


TO OUR SHAREHOLDERS:

USUALLY, WHEN MICHAEL JORDAN STEPS INTO THE PHONE BOOTH HE COMES OUT AS SUPERMAN. THIS TIME, HE FOUND

HIMSELF IN A PHOTO BOOTH. HIS SURPRISE IS REFLECTED ON THE COVER OF THI5S ANNUAL REPORT.

THERE WERE A LOT OF OTHER PEOPLE WHO GOT CAUGHT IN THE SAME BOOTH THIS JUNE. THEY REPRESENT THE 4,500 PEOPLE

WHO CREATE NIKE SHOES, CLOTHES AND ACCESSORIES. THEY BRING THEM TO MICHAEL JORDAN, BO JACKSON, ANDRE AGASSI,

85 MILLION OTHER PEOPLE AROUND THE WORL

IT IS NOT A SIMPLE PROCESS.

OVER THE PAST SEVERAL YEARS, THIS INDUSTRY HAS GROWN DRAMATICALLY. TODAY’S ESTIMATES PLACE IT AT ABOUT $5 BILLION

WHOLESALE COMPARED TO ROUGHLY $1 BILLION WHEN | STARTED IN THE BUSINESS 25 YEARS AGO. WITH THE INCREASE IN

SIZE HAS COME A GREAT DEAL OF MEDIA ATTENTION AND ATTEMPTS TO CAPTURE THE ESSENCE OF NIKE OR THE INDUSTRY IN

A 30 SECOND NEWS STORY OR A ONE-PAGE RESEARCH REPORT. ALTHOUGH TO SOME IT MAY APPEAR YO BE A SIMPLE INDUSTRY,

SUCCESS WITHIN IT IS COMPLICATED BY THE HUGE HUMAN FACTOR. THE INDUSTRY DEFIES AUTOMATION. IT IS NOT A SINGLE

PRODUCT MODEL, NOR A SINGLE MANAGER, NOR ONE AD, NOR A SINGLE CELEBRITY, NOT EVEN A SINGLE INNOVATION THAT

IS THE KEY TO NIKE. IT IS THE PEOPLE OF NIKE AND THEIR UNIQUE AND CREATIVE WAY OF WORKING TOGETHER, THAT HAS

BROUGHT OUR SHAREHOLDERS EARNINGS INCREASES OF OVER $140 MILLION DURING THE LAST TWO YEARS.




DESCRIBING HOW 4,500 PEOPLE AROUND THE WORLD COORDINATE THEIR EFFORTS DAY BY DAY IS IMPOSSIBLE IN A SHORT

DOCUMENT LIKE THIS ANNUAL REPORT. INDEED, THE DAY WE ARE ABLE TO DESCRIBE IN A FEW PAGES HOW WE DO WHAT WE

DO WILL BE THE DAY WE LOSE OUR SPONTANEITY AND INNOVATIVE EDGE. IT 1S AS MUCH AN ART AS IT IS A SCIENCE.

| WANT TO SINGLE OUT ONE OF THE 4,500 IN PARTICULAR. HE IS RICHARD K. DONAHUE, NIKE'S NEW PRESIDENT AS OF JULY

1. HE IS A LAWYER FROM LOWELL, MASSACHUSETTS AND HAS BEEN A NIKE BOARD MEMBER FOR THE PASY 13 YEARS. FOR THE

PAST THREE YEARS, HE HAS BEEN NIKF'S . HE 1S PICTURED IN THE ADMINISTRATION
AND OPERATIONS SECTION OF THIS REPORT. HE'S THE SERIOUS ONE, SECOND FROM THE LEFT, APPROPRIATELY ENOUGH. | HAVE

FOUND HIM TO BE A KIND OF ADMINISTRATIVE GENIUS, JUST WHAT THE COMPANY NEEDS-THE MAN TO BRING DISCIPLINE

AND EFFICIENCY AT A HIGH LEVEL TO MAINTAIN A PROPER BALANCE WITH ALL THE CREATIVITY WE HAVE TO OFFER.

ON THE FOLLOWING PAGES, WE USE THE PHOTO BOOTH TO GIVE YOU A FEEL FOR YHE REST OF THE PEOPLE THAT MAKE THE

COMPANY RUN. MANY COMPANIES HAVE DONE THIS, BUT THEY ALWAYS SHOW THEIR EMPLOYEES IN THREE-PIECE SUITS OR

HIGH HEELS. OUR PHOTOS, IN MARKED CONTRAST TO THE TRADITIONAL, WERE YAKEN AFTER FIVE INTENSE DAYS OF INTER-

MATIONAL SALES MEETINGS WHEN EXMAUSTION AND PUNCHINESS ARE BEGINNING TO SET IN.

RESTED OR TIRED, INTENSE OR RELAXED, THESE PEOPLE, WORKING TOGETHER, PRODUCED THE FOLLOWING RESULTS FOR FY

1990; REVENUES UP 31 PERCENT TO $2.2 BILLION; NET INCOME UP 45 PERCENT TO $243 MILLION; FUTURES ORDERS UP 38

PERCENT IN U.S. FOOTWEAR, 27 PERCENT IN U.S. APPAREL AND 70 PERCENT IN APPAREL AND FOOTWEAR OUTSIDE THE U.S.

ALSO, FOR THE SECOND YEAR IN A ROW, THE PEOPLE AT NIKE GARNERED TOP RAYINGS IN RETAILER SURVEYS FOR OVERALL

10 COMPLAINTS, AND RETURN POLICY.

SERVICE, DELIVERY, POLICY,

FINALLY, AND MAYBE MOST , WE

AN EXCITING WITHIN THE COMPANY DURING THE

LAST FISCAL YEAR. WHILE THE COMPANY’S FIRST SHOE CAME FROM JAPAN AND WE HAVE BEEN SELLING OUTSIDE THE U.S.

SINCE THE EARLY 1970’S, IT WAS JUST THIS YEAR, 1990, WHEN WE TRULY BECAME AN IN'

COMPANY, AS

TO ONE JUST DOING

LY. IT WAS A ATTITUDE ONE COULD SENSE AT THE ANNUAL SALES
MEETING THIS PAST JUNE. THERE WERE NO LONGER TWO CAMPS-DOMESTIC AND FOREIGN. THERE WAS ONE-NIKE. IT CAME
NATURALLY AND WAS NOT FORCED. PEOPLE WERE GENUINELY CONCERNED-TALKING AT LUNCH, AFTER WORK, DURING WORK-
OUTS-ABOUT WHAT WAS HAPPENING IN GERMANY, CHINA, AND MEXICO. THE TALK WASN'T JUST FOR EDUCATION; THERE WAS

A REALIZATION THAT WHAT IS HAPPENING ON ONE CONTINENT HAS AN IMPACT WORLDWIDE. THAT BODES EXTREMELY WELL

FOR THE COMPANY’S FUTURE.

MY OWN VIEW OF THE DECADE AHEAD GOES SOMETHING LIXE THIS: WE STAY PRIMARILY IN SHOES, CLOTHES AND ACCESSORIES,

MARKET AGGRESSIVELY AROUND THE WORLD, AND MAKE A COUPLE ACQUISITIONS DURING THE DECADE WHICH WILL

STRENGTHEN US IN THESE THREE CORE AREAS OF OUR BUSINESS. OUR ACTUAL PLANS ARE A LITTLE MORE DETAILED THAN

THAT, BUT THEIR SUCCESS OR FAILURE WiLL BE DETERMINED BY MANY OF THE PEOPLE YOU WILL MEET ON THE ENSUING PAGES.

WE HOPE YOU ARE ON OUR SHAREHOLDER LIST NEXT YEAR. THERE ARE 4,500 PEOPLE WORKING VERY HARD TO KEEP YOU THERE.

PHILIP H. KNIGHT

ity W S

CHAIRMAN OF THE BOARD AND
CHIEF EXECUTIVE OFFICER



THIS ANNUAL RIPORT 1S ABOUT THE PEOPLE WHO WORK FOR A UNIQUE COMPANY AND HOW THEY WORK TOGETHER TO

PRODUCE OUTSTANDING RESULTS FOR SHAREHOLDERS. TO BORROW A WORD FROM THE WORLD OF ATHLETICS, IT'S ABOUT

T N I7S ABOUT PEOPLE WORKING TOGETHER WITHIN A MATRIX ORGANIZATION. IT'S

ALSO ABOUT A SPECIAL CULTURE, BY Ct VE SPORTS AND THE DESIRE TO WiN.

