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[ have been Chairman of NIKE for 23 years, but I have not been Chairman of the same company for 23 y
NIKE has gone through ¢normous changes in that time.
shbuckling, entrepreneurial, independent company;a youthtul public company; a struggling teenage
a reawakened young adult company.
Through all the many ups and downs of the last 23 years. we have never, not ¢ven in years when sales declined,

thought of ourscly s anything but a growth company. That includes last year; the dip would be, beyond all doubt,

temporary. It is a state of mind more than anything tangible or anything a single-year measure of cconomic performance

would indicate. As part of that growth mentality, we would, while we were at it ... aim high.

Too high, said many. Unlike them, we were not surprised that we had the greatest year in industry history in 1995,

Not just a little better year, but the kind of year that makes you want to spike the ball in the end zone, take a victory
lap pointing to the sky,do a 360 slam dunk. bang by the rim, and do a Jittde trash talkin® into the next fiscal year.

Whilc this going on — or maybe because of it — the indu began to change, one of those changes where there
are large shifts between the competitive companies. Even while trying to keep up with all that, we met aur current
strategic objectiv

First, make strides toward becoming a global company, not just a company doing business internationally. Make
the ¢ffort to communicate, Internally and externally, on a global basis. And to manage, as one brand around the world,
our opportunitics:

To grow and develop the European management t

To establish ourselves as a real apparcl company

To truly get “on the board™ in the world’s most international game — soccer

To establish roots tn ice hockey, the fastest growing team sport in North Amer

To expand our positioning in women's sports and fitness.

Still, I must confess that even in good times such as these,as [sit down to write this letter. I become angry and frustrated.




That deserves an explanation. Let's take a look at the last decade of NIKE:

1985 1995
Sules $ 946,371 54,760,834
Gross profit % 26.3% 39.8%
Operating margin % 4.7% 14.4%
Net [ncome after tax 10,270 399.664
Earnings per share 0.14 5.44
May 31 stock price 5.56 78.88

The value of NIKE stock increased more than 13 tmes while the S&P 500 grew less than three-fold in the same time
period. (Yes, | am comparing a good year against a bad year. It's something I learned watching economic discussions during
presidential campaigns.)

If you show this record to investment analysts without identifying the company, an experiment we have done, they
will say it deserves a price/earnings multiple in excess of the $&P 500. Only after the company’s name is revealed does
the consensus move (0 a multiple at a discount from the market.

This polnts out an interesting If somewhat painfut paradox: the NIKE brand when added to a shoe or a garment adds
enormous marketability; when put on its stock certificate it has an cqually powerful impact — in the opposite direction.

This brings us back to my frustration and, I am sad to say, the futility of this document. It simply does not matter
what we say in words or put In numbers in the annual report. This poor little binder is simply overwhelmed by elec-
tronjc and print sound bites, or ignored by the show biz-oriented media who convey a peint of view in conflict with
“sound investment”

As Director John Jaqua says,“This has reached the point of ridicularity.”

$o how, in that world, can you undcerstand the who, what, when, where and why of any company, especiaily one

as controversial as NIKE?

The sad answer: Can't really. It would be easy if we could bring everybody to the NIKE Campus, or take everybody to

the Final Four, or the Olympic Trials, or the World Cup, or a Nebraska high school football game, or a pick-up game
on 125th Street. That's the world NIKE lives in, But, we can't do that,

Instead, we'll send our managers back to do what they do:develop and grow the best global company possible, and
let the hurricane of media hype blow on around us,

As to our major goal of globalizatlon, Director Ken Ohmae said a year ago it would 1ake ten more years. | said we could
do itin five. A year later, | believe Dr.Ohmac is the better forecaster. It is simply more complicated than | imagined. But one
thing is certain, if we do achieve our global goals we will have somcething of real value. And we are making progress.

Four ycars ago, when t tatked about two Americans, a Swede and a Frenchman who had gone to climb the Matterhorn
before opening our new European Headquarters, we had nary a national as a country manager in Europe. Today, every
major country is headed by a citizen of that country. In the process sales have turned back up in Europe, a contribution

far more significant than anyone has noted in writing to datc. Asia is on the threshold of the greatest regional growth in

industry history. And Latin America has posttioned itself where Asia wis two years ago.

Also four years ago we talked about being a $6 billion company in five years. As we approach FY 96, with some very
liberal rounding, we believe we're gonna be close enough. So the challenge moves ever higher — be an 11-digit company.

It is possible. But, as before, the number is out there to remind people there is plenty of growth in the things we are
doing. The trick Is to do them well and position for greater growth later on. Then the goal will be to get our price/earnings
multiple up to average and lead the indusiry to a respectable multiple. Then, to transcend the industry.

NIKE accepts that challenge. It scems like a worthwhile objective, and 4 growth mentality thrives on change. It fits

our state of mind. We will aim high.

Mty A b

PBiltp H.Knight
Chatrman of the Board
and Chief Executive Officer




sumt 2. 1994 Fan lavorite Mary Piorce defears the tap seed in sirmght sets 1o reach the
Freach Open final  jumg 3, 1908 Tommy Armour Ul wim the MKE Miomi Valley Open in
Springbara, Ohio. juME 9, 1998 Staflers ol MIKEs World IDEA Convention wll the shoes right ol
thewr feet to ploading cuilomen. Nt 10. 1994 Don O'Brien, decothlon warld record holder, joan

NIKE  sum 13, 1994 NIKE and Wieden & Keanedy announce the cremtion ol o new & al spaty

sarring Standey Craver, oko Denniv Hopper  JUNE 17, 1994 Here laday, Saigon fomsrrew
HIKE announces it will ba the firil foatwear campony 10 st up shop in Vietnam, end will begn

sourcing from lour foctones m He Chi Mich City by mid-1995  JusE 33, 1984 Ken Grifley Jr ol

the Secmls Marmers hity another one breaking Babe Rush's record for mast dingers hi by the and

ol June. The Maris Walch 5 an JUNE 24, 1994 WIKE (s nomed artiser of the Yeor™ af the

Conney Internotional Advertiing Fesival  June 24 . 1094 Jell Bagwell of the Houvan Suros
becomes anly the 28th major leoguer fa homer twice in gne inning. For good meaume. be hity
his third of the gome two nnings laler  sune 23, 1908 Hoadguarinesd on the Col Davis compus,
The 11th MKE Volleyball Festival beging o weeklong competilicn uiing mare than 100 courts
of meaily 50 sites. JULY 3. 1994 Pete Sampros completes hiv debut os o NIKE athlele with his

socond strmght nde ol Wimbledon suer 3, 1994 Mike Powell, Michoel fohnaon, Jon Drummaond

and André Coon hast 250 kids ot a clinie organized by MIKE Switzarland sty 8. 1994 MNIKE

spamsars s first oock and lisld meet in Lowsanne, Switzerland  suLy 10, 1904 NIKE Belgivm

holds o fitness workout an thee beach in Ostende with 1,530 men and wamen participating  suly

1, 1994 The U 5. Mojer Indoar Loerosse Lesgue onnouces that NIKE i it “Official Footwanr

Supplier™ ury 11, 1094 MIKE peasenis ner City Gamet lounder Danay Hemandez with @ check
for $100.000 in wipport of the sports festival crented to give inier-city youth an allsrnative
ta drugy ool gangs. JuLY 12, 1994 Major League Baseballs All-Siar Game i Pitdburgh leotures
32 players with mare thin hall i NIKE spikes Juty 18, 1904 The Woddd Cup goes 10 the Brazihon
team, inchuding 10 NIKE ployers  BAY 19, 1994 In Toiwan, Chen 1 Hiin breoks the ~league

total win® secord for Tarwon's pro league by winning his 5th geme i less Shan four years sty

27, 1994 Detroit Tigers skipper Sparky Andersan moves inle louth place on the ol time

surt 28, 1994 Ourdoor athletes get their

b glimpse of the new Air Mada, o

shae that reinfar

NIKE's position as
the only athletic company that is o
leader in the outdeor business. Like
NIKE did with crass-training in the late
'BOs, the Air Mada and ather shoos are

defil

ng “opproach” adivity, bridging
the gap between rugged walking and
technical boots. FY ‘95 alse marks ACOS
ascent to the 81 pasition in the spert

sandal and hiking categories. With

autdoor revenues up 48% in FY '95,

ACD proving it possible to extond

loadorship in key cotegories, create new

business and seize market share. In

sonce, ACD is a sub-brand that aur-

door and retailers recog

@3 the pramier source of athletic tech-
nolegy. With Ineredibly broad user
demographics and sbvious connections

ta the heritage and equities of NIKE, the

future of ACG looks rock s
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Uy 3, wes  Pete Sampras, the top-
ranked lennis player in the world,
weing his second consecutive Wimbledon
thampionship less than o month after
signing with NIKE. But ther's only half
tha stary, The ather half is the explosive
player frem Los Vegos who grobbed
the tennis world by the threat seven
years ago and hosn't let loose since,
Andro Agossi. Together they are laav-
ing erowds in bug-ayed wonder at

the groatest rivalry tennis has ssen

in ysars. Agassi, the man they said
couldnt win o Grand Slam event,
now with cups from Wimbledan, the
U.5. Open and the Auvstralion Open.
Sampras, the cansummate pre, o frus
Grand Slampicn and #1 player in the
world antering the yeaor. The best serve
batiling the bast return of serve in o
high-strung fight for the top spot in the
ATP computer. That's NIKE tennis.

Andre Aguast aod Pete Sompres, o gentie
ittt amel o ReN T whals, teage o brr of e

Teqet i teni’ grealest rlivatn)

manegariol win list with 2,126, Anderson is not only the oldest matieger in bassball, but
ahio allegedly the cldest man named Sparky. ALy 30, 1694 MIKE lholy opans (1 third Urban
Jungle Gym Playground in Cosseia, with o special exhibifion by Vincenzo Exposito. anr 20, 1998
Altar blosting his first Bome run, Michaal Jocdan points fo the sky in tribups i his ke lather.
UL 30, 19%4 Son Froncisco Gionts tugges Malt Williams it hls 201 heme run of fhie season
sefiing o Notional League record for hamers hit by the and of luly. sty 31, 1964 Andre Agassi,
sherwing no ill-abfwcts of & nogging wrish injury, wins the 1.5 milkon Canadian Cpan in Toronto
2w 31, 194 In lioky, Serges Bubko sty o workd pole voult recond for the 35t fima. sur 31, reva
Formar Philodelphia Phiflies fefi-hander Steve Carbian, o caresr 300-game winner and second
oll-time in carser sirikecuts, is inducted into the Baseball Hall of Fome. AbaUSY 1, 1994 Ballimare
Ciricdas iroamon shortuop Cal Ripken Jr. plays i his 2000th cansecutivs gome. The nest closest
octive player is Jolf Conne with 268 shvoight gomes. AUGUST 1, 1994 A MIKE-anly sore apens
i Se, Patmtsburgg, Russio, where customans wait i queues 150 maters lang, Auoust 3. 1es
Atlosia Braves lire bosemon Fred McGrnill becomes just the ninth major league player in hivery
ta hit 30 or mare home runs in seven conseculive seaons. AUGUST B, 1994 Aranal oppears
at Highbury for fha firr tma in their new NIKE kit and wina the Makits Trophy. lan Wright scores
the winning ool avousy 5, 1994 Soceer Uberwaman Min Homim leods the U 5. women's tsam
10 vietory in b inougussl Chiguiln Cup. Hamm loter is selacied the 1994 U 5. Scccar Fadaration
Player of the Year AUGUST 11, 1994 Kan Grilfey Jr. hit o grand dom for his 40th bhome
run in-what is 1o be his lawt bewboll game of the year. Al seatan’s snd, MIRE athlerer clean
up: MVF National Ladgue Jeif Bagwell (Astros], Cy Young Mational Leugus Greg Maddus
|Broves), Rookie of the Year Malional Lsague Raul Mondesi (Dodgens]. Manoger of the Year
Nafional Leagia Felips Alou [Expor). AUOUST 13, 1994 The NIKE N2 crosi-couniry chamgionthips,
ars held in Christchurch, New Zealond.  avous 15, 1994 Michosl Jordan dedicates another
MIKE PLAY. baskatball court, buill in o public housing developmant in Mamplis fram recycled
NIE shoss. AUGUST 18, 1994 Californin Geld, o team of high schocl haops players, rakes

