EDGAROnline

NIKE INC

FORM 10-Q

(Quarterly Report)

Filed 04/08/04 for the Period Ending 04/08/04

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

ONE BOWERMAN DR
BEAVERTON, OR 97005-6453
5036713173

0000320187

NKE

3021 - Rubber and Plastics Footwear
Footwear

Consumer Cyclical

05/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-Q

FOR QUARTERLY REPORTS UNDER SECTION 13 OR 15(d) OF
THE SECURITIES AND EXCHANGE ACT OF 1934

For the Quarter Ended February 29, 2004
Commission file number - 1-10635

NIKE, Inc.

(Exact name of registrant as specified in its arart

OREGON 93- 0584541
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identi fication No.)

One Bowerman Drive, Beaverton, Oregon 97005 -6453
(Address of principal executive offices) ( Zip Code)

Registrant's telephone number, including area ¢608) 671-6453
Indicate by check mark whether the registrant ineselerated filer (as

defined in Rule 12b-2 of the Exchange Act). Yes&X N

Indicate by check mark whether the registrant ¢ filed all reports
required to be filed by Section 13 or 15 (d) of 8exurities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period

that the registrant was required to file such reg)pand (2) has been

subject to such filing requirements for the pastags
Yes X No .

Common Stock shares outstanding as of Februar(® were:

Class A 77,856,384
ClassB 186,136,627

263,993,011

PART 1 - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS



UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Current assets:
Cash and equivalents
Accounts receivable, less allowance
for doubtful accounts of $110.3 and $87.9
Inventories (Note 2)
Deferred income taxes
Prepaid expenses and other current assets

Total current assets
Property, plant and equipment

Less accumulated depreciation

Property, plant and equipment, net
Identifiable intangible assets, net (Notes 3 and 7)

Goodwill (Notes 3 and 7)
Deferred income taxes and other assets

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Current portion of long-term debt
Notes payable
Accounts payable
Accrued liabilities
Income taxes payable

Total current liabilities

Long-term debt
Deferred income taxes and other liabilities (Note 7
Commitments and contingencies (Note 9)
Redeemable preferred stock
Shareholders' equity:
Common stock at stated value:
Class A convertible-77.9 and
97.8 shares outstanding
Class B-186.1 and 165.8 shares
outstanding
Capital in excess of stated value
Unearned stock compensation

Accumulated other comprehensive loss (Note 4)

Retained earnings

Total shareholders' equity

Total liabilities and shareholders' equity

)

February 29, May 31,

2004

2003

(in millions)

$ 9147 $ 634.0

2,0339 2,101.1
1,667.6 1,514.9
218.5 221.8
364.9 266.2
5199.6 4,738.0
3,162.8 2,988.8
1,551.4 1,368.0
1,611.4 1,620.8
366.0 118.2
134.7 65.6
292.6 229.4
$7,604.3 $6,772.0

$ 6.2 $ 2057

165.2  75.4
567.0  572.7
1,048.3 1,054.2
157.9  107.2
1,944.6 2,015.2
694.3  551.6
4019  214.2

0.3 0.3
0.2 0.2
2.6 2.6
808.1  589.0
6.3) (0.6)
(139.8) (239.7)
3,808.4 3,639.2
4,563.2  3,990.7
$7,604.3 $6,772.0

The accompanying Notes to Unaudited Condensed @Gdatad Financial
Statements are an integral part of this statement.

NIKE, Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME



Thr ee Months Ended Nine Months Ended

Feb ruary 29 and 28, February 29 and 28,

20 04 2003 2004 2003

( in millions, except per share data)
Revenues $2,9 04.0 $2,400.9 $8,766.0 $7,711.9
Cost of sales 1,6 82.1 1,4249 5,043.0 4,568.7
Gross Margin 1,2 21.9 976.0 3,723.0 3,143.2
Selling and administrative 8 92.0 758.1 2,664.1 2,324.6
Interest expense, net 55 7.0 211 214
Other expense, net 17.2 23.5 55.3 46.1

Income before income taxes and cumulative
effect of accounting change 3 07.2 187.4 982.5 751.1

Income taxes 1 06.9 62.7 3419 257.2

Income before cumulative effect of

accounting change 2 00.3 124.7 640.6 493.9
Cumulative effect of accounting change,

net of income taxes - -- - 266.1
Net income $ 2 00.3 $ 1247 $ 640.6 $ 227.8

Basic earnings per common share (Note 6):

Before accounting change $ 076 $ 047 $ 243 $ 1.87
Cumulative effect of accounting change - -- - (1.01)
$ 076 $ 047 $ 243 $ 0.86

Diluted earnings per common share (Note 6):

Before accounting change $ 074 $ 047 $ 238 $ 184
Cumulative effect of accounting change - -- - (0.99)

$ 074 $ 047 $ 238 $ 0.85
Dividends declared per common share $ 020 $ 014 $ 054 $ 040

The accompanying Notes to Unaudited Condensed @Gdat Financial Statements
are an integral part of this statement.

NIKE, Inc.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended
February 29 and 28,

2004 2003
(in millions)
Cash provided (used) by operations:
Net income $640.6 $227.8
Income charges not affecting cash:
Cumulative effect of accounting change - 266.1
Depreciation 188.1 176.5
Deferred income taxes 285 0.7
Amortization and other 47.6 9.4

Income tax benefit from exercise of stock
options 30.9 2.6



Changes in other working capital
components, net of the effect of
acquisition of subsidiary 35.6 (252.6)

Cash provided by operations 971.3 4305

Cash provided (used) by investing activities:
Additions to property, plant and

equipment (143.1) (138.6)
Disposals of property, plant and

equipment 3.8 9.6
Increase in other assets (33.9) (40.3)
(Decrease) increase in other liabilities (0.9) 1.1
Acquisition of subsidiary, net of cash

acquired (289.1) --
Cash used by investing activities (463.2) (168.2)

Cash provided (used) by financing activities:

Proceeds from long-term debt issuance 138.1 90.2
Reductions in long-term debt
including current portion (204.9) (54.4)
Increase (decrease) in notes payable 14.6 (208.0)
Proceeds from exercise of options and
other stock issuances 188.9 15.4
Repurchase of stock (240.5) (125.7)
Dividends on common stock (126.3) (100.8)
Cash used by financing activities (230.1) (383.3)
Effect of exchange rate changes on cash 2.7 (11.3)
Net increase (decrease) in cash and equivalents 280.7 (132.3)
Cash and equivalents, May 31, 2003 and 2002 634.0 5755

Cash and equivalents, February 29 and 28, 2004
and 2003 $914.7 $443.2

The accompanying Notes to Unaudited Condensed Gdatsl Financial Statements are an integral pfatis statement.
NIKE, Inc.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - Summary of Significant Accounting Policies
Basis of presentation:

The accompanying unaudited condensed consolidetaddial statements reflect all adjustments (caimgjsof normal recurring accruals)
which are, in the opinion of management, necedearg fair presentation of the results of operatifor the interim period. The interim
financial information and notes thereto should deedrin conjunction with the Company's latest AniRgort on Form 10-K. The results of
operations for the nine (9) months ended Febru@r@04 are not necessarily indicative of resultise expected for the entire year.

