


Highlights

Selected Financial Data

Year Ended May 31:
Revenues
Netincome
% of sales
Per common share
Increase in working capital
AtMay3l:
Working capital
Toval assets

Common shareholders’ equity

Magkerbrips oCRmERRIE S Y8t egan
trading on December 2, 1980 in' the overthe-
counter market under the NASDAQ' symbol
NIKE. Effective April 1, 1982 the stock qualified
1o trade as a NASDAQ/National Market System

T ﬂ% Ended
1982
May 31, 1982
February 28, 1982

Neganis, 19619%"
1981

May 31, 1981

February 28, 1981

Quarterly Financial Data

Year Ended May 31, 1982

1082 1981 1980 1979

(in thousands, except per share data)
$693,582  $457,742  $269,775  $149,830
49,036 25,955 12,505 9,723
7-X 5.7 4.6 6.5
2,74 1.52 77 .58
37483 45,063 16,358 7,915

$112,170 $ 74,687 § 29,624 $ 13,266
375473 230,289 134,615 79,826
9,086 8,611 11,268 2,547
300 300 300 300
131,960 83,021 28,756 16,281

At yearend there were eighteen security dealers
making a market in the stock and there were ap-
proximately 3,300 sharcholders of record. The
high and low bid and asked prices since December
2, 1980 are summarized below:

Bid Asked
High Low High Low
30% 24% 30%- 25%
30% 27 £ )
27% 17% 28Y% 8%
25 18%2- 25V 19

23 1 23%2 17Y;
23% 17%2- 24Y%2- 18

(in thousands, except per share data)

$205,058 $166,836 $145,090 $176,598
64,031 51,866 48,904 54,896

Nert income per common share

Year Ended May 31, 1981:

12,311 11,052 11,429 14,244
.80

.69 62 64

$134,784 $109,905 $109,970 $103,083
37,930 29,553 32,452 29,674
7,335 5,553 6,521 6,546

Net income per common share

41 31 .40 41

1978

$ 71,001




To Our Shareholders:

Fiscal vear 1082 marked not only a record year in revenues and profits, bur it
also marked the condlusion of NIKE's first decade. It has been a good 10 years!

1f L had been writing a President’s letter in 1972, it might have read:

“We have just finished a fine year with sales increasing 60 percent
10 just less than $2 million and profits growing to a record $60,000. We are
enormously excited about marketing our own line, NIKE, even though its
Dtance is, to date, unk

What has followed has been a race across the athletic scene. As our first decade
closes, we have gone from nowhere to first place in branded athletic shoe sales in the
United States and currently market throughout the world. We have an apparel program.
which readily complements our shoe line, with revenues for the year justended 35 times
total company revenues a decade earlier.

On June 1, 1972, we had approximately 45 employees. Today we bave NIKE
employees in nearly 5o locations around the world and while sales have grown 350
times. the number of NIKE employe¢s has grown 80 times to 3,600.

A decade ago we were thrilled to see athletes, any athletes, wearing NIKE shoes.
1 can still remember shot-putter Dave Davis straining for 60 feet at the 1972 Olympic
trials in a pair of NIKE Wet Flytes. Now, wearers of NIKE shoes have won Wimbledon;
bave been MVPs at the NBA All-Star game, Super Bowl, and World Series; and have
won Olympic gold medals, the Boston Marathon, and set every men’s distance world
record from 800 meters through the marathon.

We are contnually asked “\Vhy has this happened?”

ly, I cite “ rages” as the primary reason for our success,
but the ml reason is much simpler—it’s the people at NIKE.

It started with the onglml 45 who were |ust plain berter than the competition.
'l'hepeoplewchaveaddedmrhemsumgyarshave been not only talented and hard

workiDgghi R,

ican heritage, all of the first NIKE

shoes and most of our original debt financing came from Japan. We had the opportunity
and, in f:m,nwascnucal(oourwm, to closely observe lacge and small Japanese

the M;vammmmwmmwmmhwwmmmm of

The cesult has been a company responsive to and capable of change— change
in the marketplace, change in methods of production, and change in ourown size and
relationship to the outside world.

All of this is history and means very little unless it gives some insight into NIKE's
furure. BhinkgtHegast year, we added 8oo employees, began production in Ireland,

started construction of a rubber factory to produce shoe comp in Mal

bought a small shoe factory in England, started or purchased five NIKE diserit
erations outside the United States (four in Europe and one in Japan), added to or im-
proved 60 models in our shoe Ime doubled the apparel line, and enmud in approxi-
mately 1cbidiéesenghdie TothmetoghOednay that we look to the

ROy P

furure with great confidence. We have never been as strong, strategically or financially, as
weare mday But most important, we have never been as strong in the toral capability of
NIKE empl

years. kmm&zn%&s?d e ekt oo
in reflection. We are busy and our most excmng demdc lies ahead.
~A, 4. N /73.24 L

Philj /0 H. Knight
e

President






in the years to corue

Prototypes

United States Sales
by Category
i Sl

Leisure 2

many commencing this summer. These countries were previously served by independent
disrributors,

Field Sports 2

s




Ire guaranteed a dehvery dateand specxﬁcpnoe These advanceordenngpmgrams
dllow us to adjust p by ng market trends.
NTKE's continuing growth led to the establishment of a central United Scates
:usmbuuon and salqcemer ina 325,000 square foot bmldmgo:mstmcted for the com-
gany in A Ie will existing centers in New Hampshire
and Oregon and will more eﬁuendyservu NIKE's retail accounts located in the mid-
western and southem Unired States.

