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PART I
Iltem 1. Business

General

NIKE, Inc. was incorporated in 1968 under the lafithe state of Oregon. As used in this reportténms "we", "us”, "NIKE" and th
"Company" refer to NIKE, Inc. and its predecesssufisidiaries and affiliates, unless the contedicates otherwise.

Our principal business activity involves the desidevelopment and worldwide marketing of high qydibotwear, apparel, equipment, and
accessory products. NIKE is the largest sellettloietic footwear and athletic apparel in the wokle sell our products to approximately
20,000 retail accounts in the United States analtjin a mix of independent distributors, licenseebsubsidiaries in approximately 110
countries around the world. Virtually all of ourgplucts are manufactured by independent contraditost footwear products are produced
outside the United States, while apparel produgtgpeoduced both in the United States and abroad.

Products

NIKE's athletic footwear products are designed prity for specific athletic use, although a larggqentage of the products are worn
casual or leisure purposes. We place considerafyidasis on high quality construction and innovatlesign. Running, basketball, childre
cross- training and women's shoes are currentlyapiselling product categories and we expect tteeaontinue to lead in product sales in
the near future. However, we also market shoegdedifor outdoor activities, tennis, golf, socdeseball, football, bicycling, volleyball,
wrestling, cheerleading, aquatic activities, aatcing, and other athletic and recreational uses.

We sell active sports apparel covering each oatiw/e categories, as well as athletic bags andgsageitems. NIKE apparel and accessories
are designed to complement our athletic footweadycets, feature the same trademarks and are goldgth the same marketing and
distribution channels. We often market footweapaapl and accessories in "collections” of similasign or for specific purposes.

We sell a line of performance equipment under th€fM\brand name, including sport balls, timepie@gwear, skates, bats, and other
equipment designed for sports activities.

We also sell a line of dress and casual footwedraaeessories for men, women and children unddordoed name Cole Haan(R) through our
wholly-owned subsidiary, Cole Haan Holdings Incagied, headquartered in Maine. We market a lineeaflwear with licensed team logos
under the brand name "Sports Specialties", thraugtwholly-owned subsidiary, NIKE Team Sports, Ifformerly known as Sports
Specialties Corporation). We also sell small amswifitvarious plastic products to other manufactutierough our wholly-owned subsidiary,
NIKE IHM, Inc.

Our wholly-owned subsidiary, Bauer NIKE Hockey Inteadquartered in Montreal, manufactures andldigés ice skates, skate blades, in-
line roller skates, protective gear, hockey sticks] hockey jerseys and accessories under the 3werd NIKE(R) brand names. Bauer also
offers a full selection of products for street]eolnd field hockey.



Sales and Marketing

The table below shows certain information regardifigE's United States and international (non-Ur8venues for the last three fiscal years.

May 31, 1999 % CHG 1998 % CHG 1997
( in millions)
USA Region
Footwear..........ccccceueeenen. $3,244.6 (7.3 )% $3,498.7 (6.8)% $3,753.6

Apparel......c.ccccooeenee .. 1,385.3(11.0 )% 1,556.3 10.6% 1,406.6
Equipment and other................ 93.8 11.1 % 84.4 103.9% 41.4
Total USA......ccoeiiiiee. 4,723.7 (8.1 )% 5,139.4 (1.2)% 5,201.6
Europe Region

Footwear..........cccccvueeennen. 1,182.7 (6.6 )% 1,266.6 5.8% 1,197.1
Apparel.......cccocoeenee. .. 1,005.1 26.3 % 7959 34.4% 592.0
Equipment and other................ 68.0 102.4 %  33.6 4700.0% 0.7
Total Europe.........ccccvvvveees 2,255.8 7.6 % 2,096.1 17.1% 1,789.8
Asia Pacific Region

Footwear........cccccceveeeennnnn. 455.3 (42.4 )% 790.7 (8.0)0% 859.0
Apparel .. 366.0(19.3 )% 453.4 18.4% 382.8
Equipment and other................ 23.2136.7 % 9.8 9700.0% 0.1
Total Asia Pacific................ 844.5 (32.7 )% 1,253.9 1.0% 1,241.9
Americas Region

Footwear..........cccccvueennnen. 335.8 (16.7 )% 403.0 20.3% 334.9
Apparel......ccccooeenen .. 158.4(14.9 )% 186.2 66.0% 112.2
Equipment and other................ 12.9 31.6 % 9.8 366.7% 2.1
Total Americas............c....... )% 599.0 33.3% 449.2

Total NIKE brand

Other brands..........cccccceevnne )% 464.7 (7.8)% 504.0

Total Revenues )% $9,553.1 4.0% $9,186.5

Financial information about geographic and segropetations appears in Note 16 of the consolidatesh€ial statements on page 43.

We experience moderate fluctuations in aggregd#és salume during the year. However, the mix ofduret sales may vary considerably
from time to time as a result of changes in sedsamdigeographic demand for particular types ofi@ar and apparel.

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

United States Market

During fiscal 1999, sales to our approximately P0,@etail accounts in the United States accourdgedgproximately 57 percent of total
revenues, compared to 57 percent in fiscal 1998&@nukrcent in fiscal 1997. The domestic retaibaict base NIKE brand includes a mix of
department stores, footwear stores, sporting



goods stores, skating, tennis and golf shops, #ret cetail accounts. During fiscal year 1999, thwee largest customers accounted for
approximately 26 percent of sales in the UnitedeSta

We make substantial use of our "futures" orderirmgpam, which allows retailers to order five to sionths in advance of delivery with the
guarantee that 90 percent of their orders will &éevdred within a set time period at a fixed pribefiscal year 1999, 91 percent of our
domestic footwear shipments (excluding Cole HaahBawer) were made under the futures program, credga 85 percent in fiscal 1998
and 93 percent in fiscal 1997. In fiscal 1999, 8écpnt of our domestic apparel shipments were maader the futures program, compared to
84 percent in fiscal 1998, and 86 percent in 1997.

We utilize 19 NIKE sales offices to solicit salestie United States. We also utilize 35 independal®s representatives to sell specialty
products for golf, cycling, water sports and outdactivities. In addition, we operate the followirggail outlets in the United States:

Retail Stores Number
NIKE factory stores (which carry primarily B-grade and close-out
merchandise)......cccovvvveiivieneeeeeeeee s 74
NIKE StOr€S...ccvvciiiiiiiiiiieiiiee e e 2
NIKETOWNSs (designed to showcase NIKE products)..... e 13
Employee-only StOresS.......ccoocevvciveencceeees e 3
Cole Haan stores (including factory and employee st Ores)............ 31
Total e e 123

NIKE's domestic distribution centers for footwess bcated in Beaverton, Oregon, Wilsonville, Onegdemphis, Tennessee, a

Greenland, New Hampshire. Apparel products arepgitifrom the Memphis distribution center and froreéhville, North Carolina. Cole
Haan footwear and Bauer NIKE Hockey products as&ributed primarily from Greenland, New Hampshard Sports Specialties headwear
is shipped from Irvine, California.

International Markets

We currently market our products in approximatel tountries outside of the United States througlependent distributors, licensees,
subsidiaries and branch offices. We operate 18iltiston centers in Europe, Asia, Canada, Latin Aiog and Australia, and also distribute
through independent distributors and licenseesegtienate that our products are sold through mae 89,000 retail accounts outside the
United States. Noi).S. sales accounted for 43 percent of total regefnufiscal 1999, compared to 43 percent in fi$&88 and 38 percent
fiscal 1997. In many countries and regions, inalgdiapan, Canada, Asia, South America, and Euvepbave a futures ordering program
retailers similar to the United States futures paogdescribed above. We are developing the prograither countries. NIKE's three largest
customers outside of the U.S. accounted for apprately 8 percent of non-U.S. sales.

International branch offices and subsidiaries dfEkare located in Argentina, Australia, Austriald@em, Brazil, Canada, Chile, Denmark,
Finland, France, Germany, Hong Kong, Indonesiaalntaly, Japan, Korea, Malaysia, Mexico, New Zaal, The Netherlands, Norway,
Peoples Republic of China, The Philippines, Pottugiagapore, South Africa, Spain, Sweden, Switaet| Taiwan, Thailand, the United
Kingdom, and Vietnam.

We operate 52 retail outlets outside the UnitedeStavhich are comprised of NIKETOWNS, factory sgyremployee stores, and Cole Haan
stores.

Significant Customers

Venator Group Inc., which operates a chain of fetares specializing in athletic footwear and appaccounted for approximately 10
percent of global net sales of NIKE brand produictsng fiscal 1999. No other customer accountedLfbpercent or more of our net sales
during fiscal 1999.



Orders

As of May 31, 1999, our worldwide futures orders RiKE brand athletic footwear and apparel totedd billion, compared to $4.1 billion
as of May 31, 1998. These orders are scheduledeforery from June through November of 1999. Bageoh historical data, we expect that
approximately 95 percent of these orders will Hediin that time period, although the orders maychncelable.

Product Research and Development

We believe that our research and development sféog a key factor in our past and future sucdesshnical innovation in the design of
footwear, apparel, and athletic equipment recedrdinoued 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 specialists metareas of biomechanics, exercise physiology heeging, 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 i@view designs, materials and concepts for moiduprovement. Employee athletes
wear-test and evaluate products during the desigrdavelopment process.

In fiscal 1999, we spent approximately $97.5 millan product research, development and evaluat@mpared to $106.7 million in 1998,
and $73.2 million in 1997.

Manufacturing

In fiscal 1999, approximately 49 percent of totéKE brand apparel production for sale to the Unifdtes market was manufactured in the
United States by independent contract manufactunaost of which are located in the southern stdtks.remainder was manufactured by
independent contractors located in 34 countriesstMbthis apparel production occurred in Bangladé&hina, Hong Kong, Indonesia,
Malaysia, Mexico, The Philippines, Singapore, Stnka, Taiwan, and Thailand. Substantially all of apparel production for sale to the
international market was manufactured outside ti& U

Virtually all of our footwear is produced outsidktbe United States. In fiscal 1999, contract siguplin the following countries manufactul
the following percentages of total NIKE brand foetw:

Country Percent
People's Republic of China...........cccceeevinee 40
INdONESIA......oevieiiiiiceiceeee 30
Vietnam.......cccoovieiei e 12
Thailand.........ccocceeiiiiiieiiice, 11
AU 2
The PhilippineS......cccvveeeeiiiiiiiiiiiines 2
TAIWAN ... 2

We also have manufacturing agreements with indepdrfdctories in Argentina, Brazil, and Mexicon@nufacture footwear for sale within
those countries. Our largest single supplier acwalifor approximately 8 percent of total fiscal @96otwear production.

The principal materials used in our footwear prdgae natural and synthetic rubber, vinyl andta®mpounds, foam cushioning
materials, nylon, leather, canvas, and polyuretlidgme used to make AIR-SOLE cushioning componente principal materials used in our
apparel products are natural and synthetic falamcsthreads, plastic and metal hardware, and djzecigperformance 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 rfaanturing takes place. We have thus far experietitt
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difficulty in satisfying our raw material requirems. NIKE IHM, Inc., a wholly-owned subsidiary olKE, is our sole supplier of the AIR-
SOLE cushioning components used in footwear.

Our international operations are subject to theassks of doing business abroad, such as possitduation of currencies, export duties,
guotas, restrictions on the transfer of funds amdertain parts of the world, political instabjlitSee "Trade Legislation" below. We have not,
to date, been materially affected by any such tisk.cannot predict the likelihood of such develepts occurring. We believe that we have
the ability to develop, over a period of time, adatg alternative sources of supply for the prodabtained from its present suppliers outside
of the United States. If events prevented us froquaing products from our suppliers in a particudauntry, our footwear operations could
be temporarily disrupted and we could experiencadverse financial impact. However, we believe thatcould eliminate any such
disruption within a period of no more than 12 mantiand that any adverse impact would, thereforef laeshort-term nature. We believe that
our principal competitors are subject to similaksi.

All of our products manufactured overseas and iftggbinto the United States and other countriesabgect to duties collected by customs
authorities. Customs information submitted by usiginely subject to review by customs authoritM& are unable to predict whether
additional customs duties, quotas or other regiristmay be imposed on the importation of our potslin the future. The enactment of any
such duties, quotas or restrictions could resuilténeases in the cost of our products generaltyraight adversely affect the sales or
profitability of NIKE and the imported footwear aagparel industry as a whole.

Since 1972, Nissho Iwai American Corporation ("NIAG subsidiary of Nissho Iwai Corporation, a kdapanese trading company, has
performed significant financing and export-impat\sces for us. NIAC currently provides logistiasdabuying agency services, including
trade financing, in connection with more than 8€cpat of all of the athletic footwear and appangborted into the United States and other
countries around the world. Any failure of NIACpioovide these services could disrupt our abilitaequire products from our suppliers and
to deliver products to our customers in a timelyhnmex, possibly resulting in cancelled orders thatily adversely affect sales or profitability.
We believe that any such disruption would be stesrh in duration due to the ready availability iéenative sources of services and
financing at competitive rates. Our current agregmeith NIAC expire on May 31, 2001.

Trade Legislation

Our non-U.S. operations are subject to the ussks of doing business abroad, such as the impogifiomport quotas or andumping duties

In 1994, the European Commission imposed quotazdain types of footwear manufactured in Chinasehquotas replaced national quotas
that had previously been in effect in several Meng@iiates. Footwear designed for athletic use, mgegrtain technical criteria and having a
CIF price above 9 euros ("Special Technology AtblEbotwear" or "STAF"), is excluded from the quatas a result of the STAF exclusion,
and the amount of quota made available to us, tloéag have not had a material effect on our busines

In 1995, the EU Commission, at the request of Eeaogfootwear manufacturers, initiated two anti-dingpnvestigations covering footwear
imported from the People's Republic of China, Irekia and Thailand. As a result, in October 199Thmmission imposed definitive anti-
dumping duties on certain textile upper footweapamed from China and Indonesia. In February 1898 Commission imposed definitive
anti-dumping duties on certain synthetic and leatipper footwear originating in China, Indonesid dinailand. 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 datand with a CIF price above 5.7 euros. As altethe anti-dumping duties for synthetic
and leather upper footwear apply only to low cosiivear. In our case, these duties primarily imgadtren's shoes and low cost sandals.
While the exclusions are subject to some interimatdby customs authorities, we believe that méstuw footwear sourced in the target
countries for sale in the EU fits within the exdtuss. Accordingly, our business has not been nallgr@ffected by the anti-dumping duties.
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While we have no reason to believe that the sgodisvear exclusions from the quotas and anti-dugnpiuties will be eliminated, we are
aware that the European Commission has in thecpasidered, and continues to consider, certairsi@w to the exclusions. These revisions
generally seek to clarify the scope of the exclusiby the addition of specified technical criteifée are unable at this time to predict the
outcome of these discussions, but will closely rtaorfurther developments and will seek, by indivatlaction and through relevant trade
associations, to prevent imposition of exclusidra tvould subject a greater portion of our prodtthe quotas and anti- dumping duties. If
the exclusions were made more restrictive, we woaltsider, in addition to its possible legal remedshifting the production of such
footwear to other countries in order to maintaimpetitive pricing. We believe that we are preparedeal effectively with any such change
of circumstances and that any adverse impact woeildf a temporary nature. We continue to closelyitoo international restrictions and
maintain our multi- country sourcing strategy aodtingency plans. We believe that our major contgegtistand in much the same position
regarding these trade measures.

In June 1999, President Clinton extended to JuB® 2dn-discriminatory "normal trade relations” ("R formerly "most favored nation")
trading status to the People's Republic of Chiifia"), and Congress supported the PresidentisidecUnder U.S. law, NTR status for
China is extended annually. The United States kded NTR status to China each year since 1980aGs a material source of footwear
production for NIKE. A revocation of NTR status wduesult in a substantial increase in tariff rat@ggoods imported from China, and,
therefore could adversely affect our operationsil®\the United States continues to have foreigicgas well as human rights concerns with
China, the Clinton Administration and the Congreage opposed using China's NTR status as a meaugldssing these concerns.
However, even if NIKE's Chinese sources were agfittily a change in China's NTR status, we belieaethie impact of such change would
not have a long term, material adverse impact arbosiness.

In 1995, President Clinton officially restored dipiatic relations between the United States andch¥iat The President's action is a step
toward restoration of full trade relations incluglithe United States granting non- discriminatoryR\iTading status to Viethnam which would
result in lower tariffs between the two countrigsJuly of 1999 the United States and Vietnam reddmn agreement in principle on a
comprehensive bilateral trade agreement, which eyarhongst other things, provide reciprocal NTRuMeen the two countries. Once the
agreement is signed and approved by the U.S. Cssigrad the Viethamese National Assembly, the UiStates will grant an annual
extension of NTR to Vietnam, which must be renewedually by the President. Although we are curyemtiable to predict the likely timing
of Congressional consideration of the trade agre¢nitds likely to occur within fiscal year 200@/e are currently sourcing footwear and
apparel products from factories in Vietnam. If Carss approves the trade agreement, the grantiNg Rftrading status for Vietnam could
expand our production and marketing opportunitiegietnam.

Competition

The athletic footwear, apparel and equipment ingiustkeenly competitive in the United States anchavorldwide basis. We compete
internationally with an increasing number of atitl@nd leisure shoe companies, athletic and leiapparel companies, sports equipment
companies, and large companies having diversifiezlof athletic and leisure shoes, apparel angpewant, including Reebok, Adidas and
others. The intense competition and the rapid obsungtechnology and consumer preferences in tietatand leisure footwear and apparel
and athletic equipment markets constitute sigmificesk factors in our operations.

