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Selected Financial Data 

YearEndedMay31: 
Revalues 
Net income 

% of ules 
Per common shire 

Increase in workingcapiml 

AtMay3r: 
Working capital 
Toral asstl-l 
Long-term debt 
RolctmabkPrefcm-d Stock 
Common shareholders'equity 

Market Prices of Common Shares 

982. 1981 1980 
(in thousands, except per share data) 

The Company's OuÃ B Common Stock is traded 
in the NASDAQ National Marker S y t e m  under 
the NASDAQ symbol MIKE. Tile hilh and low 
orices listed below reflect actual ori& at which 
the Company's stock traded during the fiscal year 
ended May 41,1983 and reflect bid prices for the 
fiscal year ended May 31, 1981. All prices have 

Quarter Emied 
B!L 

May 31,1983 
February 18,1983 
November30,~98z 
August 31, 1981 * 
May p, 1982 
February 18,1981 
November 10,1981 
August 31,1981 

been adjusted (or a a-for-I stock split effected in 
the form of a 100% stock dividend distributed 

&uri&deaier*makinga marker in the stock and 
there were approximately 4,200 shareholders of 

w Law 
21% is'/. 
28 15% 
27Ys . l o  
10% 14% 

Quarterly Financial Data 
Quarter Gdid 

M a y u  February18 November30 Augustst 

YearEndedMay31,198j: [tn thousands, except pershare data) 
Revenues $aaa,863 $199,249 $188,402 $256,698 
Gross profit 74.101 5 8 , 4 ~ 7  64,641 84,067 
~ e t  income 14.948 9.335 1 ~ 2 . 7  ~Â¡-59 
Net income percommon share 4 9  .zS .33 

Year Ended May 31,1981. 
Revenues 5105,058 $166,836 $145,090 $176,598 
Gross profit 6 4 , ~  ~ ~ $ 6 6  48,904 54,896 
Net income 11,311 1 1 ~ 5 2  ~ $ 4 1 9  1 4 ~ 4  
Net income per common share Â¥3 .31 4% .40 



To Our Shareholders: I 
Although our 1983 financial performance did not 

meet the expectations which we held a year ago, we are 
pleased with the results. MIKE revenues increased 2.5% 
and net income was up 16%. Ow apparel program is 
rapidly expanding and we haw firmly established NIKE 
in both Europe, where revenues more than doubled to 
$38 million, and Japan, where revenues increased nearly 
four-fold to $41 m%n. 

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 lob was turned over to 
Bob VtoodeD, while 1 remain Chairman and Chief ' Executive Officer. By delegaring the management of 
daily operations, I can now devote more time to the 
increasingly important job of planning our woridwide 
strategy (or the future. 

MIKE'S challenge is not whether we can reach a 
billion dollars in revenues, but whether we am grow 
substantially beyond that in the years ahead with as 
good, or bettei; profit margins. I believe the latter is a 
realistic goal and I would not trade NKE'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 uncertainty as has existed in decades - but also as 
much excitement and opportunity. I believe those com- 
panics which will be successful will be those 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. 

JOHN MÃ§ 



Iristhenatureofmantobefearfulof 
change and to resin the different or new. However, 
at NIKE, change through product innovation is a 
key Ingredient of our aucass. 

In 1983. revenues increased 25% to $867 
million. Vfe introduced, as a result of ongoin# inno- 
vation, 63 new and impmved shoe modelsand sub 
standally increased our active sponswear line. Ap 
promuuly 46 million pain of NKE shoes were 
sold to nearly 11,000 mail aocounm across the 
Unid Staid. 

NKE'sfamous"Swoosh-deagn 
triKlemadc appears on the shoes and clothing of 
those scoring puns and winning games and races 
in M y  every athlojc arena m Amenca. W& 
diecontinuedgrowthofÃ§alesinmarketsoutsidedi 
UnitedStates,the-Swoosliwdeagnmdcmukb 
becoming incieaangly viable on the playing fiekfa 
of Eumpq fv60f and Latin America. Boiefgn revc- 
nues dimbed toS93 million campdied to $43 nui- 
lion last year. Such growthodgmates with results 
obtained in the research laboracorics. 

MIKEand innovation have become 
-in thetihlericihoeindustry. In 1983, 
MIKE sptncS8 million on p r o d u c t 4  d d -  
opmcnt. devaluation. Ourcomininncnr m inno- 
varioniswexBnavc~winkafewexccptioiB, 
every peffoftnance^lloein ~w has dther beÃ§ 
iepb<^ordfiaAadc^uniKoyedintheLi5ttwo 
years. 

1 the wodd M* befieves it is without 
equalin thetubleocshoeiochatry. 

as cushioning, flexibility, mufootcontrol, anil tn- 
tigy c ~ u c r v a h T h e s e  ydia sue acronlplishcti 
by using applied biomechaJiK<T 
ow, and functional anatomy. In addhim, the wear 
testing laboratofy analyzes and quamifiesinforma- 
&XI collected from over 7,000 athletes whoparrid- 
pan:in~fiddteasofNIKEptocoiypcs,for 
durability and pcifcmiiulo^ The goal at NIKE is to 

uct to optimize individual peirionnaoce. 
AtMIKE,weÃ§econvincedihxtheleade 

- -, .. 
90percentof~*weftmanufiiauiedto' 
NIKEft exacting specifications by 31,foceign 
suppUen located in South Koieat Tuwan, Japan, 
HongK~~&Mahysa,Tluibnd,thePtulippiiKi, 
Brazil,Itttly,Yugoilima,aidTheI'copk'iRtpuUtc 
ofChina.Theoenu^ndefwereproducedtothesame 

NIKE-o^nwdplaaQii 

sdeotific discovery. TheDepartment reaeaich CD- 
gineera abo examineooflcepm and theories submit- 
led to NIKE by inventom, d- and locdial 
pfessionats. Innovation, whiles team effort at 
MIKE, originarts wiih an individual who truly be- 
lieves in hisor her IdM. 