First ploce in the 1994 NIKE Scholostic Festival in Deerfisld, llinais. Avoust 1s, 1998 NIKE
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AUGUST 7, 1992 Sheryl Swoopes scares
14 paints in helping the U.5. women's
basketball squad win a geld medal at
the Goodwill Games. The performance
helps her win o spot on the Olympic
squad. Loter NIKE anncunces the Air
Swoopes basketball shoe, only the
second time NIKE hos named o shoe
after an athlete, Swoopes is one of six
MIXE players on the Women's L.S.A.
Basketball National Team. They ond
women like Jackie Joyner-Kersee,
Gabrielle Rescs, Mary Plerce and
Picabe Street all represent the talent
and that

commitment wxcellence

requires. They are excoptional role

models, and

he womaen they Inspirs

have helped NIKEW globel revenues
increose 28% in womon's featwaear and
apparel. Migh performance ond high

access are the keys, providing wemen

the M

E connections fo technology,
innovation and authenticlty. Botause the
waord athlete has no gender.
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AUGUST 7, 1994 Sheryl Swoopes scores
14 paints in helping the U5, women's
basketball squad win a gold medal ar
the Goodwill Games. The performance
helps her win o spot on the Olympic
squad, Later MIKE announces the Air
Swoopes basketball shoe, only the

has named o shoe

socond time NIKE
aftor an athlote, Swoopes is one of six
NIKE players on the Waomen's U.5.A.
Basketball National Team. They and

woman like Jackie Joyner-Kersee,
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Picabe Street all represent the talent
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models, and the wemen they inspire
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1R 14, 1994 NIKE commenees the

on af Canstar Sparts Inc., the

world's largest manufacturer of hockey
equipmant. Why? Because hockay is the

Fastest-growing team sport in Narth

Amaerica, Becouse es in 1o MNIKE's
unique partnership with the NHL to
grow and market the sport warldwide.
Becouse it is one sport with three
games, hockey, roller hockey and streat
hotkey. Because more kids in Orange
County signed up for street hockoy than
little league this year, Becouse 34% of
all kids & 1o 11 yeors old played roller
hockey sometime this yeor. Becouse
MIKE can provide superior product
across the mix of brood occess paints
for every game. Bocause Constar's core
brond, Bouer, is one of the most
recognized and authentic names in
hockey, Because more than 70 percent
of MHL players hit the ice wearing
Bouver branded skates. That's why.

Erie Lidres, Piltelpbia Hyers conter aml
swdmirer af the P90 Hard Tropy s ibe ML

Messt Vaalnabale Flaver

batketball court in Brooklym's Fart Greene Park. ocTose 4, 1e9a Portland, Cregon, b selecsed

s the hast far the foursh quodrenniol World Massers Games 1o be held in August of 1978, rake
is the fithe sponsor for the inernotional games. ocroBer 7, 1994 Fine Line Festures and NIKE

annaunce o ground-breaking partnership to promote the new hilm “Hoap Dreams,” later o become

the best movie never nominated for on Oicor. ocroser 9, 19948 |n Baly, Omello Ferrora win

the women's race in the Venice Morothon in 2:32:14 wearing the Air Marich shoe. With an equodly
streng kick, NIKE Baly is on ilv way to o $I25 million year oCTOBER 13 - 14, 1994 The MIKE
TOUR: Chompionship is held ot Portland's Pumpkin Ridge Gall Course and is broadeast on
E5Pr, Mike Schuchor of Lincoln, Mebroska, wing by one wroke. ocTORER 16, 1994 In boukeshall,
CHA [Moscow) dafents Sportak [Mascow] PB-BE. Bath teams are NIKE sponsored.  OCTORER 17,

1994 MIKE and the University of Michigan announce on unprecedented pormership through

the year 2000 for on-liekd team uniforms and proctice gear, s well @ MIKE's endowmen
of two women's athletie schalasships and o sports wriing chair in the school's Journalist in
Residence Program. ocrosin 28, 1994 |n this week's Asociated Press Top 25 college foatball

poll, MEE reaches an all time high with 23 of the 25 college teams in NIKE. ocTosm 29, 1994

Bajing TV runs o decumantary on the ing of NIEE's commercial “The Wall® mevess 3,

1994 The Royal Prince Fredorik of Denmark runs the Mew York Marathon (n NIEE shaes in a

time af 3:44. NOVEMBIR &, 1994 NIKE Spain, in the midu of recard revonues, dedicates the

MIKE-NBA Playground Barcelona 94 Count in Escornador Park, mode from 8,700 eld sper

shoes collected in Spam and recycled in Germany. NoviMmR 6. 1998 Tegla Lorcupe of Kenya

wins fhe women's Mew Yark City Marathon with o fime of 2:27:37. A dubal

azinghy, i i h

marathon. NOVIMBER 7, 1994 NIKE Europe is selected “Sponior of the Year 19947 by the

Athletic Amateur Association. NOVEMBER

1994 Korean President .5, Kim and Philippine
Prasident Romos ore seon taking a morming run fogather in the sreets of Manila m MIKE shoes.
NOVEIMAER 37, 1994 Wilh no fime lelt on the clock, Lui Passaghn kicks o 37-yord held geal to
giva the B.C. Lions o 26-23 vickary in the 1994 CFL Grey Cup [Conodion Football League

Championships]  oecemanr &, 1994 Mare than 100 NIKE emplayees lrom ocross the country




compete n the WSATE Notional Cros-Couniry Chompiom ot Blie Loke Fork in

Troutdale, Cragan. GECEMBIN 18, W94 Al the Nolion woccer championahips, three of the top

Feonr tczma are MIKE-sponsored. Decsmadm 18, wed Mork Davis becomes the first parson 1o break

tha four-eninute mils in Howoii. He does if in 3;57 pscimar 19, 1994 More records: Second-

e are on the rse. DICEMBER 23,

guorer revanues are up 0% 1o $105 billion. Earnings per
1994 NIKE announces if has becoms the officicl sponser of the these-fima Warld Cup-winning
talian Moljonal Soccer Teom. oectmaER 31, We4 Many NIKE athbetes break NFL records this
woanon: Cris Carfer, single seasan recaptions with 122. Jerry Rice with 135 carser souchdowns
Art Monk has the alf-time recegtion record in consecufive gomes. Son Frantisco quarierback
Steva Young is the Leogue's MYP ond Super Bawl bound, Barry Sanders fokes OHensive Player
of the Yeor, Deion Sanders is Defensive Player of the Tear. And Marsholl Foulk grobs Reokie
of the Yeor JANUARY 2. 1995 Pann State finishes the year unbeatsn ond untied, including o Row

Bowh win cver the Cregan Ducks. Florida Stote alia wins, deleafing thir archrival Fleside

Gators in the Sugar Bowl, All four feams wear NIKE. saMUARY &, 1993 Andre Agas & o (he MIKE

World Campus whare ha soges the Andee Agansi Laak-Alike Consest. Thirty-fires Agasi wanna
be's shave their heads in support of the new Andre  samuany & 1993 Aflanvio Howks banch boss

Wilkany sty all

MBa record for cooching wins |73%) surpos

Lenny g the mark

held by Red Auerboch. sasuary 7, 1995 The Toronke Street Budy team i1 cheistened as the

nawest MIKE NHL STREET program. About 2,400 youths from & to 16 will compate in the Taronta

groswoat trest hockey lsogue.  JANUARY &, 1903 Mlo Homm recerves the pres

Brodarick Award as the fop female college athlete of the yeas, ! fime @ voccer ployer
hos won. AAMUARY 9, 1995 In Portgal, Emmanus| Amu is nomed the Alricon Player af the Year
1994 by the Cantederanion Afriomine de Foatboll Technical Commitiions: JAMUARY 10, 1903
n Kooyang, Korea, Pele Sompros giver o spaciol dreg-in clinic 1o the young participants in
MIKE's Internahional Tennjs comp. JANUARY 13, 1903 Portuguese runner Pouls Guerra is the
nowas! NIKE endorsse in frack and fisld. and is the new leader in the Cros-Counfry 1AAF

World Challenga  sanuaxy 1, 1993 Tim Raines, All-Stor cutfislder for the Chicage White Sox,

IAHUARY 3, 1998 It's the Ninany Lions of
Pann State and the Unbvarsity af Oregan
Ducks in the Ress Bowl, o win-win
seanario for NIKE who provides uniforms
or footwear lor both teams. Designing
mam and sideline apparsl puts the HIKE
Swoosh all aver tha fleld. In all, 24 of
the best collsge foatball teams and 23
of the winningest college Baskeiball
teams will wear NIKE-designed game
uniforms next seosen. This authentic
oppronch to college sports apparel is
the result of NIKES Organized Team
Sparts (O8] group. The sale of licensed

goods reloted to the: om relation-

ships has made NIKE the 2 licansar in

college sporis appa up from 224 in
just one year. This incredible growth

is but one story in tha world of MIKE

opparal and accessories, With glebal

rovanues up 19%, the NIKE Apparal Divi-
slon toppad 5897 million in FY ‘95, The
atretegy for FY 796 (s simple . . . 10 digirs.
Clds Webitrer, siperstaar foruward, in e gume
nariform NIKE e

devigned by T3 fhr

Uniivwrainy of Miclnigan.



officially christens the NIKE PLAY. court at the Chicago's BBR Youth Center. JANUARY 18, 1995
NIKE Japan consumers, the lkedas, love NIKE products so much they name their baby boy
Nike. JANUARY 21, 1995 The first NIKE Road Race takes place in Vifa del Mar (the coast of Chile)
on a 6K circuil. JANUARY 24, 1995 NIKE Japan donates 93,000,000 YEN worth of
NIKE product to earthquake victims in Kobe. saNuARY 27, 1995 Romario returns to Brazil 1o lay
down the first stone for a house for homeless children. The center will be called Romarinho
(named after his son) and will provide shelter for homeless children between 7-17 years old.
JANUARY 29, 1995 Andre Agassi wins the Australian Open. So does Mary Pierce, the first-ever
female Grand Slam winner to outfit herself head-to-toe in NIKE product, JANUARY 28, 1995
NIKE sponsors the Samsun Cup, the biggest indoor meet in Hungary, the first time NIKE has
sponsored an event in Eastern Europe, where sales nearly tripled in FY ‘95, JANUARY 29, 1995
Super Bowl .. . NIKE's Steve Young . . .six TDs. . . leading rusher.. . MVP . . . not your average Joe.
JANUARY 30, 1995 NIKE announces two exclusive licensing agreements with H.H. Cutler Co. and
Jantzen for children’s apparel, swimwear and related activewear. JANUARY 31, 1995 “Track &
Field News” issues its women’s world rankings and Athlete-of-the-Year balloting. NIKE is every-
where: Maria Mutola, 800M; Svetla Dimitrova, 100M hurdles; Jackie Joyner-Kersee, long jump;
Uta Pippig, marathon; and Jackie Joyner-Kersee as Athlete of the Year. FEBRUARY 1, 1995 In
Denver, Utah Jazz guard John Stockton breaks the NBA's all-time assists record. FEBRUARY 2, 1995
NIKE and VSI, formerly Voit Sports, announce an exclusive licensing agreement to develop
and market NIKE Sport Balls. FesruaRrY 3, 1995 Liz Dolan (Marketing VP) is presented with
the 1995 Woman of the Year In Sports Award given by Sporting Goods Business and co-sponsored
by The New York Times and the International Sports Marketing Association. FEBRUARY 6, 1995
The American Foundation for the Blind gives NIKE the 1995 Access Award for its creation
and distribution of the Braille “Just Do It* poster. fEBRUARY 10, 1995 Michael Johnson wins
the 400M at the Reno Air Games. It is his 38th consecutive 400M win, and his first world
record. FEBRUARY 14, 1995 Air Jordan shoes are sold in Eastern Europe for the first fime.