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

Trademarks and Patents

We utilize trademarks on nearly all of our produasl believe that having distinctive marks thatreselily identifiable is an important factor
in creating a market for our goods, in identifyihg Company, and in
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distinguishing our goods from the goods of oth&/s.consider our NIKE(R) and Swoosh(R) design traahésito be among our most
valuable assets and we have registered these taakiein over 100 countries. In addition, we own gnather trademarks which we utilize in
marketing our products. We continue to vigorousiytect our trademarks against infringement.

NIKE has an exclusive, worldwide license to make sell footwear using patented "Air" technology eTgrocess utilizes pressurized |
encapsulated in polyurethane. Some of the earlyENNi¢ patents expired in 1997, which may enable getitors to use certain types of NI
Air technology. Subsequent NIKE Air patents willtrexpire for several years. We also have a numbpatents covering components and
features used in various athletic and leisure shdesbelieve that our success depends upon skilesign, research and development,
production and marketing rather than upon our gadesition. However, we have followed a policy tifhfy applications for United States a
foreign patents on inventions, designs and imprarégmthat we deem valuable.

Employees

We had approximately 20,700 employees at May 33991Management considers its relationship with eyges to be excellent. With the
exception of Bauer NIKE Hockey Inc., our employaes not represented by a union. Of Bauer NIKE Hgskidorth American employees,
approximately 55 percent, or fewer than 700, axeed by three union collective bargaining agredsesith three separate bargaining units,
and all of Bauer NIKE Hockey's approximately 160péoyees in Italy are covered by three collectivegaiming agreements. The collective
bargaining agreements expire on various dates 1999 through 2003. There has never been a mairgiéatuption of operations due to lat
disagreements.

Executive Officers of the Registrant
The executive officers of NIKE as of July 31, 1998 as follows:

Philip H. Knight, Chief Executive Officer--Mr. Knig, 61, a director since 1968, is Chief Executiféd®r and Chairman of the Board of
Directors of NIKE. Mr. Knight is a co-founder of KIE and, except for the period from June 1983 thhoBgptember 1984, served as its
President from 1968 to 1990. Prior to 1968, Mr.d&tiwas a certified public accountant with Pricet¥vlaouse and Coopers & Lybrand and
was an Assistant Professor of Business Administnadt Portland State University.

Jeffrey M. Cava, Vice President, Global Human Resga+Mr. Cava, 47, has been employed by NIKE since 198, primary responsibilit
for NIKE's Global Human Resources. Previous to NIKE. Cava held the position of Vice President, HumiResources, Walt Disney
Consumer Products, Burbank, California.

Thomas E. Clarke, President and Chief Operatingc@f-Dr. Clarke, 48, a director since 1994, joifdE in 1980. Dr. Clarke has held
various positions with NIKE, primarily in researatesign, development and marketing. He was appbititésional vice president in charge
of marketing in 1987. He was elected Vice Presiited989 and appointed General Manager in 1990CIarke holds a Doctorate degree in
biomechanics.

Martin P. Coles, Vice President and General Manaf&urope Region--Mr. Coles, 44, has been empldyeNIKE since October 1992. Mr.
Coles joined NIKE as Director of Logistics/Custonsarvice Europe. He was appointed Vice PresidathtGaneral Manager of Western
Europe in February 1994, and elected Corporate Riesident Europe Region in May 1997. Prior toij@rNIKE, he was Vice President,
Operations, Pepsi-Cola Central in Chicago.

Gary M. DeStefano, Vice President and General ManafjAsia Pacific--Mr. DeStefano, 42, has beenleggd by NIKE since 1982, with
primary responsibilities in sales and customeriserMr. DeStefano was appointed Director of DomeeSales in 1990, divisional Vice
President in charge of domestic sales in 1992, President of Global Sales in 1996, and Vice Pergidnd General Manager of Asia Pacific
in March 1997.



Robert E. Harold, Interim Chief Financial Officavi. Harold, 52, joined NIKE as Controller, Footwdaivision in 1984. He was appointed
Controller, Footwear and Apparel in 1989 and Gldérand Controller in 1996. Mr. Harold became ImeChief Financial Officer in January
1998. Prior to joining NIKE, he was a Senior Marragih Price Waterhouse, and Vice President of fieafor Northwest Marine Iron Wor
in Portland, Oregon. Mr. Harold is a certified paldccountant.

Timothy J. Joyce, Vice President, Global Sales--Mg.cce, 43, has been employed by NIKE since 1988, wimary responsibilities in Sales.
He was appointed Regional Sales Manager in 198@cfoir of USA Footwear Sales in 1990 and DirecfdEuropean Sales in 1994. Mr.
Joyce was appointed Divisional Vice President iargk of Global Sales in 1997.

Andrew P. Mooney, Vice President Global Apparel--Miooney, 44, has been employed by NIKE since 18/8began as Financial
Controller for NIKE in Great Britain, relocating tbe United States in 1984 to join the U.S. marigeteam. Since 1992, he has served as
President of Brand Marketing, Equipment, and Gld@raind Management. In 1999, he was elected Vicsidet of Global Apparel.

Mark G. Parker, Vice President and General Mana@ensumer Product Marketing--Mr. Parker, 42, hantemployed by NIKE since 1979
with primary responsibilities in product researdbsign and development. Mr. Parker was appointadidnal Vice President in charge of
development in 1987, elected Vice President in 188pointed General Manager in 1993, and Vice Beasiof Global Footwear in 1998.

Lindsay D. Stewart, Vice President Legal and CaoamAffairs and Assistant Secretary--Mr. Stewa2t,jbined NIKE as Assistant Corporate
Counsel in 1981. Mr. Stewart became Corporate Gaund983. He was elected Vice President and Gé@ounsel in 1991. Prior to joinir
NIKE, Mr. Stewart was in private practice and aomtey for Georgi-Pacific Corporation.

lan T. Todd, Vice President, Global Sports MarkgtiMr. Todd, 52, joined NIKE in June 1998. He wamfierly Senior Vice President and
Managing Director of IMG Europe, Africa and the Mid East.

Kevin G. WuIff, Vice President and General Manadg#8A Region--Mr. Wulff, 48, has been employed bKHEIsince 1993. He has served as
General Manager of NIKE International, General Mgareof Canada, Vice President and General ManddgeteAmericas Region, and in
1998 was elected Vice President and General Maraddbe USA Region. Prior to joining NIKE, Mr. Wililivas employed as an executive
with Miller Brewing Company and was President areh&€al Manager of Miller Brands of the East Bay.
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Item 2. Properties

Following is a summary of principal properties owra leased by NIKE. Our leases expire at variatesithrough the year 2017.

U.S. Administrative Offices: Wilsonville, O regon

Beaverton, Oregon (18 Memphis, Tenne ssee (2 locations)--1 leased
locations)--17 leased Irvine, Califo rnia--leased
Wilsonville, Oregon Canada (2 loca tions)--leased
Memphis, Tennessee (2 Latin America (3 locations)--leased
locations)--1 leased Europe (3 loca tions)--2 leased
Yarmouth, Maine Asia Pacific ( 10 locations)--leased
Charlotte, North Carolina--leased

Irvine, California--leased International P roduction Offices:
International Administrative Asia Pacific ( 12 locations)--leased
Offices: Latin America (3 locations)--leased
Canada (5 locations)--leased Europe (1 loca tion)--leased

Europe (16 locations)--leased

Asia Pacific (15 locations)--  Manufacturing F acilities:

leased United States (9 locations)--leased
Latin America (7 locations)-- Canada (3 loca tions)--2 leased
leased Europe (3 loca tions)

Africa (2 locations)--leased Asia Pacific ( 1 location)--leased
Sales Offices and Showrooms: Retail Outlets:

United States (21 locations)--  United States (123 locations)--120 leased
leased Canada (6 loca tions)--leased
Canada (4 locations)--leased Europe (27 loc ations)--leased
Europe (21 locations)--leased Asia Pacific ( 17 locations)--leased
Asia Pacific (14 locations)-- Latin America (2 locations)--leased
leased

Latin America (7 locations)--

leased

Africa (2 locations)--leased

Distribution Facilities:
Greenland, New Hampshire--leased

Item 3. Legal Proceedings

There are no material pending legal proceedindgrahan ordinary routine litigation incidentaldar business, to which we are a party or of
which any of our property is the subject.

Item 4. Submission Of Matters To A Vote Of SecurityHolders

No matter was submitted during the fourth quarfehe 1999 fiscal year to a vote of security hatdénrough the solicitation of proxies
otherwise.

PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

NIKE's Class B Common Stock is listed on the NewkyStock Exchange and the Pacific Stock Exchangetranles under the symbol NK
At July 23, 1999, there were 16,822 holders of iéad our Class B Common Stock and 31 holders adne of our Class A Common Stock.
These figures do not include beneficial owners Wbl shares in nominee name. The Class A Commark &mot publicly traded but each
share is convertible upon request of the holder ame share of Class B Common Stock.

We refer to the table entitled "Selected QuartEihancial Data" in Item 6, which lists, for the els indicated, the range of high and low
closing sales prices on the New York Stock Exchaagadjusted to reflect the 2-for- 1 stock spéttbecame effective in October of 1990,
the 2-for-1 stock split that became effective irt@ber of 1995 and the 2-for-1 stock split that lmeeaeffective in October 1996. That table
also describes the amount and frequency of all dastlends declared on our common stock for theB18®d 1999 fiscal years.
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Item 6. Selected Financial Data

FINANCIAL HISTORY

1999 1998 1997 1996 1995 1994 1993 1992 1991 1990 1989
(in millio ns, except per share data and financial ratios)

Year Ended May
31,
Revenues......... $8,776.9$9,553.1 $9,186.5 $ 6,470.6 $4,760.8 $3,789.7 $3,931.0 $3,405.2 $3,003. 6 $2,235.2 $1,710.8
Gross margin..... 3,283.4 3,487.6 3,683.5 2,563.9 1,895.6 1,488.2 1,544.0 1,316.1 1,153. 1 851.1 636.0
Gross margin %...  37.4% 36.5% 40.1% 39.6% 39.8% 39.3% 39.3% 38.7% 384 % 38.1% 37.2%
Restructuring
charge, net..... 451 129.9 - - - - - - - - - -
Net income....... 4514 399.6 795.8 553.2 399.7 298.8 365.0 329.2 287. 0 2430 167.0
Basic earnings
per common
share........... 159 138 276 193 138 1.00 1.20 1.09 0.9 6 0.81 0.56
Diluted earnings
per common
share........... 157 135 268 1.88 136 099 1.18 1.07 0.9 4 080 0.56
Average common
shares
outstanding..... 283.3 288.7 2884 286.6 289.6 298.6 302.9 301.7 300. 4 2991 297.7

Diluted average

common shares

outstanding..... 288.3 295.0 297.0 293.6 294.0 301.8 308.3 306.4 304. 3 302.7 300.6
Cash dividends

declared per

common share.... 0.48 0.46 0.38 029 024 020 019 015 0.1 3 010 0.07
Cash flow from
operations...... 961.0 5175 323.1 339.7 2549 5765 2653 4358 11. 1 127.1 169.4

Price range of
common stock

High............ 65.500 64.125 76.375 52.063 20.156 18.688 22.563 19.344 13.62 5 10.375 4.969
Low....cooee..n. 31.750 37.750 47.875 19.531 14.063 10.781 13.750 8.781 6.50 0 4.750 2.891
At May 31,

Cash and

equivalents..... $ 198.1$% 108.6% 4454 % 262.1$ 216.1$ 518.8$% 291.3$ 260.1$ 119. 8% 904% 857
Inventories...... 1,199.3 1,396.6 1,338.6 931.2 629.7 470.0 593.0 471.2 586. 6 309.5 2229
Working capital.. 1,818.0 1,828.8 1,964.0 1,259.9 938.4 1,208.4 1,165.2 964.3 662. 6 561.6 419.6
Total assets..... 5,247.7 5,397.4 5,361.2 3,951.6 3,142.7 2,373.8 2,186.3 1,871.7 1,707. 2 1,093.4 824.2
Long-term debt...  386.1 379.4 296.0 9.6 106 124 150 69.5 30. 0 259 341
Redeemable

Preferred

Stock........... 0.3 0.3 0.3 03 03 03 03 03 o 3 03 03
Shareholders'

equity.......... 3,334.6 3,261.6 3,155.9 2,431.4 1,964.7 1,740.9 1,642.8 1,328.5 1,029. 6 781.0 558.6
Year-end stock

price........... 60.938 46.000 57.500 50.188 19.719 14.750 18.125 14.500 9.93 8 9.813 4.750
Market

capitalization.. 17,202.2 13,201.1 16,633.0 1 4,416.8 5,635.2 4,318.8 5,499.3 4,379.6 2,993. 0 2,942.7 1,417.4
Financial Ratios:

Return on

equity.......... 13.7% 12.5% 28.5% 252% 21.6% 17.7% 24.5% 27.9% 31.7 % 36.3% 34.5%
Return on

assets.......... 85% 7.4% 17.1% 15.6% 14.5% 13.1% 18.0% 18.4% 20.5 % 25.3% 21.8%
Inventory turns.. 4.2 4.4 4.8 50 52 43 45 39 4 1 52 51
Current ratio at

May 31.......... 2.3 2.1 2.1 19 18 32 36 33 2 1 31 29

Price/Earnings
ratio at May 31

(Diluted)....... 388 341 215 266 145 149 153 135 10. 5 122 86
Geographic

Revenues:

United States.... $5,042.6 $5,460.0 $5,538.2 $ 3,964.7 $2,997.9 $2,432.7 $2,528.8 $2,270.9 $2,141. 5 $1,755.5 $1,362.2
Europe........... 2,255.8 2,096.1 1,789.8 1,334.3 980.4 927.3 1,085.7 919.8 664. 7 3343 2414
Asia/Pacific..... 8445 1,2539 1,241.9 735.1 515.6 2834 1782 757 56. 2 293 320
Americas

(exclusive of

United States).. 634.0 743.1 616.6 436.5 266.9 146.3 138.3 138.8 141 2 1161 752
Total Revenues... $8,776.9 $9,553.1$9,186.5% 6,470.6 $4,760.8 $3,789.7 $3,931.0 $3,405.2 $3,003. 6 $2,235.2 $1,710.8

All per common share data has been adjusted tectdfie 2-for-1 stock splits paid October 23, 1996tober 30, 1995 and October 5, 1990.
The Company's Class B Common Stock is listed omN#he York and Pacific Exchanges and trades undesymbol NKE. At May 31, 1999,
there were approximately 170,000 shareholders.
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SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

1st Quarter 2nd

Revenues................ $2,504.8 $2,766.1 $1,913
Gross margin 942.2 1,100.6 683
Gross margin %.......... 37.6% 39.8% 35
Restructuring charge.... - - 20

Net income.............. 163.8 253.1 68
Basic earnings per

common share........... 057 087 0.
Diluted earnings per

common share........... 056 085 O
Average common shares

outstanding............ 286.7 289.9 283

Diluted average common

shares outstanding..... 292.0 2975 287
Cash dividends declared

per common share....... 0.12 0.10 O.
Price range of common

High........ooe 52.250 64.125 46.0
LOW..oviiiiiiiiinne 34.688 52.688 31.7

(in millions, except per share data)

Quarter 3rd Quarter 4th Quarter

1998 1999 1998 1999 1998

.0 $2,255.3 $2,176.8 $2,224.0 $2,182.3 $2,307.

4 8458 8119 7951 8459 746.
7% 375% 37.3% 358% 38.8% 32.
.9 -- 0.8 - 234 129

9 1411 1242 731 945 (67.

24 049 044 025 033 (0.2

24 048 044 025 033 (0.2

.0 290.3 281.3 287.6 2821 287.

7 296.7 286.1 2932 287.3 292.

12 012 012 012 012 0.1

00 56.500 54.063 50.063 65.500 48.75
50 45.000 35.938 37.750 50.750 42.75

Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations

Highlights

. In fiscal year 1999, net income increased 13%4%®1.4 million, or $1.57 per diluted share. Nebime included a net pre-tax restructuring
charge of $45.1 million, $27.3 million after taxes,$0.10 per diluted share.

. Excluding fiscal years 1999 and 1998 restructudharges, fiscal 1999 net income remained constiintthe prior year.

. Fiscal year 1999 revenues declined for the fiins¢ in five years, dropping 8% to $8.78 billion.

. Gross margins as percentage of revenues imptov@d 4%, compared to 36.5% in the prior year.

. Selling and administrative expenses dropped byly&200 million or 7.5%, and were 27.6% of revesigompared with 27.5% in the prior

year.
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Results of Operations
Fiscal 1999 Compared to Fiscal 1998

Despite an overall revenue decline, net incomesmed 13% over the prior year. An improved grosgimgercentage, reduced selling and
administrative expenses, along with a lower ndtuesuring charge in fiscal 1999 compared to therprear, primarily drove this increase.
Excluding both the 1999 and 1998 restructuring gbésrour net income was relatively flat year orry€antinued cost control activities and
the effect of improved inventory levels on our nmasgwere key factors that offset the effects ol revenues. Revenues decreased for the
first time in five years. In the United States,enues declined by 8%, Asia Pacific's revenues edlbyg over a third compared to last year,
while Europe revenues increased 8%. We put a ceradite amount of effort into improving product buyipatterns and, as a result, the
composition and levels of inventory resulted in imfed gross margins relative to a year ago. Theiges associated with the fiscal 1998
restructuring charge helped to reduce selling aimimistrative expenses in fiscal 1999 by nearly®g20llion. We continue to evaluate our
cost structure in light of existing and plannederave levels. In fiscal 1999, we took specific attio improve operating efficiencies and
reduce costs. Some of these actions resultedastaicturing charge in fiscal year 1999 (see belod Note 13 for a more complete analysis
of this charge).