Certain prior year amounts have been reclassifietform to fiscal year 2004 presentation. Thésages had no impact on previously
reported results of operations or shareholderstyequ

NOTE 2 - Inventories:

Inventories by major classification are as follows:

Feb.29, May 31,
2004 2003

(in millions)

Finished goods  $1,640.3 $1,484.1



Work-in-progress 10.2 15.2
Raw materials 171 15.6

$1,667.6 $1,514.9

NOTE 3 - Identifiable Intangible Assets and Goodwit

The Company adopted Statement of Financial AccogrSitandards No. 142, "Goodwill and Other Intargisésets,” (FAS 142) effective
June 1, 2002. In accordance with FAS 142, goodwitl intangible assets with indefinite lives ardar@er amortized but instead are
measured for impairment annually in the fourth tgraor when events indicate that an impairmerdtexintangible assets that are determ
to have definite lives continue to be amortizedrafieir useful lives.

The following table summarizes the Company's idiatie intangible assets balances as of Februarg@® and May 31, 2003:

February 29, 200 4 May 31, 2003
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
(in millions)

Amortized intangible assets:

Patents $ 267 $(115)$ 152 $ 249 $(104) $ 145
Trademarks 13.7 (11.2) 25 129 (10.6) 2.3
Other 16.9 (10.1) 6.8 7.5 (1.1) 6.4
Total $ 573 $(328)$ 245 $ 453 $(22.1) $ 232
Unamortized intangible assets - Trademarks $ 341.5 $ 95.0
Identifiable intangible assets, net $ 366.0 $118.2

Amortization expense, which is included in sellanmgd administrative expense, was $4.3 million an@ $dillion for the three-month periods
ended February 29, 2004 and February 28, 2003ctsply, and $10.7 million and $2.7 million foretimine-month periods ended February
29, 2004 and February 28, 2003, respectively. Bienated amortization expense for intangible assabfect to amortization for each of the
succeeding years ended May 31, 2004 through Mag@18 are as follows: 2004: $12.0 million; 2005:458illion; 2006: $3.1 million; 2007
$2.5 million; 2008: $2.3 million.

During the second quarter ended November 30, 2e608b0mpany completed the acquisition of ConverseAs a result, $69.1 million was
allocated to goodwill, $246.2 million was allocatedunamortized trademarks and $8.6 million wascalfed to other amortized intangible
assets. See note 7 for additional information eelab the acquisition.

The change in the book value of goodwill, whictates to the Company's Other operating segmenthdonine months ended February 29,
2004 is as follows (in millions):

Goodwill - May 31, 2003 $ 65.6
Acquisition of Subsidiary 69.1

Goodwill - February 29, 2004  $134.7

NOTE 4 - Comprehensive Income:

Comprehensive income, net of taxes, is as follows:

Thr ee Months Ended Nine Months Ended
Febr uary 29 and 28, February 29 and 28,
20 04 2003 2004 2003

(in millions)



Net Income $20 0.3 $124.7 $640.6 $227.8

Other Comprehensive Income (Loss):
Change in cumulative translation

adjustment and other 3 3.7 49.4 50.2 66.6
Changes due to cash flow hedging
instruments:
Net loss on hedge derivatives (7 2.2) (85.7) (89.9) (178.2)

Reclassification to net income of
previously deferred (gains) and losses

related to hedge derivative instruments 5 8.3 31.7 139.6 79.6
Other Comprehensive Income (Loss) 1 9.8 (4.6) 99.9 (32.0
Total Comprehensive Income $22 0.1 $120.1 $740.5 $195.8

NOTE 5 - Stock-Based Compensation:

The Company uses the intrinsic value method towatcor stockbased compensation in accordance with Accountimgipies Board (APB
Opinion No. 25, "Accounting for Stock Issued to Hayees" as permitted by Statement of Financial Aoting Standards (SFAS) No. 123
"Accounting for Stock-Based Compensation" (FAS 123)e Company's policy is to grant stock optionghwein exercise price equal to the
market value at the date of grant, and accordinglygompensation expense is recognized.

If the Company had accounted for stock optionsadso employees in accordance with FAS 123, thegamyls pro forma net income and
pro forma earnings per share would have been mghas follows:

Thr ee Months Ended Nine Months Ended
Febr uary 29 and 28, February 29 and 28,
20 04 2003 2004 2003
(in millions, except per share data)
Net Income as reported $20 0.3 $124.7 $640.6 $227.8

Add: Stock-based compensation expense included

in reported net income, net of tax - - - -
Deduct: Total stock-based employee compensation

expense under fair value based method for all

awards, net of tax (1 1.8) (12.3) (35.2) (31.0)

Pro forma net income $18 8.5 $1134 $605.4 $196.8

Earnings per share:
Basic - as reported
Basic - pro forma
Diluted - as reported
Diluted - pro forma

.76 0.47 2.43 0.86
72 0.43 230 0.74
.74 0.47 2.38 0.85
.70 0.43 2.28 0.74

OO0 o

The pro forma effects of applying FAS 123 may netépresentative of the effects on reported netnirecand earnings per share for future
periods since options vest over several years dditienal awards are made each year.

NOTE 6 - Earnings Per Common Share:

The following represents a reconciliation from lsaesarnings per share to diluted earnings per skgptons to purchase 0.1 million and 12.0
million shares of common stock were outstandingeddruary 29, 2004 and February 28, 2003, respégtivet were not included in the
computation of diluted earnings per share becawseptions' exercise prices were greater thanwbege market price of common shares
and, therefore, the effect would be antidilutive.

Three Months End ed Nine Months Ended
February 29 and 2 8, February 29 and 28,
2004 20 03 2004 2003
(in millions , except per share data)

Determination of shares:



Average common shares

outstanding 263.5 26 3.9 263.2 264.6
Assumed conversion of

dilutive stock options

and awards 7.6 2.8 6.1 3.1

Diluted average common
shares outstanding 271.1 26 6.7 269.3 267.7

Basic earnings per common share:
Before cumulative effect of

accounting change $0.76 $0 A7 $243 $1.87
Cumulative effect of
accounting change - -- - (1.01)
$076 $0 47  $243 $0.86

Diluted earnings per common share:
Before cumulative effect of

accounting change $0.74 $0 A7 $238 $184
Cumulative effect of
accounting change - -- - (0.99)
$074 $0 47  $238 $0.85

NOTE 7 - Acquisition:

On September 4, 2003, the Company acquired 10@peot the equity shares of Converse Inc. ("Core/@r€onverse designs, distributes,
and markets high performance and casual athlebiwviear and apparel. The acquisition has been ateddior under the purchase method of
accounting in accordance with SFAS No. 141, "Bussn@éombinations”. The cash purchase price, inctudaguisition costs, was
approximately $310 million. The results of Convéssgperations have been included in the consolidtancial statements since the date of
acquisition as part of the Company's Other opagaggment.