When stocked this , the Memphi house will house up to six million
pmuof:thkncshoes.Amtdphase,whxd\mudumb\mNﬂ(Eappard is planned
for early 1983, nearty doubling apparel di The i d apparel dis-

rnlmuonmpaarysmdedmhmdlerheconnnmngmwd\mNlKEappcmlsales.
Atd\eopeumgoleKE'uecond decade, market estimates place the number of
active physi exercsscauoonullmWoddwndcpamupnuon
exceedsdiarﬁgunsevemlbliwnh idence of i d 1 Gtness
mwmdemughmouNﬂ(EMandappmlamdwsmdbrnpeuﬁcspon,
a large percentage ase worn for all-purpose active use os casual pusposes. Against sich a
backeround, NIKE believes that 1082 was a vear in which a firm foundation was laid

for the next decade:
Shoes

Running Shoes
runs to the New York and Boston marathons, from
smnllmwnlug!ncbooldujmeeumdaednemd:andﬁddmdimmofhmpe,xgh
was a banner year ﬁ)ra&detuweamgNﬂCEshoumwd]as for the scieotists, medical
fatists, and desiy icians who created them.

Reveriues from ranning shoe sales in the United $tites iricieased 58 percent from
$149 million i x98x to $236 million, on sales of 31 differenit models (nine of which were
new or nedxmmllynnpmed) and 15 track and field shoes: (moofwhd:wemnew)

:g 25 80 iAnovavE italer In b
NIKE i ferra T/C, a combination training and
hmmgl’HYlDledwk jal, This shoe i luti p b
long lasting cushioning in a shioe that is only slightly heavier than the lightest
racmg shoes in the world.

In light of the approach of the Los Angeles Olympic Games, we were especially
pleased by the performances registered by the men and women of Athletics West, the
NIKE sp d Olympic develop program.

Alberto Salazar, a member of Athletics West, thrilled America with his stirring,
world record victory in the New York Marathon followed by his win in the Boston
Marathon, remarkable in that it occurred just nine days after he ran the fourth fastest

10,000 tetdls nilliscsi¥est athleres set five world and xx American records, and 10

athletes captured natiostal track:and field dmmplonslqps leen thiese results; NIKE be-
lieves that Athletics West competitors will be highly bers of the 1984
O}vmic team.

The summer of 1981 was highlighted by an amazing serics of new world records
in the mile run. The wordd watched as the mile record was first broken by Sebastian Coe,
then Steve Overt, and then Coe again. The millions who watched or read about the races
in magazines and newspapers saw that not only Mr. Coe and Mr. Ovext, but most of the
other top milers in those record assaults had laced up their NIKE shoes before the sownd
of the starte’s gum,

$000 1981 world records by Henry Rono and Anie-Audain were
bmhenmx98z§%gveMoomftmdMnryDedcerTabb,whohmaddedd:ewmn—
en’s miile tecord. All were competing in NIKE shoes.

The summer of 1981 was also the time when sports fans took notice of
Carl Lewis, a young sprinter and long jumper from the University of Houston, Not
since Jessie Owens has one man dominated those two events as Carl Lewis did, record-
ing both the fastest 100 meters and longest long jump ever registered without the aid
of trailing wind or high altitude. Not only was Mr. Lewis running and jumping in
NIKE shoes, he has been working with our scientists and tech at the NIKE
Sport Research Laboratory to dev:lop a highly advanced jurping shoe.

Alberto Salazar’s world marathon record completed a unique sweep, as every
world standard from the 800 meters through the marathon has been
established by men wearing NIKE shoes.




Even though NIKE's involvement with world class athletes is impressive, we
take great pride in our involvement with the broad base of the sport from age group
through Masters runners. During the past year we sponsored or assisted in nearly 1,000
roadraces, track and field events, and walking events in communities across the Unived
States.

At the grass roots level, NIKE insti aumque,
that has placed 10 technical representatives in running centers across the coumry In ad-
dition to providing technical support to dealers selling high performance NIKE shoes,
these n:pmenmives conduct clinics for local high schools and running clubs, as well as
representing NIKE at local events.

'With our growth has come added corporate oommumty mponslbnhty NIKE
has become a leading sponsor of the national Special Olympics for h
athleres. During a six-month period last year, we provided more than a quarter million
pairs of shoes to Special Olympians.

the-basi

Court Shoes

For NIKE court shoes, 1982 was a satisfying year both on the playing courts and
drawing boards.

Revenues from court shoe sales in the United States rose 23 percent, from $165
million to $203 million, on sales of 39 athletic shoe models, 16 of which were new or
significantly improved.

After four years of i h and devel NIKE leted initial
testing of an advanced NIKE-Air basketball shoe, using both college and professaoml
athiletes.

[f initial research proves condlusive, this shoe, the Air Foroe 1, with its patented
NIKE-Air midsole unit, will be the first basketball shoe to offer a significant improve-
ment in both human energy efficiency and injury prevention. NIKE believes the Air
Foroe 1, which should be available to consumers in the fall of 1982, is a revolutionary

in f ilable to the serious basketball player

With our more traditional high quality basketball M NIKE had an impres-
sive year in 1982. Two teams among the NCAA championship *final four” wore
NIKE brand shocs, joining more than half of the players in the National Basketball
Association, including Moses Malone, the league’s MVP, George Gervin, scoring
leader, and more than half of the NBA All-Stars.