Total NIKE brand revenues decreased 8% comparésic 1998. Had this decrease been measured larsiabnstant with that of the prior
year, the net decrease would not have been mégatitierent. The U.S., which represents our latgearket segment, experienced the lar
dollar reduction, decreasing $415.7 million, or 8aéles of U.S. footwear decreased 7.3%, represgatifecrease in pairs sold of 6.3% and a
decrease in average selling price of 2.6%. Theatéatuin sales was primarily attributable to thettoued soft retail environment as retailers
adjusted their buying patterns to avoid inventanildsups. Revenues from nearly all customer accoand distribution channels were down.
However, certain product categories improved okerdrior year. Running, which is the largest Udatfvear category, increased 3%, and
Brand Jordan improved by 23%. Basketball and Tingitfivhich together with Running and Brand Jordammase over 56% of the total U.S.
footwear business) decreased 30% and 26%, resplgcthpparel revenues in the U.S. decreased 11%e€Tdf the top five apparel categol
experienced revenue decreases, including: Branddéts (down 20%); Accessories (down 30%); andcgpeMake-Up product (down

12%). Tee shirt revenues increased 5%, while Kedsained flat with last year.

Nor-U.S. NIKE brand revenues decreased $341.6 miltbo8.7%, an 8.0% decrease had the dollar rema&ioestant with that of the prior
year. Sales outside the USA now represent 43%talf BiKE brand revenues. Revenues in Europe inex8% (6% in constant dollar:
driven by a 26% increase in Apparel. Apparel sald€surope surpassed the $1 billion mark for thet fiime. During the last four years,
Europe has experienced a 23% compounded annualuegeowth rate. Asia Pacific declined 33% in togalenues (29% in constant dolla
due to the continued weak market conditions in tegion. However, as discussed further below, asirey futures orders in that region,
compared with the previous year, would indicaténaprovement in this trend. The Americas region|uding the start up operations of the
Africa region, decreased 15%, (10% in constantads)l The countries outside the U.S. that reprabenirgest percentage of our total
international businesses are: the United Kingdohiclvincreased 4% in real and constant dollarsadawhich decreased 37% in real and
constant dollars; France, which increased 16% (fdébnstant dollars); Italy, which increased 13%%gdin constant dollars); Spain, which
increased 8% (6% in constant dollars); Canada, wiiécreased 22%, (16% in constant dollars); andh&sy, which increased 7% (4% in
constant dollars).

The decrease in other brands is predominately@uveduced sales of in- line skating and roller leyckategories at Bauer NIKE Hockey.
Other brands include Cole Haan, Bauer NIKE Hockey (formerly Bauer Inc.), Sports Specialties CgNIKE Team Sports Inc. effective
June 1, 1999), and NIKE IHM, Inc. (formerly Tetragtics, Inc.). We currently expect that revenuefisical year 2000 will be up slightly
compared to fiscal 1999. Futures orders (see fudiseussion below) is one indication of reven@ads over the next two quarters. Footwear
futures orders are trending up in every region, anedpositive in every region except the Ameriégsarel futures orders are mixed. In the
U.S., apparel futures have trended down for setrarght quarters. In Europe apparel futures ordegsstrong, and they are significantly
improved in Asia Pacific.
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The breakdown of revenues follows:

May 31, 1999 % CHG 1998 % CHG 1997
(in millions)
USA Region
Footwear..........cccceveennne. $3,244.6 (7.3)% $3,498.7 (6.8)% $3,753.6
Apparel.......ccoceeiirennnnn. 1,385.3 (11.0)% 1,556.3 10.6% 1,406.6
Equipment and other............. 93.8 11.1% 84.4 103.9% 414
Total USA......cooiiiiies 4,723.7 (8.1)% 5,139.4 (1.2)% 5,201.6
Europe Region
Footwear.........ccccvveernn... 1,182.7 (6.6)% 1,266.6 5.8% 1,197.1
Apparel........ccccoveeeeennns 1,005.1 26.3% 7959 34.4% 592.0
Equipment and other............. 68.0 102.4% 33.6 4700.0% 0.7
Total Europe........cccuveee. 2,255.8 7.6% 2,096.1 17.1% 1,789.8
Asia Pacific Region
Footwear..........ccecveennee. 455.3 (42.4)% 790.7 (8.0)0% 859.0
Apparel........ccccoeeeeennnnn. 366.0 (19.3)% 453.4 18.4% 382.8
Equipment and other............. 23.2 136.7% 9.8 9700.0% 0.1
Total Asia Pacific............. 844.5 (32.7)% 1,253.9 1.0% 1,241.9
Americas Region
Footwear 335.8 (16.7)% 403.0 20.3% 334.9
Apparel.......ccocoeeerennnnn. 158.4 (14.9)% 186.2 66.0% 112.2
Equipment and other............. 12.9 31.6% 9.8 366.7% 2.1
Total Americas................. 507.1 (15.3)% 599.0 33.3% 449.2
Total NIKE brand................. 8,331.1 (8.3)% 9,088.4 4.7% 8,682.5
Other brands..........c.......... 445.8 (4.1)% 464.7 (7.8)% 504.0
Total Revenues................... $8,776.9 (8.1)% $9,553.1 4.0% $9,186.5

Gross margins increased to 37.4% of revenuesadalflE999, up 90 basis points from the previous.yElae increase over the prior year car
attributed to reduced levels of closeout produlgssdn addition, we are selling a much greatecg@etage of our closeout product through our
own factory outlets, which has resulted in improgedss margins on close-out sales and lower reseiyainst our overall inventory. While
sales of in-line product decreased 7%, our closealas decreased by 14%. As a result, despitecitiind in our in-line business in fiscal
1999, in-line sales increased to 92.2% of our dibtsiness, an increase of 60 basis points oveptlor year. Reducing our inventory levels
was a key initiative for NIKE in fiscal year 1999ur finished goods inventory decreased in all regionost notably in Asia Pacific, which
decreased 31%, Europe, which decreased 26%, ahd $hewhich decreased 4%. Aggressive selling & ldpparel closeout inventories, and
the effects of the foreign exchange rates on n@\-sales, predominately in Europe, negatively &fibgross margins. Gross margins as a
percentage of revenues should improve slightlyscal 2000, primarily due to a much improved inweptposition going into the year
compared with the same period last year.

Selling and administrative expenses decreasedyn®200 million compared to fiscal year 1998, andlexd 27.6% of revenues, up slightly
from 27.5% in the prior year. Key drivers of thésluction were the actions taken in fiscal year 1®#9&duce our overall cost structure, wk
resulted in a restructuring charge in quarter fafufiscal year 1998. Although total NIKE brand séda and wages increased 2% over the |
year, wholesale business salaries and wages dedrégfs driven by the headcount reductions whicluwed as part of the restructuri
activities. Offsetting this were increases in daland wages of Retail operations, given the mufddf 44 NIKE factory stores and 5
NIKETOWNSs over the last two years. Other significeeductions tc
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selling and administrative expenses were advegtisosts, which were down 19%, and sports markegtikpgnses, which were down 4%. As a
percentage of revenues, selling and administratas in fiscal 2000 should be consistent with didiscal 1999. Although we have taken
action to further align our costs with expectederaye levels (see fiscal 1999 Restructuring Chaegmn), expenses in fiscal year 2000 will
affected by investments in a new company-wide systevelopment project, planned start up actividiesind new NIKE Retail stores,
increased spending for demand creation, and thsitian into expanded headquarters in Oregon.

The reduction in interest expense of $15.9 million26.5%) compared to last year is due primadliotver levels of short term borrowings
given decreased working capital throughout the.y8ae further discussion under Liquidity and Catisources below.

Other income/expense was a net expense of $21i6mii fiscal 1999. Included in this amount isradit of $15.0 million related to the
change in accounting for substantially all inver@siin the U.S. from the last-in, first-out (LIF@)ethod to the first-in, first-out (FIFO)
method. The change was effected in the fourth guaftfiscal 1999 and was not considered signititarshow the cumulative effect or to
restate comparable income statements as dictat@ddnunting Principles Board Opinion No. 20. Thiange was predicated on the fact that
the LIFO method no longer matches the realitielsaad we do business. Exclusive of this credit, otheome/expense was a net expense of
$36.5 million, an increase over the prior year 209 million. The increase is primarily attributalb the losses incurred on the disposal of
assets of $14.3 million, most significantly relategroduction and planning software developmeststhat were abandoned. The majorit
the remainder of other income/expense is compo$éuerest income, profit sharing expense, foreagohange conversion gains and losses,
and the amortization of goodwill, which remainetatieely consistent with prior year amounts.

Worldwide futures and advance orders for NIKE brattdetic footwear and apparel scheduled for defiim June through November 1¢
totaled $4.2 billion, 4% higher than such orderskaal in the comparable period of fiscal 1999. Theers and percentage growth in these
orders is not necessarily indicative of our expémteof revenue growth in subsequent periods. Ehirecause the mix of orders can shift
between advance/futures and at-once orders. Ini@aldexchange rate fluctuations as well as diffgfievels of order cancellations can cause
differences in the comparisons between futuresrsraled actual revenues.

Fiscal 1998 Compared to Fiscal 1997

Decreasing revenue growth, a lower gross margiogmage and higher selling and administrative espgnas well as a fourth quarter
restructuring charge, all contributed to fiscal 883ecrease in net income compared to the prim yfidane Asian economic crisis and
declining revenues in the United States were thegry reasons for the lower earnings. Consumerdipgrdeclined considerably in Asia
during fiscal 1998 as a result of macroeconomigdasdacing that region. As a result, revenue grawthe Asia Pacific region fell well short
of our expectations, resulting in excess inventewgls and increased levels of discounted prodalessboth having a negative impact on that
region's gross margin percentage. Additionallynsireg did not adjust as quickly as the sudden dech revenue growth, resulting in
significantly higher selling and administrative tas a percentage of revenues in that region.

Revenues increased 4% over fiscal 1997, and wauld ncreased 7% had the dollar remained constiéimtirat of the prior year. Despite t
economic issues facing the Asian markets, totatd@h revenues increased 12%, 21% on a constaiatr dalbis, and represented 43% of 1
NIKE revenues. Revenue increases were experienocexery region except the U.S. The countries oatid U.S. that represented the larn
percent of our total international business weapa, which increased 4% (13% in constant doll#ing)United Kingdom, which increased
11% (10% in constant dollars); Canada which inadd&2% (36% in constant dollars); France, whichdased 15% (25% in constant
dollars); Italy, which increased 35% in both readl@onstant dollars; and Spain, which increased @ in constant dollars). Notable
countries that experienced revenue reductions erea which decreased 29% (7% in constant dolrd)Germany, which decreased 6%
(but increased 7% in constant dollars).
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U.S. revenues decreased 1% compared to the paor YeS. footwear and apparel revenues decreasezb@¥pared to the prior year. U.S.
footwear, representing NIKE's largest market sedndatreased over $255 million in sales, or 7%xesgnting a decrease in pairs sold of
3%, and a decrease of 4% in average selling price.reduction in sales was primarily attributaloléhte glut of inventory at retail, which
reduced customer order volumes and increased catheellation rates. The decrease in average sglling was due to increased mix of
lower priced product, given the higher volume afsg-out sales. U.S. apparel increased $150 milliofh1%, over the prior year. Nearly all
categories experienced revenue increases, thestangividual categories being Training (up 10%gcAssories (up 6%), Kids (up 41%), Tee-
shirts (up 5%) and Golf (up 57%).

Gross margins declined to 36.5% of revenues imfi898, down 360 basis points from the previows y8ignificant to this decline were the
increased levels of close-out sales at greatlyaedigelling prices, and increased levels of inugnteserves against higher close-out
inventory levels, particularly in the U.S. and Aside combination of these two factors reduced ahmargins by more than 200 basis poi
Other reasons for the reduced gross margin peigentare the strengthening of the U.S. dollar, wisi@h inhibit our ability to price products
competitively in international markets, fixed coassociated with distribution facilities, increagioyalty costs associated with athlete
endorsement contracts, and increased levels aingsand development costs.

Selling and administrative expenses increased $3R0lion over the prior year, representing 27.58tavenues compared to 25.1% in the
prior year. The most significant increases werh@éwage base, which was up 14% overall, led graibi by the U.S. and Asia Pacific,
endorsement contract-related costs, which were7@p @rimarily as a result of significant new contsain Soccer and Golf categories, along
with enhanced arrangements with the NFL, WNBA, BiBtA, and rent and depreciation, which were up 54fb 33%, respectively, relating
principally to expanded Retail outlets and NIKEtosgtares, along with capital projects in the disttibn and computer infrastructure areas.

Interest expense increased $7.7 million, or 14 &#mpared to the prior year. The increase was dtheetaddition of long-term debt of
approximately $100 million in June 1997, to fungital projects, offset by lower levels of shortrteborrowings.

Other income/expense was a net expense of $20i8miil fiscal year 1998, compared with $32.3 roiliin 1997. The majority of the
decrease is attributable to an $18.1 million restning charge incurred in 1997 with correspondingounts in 1998 included in the 1998
restructuring charge. Other amounts include pstfire expense, which decreased due to lower earrimgrest income, which decreased
compared with the prior year given the lower averyels of cash on hand throughout the year, argdgn exchange conversion gains and
losses.

As further explained in Note 1 to the Consolida&@uhncial Statements, prior to fiscal year 199Ttade of our non-U.S. operations reported
their results of operations on a one month lag twhitowed more time to compile results. Beginninghe first quarter of fiscal year 1997,
one month lag was eliminated and the May 1996 &fmgn operations for these entities of $4.1 millias recorded to retained earnings.
This change did not have a material effect on tiveial results of operations.

Fiscal 1999 Restructuring Charge

During fiscal 1999, a $60.1 million restructurinigacge was incurred as a result of certain actiakert to better align our cost structure with
expected revenue growth rates. As a result of kuespletailed below, we expect to remove approxeipai36 million from our cost structure
in future years. Some of the savings will not bpexienced for one to two years as personnel tiansitire scheduled to occur over time.

The charge (shown below in tabular format) was prily for costs of severing employees, includingesance packages, lease abandonment:
and the write down of assets no longer in use. ar areas that were affected by the reductidorice include our information technology
functions, primarily in the U.S., as we shiftedato outsource agreement for certain areas, and Eamopustomer service and accounting,
where we are in the process of consolidating famstifrom individual countries to our European hegmdters. Outside of these
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two areas, employees were terminated from varitiusr@reas around the Company, including our Aafie region. The total number of
employees terminated was 1,291, with 630 havirntgN&{E as of May 31, 1999.

The second major component of the 1999 charge wagexoff of certain equipment, hardware and saftevdevelopment costs at one of our
U.S. distribution centers due to a change in gisatgound how we flow product for a specific tygéasiness.

There are no significant costs that have not beeognized with relation to the above plans. Futah outlays are anticipated to be
completed by early fiscal year 2001.

FY99 Reserve
Restructu ring Balance
Description Cash/Non-Cash Charge Activity at 5/31/99
(in millions)
Elimination of Job
Responsibilities
Company-Wide.............. $(39.9 ) $21.9 $(18.0)
Severance packages....... cash (28.0 ) 117 (16.3)
Lease cancellations &
commitments............. cash (2.4 ) 1.6 (0.8)
Write-down of assets..... non-cash (7.8 ) 7.8 -
Other......cccoccuveeeen. cash/non-cash (1.7 ) 0.8 (0.9)
Change in warehouse
distribution strategy..... (20.2 ) 20.2
Write-down of assets..... non-cash (20.2 ) 202
Effect of foreign currency
translation............... - 0.1 0.1
Total....cccoeevieeee. $(60.1 ) $42.2  $(17.9)

Fiscal 1998 Restructuring Charge

During the fourth quarter of fiscal 1998, we reamid restructuring charge of $129.9 million assalteof certain of our actions to better align
our overall cost structure and organization witlinpled revenue levels. As a result of the spedifingdescribed below, we were able to
remove approximately $100 million from our cosusture in fiscal 1999 and beyond. These savinge werdominately due to reduced wage-

related costs, reduced carrying cost of propetantmnd equipment, reduced rent charges (assdaiatie office and expatriate housing) and
other miscellaneous savings.

During fiscal 1999, it was determined that a tofa$15 million of the restructuring accrual was nequired due to changes in estimates
related to severance payments of $4 million, a $8lon change in estimated vendor software coslisted to Japan's software development,
lease commitments of $3 million due to changesibrleasing arrangements, and other changes of Bdmirhe $15 million is included as

an offset in the restructuring charge on the incetatement. The restructuring activities (showroweh tabular format) primarily related to
the following:

The elimination of job responsibilities company-eidEmployees were terminated from all regions dmbst all areas of NIKE, including
marketing, sales and administrative areas. Reldtathes include severance packages, both cash ptymade directly to terminated
employees as well as outplacement services, leasiations and commitments, for both excess @jgace and expatriate employee
housing, and writelown of assets no longer in use. Such assets, wittide office equipment and expatriate employaesing and furnitur
have been sold or abandoned as of May 31, 1998tahdf 1,039 employees were terminated as pdtieplan, of which 1,034 have been
paid and have left NIKE as of May 31, 1999. Theagmimg five will receive their severance packaged leave during the first quarter of
fiscal year 2000.