It won't be the last. FeBrRUARY 15, 1995 Phil Knight presents leading money winner Peter

JANUARY 17, 1995 NIKE will provide foot-
wear and apparel for 12 teams in the
Chinese Basketball Association. The move
heralds NIKE’s focus on international
sports marketing, providing culturally
relevant athlete relationships that bring
NIKE into the hearts and minds of
participants and fans everywhere. In
Germany, Borussia Dortmund wins the
Bundesliga Soccer Championship. Spain’s
Alberto Costa is named Rookie of the
Year on the ATP Tennis Tour. Shane Warne,
one of the best bowlers in cricket, is a
national hero in Australia. Aborigine
track star Cathy Freeman brings home
gold from the Commonwealth Games.
Uta Pippig, born in East Berlin, and
Kenyan Cosmas N’deti combine for five
consecutive wins at the Boston Marathon.
It is these relationships, this building
of an emotional infrastructure, that posi-
tion NIKE as the authentic, athletic
leader in global sports.

Hideo "The Tornado” Nomo spans three

decades, o continents aid one ocean with

o single wined up.




FEBRUARY 28, 1995 The new NIKE Customer
Service Center in Laakdal, Belgium,
ships a record 95,000 units in one day.
At $138 million, the 750,000-square-feet
facility represents the biggest non-
acquisition capital investment in NIKE
history. Capable of storing 6.5 million
units of apparel and 5 million pairs
of shoes, the system is set to deliver
expedited service of all NIKE product
throughout Europe by the end of the
current fiscal year, ultimately replacing
the distribution capability of 32 sep-
arate warehouses. With 11 kilometers
of conveyors and 26 cranes roaming
the high bays, the NIKE Customer
Service Center is the most sophisticated
delivery system of its kind. A highly
automated, paperiess operation, it pro-
vides unmatched operational efficiency,
product delivery and responsiveness to
consumers and retailers anywhere in
Europe. Typical NIKE performance.

The NIKE Customer Service Center in

Laakdal, Belgium, is large ... really buge ...

and big enough .., for now.

Jacobsen with a NIKE Champions jacket in celebration of his victories at the Pebble Beach
National Pro-Am and the Buick Invitational of California. rFeBRUARY 17, 1995 Andre Agassi
appears on “Late Night With David Letterman”. Letterman’s people request the video of NIKE
employees shaving their heads in support of Andre’s new look. FEBRUARY 22, 1995 NIKE and
PLAY. send 1,600 kids from the Miami area to the University of Miami basketball game
against Seton Hall. FEBRUARY 25, 1995 Spanish tennis player Carlos Cuadrado (12 years old) wins
the European Championships Under 12 in Aurey, France. FEBRUARY 27, 1995 NIKE Australia
launches the new cricket footwear line to a packed house of retailers. Sales for NIKE Australia
will finish up 12% on the year. FEBRUARY 27, 1995 NIKE releases a new commercial featuring
an HIV-positive runner. Some like it. Some don’t. We love il. FEBRUARY 28, 1995 Karen Smyers,
the 1994 Female Triathlete of the Year, signs with NIKE. Smyers, according to “Triathlete Magazine!
“is easily the top female American triathlete of the last half-decade.” mareH 3, 1995 Boston Bruin
power forward Cam Neely makes his debut in a NIKE commercial on ESPN. Allegedly, the
commercial was filmed using a Cam Cam. MARcH 4, 1995 Michael Johnson and Lance Deal
break their world indoor records at the USA/Mobil Chumpionships in Atlanta. Johnson wins
the 400M in a time of 44:63 (.34 seconds off his old mark). Deal takes the 35-pound throw
and $40,000 for the Grand Prix tile. MARCH 5, 1995 NIKE's Rolando Vera of Ecuador wins
the rain-soaked L.A. Marathon in 2:11:39, followed by NIKE's Bob Kempainen at 2:11:59
MARCH 7, 1995 Dennis Rodman of the San Antonio Spurs leads the NBA in rebounding by
more than four boards a game over his next closest competitor. It's gotta be the hair. MARCH 14,
1995 Alonzo Mourning takes time off between games to visit the Thompson Children’s Home
in Charlotte, where he hands out NIKE PL.AY. T-shirts and caps. MARCH 15, 1995 In Hong Kong,
the NIKE Ironman Triathlon Challenge raises HK$50,000 for the Society for the Promotion of
Hospice Care. MARCH 16, 1995 Third-quarter revenues top $1 billion for the first time. Earnings per
share grow to $1.29 compared to $.85 last year. Global Futures orders are up 37%. MARCH
26, 1995 This time, Andre Agassi defeats Pete Sampras at the Lipton Championships, his 47th

win in his last 51 matches, giving Agassi a 2-1 edge against Sampras this year. MARCH




MARCH 19, 1994 He’s back. His return in
Indiana draws one in eight Americans
to the screen. It’s his love of the game
that compels him to play, to compete.
Though his impact on NIKE is unmis-
takable, NIKE basketball is enjoying
full-court momentum long before the
return of its most famous pltl'syer. In FY
‘95, NIKE basketball alone, including
footwear, apparel and accessories, gen-
erates enough revenue to make it the
4th biggest sports and fitness com-
pany in the world. A broad base of
product concepts and players drives the
machine: League veterans and new
heroes provide continuity as the game
grows into the next century; uniform
and footwear partnerships with the
best college teams put the best young
players in NIKE gear; NIKE clinics, camps
and tournaments forge an intimate link
to the basketball community. We know
the game. We have the players. We
b;.lild the product. And that’s enough.

Fhe wortd s mrost femons athlete vetirns to

e gerie e loees.

30, 1995 The NCAA Tournament sees 29 of the 64 men’s teams, and 24 of the 64 women's
teams in NIKE shoes. APRIL 1, 1995 Germany's 6'7" Florian Schwarthoff, a world-class hurdler with
a personal best of 13:13 for the 110M, is a new representative for NIKE, APRIL 4, 1995 The Los
Angeles Times “Body Watch” section features Mark Covert wearing NIKE Air Max? Light shoes
and a “Just Do 1" T-shirt on the front page. Covert has the second-longest running streak in
history, covering 26 years and over 109,000 miles. APRiL 8, 1995 The 1995 National College
Cheerleading/Dance Championships are held in Orlando, Florida. Fifteen of 19 Division |
squads wear NIKE. APRIL 9, 1995 Nearly 5,000 kids attend the Pete Sampras clinic in Barcelona,
Spain. Pete later holds a press conference, with a television audience of over 4.5 million
people. APRIL 10, 1995 The U.S. Men’s National Soccer Team is at the NIKE World Campus for
workouts, exhibition matches against Canada, a brown bag lunch with employees, and a
free clinic for employee children. APRIL 11, 1995 At the annual convention of the Exercise
Association of England, the Instructor of the Year award goes to NIKE's Sally Brooks. apRiL
15, 1995 At the Boston Marathon Expo, NIKE shocks the industry when it launches the Air Rift,
a running shoe with a split toe. Runners love it. APRIL 16, 1995 NIKE runners Cosmas N'Deti of
Kenya and Uta Pippig of Germany repeat as winners of the Boston Marathon. (Three in a row
for Cosmas; two for Uta.) apriL 20, 1995 A NIKE official, if there is such a thing, announces
NIKE's sponsorship of the U.S. Men's National Soccer Team. APRIL 23, 1995 In Taiwan, the
1995 NIKE Just Do It Road Race draws a record-breaking 5,000 runners, including 2,000
parents and kids who participate in the PLAY division. APRIL 25, 1995 Hideo Nomo, the Los
Angeles Dodgers rookie pitching sensation, becomes the first native Japanese to play in the
American major leagues in three decades. APRIL 25, 1995 NIKE announces it will award $150,000
in cash grants to Americorps fo fund sports and fitness opportunities for kids in New York, Los
Angeles, Chicago, Aflanta, Portland and Memphis. APRIL 26, 1995 Picabo Street, Olympic
downhill silver medalist and 1995 World Cup downhill champion, is now a NIKE athlete. ApriL 28,

1995 In Budapest, NIKE-sponsored Banon-Honved wins the Hungarian Division | National

Basketball championships. APRIL 29, 1995 The NIKE “Power Play” Street Hockey Challenge
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FINANCIAL HISTORY

i disseniads, el s inios it sl Shsinms ol i)
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Yiwrr Banadoat Mary 31:
Revenues $4.760.834  $3.789.668 53930984 $3.405.211 53.003.610 $2.2i5.244 S$L710.803  $1,20§.948
Gross margin 1895554 LafRa4y Lidsepr L3i6aa2 Li53.0%0 85 i3 Jo0.060
Gross margin % 9 A% 0.4 19. 38 7% kg 3 = 43.2%
Net income 299,664 298,784 365 329.218 187,046 L 95 167,047 101,695
Net income per common share 544 396 -7 4.3 377 3 2.22 135
Average number of common and

common cquivalent shares 73.503 75416 7 76.602 76,0 75.668 75044

sh dividends declared per common shase 0.95 .y .59 0.2 38 0.27

Cash low from epemtions 284,913 ST 405 g 435,838 trizz 127,075 169,441
Price range of common stock

High 745 3 % 19 %

Low 53t 3 3 1 11%s

A My 3.

