
NIKE INC

FORM 10-Q
(Quarterly Report)

Filed 04/15/02 for the Period Ending 02/28/02

    
Address ONE BOWERMAN DR

BEAVERTON, OR 97005-6453
Telephone 5036713173

CIK 0000320187
Symbol NKE

SIC Code 3021     - Rubber and Plastics Footwear
Industry Footwear

Sector Consumer Cyclical
Fiscal Year 05/31

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.

http://www.edgar-online.com


FORM 10-Q 

 
 

NIKE INC

(Quarterly Report) 

Filed 4/15/2002 For Period Ending 2/28/2002

Address ONE BOWERMAN DR

BEAVERTON, Oregon 97005-6453

Telephone 503-671-3173 

CIK 0000320187

Industry Footwear

Sector Consumer Cyclical

Fiscal Year 05/31



SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  

FORM 10-Q  

FOR QUARTERLY REPORTS UNDER SECTION 13 OR 15 (d) OF  
THE SECURITIES AND EXCHANGE ACT OF 1934  

For the Quarter Ended February 28, 2002 Commission file number - 1-10635  

NIKE, Inc.  

(Exact name of registrant as specified in its charter)  

 

Registrant's telephone number, including area code (503) 671-6453  

Indicate by check mark whether the registrant (1) has filed all reports  

required to be filed by Section 13 or 15 (d) of the Securities Exchange  

Act of 1934 during the preceding 12 months (or for such shorter period  

that the registrant was required to file such reports), and (2) has been  

subject to such filing requirements for the past 90 days  

Yes X No .  

Common Stock shares outstanding as of February 28, 2002 were:  
 

 

PART 1 - FINANCIAL INFORMATION  

Item 1. Financial Statements  

NIKE, Inc.  

        OREGON                                  93- 0584541 
 
(State or other jurisdiction of             (I.R.S.  Employer 
 incorporation or organization)              Identi fication No.)  
 
     One Bowerman Drive, Beaverton, Oregon    97005 -6453 
 
  (Address of principal executive offices)        ( Zip Code) 

Class A          98,183,961  
 
Class B         170,251,332  
                ___________  
                268,435,293  
                ===========  

                      CONDENSED CONSOLIDATED BALANC E SHEET 
                                                      February 28,   May 31, 
                                                         2002         2001 
                                                      (unaudited) 
                                                       ________      _______ 
                                                           (in millions) 
 



 

The accompanying Notes to Condensed Consolidated Financial Statements are  
an integral part of this statement.  

NIKE, Inc.  

CONDENSED CONSOLIDATED STATEMENT OF INCOME  

           ASSETS 
 
Current assets: 
     Cash and equivalents                              $  349.6     $  304.0 
     Accounts receivable                                1,814.3      1,621.4 
     Inventories (Note 4)                               1,432.6      1,424.1 
     Deferred income taxes                                 93.8        113.3 
     Prepaid expenses                                     260.4        162.5 
                                                       ________     ________ 
 
     Total current assets                               3,950.7      3,625.3 
 
Property, plant and equipment                           2,646.9      2,552.8 
     Less accumulated depreciation                      1,059.8        934.0 
                                                       ________     ________ 
 
                                                        1,587.1      1,618.8 
 
Identifiable intangible assets and goodwill               387.2        397.3 
Deferred income taxes and other assets                    320.0        178.2 
                                                       ________     ________ 
 
                                                       $6,245.0     $5,819.6 
                                                       ========     ======== 
 
           LIABILITIES AND SHAREHOLDERS' EQUITY 
 
Current liabilities: 
     Current portion of long-term debt                 $   55.0     $    5.4 
     Notes payable                                        477.8        855.3 
     Accounts payable                                     372.9        432.0 
     Accrued liabilities                                  670.9        472.1 
     Income taxes payable                                  57.5         21.9 
                                                       ________     ________ 
 
          Total current liabilities                     1,634.1      1,786.7 
 
Long-term debt                                            615.2        435.9 
Deferred income taxes and other liabilities               127.5        102.2 
Commitments and contingencies (Note 6)                       --           -- 
Redeemable preferred stock                                  0.3          0.3 
Shareholders' equity: 
     Common stock at stated value: 
          Class A convertible-98.2 and 
            99.1 shares outstanding                         0.2          0.2 
          Class B-170.3 and 169.5 shares 
               outstanding                                  2.7          2.6 
     Capital in excess of stated value                    504.8        459.4 
     Unearned stock compensation                           (6.6)        (9.9)  
     Accumulated other comprehensive income              (130.3)      (152.1)  
     Retained earnings                                  3,497.1      3,194.3 
                                                       ________     ________ 
 