Downsizing of the Asia Pacific Headquarters in Hétmng. We made the decision to reduce the sizeefsia Pacific headquarters'
operations and to relocate the regional headquiasponsibilities to our worldwide headquarterhia U.S. Included in the restructuring
charge are costs associated with the terminati@mgfloyees, lease cancellations and commitmentshandrite-down of assets no longer in
use. Such assets
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have been sold or abandoned as of May 31, 1998taAdf 118 employees were terminated as partepthan. All of them have left and been
paid their severance as of May 31, 1999.

Downsizing of the Japan distribution center. Weiarhe process of constructing a new distributienter in Japan. Due to the economic
downturn in the Asia Pacific region and the imparciour business in Japan, the forecasted voluriresentories and product flow decreased
significantly from the original plans. Because luift we redesigned the distribution center to effity accommodate new forecasted volul
of inventories and product flow. The remaining amioaf the accrual is a payment due to the softwarelor involved and payment is
expected to be made during the first quarter aifigear 2000.

Cancellation of endorsement contracts. As a reguhlie downturn in our business, we have refocuwssdnarketing along core product
categories. We went through a process of reviealhgndorsement contracts in hon-core product caiteg and the charge included the final
settlements for those contracts where terminatjpaements with endorsees were reached, releasrenttorsees from all contractual
obligations. The final outstanding payment is expédo be made in the first quarter of fiscal y2a®0.

Exiting certain manufacturing operations at BaudfBNHockey subsidiary. The charge related to theigien to exit certain manufacturing
operations at Bauer NIKE Hockey and consisted aflrimery and equipment that has been sold or ab&udas of May 31, 1999, as well as
the disposal of two operating plants. The two otyeggplants have been disposed of as of May 319188 a result of the reduced level of
manufacturing operations, 51 employees were teteihall of which have left as of May 31, 1999, lewer some severance payments have
yet to be made and are expected to be paid irirdtegfiarter of fiscal year 200

FY 98 Reserve
Restru cturing Balance
Description Cash/Non-Cash Cha rge Activity at 5/31/99
(in millions)

Elimination of Job
Responsibilities Company-

Wide...ooeieiiiieiiiee $( 49.8) $46.5 $(3.3)
Severance packages.......... cash ( 29.1) 28.2 (0.9
Lease cancellations &
commitments............... cash ( 10.8) 8.4 (2.4)
Write-down of assets........ non-cash (9.6) 9.6 -
Other......cccoeveeeeene cash (0.3) 0.3 -

Downsizing the Asia Pacific
Headquarters In Hong Kong.... ( 13.1) 13.0 (0.1)
Severance packages.......... cash (4.6) 4.6 -
Lease cancellations &
commitments................ cash (5.5) 54 (0.1)
Write-down of assets........ non-cash (3.0 3.0 -

Downsizing the Japan

Distribution Center.......... ( 31.6) 305 (1.1)
Write-off of assets......... non-cash ( 12.5) 125 -
Software development costs.. cash/non-cash  ( 19.1) 18.0 (1.1)

Cancellation of Endorsement

Contracts...........ccueeee.. cash (5.6) 53 (0.3)

Exiting Certain Manufacturing

Operations at Bauer NIKE

Hockey.......cccevveeannee. ( 22.7) 217 (1.0)
Write-down of assets........ non-cash ( 14.7) 147 -
Divestiture of manufacturing
facilities................. non-cash (5.2) 5.2 --
Lease cancellations &
commitments................ cash (1.6) 0.9 (0.7)
Severance packages.......... cash 1.2) 0.9 (0.3)

Other.... (7.2) 6.4 (0.7)

Cash.......... .... cash (0.6) 0.6 -

Non-cash non-cash (6.5) 58 (0.7)
Effect of foreign currency

translation................. - 0.2 0.2
Total..oooeeiiieiee $(1 29.9) $123.6 $(6.3)
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Euro Conversion

On January 1, 1999, eleven of the fifteen membent@s of the European Union established permafigatl conversion rates between their
existing currencies and the European Union's newneon currency, the euro. During the transition@&ending December 31, 2001, public
and private parties may pay for goods and servisgg) either the euro or the participating coustkggacy currency. Beginning January 1,
2002, euro denominated bills and coins will be éskwvith the legacy currencies being completelhdriawn from circulation on June 30,
2002.

We have had a dedicated project team working oo stategy since January 1998. We are in the psamfemaking modifications to
information technology systems including marketiogier management, purchasing, invoicing, payasii cash management. Many of our
systems are already euro compliant. Our plan ret@ most systems converted to euro complianchébgrid of calendar year 2000, well
ahead of the end of the transitional period.

We believe the introduction of the euro may createove towards a greater level of price harmoronagithough differing country costs and
value added tax rates will continue to result iic@differences at a retail level. We have a pregeplace to analyze price trends among
countries. Currency exchange and hedging costsypiltally be reduced, due to the introductionhs uro.

The costs of implementing the euro are generalited to modification of existing systems, andestmated to be approximately $14
million. These costs will be expensed as incurfbdE believes that the conversion to the euro wilt be material to our financial condition
or results of operations.

Year 2000

The Year 2000 issue (the "Year 2000" or "Y2K" igsisethe result of computer programs using twotdigather than four to define the
applicable year. Such software may recognize autitey "00" as the year 1900 or some other yetirerahan the year 2000. This could
result in system failures or miscalculations legdim disruptions in NIKE's activities and operasoif we, our significant suppliers or
customers fail to make necessary modificationsyemsions and contingency plans on a timely basés)Ytear 2000 issue could have a
material adverse effect on our financial conditi@sults of operations or liquidity.

State of Readiness

Project Categories. In May 1997, NIKE establishetgorate-wide project team to oversee, monitor@ordinate the Company-wide Year
2000 effort. Our Year 2000 project focuses on tlanems: (1) information technology (IT) systemghsas application software, mainframes,
PCs, networks and production control systems; ¢} systems, such as equipment, machinery, cirnahtrol and security systems, which
may contain microcontrollers with embedded techggi@nd (3) suppliers and customers.

NIKE uses a fol-phase approach to fix or replace non-compliargy3tems:

(1) inventory, assessment of risks and impact aiwdifization of projects:

Tier 1--critical (vital to business operations)

Tier 2--high priority (important to business opévas)

Tier 3--moderate priority (minor disruption to opons expected if non-Compliant)
Tier 4--low priority (will not disrupt operationssen if non- compliant);

(2) remediation (fix, replace or develop contingeptans for non- compliant systems);
(3) testing (validation) and implementation; and

(4) completion and auditing results where appraeria
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When appropriate, we have engaged the serviceslependent consultants to analyze and developgestndards, quality assurance and
contingency plans. We use our internal auditingadepent to review Year 2000 compliance and havewted with external independent
consultants to evaluate and review those results.

IT Projects. By early 1999, we had identified 148jon internal IT remediation projects worldwide. \Wave completed our assessment and
prioritization of all of our IT projects. Of the 84rojects, we have completed and tested 125 as208® compliant as of May 31, 1999. Of
the remaining 23 projects, we have classified Bmifier 1, 11 as Tier 2, and eight as Tier 3. Weeekthat all Tier 3 projects will be
completed as Year 2000 compliant by July 31, 1889ier 1 by August 31, 1999, and all Tier 2 byt@er 31, 1999. NIKE plans to contin
integrated testing through the end of the yeaaddition, we will halt (or "freeze™) new installatis and upgrades of all operational systems
beginning on October 1, 1999 and continuing throd@tuary 2000 or until we determine the risk fatewn failure has passed.

Non-IT Projects. By early 1999, we had identified 2&jan internal non-IT remediation projects worldwid¢e have completed our
assessment and prioritization of all of our majon#T systems. We have designated all 27 of thegjeqts as high priority. These include
facilities that are critical to NIKE's business ogt@ns, potentially including equipment, machinerymate control and security systems at
regional headquarters, key distribution centerd,iarcountries with significant sales. We are cotlseremediating these priority non-IT
projects and expect to complete them all as Ye@020mpliant by August 31, 1999. All other non-Ibjects are classified as non-priority
non-IT projects, which include climate control, ggty and mechanical systems in all other fac#iti€o the extent that these non-priority,
non-IT projects may not be completed by Decembefd 999, we do not expect that any non-compliandaiture of these systems,
individually or in the aggregate, will have a maibadverse effect on NIKE's manufacturing, digitibn, inventory control or the
management and collection of our accounts recesvétdr this reason, we have not set a completitenfdaremediation of the remaining
non-priority non-IT systems.

Suppliers and Customers. We have focused our Y& 2ompliance efforts on our significant suppliensl customerthose that are mater

to our business-and are assessing the Year 200ihesa of these significant suppliers and custonvéeshave assessed the Year 2000
readiness of 469 of our suppliers, 163 of whichcamesider to be significant suppliers. We have alssessed the Year 2000 readiness of 151
customers, 59 of which we consider to be significarstomers. We have relationships with significamipliers and customers in most of the
locations in which we operate. The level of prepasss of our significant suppliers and customeresareatly from operation to operation
and country to country. NIKE relies on suppliergitoely deliver a broad range of goods and serweaddwide, including raw materials,
footwear, apparel, accessories, equipment, adwatisansportation services, banking servicegctmhmunications and utilities. Moreover,
our suppliers rely on countless other supplierey ovhich we may have little or no influence regagdlrear 2000 compliance.

We have sent surveys to all of our significant digpp and customers to determine the extent to lwiie may be affected by those third
parties' Y2K preparedness plans. A substantial ntgjof our significant suppliers and customersédaot responded to our surveys, have not
provided assurance of their Year 2000 readinedsawee not responded with sufficient detail for aslétermine their Year 2000 readiness. In
the absence of adequate responses, we are mallggeimdent assessments of our significant suplietustomers and the countries in
which they operate. These assessments includd doetact and discussions with persons coordinatizi§ compliance efforts for our
significant suppliers and customers. We also rese@gulatory filings and other public informatianailable to NIKE provided by our
significant suppliers and customers and, in geneaaintries in which they operate. We have idesdifas higher risk many of the countries
that have been widely identified by government agehand public reports as being significantly hdhin their Y2K status.

Contingency Plans. Having completed our identifaraind assessment of major projects, our "worsé-saenario” would be a failure of
multiple significant suppliers to supply merchaedis services for a prolonged period of time thatild materially impair our ability to ship
product in a timely and reliable manner
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to our customers. Although the occurrence of tbénmario could have a material adverse effect onB\lMe do not have a basis to determine
at this time whether such a scenario is reasoriidelly to occur. We believe that suppliers and oustrs present the area of greatest risk to
disruption of our operations because of our limaeédity to influence actions of third parties ordstimate the level and impact of their
noncompliance throughout the extended supply chain.

We are currently developing contingency plans farsignificant suppliers and customers, which weeex to finalize by September 30, 1¢
In addition, we are developing contingency plara #ssume some estimated level of non- compliapcertbusiness disruption to, certain
other suppliers and customers on a case-by-cage Ws will continue to develop on an as-neededsttasoughout 1999. We are also
developing contingency plans for our Tier 1 IT sys$, which we expect to finalize by August 31, 1999

The contingency plans for our suppliers and custermelude, where appropriate, (1) booking ordeid manufacturing and shipping
products before anticipated business disruptidt)ssiifting production capacity from facilities tHdIKE determines to be at high risk of
noncompliance or business disruption, (3) constifigdinance vendors, and (4) temporarily discomtiy business with suppliers determined
to be high risk of noncompliance or business disompand finding alternative suppliers.

The contingency plans for our Tier 1 IT systemdude, where appropriate,

(1) manual work processes, (2) storing additior#s sf backup data before critical process daBff-site system recovery, and (4)
temporarily shifting production software from orerdiware system to another. In addition, personeeti@em essential to system operation
and recovery are scheduled to be available duiigig-tisk periods.

We continually update our assessments and reviseomtingency plans for our significant suppliensl zustomers as we receive additional
information from them concerning their Y2K prepareds. However, judgments regarding contingencyspdarch as how to develop them
and to what extent-are subject to many variablésumtertainties. There can be no assurance thaE MIK correctly anticipate the level,
impact or duration of noncompliance by its supgliand customers. As a result, there is no certéiatyour contingency plans will be
sufficient to mitigate the impact of noncompliarmesuppliers and customers and some material agledfiesct to NIKE may result from one
or more third parties regardless of our contingguleyns. The failure of any contingency plans cdwdde a material adverse effect on NIKE's
financial condition, results of operations or lidiy.

Cost. Costs associated with our efforts around ‘26880 issues are expensed as incurred, unlessalag to the purchase of hardware and
software, and software development, in which cheg are capitalized. As of May 31, 1999, NIKE esties that total costs related to the Y
2000 issue will be approximately $110 to $120 mili of which approximately $91 million have beeaurred. Of the $91 million,
approximately $34 million are external expense$, §illion internal costs and $42 million replacernprojects. Approximately $10 million
of the non-replacement expenses will be capitajitesiremainder has been expensed as incurred. NiKds Year 2000 costs through
operating cash flows. We presently believe thatdie cost of achieving Year 2000 compliant systemil not be material to our financial
condition, liquidity or results of operations.

Estimates of time, cost and risk estimates arechaseurrently available information. Developmethiat could affect estimates include, but
are not limited to: the availability and cost ditred personnel; the ability to locate and coradlatelevant computer code and systems;
cooperation and Year 2000 readiness of our sugpdied customers (and their suppliers and custon@erd)the ability to correctly anticipate
risks and implement suitable contingency planfiédvent of system failures at NIKE or with our gligrs and customers (and their suppl
and customers).

The above section, even if incorporated by refezénto other documents or disclosures, is a Ye@0Readiness Disclosure as defined u
the Year 2000 Information and Readiness Disclosateof 1998.

20



Recenty Issued Accounting Standard

In June 1998, the Financial Accounting Standardsr@@ssued Statement of Financial Accounting Stadsldlo. 133, "Accounting for
Derivative Instruments and Hedging Activities" (FAS3). In May 1999, the Financial Accounting StamddaBoard delayed the required
implementation date by one year, making it effexfior all fiscal quarters of fiscal years beginnafter June 15, 2000 (June 1, 2001 for
NIKE). This statement will require us to recognékderivatives on the balance sheet at fair vallleanges in the fair value of derivatives'
be recorded in current earnings or other comprebhemscome, depending on the intended use of thiwaie/e and the resulting designation.
The ineffective portion of all hedges will be reocaed in current-period earnings. Management hayetaletermined the impact that the
adoption of FAS 133 will have on NIKE's resultsrifr@perations or financial position.

Liquidity and Capital Resources

NIKE's financial position remains strong at May 3999. Shareholders' equity increased $73 milliwh @mained at $3.3 billion. Compatr
to May 31, 1998 total assets decreased 3%, or $Illion. Working capital decreased $10.8 millimnremain at $1.8 billion, and NIKE's
current ratio was 2.26:1 at May 31, 1999 companezi®7:1 at May 31, 1998.

Cash provided by operations reached nearly $bhilan increase of $443.5 million over the prioaryg@rimarily due to increased net income
and a significant reduction in working capital. é&miories decreased $197 million, or 14%, as wededwn reducing the levels of excess and
slow- moving inventory relative to a year ago. Agcts receivable decreased $134 million, or 8%, arilyydue to lower revenue levels as
well as a slight improvement in our receivable ectiion days.

Additions to property, plant and equipment for &isgear 1999 were $384 million compared to $508ionilfor fiscal year 1998. The largest
single project was the expansion of our world headgrs. Other expenditures in the U.S. were foehause expansions, retail store
additions and ongoing investments in systems itrfxagire. Approximately $144 million of the totalditions occurred outside of the U.S.
and were due mostly to warehouse and retail expassiWe expect fiscal year 2000 capital expendittoméde approximately $200 million
more than fiscal year 1999 levels, primarily du¢hie fact that we have, subsequent to the dateediriancial statements, consummated a
purchase of a distribution facility in Japan. Ungitently we had intended to lease the facility pag of the purchase, certain long-term debt
obligations were assumed in the amount of appra€in&106 million. The remainder of the purchase fmanced by short term borrowin

Long term debt levels have remained consistent thidh of prior year. In fiscal year 1997, we filedhelf registration with the Securities and
Exchange Commission (SEC) for the sale of up td$8&0lion of debt securities. Under this prograng have issued $300 million of
medium-term notes, $200 million in fiscal 1997, oratg December 1, 2003, and $100 million in fisgsdr 1998, maturing in three to five
years. The proceeds were swapped into Dutch Gaildenbtain mediu-term fixed rate financing to support the growttoaf European
operations. In February of 1999, we filed a sheffistration with the SEC for again, the sale ofaf500 million in debt securities, of which
$200 million had been previously registered butisstied under the fiscal year 1997 registratiooudised above.

In addition, during fiscal year 1999 we have usashcto reduce notes payable, fund property, plasheguipment additions, repurchase st
and pay dividends.

Management believes that significant funds gendrayeoperations, together with access to sufficsenirces of funds, will adequately meet
our anticipated operating, global infrastructurpamsion, and capital needs. Significant short-land-term lines of credit are maintained
with banks which, along with cash on hand, proddequate operating liquidity. Our commercial pggegram, under which there was $179
million and $92 million outstanding at May 31, 1988d 1998, respectively, also provides liquidity.

21



Dividends per share of common stock for fiscal 1888 $.02 over fiscal 1998 to $.48 per share.dewd declaration in all four quarters has
been consistent since February 1984. Based upoentyrojected earnings and cash flow requiremevesanticipate continuing a dividend
and reviewing its amount at the November Board icé@ors meeting. Our policy continues to targedanual dividend in the range of 15%
to 25% of trailing twelve-month earnings.

