.

(iv) No Incentive Stock Option shall be grantedaorafter the tenth anniversary of the last actiphe Board of Directors approving an
increase in the number of shares available formissel under the Plan, which action was subsequepgisoved within 12 months by the
shareholders.

(c) Non-Statutory Stock Options. The option prioe Non-Statutory Stock Options shall be determibgdhe Committee at the time of grant.
The option price may not be less than 75 percethteofair market value of the Shares covered byNihie-Statutory Stock Option on the date
the option is granted. The fair market value ofr8baovered by a Non-Statutory Stock Option shalliétermined pursuant to paragraph 6(b)

(ii).
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(d) Exercise of Options. Except as provided in geaph 6(f), no option granted under the Plan magxsecised unless at the time of such
exercise the optionee is employed by the Compamnpmparent or subsidiary corporation of the Comypand shall have been so employed
continuously since the date such option was gramtbgence on leave or on account of illness ordisaunder rules established by the
Committee shall not, however, be deemed an intéawjef employment for this purpose. Except as med in paragraphs 6(f), 10 and 11,
options granted under the Plan may be exercised firne to time over the period stated in each aopitiosuch amounts and at such times as
shall be prescribed by the Committee, provided dipibns shall not be exercised for fractional seatJnless otherwise determined by the
Committee, if the optionee does not exercise amofh any one year with respect to the full numbkeShares to which the optionee is
entitled in that year, the optionee's rights shalcumulative and the optionee may purchase thisae=S§in any subsequent year during the
term of the option.

(e) Nontransferability. Except as provided beloaglestock option granted under the Plan by its$eshall be nonassignable and
nontransferable by the optionee, either voluntarilypy operation of law, and each option by itsneshall be exercisable during the
optionee's lifetime only by the optionee. A stogkion may be transferred by will or by the lawsdeScent and distribution of the state or
country of the optionee's domicile at the time e&th. A NonStatutory Stock Option shall also be transferabisyant to a qualified domes
relations order as defined under the Code or Titlethe Employee Retirement Income Security Adte TTCommittee may, in its discretion,
authorize all or a portion of a Non-Statutory St@ytion granted to an optionee to be on terms wheaimit transfer by the optionee to (i) the
spouse, children or grandchildren of the optioriartiediate Family Members"), (i) a trust or truts the exclusive benefit of Immediate
Family Members, or (iii) a partnership in which Iradiate Family Members are the only partners, pexvithat (x) there may be no
consideration for any transfer, (y) the stock aptigreement pursuant to which the options are gdamiust expressly provide for
transferability in a manner consistent with thisgggaph, and (z) subsequent transfers of transfeptons shall be prohibited except by will
or by the laws of descent and distribution. Follegvany transfer, options shall continue to be siligethe same terms and conditions as \
applicable immediately prior to transfer, providkdt for purposes of paragraphs 6(d), 6(g), 10Jdnthe term "optionee” shall be deemed to
refer to the transferee. The events of terminadifoemployment of paragraph 6(f), shall continudéécapplied with respect to the original
optionee, following which the options shall be exsable by the transferee only to the extent, andhfe periods specified, and all other
references to employment, termination of employmilifetor death of the optionee, shall continudéoapplied with respect to the original
optionee.

(f) Termination of Employment or Death.

(i) Unless otherwise provided at the time of gramthe event the employment of the optionee byGbmpany or a parent or subsidiary
corporation of the Company terminates for any reasgher than because of retirement, physical disabr death, the option may be
exercised at any time prior to the expiration ddtthe option or the expiration of three month&afhe date of such termination of
employment, whichever is the shorter period, bly drand to the extent the optionee was entite@xercise the option at the date of such
termination.

(il) Unless otherwise provided at the time of gramthe event the employment of the optionee lgyGmpany or a parent or subsidiary
corporation of the Company terminates as a re$ukteooptionee’s retirement, the option may be@sed by the optionee to the extent
specified in this paragraph 6(f)(ii) at any timéoptto the expiration date of the option or the iexqion of three months after the date of such
termination of employment, whichever is the shopteriod. For purposes of this paragraph 6(f), feetient” means a termination of
employment that occurs at a time when (A) the o@@s retirement point total is at least 55, anjdt{B optionee has at least five full years of
service as an employee of the Company or a parenthsidiary corporation of the Company. For pugsosf this paragraph 6(f), "retirement
point total* means the sum of the optionee's adelityears plus the optionee's full years of seevis an employee of the Company or a
parent or subsidiary corporation of the CompanyotJgetirement, the optionee may exercise the podfdhe option that the optionee was
entitled to exercise immediately prior to retiremplus a percentage of the remaining
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unvested portion of the option based on the opésnetirement point total at the time of retiretr@nset forth in the following table:

Percent of Unvested Option

Reti renment Point Total That Becones Exercisabl e
55 or 56 20%
57 40%
58 60%
59 80%
60 100%

(iii) Unless otherwise provided at the time of gran the event the employment of the optioneeh®y@ompany or a parent or subsidiary
corporation of the Company terminates becauseptiereee becomes disabled (within the meaning ofi@222(e)(3) of the Code), the opt
may be exercised by the optionee free of the lioita on the amount that may be purchased in aayear specified in the option agreerr
at any time prior to the expiration date of theiapibr the expiration of one year after the datewth termination, whichever is the shorter
period.

(iv) Unless otherwise provided at the time of gramthe event of the death of the optionee whilthe employ of the Company or a parent or
subsidiary corporation of the Company, the opti@yrbe exercised free of the limitations on the amdlat may be purchased in any one
year specified in the option agreement at any pini@ to the expiration date of the option or tixpieation of one year after the date of si
death, whichever is the shorter period, but onlyHgyperson or persons to whom such optionee'ssrigider the option shall pass by the
optionee's will or by the laws of descent and dhistion of the state or country of domicile at three of death.