Cash and cquivalenis .07 s 8816 5 290284 2bmege s ugfag S o4 S 85749
Inventorics 629. 470,025 192986 471200 586594 222,924

Working capital 938,393 L208448 1165204 94,201 P

Total assets 5042745 373815 2,186,269 7 123 3 824,216

Long-term debt 10,565 . 15,083 59,47 . 34,051
Redecmable Preferned Stock 00 300 200 3
Common sharcholders’ equity 1.964.682 . 1632819 1318488 1020582 g 558.597 408,567
Year-end stock price PO 7. wh 15 15 124
Market capitabization at May 31 35 £.499.273 g 2.995.018 1,417,381 899,741

Finunctal Ratios

Return on equity ; 7% ] 3 343% 274

Return on asscts 3 % 3 ) 5.3 20.8% 16.7%

Inventory tuens 3 43 i 3 3 9 50
Current ratio at May 31 . s 5 3 . 3 29 22
/Earnings ratio 3t May 31 4 5 . 5 . 56 9.0

rerfrinic Retwnios:
Tnited States 52997965 $2.432.68; $1.528.848 32,270,880 s2.141.461  sL7ss. 1,562,148
Europe P80 444 927,269 nolidd 684.747 34,27 241,380
Asia/Pacific §15.6¢2 285,421 178196 3 56,298 12,027
Canada. Latin America, and other 266,574 146204 ihasy OIS rgna6y 16141 75,248
Total Revenues sprbofie  SEo¥nEES sperosdy  SLgUSHT $2,003.600  S226.044 S1710,803  S1L205.440

_— - ——
All per comutian share amounts have been addfusied 19 feliect the 2Hor-1 siock split paid Octaber 5, 1990, The Company’s Class I8 Cammoi Stoxh i listed on the New York and
Pacifec Exchanges and trades under the symhol NKE AU 31,1995, there were approximately 6000 sharcholders Yeaes 1993 anid prior have heen restated 1o refleet the
inplenicntation of Steswst of Fnancial Accosnting Samdard No. 109 - Accountiog for Invemse Tenes (see noies | and 6).

31




MANAGEMENT DISCUSSION AND ANALY SIS

i

1T

Fiscal year 1995 was a record year, with milestones schieved for almost all income statement categories:

* Revenues exceeded $4 billion for the first time. increasing approximatcly $1 billion, up 25.6% over last year and 21.1% over the previous high in fiscal
year 1993.all four quarters excecded $1 billion each in revenues for the first ime in the Company’s histary.

* Gross margins extablished 3 new recond, increasing 5% over the previos high of 39.3% achieved in both 1994 and 1993

+ Sclling and administrative costs decreased 3% as a percent of revenues from the previous year.
+ Netlncome rosc to a record $3997 million. an increasc of 33.8% over fiscat 1994 and 9.5% over the previous record established in fiscal 1993 Duc (o the
share repurchase program. caralngs per share jncreases were cven higher with 37.4% and 14.8% increases over fiscal 1994 and fiscal 1993, respectively.

* ‘e monentum appears to continue with record futurcs orders for the next six months of $2.5 billion reparted, up 35% over the prior year.

RESE ERATIONS

Significantly higher revenucs and improved gross margins. along with a reduced perecatage of revenues In sclling and adminisieative costs,
were the primary factors in the record results for fiscal 1995 as compared to 1994. Fiscal 1994 cxperienced the first dectine In seven years primarily
a5 a result of decreased revenues and increased selting and administrative cxpenses as comparcd with the previous record year in fiscal 1993, During,
1995.3hc Company wis able to galn marhct share in the United States (US.) in spite of 4 rather mature market, where fndustry sources expected only a
310 5% market growth rute. The Company believes this was 1 result of bort superior design and products, expansion of product categories and infensive

marketing efforts. The Company’s internatlonal markets are I

s maturc than In the U.5. and offer more potential for growth. Accordingly, the
Company has continued to invest in intermational infrastructure in order (o capitalize on this potenifal and bas seen higher sclling and admipisteve

expenses as 3 resull. Through its aggressive worldwide marketlng ¢fforts and global infrastructure spending, the Company §s positioning itsclf 10

continie to expand markets and gain market share on a worldwide basis,

The Company expericnced revenue growth in fiscal 1995 across all of the breakout categories (see charn), with the mast significant inceesse in
US. footwear, which grew $440.5 millinn, or 24%, as 4 result of 225 more pairs shipped at 2 2% Increase in average selling price per pair, Men's basketball

business continues to dominate the category with revenues up 12% for the year Womer

tacss grew 265, women's sport was up 45% and outdoor ncreased

48% over the prior year. Inter:

ional brand revenues also increased significantly, growing $360 million, or 275 as a result of a $246.1 million (25%) increase

in international footwear revenues and 2 $113.9 million (32%) increase in | apparel revenues. International revenues were increased 7% as a

result of the fos

h currency translation impact. While European revenues remained refatively constant in spite of decreases in France and Germany,

the Asia Pacific and Americas regions were up substantially with 81% and 61% increases. respectively Asia Pacific growth was primarily a result of Japan

and newly owned NIKE Korea, while the Amcricas region was up primarily as a result of newly owned NIKE Agentina and jmproved

revenues in Canada. U S apparcl revenues rebounded strongly, up $85.4 million (25%).and other brands — which includes Cole Haan? Tetra Plastics, Inc.,

Sports Speclaltics Corp.and newly acquired Canstar Sports Inc. — grew $85.3 million p

arily duc 1o the addition of Canstar.

The 4% decline in scal 1994 revenues was atiributable 10 decreases in sales of U.S. and international footwear and U apparch.The 5% LS footwear
decrease was a result of & 2% drop in pairs shipped and a 3% decline in average sclling price per pair,and was attributed primarily to a 22% eeduction
in busketball category revenues offsct partially by gains in cross-tralning, outdoor and women's fltness catcgories. International decreased as & restlt

of reduced foorwear reventies offset slightly by increased apparcl revenues. The decline was a result of poor ¢conomics In Europe. This was par

Iy
offsct by growth in revenucs from Asiz Pacific and Larin Amcrica, with the largest centriburor being the addition of NIKE Japan in the thicd
quaricr of fisca) 1994.

The breakdown of revenues follows:

1t thrsnd e

United States footwear 32,509,400 51,865,900 )% s1.968.500 3%
Unicd States apparel 428,900 i 34,500 16) 160.500 (2}
Total Uniies Staics 24 2,207,400 w 1,129,000 '
International footwear 2 998,200 ) 1,049.100 21
ternational apparel 358,800 2 361100 32 )
Total Internationil 7 1357.000 [$) 1402,200 24
O 348 225,300 3 199,500 26
Totsl KIKE T ;75%70@— (4% 53,911,000 5%

Gross margin increased 10 39.8% in fiscal 1995 as compared 10 39.3% in both 1994 and 1993. Gross margin improvement can be attributed (o strong
consumer demznd for NIKE brand products (tesulting in tower closcont levels and incressed reventics to cover fixed aperating costs), internally
controlled close-ont distributlon. a solid inventory position and strong inventory management.and the Company'’s Innovaiive advance futures order
program. Fiscal 1995 margin was up acrossall footwear and apparct categories except for certain other brands. Similarly, 1994 margin was up in the NIKE

brand categorics. reduced by margins in other brands. International margin sncreased in 1995 over 1994 and 1993, where improvement was noted in the

second half af 1994 as 3 result of Jower closeouts and improved inventory position over the first half of 1994 2nd ll of 1993.The Company continucs to
place strong cmphasis on Invenfory management, mioimiziog foreign exchange risk,and production sourcing in order t maximize gross profit

Tot) sclling and admintsirative expenses as a percentage of revenues decreased 10 25.4% as compared 10 25.75 $n 1994 and 23.5% in 1993.
The reduction can be auributed primarily o the increase In revenues. The Ingrease in absolute dollas 1erms was pmardly a result of U.S. marketing. new

NIKE-owned izrics and Canstar nd i infrastructore expenses. The INCrease In 1994 over 1993 was attributed to new NIKE-

owned internatlonal operations and planned growth in international infrastructure The Company plans o continuc 10 Invest In growih oppartunitics

d woridwide markcuing.

Comsolidated Interest expense increased approximately $9 million ax 2 result of significant operational and Investment cash nevds financed with short
term borrowings. During the prior year, the Company was in & high net cash position that resulted in lower short-term operating borrowing nceds. and
the Company also reduced its long-term debt with the repayment of $50 million in long-term notes at the beginning of fiscal 1994

Other (income/expense rose $3.5 million in expense over 1994 primarily as a result of increased goodwill amortization and additional non-recurring

specific obligations related to the shutdown of certain (acilities in conjunction with the consofidation of European warchouses discussed in the prior

year.These were offset pastially by increased interest income resulting from higher interest rates and excess cash in the first half of ihe year

The effective tax rate decreased 10 38.5% from 39.1% in 1994 and 38 6% in 1993 The decrease wis primarily the result of lower taxes provided

on non-U § carnings Fiscal 1994 effective rate increased due 1o the U S, federal tax increasc of 1%, which was applied retroactively,and the Company’s

1o deferred

ncreas

subsequent implementation of Financial Accounting Standards Board (FASB) Statenient 109, which required the application of the 1

taxes.This increase was partially offsct by the Company's decision to permanently reinvest more foreign carnings overseas, reducing tax expense by

(he U.S. tax previously recognized. The Compsny anticipates the effective mic for fiscal 1996 will approximate the sae for 1995.




Worldwide orders for NIKE brand footwear and apparel scheduted for dellvery between June and November, 1995, are approximately $2.5
bitllon, 35% higher than such orders In the comparable period of the prior year. These orders arc not necessarily Indicative of total revenucs for the
subscquent periods because the mix of advance orders and ~a1 once™ shipments may vary significantly from quarter 10 quarter and year (o year,
Additionally, 2s international operations continue to shift 10 3 greater emphasis on futures orders, this mix may again vary. Fnally, exchange rate fluctos-
tlons can also causc differences in comparisons.

The Company operates globally. glving risc to exposures of market risks from changes in forcign currency exchange rates. The Company s

highly liquid forcign curreacy spot, forward and purchascd optioas with high credit quality financial institutions in order to minimizc the effects
of fluctuations on the Company's foreign currency transactions. The Company only transacts foreign exchange contracts to hedge underlying economic
exposures and does not transact in derivatives for trading or speculative purposes. Where possible, the Company oets its forcign exchange exposures to
take advantage of natural offsets that occur in the normal course of business. Firmly committed transactions are hedged with forward exchange

contracts. d, but not yet firmly ed transactions, may be hedged through the use of purchased options. Additional information

concerning the Company’s hiedging activitics is presented in Note 14 to the Consolidated Financial Statements.
The results of operations were favorably affected by weakening of the U.S. dollar in comparision to foreign currencies. Generally, a weaker U.S. dotlar
will result in higher translation of operating results in these financial statements than would a stronger U.S. dollar

The Company’s international operations are subject 10 the usual risks of doing bus

ness abroad, such as the imposition of import quotas or
anti-dumping dutics. In this regard, the European Union (the "EU”) has Imposcd quotas that restrict the Importation into the EU of certain footwear
manufactured in The People’s Republic of China (the "PRC). Such guotas are applicable throughout all of thie Member States that comoprlse the EU.
While such quotas have required the Company to limit the quantities of foorwear sourced in the PRC.they included an exemption for higher value special

techsology sports footwear and have not had a materlal adverse Impact on the Company’s bustness.