     Total shareholders' equity                         3,867.9      3,494.5 
                                                       ________     ________ 
 
                                                       $6,245.0     $5,819.6 
                                                       ========     ======== 

                                              Three  Months Ended             Nine Months Ended 
                                                  F ebruary 28,                 February 28, 
                                                 (u naudited)                    (unaudited) 
                                              _____ _____________             _________________ 
 
                                               2002         2001              2002        2001 
                                               ____         ____              ____        ____ 
 
                                                    (in millions, except per share data) 
Revenues                                    $2,260. 3    $2,170.1            $7,210.8    $7,005.5  
                                           ________ _   _________           _________   _________  
Costs and expenses: 
     Cost of sales                           1,376. 8     1,341.5             4,403.0     4,238.1  



 

The accompanying Notes to Condensed Consolidated Financial Statements are  
an integral part of this statement.  

NIKE, Inc.  

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS  

     Selling and administrative                682. 5       660.2             2,056.4     2,034.4  
     Interest expense                           12. 1        14.0                37.4        46.1  
     Other (income) expense, net                (0. 1)        6.2                11.8        19.7  
                                           ________ _   _________           _________   _________  
 
                                             2,071. 3     2,021.9             6,508.6     6,338.3  
                                           ________ _   _________           _________   _________  
 
Income before income taxes and cumulative 
     effect of accounting change               189. 0       148.2               702.2       667.2  
 
Income taxes                                    62. 7        50.8               242.3       240.2  
                                           ________ _   __________          _________   _________  
 
Income before cumulative effect of 
     accounting change                         126. 3        97.4               459.9       427.0  
 
Cumulative effect of accounting change, 
     net of income taxes                           -           -                 5.0           -  
                                            _______ __   __________         _________   _________  
 
Net income                                  $  126. 3    $   97.4            $  454.9   $   427.0  
                                            ======= ==   ==========          ========   =========  
 
Basic earnings per common share (Note 3): 
     Before accounting change                   0.4 7        0.36                1.71        1.58  
     Cumulative effect of accounting change        -           -               (0.02)          -  
                                            _______ __   __________          ________   _________  
 
                                            $   0.4 7    $   0.36            $   1.69   $    1.58  
                                            ======= ==   ==========          ========   =========  
 
Diluted earnings per common share (Note 3): 
     Before accounting change                   0.4 6        0.35                1.69        1.56  
     Cumulative effect of accounting change        -           -               (0.02)          -  
                                            _______ __   __________          ________   _________  
 
                                            $   0.4 6   $    0.35            $   1.67   $    1.56  
                                            ======= ==   =========           ========   =========  
 
Dividends declared per common share         $   0.1 2   $    0.12            $   0.36   $    0.36  
                                            ======= ==   =========           ========   =========  

                                                          Nine Months Ended 
                                                             February 28, 
                                                             (unaudited) 
                                                          _________________ 
 
                                                          2002         2001 
                                                          ____         ____ 
 
                                                            (in millions) 
 
Cash provided (used) by operations: 
          Net income                                     $ 454.9     $ 427.0 
          Income charges (credits) not 
            affecting cash: 
            Depreciation                                   164.0       144.6 
            Deferred income taxes                           (3.9)       (1.3)  
            Amortization and other                          46.5        22.4 
          Income tax benefit from exercise of 
            Stock options                                   11.3        29.5 
          Changes in other working capital 
            components                                    (153.4)     (264.7)  
                                                         _______      _______  
 
          Cash provided by operations                      519.4       357.5 
                                                         _______      _______  
Cash provided (used) by investing activities: 
          Additions to property, plant and 
            equipment                                     (173.2)     (227.5)  
          Disposals of property, plant and 



 

The accompanying Notes to Condensed Consolidated Financial Statements are  
an integral part of this statement.  

NIKE, Inc.  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

NOTE 1 - Summary of Significant Accounting Policies:  

Basis of presentation:  

The accompanying unaudited condensed consolidated financial statements reflect all adjustments (consisting of normal recurring accruals) 
which are, in the opinion of management, necessary for a fair presentation of the results of operations for the interim periods. The interim 
financial information and notes thereto should be read in conjunction with the Company's latest annual report on Form 10-K. The results of 
operations for the nine (9) months ended February 28, 2002 are not necessarily indicative of results to be expected for the entire year.  