‘Throughout the year, NIKE product development rechnicians directed their ef-
forts toward model by model improvements in the tennis line. The new shoes, to be in-
noduced this ﬁll wtll offer greater comfort, durabihry, and cushioning. Although tennis
imately 1981 levels, initial dealer response to the improved

line bas been ﬁvorable,

The undisputed name in tennis news throughout the past year was John
McEnroe, number-one ranked and winner of Wimbledon and the U.S. Open in 1981.
Again, when the United States won the Davis Cup competition, it was John McEnroe
and his doubles parmer, Peter Fleming, who led the way, both wearing NIKE tennis
shoes.

Nll(l’.a:dedrhebloosommwonm’spmtenmsummt by sponsoring a o event,
dcvelopmmnl circuit that provnded aspiring p and talented with

[
76 77 73 79 80 & 32

PP to gain p Xp
NIKE’ racquetball p vas spearheaded by the develop of anew
three-quarter, high topped racquetball shoe to be marketed later this On the
courts, number-one pro sankings for both men and women belonged to athletes sport-
ing NIKE shoes.




Cleated Shoes

During 1982, sales of NIKE cleated shoes in the United States rose by 56 per-
cent, from $9 million o $14 million. We improved or introduced more than half of our
line of 33 models, including eight of 13 soccer shoes.

When NIKE decided to design and market football shoes, the company had lit-
tle experience in cleated shoes, The solution? NIKE brought athletic trainers and equip-

ment managers from more than a dozen of the perennial collegiate football powers to
the Exerer center inthe summer of 1980 to aid in the de-

sign GFkbsenerfatebaibahobeo knew more about football shoes
and related injuries than anyone in the country. For several days
y they reviewed the positive and negative features of what was then
available on the market and brainstormed improvements and innova-

out o?srim& Exeter sasmm,henxcét“éahvlelw“é m"“m

development personnel, and the testing of prototypes by athletes.
Last fall, seven of the top 10 teams in the final collegiate football rankings were
teams whose players were pmdommandy wmg NIKE shoes. It becarmne common-
place to see NIKE deats on teams in national and regional games throughou the scason
and in the bowl games. In professional football, nearly one-half of the players selected
for the NFL Pro Bowl, including record smashing Dan Fouts, quarterback of the San
Diegp Chargers, wore NIKE football shoes.

Although baseball may not be as vast an overall market as football, the results
of NIKE's promotions efforts in this spoTt were no less impressive. Pro baseball players
playing in NIKE shoes included Nolan Ryan, who pud\ed a record breaking fifth
no-hmet, and Gaylord Ptrry the 43-yearold *Ancient Mariner,” who became the twelfth
man in baseball history to win 200 games

first time in history, three players were named as the mast valuable
playetm a WorldSenes L.A. Dodgers Ron Cey, Pedro Guerrero, and Steve Yeager. All
three wear NIKE deats. They were joined by mgu]arseason MVPs Mike Schmidt and
Rollie Fingers, who also won the American League Cy Young Award.

On the soccer ficlds, the most important development for NTKE came with the
introduction of 2 new line of shoes designed for players in the mid range and upper
range of playing skills. These shoes offer a significant improvement over past NIKE soc-
cer shoes in both durability and technical exodlenc: They are being produced primarily

at NIKEs newlv ired factorv in Yorkshi an soccer re-

search Wr}en y, ugmx?d a conteact to supply shoes to Aston Villa, English
champion and winner of the European Cup Championships.

In the United States, noted professional soccer players wearing NIKE shoes in-
clude Steve Zungul, who is recognized as the world’s leading indoor soccer player; Julie
Veee, the North American Soccer League's indoor MVP; and Joe Morrone, NASL
Rookie of the Year.

Other Shoes

Revenues from the sale of children’s shoes in the Unived States increased 6§ pes-
cent 1o $106 million compared to $64 million last year, while revenues from the sale of
leisure sf rose 73 percent to $14 million.

time, shoes especially designed for the unigue requirements of infants’ feer.

The Tyro and Lil Nipper models are new athletic style shoes designed to ac-

date an infant’s developing foot with features induding flexible midsoles to aid
young walkers and a lacing system that opens wide to aid in pusting on the shoes. The
Derby shoe includes these fearures with the addition of a Velero or similar hook and
loop dosure system allowing young children the freedom to put on their own shoes.

New shoes for children will feature special shapes that ensure an anatomically
correct fit for a child's developing feet.