BEFORE A PRODUCT IS5 BORN, NIKE HAS RESEARCHED WHAT ELEMENTS NEED TO BE INCLUDED FOR ENHANCED FIT AND FUNCTION;

HOW THIS PRODUCT CAN OFFER MORE THAN ITS PREDECESSOR; HOW IT CAN BE THE NEXT STEP IN THE EVOLUTION OF PERFOR-

MANCE F APPARIL AND AND ONE OF THE MAJOR REASONS WE ARE ABLE TO ANSWER THESE QUERIES

UNLIKE ANY OTHER SPORTS AND FITNESS COMPANY IS THE NIKE SPORT RESEARCH LABORATORY (NSRL). SINCE 1980, THE NSRL

HAS CONDUCTED EXTENSIVE STUDIES ON A WIDE VARIETY OF BASIC AND APPLIED RESEARCH PROJECTS, FROM CHILDREN'S

FOOT MORFHDLOGY TO YHE PROBLEM OF TURF TOE IN FOOTBALL TO APPAREL AERODYNAMICS. NSRL ALSO EVALUATES NEW

IDEAS FROM OUR PRODUCT (APE} WHICH WORKS ON LONG-TERM PRODUCT DEVELOPMENTS

THAT OFTEN RESULT IN REVOLUTIONARY INNOVATIONS SUCH A5 THE NIKE FOOTBRIDGE™ STABILITY DEVICE, INFLATABLE FIT

SYSTEMS AND THE 180 NIKE-AIR* CUSHIONING SYSTEM.






THE NSRL AND APE INFORMATION IS THEN USED BY OUR AND TO CREATE THE MOST INNOVA.

TIVE, HIGH-PERFORMANCE PRODUCTS ON THE MARKIT. AS WE MOVE WITH MORE [, THEY WILL

FACE EVEN GREATER DEVELOPMENT AND ENGINEERING CHALLENGES.

FOR PRODUCT DEVELOPERS, THE LARGEST CHALLENGE iS TO DEVELOP NEW PRODUCTS IN A TIMELY AND PROFITABLE MANNER.

IT'S NIKE'S EXPERIENCED AND KNOWLEDGEABLE WHO HAVE IN BEING THE BEST IN THE INDUSTRY

AND GETTING THE JOB DONE SEASON AFTER SEASOM. FOR PRODUCT DESIGNERS, THE CHALLENGE IS TO CREATE FRESH, NEW

DESIGNS THAT CONSUMERS FIND DESIRABLE. THEY WORK WITH MARKETING MANAGERS, ATHLETES AND A VARIETY OF OYHER

SOURCES TO ACHIEVE AUTHENTIC-ATHLETIC AND TREND-SETTING DESIGNS. BOTH DESIGNERS AND DEVELOPERS ARE CHALLENGED

TO XEEP UF WITH THE INCREASING DEMAND FOR NEW PRODUCT. IN SPRING 1991 ALONE, NIKE WILL PRODUCE 650 FOOTWEAR

MODELS, 8500 APPARIL STYLES AND 500 ACCISSORY SYYLES.

ADDITIONAL DESIGN AREAS THAT ENHANCE NIKE'S IMAGE ARE ENVIRONMENTAL DESIGN, GRAPHIC DESIGN AND VIDEO.

THESE ASSIST THE SALES AND RETAIL N AND THE PRESENTA-

TION OF THE PRODUCT TO THE SALES FORCE, RETAILERS AND CONSUMERS. THEY ALSO HELP ENHANCE AMD REINFORCE

NIKE'S CORPORATE IMAGE AT ALL LEVELS-FROM THE DESIGN OF A 50,000 SQUARE FOOT TRADE SHOW BOOTH TO THE DESIGN

OF OUR CARDS-FOR A AND E BRAND WHEN IT COMES TO

PESIGNING FRODULT, VIDEOS, DISPLAYS, OR THIS ANNUAL REPORY, THESE TALENTED EMPLOYEES ARE INSTRUMENTAL IN MAIN-

TAINING NIKE’'S SUCCESSFUL IMAGE ARODUND THE WORLD.
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NIKE’'S PRODUCTION AND FORECASTING TEAM HAS BEEN A KEY ELEMENT IN NIKE'S SUCCESS. THEY HAVE BEEN ABLE TO

FORECAST AND BUILD TO MEET THE DEMAND NIKE HAS EXPERIENCED IN THE PAST THREE

YEARS. THIS TASK WAS NOT ONLY DIFFICULT, BUT FOR MANY OTHER COMPANIES IT WOULD HAVE BEEN IMPOSSIBLE.

THE SPEAK FOR IN FY 89, 41% FROM FY B8 AND ANOTHER

29% IN FY 90. DOMESTIC APPAREL REVENUES GREW 46% IN FY 89 AND ANOTHER 28% IN FY 90.

OF COURSE, AS OUR ORDERS INCREASE, WE NEED MORE FACTORIES TO HANDLE OUR PRODUCTION. NIKE INCREASED THE

NUMBER OF FOOTWEAR FACTORIES WE LSE WORLDWIDE FROM 32 IN 1987 TO 47 IN 1990. NIKE HAS THE MOST DIVERSIFIED

PRODUCTION HASE OF ANY IN THE IN TO KOREA, TAIWAN, THAILAND, INDONESIA, CHINA,

ITALY AND THE U.S.A., OUR HAVE TO INCLUDE MEXICO, MALAYSIA AND ARGENTINA.

OTHER AREAS RELATED TO PRODUCTION AND FORECASTING HAYE ALSO GROWN. COMPONENTS, TRANSPORTATION, SCHEDUL-

ING, QUALITY AND ALL NIKE LIAISON OFFICES BOAST INCREASES IN ACTIVITY AND STAFFING.

COMPARED YO OUR COMPETITORS, NIKE HAS, BY FAR, THE GREATEST NUMBER OF ON-SITE P! SPECIALISTS

EVERY STEP OF THE PRODUCTION PROCESS FROM DEVELOPMENT THROUGH DELIVERY.

HAVING A STROMG PRODUCTION AND FORECASTING TEAM HAS ENABLED U5 TO EXPAND AND FOCUS ON OTHER AREAS WITHIN

THE COMPANY SUCH AS SALES, AND FOR FY 90, IT'S PLAIN TO SEE THIS TEAM 1S SOUID,

GETTING STRONGER AND WORKING TOWARD BEING EVEN MORE POWERFUL AND EFFECTIVE IN THE FUTURE.
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HIKE MAKES EVERY EFFONT TO APPROACH MARKETING IN AN INNOVATIVE WAY. THE TALENTED AND CREATIVE FORCES BEHIND

THE SCENES ARE THE MARKETING MANAGERS WHO SHARE A PASSION FOR THEIR PRODUCT LINES; ATHLETE PROMOTIONS WHICH

SUPPORT AMD ENHANCE THE PRODUCT AT ALL LEVELS; AND RISEARCH AND

PUBLIC RELATIONS. THEIR EFFORTS CAN BE SEEN IN THE PAST YEAR'S OUTSTANDING SUCCESSES.

WE INCREASED OR HELD OLR MARKET SHARE IN NEARLY ALL N L, WE TO BE THE MARKET

SHARE LEADER WITH 46% COF THE MARKET. IN CROSS-TRAINING, NIKE'S SECOND LARGEST FOOTWEAR CATEGORY AND SINGLE

LARGEST WOMEN’S CATEGORY, WE OWN 78% OF THE MARKET. SIDE 1, OUR WOMEN'S FITNESS SUB-BRAND, LAUNCHED A SUC-

CESSFUL CAM I 1990 THAT WILL 85 EXPANDED 1M 1991,

QUR AWARD-WINNING ADVERTISING, CREATED BY OREGON-BASED WIEDEN AND KENNEDY, HAS HELPED TO DRIVE SALES.