The Product Development D e p a m n t  is 
the birthplace of new MIKE shoes. Applying the 
information and test results received from the other 
research depanments, prototypes are designed and 
readied for volume production. This group also 
consults with medical expens and specialists from 
fields related to athletics. 

In our opinion, testing at the MIKE 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 18 month period, pro- 
torype testing resulted in the creation of over 
11,000 feetof film and i,aoo hoursof film analysis. 
Force platform and accelerometer measurements of 
over 4,000 foot strikes have also been made. E m -  
sive research involving the study of 10,000 runners, 
both in the laboratory and on the roads, went into 
the development of the present line. 

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

Thus, MIKE'S redmidi shoes need to be 
understood as systems in which the design of vari- 
ous components - lasts, outsoles, iosens, and s u p  
port devices - work together to produce the per- 
fonnance characteristics of each model. 

For years, scientists have tried to use air as a 
buffer between the foot and theground. It took the 
combined efforts of NIKE designers and chemists 
to determine the precise combination of oompo- 
ncnts.Thatcombination is the NIKE-air midsole, a 
unit constructed of channels of pressurized gas 
which run through a polyurethane midsole. As the 
foot strikes the ground, the air channels arc a 

The Odyssey, a shoe introduced in 1983, 
incorporates features which result in significantly 
less pronation than may occur in a typical nmning 
shoe. The reduction is ereatest for runners who 
excessively pronarc, ihdt is, thosewhose ankles roll 
inward on fool strike. The Odyssey is constructed 
on a revolutionary last, unlike any other in the 
industry, and a NIKE-Air bed wedge is added to 
increase cushianii  

Our Terra T/C model incorporates a Phy- 
b n  midsok which compacts much less than other 
lightweight foams and provides superior 
cushionino. 

In-198,. NIKE announced a license 
ment to utilize Sorbothanc productsin athletic 
footwear. Sorbcihanc. a r&demark of Sorbo. Inc.. 
is a viscoetasnc polymer constructed to duplicate ' 
the fat pad in the M o f  the human foot It is 

included with our Equator model because SOP- 
bnhanc reduces significantly the shock experi- 
enced by the Iowa k d ~ r i I t R  NM~W 

As a dima r& of extensivefoot mop 
phology studies, MIKE has designed an anatomi- 
cally correci arch support which conforms to the 
contours of the foot. Most arch supports demand 
that your f o o  conform to the insert. Each of the 
shoes in the MIKE technical running line utilizes a 
unique approach to support, cushioning and 
weight. Each shoe is d d i  to extract the best 
performance from the runner for whom it is in- 
tended, while simultaneously providingexcep- 
tioml injury protection tailored to one's individual . . .  
need;. 

pressed at the point of impact. This compres- 
sion cushions the foot under all weight-bearin 
areas and reduces the impact shock on musde 
and joints. The NIKE-Air unit is also more-. 
than conventional cushioning systems. W; believe 
this diemy may nunimizc kg faague =id pm-mit 7 
the athlete to play stronger and longer. 



It should come as no surprise that every 
men's record from 800 meten to the marathon has 
hwn established by athletes wearing MIKE shoo. 
The 1983 Boston Marathon saw Joan Benoit hat -  
ter the w d d  record by an astonishiha two minutes 
and forty-six din a yearwhek~ad Leivis 
continued to sprint and jump hi way to spons 
hnmonalitv and when Marv Decker won the 
prestigious~ullivan Award & the country's out- 
standing amateur athlete, MIKE athletic shoes 

The fact that world-dassathtetes compete 
and set records in innovative NXE products creates 
a consumer demand for all NIKE products, each of 
which incorporates all or many ofthesame innova- 
rive daign concepts. Increased sales reflect this con- 
sumer demand. 

Revenues from the sale of running shoo in 
the United Stales reached $268 million in 198;. or 
31 percent of our d revenues. NIKE bas.& 
little evidence of any diminished interest in running 
as the number of entrants continued to climb in 
many races across the United Stam For example, 
San Frandtco's Bay-to-Breaken race recently ac- 
ceoted almost <f.ooo entries with vetham another 
30,000 runners competing unofficia~~. - 

NKE's innovation is often solving p m b  

pound basketball player. jumping G o  Adonehalf 
to d m  feet for a rebound, lands at approximately 
six times the force of ttravicv. With conventional 
basketballshoesanathleteisproicaedonly by a 
smaU slabof mbbec Now, playen like Philadelphia 
76& Stars Moses Malone and Bobby Jones have 

an option -our new Air Force I model, incor- 
porating the patented, pressurized =-Air mid- 
sole which provides up to 30% more cushioning 
than conventional midsofcs. 

Another innovation incorporated into the 
Air Force I is the BioFeedbackStrap which en& 
the top of the shoe collar. The belt exerts a slight 
pwam just above the ankle so that the athlete's 
body can more accurately monitor ankle joint posi- 
ri- and decrease the chance of injury. 

"Hie concentric drde outsole is functionally 
as innovative as the famous Waffle outsole. but the 
engineeringcreativity may be moresubtle. Thecon- 
centricaide provides for optimum traction while 
simultaneously providing minimum resistance 
when the footpivots. The optimal number of 
grooves and their relative thicknesses was deter- 

r intensive neseaFch. 
-%%ti; d indktes the Air Fore 
I is the first basketball shoe to significantly reduce 
leg shock resulting from runncia and jumping. 
Since the best athlete is ody effective when able to 
compete, MIKE'S shoes are designed not only to 
enhance performance, bur also to minimize the 
likelihood of injury. 