In February, 1995. the EU Commission, at the request of the European footwear inltiated two anti-dumpting
covering certain footwear imported from the PRC, Indonesia and Thaland The investigations expressiy exclude certain athletic footwear (as defined In
the Notices of Initiation of Ant-Dumping Procecdings). The Company belleves that most of Its footwear sourced In the target countrics flts within these
exclusions and, therefore, that 1t will not be materially affecicd by thesc investigations, However, to some degree, the language of the exclusions §s
not sufficiently precise to preclude the possibility of varying Interpretatlons by the EU Commission and the nationat customs authorities of the Member
States (¢ g. 45 10 the meaning of terms such assports footwear” or “footwear designed for 4 sporting activity™).As of the end of the 1995 fiscal year. the

Company is unable to predict the likellhood that the EU Commisslon will ultimately Imposc antl-dumping dutles on any of the footwear covered by the

investigations, or the amount of any such duties.If the E: Comméssion were to Impose such dutics on some of the Company’s footwear,it (s possible that
the Company would consider shifting some production to other countrics in order to malntain competitive prices. The Company believes that it iy
prepared 10 deal effectively with any such dutics that may arise and that any adverse Impact would be of a short-term nature.

The Company continues to closely monitor international trade restrictions and 1o develop contingency plans.The Compuny believes that its major

competitors would be similarly impacted by any such restrictions,

(HAIHTY AND CAPITAL RESOURCES
“The Company’s financial position remains extremely strong at May 31,1995 Total asscts exceeded $3 billion for the first time and sharcholder's cquity
Increased $224 million to approximately $2 billion. Cash and equivalents decreased $303 million (58%) primarily as a result of the purchase of Canstar

in the amount of $409 million and Increased operational cash needs, Working capital decreased $270 milllon as a result of increased notes and accounts

payable and accrued liabilitics, lower cash and equivalents (as discussed previously), offset by increased [nventories and accounts recelvable, The

Company’s currens matio was 1.8 at May 31,1995, comparcd to 3.2 at May 31, 1994, deereasing primarily duc ta the addition of NIKE-brand subsidiarics

with assets substantially cquivalent ta liabllitics and the use of cish to purchase Canstar. converting 4 current axset (cash) ta long:-Lerm assets
Inventory leveds have Increascd $160 million since May 31, 1994, primarily duc to the addition of Cansias and new NIKEbrand subsidiaries. Us.

footwear and apparel and internatlons) Inventorics 2iso increascd in anticlpation of the high level of futures orders for the next quarter. Accounts

well as the addition of

reccivable increased $350 million (50%) duc to the high level of fourth Guarter revenues (§1% higher than the previous year) as
NIKEbrand subsidiaries and Canstar.

Cash provided by operations was $255 million in 1995 compared to $576 million and $265 million in 1994 and 1993, respectively The increase in 1994
was a result of decreased Jnventory levels, offset partially by decreases in net income and non-cash charges.

Additlons to property, plant and equipment for fiscal 1995 were $154 million, with the most signi ¢ related to the

of European footwear warehouses. Total property, plant and equipment increased in excess of this amount duc 10 Canstar and new NIKEbrand
subsidiarics, Additions 1o property. plant and equipment of $95 miliion and $97 million in fiscal 1994 and 1993, respectively, were related to the
cxpansion of existing 15, headguarters and U, and International warchousc facilities 10 xatisfy increased capacity needs, along with investments in

management information systems and new NIKE retail location: capital for fiscal 1996 $177 million, with the

primary components consisting of the continucd consolidation of European footwear warchouses and expansion of NIKE TOWN retail locations.
Funding Is expected 1o be provided primarily by operations

Current liabilitics increased $546 million, with a significant portion of the increase duc (o the addition of Canstar and new NIKE-brand subsidixrics
which added operatiogally related debt, Including notes and accounts payable and accrued labllitics. Additionally, operating cash needs increased due
10 the high level of revenues and orders, comblied sith the reduction in excess cish which was used to purchase Canstar.

Additional investing activities In 1995 included the acquisition of Canstar and certain snternationad distributors, including Korea, and in 1994 inc luded

the acquisition of NIKE Japan.

During fiscal 1994, the Company announced that the Exceutive Committec of jts Board of Dircctors. acting within limits set by the Board, authorized

4 plan 10 repurchasc 2 maximum of $450 million of NIKE Class B Common Stack over i period of up to three years. Funding has, and Is expected 10
continuc 10 come (rom operating cash in potential combination with necasional short or medium-term borrowings. The timing and the amount of
shares purchased will be diclated by working capital necds and stock market conditions. As of May 31,1995,1be Compaay had repurchased 1.9 million
sharcs 1t a total cost of $282.9 million.

Dividends per share of common stock for fiscal 1995 rosc $.15 over fiscal 1994 10 $.95 per share. The Company has declared a dividend in every
quarter siace February 1984. Based upon current projected carnings and cash flow requirements. the Company anticipates continuing a dividend and
reviews the amount at the second-quarter board meeting. The Company’s policy continues to tanget an annual dividend in the ringe of 15% to 25% of

trailing rovelve-month earnings.

The Company’s commercial paper program, rated A1 by Standard and Poor's Corporation and P1 by Moody's Investors Service. requires the support

of committed and uncommitted lines of credit. There was $118,609.000 outstanding under this program at May 31,1995 and no amousts outstanding

at May 31. 1994, y, no amounts were at May 31.1995 and 1994, under a commitied $300 million multiple option credit facility.
(See Note 4 of the Consolidated Financial Statements for further detalls concerning the Company's short-term borrowing.) NIKE's debt-to-equiry ratio
was 0.6:1, 0.4:1 and 0.3:1 at May 31, 1995. 1994 and 1993, respectively.

Management belie

s that funds gencrated by operations, together with currently svailable resources, will adequately flnance anticipated fiscal

1996 cxpenditures, with the potential exception of the stock repuschase progrsm discussed above.



FINANCIAL REPORTING

contalned in this report The financial statements have been prepared

Managenient of NIKE, Ing.is for the and
In conformity with the generatly accepted accounting principles we considered appropriate in the circumstances and Include some amounts based

©on our best estimates and judgments. O1her financial Information in this report s conslstent with these financial statements.

The Company’s accounting systems include controls designed 1o reasonably assure that assets are from uscor

th generally accepted accounting principles These systems are supple-

and which provide for the preparation of financial statements in conformi
mented by the selection and trataing of qualified financial personne) and an organizational structure providing lor appropriate segregation of dutics.
An Internal Audit department reviews the results of its work with the Audit Committee of the Board of Dircctors. presently consisting of three outside

dircctors of the Company. The Audit Committee i responsible for recommending 1o the Board of Dircctors the appointment of the independent

accountants and reviews with the independent accountants, managenient and the internal audit staff, the scope and the results of the apaual

examination, the effectiveness of the accounting control system and other matters relating to the finanviat affaits of the Company as they deem

The i and the internal auditors have full access 1o the Committee. with and without the presence of manageoent,

1o discuss any appropriate matters.

REPORY OF INDEPENDENT ACCOUNTANTS
Portland, Oregon
July 6, 1995
To the Board of Direclors and
Sharebolders of NIKE, Inc.

1n our oplnion, the accompanytng consolidated batance sheet and the related consolidated statements of income. of cush flows and of sharcholders™

cquity present fairly. in all material respects the financial position of NIKE. Inc. and its subsidiaries at May 31,1995 and 1994, and the results of their

operations and their cash flows for each of the three years (n the period caded May 31,1995, in conformity with generally accepted accounting principles,
These financlal statements arc the responsibility of the Company’s management; our responsibllity s 1o express an opinion on these financial statements
buscd on our audits We conducted our audits of thest statements in accordance with generally accepted auditing standaeds which require that we plan

and perform the audit 10 obtain reasonable assurance sbout whether the finzocial statements ure frec of matcrial missatement. An audit includes

examining. on 4 test basls, evidence supporting the amounts and disclosures in the financial statemems, assessing the accounting principles used and

slgmificot estimates made by management. and cvaluatng the overall financial statement presentation. We belleve that our audies provide a reasonable

basls for the opinion cxpresscd above.

s Clotoiroene AAF



NIKE, INC.

(0 thoseesmite. et por

My 31

Revenues

Costs and expenses:
Costs of sales
Sclling and administrative
Interest expense (Notes 3.4 and 53

Other (income)/expense. net (Nates 1.9 and 10)

Incame before income taxes

Income taxes (Note 6)

Net income

CONSOLIDATED STATEMENTS

OF INCOME

B ™

547608354 53,780,668

2,865,280 2301423
1,209,760 97+4:099
24,208 15,282
2z $.270
4110 3299074

649,864 490,594

0200 1gn.don

5 199,665 5 298704

Net Income per common share (Note 1)

Average number of common and commen equivalent shares (Note 1)

S 54 8 396

73,503 75,456

The accompanying notes o consoifdated financiat statements are an integrat part of this statement
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s

$3.930.984

3,336,468

2,386,993
922,261

25,739

1475

394:516
229,500

$ 65016

§

4.74

77.063

NIKE, INC.

tin thessanisy

CONSOLIDATED BALANCE

SHRELT

May 41 1995
Ruse'ls
Current Asscts:
Cash and equivalents s uboy s 58816
Accaunts receivable, less allowance for doubiful accouncs
of $32.663 and §28.291 053,237 703,682
Inventories (Note 2) 629742 70,021
Deferred income taxcs (Note 6) 72.857 17,603
Prepuid expenses 7421 40,307
Toal cusrrent avsces - T T
Property. plant and cquipment. net (Notes 3 and 5) 554879 105,645
Identifiable intangible asscts and goodwill (Note 1) 495,907 163,036
Other assets 46,031 J4.503
Total assets Shigroas | Sni7idls
Liabifithes el Siar  Eoquity
Current Liabilities:
Current portion of long-term debt (Note 5) s ey s 57
Notes payable (Note 4) 397,100 127.378
Sccounts payuble (Note ) 297,656 210576
Acerued biabilitics 345,224 181,889
Income taxes pavable 35,612 18,287
Total current liabilitics 1.107.545 $61,987
Long-term debt (Notes S and 13) 10,565 12,364
Non-current deferred income 1axes (Note 6) 7 18,228
Other non-current liabilities (Note 1) 41867 39.987
Commitments and contingencics (Netes |1 and 1) —_ —_
Redoemable Preferred Stock (Note 7y 300 100
Sharcholders” equity (Note 8)°
Common Stock at sLited value:
Class A canvertibic - 25,895, tnd 26,679 sharcs asanding 55 5y
Class B - 45,550 and 46.521 shares outstanding 2,698 2,704
Capital in excess of stated valuc 112436 ro8.284
Forcign currency transtation adjustment 158 (15.121)
Retained carnings 187,85 1644925
"~ Toulsharcholders equity 1964,689  1.740.949

Total liahilitics and sharcholders” equity

$3 042,745

e notes

fmanctat e an integral part of 1hes statement.
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NIKE, ITNC. CONSOLIDATED SYATEMENT OF CASH FLOWS NIKE, INC. CONSOCLIDATED STATIEMINY OF CASH FLOWS

(im thousande) (oo thassands)

il M i 3 . ko i i

Cash provided (used) by operations: - pplemental disclosure of cash flow of information:

Netincome $399.66¢ 5 298,794 3365.016 | Cash paid during the year for:

Income charges (credits) not affecting cash: . Interest (net of amount capitalized) s 20,200 s 11,300 $ 20,800
Depreciation 783 b4.531 40,393 Income taxes 285,400 139,800 235,200
Deferred income taxes and puschased tax bencfits (24,668) (21.876) PRI = — T—

Other non-cusrent liabilies (n359) (5.588) 19,857 Supplomeatal schedule of mon-cash investing solviies:
Amortizatlon and other .125 $,067 12,95 The Company had « like-kind exchange of certain

Changes in certain workiog capital components: cquipthehd doring he pean s Billow s
(increase) decreasc in nventory (69.678) 160,823 (97.471) Cost of old cquipment - s 24.057 -
(Increase) decrease in accounts receivable (501,648) 23.979 (62,538 Accasisni depeeciion - (ry.502) -
(Increase) decrease In other cuerent assets (10.276) 6,488 Guasp) | Cash-eeceived - o2 -
Increase (decrease) In accounts payable. accrucd L ok vake of o aiiel FR]

liabilities and income taxes payable 172,638 40,845 (32,083} :

e R - The Company acquired new NIKE subsidiarics

_ Cash provided by operations 254,913 576.463 265,202 during the year as follows:

Cash provided (uscd) by investing activitics Assets acquired = $124.966 =
Additions to property, plant and equipment (154,125) (95,266) (o7.041) Lesstcash paid _ Gisit) _
Disposals of property, plant and cquipment 011 12650 5,006 -

Acquisition of subsidiaries: % Lisndiied mwmcd — = = i o B =
Identifiablc intanglble assets and goodwill (345.901) 2,185) (52.003) Toe wecompanying notes to consoltated financta statements are an iutegral part of this statement.