AND IN TENNIS THIS PAST YEAR HAVE RESULTED IN A 79% INCREASE IN

CATEGORY REVENUES DURING FY 90. FOR SPRING 1991, THE AIR 180 WILL BE THE CENTERPIECE OF NIKE’S FIRST WORLDWIDE

FRODUCT LAUNCH AND ADVERTISING CAMPAIGH. GREAT STRIDES IN PRODUCT DEVELOPMENT OF OUR WOMEN’S CASUAL FOOT-

WEAR WILL ALSO BE BY STRONG AND FOR 1991.

OUR GOAL IS SIMPLE: TO BE THE MARKET SHARE LEADER AND MOST PROFITABLE BRAND [N ALL 39 FOOTWEAR, APPAREL AND

ACCESSORIES LINES IN WHICH WE COMPETE.
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THE NIKE SALES FORCE DOES MUCH MORE THAN PRESENT NEW PRODUCT AND COMPLETE FOOTWEAR, APPAREL AND ACCESSORY

(ORDERS FOR ACCOUNTS. THEY SUPPLY THE FINAL, MOST SENSITIVE AND DELICATE LINK TO THE CORPORATE CHAIN: ESTABLISH-

ING AND i, LONG-TERM REL WITH QUR 12,000 RETAIL ACCOUNTS. THEIR VALUE TO THE

OVERALL SUCEESS OF THE COMPANY IS IMMEASURABLE.

NIKE SALES THE 300 SALES , RETAIL AND OUTLET STORES, RETAIL MARKETING, DIRECT

MARKETING, STRATEGIC ACCOUNTS, SPECIALTY SALES, MERCHANDISING AND MORE. ALL ARE SIGNIFICANT AREAS OF THE

COMPANY THAT WILL BE FACED WiTH THE MAJOR CHALLENGE OF SUPPORTING FUTURE GROWTH.

OVER THE PAST THREE YEARS, WE HAVE MADE MAJOR CHANGES IN OUR SALES STRUCTURE-BOTH IN-HOUSE AND WITHIN THE

REGIOMAL SALES OUR SALES ARE ALL NIKE EMPLOYEES AND OUR SALES AGENCIES HAVE ALL

BECOME “NIKE OWNED,” TWO KEY FACTORS DESIGNED YO HELP US ACHIEVE AN EVEN BETTER SUCCISS LEVEL

INTERNALLY, MANAGEMENT CHANGES WERE MADE YO CREATE A STRONGER, MORE EFFECTIVE ORGANIZATION AND ALSO PLAN

FOR CONTINUED EXPANSION-NOT JUSY CATCH UP WiTH WHAT WE NEED TODAY BUT EFFECTIVELY PLAN FOR THE FUTURE. THESE

CHANGES ARE PART OF A LONG-RANGE PLAN THAT WILL PROVIDE FOR RESPONSIBLE SUCCESSION PLANNING AND A GLOBAL

PERSPECTIVE FOR INTERNATIONAL GROWTH.

SALES HAS BEEN AND WILL CONTINUE TO BE INSTRUMENTAL IN THE SUCCESS OF NIKE. AS THE FUTURE BECOMES A REALITY,

OUR GOAL IS 7O 8 PREPARED TO SUSTAIN AND EXPAND OUR COMPETITIVE ADVANTAGE.
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- HIKE HAS PLACED ON EXCELLENT CUSTOMER SERVICE OVER THE PAST THREE YEARS AND

4 THOSE EFFORTS HAVE PAID OFF. THE AUGUST 1989 SPORTING GOODS DEALER SURVEY RATED NIKE NUMBER ONE IN SEVERAL

‘ CUSTOMER SERVICE AREAS, INCLUDING DELIVERY, LED FILL-INS, TO COMPLAINTS AND

RETURN POLICIES. BUT THERE'S ALWAYS ROOM TO GROW AND BECOME EVEM BETTER.

NIKE DOES THIS BY BREAKING TRADITIONAL RULES. WE DID IT WITH NIKE-NEXT-DAY AND A 24-HOUR CUSTOMER SERVICE LINE.
AND WE WiLL DO IT AGAIN WHEN WE INTRODUCE A “MENU OF SERVICES~ WHICH WILL PROVIDE SPECIAL HANDLING SERVICES TO

OUR ACCOUNTS-SPECIALLY DESIGNED SERVICES TO GET NIKE PRODUCT ON THE RETAILER'S SELLING FLOOR MORE QUICKLY.

WE ARE ALSO IN THE PROCESS OF AND our FACIUITIES: WE'RE BUILDING A NEW

APPAREL CENTER IN . SCHEDULED TO BE COMPLETED IN APRIL 1991 AND WE RECENTLY COM-

PLETED THE SYSTEM THATY  § Y AS WELL

AS PEAK SHIPPING CAPACITIES-ALL IN AN EFFORT TO STREAMLINE THE DAY-TO-DAY FOR

SERVICE. WE ARE ALSO LOOKING YO TECHNOLOGICAL FOR AND Y.

IS A VALUABLE COMPETITIVE ADVANTAGE. AND THEIR ABILITY TO DEVELOP NEW AND CREATIVE TYPES OF SERVICES TO SUPPORT

OUR 5ALES AND MARKETING STRATEGIES WILL ENABLE US TO STAY AHEAD OF THE COMPETITION.
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WHILE WE'VE FOCUSED ON SOME OF THE MORE VISIBLE AREAS OF NIKE IN THIS REPORT, THERE ARE MANY OTHER DEPARTMENTS

«gEHIND THE SCENE* THAT HAVE CONTRIBUTED TO THE OVERALL SUCCESS OF THE COMPANY. DEPARTMENTS SUCH AS INFORMA-

TION SERVICES AND ADMINISTRATIVE SERVICES, WHICH WE WILL HIGHLIGHT MORE IN-DEFTH BELOW, AS WELL AS PERSONNEL,

ACCOUHTING/CREDIT, LEGAL, FINANCE AND A MYRIAD OF OTHERS HAVE ALL ADDED TO NIKE'S SUCCESS.

WITHOUT THE AND HARD TEAM OF 5 1N WE NEVER wWOULD

=M ABLE TO ACHIEVE OUR CURRENT LEVEL OF CUSTOMER SERVICE. SINCE 1985, THE PRIMARY GOAL HAS BEEN TO

HAVE B

DEVLLOP AM INTEGRATED, ON-LINE, STATE-OF.-THE-ART COMPUTER SYSTEM THAT WOULD IMPROVE OUR CUSTOMER SERVICE.

AFTEH THOUSANDS OF HOURS PLANNING, ANALYZING, AND THIS COMPUTER

SysTem, wE ARE FINALLY WITHIN REACH OF THIS GOAL. BUT NOT ONLY HAS THIS EXPANDED OUR CUSTOMER SERVICE

CAPABILITIES, WE ALSO HAVE VASTLY PRODUCT SERVICES, AND SYSTEMS,

WAREHOUSE AUTOMATION AND MORE.

NIKE HAS AND RELIABLE AND » THANKS TO THE DEDICATED EFFORTS OF THE ADMINIS-

TRATIVE 5 FROM L0 AND A ATED TELEPHONE NETWORK SYSTEM TO

PROCESSING AND DISTRIBUTING 20,000 PIECES OF MAIL DAILY, EACH MEMBER OF THE DEPARTMENT |5 PREPARED TO RESPOND

TO Ni¥Z'S DAILY AND EVERCHANGING INTERNAL SERVICE AND OPERATIONAL NEEDS. FOR THE PAST TWO AND A HALF YEARS,

THIS MULTI-FUNCTION GROUP HAS ACTIVELY PARTICIPATED IN ALL ASPECTS OF PLANNING FOR THE WORLD CAMPUS. AS THE

COMPANY CONSOLIDATES ON THE NEW NIKE WORLD CAMPUS, THEIR GOAL IS YO CONTINUE TO BE THE MOST INNOVATIVE

SUPRORT SERVICES DIVISION POSSIBLE.
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gvERTane AT COLE-HAAN, FROM DESIGN AND SALES TO DISTI AND SERVICE, TO WORK TOWARD

A COMMON GOAL: QUALITY. IT IS THE UNCOMMON PEOPLE OF COLE-HAAN WHO MAKE SUCH A STANDARD POSSIBLE, PEOPLE

Havi MADE QUALITY BOTH A P AND A C GOAL

COLE-HAaM'S EMPLOYEES’ EFFORTS HAVE PAID OFF: WE HAD YEAR, INCREASED

WTH AND PROFITABILITY, WITH REVINUIS FOR THE YEAR TOPPING $111 MILLION, UP 27% OVER LAST YEAR. DURING THIS

HIGH GROWTH YEAR, COLE-HAAN s LIFESTYLE . CASUAL

AND DRESS FOOTWEAR STYLES FOR ITS POPULAR COUNTRY, SPORTING, CLASSIC, DRESS, FORMAL AND BRAGANO COLLECTIONS.