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

(vi) To the extent that the option of any deceasgtibnee or of any optionee whose employment teaitesis not exercised within the
applicable period, all further rights to purcha$@i®s pursuant to such option shall cease andrtateni

(9) Purchase of Shares. Unless the Committee dietesrotherwise, Shares may be acquired pursuant tption granted under the Plan only
upon receipt by the Company of notice in writingnfr the optionee of the optionee's intention to @zef specifying the number of Shares as
to which the optionee desires to exercise the omitd the date on which the optionee desires t@tmmthe transaction, and if required in
order to comply with the Securities Act of 1933 aasended, containing a representation that itdfitionee's present intention to acquire
Shares for investment and not with a view to disttion. Unless the Committee determines othervaseyr before the date specified for
completion of the purchase of Shares pursuant tpéion, the optionee must have paid the Compaayuth purchase price of such Shares in
cash (including, with the consent of the Committssh that may be the proceeds of a loan from tmep@ny) or with the consent of the
Committee, in whole or in part, in Common Stockte Company valued at fair market value. The farkat value of Common Stock of the
Company provided in payment of the purchase ptied be the closing price of the Common Stock ef @ompany as reported in the New
York Stock Exchange Composite Transactions in ttadl Btreet Journal or such other reported valuda®fCommon Stock of the Company
shall be specified by the Committee, on the dagepfition is exercised, or if such date is not ditrguday, then on the immediately preceding
trading day. No Shares shall be issued until falirpent therefor has been made. With the consehedfommittee, an optionee may request
the Company to apply automatically the Shares tebeived upon the exercise of a portion of a styation (even though stock certificates
have not yet been issued) to satisfy the purchase for additional portions of the option. Eachtiopee who has exercised an option shall
immediately upon notification of the amount duearify, pay to the Company in cash amounts necetsagtisfy any applicable federal, state
and local tax withholding requirements. If
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additional withholding is or becomes required beyyany amount deposited before delivery of the fiemties, the optionee shall pay such
amount to the Company on demand. If the optionigettapay the amount demanded, the Company mahwid that amount from other
amounts payable by the Company to the optionekjdimg salary, subject to applicable law. With tumsent of the Committee, an optionee
may satisfy this obligation, in whole or in pary, baving the Company withhold from the Shares tésbaed upon the exercise that number of
Shares that would satisfy the withholding amourg duby delivering Common Stock of the Companyh® €ompany to satisfy the
withholding amount. Upon the exercise of an optite, number of Shares reserved for issuance uhdd?lan shall be reduced by the nun

of Shares issued upon exercise of the option.

7. Stock Bonuses. The Committee may award Shaiber tine Plan as stock bonuses. Shares awardest@skébonus shall be subject to the
terms, conditions, and restrictions determinedHgyGommittee. The restrictions may include restnct concerning transferability and
forfeiture of the Shares awarded, together witthsatber restrictions as may be determined by the@ittee. The Committee may require
recipient to sign an agreement as a condition@fthiard, but may not require the recipient to payraonetary consideration other than
amounts necessary to satisfy tax withholding regqoents. The agreement may contain any terms, comglirestrictions, representations and
warranties required by the Committee. The certiisaepresenting the Shares awarded shall bedeg@yds required by the Committee. The
Company may require any recipient of a stock baoysy to the Company in cash upon demand amoeeessary to satisfy any applicable
federal, state or local tax withholding requirensetitthe recipient fails to pay the amount demahdee Company may withhold that amount
from other amounts payable by the Company to tbient, including salary, subject to applicabler|&Vith the consent of the Committee, a
recipient may deliver Common Stock of the Companthe Company to satisfy this withholding obligatitJpon the issuance of a stock
bonus, the number of Shares reserved for issuamter the Plan shall be reduced by the number afeShssued.

8. Restricted Stock. The Committee may issue Shardsr the Plan for such consideration (includirmppssory notes and services) as
determined by the Committee, provided that in nenéshall the consideration be less than 75 peafdair market value of the Shares at the
time of issuance. Shares issued under the Plahtghalibject to the terms, conditions and restmaidetermined by the Committee. The
restrictions may include restrictions concerniramsferability, repurchase by the Company and frfeiof the Shares issued, together with
such other restrictions as may be determined bZtramittee. All Shares issued pursuant to thisgragzh 8 shall be subject to a purchase
agreement, which shall be executed by the Compadytee prospective recipient of the Shares prighéodelivery of certificates represent
such Shares to the recipient. The purchase agréenancontain any terms, conditions, restrictiorpresentations and warranties required
by the Committee. The certificates representingshares shall bear any legends required by the GieemThe Company may require any
purchaser of restricted stock to pay to the Compamash upon demand amounts necessary to satigfgpplicable federal, state or local tax
withholding requirements. If the purchaser failpay the amount demanded, the Company may withthaldamount from other amounts
payable by the Company to the purchaser, inclusalgry, subject to applicable law. With the congdrihe Committee, a purchaser may
deliver Common Stock of he Company to the Comparsatisfy this withholding obligation. Upon theussice of restricted stock, the nun
of Shares reserved for issuance under the Plahtehe¢duced by the number of Shares issued.

9. Stock Appreciation Rights.

(a) Grant. Stock appreciation rights may be graotatker the Plan by the Committee, subject to sulgsyterms, and conditions as the
Committee prescribes.

(b) Exercise.

(i) A stock appreciation right shall be exercisatdy at the time or times established by the Cottemi If a stock appreciation right is grar
in connection with an option, the stock apprecratight shall be exercisable only to the extent andhe same conditions that the related
option could be exercised. Upon exercise of a séqgkeciation right, any option or portion theremf
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which the stock appreciation right relates termésatf a stock appreciation right is granted inrextion with an option, upon exercise of the
option, the stock appreciation right or portionrthe to which the option relates terminates.

(i) The Committee may withdraw any stock appreaoiaright granted under the Plan at any time ang imgose any conditions upon the
exercise of a stock appreciation right or adoptsw@nd regulations from time to time affectingrigts of holders of stock appreciation
rights. Such rules and regulations may governitite to exercise stock appreciation rights grartefibre adoption or amendment of such
rules and regulations as well as stock appreciatggis granted thereafter.