All assets and liabilities of Converse have beeomged in the Company's consolidated balance &fasetd on their estimated fair values at
the date of acquisition. Identifiable intangibleets and goodwill relating to the purchase appraseh $254.8 and $69.1 million, respectiv
Identifiable intangible assets include $246.2 millfor trademarks that have an indefinite life, 8db million of other intangible assets that
are being amortized over nine months. A deferrgdiahility of $105.1 million has been provided fitre purchase of the identifiable
intangible assets, which is the primary reasorgéadwill. The pro forma effect of the acquisition the combined results of operations was
not significant.

NOTE 8 - Operating Segments:

The Company's operating segments are evidence afitaicture of the Company's internal organizafidre major segments are defined by
geographic regions with operations participatindlIKE brand sales activity. Each NIKE brand geogiasegment operates predominantly
in one industry: the design, production, marke@ing selling of sports and fitness footwear, apparad equipment. The "Other" category
shown below represents activities of Cole Haan kgl Inc., Bauer NIKE Hockey, Inc., Hurley Intetiomal LLC, NIKE Golf and Convers
Inc., beginning September 4, 2003, which are camsitlimmaterial for individual disclosure.

Where applicable, "Corporate" represents itemsssag to reconcile to the consolidated financialeshents, which generally include
corporate activity and corporate eliminations. Efifee June 1, 2003 the assets, liabilities, andatpey expenses of NIKE IHM, Inc., which
primarily manufactures NIKE Air components, havemeeclassified to the Corporate category from Qtteflecting current management of
these operations. NIKE IHM, Inc. information foethpplicable prior year period has been reclassifieconform to the current year
presentation.

Net revenues as shown below represent sales tmaektristomers for each segment. Intercompany tmshave been eliminated and
immaterial for separate disclosure. The Companjuatas performance of individual operating segmbated on pre-tax income. On a
consolidated basis, this amount represents Incafedincome taxes and cumulative effect of acdagnthange as shown in the Unaudited
Condensed Consolidated Statements of Income. Reiogritems for pre-tax income represent corpoiaists that are not allocated to the
operating segments for management reporting inetudertain currency exchange rate gains and lassésnsactions and intercompany
eliminations for specific items in the Unauditedndensed Consolidated Statements of Income.

Accounts receivable, inventory, and property, plant equipment for operating segments are reguieviewed and therefore provided
below:

Three Months Ended Nine Months Ended
February 29 a nd 28, February 29 and 28,



2004 2003 2004 2003

Net Revenue

u.s. $1,169.5 $ 1,127.9 $3,509.0 $3,443.1
EUROPE, MIDDLE EAST, AFRICA 880.0 645.8 2,742.4 2,296.4
ASIA PACIFIC 402.4 331.6 1,163.4 989.8
AMERICAS 135.0 107.4 4448  383.2
OTHER 3171 188.2 906.4 599.4
$2,904.0 $ 2,400.9 $8,766.0 $7,711.9

Pre-Tax Income

uU.s. $ 2388 $ 2119 $ 727.8 $ 668.8
EUROPE, MIDDLE EAST, AFRICA 172.8 80.5 516.8 367.8
ASIA PACIFIC 86.9 80.1 262.4 214.7
AMERICAS 16.1 18.3 71.8 72.0
OTHER 31 (13.1) 7.2 (23.9)
CORPORATE (210.5) (190.3) (603.5) (548.3)

$ 3072 $ 187.4 $ 9825 $ 751.1

Feb. 29, May 31,

2004 2003

Accounts Receivable, net

u.s. $ 6427 $ 609.5
EUROPE, MIDDLE EAST, AFRICA 703.0 792.6
ASIA PACIFIC 262.2 245.6
AMERICAS 121.6 130.0
OTHER 279.6 282.0
CORPORATE 24.8 41.4
$2,0339 $ 2,101.1

Inventories, net

u.s. $ 5746 $ 640.6
EUROPE, MIDDLE EAST, AFRICA 469.4 383.4
ASIA PACIFIC 171.4 1435
AMERICAS 89.3 84.2
OTHER 331.9 239.4
CORPORATE 31.0 23.8
$1,667.6 $ 1,514.9

Property, Plant and Equipment, net

u.s. $ 1993 $ 215.7
EUROPE, MIDDLE EAST, AFRICA 240.4 241.4
ASIA PACIFIC 402.5 386.3
AMERICAS 11.4 11.0
OTHER 97.7 82.1
CORPORATE 660.1 684.3
$1,6114 $ 1,620.8

NOTE 9 - Commitments and Contingencies:

At February 29, 2004, the Company had letters edlicioutstanding totaling $624.8 million. Thesedes of credit were issued primarily for
the purchase of inventory.

There have been no other significant subsequerdewents relating to the commitments and contiogsreported on the Company's most
recent Form 10-K.

Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Consolidated Operating Results



Three Months Ended Nine Months Ended

February 29 and 28 , February 29 and 28,
T % %
2004 2003 change 2004 2003 change
(in millio ns, except per share data)
Revenues $2,904.0 $2,400.9 21% $8,766.0 $7,711.9 14%
Cost of sales 1,682.1 1,424.9 18% 5,043.0 4,568.7 10%
Gross Margin 1,221.9 976.0 25% 3,723.0 3,143.2 18%
42.1% 40.7% 42.5% 40.8%
Selling and administrative 892.0 758.1 18% 2,664.1 2,324.6 15%
30.7% 31.6% 30.4% 30.1%
Income before cumulative
effect of accounting change 200.3 124.7 61% 640.6 493.9 30%
Net Income 200.3 124.7 61% 640.6 227.8 181%
Diluted Earnings per share -
before accounting change 0.74 0.47 57% 2.38 1.84 29%
Diluted Earnings per share 0.74 0.47 57% 2.38 0.85 180%

Eight percentage points of our consolidated thurdrter revenue growth and 7 percentage pointseofite month growth can be attributable
to changes in currency exchange rates, primardysthonger euro.

As previously disclosed in our quarterly reportkorm 10-Q for the quarter ended February 28, 2B0fsscal 2003 we accelerated
approximately $66 million of deliveries from tharthquarter to the second quarter as we prepargdptement new supply chain systems in
our Europe, Middle East and Africa (EMEA) Regiomig shift in the timing of prior year shipments aanted for about 3 percentage points
of the consolidated revenue growth for the thirdrtger of fiscal 2004. Also in the EMEA Region, @pring 2004 Footwear selling season
began in January, one month earlier than in 2083 Pesult, relative to last year, we estimate dparoximately $26 million of revenue
moved into this year's fiscal third quarter frore fourth quarter, accounting for about 1 percenfagiet of consolidated revenue growth in
the third quarter.