In the fourth quarter, NIKE purchased a total & fhillion shares of our Class B common stock fgeragimately $37 million under the $1
billion four- year program approved in December.99uring all of fiscal 1999, we purchased 7.4 iwiilshares for a total of $302 million.
Funding has, and is expected to continue to, caare bperating cash flow in conjunction with shatr borrowings. The timing and the
amount of shares purchased will be dictated by imgrkapital needs and stock market conditions.

ltem 7A. Quantitative and Qualitative Disclosures @&out Market Risk

We are exposed to the impact of foreign currenggttlations and interest rate changes due to cemiational sales, production, and funding
requirements. In the normal course of businesssmgloy established policies and procedures to meaagosure to fluctuations in the value
of foreign currencies and interest rates usingreetyaof financial instruments. It is our policy tilize financial instruments to reduce risks
where internal netting and other strategies cahaaffectively employed. Foreign currency and iegerate transactions are used only to the
extent considered necessary to meet our objeciivésve do not enter into foreign currency or irgérate transactions for speculative
purposes.

In addition to product sales and costs, we haveidarcurrency risk related to debt that is denoteitian currencies other than the U.S. dollar.
Our foreign currency risk management objective@iprbtect cash flows resulting from sales, purchasel other costs from the adverse
impact of exchange rate movements. Foreign exchasigés managed by using forward exchange cordrastl purchased options to hedge
certain firm commitments and the related receivabled payables, including third party or intercomptansactions. Purchased currency
options are used to hedge certain anticipated diuet firmly committed transactions expected tad@gnized within one year. By policy,
we maintain hedge coverage between minimum andrmaripercentages. Cross-currency swaps are usedige fioreign currency
denominated payments related to intercompany lgegeaents. Hedged transactions are denominateanilsirm European currencies,
Japanese yen and Canadian dollar.

We are exposed to changes in interest rates pijnaaria result of our long-term debt used to mainiquidity and fund capital expenditures
and international expansion. Our interest rate miskhagement objective is to limit the impact o&nest rate changes on earnings and cash
flows and to reduce overall borrowing costs. Toi@eh our objectives we maintain fixed rate deba agrcentage of aggregate debt and
finance working capital needs through our payabtgeement with Nissho lwai American Corporatiorrjaigs bank loans, and commercial
paper.

Market Risk Measurement

We monitor foreign exchange risk and related déirrea use using a variety of techniques includimg\aew of market value, sensitivity
analysis, and Value-at-Risk (VaR). The VaR deteasithe maximum potential one-day loss in the falue of foreign exchange rate-
sensitive financial instruments. The VaR modelneates assume normal market conditions and a 95%geane level. There are various
modeling techniques that can be used in the VaRpotation. Our computations are based on intermiakips between currencies and
interest rates (a "variance/co-variance" technigu& determined these interrelationships by obegrioreign currency market changes and
interest rate changes over the preceding 90 ddesvalue of foreign currency options does not ckamya one-to-one basis with changes in
the underlying currency rate. We adjusted the pizteloss in option value for the estimated sewsiti(the "delta” and "gamma") to changes
in the underlying currency rate. The model includié®f our forwards, options, cross-currency swapd yen-denominated debt (i.e., our
market-sensitive derivative and other financiatrimsients as defined by the SEC).
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Anticipated transactions, firm commitments and acts receivable and payable denominated in foreigrencies, which certain of these
instruments are intended to hedge, were excluaed fhe model.

The VaR model is a risk analysis tool and doespnoport to represent actual losses in fair valag we will incur, nor does it consider the
potential effect of favorable changes in marketsgatt also does not represent the maximum podsitdethat may occur. Actual future gains
and losses will differ from those estimated becaxiszhanges or differences in market rates andriitgionships, hedging instruments and
hedge percentages, timing and other factors.

The estimated maximum one-day loss in fair valu®&ltE's foreign currency sensitive financial instrents, derived using the VaR model,
was $10.9 million and $11.7 million at May 31, 1988 May 31, 1998, respectively. We believe that@imount is immaterial and that such
a hypothetical loss in fair value of our derivawgould be offset by increases in the value ofuthderlying transactions being hedged.

Our interest rate risk is also monitored using @eta of techniques. Notes 5 and 14 to the Conatdid Financial Statements outline the
principal amounts, weighted average interest réa@syalues and other terms required to evaluadeeikpected cash flows and sensitivity to
interest rate changes.

Special Note Regarding Forward-Looking Statementsrad Analyst Reports.

Certain written and oral statements made or inaaed by reference from time to time by NIKE orriégpresentatives in this report, other
reports, filings with the Securities and Exchangengission, press releases, conferences, or otherars "forward-looking statements™
within the meaning of the Private Securities Litiga Reform Act of 1995 ("the Act"). Forward- loalg statements include, without
limitation, any statement that may predict, forécislicate, or imply future results, performanceachievements, and may contain the words
"believe," "anticipate,” "expect," "estimate," "peot," "will be," "will continue," "will likely reault,” or words or phrases of similar meaning.
Forward-looking statements involve risks and uraieties which may cause actual results to diffetemially from the forward-looking
statements. The risks and uncertainties are détfden time to time in reports filed by NIKE withé S.E.C., including Forms 8-K, 1D-and
10-K, and include among others, the following: insgional, national and local general economic miadket conditions (including the current
Asian economic problems); the size and growth efdberall athletic footwear, apparel, and equipnmeatkets; intense competition among
designers, marketers, distributors and sellershdétic footwear, apparel, and equipment for constsnand endorsers; demographic changes;
changes in consumer preferences; popularity ofquéat designs, categories of products, and spse@sonal and geographic demand for
NIKE products; the size, timing and mix of purcheséNIKE's products; fluctuations and difficulty forecasting operating results, includi
without limitation, the fact that advance "futur@stiers may not be indicative of future revenues tduthe changing mix of futures and at-
once orders; the ability of NIKE to sustain, managéorecast its growth and inventories; new pradieelopment and introduction; the
ability to secure and protect trademarks, patemtd,other intellectual property performance aniiélty of products; customer service;
adverse publicity; the loss of significant custosner suppliers; dependence on distributors; busidssuptions increased costs of freight and
transportation to meet delivery deadlines; chamgé&sisiness strategy or development plans; geniskal associated with doing business
outside the United States, including, without leiibn, import duties, tariffs, quotas and politieald economic instability; changes in
government regulations; liability and other claiasserted against NIKE; the ability to attract agtain qualified personnel; and other factors
referenced or incorporated by reference in thismegnd other reports.

The risks included here are not exhaustive. Othetians of this report may include additional fastahich could adversely impact NIKE's
business and financial performance Moreover, NIlKErates 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 NIKE's business or the extent to whia factor, or combination of factors, may causealctesults to differ materially from those
contained in any forward-looking statements. Gitrase risks and uncertainties, investors shoulglace undue reliance on forwakbking
statements as a prediction of actual results.
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Investors should also be aware that while NIKE dé&esn time to time, communicate with securitiesilgsts, it is against NIKE's policy to
disclose to them any material non-public informatiw other confidential commercial information. Aecdingly, 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, fatscar opinions, such reports are not the respibihsitf NIKE.

Item 8. Financial Statements and Supplemental Data

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

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

An Internal Audit department reviews the resulté®fvork with the Audit Committee of the BoardDirectors, presently consisting of three
outside directors. The Audit Committee is respdesibr recommending to the Board of Directors thpa@ntment of the independent
accountants and reviews with the independent a¢ants) management and the internal audit staffstbpe 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 Committetly 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 financial statetadisted in the index appearing under Item 14(ANid page 48 present fairly, in all material
respects, the financial position of NIKE, Inc. atsdsubsidiaries at May 31, 1999 and 1998, anddhelts of their operations and their cash
flows for each of the three years in the periodeghillay 31, 1999, in conformity with generally acespbaccounting principles. In addition, in
our opinion, the financial statement schedulesdish the index appearing under Item 14(A)(2) oggp48 present fairly, in all material
respects, the information set forth therein wheri@ conjunction with the related consolidatecficial statements. These financial
statements and financial statement schedules aresponsibility of the Company's management; esponsibility is to express an opinion

on these financial statements and financial statésehedules based on our audits. We conductedudlits of these statements in accordance
with generally accepted auditing standards whicjuire that we plan and perform the audit to obtaasonable assurance about whether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assessgccounting principles used and significaninesties made by management, and evaluating
the overall financial statement presentation. Wiebe that our audits provide a reasonable basithfwopinion expressed above.

/sl Pricewat erhouseCoopers LLP

Portl and, Oregon
June 29, 1999

25



NIKE, INC.
CONSOLIDATED STATEMENT OF INCOME

Year Ended May 31,

1999 1998 1997

(in millions, except per
share data)

REVENUES......ceeeieeeeiie e . $8,776.9 $9,553.1 $9,186.5
Costs and expenses:
Costs of sales.........oceeveeiiiiieiinieenn. . 5,493.5 6,065.5 5,503.0
Selling and administrative.............. . . 2,426.6 2,623.8 2,303.7
Interest expense (Notes 4 and 5)................. . 441 600 523
Other income/expense, net (Notes 1, 10 and 11)... . 215 209 323
Restructuring charge, net (Note 13).............. . 451 1299 -

Income before income taxes.............c.ccocuee. . 746.1 653.0 1,295.2
Income taxes (NOte 6)..........cccveerriinenennne . 294.7 253.4 499.4
Net inCome.........cccoeviiiiiiiiiiiee, . $4514$399-6$ 795.8
Basic earnings per common share (Notes 1 and 9).... .$ 159% 138% 2.76
Diluted earnings per common share (Notes 1 and 9).. .$ 157% 135% 2.68

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

CONSOLIDATED BALANCE SHEET

Assets
Current Assets:
Cash and equivalents.............cccccceeueeen.
Accounts receivable, less allowance for doubtful
of $73.2 and $71.4.....
Inventories (Note 2)......cccccvevveeeeeennnnnne
Deferred income taxes (Notes 1 and 6)............
Income taxes receivable..........................
Prepaid expenses (Note 1)

Total current assets...........cccvveeeeennen.

Property, plant and equipment, net (Note 3)........
Identifiable intangible assets and goodwill (Note 1
Deferred income taxes and other assets (Notes 1 and

Total asSets.........ccceevevveviciiiivinenns

Liabilities and Shareholders' Equity
Current Liabilities:
Current portion of long-term debt (Note 5).......
Notes payable (Note 4)........ccceeevvveinnnns
Accounts payable (Note 4)
Accrued liabilities...........cccooceeiinnns
Income taxes payable...........ccccceevneenn.

Total current liabilities...............c......

Long-term debt (Notes 5 and 14)....................
Deferred income taxes and other liabilities (Notes

Commitments and contingencies (Notes 12 and 15)....

Redeemable Preferred Stock (Note 7)................
Shareholders' equity:
Common Stock at stated value (Note 8):
Class A convertible--100.7 and 101.5 shares
outstanding..........cccovcveeeeiiiiienenne
Class B--181.6 and 185.5 shares outstanding....
Capital in excess of stated value................
Accumulated other comprehensive income...........
Retained earnings..........cccoeevveeeennnnnnn.

Total shareholders' equity.....................

Total liabilities and shareholders' equity.......
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(in millions)

........ $ 198.1 $ 108.6
accounts

........ 1,540.1 1,674.4
........ 1,199.3 1,396.6

........ 120.6 156.8
........ 15.9 -
........ 1909 196.2

........ 1,265.8 1,153.1
Yoreenns 426.6 4358
6)..... 290.4 275.9

........ - 289

........ 386.1 379.4
1 and

........ 79.8 52.3
........ 0.3 0.3
........ 0.2 0.2
........ 2.7 2.7
........ 334.1 2625

........ (68.9) (47.2)
........ 3,066.5 3,043.4

........ $5,247.7 $5,397.4

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



NIKE, INC.

CONSOLIDATED STATEMENT OF CASH FLOWS

Cash provided (used) by operations:

Net iNnCOMe.......ccevveiiiiiiee e

Income charges (credits) not affecting cash:
Depreciation..........cccceeeviveeeeiiiiiieeenn.
Non-cash portion of restructuring charge.........
Deferred income taxes..........ccccoecvvveeennnne
Amortization and other..............cccceeenee

Changes in certain working capital components:
Decrease (increase) in inventories...............
Decrease (increase) in accounts receivable.......
Decrease (increase) in other current assets and
income taxes receivable..............ccccec..
(Decrease) increase in accounts payable, accrued
liabilities and income taxes payable............

Cash provided by operations....................

Cash provided (used) by investing activities:
Additions to property, plant and equipment.........
Disposals of property, plant and equipment.........
Increase in other assets...........ccccceeeeneee.
Increase (decrease) in other liabilities...........

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

Cash provided (used) by financing activities:
Additions to long-term debt..............ccceeeen
Reductions in long-term debt including current
POITION. ..ciiiiiii et

(Decrease) increase in notes payable...............
Proceeds from exercise of options
Repurchase of stock.....................
Dividends--common and preferred

Cash (used) provided by financing activities...

Effect of exchange rate changes on cash............
Effect of May 1996 cash flow activity for certain
subsidiaries (NOte 1)...........oeeevvvvvvernnnns

Net increase (decrease) in cash and equivalents....
Cash and equivalents, beginning of year............

Cash and equivalents, end of year..................

Supplemental disclosure of cash flow information:
Cash paid during the year for:
INterest.........coooeeviiiiieee
INCOME taXES.....vvvieieiieieeiiieiiiiiiis

Year Ended May 31,

(in millions)

... $451.4 $399.6 $795.8

. 198.2 184.5 138.0

280 59.3 -
37.9 (113.9) (47.1)
30.6 49.0 30.3

... 197.3 (58.0) (416.7)
. 134.3 79.7 (485.6)

53.7 (12.6) (56.9)

.. (170.4) (70.1) 365.3

.. (384.1) (505.9) (465.9)
2

7.2 16.8 24.3

. (60.8) (87.4) (43.8)

1.2 (18.5) (10.8)

- 101.5 300.5

(1.5) (2.5 (5.2

. (61.0) (73.0) 92,9

544 322 263

. (299.8) (2023) -~
- (136.2) (127.3) (100.9)

89.5 (336.8) 183.3

. 108.6 4454 262.1

..$198.1 $108.6 $445.4

...$47.1 $52.2 $44.0
... 231.9 360.5 543.1

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



NIKE, INC.

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY

Common Stock

Balance at May 31,

1996......cciviiennne 51.1 $0.2 925 $2

Stock options

exercised.............. 15
Conversion to Class B

Common Stock (0.3) 0.3
Two-for-one Stock Split

October 23, 1996....... 50.9 93.3
Dividends on Common

Comprehensive income:
Net income.............
Net income for the
month ended May 1996,
due to the change in
fiscal year-end of
certain non-U.S.
operations (Note 1)...
Foreign currency
translation (net of
tax benefit of $4.1)..

Stock options

exercised.............. 2.1
Conversion to Class B

Common Stock........... (0.2) 0.2
Repurchase of Class B

Common Stock........... (4.4)
Dividends on Common

Comprehensive income:
Net income.............
Foreign currency
translation (net of
tax benefit of $4.4)..

1998.....ccciiiien 1015 0.2 1855

Stock options

exercised.............. 2.7
Conversion to Class B

Common Stock........... (0.8) 0.8
Repurchase of Class B

Common Stock........... (7.4)
Dividends on Common

Comprehensive income:
Net income.............
Foreign currency
translation (net of
tax benefit of $6.1)..

1999 100.7 $0.2 181.6 $2

2

2

--- Capital In Accumulated

Excess of  Other
--- Stated Comprehensive Retained
unt Value Income Earnings Total

(in millions)

.7 $154.8 $(16.5) $2,290.2 $2,431.4

(108.2) (108.2)

795.8 795.8
4.1 4.1
(14.8) (14.8)

(14.8) 791.7 776.9

.7 210.6 (31.3) 2,973.7 3,155.9

(5.3) (197.0) (202.3)
(132.9) (132.9)

399.6 399.6

(15.9) 399.6 383.7

72625 (47.2) 3,043.4 3,261.6

(8.9) (292.7) (301.6)
(135.6) (135.6)

451.4 4514

7 $334.1  $(68.9) $3,066.5 $3,334.6

The accompanying notes to consolidated financééstents are an integral part of this staten
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NIKE, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Basis of consolidation:

The consolidated financial statements include tw@ants of NIKE, Inc. and its subsidiaries (the @amy). All significant intercompany
transactions and balances have been eliminateat. tBriiscal year 1997, certain of the Companyis-0dS. operations reported their result:
operations on a one month lag which allowed mane tio compile results. Beginning in the first geaxf fiscal year 1997, the one month
was eliminated. As a result, the May 1996 chargmfoperations for these entities of $4.1 milliorswacorded directly to retained earning
the first quarter of fiscal year 1997.