(iii) Each stock appreciation right shall entitteetholder, upon exercise, to receive from the Campaexchange therefor an amount equal in
value to the excess of the fair market value ordtite of exercise of one share of Class B CommockSif the Company over its fair market
value on the date of grant (or, in the case obeksappreciation right granted in connection withoption, the option price per Share unde
option to which the stock appreciation right re$atenultiplied by the number of Shares coveredhaystock appreciation right or the option,
or portion thereof, that is surrendered. PaymerthbyCompany upon exercise of a stock appreciaitrt may be made in Shares valued at
fair market value, in cash, or partly in Shares padly in cash, all as determined by the Committee

(iv) For purposes of this paragraph 9, the fairkaawalue of the Class B Common Stock of the Commamthe date a stock appreciation r

is exercised shall be the closing price of the €Bommon Stock of the Company as reported ilN#he York Stock Exchange Composite
Transactions in the Wall Street Journal, or sutieioteported value of the Class B Common Stock@Qompany as shall be specified by
Committee, on the date the stock appreciation igybkercised, or if such date is not a trading ¢fagn on the immediately preceding trading
day.

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

(vi) Each stock appreciation right granted underBtan by its terms shall be nonassignable andamwsferable by the holder, either
voluntarily or by operation of law, except by wdlf by the laws of descent and distribution of tta#esor county of the holder's domicile at the
time of death, and each stock appreciation rightdterms shall be exercisable during the holdégsme only by the holder; provided,
however, that a stock appreciation right not graimteconnection with an Incentive Stock Option §héo be transferable pursuant to a
qualified domestic relations order as defined utderCode or Title | of the Employee Retiremenbime Security Act.

(vii) Each participant who has exercised a stogkregiation right shall, upon notification of the anmt due, pay to the Company in cash
amounts necessary to satisfy any applicable fedstedk or local tax withholding requirementshié participant fails to pay the amount
demanded, the Company may withhold that amount fstivar amounts payable by the Company to the jgzattit including salary, subject to
applicable law. With the consent of the Committgeeticipant may satisfy this obligation, in whalein part, by having the Company
withhold from any Shares to be issued upon thedtsethat number of Shares that would satisfy thiehelding amount due or by delivering
Common Stock of the Company to the Company tofgatie withholding amount.

(viii) Upon the exercise of a stock appreciatigghtifor Shares, the number of Shares reserveds$oance under the Plan shall be reduced by
the number of Shares issued. Cash payments of apprieciation rights shall not reduce the numbetadres reserved for issuance under the
Plan.

10. Changes in Capital Structure. If the outstamdimares of Common Stock of the Company are herdafireased or decreased or changed
into or exchanged for a different number or kindloires or other securities of the Company or ofteer corporation by reason of any
reorganization, merger, consolidation, plan of exae, recapitalization, reclassification, stocktag), combination of
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shares or dividend payable in shares, approprijtstment shall be made by the Committee in thebrarmand kind of shares available for
awards under the Plan, provided that this paragt@phall not apply with respect to transactiorierred to in paragraph 11. In addition, the
Committee shall make appropriate adjustment imtiraber and kind of shares as to which outstandiigs and stock appreciation rights,
or portions thereof then unexercised, shall beasable, to the end that the optionee's proporteimerest is maintained as before the
occurrence of such event. The Committee may alpainethat any securities issued in respect okohanged for Shares issued hereunder
that are subject to restrictions be subject tolamnestrictions. Notwithstanding the foregoinge thommittee shall have no obligation to eff
any adjustment that would or might result in tteuance of fractional shares, and any fractionalkeshiesulting from any adjustment may be
disregarded or provided for in any manner deterthinethe Committee. Any such adjustments made &ymmittee shall be conclusive.
the event of a merger, consolidation or plan ohexge affecting the Company to which paragraphadeks aot apply, in lieu of providing for
options and stock appreciation rights as providemla in this paragraph 10, the Committee may sisdle discretion, provide a 3y perioc
prior to such event during which optionees shaliehthe right to exercise options and stock apptieciaights in whole or in part without any
limitation on exercisability and upon the expiratiof such 30-day period all unexercised optionsstodk appreciation rights shall
immediately terminate.

11. Special Acceleration in Certain Events.

(a) Special Acceleration. Notwithstanding any otheavisions of the Plan, a special acceleratiopét3al Acceleration") of options and stock
appreciation rights outstanding under the Planl sitalr with the effect set forth in paragraph )gbany time when the shareholders of the
Company approve one of the following ("Approvedigactions"):

(i) Any consolidation, merger, plan of exchangetransaction involving the Company ("Merger") inialinthe Company is not the continuing
or surviving corporation or pursuant to which then@non Stock of the Company would be converted ¢ath, securities or other property,
other than a Merger involving the Company in whicé holders of the Common Stock of the Company idiately prior to the Merger have
the same proportionate ownership of common sto¢kesurviving corporation after the Merger; or

(i) Any sale, lease, exchange, or other transfeoie transaction or a series of related transas}iof all or substantially all of the assets of
the Company or the adoption of any plan or propfisahe liquidation or dissolution of the Company.

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

12. Corporate Mergers, Acquisitions, etc. The Cott@aimay also grant options, stock appreciatiolntsigand stock bonuses and issue
restricted stock under the Plan having terms, ¢amdi and provisions that vary from those specifiethis Plan, provided that any such
awards are granted in substitution for, or in catioa with the assumption of, existing optionsc&tappreciation rights, stock bonuses, and
restricted stock, awarded or issued by anotherocatipn and assumed or otherwise agreed to beged\for by the Company pursuant to or
by reason of a transaction involving a corporateger consolidation, plan of exchange, acquisitbproperty or stock, separation,
reorganization or liquidation to which the Compama parent or subsidiary corporation of the Corggara party.

13. Amendment of Plan. The Board of Directors miagrgy time, and from time to time, modify or amehd Plan in such respects as it shall
deem advisable because of changes in the law while
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the Plan is in effect or for any other reason. pxes provided in paragraphs
6(f), 9, 10 and 11, however, no change in an awhehdy granted shall be made without the writiemsent of the holder of such award.