Converse, which was acquired during the secondeuaf fiscal 2004, contributed 3 percentage paifitsonsolidated revenue growth in the
third quarter and 2 percentage points of growthtterfirst nine months of fiscal 2004. See NoteAtquisitions for additional information
related to the acquisition.

In the third quarter of fiscal 2004, our consolethgross margin percentage improved 140 basisgpe@nsus the prior year, from 40.7% to
42.1%. For the first nine months of fiscal 2004; consolidated gross margin percentage improvedoas® points compared to the first nine
months of the prior year, from 40.8% to 42.5%. Phienary factors contributing to the improved grasargin percentages for the third qua
and year-to-date periods were as follows:

(1) Changes in hedge rates, primarily the euragsemt 50 basis points and 40 basis points of imgonent for the quarter and year-to-date
period, respectively. We expect improved hedgesragemarily the euro, will have a positive impact gross margins into next fiscal year.

(2) Improved profitability on closeout sales, priihain the U.S. and EMEA regions, due to a comkimaof improved closeout pricing
margins and the level of closeout sales as a pegerf total sales, partially offset by increasbdolescence reserves due to a less favorable
mix of product remaining in closeout inventory. $hdactors represent approximately 20 basis poiritaprovement for the quarter and 60
basis points of improvement for the year-to-dateoge

(3) Higher in-line pricing margins (net revenue éoirrent product offerings minus landed product)cepresent approximately 20 basis
points of improvement for the quarter and 30 bpeists of improvement year-tate. This is primarily due to lower air freighawler produc
costs (due to manufacturing efficiencies and redumaterial costs), and a higher mix of sales afsitafootwear models in the U.S. Region.

(4) The remaining increase was due to various factbe most significant of which were improvedsgronargins for Nike Retail in the U.S.
Region and improved margins for Nike Golf. These ttems contributed a combined 40 basis pointsnpirovement for the quarter and 20
basis points of improvement year-to-date.

Third quarter selling and administrative expensepprised of demand creation and operating overtygaty 18% versus the prior year
quarter. Year-to-date fiscal 2004 selling and adstiative expense increased 15% over the prior pedod. Demand creation expense grew
14% to $308.4 million in the third quarter of fis@004 while year-to-date demand creation expemseased 12% to $973.2 million. Seven
percentage points of the increase in demand crefdiche third quarter and year-to-date period d@es to changes in currency exchange
rates. Excluding the impact of currency, the insesim demand creation spending for the third quarées attributable to higher spendincg



the Asia Pacific region, primarily advertising (érpentage point impact), and higher spending oorsedhent contracts in the U.S. and
EMEA regions primarily related to basketball andc®r, respectively (2 percentage point impact). ddhdition of Converse also had a 1
percentage point impact on demand creation fogttegter. The overall increase in demand creatiothi® year-to-date period was due to the
third quarter factors as explained above.

Operating overhead for the third quarter of fi2@04 was $583.6 million, a 20% increase over tird tuarter of fiscal 2003. For the first
nine months of fiscal 2004, operating overheadeiased 16% to $1,690.9 million. Currency exchantesreontributed 6 percentage points of
the increase for the third quarter, and 5 percenpaints of the increase for the first nine monfitee addition of Converse accounted for 3
percentage points of growth for the third quarted 2 points of growth year-tdate. Excluding the effects of currency and Corejepperatini
overhead increases for the quarter were mainlipattble to: (a) increased incentive-based compiemstor employees(5 percentage points);
(b) increased costs to support the growth of olENGolf, Cole Haan, Bauer NIKE Hockey and Hurleysimesses (3 percentage points); (c)
higher net bad debt expense (2 percentage poamd){d) normal wage increases and some addedtinithge, including costs related to our
worldwide supply chain initiative and additionatfary outlet stores in the EMEA Region, necessarguipport global business growth. The
factors causing the overall increase in operatirgytoead for the year-to-date period were consistihtthose of the quarter as explained
above.

Other expense, net, was $17.2 million for the thjudrter of fiscal 2004 compared to $23.5 millinrthe third quarter of fiscal 2003. Other
expense, net, for the first nine months of fis@42was $55.3 million compared to $46.1 million flee same period of fiscal 2003. Beginr
this fiscal year, interest income and profit shguéixpense previously included in other expense anetincluded in interest expense, net, and
selling and administrative expense, respectivelhe presentation of prior year amounts has beerstdjio conform to the current
classification. The most significant component tifes expense, net, comprising approximately 55%hisfyear's quarterly and 47% of this
year's yeeto-date net expense, was foreign currency logsasarily hedge losses on intercompany chargesBorapean subsidiary, whose
functional currency is the euro. These lossesefteated in the Corporate line in our segment preg®n of pre-tax income in Note 8 -
Operating Segments. The hedge losses reflectethauro has strengthened considerably since teeeehinto these hedge contracts.

In the third quarter and the first nine monthsis€dl 2004, net foreign currency losses in othg@eese, net, were more than offset by
favorable translation of foreign currency denomadgprofits, most significantly in EMEA. Our estireatf the net impact of these losses and
the favorable translation is a $41 million additiorconsolidated income before income taxes conap@réhe prior year third quarter and $
million compared to the first nine months of thépyear. Consistent with our existing policies, gve also hedged a portion of anticipated
intercompany charges for the balance of fiscal 28@dlinto fiscal 2005. As the euro has strengthsinezk these hedge contracts were
executed, we expect to continue to incur some hexges for the balance of fiscal 2004 and intcefi005. However, at current exchange
rates, we expect the net impact of the hedge I@sttshe offsetting positive translation impacti wekult in a net benefit to fiscal 2004 and
fiscal 2005 consolidated net income versus ther year.

Our effective tax rate for the first nine monthdie€al 2004 was 34.8%, which is higher than tingt fiine months of fiscal 2003 rate of
34.2%, and the full year rate for fiscal 2003 of134. This increase compared to fiscal 2003 antiegaigher taxes on foreign earnings.

Included in net income for the first nine monthdistal 2003 was a $266.1 million charge for thenalative effect of implementing
Statement of Financial Accounting Standard No. 1@&odwill and Other Intangible Assets," (FAS 14Phis charge related to the
impairment of goodwill and trademarks associatettt Bauer NIKE Hockey and the goodwill of Cole Haeeflecting that the fair values we
estimated for these assets were less than thérmamuglues. See the Notes to Consolidated Finast&ements (Note 4 - Identifiable
Intangible Assets and Goodwill) in our Annual Repmr Form 10-K as of May 31, 2003 for further infation.