57 LACITING DEVELOPMENT WAS THE INTRODUCTION OF OUR NEWEST FOOTWEAR CATEGORY: COLE-HAAN YENSILE AIR.-

4G COLE-HAAN'S STYLING WITH NIKE'S EXCLUSIVE PATENTED TICHNOLOGY, THE TENSILE AIR™ COLLICTION REPRESENTS

A DEAMATIC INNOVATION IN COMFORT DRESS FOOTWEAR THAT FEELS AS GOOD AS IT LOOKS, IT WAS THE PERFECT COLLABORA-

TICH, AMD AH IMPRESSIVE EXAMPLE OF PEOPLE WORKING TOGETHER AT THE TOP OF THEIR ART TO CREATE A FRODUCT AT THE

TOP OF ITs CATEGORY.

HEW THIS PAST YEAR WAS THE ACQUISITION OF THE PREVIOUSLY LICENSED COLE-HAAN ACCESSORIES COMPANY. THIS

OF PREMIUM-QUALITY BELTS, BRACES AND SMALL LEATHER GOODS IS DESIGNED TO MATCH THE SPECIAL SPIRIT

U STYLING OF OUR FOOTWEAR LIFESTYLE COLLECTIONS.

ITWAS » vLAR OF INNOVATION AND SUCCESS, CHARACTERIZED BY PEQPLE TO DEVELOP NEW

FRODUCTS, OPEN NEW MARKETS AND MEET NEW DEMANDS.
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THE GOAL FOR NIKE INTERNATIONAL IS TO ACHIEVE A UNIFIID WORLDWIDE IMAGE AS THE NUMBER ONE SPORTS AND FITNESS

puAND AND SUCCESSFULLY EXPAND OVER THE LONG-TERM. BY FIRST ESTABLISHING A SOLID FOUNDATION -BY BUILDING THE

BUSINESS RIGHT-WE WILL BETTER NIKE'S IN KEY AROUND THE GLOBE, MARKETS THAT OFFER

GROWTH AND PROFITABILITY FOR DECADES TO COME.

THIS INCREASED WILL BE EQuITY OF ARCUND THE WORLD. DURING

1990, MIKE ADDED THE NETHERLANDS, SPAIN, TAIWAN, AND NIKE-OWNED DISTRIBUTORS

TO 13. THESE AND THE OFFICES IN HONG KONG AND BRAZIL, ARE STRUCTURED

SIMILARLY TO NIKE'S SUCCESSFUL U.S. ORGANIZATION. THIS MEANS COMMUNICATING THE SAME NIKE MESSAGE WHICH ORIGI-

HATES FACH BEAVERTON, OREGON, TO EACH REGICOMAL OFFICE AND THEH TO EACH DISTRIBUTCR AND THEIR RESPECTIVE

MARKET, OUICKLY AND ACCURATELY, TO ENSURE A COMSISTENT GLOBAL IMAGE.

OUR GLOBAL is FOR FY 90 INCREASED ALMOST J0% TO 5480 MILLION, WITH

80%5 OF THE REVENLUIES COMING FROM MIKE-OWNED OPERATIONS.

BECAUSE NIKE HAS SUIEH DEDICATED, YALENTED AND LOYAL EMPLOYEES, WE HAVE THE STRENGTH TO COMPITE GLOBALLY. EVERY

PERSON, HE OR SHE IS , BILLING (-1 A SALES MEETING, CONTRIBUTES

TO THE SUCCESS OF NIKE. AND IT IS THESE EMPLOYEES WHO SHARE THE COMMON GOAL TO KEEP NIKE MOVING FORWARD AS

THE NUMBER ONE SPORTS AND FITNESS COMPANY WORLDWIDE.
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HIGHLIGHTS




MANAGEMENT DISCUSSION AND ANALYSIS

Highlights
* Consalidated mvenues excesded $2.2 hillina, a 31
in 1989 and an 865 increate aver 1988,

€ improvement over che Company's previous high achieved

* Consolidared net income of $243 million or $6.42 per share represencs record carnings for the thied
consecurive year, an increase of 455 over 989 net income of § 167 million or $4.4% pershareand a L3909
1988 net tncome of § 117 aullion or $2,70 per share.

Increase over

Resales of Openatsons

Increased L improed ins highlighted the camings groeh in 1990, Domestic foower
paimge shipmenes in (990 rse 15% over the provious year, while the iveruge sabes price per paie increased 12%. The incriase
in dales butable 102 lagger age of sales of high-end produces. Domestic appagel and e g revernes rose

T8 aned 3R, nespectively, over the Previous year primarily because of incressed product demsend, Non-sthletic includes

Cole Haun and NIKE Sporr Casual, The apy beeakd by produce categony thar follows containg cerrain

Aminius restared o conform wich 1990 classificatsons:

ear Enudedt May §1.
0 1989 1945
E = fiw o |
Baskechull $ a7 $ 414,600 0§ 287,300
Firness 237,800 129,04
Runig W0 T 177,900
Racquer 48,400 60,700
Oher 145,000 102,600
Non-arhleic 95,500 -
; Toeal foorwear 1,153,900 757,500
Appare a0 1200
Tueal United States, 1,362, 100 900,400
Foreign A
Euspe 241,400 233,400
Canacla 31500
Othier
Total fueeign
Toeul NIKE

Gross margin increased to 36.1% in fiscal 1990 from 37, 2% in fiscal 1989 and 33,29 in fiscal WB‘B‘ all years
in which exmings were also chamcrerized by iereased revenues and impproved gross margins, Gross mangin improvement
was primarily attriburable o increased sales of higher mmargin technical products, increased management focus o
improving product margins, sales strength across all product i d soiind inventory

Selling and ad I i ded those i each of the previous ywo years primarily due to

sales volume relared and in ad

ising. Total selling and administrative expenses asa peﬁ:mlqge
ol pevenues were 20, 3% compared 1o 20, 79 in 1989 and 20,54 in 1988,

Intepest expense decreased 23 from fiscal 1989 ai a resule of decreased bormwings and capiralisatjon of
inteeest relating o the construcrion of the Company’s workd headquarrers building. The funding of the acquisition of
Cole Haan resulted in an increase in interess expense in 1989 and a reduction of interest income. [ncerest inesene is

inchuaded in other income and separately dinzln.se\.t in Niste 12 of the financial statements. [n 1990 and 1988, interese

249

ofcashin o Includedas other income in (988

income increased due 1o an increased

i & b million recerved from the LS. Government in sertlement of licigation relaced o U5, Customs duty, increasing
earnings per share by $.23, ax disclosed in Nate 4 of the Consolicsred Financial Statements.
The Company’s effective income tax rate for fiscal 1990 and 1989 was 385, and 39% in 1988, The rax mre
exceeddy the wop statutory federal mte primarily dise to state income taxes.
Hisldwide afcers far athl i red seheduled for delivery fram June through November 1950
are approsimately 429 higher in dollars than such orders booked in the compamble period of the prior year. Domestic

arhletic footwer orders are up 3856, domestre apparel orders are up 275 and foreign footwear and appare] orders are up
Fip%. These orders are noe necessarily indicarive of total revenues for subsequent perosts because the mix of advance
ardess and “sr once” shipments may vary significantly foam quanter to quarter and year o year.