14. Approvals. The obligations of the Company urttlerPlan are subject to the approval of statefeaeral authorities or agencies with
jurisdiction in the matter. The Company will use liest efforts to take steps required by statedrrfl law or applicable regulatiol
including rules and regulations of the Securitied BExchange Commission and any stock exchangadinty system on which the Compar
shares may then be listed or admitted for tradimgpnnection with the grants under the Plan. Tdredoing notwithstanding, the Company
shall not be obligated to issue or deliver ClagsdBmon Stock under the Plan if such issuance oretglwould violate applicable state or
federal securities laws.

15. Employment and Service Rights. Nothing in tlen®r any award pursuant to the Plan shall (ifeoapon any employee any right to be
continued in the employment of the Company or aamgpt or subsidiary corporation of the Companyhaillsnterfere in any way with the
right of the Company or any parent or subsidiampoaation of the Company by whom such employeeripleyed to terminate such
employee's employment at any time, for any reasith,or without cause, or to increase or decreasb smployee's compensation or
benefits, or (ii) confer upon any person engagethbyCompany any right to be retained or employethb Company or to the continuation,
extension, renewal, or modification of any compéinsacontract, or arrangement with or by the Comypa

16. Rights as a Shareholder. The recipient of avaré under the Plan shall have no rights as a Bblter with respect to any Shares until the
date of issue to the recipient of a stock certidar such Shares. Except as otherwise expresslided in the Plan, no adjustment shall be
made for dividends or other rights for which theam date is prior to the date such stock certdi¢s issued.
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Exhibit 10.12
EMPLOYMENT AGREEMENT

THIS AGREEMENT, made this 6th day of September 2@@dween NIKE, Inc., (hereinafter "Nike"), and MinGrossman (hereinafter
"Executive").

In consideration of the mutual covenants and presmt®ntained herein, Nike and Executive agreelsvia
1. EMPLOYMENT.

A. Position. Executive is hereby employed by Ni@eérve as its Vice President, Apparel. This pasitiill be designated as a Corporate
Officer subject to approval within 30 days of theties' execution of this Agreement by the Nike BBloaf Directors (the "Board"). The
position will report to Phil Knight, CEO of Niker tiis successor, with respect to the functiongedito global apparel, and to Charlie
Denson, or his successor, Vice President and Gevlaraager, Nike USA, with respect to functions tethto US Region apparel. In the event
the Board fails to grant such approval, at Exe&siwption, the Agreement is terminated and Exeeuwtill receive and otherwise not forfeit
(a) the sign-on bonus then received under Parag@@dph and (b) any stock granted and vested urtdeimitial stock grant received under
Paragraph

4(D). This amount shall be deemed full and finalesance pay for all services provided to Nike byé&ixive and shall be Executive's sole
exclusive remedy for termination of this Agreement.

B. Best Efforts. Executive agrees to faithfully foem her duties as Vice President, Apparel, tolbst of her ability, experience and talent,
and to the reasonable satisfaction of Nike.

C. Place of Performance. Executive shall carryhantresponsibilities at an office location in Mattaa, New York City, New York. The
office, furnishings, equipment and one "full timguévalent” ("FTE") support personnel shall be pd®d by Nike, and commensurate with
Executive's senior executive status. In recognitibtine fact that Executive's principal residerscated in New York City, New York,
Executive shall not be required to relocate fromMew York Metropolitan area during the term obtAigreement, except as may be mutu
agreed upon by Nike and Executive. In the eventHee agrees to relocate to the Portland Metrégolarea, Nike will pay reasonable
relocation expenses in accordance with applicaiike Nolicy.

2. TERM OF EMPLOYMENT. The term of this Agreemeha#i commence in September 2000 on a date to leendigied and shall terminate
on the third anniversary of such date, subjectiar permination as hereinafter provided in Parpbré.

3. COMPENSATION. During the period of time Execuatiie employed by Nike under this Agreement, Exeeushall be compensated as
follows:

A. Base Salary. Executive's initial base salaryl$ieaat the rate of Six Hundred Thousand Doll&&00,000) per annum. Upon the first
anniversary of the Agreement, Executive's baseysalall be increased to no less than Six Hunditd Fhousand Dollars ($650,000) per
annum. Upon the second anniversary of the Agreerisietutive's base salary shall be increased tegsothan Seven Hundred Fifty
Thousand Dollars ($750,000) per annum.

B. Performance Sharing Bonus. Executive will bgible to participate in Nike's incentive bonus Barfance Sharing Plan (PSP): As an
executive-level employee, Executive will have aceintive bonus target of sixty percent (60%) of Exize's base pay received during the
proceeding fiscal year, except that the incentimeus target for the fiscal year ending May 31, 2@diLbe $360,000, provided that Executi
commences employment by March 1, 2001. Executindlgidual incentive bonus may be higher or lowmart the target amount depending
upon company and individual performance and futin@nges to the pla



C. Long-Term Incentive Award. In addition, Execetiwill be eligible for a Long-Term Incentive awarndaccordance with the terms of the
NIKE, Inc. Lon¢-Term Incentive Plan (LTIP) attached as Exhibitrldy this reference made a part of this Agreentexecutive's target
award under the LTIP is Two Hundred Thousand Dsl{200,000) per plan year. LTIP awards are todie put in shares of NIKE, Inc.
Class B Common Stock (Restricted Shares), sulijabietrestrictions set forth in the plan and Ret&d Stock Bonus Agreement to be signed
by Executive. All of the Restricted Shares awardeder the LTIP shall be initially unvested and klaatt on the third anniversary of the
grant date.

D. Sign-On Bonus. Executive shall receive a oneetigigning” bonus upon execution of this Agreenierthe amount of Two Hundred Fifty
Thousand Dollars ($250,000), less withholdingsaddition, Executive shall be eligible for a bonfi©me Hundred Fifty Thousand Dollars
($150,000), less withholdings, payable within feert calendar days of the first anniversary of tgeeAment, dependent upon Executive
meeting the apparel business goals mutually agrped by Executive and the Vice President and GéMarnager, USA Region, and set
forth in Schedule A, attached.