Thesame type of innovation applies to ten- 
nis shoe development. In 1984, NIKE introduced 
the Air Ace model. Incorporating a number of in- 
novative design features - the variable width lac- 
UK system and the thenno-resistant potyurethanc 
ouisole 10 name only two - the Air Ace is die first 
tennisshoewithanaunudsoleforexceptional 
cushioning, and the stability to meet the demands 
of competitive play. 

In response to (eseardi and information 
fmm athletes, NIKE developed a threequarter 
height, multi-use court shoe, frequently worn by 
John McEime, which help keep the fcoc in a 
neutral plane, thus increasing the athlete's sense of 
body awareness and reducing the likelihood of 
injury. Once again, better performance through 
innovation. 

Basketball and tennis shoe development, 
tailored to the needs of athletes, is now receiving the 
same major emphasis that has historically been 
concentrated in the running shoe line. 

MARY D I C K C -  



The improvement in our product offering 
has reduced MIKE'S ootenoal reliance on a rela- 
tively small number of models to generate court 
shoe revenues, which totalled $185 million in the 
UnitedStates in 1983. Innovation plays an impor- 
tant role here as technical fearum designed for 
top-of-the-line styles are incorporated inm shoes at 
lower prices. 

Regardless of the sport for which a shoe is 
developed, the hundreds of hours of research are 
meani& if the final product does nor satisfy 
athletes' needs. A MIKE football shoe, the Shark 
Stove Tw. is iust one examok of a ~roduct that 
clearly &&fiis specificathlete requitemenu The 
rubber Shark pattern cupsok is the result of in& 
rive and mnovarive genius. While a MIKE executive 
was watchinga televised, rain-soaked football 
wmc, he sketched a cleat pattern and refined the 
design as the game progressed. At game's end, the 
Sharkcleat pattern had been conceived. Subsequent 
research scientifically supported the accuracy of the 
designer's intuition. The Shark Smve Top upper, 
with the unique extended ankle collar, is a design 
innovation which provides important additional 
support for the ankles, always a most vulnerable 
area. 

In most countriesof the world when people 
think of "football," they really mean soccer. In the 
last year, athletes have moreclosely identified NIKE 
with hi& aualiw soccer footwear. The reason? In- - .  . 
novation Our new soccer Line is a significant im- 
provement over previous NIKE soccershoes in both 
durability and technical excellence. 

An extensive development program con- 
tinues at our company-owned factory in England, 
the primary source of NIKE'ssoccer shoes. W also 
continue our relationship with Aston Villa, 1981 
English and European Cup Champions, who pro- 
vide valuable field tesrim information. 

Such field tesringwas important in our 
development of the Eurostar D soccer shoe which 
features a revolutionary polyurethane outsolc with 
flex grooves. The grooves bend outward to permit 
increased running efficiency and lock flat for im- 
proved power when striking the ball. Benefitting 
also from NIKE's running shoe development is the 
Genoa, an artificial turf shoe which is the Bra  to 
incorporate a midsole wedge to provide additional 
cushioning on hard surfaces. 

The MCS (Mcral Cleat Substitute) Nylon 
baseball shoe serves as testimony that NlKE's inno- 

varion answers the needsof athiercs. The MCS 
Nylon was developed in response to a ban on meral 
s ~ i k e  shoes bv the National Hieh School Athletic 
Federation. The outsole incorporates the same de- 
sign concepts as the Shark, but utilizes a harder 
material ina baseball sivlc. Anim~ressive collection 
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 ckated shoes in the 
United States tripled to $41 million 

Developingshoes for those who may grow 
up to be world class athletes is just as important as 
addressing the needs of present day superstars, 

In 1983, NIKE intmduced a children's run- 
ning shoe which we believe is superior to any run- 
ningshoe - children's01 aduh - of just a few years 
ago. The Destiny model incorporates many of the 
innovative design features - variable width lacing 
and Center of Pressure our&. for instance - 
available in MIKE'S top-of-the-'he models. With a 
wider last, designed specifically for a child's foot, 
MIKE is providing the child athlete with the same 
superior equipment as adults, the same worn by 
such outstanding athletes as Alherto SÃ§lazar 

~xcludina the various colorcombinations, 
there are 30 different models of N1KE shoes for 

' 

children, includingshoesdesigned specifically for 
running, court spons, &Id sports, wresrhng, and 
hiking. For t k i r  infant children, paienrscan choose 
from several models, including the Derby which 
features a special Velcro closure system. Thissystem 
providesmfants with the ability toputonthcirown 
shoes. TO; will continue to develop new shoes for 
children which will feature spcdai shapes toensure 
an anatomically correct fit for a child's developing 
tea. 

Revenues from the sale of children's shoes 
in the United States rose from $106 million last year 
to S i n  million in 1983, an incrcaseof 14 percent. 



Similar to our development of children's 
shoes. N W  will continue to expand its product 
lines into other areas of athletic endeavor. Market 
Itsongof i~ovalivegolf shoes recendy began and a 
number of tourine professionals have been sub i i -  
ing the new modei;to the rigors of tournament 
play. T h e " s p i W  Edpvater model is the con- 
veiwnoe shoe in golf. Utilizing a multi-wuddcd 
rubber outsole, the Edpvattf can he worn from 
home to the first tee, around diecourse, rhrough the 
dub house, and bade home aoain. The ware; 
resistant ~avannah model fe- an upperof 
GL-50, the lightest and most supple synthetic 
material available. All of NIKE's eolf shoes 
incorporate technology developedin our running 
shoeprogram. 

NlKE is developing an innovative compui- 
tion boot for cross-country skiers. The boot has die 
look, feel, and comfort of die best runnine shoes 
and features a unique outsole which provides 
greater control of the ski than has been previously 
possible. It is a departure from the norm, bm one 
which both -designers and world-&ss skiers 
agreemay be an important partofthe sport's future. 