Net asscts acquired (34,1197 (1,367) (25,8583

Additions to other non-current assets (6,260) (5.450) (3.036)

T Cashused by nvestng acuvities (581,194) (91.618) (72932)

Cash provided (used) by figancing activities: i
Additions to longtcrm debt 2971 6,044 1,536
Reductions in long-tcrm debt jacluding current portion (39.804) (56.986) G.817)

Increase (decreasc) in notes payable 263,874 (2.939) (2,017)

Proceeds from excrcise of options 154 4,288 7,085

Repurchase of stock (142.919) (r40,104) —

Dividends - common and preferred (65,418 (60,282) (33.017)

Cash provided (used) by financing activities 24.858 (249.979) (52,260)

Bffoct of cxchange mte changes on cash - (122 (3347 (8,867

Net (deereasc) increase in cash and equivalents (302,745) 227532 e

Cash and equivalents, beglnning of year $18.816 291,284 260.050

Cash and cquivalents, end of year s 216,071 s jr8.816 $291.284

The ing notes  pranciad state s an fntegral part of tbis statement.
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NIKE, INC. CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY NIKE, INC. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

i e maiie} B 1 NOTE | = SUN ARY OF SIGNIFICANT ACCOUNTING POLICTES
- Foreign
Basis of consolidatlon:
Common Stock Excess  Currency
PPy ——BmB  OfStaicd Transhion Retalned The consolidated financial statements include the accounts of the Company and fis subsidiarles. Al significaat intercompany
Shares  Amount Shares  Amounts  Value  Adjustment  Earnings Total and balaaces have been climinated. To facilitale the timely ion of the financial the accounts of certaln jnternational
™ 9 s161 afger 5706 $03.799 % 686 s1.230.126  $1,328.488 1 operations have been coasotidated for fiscal years cnding In April.
Stock optlons exercised 542 2 652 9854 Recognition of revenues:
Conversion to Class B Common Stock (228) @ 28 2 - Revenues recognized Include sales plus fees carped on sales by licensces.
Translation of statements of
International operations (8.476) 18,476 Advertising:
Net incoie 365,016 365,016 Advertising preduction costs arc expensed the first time the advertisement is rug. Media (TV and print) placement costs asc cxpensed in the manth
Dividends on Redcemable Preferred Stock Gea) (o) the adverlising appears.
Dividends on Common Stock (6831 (56833 Cash and equivalents:
E . 26.601 59 2720 108451 (r.700) 1539279 1642819 i Cash and equivalents represent cash and shortt¢rm, highly liquid investments with original maturitles three months or less.
Stock options exerciscd i 6,288
Inventory valwation:
version te Class B Common Stock (12) — 12 - —
CORTARIH (fass B Commor 3 loventories arc stated at the lower of cost or market. Cost bs determined using the tast-in. first-out (LIFO) method for substantially all U.S. inventories.
Repurchase of Class B Common Stock (2,819} (17) (64547 (133.633) (150,104}
International Inventories are valued on a first-in, (icst-out (FIFO) basis.
Translation of statements of
international operatians (ra31) (7.338) Property, plant and cquipment and depreciation
Net income 298.794 298794 Property, plant and equipment are recorded at cost. Depreciarion foe financkal reporting purposes ks determined on a straight-line basts for bulldings
Dividends on Redeemable Prefesred Stack (ol (3) and leaschald improvements and principally on a dectining balance basts for machinery and equipment, hascd upon estmated useful lives rnging from
Dividends on Common Stock (59,4850 (59,450 | three to thirty-two years
Ladarre Y 6,67 0,527 2704 108,284 (15,0230 1.644.925 1740949
! By 31 R AR e o it ot S = Identifiable Infangible assets 2nd goodwill:
8 8956
Stock options exercised Wy S g 75 At My 31,1995 and 1994 the Company had patents.indemarks and other deniifiable inangible asscis with a valur of $200,369.000 and 511,738,000,
Conversion to Class B Common Stock (7847 1) 254 4 - respectively. At May 31, 1995 and 1994 the Company’s excess of purchase cost over the falr value 1o net assets of businesses acquired (gondwill) was
— c (4.8 (138,406, 142,920) |
Repurchasc of Class B Comman Stock (z.130) (1) (4.800 38.106) (1429 $338,560.000 and $182,212,000, respectively. Identifiable intangible assets and gosdwill are being amortized over their estimated useful lives on
Stock issued pursuant 10 straight-llne basis aver flve to forty years, Amortization expense was $13.176,000, $8,409.000 and $5.863.000 for the years ended May 31, 1995,
contractuzl obtigations 134 1 9,999 10,000
1994, and 1993, respctively. Amortization i included in other ing P Accumulated i was $43,022.000 and $30.914.000 at
Translation of statements of
International apcrations 16,708 16,708 31,1995 and 1994. respeciively. Intangible assets arc periodically reviewed by the Company for fmpalrments where the fatr valuc is less than
Net income 399.663 399.664 the carrying value.
Dividends on Redeemable Preferred Stock o) (s0) Other non-current liabilities:
Dividends on Common Stock (65,658 (€5.635) Other non-current liabilities inclide amounts with setilement dates beyond one year.and are primarily composed of lopg-term deferred endorsement
ats May 31, 19 25,895 s155 45,550 $2,698 $122,430 sr.g¥s sn&izdis  s1969.68 payments of $26.893,000 and $33.586.000 21 May 31. 1995 and 1994, respectively. Deferred payments 10 endorsers relate to amounts due beyond contract
e termination, which arc discounted at vasious fnterest mates and accrued over the contract period.
Yoo accompanying notes 1o consoltdated financtal statements arc an futegral part of this stajement,



Endorscment contracts
Accounting for endursement contracts Is based upon speciflc contract provisions. Generally. endorsement payments are expensed unlformiy over
The term of the contract after giving recagnition ta periodic performance compliance provisions of the contracts.

Forcign curcency transtatlon:

arc Included in the currency translation

Adjustments resulting from translating farclgn funcrlonal currency financial statements into U.S. doilars

adjustment In sharcholders’ equity.

Derivatives:
“The Company cnters into forcign currency coniracts in order to reduce the impact of certain forcign currency fluctuations. Firmly committed irans-
actlons are hedged with forward exchange conteacts.Anticipated. but not yet firmly committed, transactions may be hedged through the use of purchased

options. Galnx and losses related to hedges of firmly committed 1ransactions are deferred and are recognized in income or as adjustments of carrying

amounts when the hedged transaction occurs. Prepiiums paid on purchased options arc Included in other asscts and are recogaized in income in the

same period as the hedged 1rnsaction. Sec Note 14 for furiher discussion.

Income taxcs:

expected to be repatriated. The Company Intends

Invome taxes are provided currently on financtal statement carnings of

tw determine anpuzlty the amount of undistibuted intermnationsl camings 10 invest i y in Its i £
1n June 1993, the Company adopted Statement of Financixl Accouniing Standards No. 109.Accounting for Inconte Taxcs (FAS 109).The adoption of

st and lability approach. Previously

FAS 109 changes the Company's method of accounting for income taxes from the deferred method (APB11) 0 an
the Company deferred the past 1ax cflcts of timing differences between financial reporting and tixable income. The asset and lability approach requiscs
the recognition of deferred tas liabilitics and assets for the vxpected future 1ax consequences of temporary differences betwern the carrying aniounts

3nd the tax bases of other assets and lbilitics. See Note 6 for further discussion.
Net Income per common share:

Netincome per common share js computed based on the welghted averige aumber o common 4nd comsnon cquivalent (s1ock opiion) shares
outstanding for the periods reported.

Reclassifications:

Atation. These changes had #o impact on previously reported results

Certain prior year amounts have been reclaxsified ta conform to the 1995 pr

of aperations or sharcholders” cquity.

N

Inventorics by major classification asc as follows:

Cin thsandds)

194
Finished goods s61.521 5465.005
Work-in-progress 2064 2915
Raw materials 2,157 2,043

$629.742  8470,02§

The excess of replacement cost over LIFO cost approximated $19,512,000 at May 31,1995, and $19,367,000 at May 31,1994, During 1994, certain inventory

quantitles were reduced resulting in liquidations, which wese not matcrial, of LIFO inventory quantitics carried at differens costs prevalling in prior years

3 compared with the cost of those years' purchases

NOITE 3 - PROPERTY. FLANT A

13 EQUITPMENT
Property. plant and cquipment Includes the following

(in thouan

Land s 68.107 s 59,761
Bufldings 224,586 154231
Machinery and equipment 470,422 317,782
Leaschold improvements 63,716 54.383
Constructiog In process 64,387 52,428
Spr.2ry 639,085

Less accumulated depreciation 336.334 235,240
554,878 $405,545

Capitalized interest expensc relating 1o construction of the Company’s world headquarters and other projects wis $261,000,$270.000 and $767.000

for ihe fiscal years coded May 31,1995, 1994 and 1993, respecitively.
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NEITE 4 - SHORT-TERM BORROWINGS AND CREDIT LINES

below:

Notes payahic ta banks and interest bearing accounts payable o Nissho Iwai Ame rican C (NIAC) are

(i tisowsanidsy

May 4

Borrowings Interest Rate Borrowings Interest Rare
Banks:
U.S. Operations §118.6og = 5 6.462
International Operations 278,401 £ 118,916
= su{zlao_ 127,378
NIA $129,480 4% $118.274

31,1995 and 1994, NIKE had no outsianding borrowings under its $300 million unsecured multiphe option facility with sixteen banks.

which macures on November 30, 1997, This agreement contains optional barrowing altcenatives consisting of 3 camunitted revolving loan facillty
and & comperitive bid facility.The Interest rat charged on this agreement is dotermiacd by ihe borrowing optian and under the commiticd revolving
loan facllity is cither the Prime Rate or London Interbank Offcred Rate (LIBOR) plus .30%. The agreement provides fr annual fees of 125% of the

total commisment. Under the agreement. the Company must malntaln, among other things. certain minimum specificd financial mtios and

batances. Domestic subsidiaries had $0 and $6.462,000 outstandiog at May 31, 1995.and May 31, 1994. under unsceured,
shortterm eredit agreement

Ratings for the Company 10 Issue commercial paper, which #s required to be supported by commiticd and uncommitted Ynes of credit. arc
A1 by Standard and Poor's Corporation and P1 by Moody’s Invesior Service. At May 31, 1995 there was $118.609.000 owtstanding and st May 31, 1994
there were no amounts ovlslanding under Ihese armngements

s outstanding loans at interest rates at various spreads above the banks’cost of funds for fismncing Intcraauonal operations. Cerln

The Company
of these loans can be secured by accounts receivable and inventory.