4. STOCK OPTIONS. Subject to the terms of the NIKEE, 1990 Stock Incentive Plan, as amended frome to time:

A. Initial Stock Option Grant. Upon initial employnt, and subject to executing a Stock Option Agearn the form attached hereto as
Exhibit C, Executive will be granted the optionpiorchase One Hundred Thousand (100,000) shareb&, Mhc. Class B Common Stock at
the market price of such shares at the close dingeon the date the options are granted. The epthall be granted on or about the first day
after Executive begins employment. The right tachase shares granted in the initial stock opti@migshall accrue with respect to one-third
(33 1/3%) of the shares on each of the three sdewganniversaries of the grant date.

B. Annual Stock Option Grants. During the termha§tAgreement, Executive annually will be eligilide at least Thirty Thousand (30,000)
additional shares of NIKE, Inc. Class B Common Btaicthe market price of such shares at the clbsmading on the date the options are
granted. These options are typically granted ig dfieach year. To be eligible for the annual gfrdtock options, Executive must be
employed by Nike as of the close of the Fiscal {&&ay 31st). The right to purchase shares witheesto annual stock option grants shall
accrue with respect to one-fourth (25%) of the sham each of the four succeeding anniversarigseafrant date.

C. Restricted Stock Grant. In addition, subjeaxecuting a Restricted Stock Bonus Agreement iridhma attached hereto as Exhibit B and
by this reference made a part of this Agreementchtive shall be granted such number of sharediKENnc. Class B Common Stock
(Restricted Shares) as are sufficient to equal keb@rice of Six Hundred Sixty Seven Thousand &rsl($667,000) at the close of trading on
the date of this Agreement. Such Restricted Shanesubject to the restrictions set forth in thadted Restricted Stock Bonus Agreement.
All of the Restricted Shares shall be initially ested, and shall vest with respect to one-half (50Rthe total Restricted Shares on each of
the two succeeding anniversaries of the grant date.

D. Initial Stock Grant. In addition, upon executioiithis Agreement, Executive shall be granted suahber of shares of NIKE, Inc. Class B
Common Stock as are sufficient to equal a markeemf Three Hundred Thirty Three Thousand Dol(§233,000) at the close of trading on
the date of this Agreement. All of the shares grdtursuant to this section shall be fully vestetth@time of grant.

5. TRAVEL AND EXPENSES.

A. Car/Apartment Expenses. During the first yeathig Agreement, Nike shall reimburse Executiveaipifty Thousand Dollars ($50,000)
the costs related to the operation of a car, inolydarage parking, gasoline, automobile insuraaaggmobile leasing, maintenance and
repairs, and the costs related to the lease opariraent, including real estate broker fees, apamtraecurity fees, home insurance, home
maintenance and repairs, and home cleaning s€rése

B. New York-Portland Travel Expenses. During thentef this Agreement, Executive will be requiredMike to travel between New York
City and Portland, Oregon, on a reasonable basiserording to a schedt



mutually acceptable to the parties. Nike shall trinse Executive for all reasonable travel expemsrsred by Executive for travel between
New York City and Portland, Oregon, by Executivel fier immediate family. Executive and her immedfateily shall be entitled t
business class or first class travel commensurdteBxecutive's position as a senior executive eyget of Nike.

C. Other Business Travel and Entertainment Expems@sng the term of this Agreement, Nike shallmburse Executive for all reasonable
expenses incurred by Executive in connection withgerformance of her duties to Nike in accordamitie applicable Nike policy.

6. BENEFITS. As a senior executive of Nike, Exeeaitshall be entitled to participate in Nike's 4Q1glan, medical, dental, life and disabil
insurance plans, deferred compensation plan artdather benefit plans and packages that now amgagrhereafter become available to
senior executive employees of Nike in accordandke terms of those respective plans.

7. CONFIDENTIALITY AND COVENANT NOT TO COMPETE. As condition of Nike's offer of employment, Execetivas executed a
separate "Covenant Not to Compete and Non-Disato8greement" attached as Exhibit D and by thisrezfee made a part of this
Agreement. It is understood that this Covenanttddompete and Non-Disclosure Agreement shall bependent of, and survive the
termination of, this Agreement.

8. NON-COMPETITION RESTRICTIONS.

A. Enforcement of Restrictions. In the event Exa@i$ previous employer attempts to or is succégsienforcing any non-compete
restrictions after the execution of this Agreemé&ixigcutive will use her best efforts to securereégase from any such restrictions. Nike
agrees to pay any reasonable attorney's fees @wthyr Executive in seeking to defend against, ehgk or limit the effect of the enforcement
of any such restrictions. If the restrictions anéoeced such that Executive is unable to commena®iatinue her duties as set forth in
Paragraph 1, Nike agrees to compensate Executivefto twelve (12) months in the total amount 858,000, in twelve equal installments,
plus an amount equivalent to the cost of bendfiteived from her previous employer.

B. Termination Upon March 1, 2001. If the restocis are enforced such that Executive is unablermneence or resume her duties by March
1, 2001, the Agreement is terminated upon that aateExecutive will receive and otherwise not fiirfa) the sign-on bonus then received
under Paragraph 3(D);

(b) any stock granted and vested under the irst@ik grant received under Paragraph 4(D); anthé&jemaining installments of the $750,
amount payable under Paragraph 8(A) above. Thisiatrsthall be deemed full and final severance paglfservices provided to Nike by
Executive and shall be Executive's sole and exausimedy for termination of this Agreement.

C. Mitigation. In the event Executive becomes éligifor payments under Paragraph 8(A), Executiad! siot have a duty prior to March 1,
2001 to mitigate or to seek employment elsewhei@@mdition to receiving such payments. Such paysnghall in no event be reduced pi

to March 1, 2001 by any income earned by Executiv& employment or self-employment. After Marci2D01, Executive shall use her best
efforts to obtain employment in a position congistgith Executive's obligations under ParagrapArn¥ interim earnings from such
employment by Executive from March 1, 2001 forwail be offset from Nike's obligation to pay compation under Paragraphs 8(A) and 8

(B)
9. TERMINATION.