Certain prior year amounts have been reclassified to conform to fiscal year 2002 presentation. These changes had no impact on previously 
reported results of operations or shareholders' equity.  

NOTE 2 - Comprehensive Income:  

Comprehensive income, net of taxes, is as follows:  

            equipment                                       11.8         7.7 
          Increase in other assets                         (59.4)      (32.6)  
          Increase in other liabilities                      6.5         6.5 
                                                          _______     _______  
 
          Cash used by investing activities               (214.3)     (245.9)  
                                                          _______     _______  
 
Cash provided (used) by financing activities: 
          Proceeds from long-term debt issuance            328.0           - 
          Reductions in long-term debt 
            including current portion                      (78.9)      (50.4)  
          Decrease in notes payable                       (377.5)      (44.8)  
          Proceeds from exercise of options                 32.5        24.4 
          Repurchase of stock                              (56.8)      (39.0)  
          Dividends on common stock                        (96.6)      (97.2)  
                                                          _______     _______  
 
          Cash used by financing activities               (249.3)     (207.0)  
                                                          _______     _______  
 
Effect of exchange rate changes on cash                    (10.2)       27.0 
Net increase (decrease) in cash and equivalents             45.6       (68.4)  
Cash and equivalents, May 31, 2001 and 2000                304.0       254.3 
                                                         ________     _______  
 
Cash and equivalents, February 28, 2002 
  and 2001                                               $ 349.6     $ 185.9 
                                                         =======     ========  

                                           Three Mo nths Ended            Nine Months Ended 
                                              Febru ary 28,                  February 28, 
                                              (unau dited)                   (unaudited) 
                                           ________ __________            _________________ 
 
                                            2002        2001              2002         2001 
                                            ____        ____              ____         ____ 
 
                                                            (in millions) 
 
Net Income                                 $126.3      $ 97.4             $454.9      $427.0 
 
Other Comprehensive Income: 
  Change in cumulative foreign currency 
     translation adjustment                 (35.8)       19.7              (42.5)       (8.5)  
  Change in unrealized gain/loss 
     in securities                              -        (1.5)                 -        (3.8)  
  Recognition in net income of previously 
     deferred unrealized loss on securities, 
     due to accounting change                   -           -                3.4           - 



 
NOTE 3 - Earnings Per Common Share:  

The following represents a reconciliation from basic earnings per share to diluted earnings per share. Options to purchase 4.5 million and 9.1 
million shares of common stock were outstanding at February 28, 2002 and February 28, 2001, respectively, but were not included in the 
computation of diluted earnings per share because the options' exercise prices were greater than the average market price of common shares 
and, therefore, the effect would be antidilutive.  

 
NOTE 4 - Inventories:  

Inventories by major classification are as follows:  

 
  Changes due to cash flow hedging 
     instruments: 
    Initial recognition of net deferred 
      gain as of June 1, due to accounting 
      change                                    -           -               53.4           - 
    Net deferred gain                        20.6           -               22.4           - 
    Reclassification to net income of 
      previously deferred net gains          (5.1)          -              (14.9)          - 
                                           _______    _______            _______     _______ 
 
Net change due to cash flow hedging 
    Instruments                              15.5           -               60.9           - 
                                           _______    _______            _______     _______ 
 
 
Total Comprehensive Income                $ 106.0     $ 115.6            $ 476.7      $414.7 
                                          =======     =======            =======     ======= 

                                         Three Mont hs Ended             Nine Months Ended 
                                            Februar y 28,                  February 28, 
                                            (unaudi ted)                   (unaudited) 
                                         __________ ________            _________________ 
 
                                          2002         2001             2002        2001 
                                          ____         ____             ____        ____ 
 
                                              (in m illions, except per share data) 
 
Determination of shares: 
   Average common shares 
     outstanding                          268.4        270.9           268.3        270.2 
   Assumed conversion of 
     dilutive stock options 
     and awards                             5.0          3.7             3.9          3.7 
                                         ______       ______           ______      ______ 
 
Diluted average common 
   shares outstanding                     273.4        274.6           272.2        273.9 
                                         ======       ======           ======      ====== 
 
Basic earnings per common share: 
   Before cumulative effect of 
     accounting change                     0.47         0.36             1.71        1.58 
   Cumulative effect of 
     accounting change                        -            -            (0.02)          - 
                                         _______      _______          _______     _______  
                                         $ 0.47       $ 0.36           $ 1.69      $ 1.58 
                                         =======      =======          =======     =======  
 
