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Highlights

_ 1983

$867,212
57,004
6.6
97,701

$209,871
508,028
10,503
300
240,613

$112,170
375,473
9,086
300
131,960

16,358

$ 74,687 S 20,624

230,289 134,615

8,611 11,268
300
83,021

$149,830
9,723
6.5

29

7,915

$ 13,266
79,826

16,281

January 5, 1983. At year end there were seventeen

record,




Although our 1983 financial performance did not
meet the expectations which we held a year ago, we are
pleased with the results. NIKE revenues increased 2.5%
and net income was up 16%. Our apparel program is
rapidly expanding and we have firmly established NIKE
in both Europe, where revenues more than doubled to
$38 million, and Japan, where revenues increased nearly
four-fold to $41 million.

Our financial strength, combined with the quality
and capability of our employees, positions us to take
advantage of the opportunities and challenges ahead.

Recently, the President’s job was turned over to
Bob Woodell, while 1 remain Chairman and Chief
Executive Officer. By delegating the management of
daily operations, I can now devote more time to the
increasingly important job of planning our worldwide
strategy for the future.

NIKE’s challenge is not whether we can reach a
billion dollars in revenues, but whether we can grow
substantially beyond that in the years ahead with as
good, or better, profit margins. I believe the latter is a
realistic goal and I would not trade NIKE’s position or
future opportunities throughout the world with those
of any other company in this industry.

For all businessmen, the next five years hold as
much uncertainy as has existed in decades — but also as
much excitement and opportunity. I believe those com-
panies which will be successful will be thase with good
management and a good market position. We have both.

A year ago I said that we were entering our most
exciting decade. My opinion remains the same.

Philip H. Knight

Chatrman and Chief Executive Officer

JOHN MeINROE




Innovation and Product Development — Cornerstone to Success

At the Sport Research Laboratory, scien-
tists utilize state-of-the-art techniques to analyze
the relationship between various footwear designs
and performance athletic shoe characteristics such

translate the needs of the athlete into the best prod-

in innovation will have the best opportunity to be
the leader in the marketplace. NIKE management is
committed to translating innovative protoypes,
developed through extensive research and devel-
opment, into products manufactured on a consist-
ently high quality basis.

Adherence to exacting production stand-
ards is ensured throughout the world by NIKE
personnel who supervise quality control procedures
at cach production source. In 1983, approximately

the United States, Ireland, and England.

Shoe specifications are developed through
the combined effort of several departments, one of
which, the Chemistry and Materials Research De-
partment, evaluates the characteristics and durabil-
ity of shoe materials including leather, fabrics,
adhesives, synthetic upper materials, sockliners,
and midsole and outsole compounds.

Another research unit is the Advanced
Concepts Department which studies the potential
use of new and advanced materials resulting from

NIKE’s 87,000 square foot Corporate
Technology Center in Exeter, New Hampshire is
totally devoted to innovation. A significant part of
this center is the NIKE Sport Research Laboratory
which was established in September 1980, and is
acclaimed as among the most extensive of its kind

CARL LEWIS
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The Product Development Deparmment is
the birthplace of new NIKE shoes. Applying the
information and test results received from the other
research departments, prototypes are designed and
readied for volume production. This group also
consults with medical experts and specialists from
fields related to athletics.

In our opinion, testing at the NIKE Sport
Research Laboratory during the evolution of
NIKE’s technical running shoe line has been the
most exhaustive ever conducted by an athletic
footwear company. In.one 8 month period, pro-
totype testing resulted in the creation of over
22,000 feet of film and 1,200 hours of film analysis.
Force platform and accelerometer measurementsof
over 4,000 foot strikes have also been made. Exten-
sive research involving the study of 16,000 runners,
both in the laboratory and on the roads, went into
the development of the present line.

During their studies, NIKE scientists dis-
covered that the “average runner” may not really
exist. For example, we leamned that almost 40 per-
cent of American runners have something other
than what is thought to be a “normal” arch. Inves-
tigating physiological and biomechanical
conditions as a function of footwear variables has
never before been conducted in such depth.

Thus, NIKE's technical shoes need to be
understood as systems in which the design of vari-
ous components — lasts, outsoles, inserts, and sup-
port devices — work together to produce the per-
formance characteristics of each model.

For years, scientists have tried to use air asa
buffer berween the foot and the ground. It took the
combined efforts of NIKE designers and chemiists
to determine the precise combination of compo-
nents. That combination is the NIKE-Air midsole, a
unit constructed of channels of pressurized gas
which run through a polyurethane midsole. A
foot strikes the ground, the air channels are
prewcd at the point of impacrt. This compres-
sion cushions the foot under all weight-bea
areas and reduces the impact shock on muscl N
and joints. The NIKE-Air unit is also more res
than conventional cushioning systems, We believe
this resiliency may minimize leg fatigue and permit
the athlete to play stronger and longer.