A. For Cause: Nike may terminate Executive's emplent for cause at any time after delivering writherice to Executive. For purposes of
this Employment Agreement, cause shall includ&xX@cutive's substantial continual and repeatedesegf material duties specified
hereunder or hereafter conveyed to Executive andistent with her position and senior executivéustavhich is not cured following thirty
days after receipt of written notice from Nike sipgng such neglect and demanding a cure therddfdts of material dishonesty; (iii)
Executive's conviction for, or plea of nolo conteralto, a felony crime; or (iv) Executive's matevialation of any material term or conditit
of this Agreement, which is not cured followingrtizidays after receipt of written notice from Ni&gecifying such breach and demanding a
cure thereof. Nike may not terminate Executivedause without the approval of a quorum of the Rerst



Committee of the Board and written notice of samExecutive. Executive's failure to perform herigsiand obligations under this
Agreement because of incapacity due to illnessoidant will not be considered a cause to termiftcutive. Upon termination for cause,
the obligations of Nike to Executive hereunder ktedse and Executive shall not be entitled tosawerance payments, except that the pi
agree that Executive will receive and otherwisefadeit (a) any base salary paid, accrued or owinder Paragraph 3(A); (b) any sign-on
bonus then received under Paragraph 3(D); (c) ook ®ptions granted and vested under the Long Tecentive Award pursuant to
Paragraph 3(C); and (d) any stock granted and destder the stock or stock option grants pursu@Pragraph 4. Any payments or stock
options to which Executive is entitled under thésggraph shall be payable or transferred to Exeewtithin fourteen calendar days of the
termination For Cause. This amount shall be deeuiednd final severance pay for all services pdad to Nike by Executive and shall be
Executive's sole and exclusive remedy for termamadf this Agreement.

B. Without Cause: Nike may terminate Executive'plelyment Without Cause upon written notice to Exeeu If, however, Executive is
terminated Without Cause prior to conclusion oftéiren of this Agreement, Nike shall proffer, wittihree calendar days of the termination,
an appropriate release document. Upon executitimeodippropriate release document by Executive, Bliledl pay Executive as severance
within 30 days of the written notice of terminatifpa lump sum equal to Executive's base salarytie fiscal year in which Executive was
terminated; (i) in lieu of PSP, an additional pamhof sixty percent (60%) of Executive's basergadarned during the fiscal year to date;
(i) any unvested Restrictive Shares of NIKE, I@dass B Common Stock pursuant to Paragraph 4(€uawested Stock Options pursuant to
Paragraph 4(A) shall immediately vest. These ansosimall be deemed full and final severance pawlf@ervices provided to Nike by
Executive and shall be Executive's sole and exausimedy for termination of this Agreement, exdbpt the parties expressly agree that
Executive will receive and otherwise not forfei} éay base salary paid, accrued or owing undergeapa 3(A); (b) any stock options granted
and vested under the Long Term Incentive Awardyamsto Paragraph 3(C); (c) any sign-on bonus am@eeived under Paragraph 3(D);
and

(d) any stock options granted and vested undesttiek option grants pursuant to Paragraph 4. Agyneats of stock or stock options to
which Executive is entitled under this paragrapdlldie payable or transferred to Executive wittdarteen calendar days of the Executive's
execution of the release document.

C. For Good Reason. Executive may terminate het@ment For Good Reason at any time upon writteicado Nike. Executive shall ha
Good Reason to terminate her employment onlyn(ihé event of a material breach of this Agreenbgritlike; (i) upon a material change in
the title, functions and reporting relationshipshef position as described in Paragraph 1; (iigrug "Change in Control" in the ownership or
management of Nike, as that term is defined indgtagh 10; and (iv) if Executive is required, withder consent, to move her office from
New York City Metropolitan area to any other looati In the event Executive terminates her employrgen Good Reason, Nike shall p
Executive as if she were terminated Without Caussyant to Paragraph 9(B).

D. Without Good Reason. Executive may terminategingployment Without Good Reason at any time upatiemrnotice to Nike. In the
event Executive terminates her employment Withcabd@Reason, Nike shall pay Executive as if she warainated For Cause pursuant to
Paragraph 9(A).

E. Death. In the event of the Executive's deatinduhe term of this Agreement, this Agreement Isfleaininate automatically, except that
Nike will pay Executive's estate as if she werenteated For Cause on the date of her de

F. Disability. Upon a written, medically sufficiedetermination by Nike's long-term disability prder that Executive is eligible to receive
benefits under Nike's lontgrm disability policy for senior executives, Nikey terminate Executive, except that Nike will &§ecutive as i
she were terminated Without Cause.

10. CHANGE IN CONTROL. For purposes of this Agreeme Change in Control shall mean the occurrehemy of the following events:

A. Any person (as defined in Sections 3(a)(9) aB@3) of the Securities and Exchange Act of 1@84 "Exchange Act") acquires directly
or indirectly the beneficial ownership (within theeaning of rule 13d-3 promulgated pursuant to tkehBnge Act) of any voting security of
Nike and immediately after su



acquisition such person is, directly or indirecttye beneficial owner of voting securities repreéisen50% or more of the total votes of all of
the then outstanding voting securities of Nike;

B. The individuals (A) who constitute the Boardodishe date of this Agreement (the "Original Dimrst’) or (B) who thereafter are elected to
the Board and whose election, or nomination foctée, to the Board was approved by a vote of thigi@al Directors then still in office

(such directors becoming "Additional Original Ditexs" immediately following their election) or (@ho are elected to the Board and whose
election, or nomination for election, to the Boaras approved by a vote of the Original Directord Additional Original Directors then still

in office (such directors also becoming "Additioiginal Directors" immediately following theiregtion), cease for any reason to const

a majority of the members of the Board; or

C. The shareholders of Nike approve a plan of cetaglquidation of either the company or an agresrfer the sale or disposition of either
the company or all or substantially all of Nike etss

11. INDEMNIFICATION. Upon commencement of employmegxecutive shall execute an Indemnity Agreemerihe form attached hereto
as Exhibit E.

12. GENERAL PROVISIONS.

A. Entire Agreement. This Agreement, together wlith exhibits and schedule attached hereto, cotedithe entire understanding between
Executive and Nike and supersedes all prior agratsror discussions between the parties. No amenidonenodification of this Agreement
shall be valid unless it is in writing referringtlus Agreement and signed by both parties.

B. Severability. If any provision of this Agreemestitall be held invalid or unenforceable by a cofitcompetent jurisdiction, the invalid
provision(s) shall not affect any other provisidrttds Agreement.