Operating Segments

The breakdown of revenues follows:

Three Months Ende d Nine Months Ended
February 29 and 2 8, February 29 and 28,
"% %
2004 2003 change 2004 2003 change
(in millions)
U.S. REGION
FOOTWEAR $ 7728 $ 7614 1% $2,219.2 $2,2225 0%
APPAREL 329.3 307.1 7% 1,074.1 1,005.3 7%
EQUIPMENT 67.4 59.4 13% 215.7 2153 0%
TOTAL U.S. 1,169.5 1,127.9 4% 3,509.0 3,443.1 2%
EMEA REGION
FOOTWEAR 537.7 363.1 48% 1,600.2 1,292.5 24%
APPAREL 284.1 239.4 19% 950.9 845.1 13%

EQUIPMENT 58.2 433 34% 191.3 158.8 20%




TOTAL EMEA 880.0 645.8 36% 2,742.4 2,296.4 19%

ASIA PACIFIC REGION

FOOTWEAR 2142 185.8 15% 622.6 536.3 16%

APPAREL 150.1 115.6 30% 437.9 365.6 20%

EQUIPMENT 38.1 302 26% 1029 879 17%
TOTAL ASIA PACIFIC 402.4 331.6 21% 1,163.4 989.8 18%

AMERICAS REGION

FOOTWEAR 89.2 69.1 29%  296.0 2451 21%
APPAREL 36.0 29.8 21% 117.3 108.9 8%
EQUIPMENT 9.8 8.5 15% 315 292 8%
TOTAL AMERICAS 135.0 107.4 26%  444.8 383.2 16%
2,586.9 2,212.7 17% 7,859.6 7,112.5 11%
OTHER 317.1 188.2 68%  906.4 599.4 51%
TOTAL REVENUES $2,904.0 $2,400.9 21% $8,766.0 $7,711.9 14%

The discussion following includes disclosure oféypax income" for our operating segments. We hapented pre-tax income for each of our
operating segments in accordance with Statemdfinahcial Accounting Standard No. 131, "Discloswabeut Segments of an Enterprise
Related Information." As discussed in Note 8 - @fiag Segments in the attached Notes to Consotidéteancial Statements, certain
corporate costs are not included in pre-tax incofraur operating segments.

For our largest international region, EMEA, curngeschange rates contributed 21 and 18 percentaigespof revenue growth for the quarter
and year-tadate period, respectively. Also, as discussed ghowke prior year we accelerated approximately silion of deliveries into th
second quarter from the third quarter in advandenpfementing new supply chain systems in Europnés $hift accounted for approximately
10 percentage points of EMEA's revenue growthHerguarter. In addition, the Spring footwear sgleason began in January this year
versus February in 2003. As a result, we estinteteapproximately $26 million of revenue moved itite third quarter from the fourth
quarter, relative to last year. If we remove thfe@s of currency and shipment timing discussed/@pfiscal 2004 revenue for the EMEA
Region would have grown approximately 1 percenfaget in both the third quarter and the first nmenths, primarily due to increased
footwear volume led by soccer product.

EMEA pre-tax income for the third quarter of fis@804 was $172.8 million, up 115% versus the prear quarter. For the first nine months
of fiscal 2004, pretax income grew 41% to $516.8iom. For the quarter and the nine month periddgher revenues and gross margin
improvements drove the increase, more than offggiticremental selling and administrative costs irhproved gross margins were
primarily the result of improved year-over- yeadpe rates and a lower proportion of closeout sadesus the prior year. See further
discussion regarding gross margins and sellingaaindginistrative costs in Consolidated Operating Resu

In the Asia Pacific Region, revenues increased g&ét-over-year in the third quarter of fiscal 2@G0w increased 18% year-over-year in the
first nine months of fiscal 2004. Ten percentagafscof growth for the third quarter and 6 percgstaoints for the first nine months were
due to changes in currency exchange rates. Exgutacurrency benefit, sales in each Asia Papificiuct business unit grew for both the
quarter and year-to-date periods. The region'swavgrowth was primarily attributed to volume irases. Significant revenue increases in
China and Japan, driven by expansion of retaitidigion and strong consumer demand, were key dralnivers for the quarter and year-to-
date periods.

Pretax income for the Asia Pacific Region increase86.9 million in the third quarter of fiscal 2004 8% versus the third quarter of fis
2003, and increased 22% to $262.4 million in teedi 2004 year-to-date period. For the quartehérigevenues and gross margin
improvements drove the increase, more than offggiticremental selling and administrative costsnarily due to additional demand
creation spending and higher operating overheddgpan and China. The higher gross margins wereaghnattributable to the benefit of
better hedge rates on product purchases, partiifigt by lower profitability of closeouts. For theneimonth period, gross margins improv
while selling and administrative expenses increadigtitly as a percent of revenue. See furtherudision regarding gross margins and selling
and administrative expenses in Consolidated Opgy&esults.

In the Americas Region, revenues increased 26%h&third quarter of fiscal 2004, with 11 percert@gints of the growth due to changes in
currency exchange rates, while year-to-date fi2084 revenues increased 16% with 7 percentagespoinhe growth due to changes in
currency exchange rates. Excluding the curren®@ctsf the revenue growth for the quarter and yealate periods was driven primarily by
stronger consumer demand in South and Central AmeExcluding the currency exchange rate impaetrelyion experienced sales growth
for the quarter and year-to-date periods acrogb@e product business units.

In the third quarter of fiscal 2004, pre-tax incofoethe Americas Region decreased 12% from thar gear quarter, to $16.1 million. Year-
to- date fiscal 2004 p-tax income was flat at $71.8 million. The decreiaggre-tax income was attributable to reduced gross marain



higher selling and administrative costs. The redu®ss margins were due to weaker currency ratbkekico, Brazil, and Argentina as well
as lower in-line and closeout profitability and ég distribution costs. See further discussionnaigg selling and administrative costs in
Consolidated Operating Results.

In the U.S. Region, revenues for the third quasfdiscal 2004 grew 4% versus the third quartefisafal 2003, and revenues for the first nine
months of fiscal 2004 grew 2% versus the year-agiogd. In the third quarter, footwear revenue iasexl 1% and apparel revenue increased
7%, while equipment revenue increased 13%. Fofitstenine months of fiscal 2004, footwear and gaoént revenues were flat, while
apparel revenue increased 7%. The increase inelpades for the third quarter was primarily driv@ngrowth in sport performance product.
For the nine month period, increased consumer dérftarteam licensed apparel also contributed sicanittly to the overall apparel growth.

The increase in footwear revenue of 1% for the tguavas due to an increase in average wholesdiegsptice of approximately 4 percente
points, as sales grew for products with a suggestmd price over $100. The revenue impact of bigdiverage prices was partially offset in
the quarter by a decline in overall unit volumea¥-&o-date fiscal 2004 footwear revenue was fla tuan increase in average wholesale
selling price of 2 percentage points offset bymailsir decrease in unit volume resulting from th@amt of our redistribution strategy, which
included reduced orders from our largest custof@of Locker, and reduced premium product offeritagthem. These changes were
previously disclosed in our Annual Report on Foi®a K as of May 31, 2003. On a year-to-date babisréduction in footwear sales to Foot
Locker was mostly offset by increased sales torathstomers.