ALBERTO SALAZAR

The Odyssey, a shoe introduced in 1983,
incorpoms features which result in signiﬁmntly
less pronation than may occur in a typical running

shoe. The reduction is ereatest for runners who
excessively pronate, that is, those whose ankles roll

inward on foot strike, The Odyssey is constructed

on a revolutionary last, unlike any other in the
industry, and a NIKE-Air heel wedge is added to

; hioni
" &llsr'i':nn% /C model incorporates a Phy-
lon midsale which compacts much less than other
lightweight foams and provides superior

cushioning.

ment to [i1BE Sk anrpiRssd it ic
foorwear, Sorboth. rk of 59!‘2&499::
is 2 viscoelastic polymer constructed to duplicate
the fat pad in the heel of the human foot. It is
included with our Equator model because Sor-
bothane reduces significantly the shock experi-
enced by the lower leg during running,

Asa result of extensive foot mor-
phology studies, NIKE has designed an anatomi-
cally correct arch support which conforms to the
contours of the foot. Most arch supports demand
that your foot conform to the insert. Each of the
shoes in the NIKE technical running line utilizes a
unique approach to support, cushioning and
weight. Each shoe is designed to extract the best
performance from the runner for whom it is in-
tended, while simultaneously providing excep-
tional injury protection tailored to one’s individual




It should come as no surprise that every
men’s record from 860 metess to the marathon has
been established by athletes wearing NIKE shoes.
The 1983 Boston Marathon saw Joan Benoit shat-
ter the world record by an astonishing two minutes
and forty-six seconds. In a year whea Carl Lewis
continned to sprint and jump his way to spons

immortality and when Mary Decker won the

prestigious Sullivan Award as the country’s out-
standing amareur athlete, NIKE athletic shoes
continued to be worn by athletes during their rec-
ord breaking performances.

The fact that world-class athletes compete
and set records in innovative NIKE products creates
a consurner demand for all NIKE products, each of
which incorporates all or many of the same innova-
tive design concepts. Increased sales reflect this con-
sumer dersand.

Revenues from the sale of running shoes in
the United States reached $268 million in 1983, or
31 percent of our total revenues. NIKE bas seen
lirde evidence of any diminished interest in running
as the number of entrants continued to climb in
many races acvoss the United States. For example,
San Francisco’s Bay-to-Breakers race recently ac-
cented almost £ <:000 entries wi zm'lymns another

30,000 runners competing unol
NIKE’s innovation is often solving prob-

ems ¢ ing athletes, For example: a 2

Boun Fehetbal B nping ot ad ore-balf

to three feet for a rebound, lands at approximately
i mlz'fem of gravity. With mnve:]io

g:s e 0€s an e i protected only by a

small stab of rubbes. Now, players like Philadelphia

76er’s stars Moses Malone and Bobby Jones have

an option — our new Air Force 1 model, incor-
porating the patented, pressurized NIKE-Air mid-
sole which provides up to 30% more cushioning
than conventional midsoles.

Another innovation incorporated into the
Air Force 1 is the BioFeedback Strap which encircles
the top of the shoe collar. The belt exerts a slight
pressure just above the ankle so that the athlete’s
body can more accurately monitor ankle joint posi-
tioning and decrease the chance of injury.

The concentric circle outsole is functionally
as innovative as the famous Waffle outsole, but the
engineering creativity may be more subtle, The con-
centric circle provides for optimum traction while
simultarseously providing minimum resistance
whien the foor pivots. The optimal number of
grooves and their relative thicknesses was deter-
mined only aftef ifjgsnsive reseaseh:

Qur initial research indicates the Air Force
1 is the first basketball shoe to significantly reduce
leg shock resulting from running and jumping.
Since the best athlete is only effective when able to
compete, NIKE's shoes are designed not only to
enhance performance, but also to minimize the
likelihood of injury.

The same type of innovation applies to ten-
nis shoe de'vela)pm'cynx.pe In 1983, N“ﬁ(Eafxrmduoed
the Air Ace model. Incorporating a number of in~
novative design features — the variable width lac-
ing system and the thermo-resistant polyurethane
outsole ro name only two — the Air Ace is the first
tennis shoe with an air midsole for exceptional
cushioning, and the stability to meet the demands
of competitive play.
from aeb iR Bfonch S0 ormarion
height, multi-use court shoe, frequently worn by
John McEnroe, which helps keep the footina
neutral plane, thus increasing the athlete’s sense of
body awareness and reducing the likelihood of
injury. Once again, better performance through
innovation.

s 00 o denlopmes,
same major emphasis that has historically been
concentrared in the running shoe line.

uany pecxun”



The improvement in our product offering
has reduced NIKE's potential reliance on a rela-
tively small number of models to generate court
shoe revenues, which toralled $185 million in the
United States in 1983. Innovation plays an impor-
tant role here as technica) features designed for
top-of-the-line styles are incorporated into shoes at

Tower prices.
chandhss of the sport for which a shoe is
developed, the hundreds of hours of hare

meaningless if the final product docs ot satisfy
athletes’ needs. A NIKE football shoe, the Shark
Stove Top. is just one example of a product that
clearly satisfies specific athlete requirements. The
rubber Shark pattern cupsole is the result of inrui-
tive and wnnovative genius. While a NIKE executive
was hing a televised, rail ked football
game, he sketched a cleat pattern and refined the
design as the game progressed. At game’s end, the
Shark cleat pattem had been conceived. Subsequent
research scientiﬁmlly supported the accuracy of the
designer’s intuition. The Shark Stove Top upper,
wllh the unique extend:d ankle collar, i isa desxgn
which p
support for the ankles, always a most vulnerable
area.