C. Assignability. This Employment Agreement is aesignable by either party without the written @mf the other.

D. Waiver. The waiver by either party of a breatlamy provision of this Agreement shall not operdeor be construed as, a waiver of any
subsequent breach.

E. Waiver of Right to Jury Trial. In order to fatalte the prompt and cost effective resolutionigpdtes, as a condition to entering into this
Agreement, Executive and Nike hereby waive andgelish any right to a jury trial they may now ordiaafter have in any dispute arising
out of or relating to this Agreement.

F. Governing Law/Jurisdiction. This Agreement shalgoverned by the laws of the State of Oregohowitregard to choice of law
provisions. The parties consent that jurisdictisrraand venue for any legal proceeding arisingobtite interpretation or enforcement of this
Agreement shall be in a state court located in \iviggbn County, Oregon.

IN WITNESS WHEREOF, the parties hereby execute Agigeement to be effective the day and year findtten above.

EXECUTI VE NI KE, Inc.
/sl M ndy G ossnan /sl Jeffrey M Cava
M ndy G ossman By: Jeff Cava

Its: Vice President, dobal Human
Resour ces



COVENANT NOT TO COMPETE
AND NON-DISCLOSURE AGREEMENT

PARTIES:
Mindy Grossman (EMPLOYEE) and NIKE, Inc., and itsisions, subsidiaries and affiliates. (NIKE):
RECITALS:

A. This Covenant Not to Compete and Non-DisclofAgesement is executed upon initial employment arrufhe EMPLOYEE's
advancement with NIKE and is a condition of suctplayment or advancement.

B. Over the course of EMPLOYEE's employment witiKE] EMPLOYEE will be or has been exposed to and/@n a position to develop
confidential information peculiar to NIKE's busisesnd not generally known to the public as defineldw ("Protected Information™). It is
anticipated that EMPLOYEE will continue to be expddo Protected Information of greater sensitisgyEMPLOYEE advances in the
company.

C. The nature of NIKE's business is highly compagitind disclosure of any Protected Information Maasult in severe damage to NIKE
and be difficult to measure.

D. NIKE makes use of its Protective Informationatinghout the world. Protective Information of NIK&rcbe used to NIKE's detriment
anywhere in the world.

AGREEMENT:
In consideration of the foregoing, and the ternts @nditions set forth below, the parties agrefobews:
1. COVENANT NOT TO COMPETE.

(a) COMPETITION RESTRICTION. During EMPLOYEE's emgment by NIKE, under the terms of any employmemttract or otherwise,
and for one year thereafter, (the "Restriction &), EMPLOYEE will not directly or indirectly, owmmanage, control, or participate in the
ownership, management or control of, or be empldyedonsult for, or be connected in any manneh véitly business engaged anywhere in
the world in the athletic footwear, athletic apparesports equipment and accessories businessyoother business which directly competes
with NIKE or any of its parent, subsidiaries orilédted corporations ("Competitor"). BY WAY OF ILLETRATION ONLY, examples of
NIKE competitors include, but are not limited todidas, FILA, Reebok, Puma, Champion, Oakley, DKIi6nverse, Asics, Saucony, Ni
Balance, B.U.M, FUBU, The Gap, Tommy Hilfiger, UnobNorthface



Venator (Footlockers), Sports Authority, Columbjo8swear, Wilson, Mizuno, Callaway Golf and TigeiThis provision is subject to
NIKE's option to waive all or any portion of the $&gction Period as more specifically provided bel

(b) EXTENSION OF TIME. In the event EMPLOYEE breashthis covenant not to compete, the Restrictiogio®shall automatically toll
from the date of the first breach, and all subsetibeeaches, until the resolution of the breachugh private settlement, judicial or other
action, including all appeals. The Restriction Béshall continue upon the effective date of arshssettlement judicial or other resolution.
NIKE shall not be obligated to pay EMPLOYEE the itiddal compensation described in paragraph 1(tvbeuring any period of time i
which this Agreement is tolled due to EMPLOYEE'sdwh. In the event EMPLOYEE receives such additioompensation pursuant to
paragraph 1(d) below after any such breach, EMPLB¥fust immediately reimburse NIKE in the amounalbsuch compensation upon the
receipt of a written request by NIKE.

(c) WAIVER OF NON-COMPETE. NIKE has the option,ita sole discretion, to elect to waive all or atfmr of the Restriction Period or to
limit the definition of Competitor, by giving EMPLYEE seven (7) days prior notice of such electiorthe event all or a portion of the
Restriction Period is waived, NIKE shall not beigated to pay EMPLOYEE for any period of time asvitich the covenant not to compete
has been waived.

(d) ADDITIONAL CONSIDERATION. As additional considation for the covenant not to compete describexdabif after termination of
EMPLOYEE's employment for any reason, NIKE eleotsiiforce the non-competition agreement, NIKE ghayl EMPLOYEE a monthly
payment equal to one hundred percent (100%) of EONAEE's last monthly base salary while the Restic®eriod is in effect. The first
payment to EMPLOYEE of additional considerationlsfudlow on the next applicable pay period aftbetelection to enforce the non-
competition agreement, payable in accordance wikkEl$ payroll practices.

2. SUBSEQUENT EMPLOYER. EMPLOYEE agrees to notifiKN at the time of separation of employment of tfaene of EMPLOYEE's
new employer, if known. EMPLOYEE further agreeslisclose to NIKE the name of any subsequent empldyeng the Restriction Period,
wherever located and regardless of whether suchognemis a competitor of NIKE.

3. NON-DISCLOSURE AGREEMENT.

(2) PROTECTABLE INFORMATION DEFINED. "Protected brimation” shall mean all proprietary information whatever form and
format, of NIKE and all information provided to NEby third parties which NIKE is obligated to kemmnfidential. EMPLOYEE agrees that
any and all information to which EMPLOYEE has ascesncerning NIKE projects and internal NIKE infation is Protected Information,
whether in verbal form, machine-readable form, temitor other tangible form, and whether designagedonfidential or unmarked. Without
limiting



the foregoing, Protected Information includes infation relating to NIKE's research and developnaetivities, its intellectual property and
the filing or pendency of patent applications, édaftial techniques, methods, styles, designsgdesincepts and ideas, customer and ve
lists, contract factory lists, pricing informatiomanufacturing plans, business and marketing pkales information, methods of operation,
manufacturing processes and methods, productgemsdnnel information.