Diluted earnings per common share: 
   Before cumulative effect of 
     accounting change                     0.46         0.35             1.69        1.56 
   Cumulative effect of 
     accounting change                        -            -            (0.02)          - 
                                         _______      _______          _______     _______  
                                         $ 0.46       $ 0.35           $ 1.67      $ 1.56 
                                         =======      =======          =======     =======  

                    Feb. 28,      May 31,  
                     2002          2001 
                  (unaudited) 
                    ________     ________  
 
                       (in millions) 
Finished goods      $1,407.1     $1,399.4  



 
NOTE 5 - Operating Segments:  

The Company's major operating segments are defined by geographic regions for subsidiaries participating in NIKE brand sales activity. 
"Other" as shown below represents activity for Cole-Haan Holdings, Inc., Bauer NIKE Hockey, Inc., and NIKE IHM, Inc., which are 
immaterial for individual disclosure. Where applicable, "Corporate" represents items necessary to reconcile to the consolidated financial 
statements, which generally include corporate activity and corporate eliminations. The segments are evidence of the structure of the Company's 
internal organization. Each NIKE brand geographic segment operates predominantly in one industry: the design, production, marketing and 
selling of sports and fitness footwear, apparel, and equipment.  

Net revenues as shown below represent sales to external customers for each segment. Intercompany revenues have been eliminated and are 
immaterial for separate disclosure. The Company evaluates performance of individual operating segments based on management pre-tax 
income. On a consolidated basis, this amount represents Income before income taxes and cumulative effect of accounting change as shown in 
the Condensed Consolidated Statement of Income. Reconciling items for management pre-tax income represent corporate costs that are not 
allocated to the operating segments for management reporting, and intercompany eliminations for specific income statement items.  

Accounts receivable, inventory, and fixed assets for operating segments are regularly reviewed and therefore provided:  

Work-in-progress        17.0         15.1  
Raw materials            8.5          9.6  
                    ________     ________  
 
                    $1,432.6     $1,424.1  
                    ========     ========  

                                       Three Months  Ended           Nine Months Ended 
                                           February  28,                February 28, 
                                           (unaudit ed)                 (unaudited) 
                                       ____________ ______           _________________ 
 
                                        2002        2001             2002        2001 
                                        ____        ____             ____        ____ 
                                                        (in millions) 
 
Net Revenue 
USA                                   $1,146.7    $ 1,088.7         $3,613.2    $3,571.6 
EUROPE, MIDDLE EAST, AFRICA              606.2       609.9          1,948.1     1,897.5 
ASIA PACIFIC                             302.6       275.0            890.9       807.6 
AMERICAS                                 112.0       109.4            426.4       407.1 
OTHER                                     92.8        87.1            332.2       321.7 
                                      _________   _ ________        _________    ________ 
                                      $2,260.3    $ 2,170.1         $7,210.8    $7,005.5 
                                      =========   = ========        ========     ======== 
 
Management Pre-Tax Income 
USA                                   $  214.3    $   181.5         $  719.1    $  673.5 
EUROPE, MIDDLE EAST, AFRICA              111.2        86.3            302.1       287.9 
ASIA PACIFIC                              61.6        47.5            188.0       149.0 
AMERICAS                                  13.2         4.5             68.1        59.3 
OTHER                                     (1.9)       (4.0)             4.4        26.7 
CORPORATE                               (209.4)     (167.6)          (579.5)     (529.2) 
                                      _________   _ ________        __________   _________  
                                      $  189.0    $   148.2         $  702.2    $  667.2 
                                      =========   = ========        ==========   ======== 
 
                                       Feb. 28,     May 31, 
                                         2002        2001 
                                     (unaudited) 
                                      _________   _ _________ 
 
Accounts Receivable, net 
USA                                   $  841.9    $   622.5 
EUROPE, MIDDLE EAST, AFRICA              546.9       512.5 
ASIA PACIFIC                             165.9       194.8 
AMERICAS                                 128.5       144.7 
OTHER                                    107.5       118.6 
CORPORATE                                 23.6        28.3 
                                      _________   _ ________ 
                                      $1,814.3    $ 1,621.4 
                                      =========   = ======== 
 
Inventories, net 
USA                                   $  694.4    $   744.2 
EUROPE, MIDDLE EAST, AFRICA              359.1       298.3 
ASIA PACIFIC                             162.0       125.8 
AMERICAS                                  82.0        72.4 
OTHER                                    123.7       156.4 
CORPORATE                                 11.4        27.0 



 
NOTE 6 - Commitments and Contingencies:  

At February 28, 2002, the Company had letters of credit outstanding totaling $748.9 million. These letters of credit were issued for the 
purchase of inventory.  