In most countries of the world when people
think of “football,” they really mean soccer. In the
last year, athletes have more closely identified NIKE

8 n? In-
%‘h hogh Sluaxlln“e,\iroc SSceer Dre s & slgnﬁ‘ant m: i
provement over previous NIKE soccer shoes in both

durability and technical excellence.
An extensive developmenl pmgmm
tinues at our ed factory
the primary source of NIKE's soccer shm We zlso
continue our relationship with Aston Villa, 1982
English and European Cup Champlons, who pro-
vide valuable field testing
Such field tsnng was important in our

development of the Eurostar D soccer shoe which
features a revolutionary polyurethane outsole with

flex grooves. The grooves bend outward to permit
increased running efficiency and lock flat for im-
proved power when striking the ball. Benefitting

vation answers the needs of athletes. The MCS
Nylon was developed in response to a ban on metal
spike shoes by the National High School Athletic
Federation. The outsole incorporates the same de-
sign concepts as the Shark, bur utilizes 2 halder

ial in a baseball style. An i
of major leaguers regularly compete in the MCS
Nylon shoe in a league that has not banned the
traditional metal spike.

In 1983, sales of NIKE cleated shoes in the
United States tripled to $41 million.

Developing shoes for those who may grow
up to be world class athletes is just as important as
addressing the needs of present day supersears.

In 1983, NIKE introduced a children’s run-
ning shoe which we believe is superior to any run-
ning shoe — children’s or adult — of just a few years
ago. The Destiny model incorporates many of the
innovative design features — variable width lacing
and Center of Pressure outsole, for instance —
available in NIKE's top-of-the-line models. With a
wider last, designed specifically for a child's foot,
NIKE is providing the child athlete with the same
superior cquipment as adults, the same worn by
such ourstanding achletes as Alberto Salazar.

Excluding the various color combinations,

[hﬁx::, ?n(:'lcl‘:’ﬁg &m&wlga cally for
running, court sports, feld sports, wrestling, and
hiking, For their infant children, parents can choose
from several models, including the Derby which
features a special Velcro closure system. This system

also from NIKE's running shoe devel is the
Genoa, an artificial turf shoe which is the Birst to
incorporate a midsole wedge to provide additional
cushioning on hard surfaces.

The MCS (Metal Cleat Substitute) Nylon
basebali shoe serves as testimony that NIKE's inno-

=

ides infants with the ability to put on theirown
shoes. We will continue to develop new shoes for

children which will feature speoal shapes to ensure
an anatomically correct fit for a child's developing
feer.

Revenues from the sale of children’s shoes

17 Sieumilipo it 985 48R yresaRilidP R ar



finished product conforms to NIKEs rigid
quality standards.




1983 were $867,212,000 compared KOIS(V‘) 3,582,000 in
1982 and $457,742,000 in 1981, as set forth below:

Year Ended May 31,

1982

1981

3668,53
Domestic apparel 107,41
Foreign 23,

LOmestic iootwear

$867,21

Increases in domestic sales of footwear and apparel
in 1083 resulted from continuing increased acceptance of
the Company’s products. Incre: din all
lines of domestic footwear with the exception of court
shoe sales which declined 9% due primarily to weakness in

s were achie

the basketball shoe sector. Increases in other shoe
categories ranged from 13 % in running shoes to 204% in
field sport shoes. A portion of the gain in foreign revenue
was related to direct distribution by NIKE in Japan and in
certain major markets in Europe for 1983.
markets were made through distributors or licensees dur-
ing part of 1982 and all of 1981.

Net income rose 16% to $57 million in fiscal 1983
compared to an increase of 89% in 1982, The 1983 in-
crease was related to higher revenues {25% increase) com-
bined with a higher gross margin (32.0% compared to
/ in 1982) offset by a higher level of selling and
administrative expenses (1 5.3 % of revenues compared to
13.7% in 1982). The increase in selling and administrative
expenses was due principally to increased spending for the
establishment and development of fareign operations.
Interest expense, as a percent of revenues, declined dueto a
Jower level of borrowings and lower interest rates com-
bined with a higher level of revenues compared to a year

ales in these

agu.

The 89% increase in 1982 net income was primarily
attributable to higher sales volume and an improved gross
margin.

DALE MURPHY

“Futures” orders booked for domestic delivery of
footwear from June through November 1983 are approx-
imately 16% lower than such orders in the comparable
period in 198 t once” orders shipped in the fourth
fiscal quarter were 31% above the fourth quarter of the
prior year. " orders shipped in June 1983 were
19% above June 1982 levels.

£ onc

compared to an increase of $132,467,000 in 1982. Inven-
tories at May 31, 1983 aggregated $283,788,000, up
$80,971,000 over 1982 levels.

The 1087 increase in inventories is artributable to

expanded products lives, additional distributian facilities,
and lower than expected sales. Inventory turns for 1983

were 2.4 compared to 2.9 in 1982 and 3.7 in 1981. Sched-
uled foorwear deliveries into the United States during June

through Seprember 1983 are substantially below prior
year dell
tional reductions in inventories are anticipated during the

eries and below anticipated sales levels. Addi-

year.