The line of 20 children’s shoes features several new models including, for the first 200

Net Income per Convmon Share
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Management Discussion and Analysis

Operating Results

Revenues from the sale of NIKE products in: fiscal
1982 were $693,582,000 compared to $457,742,000 in
1981 and $269,775,000 in 1980, as set forth below:

Year Ended May 31,
1982 1981 1980

X (in thousands)
Domestic footwear $580,304 $398,852 S245,100

Domestic apparel 70,311 33,108 8,100
Foreign 42,067 _ 25,782 _ 16,575
693,582 $457,742 $269,775

in 1982 multed“}mm mm:;gd“acofrp mo?ﬂi&mﬂl
pany's pmducvs. lncxusu were achieved in all lines of
with the i rnmma from u%
in court shoés ton% in leisure shoes. A p pomon of the
gain in foreign revenue was related to direct dismbution
by NIKE "‘J?P’n and certain major markets in Europe
P PRSI s made

Net income rose 89% to $49 million ia fiscal 1982
compared to an increase of 108% in 1981. The 1982 in-
crease is related to lugber revenues (52% increase) and
lmpmv«)gm&s margms 31 2% compared to 2.8, ;% in
1081, Selling :nd aghministrative expenses for 1982 in-

10 13.7% ol revenues compared to 13.. 3% m 198x.
The increase was attributable to increased spen
the devel of foreign op Even l.hough bor-
rowings increased substantially and interest rates in~
creased slighty in 1982, interest expense as a percent of
revenues dedlined due to the significantly higher revenues
compared t0 a year ago.

The 108% increase in 1981 net income was attrib-
utable to higher sales volume, improved margins and

of scale in.warchousing and administrati 17
expenses, partially offset by lngher interest costs,

“Futnres” arders haaked for damestic delivery from
June through October, 1982 ace approximately 44%
higher than such orders in the comparable period in 1981.

Liqui and Capital Resources

4 duy lzr,uused 515:,467,000 in1982

mmpﬂnd lo an mcrease of $89,129,000 in 1981. Inven-

tories at May 31, 1982 aggregated $202,817,000, up

$82, sss,ooo over 1981 levels, The 1982 increase, com-

prited £ high-volume, in line shoes and apparel,

was atmbmble to expanded product Ima. an additional
faculity; accep of shipped early

by suppliers; and an intentional build-up to cover antici-
pated higher volume in fiscal 1983
Inventory hirns for 1982 were 2.9 compared to 3.7
in 1981 and 4.2.in i980. The Company believes the higher
inventory levels arc desirable in light of anticipated higher
by the 44% increasé in “Funires” orders

Capital expenditures for 1982 aggregated
$18,228,000, cotpared to $9,914,000 in 1981 and
$6,784,000 in 1980, The 1982 capiral expenditures and the
increase in aurrent assets were financed by an increase of
Bt b oo frks arovided b By

NIKES current ratio for 1982 was 1.48 to 1, com-
pared to'1.54 vo 1in 1981 and 1.31 in 1980. The debt to
equity ratio at May 31, 1982 and May 31,198r was 1.8 to 1
compared to 3.6 10 1 in 1980.

k :;‘;L_a;}';f w&rkm‘? L??H el ii%nh ’c‘l\zlrm’e
nanced by

short term borrowings whmh are presently bcmg negotiated.
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Financial Reporting

MammemofNIl(E,hx.umpomblel‘ord:e An Intemal Audit Department reviews the results of

infc lnﬂllSlEPOH- its work with the Audit Committee of the Board of Di-
’lhﬁmnad bave been din rectors, p of three di who are not
ity with the generally accepted 2 ing principles we ! tlneCompany‘l'heAudnCommmeme—
dered appropriate in the and include :ponﬂbleformommzndmgmdunoudofmmorslhe
some based on our best esti and judy \pp of the indep and reviews
Other financial information in this report is consi with  with the ind and the
these financial statements. internal audit mﬂ, the scope and results of the annual

The Company’s accounting systems include controls ey amination, the effectiveness of the accounting control

dmgwd lomsonably assure that assets are safeguarded system and other matters relating to the ﬁmm affairs of
ized use or disposition and which provide the Company as they deem appropriate, The independent
hnhepupanuonofﬁmnml and the internal auditors have full access to
with aecepmd 1g principles. These sys- the Commitree, with and without the presence of mauage-
are suppk d by the selection and training of ment, to discuss any appropriate matters,
providing for appropri gregation of duties.

Report of Independent Accountants

NIKE, Inc.
.Consolidated Statement of Income

B

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

In our opinion, the accompanying consolidated balance sheet and the re-
lated consolidated statements of income, of changes in financial position and of
shareholders’ equity present fairly the financial position of NIKE, Inc. and its
subsidiaries at Mny 31, 1982-and 1981, and the results of their operations and
the changes in their numalpounonformhofdtednmymmdtepenod
ended Mny 31, 1982, in comformity wnth generally accepted accounting prindi-
ples applied. Our ions of these statements were made in
cordance with generally accepted auditing standards and secordingly included
such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

Price Waterhouse
Portland, Oregon
July 19, 1982

Year Ended May 31,

Revenues
Costs and expenses:

Cost of sales

Selling and administrative
Interest (Notes 4 and §)
Other expense

Income before provision for income taxes and

mmomy interest

SN

Income before minority interest
Minority interest
Net income

Net income per common share (Note 1)

Average

The ing Notes to Consolidated Financial

1982 1981 1980
(in thousands, except per share data)

$693,582 $457,742 $269,775

473885 328,133 196,683
94,919 60,953 39,810
24,538 17,859 9,144

435 92 107

25937775 407,037 (245,744

99,805 50,705 24,031
50,589 24,750 11,526
49,216 25,955 12,505

180 = e
$ 49,036 $ 25,955 S 12,505

$2.74 $1.52 $.77

are an integral part of this statement.
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NIKE, Inc.
Consolidated Balance Sheet