The Company purchases through NIAG substantially all of the athletic footwear and apparet It acqulres from non-U.3. supplices.Accounts payable
{0 NIAC are generally due up to 115 days after shipment of goods from the forcign port. Interest on such accounts payable accrucs at the nincty day

LIBOR ratc as of the beginning of the month of the invoice date. plus .30%.

NOTE § - LONG-TER

{ DEHT
Longerm debt includes the follawing,

(in thousands)

10.4% senior secured note s22.244 $ -
9.43% capital warehousc Jease, payable in quarterly instaliments through 2007 9.078
Other 11,186
Total - 42,508
Leas current maturltics 31943 3.857
10,565 12,364
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The senior secured note was acquired in connection wiih the acquisiton of Canstar and was liquidated subscquent ta yearcnd. Amounis of long-tcem

maturitics in each of the flve fiscal years 1996 through 2000 espectively. are $31.943,000, 51,606,000, 51,402,000, 31,130,000 and $956.000

VOTE f - INCOME TAXES
Income before Income taxes and the provision for income txes arc as follows:

o thesssarste)

ar v A =

Income before income taxes:

United States 3467.548 $318,367

Forcign 182,316 172,207

$649 804 $490.504 S594. 516

Provision for income taxes:

Current:
Uaited Sates
Federal sip22;  s1zr8r  s126,071
State 34,764 23,852 26,425
: Foreign 75:963% 64.054 74.566
s282.855 209.758 217,362
Deferred:
United States
Federal (25.689) (12.931) 1241
sune (2.430) 1,868 1229
Forcign £4.536) (3.159) (8p2)
(326550 (17.958) 8
$260. 300 s191.800 $229,500

Ducing fiscal 1994 the Company permancntly reinvested approximately $56.000,000 of its undistributed international carnfags in certaln inter-
nattonal subsidianics This resulted in 3 reduction of $12,800.000 In the 1994 provision for deferred Income taxcs.

On August 10, 1993, the Omnibus Budget Reconciltation Act of 1993 was signed into law, raising corporate mies 1%.This resubted in an Increase of
approximately $7.200,000 in tax expense, computed as the impact of the 1% applicd retroactively to earnings from January 1,1993.and also 10 deferred
taxes in accondance with FAS 109,

‘The Company adopted FAS 109 during the first quarter of fiscal 1994, The Company has eleered (o report the cumutative effect of the Fas 109 adoption
a5 of May 31,1987, The cumulative eflect of $3,207.000 has been recorded 3 3 reduction in commvn shareholder's squity for vach of the years sbsequent
101987, There was no impact on the fesulta of operitions previously reported for the ycars 1987 through 1993.The adoptlon of FAS 109 lad no ctfect on

income twxes, the provision for ingomie ¢ 31,1993

and the effective tax rates for the years ended 3

As 0f May 31,1995, the Company has utilized all foreign tax credits.



Deferred tax Habliities (asscts) are compriscd of the following:

(in thousands)

May 31
Tndistributed carnings of foreign subsidiatics s 18.165 § 16,405
Acquired tax benctits 4229 5584
LIFO Inventory 2,087 2504
Acquisition basis adjustment 1281 1961
Depreciation g0t 2,896
Reserves and accrucd Uabilisies 3158 332
Inventory reserves 567 L7#d
Other 490 ra3
" Gross deferred cax labilities 33377 32009
Allowance for doubtful accounts (7.952) (6.795)
Inventory reserves (11.645) (3,070
Deferred compeansation (10.221) (6.724)
Reserves und accrued fiabilities (36.335) (10.592)
Tax basis Inventory adjustment (8,852) (7.100)
Depreciation (1,796} (1.408)
Other [exTry (5.694)
Gross deferred tax asscls (88,245) (51.384)

${54,845) $(19.375)

A reconciliation from the 11 5, statutory federal Income tax ratc to the effective income 1ax rate fallows:

& 1 May Al
U.S.Federat statutory rate 35.0% 3.0
Stare Income taxes, nt of federsl bencfit 32 33
Tax bencfit from permancat reinvestment

of foreign camings - (2.6) -
Impact of ratc Increasc - s -
Other,net N 2.0 13

Effcctive income tax mtc 385w 39.0% 356

Dusing 1982, the Company purchascd future tax beneflts for $15.277.000.Tax henefits of $4.229.000 in cxcess of the purchase price have been

recognized as of May 31,1995 and are classiflcd in non<current deferred Income taxes.

NOTE El RED STOCK

Nissho [wai American Corporation (NIAC) is the sole owner of the Company's

uthorized Redeemable Preferred Stock, $1 par value, which is
redecmable at the option of NIAC at par valuc 4ggregating $300,000.A cumulative dividend of $.10 per sharc Is payable annually on May 34 and no
dividends may be declarcd or pald on the Comman Stock of the Company unless dividends on the Redoemable Preferred Stock have been deciarcd and

pald In full There have been no changes In the Redeemable Preferred Stock n the three years ended May 31.1995.4s the halder of the Redeemable
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Preferred Stack, NIAC does not have general voting rights bug does have Ihe ARNE IO vote as 2 separate class on the sale of all or substantially 1 of the

asacts of the Company and Irs subsidiarics. on meng or

of the Company or on the sale or assignment of the NIKE
trademark for athictic faotwear sold in the United States.

NOTE § - COMMON STOCR

The authorized number of shares of Claas A Common Stock e par value and

s B Com

n $10ck no par value are 60.000.000 and 150,000,000,
respectively.

ach share of Class A common Stock Is convertible inta one share of Class F Common Stock. Votlng rights of Class B Commaon Stock are
limited n ce

sin circumstances with respeet to the election of directors.

The Company's Employec Incentive Compensation Plan (fhe= 1980 Plan”) was adopled in 1980 and expired on Decemiyer 31 1990.The 1980 Plan
provided for the Issuance of up to 3,360,000 sharcs of the Company’s Class B Cammon Stock in conaection with the exerclse of stack options granted
vnder such plan, No further grants will be made under the 1980 Plan,

In 1990, 1he Board of Dircetors adopted. and the sharcholders approved. the NIKE. Ing. 1990 Stock Tncentive Plan (the 71990 Pl

").The 1990 Plan

pravides for the issuance of up (o 4,000,000 shares of Class B Common Siock in connection with stock options and other awards grnted wnder such

plan.The 1990 Plan aushorizes the grant of inceniive stock options, nop-statutory stock uplivns, stock appreciation rights. stock bunuscs.and the sate of
restricted stock. The exercise price far incentive stock options may ot be lexs than the fair markes value of the underlying shares on she date of gram

The exercise price for non-statutory stock options and stock appreciation rights.and ihe purchase price of restricted stock, may 008 b less than 75% of
the fair market value of the underlying shares on the date of grant. No consideration will be paid for stock hunuses awarded under the 1990 Plan. The
1990 Plan is administesed by a committee of the Board of Directors. The committee has the authority 1o determine the employecs to whom awards will
be made. the amount of the swards. and the other terms and conditions of the awards As of May 31,1995, the committee has granted substantiatly al
nomstatutory stock options at 100°% of fair market value on the date of grant under the 1990 Plan.

The following summarizes the stock option trnsactions under the 1980 Plan and 3990 Plan for the three hscal ¥

s ended May 31.1995:
Shares Option Price
(in thoussnds) Per Share($)

Optinns outstanding May 31, 1993 475 fo $213

cised 475 10 56.25
Surrendercd (101} 20.41 10 Sa13
Granted

492 s0.13 1o 6 8§

Optlons outstanding May 31,1994 4.75 1o 56.88

Exercised 4.75 40 6o.50

surrendered
Granted

37.625 10 59.75
58875 10 74.875

Options outstanding May 31,1995, 153 o 74.575

Options exercisable at May 31:
1994
1995

917 475 t0 3815

Lots 155 10 6050

tn addition 10 the option plans discussed previensly, the Company has several

creements oulside of the plans with certain dircetors. endorsers

and employees, As of May 31,1995, 1,018,000 options with ¢xcrcise prices mnging from $.417 per share 10 $76.25 pee share had been graned . The



SKRFCEAIE compEnsation €xpenses related 10 these agreemcnts ix $5,670.000 and s being amortized over vesting periods from October 1980
through October 1998 The outstanding agreements expirc from February 1998 hrough September 2005

The following summarizes transactions outside the option plans for the three years ended May 31,1995

Shares Option Price
(in thousands) Per Shase($)
Optlons outstanding May 31.1993: 265 4.7 1o 76.25
Exerciscd [z} 4.75 10 12.50
Surrendercd (20) 78.75 10 76.15
Granted 30 48.43 10 $1.00
Options sutstanding May 31,1994 269 4.75 10 s1.00
Exercised (18 4.75 10 38.25
Surrendered - -
Granted = -
Optians outssanding May 31,1995 251 475 10 5625
Options excreisabie at May 31:
1994 195 4.75 1o 56.25
1995 297 4.75 fo 56.25

NITE

BENEFIT PLANS

The Company has a profit sharing plan available to substanially all employces.The terms of the plan call for annual contributlons by the Company
as desermined by the Board of Ditectors, Contriburions of $11,200,000, $4.500,000 and $10.300,000 10 the plan are included in other expensc In the
consolldated financial statements for the years ended May 31,1995, 1994 and 1993, respectively.

The Company has  voluntary 401¢K) employce savings plan.The Company matches a portlon of emiployee contributions vesting that portion

over § years. Company contributlons (o the savings plan were $3.363.000. $3.508,000 and $3,150,000 for the years ended May 31, 1995, 1994 and

1993, respectively

NOT INCOME/EX PENSE, NET

T
Included in other Income for the years ended May 31, 1995, 1994 and 1993, Is Interest Income of $26,094.000, $19.064.000 and $15.377.000.

respectively, During the two fiscal years ending May 31. 1995 and 1994 the Company recognized $11.412,000 and §7.060.000. respectively in non:

recurring specific obligations associated with the shutdown of certaln facilitics in conj with the ¢ of Europcan

I = COM,

NUTE MENTS A

The Company leases space for its offlces, warchouses 3nd retail storcs under lcases expiring from on to fliteen years sftes May 31.1995. Rent expense

apgregated $43.506,000, $37.677.000 and $33,195.000 for the yeurs ended May 31, 1995, 1994 and 1993, respectiely. Amounts of minimum future
annual rental commitments under non-cancellable operting lascs in each of the five flscal years 1996 through 2000 are $41.062,000. $42.572.000,
$38,544,000.$34.955.000. $ 24,689,000, respectively,and $237.699.000 In Jater years

Lawsuits arise during the normal course of busingss. In the opinion of m3nagement, nonc of the pending lawsuits Will result in a significant

Impact an the consolidated results of operations or financil pesition.