During the second quarter, the company announa@adsjib execute joint marketing programs with FamtKer to develop innovative retalil
presentations of NIKE performance products at $é&leot Locker locations in the U.S. beginning vilie Fall 2004 season. As part of those
programs, additional premium product offerings Wil available to select Foot Locker locations beigig May 2004. As these plans are
executed, we expect our footwear sales with Fogkepto increase. However, since our total revésukerived from sales to many
customers, growth in sales to Foot Locker may raotdiate directly to growth in overall footwear @aue. See further information regarding
worldwide futures and advance orders below.

For the third quarter, U.S. Region pre-tax inconaes $238.8 million, a 13% increase versus the tjuatter of fiscal 2003. Prax income fo
the first nine months of fiscal 2004 increased #%%27.8 million. For the quarter and yeardete periods, higher revenues and gross me
drove the increase, more than offsetting highdingehnd administrative costs. The improved grossgims were primarily the result of higl
in-line pricing margins, improved margins on whalescloseout sales, and expanded retail margirsfustiher discussion regarding gross
margins and selling and administrative costs ingotidated Operating Results.

Other revenues and pre-tax income for the thirdtquaf fiscal 2004 include results from Bauer NIKi&ckey, Inc., Cole Haan Holdings,
Inc., Converse Inc., Hurley International LLC, adIKE Golf. Other revenues grew 68% in the third gemof fiscal 2004 compared to fiscal
2003 and grew 51% in the first nine months of fi04 versus the prior year period. The additib@onverse contributed 39 percentage
points of the Other revenue increase for the quartd 22 percentage points of the increase fofitstenine months. The remaining increas
due to growth in each of the other businesses, gigstficantly NIKE Golf and Cole Haan.

Other pre-tax income improved to $3.1 million i tthird quarter of fiscal 2004 from a loss of $1&illion in fiscal 2003 and improved to
$7.2 million in the year-to-date fiscal 2004 perfoaim a loss of $23.9 million in the same periodast year. The addition of Converse
combined with improved results from NIKE Golf andl€ Haan drove the year-over-year improvement.

Worldwide futures and advance orders for our foaimwand apparel scheduled for delivery from Marabulgh July 2004 were 9.9% higher
than such orders reported in the comparable pefifidcal 2003. Four points of this reported inceavere due to changes in currency
exchange rates versus the same period last yeatwags, the reported futures orders growth ismeaessarily indicative of our expectation
of revenue growth during this period. This is bessathe mix of orders can shift between advance#atand at-once orders. In addition,
exchange rate fluctuations as well as differinglswf order cancellations can cause differencéisdrcomparisons between futures orders
actual revenues. Moreover, a significant portioowf revenue is not derived from futures ordersluiding wholesale sales of equipment, (
licensed team apparel, Bauer NIKE Hockey, Cole H&amverse, NIKE Golf, Hurley, and retail salesossrall brands.

Liquidity and Capital Resources

Cash Flow Activity

Cash provided by operations was $971.3 milliorhmfirst nine months of fiscal 2004, compared t8®%8 million in the first nine months of
fiscal 2003. Our primary source of operating cdstvfin the current period was net income of $64qilion. In addition to the improvement
in net income, the year-over-year increase in gashided by operations was attributable to chamgesir investment in working capital. In
the first nine months of fiscal 2004, our net irtwasnt in working capital decreased primarily dua te@duction in accounts receivable
resulting from improved account management thrcuggter utilization of supply chain systems, esgdcia the EMEA Region.

Total cash used by investing activities duringfir& nine months of fiscal 2004 was $463.2 millicompared to $168.2 million in the prior
year period. The acquisition of Converse represtgtsnost significant use of cash during the peride remaining investing activities ¢
consistent with the prior year and primarily refleapital expenditures on computer equipment aftévace to support both normal business
operations as well as our supply chain systemsadgggrcontinued investment in NIl-owned retail stores, and warehouse improvem



During the first nine months of fiscal 2004, thépipal uses of cash for financing activities wehare repurchases, dividends, and payments
of long-term debt offset by proceeds from the eiserof stock options and debt issuance. Net casth lig financing activities was higher in
fiscal 2003 primarily due to increased repaymefshort-term debt in that period.

The share repurchases were part of a $1 billiorestegpurchase program that began in fiscal 200thdrcurrent quarter, we purchased
approximately 0.8 million shares of NIKE's Class@®@nmon stock for $53.6 million, bringing purchagasthe first nine months of fiscal
2004 to 4.1 million shares for $245.6 million. Tatel under the program, we have purchased 16.bm8hares for $829.3 million. We exp
to continue to fund this program from operatinghclisw. The timing and the amount of shares puretasill be dictated by our capital nee
and stock market conditions.

As a result of the above, our cash balance incdelag&280.7 million during the first nine monthsfisical 2004.
Long-term Financial Obligations and Other Commercid Commitments

As a result of modifications and additions to canising endorsement contracts and the impact ofgesim foreign exchange rates on such
obligations, the cash payments due under our eadwst contracts have changed from what was prdyiogisorted in our Annual Report on
Form 10-K as of May 31, 2003.

Significant endorsement contracts entered intoutinadhe date of this report are as follows:

Cash Payments Due Dur ing the Year Ended May 31,
Remaining
Description of Commitment 2004 2005 2006 2007 2008 Thereafter Total
(In millions)
Endorsement Contracts $104.3 340.1 295.6 306.6 189.7 493.8 $1,730.1

The amounts listed for endorsement contracts reptegpproximate amounts of base compensation amichonin guaranteed royalty fees we
are obligated to pay athlete and sport team endoaseur products. Actual payments under someraots may be higher than the amounts
listed as these contracts provide for bonuses fmalbto the endorsers based upon athletic achiewenand/or royalties on product sales in
future periods. Actual payments under some corgnaety also be lower as a limited number of congratiude provisions for reduced
payments if athlete performance declines in fupeeods.

There has not been a material change to any oftber long-term contractual obligations from whaswreviously reported in our Annual
Report on Form 10-K as of May 31, 2003.