NIKE, Jinc.
Consolidated Statement of Changes in Financial Position

May 31,
Assets 1982 1981
A (in thousands)
Lasn $ 4913 3 1,792
A ble, less all for doubtful accounts of $3,877
and $2,573, respectively (Note 4) 130,438 87,236
Inventories (Notes 1, 2 and 4) 202,817 120,229
Deferred income taxes (Note 6) 2,145 1,300
Prepaid expenses 5198 2,487
Total current assets 345,511 213,044
Property, plant and equipment (Note 3) 41,407 23,845
Less accumulated depreciation 12,485 6
28,922 16,172
Other assets 1,040 1,073
$2me 472 $510280
elotlen bt S
Liabilities and Shareholders’ Equity
Current Liabilities:
Current portion of long-term debt (Note 5) $ 3,936 $ 6,620
Notes payable to banks (Note 4) 112,673 61,190
Accounts payable (Note 4) 74,064 42,492
Accrued liabilities 22,894 15,401
Income taxes payable 19,774 12,654
Total current liabilities 233,341 138,357
Long-term debt (Note 5) 9,086 8,611
Commitments and contingencies (Note 10) H X
Minority interest in lidated subsidiary 786 —
Redeemable Preferred Stock (Note 7) 300 300
Shareholders’ equity (Note 8):
Common Stock at stated value
Class A convertible—11,976 and 13,930 shares outstanding 166 193
Class B— 3,555 and 3,601 outstanding 1,414 1,386
Capital in excess of stated value 27,020 27,020
Unrealized translation gain (loss) (67) —_
Retained earnings 103,42 54,421
131,960 83,021
$375473  $230.289
The panying Notes to Consolidated Financial are an integral part of this statement.

Year Ended May 31,

Financial resources were provided by:

Net income

Add income charges not affecting working capital —
Depreciation
Minority interest
Other

Working capital provided by operations

Net proceeds from sale of Class B Common Stock

in December 1980

Disposal ofprop_crry, plant and equipment
Minority shareholder contribution

Financial resources were used for:
Additions to property, plant and equipment
Long-term debt becoming current
Additions to other assets

Increase in working capital

Analysis of Changes in Working Capital

Increase (decrease) in current assets:
Cash
Accounts receivable
Inventories
Deferred income taxes
Prepaid expenses

Increase (decrease) in current liabilities:
Current portion of long-term debt
Bank acceptances payable
Notes payable to banks
Accounts payable
Accrued liabilities
Income taxes payable

Increase in working capital

The ing Notes to Consolidated Financial

1982 1981 1980
(in thousands)
$49,036  $25,955  S12,505
5135 3,774 2,177
180
194 131 63
54,545 29,860 14,745
—_ 27 800 =
7 450 oy
4,477 4,392 12,697
343 134 63
648 — —
60,013 62,726 27,508
18,228 9,914 6,784
4,002 75949 3,976
161 670 357
109 — Lo
30 30 30
22,530 17,663 11,147
$37.483  $45063  $16,358
$3121 § (39 $ 75
43,202 23,375 30,857
82,588 64,288 17,453
845 1,165 135
2,711 336 1,431
132,467 89,129 49,951
(2,684) 2,753 3,411
= e (5,001)
51,483 24,690 19,250
31,572 5,560 16,653
7-493 5,102 (1,508)
7,120 5,961 788
94,984  _44,066 33,593
$37,483  $45,063  $16,358

are an integral part of this statement.
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NIKE, Inc.

Consolidated Statement of Shareholders’ Equity

Caﬁ:’ml
Common Stock Excess  Unrealized
Ty RS- M S (o
Shares _Amount Shares _Amount _ Value (Loss)  Earnings Total
(in thousands)

Balance at May 31, 1979 538 $189 Sl iax $16,021 $16,281
Net income—year ended May 31, 1980 12,505 12,505
Dividends on redeemable Preferred Stock R (30) (30)
Balance at May 31, 1980 538 189 71 28,496 28,756
Recapitalization and 30-for-1 stock split 15,602 - —
Stock options exercised 36 36 414 450
Conversion to Class B Common Stock ~ (2,246)  (31) 2,246 $ 31 —
Sale of Class B Common Stock in a

public offering in December 1980

(net of issuance costs of $433) 1,355 1,355 26,535 27,890
Net income —year ended May 31, 1981 25,955 25,955
Dividends on redeemable Preferred Stock I F %) (30) (30)
Balance at May 31, 1981 13,930 194 3,601 1,386 27,020 54,421 83,021
Conversion to Class B Common Stock  (1,954)  (28) 1,954 28 —_
Loss on translation of statements of

foreign operations $ (67) (67)
Net income—year ended May 31, 1982 49,036 49,036
Dividends on redeemable Preferred Stock (30) (30)

o
3
=N

Balance at May 31, 1982 11,976 5,555

S1,414 $27.020 §  (67) $103,427 $131,960

*Prior to the recapitalization in November 1980 (Note 8), the Class A Common Stock was designated Common Stock.

The ing Notes to C: lidated Financial S

are an integral part of this statement.

NIKE, Inc.

Notes to Consolidated Financial Statements

Note 1-Operations and significant
accounting policies:

‘The Company develops and markets athletic foot-
wear and apparel. These products are distributed directly
to retailers in the United States, Japan and major Euro-
pean markets. The products are also distributed in other
markets through independent distributors and licensees.
The major portion of the Company’s products are manu-
factured for the Company by foreign contractors and
imported through Nissho Iwai American Corporation
(NIAC).