Capital expenditures for 1983 aggregated
$21,031,000, compared to $18,228,000 in 1982 and
$9,914,000 in 1981. The 1983 capital expenditures and
the increase in current assets were financed by an increase
of $20,604,0c0 in short-term borrowings, long-term bor-
rowings of $4,13 5,000, net proceeds of $5 1,442,000 from
the sale of common stock in October 1982 and funds
provided by operations.
current ratio for 1983 was 1.82:1, compared
0 1.48:1 in 1982 and 1.5 4:1 in 1981. The ratio of debt to
equity at May 31, 1983 was 1.1:1 compared to 1.8:1 at
borh May 31, 1982 and May 31, 1981.

Management believes that currently available short-
term funds, together with funds generated by operations,

scapital expenditure and
iscap pei
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Einancial Repest;

Management of NTKF. Inc. is responsible for the in-
and d in this report. The
financial statements have been pnpalcd in conforn'uly wnh
the g:n:nlly amepud

¢

An Internal Audit Deoarmment reviews the resules of

its work with the Audit Committee of the Board of Di-
rectors, presemly consisting of three directors who are not

ploy f the Company. The Audit Commitree is re-

mdude SOMe amounts sponu'ble for ncommendmg 1o the Board of Directors the
bascd on our best estimaes and judgments. Other financial of the indep and reviews
in this report withthese financial  wich the i d and the
e internal audu stal'f thescope and results of the annual
the i f the control
desigritiad:: b ik imchvidguarded! system and other matters relating to the financial affairs of
frol horized use or disposit andwlud\ provide for the Company as they deem appropriate. The independent
the ion of fnancial ity with and the internal auditors have full access to the

genenally accepred accounting principles. These systems are
supplemented by the selection and training of qualified
financial peesonnel and an organizational structure provid-
ing for appropriate segregation of duties,

Renart of Indenendent Acconntants

Committee, with and without the presence of management,
to discuss any appropriate matters.

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

Inour opinion. th lidared bal.

and the related

<consolidared statements of income, of changes in financial position and of share-

holders’ equity present fairly the financial position of NIKE, Inc. and its sub-

sidiaries at May 31, 1983 and 1982, and the results of their opmnions and the

changes in cheir financial position for each:of the three years in the period ended

May 31, 1983, in oonfonmty wlth generally accepted accounting principles con-
of these

sistendy applied. Our

were made in

with generally accepted auditing standards and accordingly included such tests of
the accounting records and such osher auditing procediires as we considered

necessar in the circumstances.

Price Watethouse

Portland, Oregon
July 20, 1983

—

NIKE, Inc.
Consolidated Statement of Income

Year Ended Moy 31,

Revenues

Costs and expenses:
Cost of sales
Selling and administrative
Interest (Notes 4 and §)
Other expense

Income before provision for income taxes and
minority interest

Provision for income taxes (Note 6)

Income before minority interest

Minority interest

Net income

Nex income per common share (Note 1)

Average number of common and common equivalent shares (Note 1) 37,158

The ing Notes to Consolidated Financial S

1983 1982 1981
(in thowusands, except per share data)
$867,212  $693,582  $457,742
589,086 473,885 328,133
132,400 94,919 60,953

25,646 24,538 17,859
1,087 435 92
749,089 593,777 407,037
118,123 99,805 50,705
60,922 50,589 24,750
57,201 49,216 25,955
197 180 -

$ 57,004 $ 49,036 $ 25,955
$1.53 $1.37 $.76
35,708 34,031

are an integral pant of this statement.



NIKE, Inc. NIKE, Inc.
1 Consolidated Balance Sheet Consolidated Statement of Changes in Financial Position
May 31, i Year Ended May 31,
Assets 1983 1982 1983 1982 1981
Ty fpes Financial resources were provided by: (i)
Cash $ 13,038 S 4,913 Net income $57,004 $49,036 $25,955
A ivable, lesshll for doubtful accounts of $3,751 Income charges (credits) not affecting working capital —
and $3,877, respectively 151,581 130,438 Depreciation 9,421 5:135 3,774
Inventories (Notes 1 and)z) 283,788 202,817 Minority interest 197 180 -
Deftrfed income taxes arld purchased tax benefits (Notes 1 and 6) 10,503 2,145 Other (x88) 194 131
Prepaid expenses 6,625 5,198 -, ‘Working capital provided by operations 66,434 54,545 29,860
Total current assets 465,535 345,511 Net proceeds from sale of Class B Common Stock
By s ad o ot 05 Wiy Do e oo U
S e ] S arfs S i Additions to long:term debt . 4135 4477 4392
39,731 28,922 Disposal of plant and equipment 584 343 134
Proceeds from exercise of stock options 100 - 450
Other assets (Note 1) 2,762 1,040 Minority sharcholder coneribution = 648 =
! $508,028  $375,473 136,965 60,013 62,726
Liabilities and Shargholders’ Equity Additions to property, plant and eq 21,031 18,228 9,914
Purchase of tax benefits 15,277 - -
Current Liabilities: Long-term debt becoming current 2,368 4,002 7,049
Current portion of long-ferm debt (Note 5) $ 2347 $ 3,936 Additions to other assets 527 161 670
Notes payable ro banks fNote 4) 132,092 112,673 Unrealized loss from lation of of
Accounts payable (Note ) 91,102 74,064 foreign operations, including minority interest 31 109 =
Accrued liabilities 19,021 22,894 Dividends on red ble Preferred Stock Lo y4e30, £ 9430 €88 530,
Income taxes payable ) 11,102 19,774 39,264 22,530 17,663
Total current liabilides 255,664 233,341 Increase in wosking capital $97,701 $37,483  $45,063
Long-term debt (Note 5) 10,503 9,086
Commitments and contingdacies (Note 10) ™ 7 Analysis of Changes in Working Capital
1 LesEsm lidated subsidiary 948 2 Increase (decrease} in current assets:
Redeemblel’mlenedSlodf (Note 7) 300 300 Cash S 8,125 $ 3,121 S0 8%
: n Accounts receivable 21,143 . 43,202 23,375
Sharsholders’ equity (Note B): e 80,971 82,588 64,288
Common Stock at stated|value ¢ 81¢8 3 6
Class A convertible —|18,837 and 11,976 shares outstanding 225 166 ' Deferred income taxes and purchased tax benefits 8 :f & é
Cl::f.B — 18,434 2y ,5fuseoumanding 2,646 1,414 Prepaid expenses 1,427 2,7 33
Capital in excess o1 stateqf va 77,457 27,020 120,024 132,467 89,129
Unrealized translation gajn (loss) 70 (67) 4 Increase (decrease) in current Babilities:
Retained eamings 160,215 103,42 Current portion of long-term debt (1,589) (2,684) 2,753
I 240,613 131,960 Notes payable 1o banks 19,419 §1,483 24,690
Accounts payable 17,038 1,572 60
$508,028 S pay: 7,03 31,57 5,5
23008 2a2uizd Acerued liabilities (873 7,493 5,102
Income taxes payable _(8672) 7120 5,961