Recognition of revenues:
Revenues recognized include sales plus fees eamsdles by licensees. Sales are recognized uumestt of product.
Advertising and Promotion:

Advertising production costs are expensed the s the advertisement is run. Media (TV and prmé&cement costs are expensed in the
month the advertising appears. Accounting for eselment contracts, the majority of the Company'syptmnal expenses, is based upon
specific contract provisions. Generally, endorsenpagments are expensed uniformly over the terthetontract after giving recognition to
periodic performance compliance provisions of thetacts. Contracts requiring prepayments are deadun prepaid expenses or other assets
depending on the length of the contract. Total dikieg and promotion expenses were $978.6 mill&in13 billion and $978.3 million for

the years ended May 31, 1999, 1998 and 1997, ridgplgc Included in prepaid expenses and othertasgas $152.2 million and $175.9
million at May 31, 1999 and 1998, respectivelyatielg to prepaid advertising and promotion expenses

Cash and equivalents:
Cash and equivalents represent cash and shorttiéghty liquid investments with original maturitie$ three months or less.
Inventory valuation:

Inventories are stated at the lower of cost or etarkll non-U.S. inventories are valued on a firstfirst-out (FIFO) basis. In the fourth
quarter of fiscal year 1999, the Company changerhéthod of determining cost for substantiallyodlits U.S. inventories from last-in, first-
out (LIFO) to FIFO. See Note 11.

Property, plant and equipment and depreciation:

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

Identifiable intangible assets and goodwill:

At May 31, 1999 and 1998, the Company had paténatdemarks and other identifiable intangible asa#ts a value of $213.0 million and
$220.7 million, respectively. The Company's exadgsurchase cost over the fair value of net assfebsisinesses acquired (goodwill) was
$324.8 million and $321.0 million at May 31, 1998181998, respectively.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Identifiable intangible assets and goodwill arengeamortized over their estimated useful lives straight-line basis over five to forty years.
Accumulated amortization was $111.2 million and %®20million at May 31, 1999 and 1998, respectivélgortization expense, which is
included in other income/expense, was $19.4 millg#®.8 million and $19.8 million for the years eddVay 31, 1999, 1998 and 1997,
respectively. Intangible assets are periodicalyeneed by the Company for impairments to asses®ifair value is less than the carrying
value.

Foreign currency translation:

Adjustments resulting from translating foreign ftianal currency financial statements into U.S. aidlare included in the currency transla
adjustment, a component of accumulated other cdmepsive income in shareholders' equity.

Derivatives:

The Company enters into foreign currency contrectgder to reduce the impact of certain foreigrrency fluctuations. Firmly committed
transactions and the related receivables and payafdy be hedged with forward exchange contragisrehased options. Anticipated, but
not yet firmly committed, transactions may be hetitteough the use of purchased options. Premiurniagsgmepurchased options and any
gains are included in prepaid expenses or accrabilities and are recognized in earnings wherttéwsaction being hedged is recognized.
Gains and losses arising from foreign currency &dwand option contracts, and cross-currency srveasactions are recognized in income or
expense as offsets of gains and losses resulting thhe underlying hedged transactions. Hedge éfawtss is determined by evaluating
whether gains and losses on hedges will offsetsgai losses on the underlying exposures. Thisiatiah is performed at inception of the
hedge and periodically over the life of the hedgecasionally, hedges may cease to be effectiveagria terminated prior to recognition of
the underlying transaction. Gains and losses asethedges are deferred and included in the batfie einderlying transaction. Hedges are
terminated if the underlying transaction is no lengxpected to occur and the related gains anddas® recognized in earnings. Cash flows
from risk management activities are classifiechim $ame category as the cash flows from the reiatedtment, borrowing or foreign
exchange activity. See Note 15 for further disaussi

Income taxes:

Income taxes are provided currently on financiateshent earnings of non- U.S. subsidiaries expdoteé repatriated. The Company intends
to determine annually the amount of undistributed-b).S. earnings to invest indefinitely in its nOrS. operations. The Company accounts
for income taxes using the asset and liability ro@tiThis approach requires the recognition of detetax assets and liabilities for the
expected future tax consequences of temporaryrdiftees between the carrying amounts and the taslmdother assets and liabilities. See
Note 6 for further discussio

Earnings per share:

Basic earnings per common share is calculated\bgidg net income by the average number of comnitames outstanding during the year.
Diluted earnings per common share is calculateddpysting outstanding shares, assuming convergia potentially dilutive stock options.
On October 23, 1996 the Company issued additidraies in connection with a two-for-one stock sgfiected in the form of a 100% stock
dividend on outstanding Class A and Class B comstock. The per common share amounts in the Coraetid-inancial Statements and
accompanying notes have been adjusted to reflectttitk split.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
Management estimates:

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

Reclassifications:

Certain prior year amounts have been reclassifiedhform to fiscal year 1999 presentation. Thésges had no impact on previously
reported results of operations or shareholderstyequ

NOTE 2--INVENTORIES:

Inventories by major classification are as follows:

May 31
1999 1998
(in millions)
Finished goods.........ccooovvevvvieicieeeeee. $1,132.7 $1,303.8
WOrK-iN-progressS......cooveeveivveeensiiieeeeeee 448 34.7
Raw materialS.......cocovvvviiiiiiiiiis 21.8 58.1

$1,199.3 $1,396.6

The excess of replacement cost over LIFO cost We& iillion and $21.9 million at May 31, 1999 and31, 1998 respectively. As stated
in Note 1, the Company changed its inventory vadmamethod for substantially all U.S. inventoriadiscal year 1999.

NOTE 3--PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment includes the follawin

1999 1998

(in millions)
....... $ 99.6% 93.0
....... 374.2 3373
....... 923.3 887.4
....... 273.4 2537
....... 330.8 248.2

2,001.3 1,819.6
....... 735.5 666.5

$1,265.8 $1,153.1

Capitalized interest expense was $6.9 million, $6ilion and $2.8 million for the fiscal years emdlay 31, 1999, 1998 and 1997,
respectively.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
NOTE 4--SHORT-TERM BORROWINGS AND CREDIT LINES:

Notes payable to banks and interest bearing acsqayable to Nissho lwai American Corporation (N)A&e summarized belo\

May 31
1999 1998
Inter est Interest

Borrowings Rat e Borrowings Rate

(in millions) (in millions)

Banks:
Non-U.S. Operations.......... $239.8 3.87 % $368.4 6.47%
U.S. Operations.............. 179.3 4.85 % 111.8 5.64%
$419.1 $480.2

NIAC. ... $98.0 5.30 %  $280.1 5.99%

The Company has outstanding loans at interest attesrious spreads above the banks' cost of filandancing non-U.S. operations.
Certain of these loans are secured by accountiadte and inventory. U.S. operations were fundedcipally with commercial paper.

Ratings for the Company to issue commercial papkich is required to be supported by committed amcbmmitted lines of credit, are Al
by Standard and Poor's Corporation and P1 by Meddyestor Service. At May 31, 1999 there was $3 A@llion outstanding and at May
31, 1998 there was $91.6 million outstanding urtdese arrangements.

The Company purchases through NIAC substantiallgfahe athletic footwear and apparel it acquiresn non-U.S. suppliers. Accounts
payable to NIAC are generally due up to 120 dajer shipment of goods from the foreign port. Ing¢m@n such accounts payable accrues at
the ninety day London Interbank Offered Rate (LIB@R of the beginning of the month of the invoieged plus .30%.

At May 31, 1999, the Company had no outstandingdvangs under its $500 million unsecured multipfgion facility with 10 banks, which
matures on October 31, 2002, and on May 31, 199€tdmpany had no outstanding borrowings underZi®$nillion unsecured multiple
option facility with 8 banks, which matures on M&y, 2000. These agreements contain optional bongpafternatives consisting of a
committed revolving loan facility and a competitiviel facility. The interest rate charged on both $#00 million and the $250 million
agreements is determined by the borrowing optiah ander the committed revolving loan facility gisher the LIBOR rate plus .19% or the
higher of the Fed Funds rate plus .50% or the PRae. The $500 million and the $250 million agreets provide for annual fees of .07%,
and .045% respectively, of the total commitmentdéhthese agreements, the Company must maintaonguother things, certain minimum
specified financial ratios with which the Compangsan compliance at May 31, 1999.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
NOTE 5--LONG-TERM DEBT:

Long-term debt includes the following:

May 31

1999 1998

(in millions)
6.375% Medium term notes, payable December 1, 2003. ... $199.5 $199.3
4.30% Japanese yen notes, payable June 26, 2011.... ... 846 77.1
6.51% Medium term notes, payable June 16, 2000..... ... 50.0 50.0
6.69% Medium term notes, payable June 17, 2002..... ... 50.0 50.0
Other..iiieeee 3.0 46

TOtaliiiiiii e, 387.1 381.0

Less current maturitieS.......ocoveeeeviceees 1.0 16

In December of 1996, the Company filed a $500 onilishelf registration with the Securities and ExgeCommission (SEC) and issued
$200 million seven-year notes, maturing Decemb@003. In June of 1997, the Company issued aniadd(t$100 million medium-term
notes under this program with maturities of June2D®0 and June 17, 2002. Interest on these romEd semi-annually. The proceeds were
subsequently exchanged for Dutch Guilders and hém@ European subsidiary. The Company enteredsimtip transactions to hedge the
foreign currency exposure related to the repayroktite intercompany loan. In February of 1999, @menpany filed a shelf registration with
the SEC for the sale of up to $500 million in debturities, of which $200 million had been prevlguegistered but not issued under the
December 1996 registration.

In June of 1996, the Company's Japanese subslaiargwed 10.5 billion Japanese Yen in a privateguia@ent with a maturity of June 26,
2011. Interest is paid semi-annually. The agreempentides for early retirement after year ten.

The Company's long-term debt ratings are A by Stethdnd Poor's Corporation and Al by Moody's IreService. Amounts of long-term
maturities in each of the five fiscal years 200@tlgh 2004 are $1.0 million, $51.0 million, $0.4lran, $50.2 million and $199.6 million,
respectively.
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NIKE, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

NOTE 6--INCOME TAXES:
Income before income taxes and the provision fooime taxes are as follows:

Year Ended May 31,

1999 1998 1997
(in millions)
Income before income taxes:

United States...........ccccveevveeeeveeenee. $ 598.7 $648.2 $1,008.0
FOreign.......cuveveeeeeeeeeiesieiiies 1474 4.8 287.2
$ 746.1 $653.0 $1,295.2
Provision for income taxes:
Current:
United States
Federal.........coovevvieiiieeciee e, $ 210.2 $258.4 $ 359.4
State...oeieee e 343 43.1 747
FOreign......coocveveeiiiieceece s 50.1 69.4 112.7
294.6 370.9 546.8
Deferred:
United States
Federal.......cccoovveiviiiieeieiiiineene (7.6) (40.2) (21.1)
State...oveiee e 40 (8.8) (5.1)
FOreign......cooovvveeiiiieeeiecee s 3.7 (68.5) (21.2)

0.1 (117.5) (47.4)

$ 294.7 $253.4 $ 499.4

A benefit was recognized for foreign loss carryfards of $313.4 million at May 31, 1999 of which & #illion, $42.4 million, $18.2

million and $23.4 million expire in fiscal years@) 2004, 2005, and 2006, respectively. Foreigs éasryforwards of $155.1 million do not
expire.

As of May 31, 1999 the Company had utilized alefgn tax credits.
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

Deferred tax liabilities (assets) are comprisetheffollowing:

May 31
1999 1998
(in millions)
Undistributed earnings of foreign subsidiaries..... ... $ 98 % 21
L@ 1 =Y OO 16.1 123
Gross deferred tax liabilities........cccccc...... . 259 144
Allowance for doubtful accounts.........ccoeeeeee. L (16.2) (18.8)
INVentory reserves......ccoccvvceeeevicneenenn . (17.8) (41.5)
Deferred compensation...........ccoooevvcccccveeeee. L (33.2) (30.8)
Reserves and accrued liabilities....................~— ... (59.0) (68.1)
Tax basis inventory adjustment...........ccoeeee.. L (17.8) (19.5)
Depreciation......cccceevvcieieeiiiiiee e (33.7) (17.3)
Foreign loss carryforwards..........ccoceceeee L (94.6) (89.6)
Other.oiiiiii e (18.4) (19.9)
Gross deferred tax assets.......cccovvcceeeeeeee Ll (290.7) (305.5)
Net deferred tax assets........coccevvveeveveeeees $(264.8) $(291.1)

A reconciliation from the U.S. statutory federat@me tax rate to the effective income tax rateofed!:

Year Ended May 31,

1999 1998
U.S. Federal statutory rate............cccc....... 35.0% 35.0%
State income taxes, net of federal benefit......... 3.3 3.4
Other, Net......ccooveieiiiiiieee e 1.2 0.4
Effective income tax rate.............cceeeeenne 39.5% 38.8%

NOTE 7--REDEEMABLE PREFERRED STOCK:

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

par value aggregating $0.3 million. A cumulativeidend of $.10 per share is payable annually on Btagnd no dividends may be declared
or paid on the Common Stock of the Company unlesdahds on the Redeemable Preferred Stock have desared and paid in full. There
have been no changes in the Redeemable Prefeekl iBtthe three years ended May 31, 1999. As tidehn of the Redeemable Preferred
Stock, NIAC does not have general voting rightsdngés have the right to vote as a separate clasgea@ale of all or substantially all of the
assets of the Company and its subsidiaries, onanergnsolidation, liquidation or dissolution oétlEompany or on the sale or assignment of
the NIKE trademark for athletic footwear sold irtbnited States.

NOTE 8--COMMON STOCK:

The authorized number of shares of Class A ComntockSho par value and Class B Common Stock no glaevare 110.0 million and 350.0
million, respectively. In fiscal year 1997 the Ccany announced a two-for-one stock split which wiéeceed in the form of a 100% stock
dividend on outstanding Class A and Class B Com8tock, paid October 23, 1996. Each share of ClaS®#mon Stock is convertible into
one share of
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NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
Class B Common Stock. Voting rights of Class B Camrtock are limited in certain circumstances wépect to the election of directors.

The Company's Employee Incentive Compensation @hen'1980 Plan") was adopted in 1980 and expireBecember 31, 1990. The 1980
Plan provided for the issuance of up to 13.4 millghares of the Company's Class B Common Stoctrinaction with the exercise of stock
options granted under such plan. No further grasitdhe made under the 1980 Plan.

In 1990, the Board of Directors adopted, and ttegedtiolders approved, the NIKE, Inc. 1990 Stock tige Plan (the "1990 Plan™). The 19
Plan provides for the issuance of up to 25.0 nmltares of Class B Common Stock in connection stibk 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 stoak.ekircise price for incentive stock options matybeless than the fair market value of the
underlying shares on the date of grant. The exemmige for non-statutory stock options and stqmraciation rights, and the purchase price
of restricted stock, may not be less than 75% effdlir market value of the underlying shares ondéite of grant. No consideration will be
paid for stock bonuses awarded under the 1990 Pla1990 Plan is administered by a committee ®Bbard of Directors. The committee
has the authority to determine the employees tanvawards will be made, the amount of the awards th@ other terms and conditions of
the awards. As of May 31, 1999, the committee antgd substantially all non-statutory stock optiah 100% of fair market value on the
date of grant under the 1990 Plan.

In addition to the option plans discussed above bmpany has several agreements outside of the plith certain directors, endorsers and
employees. As of May 31, 1999, 8.0 million optiavith exercise prices ranging from $0.417 per sha®53.625 per share had been granted.
The aggregate compensation expenses related magesements is $21.3 million and is being amattaeer vesting periods from October
1980 through December 2001. The outstanding agnesre&pire through December 2009.

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

The Company has elected not to adopt the fair valethod; however, as required by SFAS 123, the Gompas computed for pro forma
disclosure purposes, the value of options granteihgl fiscal years 1999, 1998 and 1997 using tleelBIScholes option pricing model. The
weighted average assumptions used for stock ogtamts for 1999, 1998 and 1997 were a dividendlyd¢[1%, expected volatility of the
market price of the Company's common stock of 3d#4.999, 32% for 1998 and 30% for 1997, a weiglaeerage expected life of the
options of approximately five years and interestsaf 5.48% and 4.93% for fiscal 1999, 4.38% a@8% for fiscal 1998 and 6.42% and
6.56% for fiscal 1997. These interest rates alectve of option grant dates made throughout ey

Options were assumed to be exercised over thereypacted life for purposes of this valuation. #gtments for forfeitures are made as they
occur. For the years ended May 31, 1999, 1998 8Ad,the total value of the options granted, forolvmo previous expense has been
recognized, was computed as approximately $61.6omil$31.9 million and $29.1 million respectivelyhich would be amortized on a
straight-line basis over the vesting period ofdp&ons. The weighted average fair value per sbhtiee options granted in 1999, 1998 and
1997 are $17.33, $18.54 and $17.39 respectively.
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If the Company had accounted for these stock optissued to employees in accordance with SFASth23Company's pro forma net incol
and pro forma net income per share would have begorted as follows:

1999 1998 1997
Net Diluted Basic Net Diluted Basic Net Diluted Basic
Income EPS EPS Income EPS EPS Income EPS EPS
(in millions, except pe r share data)
As reported.. $451.4 $1.57 $1.59 $399.6 $1.35 $1.38 $795.8 $2.68 $2.76
Pro Forma.... 434.3 1.51 1.53 388.7 1.32 1.35 788.7 2.66 2.73

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

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

Weighted
Average Option
Shares  Price

(in thousands)

Options outstanding May 31, 1996................... .. 12,186 $13.67
EXercised........coovevvviiiiiiiiiieeeeeen ... (2,012) 11.28
Surrendered... (55) 23.50
Granted.......ccceeviviieeeriee e 1,692  48.93

Options outstanding May 31, 1997...........cc..... .. 11,811 19.05
EXercised.........oovevvviiiiiiiiiieeeeeen .. (2,132) 11.28
Surrendered.........ccooocveeeieiiiiiee s (270) 23.50
Granted.......cccoeeviveieeiiieee e 1,964 55.83

Options outstanding May 31, 1998................... .. 11,373 26.30
Exercised........ccooouiiiiiiiiiiiiieien ... (2,665) 15.25
Surrendered... (399) 46.70
Granted.......cccceovveeeeiniee e 3,556  48.76

Options outstanding May 31, 1999................... .. 11,865 $34.97

Options exercisable at May 31,

5,219 $11.33
6,826  15.98
5,991 22.13

The following table sets forth the exercise pri¢hs,number of options outstanding and exercisaibtethe remaining contractual lives of the
Company's stock options at May 31, 1999:

Number of Weighted 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)

$5.1013 - $14.9375 3,601 $12.73 3.48 3,601 $12.73

18.0313 - 48.2500 3,592 34.97 6.83 1,985 31.70

48.4375 - 48.4375 3,030 48.44 9.13 - -

48.6875 - 74.8750 1,642 58.92 8.29 405 58.83
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NOTE 9--EARNINGS PER SHARE:

SFAS 128, "Earnings per Share" replaces primaryfalhddiluted earnings per share with basic andtdd earnings per share. Under the |
requirements, the dilutive effect of stock optigmexcluded from the calculation of basic earnipgsshare. Diluted earnings per share is
calculated similarly to fully diluted earnings rare as required under APB

15. SFAS 128 became effective for the Companyafit998 financial statements. All prior periodreags per share data presented have
been restated to conform to the provisions ofskasement.