(b) Excluded Information. Notwithstanding paragr&gh), Protected Information excludes any infororathat is or becomes part of the
public domain through no act or failure to act be part of EMPLOYEE. Specifically, employees shallpermitted to retain as part of their
personal portfolio copies of the employees' origaréwork and designs, provided the artwork or gesihave become part of the public
domain. In any dispute between the parties witheesto this exclusion, the burden of proof willdme EMPLOYEE and such proof will be
clear and convincing evidence.

(c) Employee's Obligations. During the period ofpdmyment by NIKE and for a period of two (2) ye#nsreafter, EMPLOYEE will hold in
confidence and protect all Protected Informatiod @il not, at any time, directly or indirectly, @sny Protected Information for any purpose
outside the scope of EMPLOYEE's employment with Elit disclose any Protected Information to anydtipierson or organization without
the prior written consent of NIKE. Specifically, tmot by way of limitation, EMPLOYEE will not evexopy, transmit, reproduce, summarize,
quote, publish or make any commercial or othenwuisatsoever of any Protected Information withoutghier written consent of NIKE.
EMPLOYEE will also take reasonable security preimms and such other actions as may be necessaryuie that there is no use or
disclosure, intentional or inadvertent, of Protddtgformation in violation of this Agreement.

4. RETURN OF PROTECTED INFORMATION. At the reque$tNIKE at anytime, and in any event, upon termorabf employment,
EMPLOYEE shall immediately return to NIKE all codéintial documents, including tapes, notebooks, thigsy computer disks and other
similar repositories of or containing Protectecohniiation, and all copies thereof, then in EMPLOY&EROSssession or under EMPLOYEE's
control.

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



6. NON-RECRUITMENT. During the term of this Agreenmtend for a period of one (1) year thereafter, ERIFEE will not directly or
indirectly , solicit, divert or hire away (or att@trto solicit, divert or hire away) to or for hintser any other company or business
organization, any NIKE employee, whether or notsemployee is a full-time employee or temporary leyge and whether or not such
employment is pursuant to a written agreement at ill.

7. ACCOUNTING OF PROFITS. EMPLOYEE agrees thaEMPLOYEE should violate any term of this Agreemetit{E shall be entitled
to an accounting and repayment of all profits, cengation, commissions, remuneration or benefitewBMPLOYEE directly or indirectly
has realized and/or may realize as a result ai oohnection with any such violation (including tie¢éurn of any additional consideration paid
by NIKE pursuant to Paragraph 1(d) above). Suctetgnshall be in addition to and not in limitatiohamy injunctive relief or other rights or
remedies to which NIKE may be entitled at law oequity.

8. GENERAL PROVISIONS.

(a2) SURVIVAL. This Agreement shall continue in affafter the termination of EMPLOYEE's employmeargardless of the reason for
termination.

(b) WAIVER. No waiver, amendment, modification @ncellation of any term or condition of this Agreamwill be effective unless
executed in writing by both parties. No written wezi will excuse the performance of any act othantthe act or acts specifically referred to
therein..

(c) SEVERABILITY. Each provision herein will be tited as a separate and independent clause androsaifility of any one clause will in
no way impact the enforceability of any other ceushould any of the provisions in this Agreemenfdund to be unreasonable or invalid by
a court of competent jurisdiction, such provisioaitl be enforceable to the maximum extent enforceddyl the law of that jurisdiction.

(d) APPLICABLE LAW/JURISDICTION. This Agreement, drEMPLOYEE's employment hereunder, shall be corsdtaccording to the
laws of the State of Oregon. EMPLOYEE further hgrebbmits to the jurisdiction of, and agrees thalusive jurisdiction over and venue
for any action or proceeding arising out of or fielg to this Agreement shall lie in the state aedefral courts located in Oregon.

EMPLOYEE NI KE, | nc.

/sl M ndy G ossnan By /s/ Lindsay D. Stewart

Name: Lindsay D. Stewart
DATE 9-7-00 Title: Vice President



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

YEAR ENDED MAY 31

2002 2001 2000
(I'N M LLI ONS)

Net I NCOMB . . $ 663. 3 $ 589.7 $ 579.1
INCOME 1 AXES ..ot e e 349.0 331.7 340.1
Currul ative change in accounting principle ...................... 5.0 -- --
I ncome before incone taxes and cumul ati ve change ..... 1,017.3 921.4 919.2

Add fixed charges
Interest expense(A) .. ...t 49. 3 67.1 49.8
Interest component of leases(B) ........ ... ... ... 53.3 50.7 48.5
Total fixed charges ........ ... . . .. .. 102.6 117.8 98.3
Earni ngs before incone taxes and fixed charges(C) .............. $ 1,118.2 $ 1,030.8 $ 1,012.7
Ratio of earnings to total fixed charges ....................... 10. 90 8.75 10. 30

(A) Interest expense includes interest both expasd capitalized.
(B) Interest component of leases includes one-thfiredntal expense, which approximates the intar@stponent of operating leases.

(C) Earnings before income taxes and fixed chaigyesclusive of capitalized intere



EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

NIKE, Inc. has 38 wholl-owned subsidiaries, 7 of which operate in the éthibtates, and 31 of which operate in foreign agemtAll of the
subsidiaries, except for NIKE IHM, Inc., Triax Irsmce, Inc., and NIKE Suzhou Sports Co. Ltd. camthe same line of business, namely
the design, marketing, distribution and sale ofadithand leisure footwear, apparel, accessorigd.eguipment. NIKE IHM, Inc., a Missouri
corporation, manufactures plastics and Air-Soleestisshioning components. Triax Insurance, Inc.aev#di corporation, is a captive
insurance company that insures the Company foaicerisks. NIKE Suzhou Sports Co. Ltd., a Chinesgoration, manufactures footwear in

the People's Republic of China.
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