A major presence in the leisure shoe area 
remains a significant goal at MIKE. We believe that 

MIKE'S product development cfforn will shortly 
lead to a leisure shoe line which will complement 
other NlKE lines. 

Though our historical focus has been on 
NIKE footwear, the devdopmenr and growth of 
NDCE's apparel line has been e 4 y  gratifying. 
Beginning several years ago with a few novelty 
t-shins, MIKE has become a major force in the 
active sportswear marker. Apparel revenues 
reached $107 million in 198;. compared to $70 
million in 1982 and $33 million ini981. 

The piesrige of the MIKE name and 
"Swoosh" design trademarks led to much of this 

increase in apparel revenues, as did die association 
with many of the world's premier athlcres. In- 
creased availability to both retailers and consumers, 
an expansion o f t k  line from over zoo items to 
more than 300, and significanrimptovementsin the 
design andquality of diesportswear i d f  alsoshare 
the credit for increased sales. 

In 1981, NIKE was unable to meet the dc- 
mand for apparel In 1981. we made significanr 
advancopents in both production sourcing anddis- 
mburioncapabilitiesand, in 1983,added a 300,000 
square foot apparel distribution center at our 
Memphis, Tennessee location. Today, the majority 
of our 16 sales representative groups have added 
apparel marketing specialists. 

We have expanded production sources in 
Asia to include Japan and Thailand which, with 
Hong Kong and Taiwan, now account for appmx- 
i m d y  40 percent of coralapparel production. The 
remainder is manufactured m the United States. 

NIKE technical representatives review 
production a t  each factory that manufactures 
k u n d e r  contra; toensure that the 

. . 
As with footwear, MIKE makes available to 

retailers a limited "advanced booking" program in 
which a dealer daces an order six months in ad- 
vance of delivery to obtain a more secure delivery 
date and a guatanteed wholesale price. This system 
assiscs in scheduling production m meet projected 
market demand. 

The principles that have placed NIKEattk 
forefront of the athletic shoe industry also apply to 
NIKE apparel. The MIKE rradirion with athletic 
shoes is one of product innovation coupled with 
quality produ&on, economical so-of supply, 
and aggressive marketing Apparel offers another 
arena lor NIKE excellence. where oerfonnance is 
thegoal and where function mustnevertakea back 
seat to fashion. 

We believe our apparel products readily 
complement our athletic shoes, provide a signifi- 
cant opportunity for growth, and will account for 
an increasing percentage of total revenues in the 
years ahead. 

NIKE has been. and remains, a company 
responsive to and capable of change -change in 
the marketplace, change in production tcchnoiofty. 
chance in size and ~ersonne!. As we enter new - 
product catego& the mandate remains - inno- 
varion and quality to optimize individual . . -  
performance. 

DAN POUTS 



Management Discussion and Analysis -15 

operating Results 
RevHtdttfinmthesaleofNHiXDroduosin&cÃ§ 

Liquidity and Capital Pesources 
Cuncm assets t n c r e d  $1 t0az4,ooo ia ifil 

working capital lequucmeius. 



I Financial Reporting 

Manai~ment ofN1KE. Inc. isres~onsible for thein- 
formation and repicsenutiofucontained in this report. The 
financial mmnmts have h conformity with 
the generally accepted accounting principles we considered 
appropriatein thecircumstancesand indudesomeamounts 
based on our best efdmues and judgments. Other financial 
information in this repon isconsistent with these financial 
statemenrs. 

The Company's accounting systems includecontrols 
designed ro reasonably assure that assets are safeguarded 
from unauthorized use or disposition andwhich provide for 
the~iei~iat ion of Bnandalstatementsinconformity with 
gene& accepted accounting p r i n c i p l e s . ~  & am 
supplnnend by the selection and mdngofqualified 
financial personnel and anorganizational structure provid- 
ing for appropriate segregation of duties. 

Reoort of Indeuendent Accountants 

An Internal Audit Deoamwnt reviews the resultsof 
its work wnh the Audit ~hm i t t eeo f  the Boardof Di- 
reaois, presently consistingof threedirectors who are not 
employeesof the Company. The Audit Committee is tr 
sponsiUe for recommending to the Board of Directorsthe 
appointment of the independent accountants and reviews 
with the independent accountants, management and the 
internal auditdf, the- and rcsulrsof the annual 
examination, theeffectivenessof theaccountingconnd 
system and other manera relating to the financial affairsof 
theComoanv as they deem aDtHDDriate. The inbndent  
account~ntsand theinternal auditors have full a& to the 
Committee, with and without the presenceofnunagcment, 
todiscussany appropriate matters. 

To the Board ofDinctws and 
Sharthddcrs o/NIKE, Inc. 

Inourooiluon. theaccom~anvinaconsolidated balancesheet and the related . . . . "  
conmiidad statements of income. of &an- in financial m i r i m  and ofsham- 
holden*quity -I h r l y  the f i k & & t t i o n o f  N I ~  ~nc. anditssub 
udianes at May 31,1983 and 1981, and the resultsof their operations and the 
changes in their financial position for each of the three years in (he period ended 
May 31,1983, in conformity with generally accepted accounting principlescon' 
siumdy applied. Ourexaminationsof these statements were made in accordance 
with sncrally accepted auditins standards and accordiiudy included such tests of 
the&mhg records and suchother auditing procedures as we consided 
necessary in the circumstances. 

Price Waterhouse 
Portland, Oregon 
Juh I0.1983 

NKE- Inc. 
Consolidated Statement of Income 15 

YearEadnlM~ l a .  