The following represents a reconciliation from lsaesarnings per share to diluted earnings per share:

Year Ended May 31,

(in millions,
except per share data)
Determination of shares:

Average common shares outstanding................ . 283.3 288.7 288.4

Assumed conversion of stock options.............. . 50 63 86
Diluted average common shares outstanding.......... . 288.3 295.0 297.0
Basic earnings per common share.................... .$ 159% 1.38% 2.76
Diluted earnings per common share.................. .$ 157% 1.35% 2.68

NOTE 10--BENEFIT PLANS:

The Company has a profit sharing plan availabkutustantially all employees. The terms of the plahfor annual contributions by the
Company as determined by the Board of Directorsitkmutions of $12.8 million, $11.2 million and $58million to the plan are included in
other expense in the consolidated financial stateser the years ended May 31, 1999, 1998 and,I@8pectively. The Company has a
voluntary 401(k) employee savings plan. The Compaaiches a portion of employee contributions withm@non Stock, vesting that portion
over 5 years. Company contributions to the savpigs were $7.4 million, $8.1 million and $6.3 nolti for the years ended May 31, 1999,
1998 and 1997, respectively, and are includedllimgeand administrative expenses.

NOTE 11--OTHER INCOME/EXPENSE, NET:

Included in other income/expense for the years émday 31, 1999, 1998 and 1997, was interest incoh$4.3.0 million, $16.5 million and
$20.1 million, respectively. In addition, includedother income/expense was income of $15.0 miltelated to the change in accounting for
inventories in the U.S. from the LIFO to the FIF@tirod. The change was effected in the fourth quaftiscal 1999 and was not considered
significant to show the cumulative effect or totats comparable income statements as dictated byukting Principles Board Opinion No.
20. The Company's subsidiary, Bauer NIKE Hockegogmized a one-time restructuring charge in figealr 1997 of $18.1 million for a plan
which entailed, among other things, moving cerpamducts to offshore production and closing certadilities.

NOTE 12--COMMITMENTS AND CONTINGENCIES:

The Company leases space for its offices, warelsoarse retail stores under leases expiring fromtorsgghteen years after May 31, 1999.
Rent expense aggregated $129.5 million, $129.6amiind $84.1 million for the years ended May 399, 1998 and 1997, respectively.

Amounts of minimum future annual rental commitmaumsler non-cancelable operating leases in eadtedfue fiscal years 2000 through
2004 are
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$96.1 million, $86.9 million, $75.9 million, $69illion, $58.8 million, respectively, and $368.2lioi in later years. Lawsuits arise during
the normal course of business. In the opinion afiag@ment, none of the pending lawsuits will resu#t significant impact on the
consolidated results of operations or financialitpms

NOTE 13--RESTRUCTURING CHARGE:

1999 Charge. During fiscal 1999, a $60.1 milliomugje was incurred as a result of certain acticdkentéo better align the Company's cost
structure with expected revenue growth rates. Haege (shown below in tabular format) was primafdly costs of severing employees,
including severance packages, lease abandonmeahthemrite down of assets no longer in use. Engdeywere terminated in Europe, Asia
Pacific, and in the United States, and includedleyges affected by the Company's shift to outsogrceertain of its information technology
functions. The total number of employees terminatad 1,291, with 630 having left the Company aklaf 31, 1999.

Also included was a write-off of $20.2 million oétain equipment, hardware and software developeesis that are no longer in use at one
of the Company's U.S. distribution centers due ¢bange in strategy around how the Company flowdywt for a specific type of business.

The accrual balance at May 31, 1999 will be relietreoughout fiscal 2000 and early 2001, as leaxpse and severance payments are
completed.

Detail of the 1999 restructuring charge is as fofio

FY99 Reserve
Restructu ring Balance at
Description Cash/Non-Cash Charge Activity 5/31/99
(in millions)
Elimination of Job
Responsibilities
Company-Wide.............. $(39.9 ) $21.9 $(18.0)
Severance packages....... cash (28.0 ) 117 (16.3)
Lease cancellations &
commitments............. cash (2.4 ) 1.6 (0.8)
Write-down of assets..... non-cash (7.8 ) 7.8 -
Other......cccoecuveeeen. cash/non-cash (1.7 ) 0.8 (0.9)
Change in warehouse
distribution strategy..... (20.2 ) 202
Write-down of assets..... non-cash  (20.2 ) 202
Effect of foreign currency
translation............... - 0.1 0.1
Total.....covevveeenen, $(60.1 ) $42.2  $(17.9)

1998 Charge. During the fourth quarter of fisca®8 $he Company recorded a restructuring chargd2®® million as a result of certain of
the Company's actions to better align its coststine with expected revenue growth rates. Theuestring activities (shown below in tabular
format) primarily relate to: 1) the elimination job responsibilities company-wide, resulting intsa® sever employees and related asset
write-downs and lease abandonments related tdfibseted employees; 2) the relocation of, and elation of, certain job responsibilities of
the Asia Pacific headquarters in Hong Kong, resglin reduction in workforce, lease abandonmentsather costs of downsizing the Hong
Kong headquarters; 3) the downsizing of the Comisaigpan distribution center, resulting in the evdbwn of assets no longer in use; 4) the
cancellation of certain non-strategic long-termasdment contracts, resulting in one-time termamatees; and 5) the decision to exit certain
manufacturing operations of the Bauer NIKE Hockeysidiary, resulting in the reduction in manufatgmrelated jobs, the write-down of
assets no longer in use, and the estimated lods/estiture of certain manufacturing plants.
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Employees were terminated from almost all areah®fCompany, including marketing, sales and adtnatise areas. The total number of
employees terminated was 1,208, with 1,203 hawftghe Company as of May 31, 1999.

During fiscal year 1999, it was determined thattaltof $15.0 million of the restructuring accruads not required due to changes in estirr
related to severance payments of $4.0 million,.& #8llion change in estimated vendor software €oslated to Japan's software
development, lease commitments of $3.2 million @uehanges in sub-leasing arrangements, and dtlaeges of $4.2 million. The $15.0
million is included in "Activity" in the table belw and as an offset in the restructuring chargeheriricome statement.

The remaining accrual will be relieved throughastdl year 2000, as leases expire and severancegpdy, some of which are paid on a
monthly basis, are completed.

Detail of the restructuring charge is as follows:

Reserve
F Y98 Balance
Restr ucturing at
Description Cash/Non-Cash Ch arge  Activity 5/31/99
(in millions)
Elimination of Job
Responsibilities
Company-Wide................. $ (49.8) $46.5 $(3.3)
Severance packages.......... cash (29.1) 28.2 (0.9
Lease cancellations &
commitments............... cash (10.8) 8.4 (2.4)
Write-down of assets........ non-cash (9.6) 96 -
(01411 S cash (0.3) 03 -
Downsizing the Asia Pacific
Headquarters in Hong Kong.... (23.1) 13.0 (0.1)
Severance packages.......... cash (4.6) 46 -
Lease cancellations &
commitments............... cash (5.5) 5.4 (0.1)
Write-down of assets........ non-cash (3.0) 3.0 -
Downsizing the Japan
Distribution Center.......... (31.6) 305 (1.1)
Write-off of assets......... non-cash (12.5) 125 -
Software development costs.. cash/non-cash (219.1) 18.0 (1.1)
Cancellation of Endorsement
Contracts...........cueeee.. cash (5.6) 5.3 (0.3)
Exiting Certain Manufacturing
Operations at
Bauer NIKE Hockey............ (22.7) 217 (1.0
Write-down of assets non-cash (24.7) 147 -
Divestiture of manufacturing
facilities................. non-cash (5.2) 52 -
Lease cancellations &
commitments................ cash (1.6) 0.9 (0.7)
.......... cash 1.2) 0.9 (0.3)
(7.1) 6.4 (0.7)
cash (0.6) 06 -
non-cash (6.5) 5.8 (0.7)
Effect of foreign currency
translation................. - 0.2 0.2
Total...ooeeeiieieee $( 129.9) $123.6 $(6.3)
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NOTE 14--FAIR VALUE OF FINANCIAL INSTRUMENTS:

The carrying amounts reflected in the consolidé@ldnce sheet for cash and equivalents and noyeblgaapproximate fair value as reported
in the balance sheet due to the short maturities.fair value of long-term debt is estimated uslisgounted cash flow analyses, based on the
Company's incremental borrowing rates for simijgues of borrowing arrangements. The fair valughef€@ompany's long-term debt,

including current portion, is approximately $38#8lion, compared to a carrying value of $387.1limil at May 31, 1999 and $384.4

million, compared to a carrying value of $381.0limil at May 31, 1998. See Note 15 for fair valualefivatives.

NOTE 15--FINANCIAL RISK MANAGEMENT AND DERIVATIVES:

The purpose of the Company's foreign currency heggctivities is to protect the Company from tlek that the eventual dollar cash flows
resulting from the sale and purchase of productsrigign currencies will be adversely affected barges in exchange rates. In addition, the
Company seeks to manage the impact of foreign mayréuctuations related to the repayment of imtenrpany transactions, including
intercompany borrowings. The Company does not hoidsue financial instruments for trading purposieis the Company's policy to utilize
derivative financial instruments to reduce foreguthange risks where internal netting strategiesaiabe effectively employed. Fluctuations
in the value of hedging instruments are offsetlbgtéiations in the value of the underlying exposureing hedged.

The Company uses forward exchange contracts amthi@sed options to hedge certain firm purchasesaled commitments and the related
receivables and payables including other thirdyparintercompany foreign currency transactiongcRased currency options are used to
hedge certain anticipated but not yet firmly contedittransactions expected to be recognized withayear. Cross-currency swaps are used
to hedge foreign currency denominated paymentsectta intercompany loan agreements. Hedged tréoea@re denominated primarily in
European currencies, Japanese yen and Canadiansd&lfemiums paid on purchased options and atigaé@ains are included in prepaid
expenses or accrued liabilities and recognizedinirgs when the underlying transaction is recagphiDeferred option premiums paid, ne
realized gains, were $4.0 million and $21.7 milledrMay 31, 1999 and 1998, respectively. Gainslasses related to hedges of firmly
committed transactions and the related receivabidsgpayables are deferred and are recognizeddmieor as adjustments of carrying
amounts when the offsetting gains and losses aognézed on the underlying transaction. Net redliaed unrealized gains on forward
contracts deferred at May 31, 1999 and 1998 wetes$Billion and $12.0 million, respectively.

The estimated fair values of derivatives used tigkaehe Company's risks will fluctuate over timbeTair value of the forward exchange
contracts and cross-currency swaps are estimatetithjning quoted market prices. The fair valuemtion contracts is estimated using

option pricing models widely used in the financizdrkets. These fair value amounts should not b&edein isolation, but rather in relation to
the fair values of the underlying hedged transastiand the overall reduction in the Company's exmo adverse fluctuations in foreign
exchange rates. The notional amounts of derivasuesmarized below do not necessarily represent ata@xchanged by the parties and,
therefore, are not a direct measure of the expdsutee Company through its use of derivatives. dimdunts exchanged are calculated on the
basis of the notional amounts and the other teffrtfseoderivatives, which relate to interest rateghange rates or other financial indices.
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The following table presents the aggregate notipriacipal amounts, carrying values and fair valokthe Company's derivative financial
instruments outstanding at May 31, 1999 and 1998.

May 31
1999 1998

Notional Notional

Principal Carrying Fair Principal Carrying Fair

Amounts Values Values Amounts Values Values

(in mi llions)

Currency Swaps........... $ 300.0 $44.3 $32.1 $ 300.0 $30.8 $30.3
Forward Contracts........ 2,206.8 29.1 73.2 2,453.1 3.0 623
Purchased Options........ 2200 7.2 38 2324 7.7 1.9
Total.....ccovveeenee $2,726.8 $80.6 $109.1 $2,985.5 $41.5 $94.5

At May 31, 1999 and May 31, 1998, the Company hadantracts outstanding with maturities beyond ye®r except the currency swaps
which have maturity dates consistent with the nigtaiates of the related debt. All realized gainsgles deferred at May 31, 1999 will be
recognized within one year.

The counterparties to derivative transactions anfinancial institutions with high investmentagle credit ratings and, additionally,
counterparties to derivatives three years or greaall AAA rated. However, this does not elimathe Company's exposure to credit risk
with these institutions. This credit risk is gerlgramited to the unrealized gains in such contsashould any of these counterparties fail to
perform as contracted and is immaterial to anyiosttution at May 31, 1999 and 1998. To manags tisk, the Company has established
strict counterparty credit guidelines which aretemrally monitored and reported to Senior Managetaenording to prescribed guidelines.
The Company utilizes a portfolio of financial ingtions either headquartered or operating in tiheeseountries the Company conducts its
business. As a result, the Company considers sheoficounterparty default to be minimal.

NOTE 16--OPERATING SEGMENTS AND RELATED INFORMATION :

Operating Segments. Effective June 1, 1998, thegaomadopted SFAS No. 131, "Disclosures about Segmoé an Enterprise and Related
Information”. SFAS No. 131lestablishes new standBmdthe way public business enterprises repodrimftion about operating segments,
and also requires certain disclosures about predudl services, geographic areas of business god coatomers. The adoption of SFAS
131 did not affect the Company's consolidated fimerposition or results of operations, but did i@ business segment information
previously disclosed.

The Company's major operating segments are definerographic regions for subsidiaries particigatmNIKE brand sales activity. Other
brands as shown below represent activity for nokiENbrand subsidiaries (Cole Haan Holdings Inc.,8aulKE Hockey Inc., NIKE Team
Sports, Inc., and NIKE IHM, Inc.) and are considkimaterial for individual disclosure. Where appble, "Corporate" represents items
necessary to reconcile to the consolidated findstaements which generally include corporateviigtand corporate eliminations. The
segments are evidence of the structure of the @gels internal organization. Each NIKE brand gapbic segment operates predominantly
in one industry: the design, production, marketing selling of sports and fithess footwear, appared equipment.

Net revenues as shown below represent sales tmaektaistomers for each segment. Intercompany tmshave been eliminated and
immaterial for separate disclosure. The Companyraliymanages substantially all interest expersiwity. Operating segment interest
activity is primarily the result of intercompanynlting, which is eliminated for consolidated purposehe Company evaluates performance of
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individual operating segments based on ContribuBimfit before Corporate Allocations, Interest Exge and Income Taxes. On a
consolidated basis, this amount represents Incoafier& Taxes less Interest Expense as shown indhedlidated Statement of Income.
Other reconciling items related to Contribution fRn@present corporate costs that are not allattdehe operating segments for manager
reporting and intercompany eliminations for spediicome statement items.

Additions to longlived assets predominantly represent capital exipaed, which are shown below by operating segmfnthe start of fisce
year 1999, certain corporate costs, assets arititiebwere segregated from the U.S. region. Tfueee breakout of capital expenditures ¢
depreciation activity between United States ando@ate is not available for years prior to fiscahy 1999. Other additions to long-lived
assets represent additions to identifiable intdegiand goodwill, which are managed as a corp@gtense and are not attributable to any
specific operating segment. See Note 1 for furtlierussion on identifiable intangible assets aratigall.

Accounts receivable, inventory, and fixed asset®ferating segments are regularly reviewed by m@ment and are therefore provided
below.

Year Ended May 31,

1 999 1998 1997
(in millions)

Net Revenue
United States............ccceeeeeveininnnns $4, 723.7 $5,139.4 $5,201.6
Europe.............. 255.8 2,096.1 1,789.8
Asia/Pacific 8445 1,253.9 1,241.9
AMENICAS...covvviieeeeieiiiiiiiiieeeees 507.1 599.0 449.2
Other brands.........cccccvvvveeeeiiiininnn, 4458 464.7 504.0

$8, 776.9 $9,553.1 $9,186.5

Contribution Profit

United States 882.3 $ 978.8 $1,411.7

Europe.............. 338.4 2812 2545
Asia/Pacific....... 78.8 (26.8) 227.4
AMEFICAS. ..coiiiiiiiee e 57.6 1106 74.3
Other brands...........cccee... 224 (13.1) 347
COrporate.......coccuveeeercuveeeeiiiieenn 589.3) (617.7) (655.1)
$ 790.2 $ 713.0 $1,347.5
Capital Expenditures
United States........ccoovevvverieereennn. $ 48.5
Corporate.........ccccvvvvveeeeeeereneannnnn 161.7
United States and Corporate.................. $ 210.2 $ 246.8 $ 266.4
EUrope...ccviiiiiieeeeeeeee e 87.7 121.0 90.0
Asia/Pacific 43.7 1035 69.7
AMEFICAS. ..ot 125 126 6.4
Other brands..........ccoccoveeiiiiinnenne 300 220 334
$ 384.1 $ 505.9 $ 465.9
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Depreciation

United States............cccouee
Corporate..........cccecevvvvnennns

United States and Corporate

Europe......ccccoviiiiieiiininnnn,

Asia/Pacific.
Americas........