Ligniieliey sond Coapritied Resoemoes

‘ ‘The Company’s finuncial condition eemains srong. During 1990, assers surpassed $1 ballion for the firs time
111 the Company’s history. climbing o $ L1 billion st May 31, 1990 from $823 million st dhe end of the previcns year.
Cash and equivalents ar May 31, 1990 rotalled $90 million, compared ro 386 million ar May 31, 1989. Working capital
4t May 31, 1990 inceeased $142 million over the prior year, a 34% rise, primarily because of increases in accounts

recervahle and inventory offict partially by increases in scepunts payable and aconied liabilivies. The current ek ar May
1, 1990 was 3.1 ] compared o 3.0; | e Muy 31, 1989, 3

Tl imcrease in invenmry over che previous year is areributahle o figher facwear averige wnit cose and (o an
ineressed level of domestic apparel and foeeign inventosies necessary twsupport the high volume of orders for the firse
cuarter of fiscal 1990, Footwear quantitics ar May 31, 1990 are slighely bower than quantities an hand ae May 31, 1989,
[nveniney turmed 5.2 nimes 1o 1990 compared to 5.1 times in 1989, Accounts receivable have incressed in proparion m
1990 revenue growrh while the aging of domestic receivables has improved to 985 in the currens to thimy days aging:
category ar May 31, 1990 compared 1o $4% e May 31, 1989, Increases jn accounts payable and accrved liabilities are
areriburabie to higher inventory levels and incressed operations.

Capiral i for 1990

$87 million, primarily ble o the A new

woeld headguarmens fcility. Ly 1989 and 1988, capital expenditures were $42 million and $23 million respectively. The

i 15958 were primarily ro the copserucyion of the world headguarrers, the scquisirion of the
toemerly lessed castem regional distriburion facility and electronic data 3 parchases. A g
porcon of the 188 expenditures were refared 1o the tion of 8 new western regional diserit facillicy.
Conitiction of she Compartys new warld headquarters buslding, which began in the fill of 1988, is being fnanced

intermally, This seructure will be used o consoliclate offices now ocoupying seven leased facilities, and it will cost an

estimated § 1497 million: To duse, the Company has expended $81 million an th propect and there are cuprent
spistrucrion and purchase commiements approximating $24 million, The Campary has liesle invested in manifacturing
plant and equipment becuwse mst of the mnnulhcvuri;‘g of NIKE products it done on @ contract hasis through
independent fictosies.

The quarterly cash dividend of $.10) per share, initially declared in February 1984, was increased to $,15 in the
secand quattee of 1969 and 1o §. 20 per share in the secand dquarter of fiscal 1990, Dividends were declaced in all four
quartees during fiscal 1990, Based®upon curmently projected eamings and casl flove requirements, the Company
aneicipares continuing & dividend,

During 1989, the Caompany received mrings of A2 from Standard and Poor's Corporation and P2 from Moodys
Irvestucs Service for a commercinl paper progeam shich is required s be P 1 itted or uncomimitted lines

of credis. Thers were ling under these ar May 31, 1990 und 1989, The Company had § 100

- fnllian at May 31, 1990 und $150 million s of uly 1, 195 in commicted Wnised Tines of credit aviilable on its multiple

25



aption Gacilicy and mevelving credie agreements, See Note 6 of the Comsalidated Fnancial Statements for further desails
conceming the Company’s shon-term barmwings. NIKES rtio of debe o equity ae May 31, 1990 65 .4: 1 compared to
50 ae May AL 1989 and 711 at May 31, 1988, Management believes that funds penemced by opetations, together with

currentlyavailable resources, will adequarely finance 1991 expenditures,

FINANCIAL REPORTING

M, af NIKE, Inc. is ible for the indt ion and contained in tk podt, The

financial starements have been prepared in conk ¥ with the generlly pred g prinGip

appropridte in the cirumstances and inclide some amsoum o based o our bese esrimaces aad fudgmenes. Other financial

in this repor s ith these financial statements.

The Company’s ine systems inclid ls dhesigned bly assure that gunrded
from unauthorized wse oe dispasition and which provide for the preparation of financial in conf ywith
penenlly accepred i iples. These sy Pl I by the selectinmand iz of quialificd
financial personnel and an omganizational stnsceure providing farappmpriste sgregation of dusies.

An Internal Audic deparrment reviews the mesulvs of its wirk with the Audic Commitree of the Board of
Direcoors, presently I 4 th de f the Company. The Audic Committee i responsible for
recsnnending ta che Board af Directors ehe appaitment of the independent aceountants and reviews with the
inich | and the internal sudie staff, the scope and she fesules of the snnual examinateon,

re effi Fthe i sy 3 other ma lating ta the financial affiirs of the Company as
they deem appropriste, The ind leine acc and the intermal auditcrs have full the G with

and without the persence of management, 10 discuss any appropriste marter.

REPORT OF INDEPENDENT ACCOUNTANTS

Fovtland, Orgon

July 9, 1990

1o the Baard of Directars o
Sharebolders of NIKE, Inc.

In aur apinion, the acc i dicdarcd by heet ard the relased consalistated statements of

income, of cah flows and of sharcholdens’ equiry present faiely, inall marerial respeces, tle financial posivion of NIKE,
Inc. and its subsidiarics at May 31, 1990 and 1989, and rhe results of their operstions und their cash flows for eadh of the
thres years in the persod ended May 31, 1990, in conformity with genenally accepeed aceounting principles. Thise

il

financisl statements are the responsibility of the Company’s ¥ ¥ mimcxpi

P e

these financial baged ausdits. We audies of these ith g

accepred auditing scandards which require that we plan and perform the sudit to obtain rasonable assumnee absur

whether the financial starements are free of material misstaternent, An audic inclides examining, on a rest basis, evidence

supporting the amounts and disclosures in the fi i assrssing 1l inciples wied and
i i made by i and evalusting the Il financial starement presentatian. We belicve thar
our audits provade o dhlie Luesis for the opinion expressed above.

7/54.} G loFon Frcer
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NIKE, IN:

C.
CONSOLIDATED STATEMENT OF INCOME /s tewuni wu jor shuor disa)

Hevenues

Costs and expenses:
Cose of sales
Selling and administrative
Tnterest (Notes 5, 6.and 7j

Onher (income) expense (Motes 4, 11, and 12)

Income before income taxes

Income raxes (Note 8)

Net incame

et income per common share (Mote 1)

Avemage number of commian and
commpn equivalent shares (Note 1)

Th prLE o
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=S S Y B Ay .
195 1989 1988
$2,235.244 41,710,805 $1,203 440
. L3842 L074,831 HOG, 380

454,521 354,825 246,583

10,457 13,949 #.004
0,264 (3449 (20,723)
1,841,886 1,440,156 1,037,245
393,558 270,647 166,195
150,400 103,600 64,500
$ 242,48 § 167,047 3 101,695
i_6e 3 46 3 3w
57,834 3572 37639

i Sttt e i nveganl purs of this aterany.




NIKE, INC.
CONSOLIDATED BALANCE SHEET (in s

Aty
Currens Assets:
Cash and equivalents
3 - ble fessadl (oAbl Sccnids

of $10,624 and $7,824
Inventories {Note 2)
Teterred income taxes (Nore )
Prepaid expenses
Toeil cusremt assets
Property, plant and equipment (Notes 5 and 7)
Less accumulated depreciation

Goodwill {Noges 1 and 3)

i

§ Soadn

400,877
309,476
11,029
19,851
B3T.682
238,461

Orher assers
Lictbilities cncd Shhsvoholders’ Equity
Cureent Liakiliies: o
Current partion of long=term debs (Note 7) $ 8792
Notes payable (Note 6) il lox
Agcoumns payable (Note 6) 107,423
Acerued linbiliries 94,939
Income taxes payable 20905
“fiotal current linbiliries 273,161
Long-verm debe (Note 7) 2541
Non-current deferred income rxes
and purchased tax benelits (Note 8) 10,931
Commitments and contingencies (Nowe 13) -
Redeermable Preferred Stock (Note ) 3
Sharcholders equity (Note 10
Common Scock at stated valus:
Class A convertible— 14,05 1 and 14,205 shares putstariding 168
Class B—23,435 and 23,004 shares outstanding 2,706
Capital in excess of ared value 78,582
Fareign currency translarion adjusement L03%
Retained carnings 701,728
184,219
Ty 0 ikl fimascind stetemscnts ave o dtegrand peart of this timsemere,
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1985