Revenues 

Colts and expenses: 
Cost ofsales 
Selling and adminiimtiw 
Interest (Notes 4 and 5) 
Other expense 

h m e  before provision for income (axes and 
minority interest 

Provision for income taxes (Note 6) 
Income before minority interen 

Minority uiteicst 

Nrl income 

Na income percommon shore (Note i )  

The accompanying Notes to Consolidated FinancialStatements ate an integral pan of this Statement. 



NKE, Inc. 
ig Consolidated Balance Sheet 

i 
Assets 

Current Asseu: 
Cuh 
Accounts receivable, less allowance for doubtful accountsof S3,75 t 

and $3,877, respectively 
Inventories (Nom i and i) 
Deferred income taxes and purchased tax benefits (Notes 1 and 6) 
Prepaid expenses 

Total current assets 

Liabilities and Shareholders' Equity 

Current Liabilities: 
Current portionof long-term debt (Note 5) 
Nom payable to banks (Note 4) 
Accounts payable (Noie 4) 
Accrued liabilities 
Income taxespayable 

Tort1 current liabilities 

Long-tern debt (Note 5) 

Commitments and condnfteadef (Note 10) 

Minority intenst inconsolidatedsubsidiiry 

Redeenuble Preferred Stock (NOR 7) 

Sharcholiltn'equity (Note 8): 
Common Stock at stated value 

Class A convenibk - 18,837 and 11,976 shares outstanding 
ClasfB - 18,434 and s,s>; o u m d i n g  

Capita) inexcessof stated value 
Unrealized tradation min (loss) 
Retained earnings 

The accompanying Notes mConsolidated FinancialStatementsare an integral panof this statement. 

NIKE, Inc. 
Consolidated Statement of Changes in Financial Position 19 

Financial icsoorees wen provided by: 
Net income 
Incomecharges(credits) not affectingworkingcapital - 

Depredation 
Minority interest 
Other 

'Workingcapital provided by operatimu 
Net proceeds from sale of Class B Common Stock 

in October 1981 and December 1980 
Purchased tax benefits becominucurrent 
Additions to lone-term debt 
~isposal of plant and equipment 
Proceeds from exercise of stock options 
Minority shareholder contribution 

F i i d m l u c a w e n d h :  
Additions to property, plant and equipment 
Purchaseoftax benefits 
Long-ienn debt becoming current 
Additions mother assets 
Unrealized loss from translation of statementsof 

foreign operations, including minority interest 
Dividends on tedecmable Preferred Stock 

Analysis of Changes in Working Capital 
lm-raw (deem) in current USCIS 

Cash 
Accounts receivable 
Inventories 
Deferred income taxes and purchased tax benefits 
Prepaidexpenses 

lncrusc (deciale) ill currentliaboiciel: 
Current portion of long-term debt 
Notes payable to banks 
Accounts payable 
Accfucd liabilities 
Income (axes payable 

Increase in working capital 

The accompanying Notes to Consolidated R d a l  Statements ate an integral pan of thisstatement. 



NKE, Inc. 
Consolidated Statement of Shareholders' Equity 

NIKE, Inc. 
Notes to Consolidated Financial Statements 21 

Note I - Operations and significant 
accounting policies: 

The Company develo~sand markets athledc foot- 

Common St& 9?" 
Et- Uimultef 

Class A' Owl^ ""ito"* Gain Retained 
Sham A m m t  Sham A m w t  V& [h) h+ ma1 

and taxable income. Investment tax credits are recognized 
1 the year the related assets are placed in service. From 
September through December 1982, the Company pur- 
chased future tax benefits for SiÃ§.277.oo of which wear and apparel. These products are distributed directly 

to retailers in the United Statesand major European mar- 
kets and to wholesalers in Japan. The pmducts are also 
distributed in other markets through independent dis- 
mbutors and licensees. The major portion of the Compa- 

$6,416,000 wasnot utilizedin 1983.0f the remaining 
amount. St.ooo.ooo will be utilized in 1 0 8 ~  and is in- 

Balanceat May 31,1980 
Recapitaliudon and 3 0 - f o ~  Stock split 
Stock options exercised 
Conversion to Class B Common Stock 
Sale ofClass B Common Sock in a 

eluded in deferred income taxes.  he M~~ of 
Si.4i6.ooo is included inother asset& 
Nu income tier common share 1 ny's products are manuftctultd for the Company by 

foreign contractors and imported through Nissho Iwai 
11 American Corporation (NIAC). the weighted aver& number of common and common 

equivalent (stockoption)shire*oumdmgfor the period publicoikting in December 1980 
(netofisfuancecostsofSj3~) 

Net income - yearendedMay 31,1981 
Dividendson redeemable Preferred Stock 
BÃ§lanceiMa 31,1981 
Convenion to Clan B Common Stock 
Lose on translationof iraiemmts of 

' ~atk of consolidation 
Theconsolidated financial statements include the 

accountsof the Company and itssubsidiaries. All signifi- 
cant intercompany transactionsand balances have bees 
cluninatd To facilitate the timclv ~remration of thecon- 

retroactively adjusted for a 30-for-, stock split effective 
November 1980 and a i - f o ~  stock split effectiveJanuary 

solidated financial sutemenis, the accountsol foreign op- 
entkms maintained outside the United Stares have been 
coniolidatd for fiscal yearsending in March or April. 

Note 2 - Inventories: 
Inventories by major classification were as 

follows: 
Mayit, 

foreign operations 
Netinoonte - yearendedMay 3i, 1981 
Dividends on redeemable P i c k d  Stock 

 even& recognized include sales by the Company 
plus feesearnedon sales by licensees. 