22,323 94,984 44,066
$37.483 $45,063

:

Increase in working capital

The panying Notes tq Consolidaced Financial S are an integral pare of this statement. The ing Notes to Consolidated Financial S are an invegral pare of this starement.




Balance at May 31, 1980

Recapitalization and 30-for-1 stock split

Stock options exercised

Conversion to Class B Common Stock

Sale of Class B Common Stack in a
public offering in December 1980
(net of issuance costs of $433)

Net income — year May 31, 1985

Dividends on redeemable Preferred Stock

Balance at May 31, 1981

Conversion to Class B Common Stock

on mnshn‘pn of statements of

oreign operal

Netincome — year ended May 31, 1982

Dividends on redeemable Preferred Stock

Balance at May 31, 1982

Stock optioas exercised

Conversion to Class B Common Stock

Gain on translation of statements of
foreign operations

Sale of Class B Common Stock ina
public offering in October 1982

M»ﬁm«gxwmomn)

Net income — year ended May 31, 1983

Dividends on redeemable Preferred Stock

Balance at May 31, 1983

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

Capital
_ CommonSiock ot
Class A* B of Translation
i e o Wl Uik B
Shares AmotmtSle Amownt _ Va (Loss) Eami Total
(in thousands)
538 S$189 $ A b $28,496  $28,756
15,602 - s
36 36 414 450
(2,246) (31) 2,246 $ 3 =
1,355 L35S 26,535 27,890
25,955 25,955
(30) (30)
13,930 194 3,601 1,386 27,020 S4421 83,021
(1,954) (28) 1,954 28 L
$ (67) (67)
49,036 49,036
AENE W et (30) (30)
11,976 166 5,555 1,414 27,020 (67) 103,427 131,960
4 5 95 100
(3,043)  (40) 3,043 40 h
137 137
L,I0O 1,100 50,342 51442
9,904 99 8,732 87 (186)
§7:004 57,004
(30) (30

18,837 $225 18,434 $2646 $77,457 $

d Financial S

The ing Notes to Consolid:

70 $160,215 $240,613

are an integral part of this statement.

NIKE, Inc.

Notes to Consolidated Financial Statements

Note 1 — Operations and significant
accounting policies:
The Companv develops and markm athletic foot-

wear and appalel These pmducts are distributed. dmaly
to retailers in the United States and major European mar-
kets and 1o wholesalers in Japan, The products are also
distribured in other markets through independent dis-
el b A R e e

foreign contractors and imported through Nissho Iwai
American Corporation (NIAC),

Basis afcortsolidtiagd inancial statements include the

accounts of the Company and its subsidiaries, All signifi-
cam lmemompany transactions and balances have been
d. To facilitate the timely ion of the con-
lidated financial the of foreign op-
erations maintained outside the United Scates have been
consolidated for fiscal years ending in March or April.

Recotmisien i iésfised include sales by the Company
plus fees earned on sales by licensees.

InvenigCeEHEL AR recorded at the lower of cost, last-in
first-out (LIFO), or market. The excess of replacement cost
over LIFO cost approximated $7,159,000 at May 31,1983
7,900,000 at May 31,1982.
Pmpeny, plant and equipment and depreciation
Property, plant and equipment are recorded ar coss,
Expcndmms for maintenance and repairs are charged
against income and renewals and bmermenn are

and taxable income. b tax credits are

in the year the related assets are placed in service, From
September through December 1982, the Company pur-
chased future tax benefits for $1¢.277.000 of which
$6,416,000 was llqliunhud inr ini
U R T

$1,416,000 is included in other assets.