Capital Resources

In October 2001, we filed a shelf registrationestant with the Securities and Exchange CommisS&€C] under which $1 billion in debt
securities may be issued. In May 2002, we commeageddium-term note program under the shelf registr that allows us to issue up to
$500 million in medium-term notes, as our capiegds dictate. We entered into this program to pgeoeidditional liquidity to meet our
working capital and general corporate cash requerems As previously disclosed, during the secorattqu, we issued three notes under the
medium-term note program totaling $100 million. Tefdhose notes totaling $50 million have fixed pon interest rates of 5.15% and
mature on October 15, 2015. The other $50 millioterhas a fixed coupon interest rate of 4.70% aatliras on October 1, 2013. During the
third quarter, we issued a $35 million note unthergrogram with a fixed coupon interest rate 06%lhat matures on October 15, 2015.
Subsequent to the third quarter, we issued ondiaddi note for $15 million that also has a fixealipon interest rate of 5.15% and mature
October 15, 2015. For each of the notes we hawreghinto interest rate swap agreements wherehgeeive fixed interest payments at the
same rate as the notes and pay variable intergstgrds based on the smenth London Inter Bank Offering Rate (LIBOR) pluspread. Th
swaps have the same notional amounts and matatés és the notes, and are accounted for as fa# kiadges under Statement of Financial
Accounting Standards (FAS) No. 133, except forstivap for the $50 million note maturing October @12. The swap for that note has the
same notional amount and fixed coupon interestaatihe note, but expires October 2, 2006. Accgigithe swap does not qualify for fair
value hedge accounting, so changes in the faievafthis swap are recorded to net income eaclgehifter issuance of these notes, $260
million remains available to be issued under ouditn®-term note program, and another $500 million remairalable to be issued under
shelf registration statement. We may issue additiontes under the shelf registration in fiscal£2@@pending on general corporate needs.

On November 20, 2003 we put in place a new 5-yg&a03$nillion revolving credit facility with a grougf banks. The maturity date is
November 20, 2008 and the facility can be exterfdedne additional year on the anniversary date.clfeently have no amounts outstanc
under the facility. Our previous credit facilitytédded $1 billion, and was made up of a $500 millé@4 day facility and a $500 million multi-
year facility. Based on our current I¢- term senior unsecured debt ratings of A and AghfStandard and Poor's Corporation and Moody's
Investor Services, respectively, the interest carged on any outstanding borrowings would beptheailing LIBOR plus 0.22%. The
facility fee is 0.08% of the total commitment.

If our lonc-term debt rating were to decline, the facility &eel interest rate under our committed credit fgciliould increase. Conversely,



our long-term debt rating were to improve, thelfgcfee and interest rate would decrease. Chairgesr long-term debt rating would not
trigger acceleration of maturity of any then outsliag borrowings or any future borrowings under¢benmitted credit facilities. Under this
committed credit facility, we have agreed to vas@ovenants. These covenants include limits ordmposal of fixed assets and the amount
of debt secured by liens we may incur, and setranmim capitalization ratio. In the event we werd&ye any borrowings outstanding under
these facilities, failed to meet any covenant, @ece unable to obtain a waiver from a majorityha banks, any borrowings would become
immediately due and payable. As of February 29420@ were in full compliance with each of theseermants and believe it is unlikely we
will fail to meet any of these covenants in theskgeable future.

Liquidity is also provided by our commercial papeogram, under which there was no amount outstgratifrebruary 29, 2004 or May 31,
2003. We currently have short-term debt ratingdbfind P1 from Standard and Poor's CorporationMmaldy's Investor Services,
respectively.

We currently believe that cash generated by ommratitogether with access to external sourcesmifsfas described above, will be sufficient
to meet our operating and capital needs in thesémable future.

Dividends declared per share of common stock irihhid quarter of fiscal 2004 were $0.20 per share.
Critical Accounting Policies

Our discussion and analysis of our financial caaditind results of operations are based upon msatidated financial statements, which
have been prepared in accordance with accountingiples generally accepted in the United Statbée fireparation of these financial
statements requires us to make estimates and judgriat affect the reported amounts of assets|itias, revenues and expenses, and
related disclosure of contingent assets and liadsli

We believe that the estimates, assumptions andvjadts involved in the accounting policies descriimetthe "Management's Discussion and
Analysis of Financial Condition and Results of Gyiiems" section of our most recent Annual ReporEorm 10-K have the greatest potential
impact on our financial statements, so we congluese to be our critical accounting policies. Baeaof the uncertainty inherent in these
matters, actual results could differ from the eatis we use in applying the critical accountingqgies. Certain of these critical accounting
policies affect working capital account balancas|uding the policies for revenue recognition, tegerve for uncollectible accounts
receivable, inventory reserves, and contingent gaygsnunder endorsement contracts. These polidigsresthat we make estimates in the
preparation of our financial statements as of aidate. However, since our business cycle isivelgtshort, actual results related to these
estimates are generally known within the six-magrghod following the financial statement date. Thhese policies generally affect only the
timing of reported amounts across two to three tgusr

Within the context of these critical accountingipials, we are not currently aware of any reasonkitdyy events or circumstances that would
result in materially different amounts being repdrt

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There have been no material changes from the irgftiom previously reported under Item 7A of the Camys Annual Report on Form 10-K
for the fiscal year ended May 31, 2003.

Item 4. CONTROLS AND PROCEDURES

The Company maintains disclosure controls and phaes that are designed to ensure that informagiguired to be disclosed in the
Company's Exchange Act reports is recorded, predessimmarized and reported within the time pergmisified in the Securities and
Exchange Commission's rules and forms and thatisfiehmation is accumulated and communicated tadGbmpany's management,

including its Chief Executive Officer and Chief Bimcial Officer, as appropriate, to allow for timelgcisions regarding required disclosure
designing and evaluating the disclosure controts@ncedures, management recognizes that any toatrd procedures, no matter how well
designed and operated, can provide only reasomaablgance of achieving the desired control objestiand management is required to apply
its judgment in evaluating the cost-benefit relasioip of possible controls and procedures.

The Company carries out a variety of on-going pdoces, under the supervision and with the partimpaof the Company's management,
including the Chief Executive Officer and the Comya Chief Financial Officer, to evaluate the efiféeness of the design and operation of
the Company's disclosure controls and procedures sbruary 29, 2004. Based on the foregoingQmpany's Chief Executive Officer
and Chief Financial Officer concluded that the Camys disclosure controls and procedures weretaféeat the reasonable assurance level.

There has been no change in the Company's inteonéiols over financial reporting during the Compammost recent fiscal quarter that has
materially affected, or is reasonable likely to emally affect, the Company's internal controls ofreancial reporting.