$ 85,749

296,350
222,924

18,304

14,854

638,381
154,314

4,332

89,982
81,899

15,148

25,410

5 1,884
39,170
T1,00%
TG, 543

__man
215,903
34,031

13,332

00

171
2,700
T422T,
(2.156)
486,862

561,804

3823410

C.
CONSOLIDATED STATEMENT OF CASH FLOWS (i shwiini

Cash provided (used) by aperations:
Net income

I harges (credi fecting cush:
Depreciation
Dieterred income taxes and paschased tax benefits
Oither, including amortization
Changes in certain working capital components:
Increate in inventory
Increase in sctounts receivible
Increass in other currens sssers
Increase in accounts payable, acorued
Habilities and income taxes payable
Cash provided by operations
Cash peovided (usedd) by investing acrivities:
Addiions 1o property, plant and equip
Disposals of propenty, plant and equipement
* Acquisition of Cole Haan:
Goodwill
Net assets aceubred
Additinns o other assers

Cash used by investing acoivities
Cush provided (used) by financing activities:
Additions to lang-term debe
Reducrions in long-tesm debe including current portion
Increase (decrease}in notes payable
Proceeds from exercise of option
Issuance of common stock
Dividends—common and perferred
Purchase and reeirement of common stock
Cash (used) provided by finuncing acrivities

Effectaf exchange mee changes oo cash

Ner increase (decreade) in cash and equivalents
Casland equivalents, beginning of year
Cashand equivalents, end of year.

I 4 hil fi

Cash paid during the year for:
Inrerest (met of amount capitalized)
Income taxes.

Supplemental schedule of noncash investing
and financing sceivities:

Druring August 1988 the Company purchased its exsoem distribu-

rion Facility which was under lease. In

with the parchase, long-term lishilities were sssismed a5 follows:

Cost of castern distribution faciling
Cash paid
Long-term liabilities asumed

Thy i e

Year Encled May 31,
1990 1985 1988
$242,938 $167,047 $101.695
17,130 14,775 14,020
(86} (8,532 [EIEH
3,591 u752 432
{86,552) 24,434 . (60,082
{104, 527) 37,957) (64, 187)
4,997) (2.061) (3.624)
58,418 56,871 32,976
127,073 169,441 19,019
(87,195) {42,022 (25.513)
810 2,365 8,863
— - (82,044)
= — (13,086)
(3,044) (1L014) (1,445
189,429 40,471 113,325)
903 — 12
(2,109) (4,019 (11,693
H,068) (96, 045) 82,185
1,652 - st 2,262
— — 5.813
(28,092 (20,5100 (14,904)
— —= (21,8907
35, 710) (118.057) 41,785
(521 911
10,392 (31,510
75,357 126,867
§ 90,449 3 85,749 § 73337
$ 10,600 $ 14,700 $ 9,300
145,900 90,700 65,500
$ 9,519
(1,444)
§ 8075
2 ==
intgrad vt of it tatemen.



NIKE,
CONSOI.IDAYED STATEMENT OF SHAREHOLDERS' EQUITY (i thesusmi
gl
o Siodk In
Bwen  Tomign
Clan A Clawi B o Cutnemey
Saared  Tramilanen  Retsoed
e A e e S i Mo e Bl | Kbl
Balunce as May 31, 1987 0 $174 .40 52708 483042 S(LOM) $253.534 $A3RMT
Steck options exerciied 174 2 {01] ] 2259 2,262
Comverson roClus B Compmon Stock: [E1L1 (E1] E1] 3 -
Tramslagson of ctatements of . y
Soreign opesatin 181 761
Net income —yearended May 31, 1988 W95 101,695
Dividendson Redeemable Prefrried Sock 3 (&L (1]
DBevidemds an Comeman Spack T AT4) (14870
Purchase sad revicement
of Camanon Stock 11,562 (81] {21,890y
bwaasece of Comites Seock. e LT _ kR
Balisce at May 31,1988 14453 (2] 22,650 2,054 9,737 CLIFT) ¥0335 411,774
Stosck optien evercied 0 - {173 2 LR L] 4492
Conversion 1o Class B Camman Steck ALl [¥] 188 2 =
Tewnalation of atemerses of
foreign uperatiuny. ] : 099
Net income — yrar ended Mn 3, 1988 2 F6T.047 167,047
Dividends on Redremabie Prefeored Steck (300 (e
Dividends on Comiion Scock By
Balance st May 31,1959 14,293 ITh 35004 2,700 TA23T  [20136) 4HABA?  61.BO4
Srock optioes caercied L1E] 2 B I 4.539 4,554
Coaversian to Clais i Common Stk 338y 4 ¥ 3 -
Translation of daterments of
foerign operations g EN L a9t
Nev income — year ended May 31, 1990 242558 M1.0%8
Dividends on Redvemalsle Preferred Stk 30} 30
Dividends on Commua Seok 138,062 126,060)
Balance st May 31, 1990 13438 $2.706 §78,582 #1033 $701,718 §784.119

] 8 bl el e imegraal uoe? of s stement.

NIKE, INC.
NOTES TO CONSOLIDATED FINANCIAL NTS

Note 1 — Summsary of signifecant accownting policies:
Basis of consofidation:
The consolidated financial starements include the accownts of the Company and its subsidiaries. All significant

and balances have b Limi 1. To facilitase the timely propaition of the consolidated
financial h . in fored s have by licdazed for fiscal ding in April.

Recognition of revenues:

Revenues recognized include sales plus fees eamed on sales by licensees.
Cashi and equivalents;

Gashrand T hand +h  highly Tiquid i with ities of essential
thicee ponths or less,

Inventoey valuation:

Inventories are staced at the Jower of cost or marker, Cost is dy ived using the Lasr-in i (LIFO)

: mmethad for sul di ici ies. Foreign i ies were vilued on & LIFO basis prior to fiscal 19990,

and on & first-in, fiese-out (FIFO) basis chereaftes. The difference beeween LIFO and FIFO valuation fur foreign inveniorics
i not significafle.

Praperty, plant and equi d
Propercy, plane and equipment ane recorded at cost. Depreciation for financial reporting pirposes is decermined
n & sermigh-line basis far buildings and leasehold img d principally on & declining balance basis for E
and equip Taaseed urp i d useful lives ranging from three to thirty-two years,
Goodwill: ;

At May 31, 1990 the Compaiy’s excess of purchase cost over the fair vahae of net assets of businesses acquired was
$81,021,000, nee of amareizicion of $8, 362,000, This excess is being amoreized on a straight-line basis principally over
fory yeans, -

Foreign currency tramslarion:

Assecs und |
expense accounts are translated into LS, dollars at average mres of exchunge prevailing during the period. Adjussments
resulting from eranslating foreign funcrional curnency financial statements into U.S, dollars are mken directly o

ign operti Tineo LS, dollars ar current exchange mres. Income and

T ¢ exquity. Foreig
Forvward exchange contracrs:
The Company enters into forwand exchange contracts in order 0 nediace the impact of fareign currency
flucruations on primarily non-US, pirchases of inventory. Gaing or losses on these trinsactions are matched to inventory
purchases and charged or credived ro.cost of sales as such inventary is sold,

ganris and losses are included'in income.

Income taxes:
Delerred incame tuses are recognized for timing differences bevween income for finanetal reparting. purpvllﬁ

b taaa ot |

and taxabl income, Tncome taes are provided iings of foreign
Int December 1967, the Financial Accounting Standards Board issued new sc.md::daona:cmiru for income:
taxes which require the use of the liability method for compuring deferred incame taxes, One of the principal differences

from thse.deferred method used in these financial sratemenes s that changes in tax mtesand lows will be reflected in income

from continuing opentians in the period such changes ame enacted; 5 o e




reflected over time, if at all. The Company plans to acope this seaternent i fiscal 1993, as permitted under the mose
recent crunsition rules, but has not yet quantified the effece adoprion will have on the consolidared financial statements.