Nu income ner commaon share is computed based on

mwnﬁ numf ofoommon and common

'ugaa‘r‘,.,m pr;m&mm“

vacmber 1980 and a z-for1 stock split effective January
1983 (Note 8).

mf‘

IIIV (lll

No%‘&mﬂmiﬁcadon were as

follows:

Tollpy 31, 198z
in thousands}

(in
Figishadiecnts $:75846 S1okia
Work-in-process 4 398 5,534
$283,788 $202,817
Note 3 — Property, plant and equipment:

Pioperty, plant and equipment includes the

)

capitalized, The cost and related i
herwise dis-

of prop plant and

of are eliminated f andthetesulsing
2ains or losses are reflected in income. Depreciation for
financial reporting purposes is dmnmned on a straight-
line basis for buildings and | and

aqnplpible declining balance basis for machinery and
Income taxes

Deferred income taxes are recognized for timing dif-
ferences between income for financial reporting purposes

sold or

May 31,

1983 1982

Jin thousands)
Land $ 1,872 § 1,864
Buildings 7,764 6,558
Machinery and equipment 47,662 30,628
Leasehold improvements 4,061 2,357
61,359 41,407
Less accumulated depreciation 21,628 12,485
$39,731  $28,922




Included with machinery and equipment are capital
equipment leases of $8,368,000 and $9,004,000 at May
31, 1983 and 1982. Amortization of capital equipment
leases aggregated $5,407,000 and $4,5 47,000 at May 31,
1983 and 1982 and is included with accumulated
depreciation.

Note 4 — Short-term borrowings:
Notes payable to banks and interest-bearing
accounts payable to NIAC are summarized below:

Banlzs
Domestic
Operations Ommms NIAC
(i thousands)

At May 31, 1983:

Total borrowings ~ $113.000 $19,092  $53,591

Interest rate 10%% 10%% 9%%
At May 31, 1982:

Total borrowings  $103,000 $ 9,673  $52,406

Interest rate 16%%  14%% 16%%

Effective September 15, 1982, the Company entered
into a $140 million unsecured domestic revolving credit
agreement with 2 group of six commercial banks of which
$27 million is unused at May 31, 1983. The agreement
pmwdes {or borrowings at the prime rate or at mteresl

spreads above t o
funds. The asmemem requires the payment of a commit-
ment fee of %% on the unused line of credit. The line of
credit agreement is renegotiated annually and, among
other dlinp. requires the maintenance of specified finan-
cial ratios and limits the amount of expenditures for prop-
erty, plnn( and equipment.

Company has outstanding unsecured loans at
interest rates at various soreads above the banks’ cost of
funds for financing foreign operations.

Accounts payable to NIAC are generally due 115
days after shipment from the foreign port. Interest on such
accounts payable accrues at a bank’s prime rate as of the
beginning of the month of the invoice date, less % %.

Note 5 — Long-term debt:
Long-term debt includes the following:
May 31,
1983 1982
(in thousands)
8.4%-14% capital equipment
lease obligations, payable in
instalments through 1988 $ 5,197 § 6,267
16.77-12% notes payable to the
Republic of Ireland Industrial
Development Authority and to
two Ireland banks due in
semi-annual instalments
through March 1988 2,637 1,238
13% Industrial Development
Revenue Bond for the state of
New Hampshire, secured by
certain Jand and buildings,
due in semi-annual instal-
ments through Jammaey 1992 2,580 2,730
12.5% note payable to
the Malaysian Industrial
Development Finance Berhad,
secured by the property,
plxnt and equipment located
in Malaysia, due in semi-
annual instalments through
November 1990 2,030 -
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
Other 406 1,120
12,850 13022
Less portion due within one
year 2,347 3,936
$10,503 $ 9,086

The note payable to the U.S. Department of the
Treasury resulved from a settlement of duties on a revised
appraisement method for certain athletic footwear im-
ported prior to October 2, 1979. Duties on such foorwear
imported subsequent to that date have been determined on
the revised appraissment method and paid on a current
basis.

Amounts of long-term debt repayable during the five
years following May 31, 1983 are summarized as follows:
L"'E -Term Capital Lease
Excl ldm Obligations
Capual Mininueon  Amount

Re,
Obligations  Payments Ifmmr al
(i thousands)
1984 $ 779 $3,164 S (596} S 2,347
1985 1,047 1,945 (’25) 2627
1986 1,347 L33 (168) 21492
1987 1,208 617 (41; 1,781
1988 889 121 {11 9
Later years 2,584 22 63} h&

Note 6 — Income taxes:

Income before income taxes and minority interest
and the provision for income taxes are as follows:

Year Ended M.
1983 1982 1981
(in thousinds)
Income before income
taxes and minority
interest:
United States

$123,008 S101,492 $ 50,705
Foreign (4,885) _ (1,687) =
$118,123 § 99,805 $ 50,705

The sources and amounts of the provision for de-
ferred income raxes were as follows:
Year Ended May 31,
1983 1982 1981

(in thousands)
Inyentory write-down
10 market $(1,898) S(l,o65)$ 1:7
Purchased fax benefit 9,270
Custom duties 569 35 {1, ;o;)
Others, net (2,030) 185 _ (189)

Soour § (B45)Str165)
The effective income tax rate differs from the U.S.
statutory fedenal income tax rare as follows:
Year Ended May 31,
1983 1982  198r