Basis of consolidation

The consolidated financial statements include the
accounts of the Company and its subsidiaries. All sig-
nificant intercompany transactions and balances have
been eliminated.

Recognition of revenues

Revenues recognized include sales by the Company
plus fees earned on sales by licensees.
Inventory valuation

Inventories are recorded at the lower of cost, last-in
first-out (LIFO), or market. The excess of replacement
cost over LIFO cost approximated $7,900,000 at May
31, 1982 and $8,300,000 at May 31, 1981.

Property, plant and equipment and depreciation

Property, plant and equipment are recorded at cost.
Expenditures for maintenance and repairs are charged
against income and renewals and betterments are
capitalized. The cost and related accumulated deprecia-
tion of property, plant and equipment sold or otherwise
disposed of are eliminated from the accounts and the
resulting gains or losses are reflected in income. Depre-
ciation for financial reporting purposes is determined
on a straight-line basis for buildings and leasehold im-
provements and on the double declining balance basis
for machinery and equipment.

Income taxes

Deferred income taxes are recognized for timing dif-
ferences between income for financial reporting purposes
and taxable income, Investment tax credits are recognized

in the year the related assets are placed in service.
Net income per common share

Net income per common share is computed based
on the weighted average number of commeon and com-
mon equivalent (stock option) shares outstanding for the
period retroactively adjusted for a 30-for-1 stock split
effective November 1980 (Note 8).

Note 2 —Inventories:

ies, by major cl. were as
follows:
May 31,
e el
(in thousands)
Finished goods $191,239 $109,718
Raw materials 6,044 5,177

Work-in-process 5:534 5,334

$202,817 $120,229

Note 3—Property, plant and equipment:

Property, plant and equipment were comprised of
the following:

May 31,

1982 1981

(in thousands)
Land $ 1,864 $ 1,245
Buildings 6,558 1,660
Machinery and equipment 30,628 19,054
Leasehold improvements 2,357 1,886
41,407 23,845

Less lated d 12,485 7,673

$28922 $16,172
Included with machinery and equipment are capital
equipment leases of $9,004,000 and $8,720,000 at May
31, 1982 and 1981. Amortization of capital equipment
leases aggregated $4,5 47,000 and $3,032,000 at May 31,
1982 and 1981 and is included with accumulated
depreciation.
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Note 4=Short-term borrowings:

Noss peayabiete fenksloiersbearng socoit
payable 1o NIAC aid relased unused lines of credis are
summarized below: E

Banks
Domestic  Foreign
Operations Operations _ NIAC _
(in thousands)

At May 31, 1982:

Toral borrowings Sxoxooo $ 9.673 Scz.}q,ém

INTErest raie Ya% 1478% 167470

Unusedcreditline $ 7,000 $ 3,234  $57,594
At May 31, 1981:

Total borrowings  $ 61,000 $ 190 $36,529

Interest rate 21%% 21%% 19%:%

Unused creditline $ 9,000 § 210 $33,471

Effective September 1 1, 1981 thc Company entered
into a $110 million d g credit
with a group of five commercial banks. The agreement
provides for borrowings at the prime rate plus ¥2% (re-
duced from prime plus 1%). The Company has the option
of borrowing up to $60 million of the $110 million at
interest rates based upon spreads above the banks’ margi-
nal cost of funds. The agreement requires the payment
of a commitment fee of %2% on the unused line of credit.
Borrowings under the line of credit were secured by ac-
counts receivable and inventories until April 15, 1982, at
which time the agreement was amended to provide for
all borrowings on an unsecured basis. The line of credit
agreement is renegotiated annually and, among other
things, requires the mai of specified
net worth and financial ratios and limits the amount of
expenditures for property, plant and equipment.

The Company has outstanding unsecured loans at
interest rates at various spreads above the bank’s cost of
funds, for financing foreign operations.

with a L

duced from 1% % at May 31, 1981). Effective June 10,
1982, the interest rate was reduced to ¥2% below a bank's

primenn.‘  pa ,_HetoNlAC ere d by

andi des until Apnl 15,
198" o pmm Yo ﬁ wmgs o an e
b:sls

N tcS -térm debt;
Ol S BT A0, i hllowing
May 31,
1982 1981
{in thousands)

7% unsecured note payable to
the U.S. Department of the

Treasury for customs duties in
24 equal monthly instalments

through September 1982 $ 1,667 S 6,442
8.4%-14% uplul equipment )
lease ol payablein :

through 1988 &267. 7227
3% Induseria)

Bond for the state of
New Hampshire, secured by
certain land and buildings,
duein somi-annual instal- .
meors through Junvary 1997 730 =
Otthér i 1358 ns62
13,022 15,231

Less portion due within one )

year : ‘3,936 - 6620

S goaes

The note payable to theU.S. D of the
'ﬁmynudwdﬁmnasmkmemo(dmmammd

P 1980

accounts payable to NTAC are generally due 115 days
after shipment from the foreign port. Interest on such ac-
counts payable accrues at a bank’s prime rate as of the
beginning of the month of the invoice date, plus %1% (re-

‘methiod for cermain dthletic footwearim-
ported prior to October 2, x979. Dutiés on such.footwear
imppnedwbceqmm(hndm have been determined
qﬁmvkedappnhminmhodﬂﬂpaidoﬂam

S o

L e e

Amounts of long-term debt repayable during

the five years following May 31, 1982 are summarized as
follows:

Lo’,'f.Tm Capital Lease

E‘.d,,z,,,g O ligations
Cdpnal Minimum  Amount
Lease Representing
Obhgauons Payments _Interest Total

(in thousands)
1983 $2,537  $2,131 732)  $3,936
1984 682 2,073 (556) 2,199
1985 630 1,854 (331) 2,153
1986 668 1,422 (142) 1,948
1987 391 523 (24) 890
Lateryears _ 1,847 53 (4 1,896
36755 $8.056 S(1,789) Sizo2:
Note 6-Income taxes:
T isions foti g
follawing:
Year Ended May 31,
1982 1981 1980
(in thousands)

Currcac.
Federal $43,492  $22,077 $ 9,793
State __7:9éx __3,838 _ 1,888
$1,434 25,915 11,661

Deferred:
Federal (739)  (1,009) (114)
State (106) 156) (21)
(845) 1,16 135)
Total provision  $50,589 $24750 $11,526

Income tax expense was reduced by investment
tax credits of $845,000, $603,000 and $469,000 for the
years ended May 31, 1982, 1981 and 1980, respectively.

The sources and amounts of deferred income taxes were 15
as follows:
Vose Fadad Mau 21
1982 _ 1981 1980
(in thousands)

Inventory write-down

to market $(1,065) $ 327 $(645)
Customs duties 35 (1,303) 698
Others, net 185 (189) _(188)

$ (845) S(1,165) $(135)
The effective income tax rate differs from the
statutory federal income tax rate as follows:

Year Ended May 31,
1982 1981 1980

Federal tax. provision at

statutory rate 46.0% 46.0% 46.0%
State income taxes, net of
federal benefit 42 3.9 41
Investment tax credit (.8) (1.2) (2.0)
Other, net S 5 ST § (1)
50.7% 48.8% 48.0%
Note 7=Rédeemable Preferred Stock:

NIAC is the sole owner of the Company’s autho-
rized redeemable Preferred Stock $1 par value, which is
redeemable at the option of NIAC at par value aggre-
gating $300,000. A cumulative dividend of $.10 per share
is payable annually on May 31 and no dividends may be
declared or paid on the Common Stock of the Company
unless dividends on the redeemable Preferred Stock
have been declared and paid in full. There have been no
changes in the redeemable Preferred Stock in the three
years ended May 31, 1982. As the holder of the redeem-
able Preferred Stock, NIAC does not have general voting
rights but does have the right to vote as a separate class
on sale of all or substanially all of the assets of lhe Com-
pany and its subsidiaries; on merger,
liquidation or dissolution of the Company or on sale or
assignment of the NIKE trademark for athletic shoes
sold in the United States.
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Note 8—Common Stock:

In November 1980 a recapitalization was com-
pleted in which 20,000,000 shares of Class A Common
Stock no par value and 30,000,000 shares of Class B
Common Stock no par value were authorized. Each share
of Common Stock outstanding prior to the recapital-
ization became 30 shares of Class A Common Stock, 4
30-for-1 split. Each share of Class A Common Stock
is convertible into one share of Class B Common Stock
and 11,976,000 shares of Class B Common Stock are re-
served at May 31, 1982 for such conversion. Voting
rights of Class B Common Stock are limited in certain cir-
cumstances with respect to the election of directors.

In October 1980 the shareholders approved the
adoption of the Company’s Employee Incentive Compen-
sation Plan (Option Plan) under which 840,000 shares of
the Company’s Common Stock are reserved for issuance.
Under the terms of the Option Plan, options granted must
not be at a price less than the fair market value of the
Class B Common Stock at the date of grant and can be is-
sued in either Class A or Class B Common Stock. Options
for 60,000 shares were granted at prices from $20.25 to
$22.00 during the year ended May 31, 1981 of which op-
tions for 13,500 are exercisable at May 31, 1982. There
has been no other activity under the option plan.

The Option Plan is administered by a committee of
the Board of Directors which has the authority to deter-

mine optionees, the number of shares to be covered by
each option, the dates upon which each option is exercis-
able, the method of payment and certain other terms. The
Option Plan has a stock appreciation feature which gives
the committee authority to allow a specified holder to
surrender his option in exchange for (1) the cash value of
the difference between the option price and the fair mar-
ket value of the common stock subject to option at the
date of surrender, (2) the number of shares having such
cash value or (3) a combination of the above. The Option
Plan expires in 1990.

In October 1980 the Company amended compensa-
tion with three pl directors to
provide these directors with the right to purchase up to
360,000 shares of the Company’s Class A Common Stock
at $.83 per share (after the 30-for-1 split). The estimated
fair market value of these shares at the date granted was
$12.50 per share aggregating $4,500,000. The rights to
purchase 10% of the shares vested in October 1980, an
additional 40% will vest in October 1984 and an addi-
tional 10% will vest in October of each of the years 1985
through 1989 as long as the directors serve in an advisory
and consultative capacity during that perlod and meet
other specified conditions. The three direct
their rights to purchase 36,000 shares as of October xgsa
All purchase rights must be exercised by October 1994.
The Company will recognize compensanon expense
of $4,200,000 over the nine-year vesting period.