Net income per common shase:

MNet income per common share i puted based on the hieed amiber of |
& fing for the periods reported.

Nove 2 — Imventories:

e 1
My 31,
L e T
lim tewariandl)

Finished goods $301,346 $216,033
Wrk-in-progess 6,126 4,708
Raw materials 2,004 2,183
9476 §222.94

Th £ st aver LIFO cose 1§ 18,468,000 ar May 31, 1990 and $19,264,000 3t May 31,

1989, During 1989 and 1988, cerain inventory guantities were reduced resuleing in liquidarsons of LIFO invensory

urried at different P N prios y compared with the cost of 1989 and 1988 purchases, For
the years ended May 31, 1989 and 1988, the liquidation of LIFO i ities resulted in a (doc i 0
ot of sales of approxi $359, 1(§769,000) and ings per share of §.01 and 3,01 respecrively,

Nate 3 — Aaguasseion of Cole Husan Holdligs, Inc,:
O May 24, 19588, NIKE ntquubd subssantially all the stodk of Cole Hasn Holdings, Inc. (Cole Haan) and its
bsid] Caole Haan is a leading desigr of high quality casal and dress shoes, The acquisition was.
sccounted for using the purchase method of ing. The price was $80 million plus re; of debt of
$15 million. The Company paid for the purchase with $89. 2 million in cash and by issuing 243,713 shares of NIKE
stock, with s market value of $5.8 million, for the remainder.

Cole Haanis sssets and liabilities have been recorded in the Companys consolidated balance sheee at their faic
valies at the accpuisivion date. Ar May 31, 1988, assees of the newly acquired company toralled $35 million, exclusive of
goodwill. Since Cole Haan was acquired 5o chose to NIKE fiscal year end, its operating resules for the few days of NIKE
awiership weré nor material and are ot included in the Company’s 1988 consolidated starement of income. The excess

of cust aver the fair value of net assers acquired totalled spproximarely $82 million and hs b d foras
goodwill, ghich is being amortized aver forey pean. .
The fllowing unaudited combined informaion shows the results of the Company's operations as
thotigh the scquisition had oceurred on June L 1967:
= b
Revenues (in chousands) - $1,268,430
Net income (in thoussnds) 599,290
$2.64
The pra | iperations are not il indicative of the aceual results of ions that would

have occurmed had the punchase been made ar the beginning nflhe respective peniod, or of resules which may ocour in
ehe future.
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Nawe 4 — Cicstomns Settlement: -

Driring 1988, the Company setthed a customs duty dispute wich the U5, Government relating o vdnnmnn
methods used for certain NIKE imports from 1979 10 1981 This settlement resulted in  refund of duties and interest to
the Company of appmximarely § 14 million, incressing eamings per share by $.23. The sertlement proceeds are includesd

inother income in th licared financial ats for che year ended May 31, 1988,
Nate 5 — Properey, plans and equipmens:
Proaperey, plant and equip lud following: May 31,
1990 1989
(i thamamii

Land 3 11,199 $ lB29
Buildings 20,077 19,272
Machinery and equipment 108,358 90,752
Leasehold improvements 13,183 10,2735
Construction in process 85,640 23,186

238,461 134,314

+ Less acoumubaced depreciation 78,797 . 64,332

$159.664 § B9.982
- AAFLE Sy Pl
Capiralized interest expense relating to conseruction of the Company’s sorkd headguaress and included in
comstruction in process is §3, 760,000, $340,000 and $202,000 for the fiscal years ended May 31, 1990, 1989 and 1988,
respectively.
WNate 65— Short-ters Borroriings el ovelit fieiz
Notes payable to banks and i braring papable to Nissho Iwai Ametican Corporation (NIAC) are

summarized below:

Ranks

Domestic Operations Fareign Operstivas NIAC
Bormwings Interest Rate Bomwings Intesess Rate Bormwings " Interest Race
. (L TR

May 31,1990 $ TIE Blak $30,386 12v:% $39,030 Bl
May 31, 1959 312,606 vite $26.564 P $25,204 11.0%
ArMay 31, 199080 1989, NIKE had li ings undes irs 3 100 milli d multiple
option facility with nine banks. Effective July 1, 1990, the Company terminated that fl:llll'_v and encered inm a new $150
il d mulriple option credis facility with fifteen banks. This iptional b i
i isting of : itved revolving loan facilicy and a competitive bid facilicy, The interest pare charged on
thit age fevermingd by the burmwing option and undes th itted revalving loan facility is either the
Prime Rate, London Inrerbank Offered Race (LIBOR) plus . 205, or a fixed CD Rate plus . 325%. The agreement
prowides fior annual fees of 1% of the ronl i Under the rhe Company mse maintain, among
ather things, cestain minimum specified financial ratios and balances. A domeseic subsidiary has $7 16,000 and
$7,606,000 outstanding at May 31, 1990 and May 31, 1989, respectively, under i shi
i Then her domestic E ting ar May 31, 19940, At May 31, 1989, §3 million
was outstancling under unsecured, 1 sh redit facilities with | banks.
During 1989, the Company received approval and ratings to issue commiereial paper which is requised m be
pported by committed itted lines of credie. At May 31, 1990 and 1989, there were no amounts outstanding
under these amangements. i
The Company has outstanding loans st interest rates at various spresds above the banks' cone of funds for
ivahil d inventony.

financing foreign operations. Ceerain of these | A by accounts
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Acoounts payable to NIAC are generily due up ro 115 days after shipment from the foreign por. Ineerdse
dn such aecounts payable accrues at the ninery day LIBOR rate as of the beginning of the manth of the invoice date,
plis .30 :

Nite 7— Long-term deli;
Long: debe includes the i May 35,
P 1990 1989
[T

B.45% upm:ed rerm Joan, due July 1993 $25,000 $2%,000
8.25% capital equi purchuse ag

payable in installments through 1991 1, 140 1,870
4% d loan, il | estate, due in c J

inseallments chrough Febraary 1991 2,268 2.482
12,25% assumed loan, secured by certain real estate, =

due in installmenss through February 1991 5.135 5,303
Other 1.190 1,280

| Tl 3.733 35,935
Less current maturities 8,792 1,884

The $25 million term loan ageeement requires, among ocher things, the maintenance of specified financial
ratios and bak d ins limits on the of i nd sales of assers.

Amounts of long-term manunties in each of the five fiscal years 1991 though 1993, respectively, are
$8,792,000, $411,000, $365,000, $25 165,000 and $0.

Note 8 — Inicomse tas:

Income before i o the provision fo i are us fol lows: ¥
Year Endled May 31
1990 1989 - 1988
- o fo o)
Income before income raxes:
United Seares $300,924 $207,81% $124,519
Foreign 92,434 62,832 41.676

$393,358 $270,647 $166, 195
Provision for income taxes:

Current:
United States
Federal $102,535 § 72,785 5 43,850
State 21,567 15,720 8,296
Foign 29,689 19,499 14,019
133,791 108,004 66,143
+ Deferred: =

United States I
Fedesal 4,234 (2,663) (1,583)
Seate (420) (788) 126%)
Foreign 1.263 1953) 204
3.391) (4.404) (1.643)
$150,400 $103,600 $ 64,500

As of May 31, 1990 the Company has utilized all foreign tax credies.