U.S. Federal statutory

rare 46.0% 46.0% 46.0%
State income taxes, net of

federal benefit 43 42 1.9
Foreign losses providing

no tax benefits 24 1.3
Investment tax credit (1. z) (.8 (1 z)
Other, net -

1 6% _50.7 Z% _48.8 8%

Note 7 — Redeemable Preferred Stock:
NIAC is the sole owner of the Company’s authorized
redeemable Preferred Stock $1 par value, which is redeem-
able at the option of NIAC at par value aggregating
$300,000. A cumulative dividend of $.10 per share is
payable annuatly on May 31 and no dividends may be
declared or paid on the Common Stock of the Company
unless dividends on the redecmable Preferred Stock have
been declared and paid in full. There have been no changes
in the redeemable Preferred Stock in the three years ended

Provision for income
taxes:
Current:
United States
Federal $ 44,359 $ 42,707 $ 22,077
State 9,773 7942 3,838
Forcign L 4879 T g8 =
SS:OIT _ §1,434 _ 25,915
Deferred:
United Srates
Federal 6,442 (659)  (1,000)
State (439) (106) (156)
Foreign (92) (80) =

5,911 845) 1,165)
$ 60,922 $ 50,589 $ 24,750
Income rax expense was reduced by investment tax

credits of $1,390,000, $845,000 and $603,000 for the
years ended May 31, 1983, 1982 and 1981.

May 31, 1983. As the holder of the redeemable Preferred
Stock, NIAC does not have general voting rights but does
have the right to vote as a separate class on the sale of all or
substantially all of the assets of the Company and its
subsidiaries, on merger, consolidation, liquidation or dis-
solution of the Company or on the sale or assignment of
the NIKE trademark for athletic shoes sold in the Unired
States.
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Note 8 — Common Stock:

The shares of Class A and Class B Common Stock
outstanding at May 31, 1983 reflect the 2-for-1 stock split
declared December 3, 1982. The stock split distributed on
January 5, 1983 was cffected in the form of a 100% stock
dividend with the dividend shares issued at a stated value
of $.01 per shau.

In November1930, a
in which 20,000,000 shares of Clau A Common Stod( no
par value and 30,000,000 shares of Class B Common
Stock no par value were authorized. Each slme of Com-
mon Stock ding prior to the i be-
came 30 shares of Class A Common Stack, a 30-for-1 split.
Each share of Class A Common Stock is convertible into
one share of Class B Common Stock. Voting rights of Class
B Common Stock are timited in certain circumstances with

respect to the election of directors.
In October 1980, the shnholden appmved the
doption of the C: s Ei Compen-

sation Plan (Option Plan) under wlncl\ amaximum of
1,680,000 shares of the Company’s Common Stock are
reserved for issuance, Under the terms of the Option Plan,
options granted must not be ar a price less than the fair
marlm value of the Class B Common Stock at the date of

3
commitree of the Board of Directors which has the author
ity to determine optionees, the number of sharesto be
covered by each option, the dates upon which each option
is exercisable, the method of payment and certain other
terms. The Option Plan has a stock appreciation feature
which gives the committee aulhomy to allow a specified
holder to surrender his option in exchange for {1) the cash
value of the difference between the optionpaie and the
fair market 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 expn:s in 19

Options for%oz.n,ooo shares of Class B Common
Stock were granted at prices from $10.125 to $11.00 during
the year ended May 31, 1981. During the year ended May
31, 1983, options for 95,000 shares of Class B Common
Stock were granted at prices from $15.6875 to $19.75,
opions for 9,090 shares were exercised at $11.00 per share
and options for 3,000 shares were forfeited. At May 31,
1983, options for 44,910 shares were exercisable aggregat-
ing $473,000.

In October 1980, the Company amended compensa-
don with three di 1o pro-
vide these directors with the right to pun:lme upto
720,000 shares of the Company’s Class A Common Stock
at $.417 per share (after the 30-for-1 and 2-for-z split). The
estimated fair market value of these shares at the date
granted was $6.25 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
additional 16% will vest in October of each of the years
1985 through 1989 as long as the directoss serve in an
advisory upaaty during that penod and meet other
specified condi The three di ised their
rights to purchase 72,000 shares as of October 1980, All
purchase rights must be exercised by October 1994. The
Company will recognize compensation expense of
$4,200,000 over the nine-year vesting period.

At May 31, 1983, all the remaining amhonud but
unissued shares of Clas B Common Stock are merved for
the C: s Plan
and the conversion of Class A Common Stock outstanding
and options granted for Class A Common Stock.

Note 9 — Profit sharing plan:

Effective June 1, 1977, the Comp-ny established a
profit sharing p} il ially all empl
The terms of the plan call for annual contributions by the
Company as determined by the Board of Directors. The
board authorized contributions of $2,000,000,
$1,750,000, and $1,020,000 to the plan for the years
ended May 31, 1983, 1982 and 1981.

Note 10 ~ Commitments
and contingencies:

The Company leases space forits offices, warchouses
and retail stores under leases expiring from one to fifteen
years after May 31, 1983. Rent expense aggregated
$9,278,000, $6,009,000 and $3,929,000 for the years
ended May 315 1983, 1982 and 1981 The followmg isa
schedule of furure
operating lascs as of May 31, 1983 (in thousands).