Special Note Regarding Forward-Looking StatementsAnalyst Reports

Certain written and oral statements, other thaelguristorical information including estimates, jgetions, statements relating to NIKI



business plans, objectives and expected operaduts, and the assumptions upon which those statisrare based, made or incorporate
reference from time to time by NIKE or its represgives in this report, other reports, filings witre Securities and Exchange Commission,
press releases, conferences, or otherwise, amadfdrlooking statements" within the meaning of Brivate Securities Litigation Reform Act
of 1995 and Section 21E of the Securities Exchawef 1934. Forward-looking statements includethwut limitation, any statement that
may predict, forecast, indicate, or imply futureukts, performance, or achievements, and may aotttaiwords "believe," "anticipate,”
"expect,” "estimate,"” "project,” "will be," "willantinue," "will likely result," or words or phrases similar meaning. Forward-looking
statements involve risks and uncertainties whicly oause actual results to differ materially frora thrward-looking statements. The risks
and uncertainties are detailed from time to timeejorts filed by NIKE with the S.E.C., includingffns 8-K, 10-Q, and 10-K, and include,
among others, the following: international, naticawad local general economic and market condititims size and growth of the overall
athletic footwear, apparel, and equipment marketense competition among designers, marketersjtiitors and sellers of athletic
footwear, apparel, and equipment for consumerseaddrsers; demographic changes; changes in congueferences; popularity of
particular designs, categories of products, andispseasonal and geographic demand for NIKE pits¢lddficulties in anticipating or
forecasting changes in consumer preferences, carsdemand for NIKE products, and the various mafiketbrs described above;
difficulties in implementing, operating, and mainiag NIKE's increasingly complex information sysite and controls, including, without
limitation, the systems related to demand and suplainning, and inventory control; fluctuations afifficulty in forecasting operating
results, including, without limitation, the factathadvance "futures" orders may not be indicativieitire revenues due to the changing mix of
futures and at- once orders; the ability of NIKEststain, manage or forecast its growth and invergpthe size, timing and mix of purchases
of NIKE's products; new product development ancbihtiction; the ability to secure and protect tradees, patents, and other intellectual
property performance and reliability of productsstomer service; adverse publicity; the loss afi§icant customers or suppliers; depende
on distributors; business disruptions; increasedscof freight and transportation to meet delivéegdlines; changes in business strategy or
development plans; general risks associated wiithgdousiness outside the United States, includintijout limitation, exchange rate
fluctuations, import duties, tariffs, quotas anditimal and economic instability; changes in govaent regulations; liability and other claims
asserted against NIKE; the ability to attract agtain qualified personnel; and other factors refeee or incorporated by reference in this
report and other reports.

The risks included here are not exhaustive. Othetians of this report may include additional fastahich could adversely affect NIKE's
business and financial performance. Moreover, NtfErates in a very competitive and rapidly changingronment. New risk factors
emerge from time to time and it is not possiblerf@magement to predict all such risk factors, @oritassess 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 shoulglagce undue reliance on forwakbking
statements as a prediction of actual results.

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. Acdingly, 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 respibihsif NIKE.

Part Il - Other Information
Iltem 1.
Legal Proceedings

There have been no other significant developmeats the information previously reported under It#émf the Company's Annual Report on
Form 10-K for the fiscal year ended May 31, 2003.

Item 6. Exhibits and Reports on Form 8-K:
(a) EXHIBITS:

3.1 Restated Articles of Incorporation, as amer(dembrporated by reference from Exhibit 3.1 to @@mpany's Quarterly Report on Form 10-
Q for the fiscal quarter ended August 31, 1995).

3.2 Third Restated Bylaws, as amended (incorpotayagference from Exhibit 3.2 to the Company's @arly Report on Form 10-Q for the
fiscal quarter ended August 31, 1995).

4.1 Restated Articles of Incorporation, as amer(ded Exhibit 3.1).
4.2 Third Restated Bylaws, as amended (see Exhibjt
12.1 Computation of Ratio of Earnings to Fixed Qest

31.1 Rule 13(+14(a) Certification of Chief Executive Office



31.2 Rule 13(a)-14(a) Certification of Chief Fina©fficer.

32.1 Section 1350 Certificate of Chief Executivdicair.

32.2 Section 1350 Certificate of Chief Financiafi€xr.

* Management contract or compensatory plan or gearent.

(b) Reports on Form 8-K:

The following reports on Form 8-K were furnishedidg the fiscal quarter ending February 29, 2004:

December 18, 2003: Item 7. Financial StatementsExiibits. Iltem 12. Results of Operations and FanCondition. First Quarter Earnings
Release.

December 21, 2003: Item 7. Financial StatementsEadnibits. ltem 12. Results of Operations and Fa@anCondition. Transcript of Earnings
Conference Call.

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

NIKE, Inc. An Oregon Corporatia

BY:/s/ Donald W Blair

Donald W Bl air
Chi ef Financial Oficer

DATED: April 8, 2004



EXHIBIT 12.1

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

Nine Mont hs Ended
February 2 9 and 28,
2004 2003
(in mill ions)
Net income $640.6 $227.8
Income taxes 341.9 257.2
Cumulative effect of accounting change  -- 266.1
Income before income taxes and
cumulative effect of
accounting change 982.5 751.1
Add fixed charges
Interest expense (A) 32.1 33.0
Interest component of leases (B) 51.0 45.4
Total fixed charges 83.1 78.4
Earnings before income taxes and
fixed charges (C) $1,065.3 $828.7
Ratio of earnings to total fixed
charges 12.8 10.6

(A) Interest expense includes both expensed anitatiapd. (B) Interest component of leases inclugies-third of rental expense, which
approximates the interest component of operatiaggs.
(C) Earnings before income taxes and fixed chaigyesclusive of capitalized interest.



EXHIBIT 31.1

Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
[, Philip H. Knight, certify that:

1. I have reviewed this quarterly report on ForraQ 0f NIKE, Inc.;

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

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

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

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

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

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

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

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

Date: April 8, 2004

BY: /s/ Philip H Knight

Philip H Knight
Chi ef Executive Oficer



EXHIBIT 31.2

Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002
I, Donald W. Blair, certify that:

1. I have reviewed this quarterly report on ForraQ 0f NIKE, Inc.;

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

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

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

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

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

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

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

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

Date: April 8, 2004

BY: /s/ Donald W Blair

Donald W Bl air
Chi ef Financial Oficer



EXHIBIT 32.1
Certification of Chief Executive Officer

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

(i) the Quarterly Report on Form 10-Q of the Comp#ur the fiscal quarter ended February 29, 2084 (Report") fully complies with the
requirements of Section 13(a) or Section 15(dppgdicable, of the Securities Exchange Act of 1@&amended; and

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

Date: April 8, 2004

BY: /s/ Philip H Knight

Philip H. Knight
Chi ef Executive O ficer

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



EXHIBIT 32.2
Certification of Chief Financial Officer

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

(i) the Quarterly Report on Form 10-Q of the Comp#ur the fiscal quarter ended February 29, 2084 (Report") fully complies with the
requirements of Section 13(a) or Section 15(dpmdicable, of the Securities Exchange Act of 1@&amended; and

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

Date: April 8, 2004

BY: /s/ Donald W Blair

Donald W Blair
Chi ef Financial Oficer

A signed original of this written statement reqdit®y Section 906 has been provided to NIKE, Ind wiil be retained by NIKE, Inc. and
furnished to the Securities and Exchange Commissidts staff upon reques