There have been no other significant subsequent developments relating to the commitments and contingencies reported on the Company's most 
recent Form 10-K.  

Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION  

Critical Accounting Policies  

Our discussion and analysis of our financial condition and results of operations following are based upon our consolidated financial statements, 
which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial 
statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and 
related disclosure of contingent assets and liabilities.  

We believe that the estimates, assumptions and judgments involved in the accounting policies described below have the greatest potential 
impact on our financial statements, so we consider these to be our critical accounting policies. Because of the uncertainty inherent in these 
matters, actual results could differ from the estimates we use in applying the critical accounting policies. Certain of these critical accounting 
policies affect working capital account balances, including the policies for revenue recognition, the reserve for uncollectible accounts 
receivable, inventory reserves, and contingent payments under endorsement contracts. These policies require that we make estimates in the 
preparation of our financial statements as of a given date. However, since our business cycle is relatively short, actual results related to these 
estimates are generally known within the six month period following the financial statement date. Thus, these policies generally affect only the 
timing of reported amounts across two to three quarters.  

Within the context of these critical accounting policies, we are not currently aware of any reasonably likely events or circumstances, which 
would result in materially different amounts being reported.  

Revenue Recognition  

We record wholesale revenues when title passes and the risks and rewards of ownership have passed to the customer, based on the terms of 
sale. Retail store revenues are recorded at the time of sale. For wholesale shipments, title generally passes either upon shipment of goods from 
our warehouse or upon receipt of goods by the customer, depending on the sales terms in effect in each country in which we operate.  

In some instances, we ship product directly from our supplier to the customer. In these cases, we recognize revenue when the product is 
delivered to the customer. Our revenues may fluctuate in cases when our customers delay accepting shipment of product for periods up to 
several weeks.  

In certain countries outside of the U.S., precise information regarding the date of receipt by the customer is not readily available. In these cases, 
we estimate the date of receipt by the customer based upon historical delivery times by geographic location. On the basis of our tests of actual 
transactions, we have no indication that these estimates have been materially inaccurate historically.  

As part of our revenue recognition policy, we record estimated sales returns and miscellaneous claims from customers as reductions to 
revenues at the time revenues are recorded. We base our estimates on historical rates of product returns and claims, and specific identification 
of outstanding claims and outstanding returns not yet received from customers. In the past, actual returns and claims have not exceeded our 
reserves. However, actual returns and claims in any future period are inherently uncertain and thus may differ from our estimates. If actual or 
expected future returns and claims were significantly greater than the reserves we had established, we would record a reduction to net revenues 
in the period in which we made such determination.  

Reserve for Uncollectible Accounts Receivable  

                                      _________   _ ________ 
                                      $1,432.6    $ 1,424.1 
                                      ========    = ======== 
 
Property, Plant and Equipment, net 
USA                                    $  254.6    $ 263.5 
EUROPE, MIDDLE EAST, AFRICA               197.7      208.2 
ASIA PACIFIC                              361.4      403.5 
AMERICAS                                   12.9       15.4 
OTHER                                     107.0      113.4 
CORPORATE                                 653.5      614.8 
                                      _________   _ ________ 
                                       $1,587.1   $ 1,618.8 
                                      =========   = ======== 



We make ongoing estimates relating to the collectibility of our accounts receivable and maintain a reserve for estimated losses resulting from 
the inability of our customers to make required payments. In determining the amount of the reserve, we consider our historical level of credit 
losses and make judgments about the creditworthiness of significant customers based on ongoing credit evaluations. Historically, losses from 
uncollectible accounts have not exceeded our reserves. Since we cannot predict future changes in the financial stability of our customers, actual 
future losses from uncollectible accounts may differ from our estimates. If the financial condition of our customers were to deteriorate, 
resulting in their inability to make payments, a larger reserve might be required. In the event we determined that a smaller or larger reserve was 
appropriate, we would record a credit or a charge to selling and administrative expense in the period in which we made such a determination.  

Inventory Reserves  

We also make ongoing estimates relating to the market value of inventories, based upon our assumptions about future demand and market 
conditions. If we estimate that the net realizable value of our inventory is less than the cost of the inventory recorded on our books, we record a 
reserve equal to the difference between the cost of the inventory and the estimated market value. This reserve is recorded as a charge to cost of 
sales. If changes in market conditions result in reductions in the estimated market value of our inventory below our previous estimate, we 
would increase our reserve in the period in which we made such a determination and record a charge to cost of sales.  