Th nd f the p dit} for deferred income taxes were as follows:
Yeur Ended May 31,
LEa000° (s el At AR S
i bt
Inventory adjustment 1o markes $1,264) $ 130 $ 1907 °
Reserves and accrued liabilities 17 (1,754 756
T husis adjustments to inventory 359 (2,236) {2,050}
Puschased tax benefits L 4D 362) 12933
Deferred compensaticn X (0} 11,739 16441
Barter credits k — 1,120 (1,583)
Undistributed o forrign subsidiacs L ¥ (1,150) 1,784 258
Bad debes (1,378} w1y " (36)
Other, net 506 (436) T
$3.391) 04, A04) $1,643)
A recanciltation fram the U.S, matwory fedenil income tax tate to the effective income tax tate fllawrs:
2 Year Ended Mg 51,
. 1990 ]E 1588
LS, Federal statutory rate - 34.0% 34.05% 35.0%
Stare income axes, net of federal benefit 3.6 i6 3.3
“Tax impact of foreign losses - i ({1}
Oither, nee 6 7 2.2
Effecrive income tix rute ; 38,25 38,30 8.9%

During 1982, the Company purchased future tax benefics for $15,277,000, Tax benefits of §7,823,000 in
excess of the puschase price have been recognized as of May 31, 1990 and are classified as 2 long-term liabilicy.
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Nate 9— Recoemeable Preferved Stock:
Missho Iwal American Carparsion (NTAC) is the sole owneeof the Campanys sutharized Redeemiable Prefessed

Stock, §1 parwalue, which is red bie at th f NIAC at par value $300,000. A |

* dividend of $.10 per share is payable anmally on May 31 and no dividends may be declared or paid on the Commaon Stodk
of the Company unless dividends an the Red, bl Prefermed Stock have been declured anc paid in full, There have been

chaigs ehe Red ble | d Stock in the three years endied May 31, 1990, As the holder of the Redeermable

Preferred Stock, NIAC dues not have general voting rights bur does have the nghlwwwenucp-nu class on the sabe of
all or substantially all of the assers of the Company and its subsici ligquid. dissolu-
vion of the Company of on the saleor assignment of rhve NIKE trademark mumkm' fooewear sobd in the Unived States.

Nate 10— Conemons Stock:

The authorized number of sharesof Class A Commuon Stock no par value and Class B Common Stock no par
value are 20,000,006 and 30,000,000 respecrively. Each share of Class A Commion Stock is converible into ote share of
Class B Common Stodk. Voting righes of Class B i:nm_mun Seick are limived in certain circumstances wich respect 1o the
election of directors, .

In June, the Company submitted for approval of the sharcholders in September 1990, a thrce-fold increase in
the authorized number of shares of both Class A snd Class B Common Stock, Subject to that appeaval, the Company also

14 two-f ck splic v be effecred in the form of a 100 stock dividend on purstanding Class A and Class
B Common Seock, payable in Dceober 1990,

The Company’s F_v-pl.n;w Incenrive Compensation Plan (Option Plan) provides for the issuance of & maximum
oF 1,680,000 shares of the Company's Common Stock. peions granted mussc aot be ata price less than the fiic markee
value of the Class B Common Stock a8 the date of grant and cun be issued in either Class A of Class B Commaon Stodk. The
Option Plan is administered by s commirtee of the Board of Directors which bas the autharity to determine optionees,
el number of shs b d by each option, the dates upon which each opion is exercisable, th hod of
payment, and cerrain other terms. The Option Plan has a stock apg
to allowa specified holder ro surrender his apeion in exchange for (1) the cash value of the difference between the exercise
price and the fair market value of the coinmiin seack subiject to option at the date of surrender, (2) the aumber of shares
Taving sisch cash value of (3) o combination of the above. The Option Plan expires in 1990 and o new successor plan will

hich gives the ittee auchacit

be preseinted o the shareholders for approval as deseribed in n:c'nnp-nrz 1990 Proxy.
The follo fzes the Oprion Pl e e ended May 31, 1990:
: Shases Cipaion Price
dir rhomaandu) Fer Share i$)
Options pusstanding May 31, 1988; 419 9.30to 23,06
Exercised 1144) 9.301022.19
Surrendered (8 95002169
Granted 209 211203931
Options outstanding May 31, 1989; 466 9.50t039.31
Exercived (e5)] 9.50¢a 30.31
Sutrendered X =
Granted M2 40,81 t0 6713
Options sarsranding May 31, 1990: 733 9500w 67,13
Options exercisablear May 31:
1990 210 9.500039.31
1989 154 9.5010 23,06
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In addition tothe Option Plan, the Company h I ag: the Plan in direcoons
and emplayees. Asuf May 31, 1990, 848, ptinas with exercise pri from §. 417 per share o $23.00 per
shiate had been granted. The aggregate compensation expense related 1o these agreements s $4, 521,000 and i being
amortized over vessing periods frm Ocrober 1980 through December 1993, These agreements expire from September -
1994 thrigh December 1998, Y

The following ssmmarizes trunsactions ourside the Dptmn Plani for ehe two years ended May 31, 1990;

Shares Opion Price
_tin thousasudsh  © _ PerShare (5}
Optitns outstanding May 31, 1988: 196 AlT w930
Exercised (33 A7 0950
Surrendered y - h =
Granted = &l e - 1,
Oprions ourstanding May 31, 1985 = 203 417 10.25.00
Exetcised 14y A7
Suerendered - = =
Granted = =
Options outstanding May 31, 1990; #__39 M
Options exercisable ar May 3 1:
1990 41 9,30 0 25,00
1989 69 417 109,50
WNote 11 — Profi tharing plan: i
The Company has a profit shaning pl ilabk dally all emp The terms of the plan call
for aninual ibastions by the Compary 'hy:lwhmn!eﬂ)nrvclm Coneributions of $6, 700,000,
$4, 700,000 and $3,000,000 to the plan are included in other expente in liclared financial the

years ended May 31, 1990, 1989, and 1988,

Note 12— Tterest mome:
Included in other income fior the three years ended May 31, 1990, 1989, and 1985 is interest income of
$12,324,000, $7,694,000, and $9,32 1,000

Nate [ 3— meam'mw

m&mmkmwfmluuﬁ‘m.mhwumdmnl:lmundﬂhlﬂﬂwmslmmmffmn
yearsafter May 31, 1590, Rtnlupﬂ\zmwgaltdslﬁ }99 00, $12. 179,000, Il\ds|\ 05,000 for the years ended
May 31, 1990, 1989, and 1988 respectively. inimum funire annual reacal A
cancellable operaring leases in each of the five fiscal years 1991 theough 1993 are $13,050,000, $11,205,000,
510,064,000, 9,404,000, §7,801,000 and in aggregare $§92,239, 004,

Invhe fall of 1988, the Company began £ a new workd headc facility. Th d cost of
che faciliy including land, buildings ancl i it Iy $147 million. The Campany has expended
$81 million to dare, and rmmmn... i ap $24 million as of May 31, 1990,
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Nate 14— Opemacians by peographic aroai:

The Company operates predominantly in one industey segment, that being the design, production and
marketing of athletic and casual footwear, appared and accessories. During 1990, 1989and 1988, sales to one major

customer amunted 1o 195, 16% and 12% of woaal sales,

United Seates and fareign aness is pmenoed bebow. [

| d amounts; B

about the Company! ions inthe
and assets have been eliminared 1o arrive at
) il af a specific ic segrment have

been listed sepamrely.

Revenues from unselated entities:
Vnited States
Europe
Oher foreign

Inter-gengraphic revenues: -
United Seates
Europe
Oher forcign

Toml revenues:
United Seates
Eurape
Orher foreign
Less inrer-geographic revenues

Operaring income:
United Staces
Eutope -
Other foreign
Les$ carporate, inrerest and other income (expense)
and eliminations
Assers
United States
Europe
Ciher foreign
Tioual icentifiable assers ”
Corparare cash und eliminarions
Total assees
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» Year Endd May 31, ¥

== P T s
{1 b )

$1,755,490 $1,362,148 $ 900,417

334,275 241,380 233,402

143,473 107,275 69,621

$2,235.244 SIiT 10,503 $1.203 440

L Vil A it R 723

5,628 4,323 5,008

§ lo39s $ 6,080 ¥ 5333
—_—l e et

$1,760,261  S1365905 8 901142
334,279 241,380 233,402
131,101 111,598 74,629

{10393 (6.080)° (5,733

$2.235,244  SLTIOBO3  $1,205.440

2o ln,  aLiOEE Sl

$ 315,246 § 230,156 § L4046
3,096 35,376 37,036
42 RE0 073 13,075

__ U986 (35,058 2,038

4 393358 § 270.647 3 166,195

2 P00 Tsih 2 Rl

$. 786,775 § 600,629 5 499,707
162,383 102,744 94,500
4,329 50,756 51,784

1,023,487 754,129 646,391
TLOGS TLI8L . 62704

3L094,552 3 B2SAI0 § 709,093
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