Other brands.........ccccccevveveeiininiinnns

Accounts Receivable, net

United States.............cceeee
Europe......ccooovvvveeiiiiiine
Asia/PacifiC...............cceeue.

Americas........
Other brands..

Corporate..........cocecevvvenennns

Inventory, net

United States.............cc.uee

Europe............
Asia/Pacific.
Americas.....
Other brands..

Corporate.........cccccvvvveneenenns

Property, Plant and Equipment,
United States..........cccceeene

Europe.....
Asia/Pacific.
Americas........
Other brands..

Corporate.........ccccuvveveneeneens

Year Ended May 31,

1999 1998 1997

(in millions)

22.0
73.3

406 37.8 27.0
20.8 234 1338
6.8 4.7 26

347 218 187

$198.2% 184.5% 138.0

5744 % 716.9% 844.6
551.6 531.9 362.2
141.5 165.9 305.7
119.2 1255 96.3
108.8 109.6 114.7
446 246 30.6

1,540.1 $1,674.4 $1,754.1

5446 $ 561.6 $ 528.7
316.3 4245 329.6
815 1185 182.6
73.1 799 67.6
1446 185.1 188.3
39.2 27.0 418

1,199.3 $1,396.6 $1,338.6

2904 $ 322.7$ 2275
271.4 2448 177.0
148.0 1434 925
215 169 111
1143 119.1 125.1
420.2 306.2 289.2

1,265.8 $1,153.1 $ 922.4
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Revenues by Major Product Lines. Footwear, Appamnel Equipment revenues are defined as sales tmaktastomers for NIKE brand
products. Other brands revenues includes exteated dy the non-NIKE brand subsidiaries.

Year Ended May 31,

1999 1998 1997

(in millions)
FOOIWEA........covveiereeeiiee e $5,218.4 $5,959.0 $6,144.5
Apparel. ... 2,914.7 2,991.8 2,493.5
EqUipmMent........ccuveeiiiiiiieiieeees 1979 137.6 444
Other brands.......cccccceeeeeieiiiiiiiiiiines 4459 464.7 504.1

$8,776.9 $9,553.1 $9,186.5

Revenues and Long-Lived Assets by Geographic Aseagraphic information is similar to that shownaboander operating segments with
the exception that Other brands activity is derigegdominantly from activity in the United StategladAmericas. Revenues derived in the
United States were $5.04 billion, $5.46 billionde®5.54 billion during the year ended May 31, 199®98, and 1997, respectively. Loleed
assets, which are comprised of net property, @Eadtequipment and net identifiable assets and gdipdttributable to operations in the
United States were $1.11 billion, $1.07 billionde#i.69 billion at May 31, 1999, 1998, and 1998%pestively.

Major Customers. During fiscal 1999, 1998 and 198Venues derived from one customer represented 10% and 12% respectively of the
Company's consolidated revenues. Sales to thisrmestare included in all segments of the Company.
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PART IlI
Item 9. Changes In and Disagreements with Accountason Accounting and Financial Disclosure

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

Item 10. Directors and Executive Officers of the Rgistrant

We have filed with the Securities and Exchange Casion our definitive Proxy Statement dated Audi&t1999 for the annual meeting of
shareholders to be held on September 22, 1999infdrenation required by this Item with respect tr directors is incorporated by reference
into this report from pages 2 through 5, 9 and flihat Proxy Statement. Information called for histitem with respect to our executive
officers is described under "Executive Officerghaf Registrant” in Item 1 of this Report.

The information required by Items 11-13 of Partidlincorporated by reference into this report fribrm indicated pages of our definitive
Proxy Statement dated August 13, 1999 for its J®88al meeting of shareholders.

Proxy
Statement
Page No.
Iltem 11. Executive Compensation..........ccccceeeee. e 7, 10-19
Item 12. Security Ownership of Certain Beneficial Owners and
Management......ccccoevevvvviicccccceeee e, 7-9
Iltem 13. Certain Relationships and Related Transact ioNS......c..... 19-21
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PART IV

Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K

(A) The following documents are filed as part dktreport:

Form
10-K
Page
No.
1. FINANCIAL STATEMENTS:
Report of Independent Accountants................ L 25
Consolidated Statement of Income for each of the three years ended May
31,1999 e e 26
Consolidated Balance Sheet at May 31, 1999 and 19 98, 27
Consolidated Statement of Cash Flows for each of the three years ended
May 31, 1999....ccoiiiiiiiiiie e e 28
Consolidated Statement of Shareholders' Equity fo r each of the three
years ended May 31, 1999.....ccccccceveeeens e 29
Notes to Consolidated Financial Statements....... . 30
2. FINANCIAL STATEMENT SCHEDULES:
II--Valuation and Qualifying AcCounts............ F-1
IX--Short-Term BOrrOWINgS......ccooceveeeeiccees e F-2

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

18 Letter re: Change in Accounting Principles. 2b$diaries of the Registrant.
23 Consent of PricewaterhouseCoopers LLP, indepermgetified public accountants (set forth on pae of this Annual Report on Form

10-K).

3.1 Restated Articles of Incorporation, as amende
reference from Exhibit 3.1 to the Company's Q
Q for the fiscal quarter ended August 31, 199

3.2 Third Restated Bylaws, as amended (incorporat
Exhibit 3.2 to the Company's Quarterly Report

fiscal quarter ended August 31, 1995).

4.1 Restated Atrticles of Incorporation, as amende

4.2 Third Restated Bylaws, as amended (see Exhibi

4.3 Indenture between the Company and The First N
Trustee (incorporated by reference from Exhib

to Registration Statement No. 333-15953 filed
26, 1996).

10.1 Credit Agreement dated as of September 15, 19
of America National Trust & Savings Associati
Agent, and the other banks party thereto (inc
the Company's Quarterly Report on Form 10-Q f
August 31, 1995).

10.2 Form of non-employee director Stock Option Ag
reference from Exhibit 10.3 to the Company's
for the fiscal year ended May 31, 1993).*

10.3 Form of Indemnity Agreement entered into betw
its officers and directors (incorporated by r
definitive proxy statement filed in connectio
of shareholders held on September 21, 1987).

10.4 NIKE, Inc. Restated Employee Incentive Compen
by reference from Registration Statement No.
by the Company on June 16, 1989).*

10.5 NIKE, Inc. 1990 Stock Incentive Plan (incorp
the Company's definitive proxy statement fil

annual meeting of shareholders held on Septe

10.6 NIKE, Inc. Executive Performance Sharing Plan
from the Company's definitive proxy statement
its annual meeting of shareholders held on Se

10.7 NIKE, Inc. Long-Term Incentive Plan (incorpor
Company's definitive proxy statement filed in
meeting of shareholders held on September 22,

10.8 Collateral Assignment Split-Dollar Agreement
Philip H. Knight dated March 10, 1994 (incorp
Exhibit 10.7 to the Company's Annual Report o
year ended May 31, 1994).*

12.1 Computation of Ratio of Earnings to Fixed Cha

* Management contract or compensatory plan or gearent.

Upon written request to Investor Relations, NIKiG.| One Bowerman Drive, Beaverton, Oregon 976453, NIKE will furnish shareholde
with a copy of any Exhibit upon payment of $.10 page, which represents our reasonable expen$asiishing Exhibits.

d (incorporated by

uarterly Report on Form 10-
5).

ed by reference from

on Form 10-Q for the

d (see Exhibit 3.1).

t3.2).

ational Bank of Chicago, as

it 4.01 to Amendment No. 1

by the Company on November

95 among NIKE, Inc., Bank
on, individually and as
orporated by reference from
or the fiscal quarter ended

reement (incorporated by
Annual Report on Form 10-K

een the Company and each of
eference from the Company's
n with its annual meeting

sation Plan (incorporated
33-29262 on Form S-8 filed

orated by reference from
ed in connection with its
mber 22, 1997).*
(incorporated by reference
filed in connection with
ptember 18, 1995).*

ated by reference from the
connection with its annual
1997).*

between NIKE, Inc. and
orated by reference from
n Form 10-K for the fiscal

rges.

(B) The following reports on Form 8-K were filed BYKE during the last quarter of fiscal 1999:

None.
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Description

SCHEDULE Il

VALUATION AND QUALIFYING ACCOUNTS

For the year ended May

31, 1997:

Allowance for doubtful

accounts.....
Other assets

For the year ended May

31, 1998:

Allowance fol
accounts.....
Other assets

For the year
31, 1999:

Allowance fol
accounts.....
Other assets

(in millions)
Balance at Charged to Cha rged Write-Offs Balance at
Beginning Costs and to Other Netof End of
of Period Expenses Acc ounts Recoveries Period
. $43.4 $255 B 1.7 $(13.4) $57.2
0.0 0.0
$43.4 $255 % 1.7 $(13.4) $57.2
r doubtful
........... $57.2  $39.8 ¥( 7.0) $(18.6) $71.4
............. 0.0 0.0
$57.2  $39.8 §( 7.0) $(18.6) $71.4
ended May
r doubtful
........... $71.4 $78 $ 18 $(7.8) $73.2
............. 0.0 0.0

F-1



SCHEDULE IX
NIKE, INC.

SHORT-TERM BORROWINGS(1)

(In millions)
Maxim um Average Weighted
Weighted Amoun t  Amount Average
Balance Average Outstan ding Outstanding Interest Rate
at End Interest During the During the During the
of Period Rate Period (2) Period(3) Period(3)
For the year ended May
31, 1997:
Notes payable to banks:
U.S. Operations....... $ - -% $158. 2 $456 5.38%
Non-U.S. Operations... 553.2 4.08  553. 2 436.6 3.61
$553.2 $711. 4 $482.2
Interest bearing
accounts payable to
NIAC(4)....ccvverirne $414.1 6.14% $414. 1 $294.9 5.93%
For the year ended May
31, 1998:
Notes payable to banks:
U.S. Operations....... $111.8 5.64% $328. 5 $829 6.32%
Non-U.S. Operations... 368.4 6.47 574. 7 364.5 6.19
$480.2 $903. 2 $447.4
Interest bearing
accounts payable to
NIAC.....ccooivrriene $280.1 5.99% $353. 9 $285.4 6.05%
For the year ended May
31, 1999:
Notes payable to banks:
U.S. Operations....... $179.3 4.85% $255. 3  $1555 5.97%
Non-U.S. Operations... 239.8 3.87% $407. 5 $303.6 3.88
$419.1 $662. 8  $459.1
Interest bearing
accounts payable to
NIAC.....coovivrrene $98.0 5.30% $271. 4  $1835 5.67%

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

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

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

We hereby consent to the incorporation by refergimcne documents listed below, of our report datene 29, 1999 relating to the financial
statements and financial statement schedules, vapipbars in this Form 10-K:

1. Registration Statement on Form S-8 (No. 2-8141YIKE, Inc.;

2. Registration Statement on Form S-8 (No. 33-2926RIIKE, Inc.;

3. Registration Statement on Form S-3 (No. 33-4320BlIKE, Inc.;

4. Registration Statement on Form S-3 (No. 33-48¥MNIKE, Inc.;

5. Registration Statement on Form S-3 (No. 33-4184RIIKE, Inc.;

6. Registration Statement on Form S-8 (No. 33-6399BlIKE, Inc.;

7. Registration Statement on Form S-3 (No. 333-3585NIKE, Inc.; and
8. Registration Statement on Form S-3 (No. 333-BJ&NIKE, Inc.

/sl PricewaterhouseCoopers LLP

Portland, Oregon
August 26, 1999
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SIGNATURES

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

NIKE, INC.

Dat e: August 26, 1999
By /s/ Philip H Knight

Philip H Knight
Chai rman of the Board and Chi ef
Executive Oficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblptine following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

Signature Ti tle Date

Principal Executive Officer and Director:

/sl Philip H. Knight Chairman of th e Board and  August 26, 1999
Chief Executi ve Officer

Philip H. Knight

Principal Financial and Accounting Officer:

/sl Robert E. Harold Interim Chief Financial August 26, 1999
Officer

Robert E. Harold

Directors:

/sl Thomas E. Clarke Director August 26, 1999

Thomas E. Clarke

/s/ Jill K. Conway Director August 26, 1999
Jill K. Conway
/s/ Ralph D. Denunzio Director August 26, 1999

Ralph D. Denunzio

/s/ Richard K. Donahue Director August 26, 1999

Richard K. Donahue

/sl Delbert J. Hayes Director August 26, 1999

Delbert J. Hayes

/s/ Douglas G. Houser Director August 26, 1999

Douglas G. Houser

S1



Signature

/sl John E. Jaqua

Ti tle

Director

John E. Jaqua

/sl Charles W. Robinson

Director

Charles W. Robinson

/sl A. Michael Spence

Director

A. Michael Spence

/sl John R. Thompson, Jr.

Director

John R. Thompson, Jr.

S-2

Date

August 26, 1999

August 26, 1999

August 26, 1999

August 26, 1999



EXHIBIT 12.1

NIKE, INC.

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Year Ended May 31,

(in millions)

NEet iNCOME.....oviiiiiiiiiiieieeeeeeeee $451.4 $399.6 $ 795.8
INCOME tAXES...ovvvviveeiiiiiiieeeeeee 2947 253.4 4994

Income before income taxes.........cccoeeeveeeee. L 746.1 653.0 1,295.2
Add fixed charges

Interest exXpense(A)....cccoevveeevvcieeenneeee 51.0 66.5 55.1

Interest component of leases(B).......ccccceeeeee. L 432 43.2 28.0

Total fixed charges.......cccoccevvccveeeee L 94.2 109.7 83.1

Earnings before income taxes and fixed charges(C).. ... $833.4 $756.2 $1,375.5
Ratio of earnings to total fixed charges........... ... 8.85 6.89 16.55

(A) Interest expense includes interest both exptase capitalized.
(B) Interest component of leases includes one-thfirgntal expense, which approximates the interestponent of operating leases.
(C) Earnings before income taxes and fixed chaigyesclusive of capitalized

interest.



EXHIBIT 18

PricewaterhouseCoopers LLP 121 SW Morrison Straie 3800 Portland, OR 97204 Telephone (503) 47 &tacsimile (503) 276-7099
June 29, 1999

To the Board of Directors
of NIKE, Inc.

Dear Directors:
We are providing this letter to you for inclusioman exhibit to your Form 10-K filing pursuant terh 601 of Regulation S-K.

We have audited the consolidated financial statésneanluded in NIKE, Inc.'s Annual Report on ForBH for the year ended May 31, 1999
and issued our report thereon dated June 29, Ng$i8.2 to the consolidated financial statementsiriless a change in the Corporation's
method of determining the cost of inventories fritia last-in, first-out to the first-in, first-outethod. Management has advised us that they
believe the change is to a preferable method im gwoumstances because it will result in a bettatch of the cost of inventory sold with
revenues.

It should be understood that the preferability n¢ @cceptable method of inventory accounting omether has not been addressed in any
authoritative accounting literature and in arrivatgour opinion expressed below, we have reliechanagement's business planning and
judgment. Based on our discussions with managearghthe stated reasons for the change, we belatastch change represents, iny
circumstances, the adoption of a preferable altemaccounting principle for inventories in comfiity with Accounting Principles Board
Opinion No. 20.

Yours very truly,

/sl Pricewat erhouseCoopers LLP



EXHIBIT 21
SUBSIDIARIES OF THE REGISTRANT

NIKE, Inc. has 36 wholl-owned subsidiaries, 6 of which operate in the éthibtates, and 31 of which operate in foreign agemtAll of the
subsidiaries, except for NIKE IHM, Inc., carry dretsame line of business, namely the design, magketistribution and sale of athletic and
leisure footwear, apparel, accessories, and re&aghment. NIKE IHM, Inc., a Missouri corporatiananufactures plastics and Air-Sole

shoe cushioning

components



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE MAY 31,1999 FORM 10-K AND
IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCHIRANCIAL STATEMENTS.

MULTIPLIER: 1,000,000

PERIOD TYPE 12 MOS
FISCAL YEAR END MAY 31 199¢
PERIOD END MAY 31 199¢
CASH 19¢
SECURITIES 0
RECEIVABLES 1,61:
ALLOWANCES 73
INVENTORY 1,19¢
CURRENT ASSET¢ 3,26t
PP&E 2,001
DEPRECIATION 73€
TOTAL ASSETS 5,24¢
CURRENT LIABILITIES 1,447
BONDS 38€
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 3
OTHER SE 3,332
TOTAL LIABILITY AND EQUITY 5,24¢
SALES 8,771
TOTAL REVENUES 8,771
CGS 5,49/
TOTAL COSTS 5,49¢
OTHER EXPENSE¢ 2,47
LOSS PROVISION 20
INTEREST EXPENSE 44
INCOME PRETAX 74€
INCOME TAX 29t
INCOME CONTINUING 451
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 451
EPS BASIC 1.5¢
EPS DILUTED 1.57
End of Filing
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