B+atMÃ§y31,198 
Stock opciou exerciMd 
Cowvenion m Clan B Common Stock 

,983 l98t 
[i" thousands) 

$27%844 $l91+39 
6,046 6,044 

Finished goods 
Raw materials 
work-in-process 

Inventory valuation 
ln&toriesare recordedat the lower ofcost, tÃˆst- 

fmi-out (LIFO). or market. Theexcessof replacement cost 
over LIFOcostapprox~mated $7,ts9,oooat May 31,1983 

Gunontranslationofstatementsof 
fomgD operadom 

Sale of Uas B Common Stock in a 
publicolttring in October 1982 
(net of lmmuecostsof SITS) 

Stock sdi. z-fom 
NahoulK-yearaidedMay31,1983 
Dividends on icdeanable Pidemd Stock 

Balanceat May 31,1983 

and $7,900,- at May 31,1981. 
Property, plant and equipment and deprecialion 

Property, plant andequipment are recorded at COST. 

Expenditures for maintenance and repairs are charged 
against income and renewals and benennenm are 
capitalized. Thecost and related accumulated depreciation 
of property, plant and equipment sold or otherwise dis- 
posedofareeliminatedimm ikaccountsandthehlting 
h s o r  losses are retlcaed in income. De~redation for 

Note 3 - Property, plant and equipment: 
Property, plant and equipment includes the 

following: 

Â¥Pri to the fficapiialization in November ,980 (Note 8), the Class ACommon Stock wasdcsiraated ConunonStock. 
Land S 1.872 $ 1.864 
Buildings 7,764 6.558 
Machinery and equipment 47,662 30,628 
k h l d i m p m ~ t s  4,061 z m  

financial reponingpurposes udetennined on a straight- I line basis for buildings and leasehold improvements and 
1 on chedouble decliningbalancr basis for machinery and 
1 equipment. 

hmme taxes 61,359 41.407 
h accumulated depmiatim 3 6 2 8  & 

$28,9z2 -- 
D c f e d  income taxes are recognized for timingdif- 

krcncts between income for financial reponingpurposes 

The accompanying Notes  consolidated Financial Statements aie an integral pan of thisaaiemcm. 



Note 5 - Long-term debt: 
Lowtenndebt includes the following: 

Included with machinery and eauinment are caoital Amountsoflong-termdebt repayableduringthefive 
rears following May ;i,r983 aresummarized as follows: 

Lease Re wumw 
ObIwlhI P-#, LfW m'7, 

(m llmmvdt) 
1984 779 Sl.164 S (3%) 2,347 

;;2 ::; ;::; {%I 2:;; 
1987 :,w5 617 k;! b78r 
1988 : J kg 

=-@& 

Thesourcesandamountsofthepmvisionfordc- 
fcrred income nixes were as follows: 

8.4%-14% capital equipment 
leaseobligation*, payable in 
instalmenis through 1988 S 5,197 $ 6,267 

Inveniory writc-down 
to maiket S(1.898) S(t.o<dS 317 

Purchased lax benefit 9,170 - - 
Custom duties 569 35 (1,303) 
Others, net r85 (x89j 

a 9 1 1  $ (84s)S(1,r6Q --- 
The effective income tax ratediffers from theU.S. 

statutory federal income tax rate as follows! 

Note 4 - Short-term borrowings: 
Notespayablem hanks and interest-bearing 

accounts payable to NIAC aresummarized below: 

10.771 1% nOIei pxyabk I0 the 
Republicof Ireland lndultnal 
Development Authority and 10 
two Inland banks due in 
semi-annual instalmenu 
through March 1988 1.637 1,138 
13% hdtmial Lkvebpmcnr 
Revenue Bond for the a t e  of 
New Hampshire,seemed by 
cenain landand buildi- 
due in semi-annual instal- 
mems riuou8h January 1992 2*s& ~ 3 0  
~z.;%runepayablem 
the Malawian Industrial 

Y ' t m k d M i a i l .  
,982 198, 

U.S. Federal statutory 
Note 6 - Income taxes: 

Income before income taxesand minorily interest 
and the ptovuion for income taxes are as follows: 

frnfhfMsandtJ 
At M a u l ,  1983: 

Total borrowings $113,000 $19,092 $53,591 
Interest rare :o'/.% lo%% 9 3 %  

rate 46.0% 46.0% 46.0% 
Stale Income taxes, net of 

iederal benefit 
Foreign h p m v i d i n g  

4.3 4.1 3.9 

no tax hetufits 1.4 1-3 - 
Inveomentlaxcredit (1.1) (.a) (1.1) 
Other, net .1 - .I --- 

2 6 %  -% &% 

tarfMitdMay,,. 
,983  fa 1981 

(m llmwdsJ 
Income before income 

taxes and minority 
interest; 

UnitedStates $rzj,m8 $101.49~ S 50,705 
Foreign (4,883) (r.687) - 

$118,123 *,&s 5O,PS 

At May 31, ~ 8 2 :  
Total borrowings $~o:.ooo S 9,673 $51.406 
hterest rare 16Y4% 143% i6%% 

~ e w l o p k n t  ~inance ~ethad,  
leciired by the Propcny. 
p h  and equipment located 
in Malaysia,.due inmi- 

EffectiveSeptember 15,1982, the Company enrered 
into a $140 millionunsecured domestic revolvingcredit 
azreement withavmmof sixcommercial banksofwhich 

Note 7 - Redeemable PreferredStock: 
NIACia the~kowneroftheCompany'sauthorize) 

redeemable Prekmd Stock St pir value, which is ledetm- 
able at die option of NIAC at pir value amegauig 
Sjoo,ooo. Acumultrive dividendofS.10 per share is 
mvable annuallvon Mav 11 and nodividends mav be 

annual in&lmentsthrough 
November ,990 1.030 - 

~iesbaseduponipieadsahov~hebanks'marginalcostof 
funds. The asmmcnt requires the payment of a commit- 7% unsecured note payable m 

the U.S. Depanment of the 
Treasury for customsduties in 

Provision for income 
raxes: 
Current: 

unitedstates 
Federal 
Stare 

F o r c b  

ment feeof %% on the unused line of credit. The line of 
credit agreement is ttnegodated annually and, among 
other dungs, requires the maintenance ofspafed finan- 
cial cubsand limits the amount of expenditures for prop 

i4  equal monthly instalmenu 
throughSeptember 1982 - l , Ã §  
Oilier 4 6  1.120 