Note 9—Profit sharing plan:

Effective June 1, 1977, the Company established
a profit sharing plan available to substantially all employ-
ees. The terms of the plan call for annual contributions
by the Company as determined by the Board of Directors.
The board authorized contributions of $1,750,000,
$1,020,000, and $750,000 to the plan for the years ended
May 31, 1982, 1981 and 1980, respectively.

Note 10—Commitments
and contingencies:

The Company leases space for its offices, ware-
houses and retail stores under leases expiring from one to
fifteen years after May 31, 1982. Rent expense aggregated
$6,009,000, $3,929,000 and $2,768,000 for the years
ended May 31, 1982, 1981 and 1980. The following is a
schedule of minimum future rentals on noncancellable
operating leases as of May 31, 1982 (in thousands).

Years Ending
May 31,
1983 $ 6,932
1984 6,676
1985 4778
1986 3,937
1987 3,421
Later years _26,924
Total minimum future rentals $52,668

In April, 1979, an apparel company filed a com-
plaint against the Company alleging breach of a licensing
agreement, restraint of trade and false representations.
Plaintiff seeks damages of $2,000,000, an award trebling
such damages, and punitive damages of $2,000,000.

In October 1980, a competitor filed a counterclaim to a
proceeding brought by the Company alleging that the
Company has attempted to monopolize the running shoe
market and that the alleged acts of monopolization consti-
tute unfair trade practices and wrongful conduct with re-
spect to the competitor. In October 1981, the competitor
commenced proceedings under Chapter 11 of the Bank-
ruptcy Code, and a Creditors’ Committee was formed.
The Committee has chosen to continue to pursue the
competitor’s counterclaim against the Company for in-
junctive relief and $10,000,000 in damages, to be trebled
under the antitrust laws. The Company believes that the
above-described claims are without merit and will not re-
sultin a material loss to the Company.
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Supplementary Information to Disclose the Effects

of Changing Prices qwauditsd)

In accordance with the Financial Accounting Stan-
dards Board (FASB) Statemenit No. 33, Flmnmlkepm-
mgmdchngmgl’mu, lheComp-ny
followi e ’d:eFASBmlcu

the esti eﬁacuof flation. Hi
dolhramomnunpomdmﬂwpnnmyﬁnmﬂmw—
ments have been adjusted to show.the effects of (1) gen-

cral inflation (constant dollar), and (2) changes in spedﬁc
prices {current costs). Because the Company values its in-
ventogies at the lower of cost, last-in first-out (LIFO), or
market, which resilts in recognition of current cost of
goods in cost of sales'and since total property, plant and
.equipment are a relatively minor portion of total assets,
the effects of inflation on the Company as measured

f

under the standard d by FASB S No. 33
are not significant. Also because of the experimental na-
ture of the required d:sdosnres, management has not con-
cluded that this information accurately represents the true
impact inflation has on the Company.

‘The constant dollar information was derived by ap-
plying the Consumer Price Index in current year average

was derived by applying published govemment
and private indexes to the related historical costs in cur-
rent year average dollars. The depreciation and amortiza-
tion amounts under both the constant dollar and current
cost methods were computed by applying the appropriate
indexes against the historical amounts. The provision for
income taxes under both methods has not been changed

dollars to the related historical costs. The current cost in- because the FASB 33 adj) are not tax deductibl
Consolidated Statement of Operations Adjusted Five-Year Com fanson of Selected Supplementary Financial 29
for the Effects of Changing Prices (in thousands) Data Adjusted for the Effects of Changing Prices
Year Ended May 31, 1982 Year Ended May 31
Adjusted for 1982 1981 1980 1979 1978
As Constant Cs t F
R [l;:l e E’;:' e (in thousands, except per share and CPI data)
Revenues SQ},ESL $693,582 $693,582 As reported $693,582  $457,742  $269,775  $149,830 $ 71,001
. § Constant dollars 693,582 498,272 328,774 206,375 106,711
Coao{ nls 479574 479574 470,24 Chint el s dions
Dq?nfmnon o $i135 5731 5:569 Nec ncome 48,440
$Selling and administration® 93,095 93:09§ 93,095 Net income per common share 271
Interest 24,538 24,538 24,538 Net assets at year-end 151,494
pense — 435 ___435 43§ Current cost information:
593777 594373 _soanmt Nt income 4hses
Income before provision for taxes Net income per common share 2.71
and minority intescsy 99,808 . 99,200 99,271 Net assets at year-end 137,081
sonfori 8 8 Decrease in current cost of
Frovisian for PRI _&u —52 _f&j_si inventories and property,
Inicome before miiriority intérest 49,216 48,620 48,682 plant and equipment,
Minority interest 180 . 180 180 net of inflation 11,169
oo = Other information:
Netincome. o S 49036 5 aBgs0 § 4502 Purchasing power gain
Unmli(ud_gam from dledme in . ) on net monetary items 4,990
P 18 P net S 4990 § 4990 Market price per common
- . »
The increase in inventories and p pl lting from general inflation of $11,896 off- share at year-end a ns?om:d 297 22%
seta decrease in the specific prices of such assers of 511,169 At May 31, 1982, the current mohnvenmnes Average consumer price index 280:3 z57:5 ke 203-5 x86:5

was Suo,7x7 and the curent cost of

netof and

xty, plant and

a] cost.

amortization was $31,889. Corresp
for property, plant and-equipment.

*Exclusive of depreciation.

$202,817 fori and $28,922

*Prior to December 2, 1980, the Company was
privately owned and no market Pprices were
available.
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