NOTE 12 - ACQUISITION OF CANSTAR SPORTS INC
During the third quarter of fiscal 1995, NIKE acquired all the outstanding shares of Canstar Sports Inc.. the world's largest hockey equipment

The W

for uing the purchase method of accounting. The cash puschase price, including acqusition costs,
was approximatcly $409 million.

Canstar’s assets and Habliities have been recorded in the Company's consolidated balance sheet at thelr fair values at the acquisiiion date. identifizble

The
amortization peelod is based on NIKE's belief that the comblned company has subsiantlal porcntial for achicving long-term appreclation of the fully

Intangible asscts and goodwill relating 1o the purchase approximated $336 million with estimated uscful lives ranging from 10 to 40 years.

integrated global company. Canstar will permit the continucd cxpansion of the eurrent tines of business, as well as the development of new businesse:

which ¢an be used to strategically cxptoit the companics’ brand names and products on an accelerated basis. NIKE believes that the comblned company
will benefit from the acquisition for un tndeterminable period of time of at least 40 years and that therefore a 40-year amortization period fs appropriate.

The proforma effect of the acquisition on the combined results of operations was not slgnificant.

N

§ = FAIRVALLIE €

FINANCIAL INSTRITMENTS

The carrying amounts reflected In the consolidated balance shect for cash and cqui and notes payabke

fals value as reported
in the balance sheet because of their shor maturitles. The fair value of lang-term debt is estimated using discounted cash flow analyses, based on the
Company’s incremental borrowlng ratcs for similar types of borrowing arrangements. The fair value of the Company's long-term debt at May 31, 1995,

Is approxinatcly $9,891,000, compared 10 a carrying value $10,565,000. Scr Notc 14 for discussion of dertvatives.

NOTE 14 - FINANCIAL RISK MANAGEMENT AND DERI

TIVES.

The purpose of the Company’s foreign currency hedglng activitics is o protect the Company from the risk that the cventual dollac act cash inflows
resultiog from the sale and purchase of products In foreign currencies will be adversely affected by changes In cxchange rates The Company docs
not hold or issuc Anucial instruments for trading purposes. i s the Company's poticy 10 uritize derivative Grancisl instruments 1o reduce foreign
exchange risks where inteenal netting strategics cannot be effectively cmployed. Fluctuations in the value of hedging instruments are offsct by

fluctuations in the salue of the waderlying cxposures belng hedged.

The Company enters into forward cxchange contracts to hedge certain firm purchases and sales‘commitments and purchases currency options to
hedge certain anucipated but not yet fimly committed transactions deaominated in forcign currencics. Premiums paid on purchased options are
included in other assets and Nabllitles and recognized in carnings when the future obligation beiog hedged is recognized. Deferred gains and losses on

forward excha

e contracts arc recognized In camings when the future purchases and sales beiog hedged are recognized.

The estimated fair values of denvatives used 10 hedge the Company's rlsks will fluctuate over time. The fair value of the forward exchange contracts

is estimated by obtaining quoted market price

The fair value of option contracts is estimated using option pricing models widely used In the

financial markets. These fair valuc amounts should not be viewed in Isolatlon, but rather in refation to the fair values of the uaderlying hedged trans.

actions and the overall reductlon In the Company’s exposure to adverse fluctuations in foreign exchange rates. The notional amounts of derivatives
summarized below do not necessartly represent amounts exchanged by the parties and, therefore, are not a direct measure of the exposure of
the Company through #ts usc of derivatives. The amounts exchunged are calculated on the basis of the notional amounts and the other terms of

the derivatives, which relat to Interest rates. cxchange rates or other Anancial indlces.



The following table presents the aggregate national principal asounts, carrying values and fair values of the Company’s derivative financlal

instruments outstanding at May 31,1995 and 1994 (in millions).

— May 31, Ut Ay 51199
— Notional Notional
Principal Carrying  Fair Principal  Carrying  Fair
Amounts  Valoes .\’)lu('\ Amounts  Values Values
Forward Contracts: smw6.z (s 220 (313.8) 3376.7 § — (s13.2)
Purchased Options 615 14 3 = = —
B s7687 (s 8)  (stng) si67 s — (s13.2)

Total
Net unrealized losses deferred at May 31, 1995 and 1994 weee approximately $11.4 and $13.2 million, respectively.At May 31,1995 and May 31,1994,

the Company had no conracts outstanding with maturities beyond one year.
The counterparties (o derivative transactions are major financial institutions with Investment grade ot hetter eredit matlngs: however. the Company

1 in such contracts should any of these

Is cxposcd 10 credit risk with these institutions. This eredit risk (s generlly limited (o the unrealized ga

blished strict credit s which arc

counterpartles fall 1o perform as contracted. To manage i risk, the Company has
My, the Company utidizes a portfolio of financial

contigualiy monltored and reported to Senfor . according to guidelines. Addit

imstitutions either headquartered or operating in the same countries he Company conducts its business.As a result, the Company considers the risk of

counteeparty default o be minimal.

NOTE 15 - INDUSTRY SEGMENT AND OPERATIONS BY GEQGRAPHIC AR

gment. that being the design, productlon, marketing and selling of sports and fitness

The Company operates predominantly In one industry »

footwear, appase] and aceessarics. During 1995, 1994 and 1993, alcs to one major customer amounted to approximatcly 14% of total sales In thosc years.

The geographic distibutions of the Company’s dentifiable assets. operating income and revenues are summarized in the following tbles.

52

Revegues from unrclated entitics

i
United States $2,997.865  s:432.68¢  s2.528848
Europe
pe 280,444 927,269 1.085.683
Asla/Pacific $15.652 285421 178,196
Latin America/Canada and other 266,874 146,294 138257
sq.700454  $3.789.668  $3,930,984
Inter-geographic revenues:
Unlted Statcs $6396 8 ss90 s 338
Europe =
Asla/Pacific =
Latin America/Canada and other 24,764 8,092 9.350
s gaibe S nél2 s 1n93
Total revenues:
United States $3.004,260  $2.436.274  SLSIn431
E
uropc 980,444 927,269 1,085,683
Asta/Pacific 15,452 283421 178,196
Laun Amcrica/Canada and other 292,638 154,386 147,607
Less inter-geographlc revenucs (32.160) (11,682) (12.953)
54,760,834 84,789,668 $3.950.954
Operating Income
United States s so1,685 $ 344,032 5 qoregd
Europe 113.800 124.242 177,716
Asia/Paclfic 64.168 46,753 36,624
Latin America/Canada and other 37,721 19,141 28,612
Less carporate, Interest and other income (expense)
and elimfnations (67.510) (g4074) (49.532)
5 649,504 5 490.594 5 504,516
Asse
Unlted States SL425,932  SLITL94E  $1.347.507
Europe 851,468 487,085 429,660
Asia/Pacific 306,390 197,067 67,868
Latin America/Canada and other 183,263 79,549 o212
Totat identifiablc assets 247,053 1,935,649 1.905.247
Corporate cash and cllminations 195,692 438,166 282,216
Total assets 52373815 $2.137.463

$3.142.745
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LOCATIONS

WORLD HEADQUARTERS
One Bowerman Drive
Beaverton, Orcgan 970056453

UNITED STATES SALLS AND

DISTRIBUTION CENTERS
8400 Winchester Bivd
Memphis, Tennessee 38125

5151 Shelby Dr.
Memphis, Tennessee 38118

27255 5.W Boones Ferry Road

Witsonvillc, Orcgon 97070
EUROPEAN HEADQUARTERS

Marathon 7

1213 PD Hilversum

The Netherlands

CENTRAL EUROPEAN HEADQUARTERS
NIKEGmb.h.
Donau Busincss Cir
388 Jandelskai/C-42
1020 Vienna, Austria
CANADA SALES AND MARKETING OFFICE
NIKE Canada Lid.
2445 Canoc Avenue
Cogquittam, British Columbix
3K 649

ASLA/PACIFIC HEADQUARTERS
Suite 1401-8, South Tower
World Financial Center
Harbor City, Canton Rd.
Tsimshatsul, Kowloon
Hong Kong

LATIN AMERICAN HEADQUARTERS
Onc Bowcrman Drive
Beaverton, Oregon 970056453

NIKE. Inc. designs and markets 2 wide varicty of
athletic foorwear. apparel and related flems for
competitive and recreational uscs.

NIKE has attained its premicr position In the

ndustry through quality production, lnnovative
products and aggressive marketing.

The NIKE name and Swoosh Design” are

registered trademarks of NIKE, Inc.

NIKE, Inc.is an equal opportunity employer.
21995 NIKE, Inc.
Printed in USA.
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SHAREHOLDERS’ INFORMATION

ANNUAL MEETING

invite sharcholders t attend our Annual Meeting on Monday.
Scptember 18,1995 at 10:00 am. a¢ NIKE World Headquarters, One
Bowerman Drive, Beaverton, Orcgon 970056453, A formal notice of the
Annual Meeting, togethes with the proxy statesnent and proxy casd, will b
mailed (0 sharcholders,

INDEPENDENT ACCOUNTANTS
Price Waterhouse
121 S Morrison, Suitc 1500
Porttand. Orcgon 97204

HEGISTRARAND STOCK TRANSFER AGENT
First Chicago Trust Co.of New York
PO.Box 2500
Jersey City. NJ 07303-2500
(201) 324-0498

PUBLICATIONS
Copies of the Company’s Form 10-K or Form 10-Q reports fted with the
Securitics and Exchange Commission arc available from the Company without
charge To request a fax copy, please call 1-800-764-6453 or writc 1o NIKE's
Investor Relations Department at the World Headquarters address above.

DIVIDEND PAYMENTS
Quartcrly dividends on NIKE common stock, when declared by the Board of
Dircctors,are paid on or sbout July 2,0ctober L, January 3,20d April 1.The
Company docs not currently offer a dividend reinvestment program.

INVESTOR INQUIRIES
Securities analysts.investment managers and others secking information
about the Company should write or call NIXE' Invesior Relations Department
at the World Headquarters address, 1-800-422-6453.

OTHER SHAREHOLDER ASSISTANCE
Communications concerning shareholder address changes, stock transfers,
changes of ownership. Jast stock certificates, payment of dividends, dividend
check replacements, duplicate mallings. or other account services should be
directed to the Company's Reglstrar and Stock Transfer Agent at the address or
telephone number above

CORPORATE GIVING PROGRAM
KIKE' JUST DO [T Fund supports unique educational programs for inner-cly
youth. Detailed information on the program may be obtained by calling
(503) 6713637 or writing to NIKE. Inc. JUST DO I Fund, Attention: Public
Affairs at the World Headquarters address.

NIKEBLAY
ELAX. - Participate In the Lives of America’s Youth - is NIKE inslative to
support the rights of kids everywhere 10 get and stay actlve. BY €ncouraging
activism at all Jevels, NIKE aims to provide opportunitics and facilitics for
Kids 10 pursue the fitness and fun they deserve.To learn more about BLAY.
call 1-800-929-PLAY.
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