Ending

Years En

Mgy, $ 6962
1985 4880
1986 3,868
1987 3,347
1988 3,274
Later years 21,556
Total minimum future rentals 543,887

In June 1983, the Company was served in a lawsuit
filed by an individual against the Company, and certain
current and past employees of the Company secking an
unspecified amount. stated by the Complain to be in
excess of $10 million. in general damages and $2¢ mi
in punitive damages for nllesed b-ud\ec of comraa md
tortious conduct s
of a busimess relationship w-rh lhe individual. The Com-
pany believes the claim is without merit and will not result
in a material loss to the Company,

Note 11 — Operations by geographic
areas:

Information about the C ’s operations in the
United States and foreign areas is presented below. Intra-
<company revenues result from sales of footwear (or com-
ponents) and appare) betwecn xhe Umted Snm and
foreign areas ati
Operations in foreign areas prior to 1983 were not
significant.

Year Ended May 31, 198
{in thousands)
United Consoli-
_States  Floscign = _dated

Revenues from un-

Innlasorhgamigics $773,.947 $ 93,265 $867,212
revenues 9,315 o=

$783,262  $ 93,730

Operating income $149,886 $ 644 Si150,530

Corporate and

other expense (6,810)
Interest (25,646)
Intra-company

elimination 49

(32,407)

Income before

provision for

income taxes and

minority.interest $118,123

May 31, 1983

(in thousands)
Identifiable assets $423,561  $ 72,640 $496,201
Corporate item 13,038
Intra-company
climination 1,211)
_ 15,827
Total assets

$508,028



Supplementary Information to Disclose the Effects

of Changing Prices (uaudisd)

In accordance with the requirements of Financial
Accounting Standard (FAS) No. 33, “Financial Reporting
and Changing Prices,” the Company presents the follow-
m. m!onnauon The objective of the FAS is to measure the

flects of inflation. Historicsl dollar amounts as
reported in the primary financial statements have been

stant dollar); and (2) changes in specific prices {current
costs). Because the Company values its inventories at the
lower of cost, last-in first-out (LIFO), or market, which
results in recognition of current cost of goods in cost of
sales and since toral property, plant and equipment are a
relatively minor portion of total assets, the effects of infla-

presented by the FAS No. 33 are not significant. Also,
because of the experimental nature of the required disclo-
sures, management has not concluded that rhis informa-
tion accurately represents the true impact inflation has on
the Company,

The constant dolar information was derived by ap-
plying the Consumer Price Index in current year avenge

information was derived by applying published govem-
ment and private indexes 10 the related historical costs in
curcent year average dollars. The dqmaanon and amorti-
zation
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
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adjusted to show the cffects of (1) general inflation {con- tion on the Company as measured under the standards

dotlars to the related historical costs. The current cost because the FAS No.33 adj are not tax deductibk
onsolidated Stat. t of Operations Adjusted Five-Year Comparison of Selected Supplementary Financial
for the Effects of Changing Prices (in thousands) Data Adjusted for the Effects of Changing Prices
Year Ended May 31,
Year Ended May 31, 1983 1983 1982 1981 1980 1979
Adjusted for (in thousands, except per share and CPI data)
As Constant Current Revenues:
Reported Dollars Cost As reported $867,212  $693,582  $457,742  $269,775 $149,830
Revenues $867,212  $867,212  $867,212 Constane dollars 867,212 724,017 520,137 343,201 215,431
Constant dollar information:
Coﬂnf.u.lcs‘ 588,086 588,086 588,086 | s 61260 Soices
Depreciation 9,421 10,165 10,128 Net income per common share .51 Y el
Selling and administration® 124,879 124,879 124,879 Net assets ce year-end 276,380 158,142
Incerest e 0 646 Current cost information:
25,94 25,64 25:64 Net income $6,297 50,630
Other expense 1,057 1,057 1,057 Net income per commeon share LS1 AT
749,089 749,833 749,796 Net assets at yearend 250,201 143,096
Income before provision for raxes Dﬁ?::;:;“ﬂ":;;::;:;
L 2
an.d.mmon'ry interest 118,123 117,379 117,416 plant and equipment,
Provision for income taxes 60,922 60,922 60,922 exclusive of inflation 6,453 11,659
by f s 57,201 56457 56494 0':‘:‘ - ‘0% -
Minority interest PR L O7 4 RNt 1 ) G R (Ve L9 7, On net monetary items 2,271 5,209
Net income $ 57,00, $ 56,260 $ 56,2 Market price per common
Sobi Rk M e share at year-end as reported 19% 147%™ 1% . 2
Unrealized gain from dectine in Average consumer price index 292.6 280.3 257.5 230.0 203.5
purchasing power of net amounts owed $ 2271 § 227
The increase i perty, plant and equipment resulting from general inflation of $4,989 offseta “Prior to December 2, 1980, the Company was
decrease in the speaﬁc prices oi such assess of $6,453. Ax May 31, 1983, the current cost of mvemoms was Pmmlelr owned and no market prices were
$290,143 andlhecumntmofpwpmy phntand quip net of ep and __“"" labl
amortization was $42.655. Corresp L cost $283,788 for ies and $39,731 ﬁdgmon -for1 stack split distributed
1983

for property, plant and equipment.

*Exclusive of depreciation.
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