11,850 I3.011 
Less portion due within one 
year a> 

M- 

declared or paidon the &nmm Stock of t h e ~ & p a ~ y  
unless dividends onthe redeemable Pn-fcntd Stock have 
been declued and paid in full There have been nochanges 
1 1  the redeenubk Preferred Stock in the duee yeus ended 
May 31,1983. As the holderof the redeemable Prefemd 
Stock, NIAC does not have xeneral voting rights but does 

eny, plant and CquiprnCTt 
The Company has outstanding unsecured loans at 

in ie i~ t  ram at varioussodabove the banks'cost of 
Drfed:  

United SUKS 
FtAtal 
Srate 

Foreign 

funds for financing foreign opennons. 
Accountspayable m NIAC are generally due 115 

days after shipment from the foreign pon. Interest on such 
accountspayable accrues at a hank\ prime rare asof the 
beginning of the monthof the invoicedale, ltÃ %%. 

havetherightmvoteasaseparatedassonthesakofallor 
substantially all of the assets of the Company and its 
subsidiaries,on merger, consolidaoon, liquidationordu- 
solution of the Company oron the sak or assignment of 
the NIKE trademark for arflltricshoes s o U  in the Umted 
Sam. 

The note navabk m the U.S. Dcoaitment of the 
T v  redred from a settlement ofduties on a revised 
appraisement method for ctftajn athletic footwear am- 
p~ prior to October t, 1979. Duties on such footwear 
importedsubsequent m that date have beendetenninedon 
the revised appraisement method and paid on a current Income nx  e x p e ~ e  was Mduced by invetment tax 

creditaof Si,3 .̂000! $345,000 and $603,000 for the 
yearsended May 31,1983,198~ and 1981. 

basis. 



Note 8 - Common Stock: 
ThesharesofClassAandClassBCommonStock 

outstanding at May 31,1983 reflect the a-fort stock split 
declared Dwtmber a. 1082. The stock solit distributed on 
January 5,198; wÃ§seffectedi the formof a loo% sock 
dividend with the dividend shares usued at a n d  value 
of S.ot per share. 

InNovember 1980, arecapitalization wascompleted 
in which t0.ooo.ooo shares of Class A Common Stock no 
par value and p,c-ao,om shares of Class B Common 
Stock no par value were authorized. Each shareof Coin- 
mon Stockoutstanding priorto the recapitalization be- 
came 10 sharesofClass A Common Stock. a lo-for-] solir. 
~ a c h  shareof Class A Common Stock isknvedble i n k  
onehreofClassBCornmonStock. Votingn&rsofCl.sn 
B CommonStock  united incertaincircumstances with 
respect to the election of dimam 

In October 1980, the shareholders approved the 
adoption of the Company's Employee Incentive Compen- 
satioo Plan (Option Plan) under which amaximum of 
i.680,oooshares of the Company's CommonStock am 
nescrved for issuance. Under the rermsof the Option Man, 
ootioiBwanted must not be ac a once less than the fair 
&arket valueof tbe~lass B Common stock at the dateof 
i t  and- be isfmd ineither Class A or Class B - -. . .. . . . . .. . . . . - . . . . . . . . . . . . . . . . . . - 
CoÃ‘io Stock. The Option Plan is administered by a 
mmmitteeoftheBoardofDirectors which lustheauthor- 
ity mdetennineoptionees, the number of sham to be 
coveted by each opaon, the dates upon which each option 
isexerdsable, the methodof payment and certainother 
t c m  The Option Plan has a node appreciation feanuc 
which givathecommitteeauthority to allow aspecified 
holder rosurrender hisootion in exchanoe for (1) thecash 
value of the difference b- t h e 0 6  and the 
{airmarketvalueofthecommonstockÃ§ubjectmoptiona 

the dateof surrender, (2) thenumberof shares havingsuch 
cash value or (3) acornbination of theabove. The Option 
Plan expires in ,990. 

Options for 120,000 shares of Class B Common 
StockweregrantedatpricesfromS10.1~5 roSit.ooduring 
the year ended May 31,1981. Duringthe yearended May 
31, ,983. options for 95,000 sharesofClass B Common 
Stock weregranted at prices from 115.6875 mSt9.7~. 
options for9,090shapes~eree~erckdat$11.00p~share 
andoptionsfor 3.000shares were forfeited. At May 31, 
i983,optionsfor44,9ioshareswerecxercisabkaggltgat- 
ing $473.- 

In October 1980, thecompany amended compensa- 
tion agiuments with three non-employee directors to pro- 
vide these directors wirh the right to purchase up to 
7~0,000 shares of the Company's Class A Common Stock 
at S.417 per share (after the 30-fior-i and %-hi split).The 
estimated (air market valueofthesesharesat thedare 
granted was $6.15 per share aggregaring$~,500,000. The 
rights to purchase 10% of the shares vested in October 
1980, an additional 40% will vest in October 1984 andan 
additional 10% will vest in October of eachof the years 
1985 through 1989 as tongas thedirectorsserveinan 
advisory capacity during that period and ineÃ§ other 
specified conditions. The three directorsexercised their 
rights ro purchase 71,000shares as of October 1980. All 
purchase rightsmust beexercised by October 1994. The 
Company will recognize compensation expense of 
$4,100,000over the nine-year vesting period. 

At May 31,1981, all the remainingauthorized but 
unissuedsharesofClassBCommonStockarereserved for 
the Company's Employee Incentive Compensation Plan 
and the conversion ofClass ACommon Stock outstanding 
and options granted for Class A CommonStock. 

Note 9 - Pmfit sharing plan: 
Effective June I, 1977, theCompany established a 

profitsharingplan available to substantially all employees. 
The t e r n  of the plan call for annual contributions by the 
Company as determined by the Board of Directors. The 
board authorizedconrrihutionsof $a,c-ao,c-ao, 
$1,75o,ooo, and $t,ow,mm to the plan for the years 
endedMay 3t,1983,198zand 1981. 

Note 10 - Commitments 
and contimencies: - 

TheCompany leasesspace foritsoffices, warehouses 
and mail stores under leases expiring from one ro fifteen 
yearsaherMay 31,1983. Rentexpenseaggregated 
$9,a78,ooo, $6,009,000 and $3,929,000 for the years 
ended May 31,1983,1982 and 1981. The following is a 
schedule of minimum fume rentalson noncancellahk 
operating leases asof May 31,1983 (in thousandi). 

Yeam Fadie 
Mm: 

1984 S 6.962 
985 4,880 
986  3,868 
9 8 7  3.347 
1988 3.274 

Later years 
Tool minimum future rentals - 

In June 1983, the Company wasserved in a lawsuit 
filed by an individual against theCompany, andcertain 
current and past employees of the Company seeking an 
msnecified amount, stated bv the Comolaint to be in 
ex&ofStornillioi in c k r a l d m & s a n d I n  million 
1 punitivedamages for alleged hrewchesofAc&and 
tordous conduct surrounding the Company's termiiurion 
of a business relationship with the individual. The Corn- 
pany believes theclaim is without merit and will not result 
1 a material loss to the Company, 

Note I I - Operations by geographic 
areas: 

Information about the Company'soperations in the 
United Statesand foreign areasispresented below. hrn- 
company revenues result from salesof footwear (ormm- 
poneius) and apparel between the United Stares and 
foreign areasat internally determined prices basedoncost. 
Operations in foreign areaspnorm 1983 were not 
signilkant. 

Y ' E n d i d M w r .  ,983 

Uniud 
U" llmusmlil 

Coiliolt- 
*I" & 

Revenues from un- 
datedentilies $773.947 S 93,"'s 

Inrn-comvany 

Inmme before 
provision for 
income taxes and 
minority interest 

Total assets 



Supplementary Information to Disclose the Effects 
26 of Changing Prices iiimuutiw 

In accordance with the requirements of Financial 
Accoun~~Smndnrd (FAS) NO. 33, "Financial Reporting 
and Chanmnc Prices." the Commnv  resents the follow- 
ineinformiti&. Theoinecoveof the FASis to measure the 
&atedeffectsof inflation. Historical dollar amounts as 
 pod in the primary f i n a d  statements have been 
adjusted coshow tkeffectsof (1) general inflation (con- 

stamdollar), and (2) chasgcsinspecific prices (current 
costs). Because theCompany values its inventories at the 
lowerof con, last-in fint-out (UFO), or market, which 
results in recoanition ofcurrent cost of& in con of 
sales andsince-total property, plant andequipment are a 
relatively minor portionof total assets, theeffects of infla- 
tion on thecompany as measured under die standards 

ConsolidatedStatement of Operations Adjusted 
for the Effects of Changing Prices (in itousands) 

Revalues 

Cost of ides' 
Depredation 
Selling and admitismtion* 
Interest 
Other expense 

Income before provision for taxes 
and minority interest 

Provision for income taxes 

Income before minority interest 

Minority inrerest 

Nd income 

Unrealized gain from dedine in 
purrkaanxpower of m amounts owed 

The increase in inventories and property, plant and quipment resulting fromgeneral inflationof $4.989 offseta 
decrease in thespecificpricesofsuchassetsofS6.453. At May 31,1983, the currentcostofinventorieswas 
Sz90,143 and thecurrent cost of property, plane andequipment, net of accumulated depiedation and 
amortization wasS4a.6~;. Corresponding historicalcon amounts were$a83,788 forinventoriesandS39.731 
for property, plant and equipment. 

Â¥Exclusiv of depreciation. 

presented by the FAS NO. 33 are not significant. Also, information was derived by applyingpublished govern- 
because of the ex~erimental nature of the reauited disclo- ment and orivate indexes to the related historical costsin 
ures, management has not concluded that this informa- current year averagedollars. Thedepreciation and amorti- 
rion accurately represents the true impact inflation has on rationamountsunder both theconstantdollarandcurrent 
the Company. con methods werecomputed by applying the appropriate 

The constant dollarinformation was derived by ip- indexes against the historical amounts. The provision for 
the Consumer Price Index incurrent year avenge income taxesunder both methods has not been changed 

dollars to the related historicalcosts The current con becausetheFAS N0.33 adjustments arenot taxdeductibk. 

Five-Year Comparison of Selected Supplementary Financial 
Data Adjusted for the Effects of Changing Prices 

Revenues: 
As reported 
Constant dollars 

Constant dolbr infomath: 
Net income 
Net income per common share 
Net assets at year-end 

Current cost information: 
Net income 
Net income per common share 
Net asse tsat yesr-end 
Decrease incurrent cost of 

inventories and property. 
plant and quipment, 
exclusiveof idation 

Other infomution: 
Purchasing power gain 

on net moneuiiy items 
Market price per common 

share at year-end as r e p o d  
Average consumer price index 

'Prior to December 2,1980, the Company was 
private1 owned and no market prices were 
mwtlabi,. 

"Ad listedforz-for-: stock split dBtriinted 
inJanmri, ,983 
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