Contingent Payments under Endorsement Contracts  

A significant portion of our demand creation (marketing and promotion) expense relates to payments under endorsement contracts. In general, 
endorsement payments are expensed uniformly over the term of the contract. However, certain other contract elements may be accounted for 
differently, based upon the facts and circumstances of each individual contact.  

Certain contracts provide for contingent payments to endorsers based upon specific achievements in their sports (e.g. winning a championship). 
We record selling and administrative expense for these amounts when the endorser achieves the specific goal.  

Certain contracts provide for payments based upon endorsers maintaining a level of performance in their sport over an extended period of time 
(e.g. maintaining a top ranking in a sport for a year). These amounts are reported in selling and administrative expense when we determine that 
it is probable that the specified level of performance will be maintained throughout the period. In these instances, to the extent that actual 
payments to the endorser differ from our estimate due to changes in the endorser's athletic performance, increased or decreased selling and 
administrative expense may be reported in a future period.  

Certain contracts provide for royalty payments to endorsers based upon a predetermined percentage of sales of particular products. We expense 
these payments in cost of sales as the related sales are made. In certain contracts, we offer minimum guaranteed royalty payments. For 
contractual obligations for which we estimate that we will not meet the minimum guaranteed amount of royalty fees through sales of product, 
we record in selling and administrative expense the minimum guaranteed payment amount uniformly over the remaining royalty term.  

Property, plant and equipment and other long-lived assets  

Property, plant and equipment, including buildings, equipment, and computer hardware and software, is recorded at cost and is depreciated 
over its estimated useful life. Changes in circumstances (such as technological advances or changes to our business operations) can result in 
differences between the actual and estimated useful lives. In those cases where we determine that the useful life of a long-lived asset should be 
shortened, we increase depreciation expense over the remaining useful life to depreciate the asset's net book value to its salvage value.  

Under current accounting standards, when circumstances indicate that the carrying value of a long-lived asset may be impaired, we estimate the 
future undiscounted cash flows to be derived from the asset to determine whether or not a potential impairment exists. If the carrying value 
exceeds our estimate of future undiscounted cash flows, we then calculate the impairment as the excess of the carrying value of the asset over 
our estimate of its fair market value. Any impairment charges are recorded as other expense. We estimate future undiscounted cash flows using 
assumptions about our expected future operating performance. Our estimates of undiscounted cash flows may differ from actual cash flows due 
to, among other things, technological changes, economic conditions, or changes to our business operations. We have determined that the 
carrying value of our long-lived assets (including property, plant, and equipment, goodwill, and other intangible assets) is not impaired under 
current accounting standards. However, as of June 1, 2002, as discussed following, we will adopt Statement of Financial Accounting Standard 
No. 142, "Goodwill and Other Intangible Assets." Upon adoption, we expect to record an impairment charge related to the goodwill and other 
intangible assets of our subsidiaries Bauer NIKE Hockey, Inc. and Cole-Haan Holdings, Inc.  

Hedge Accounting for Derivatives  

We use forward exchange contracts and option contracts to hedge certain anticipated foreign currency exchange transactions, as well as any 
resulting receivable or payable balance. When specific criteria required by Statement of Financial Accounting Standard No. 133, "Accounting 
for Derivative Instruments and Hedging Activities," have been met, changes in fair values of hedge contracts relating to anticipated transactions 
are recorded in other comprehensive income rather than current earnings. One of these criteria is that the forward exchange contract amount 
should not be in excess of specifically identified anticipated transactions. By their very nature, our estimates of anticipated transactions may 
fluctuate over time and may ultimately vary from actual transactions. When anticipated transaction estimates or actual transaction amounts 
decrease below hedged levels, or when the timing of transactions changes significantly, we are required to reclassify at least a portion of the 
cumulative changes in fair values of the related hedge contracts from other comprehensive income to current earnings during the quarter in 



which such changes occur. Once an anticipated transaction estimate or actual transaction amount decreases below hedged levels, we make 
adjustments to the related hedge contract in order to reduce the amount of the hedge contract to that of the revised anticipated transaction.  

Taxes  

We record valuation allowances against our deferred tax assets, when necessary, in accordance with Statement of Financial Accounting 
Standard No. 109, "Accounting for Income Taxes." Realization of deferred tax assets (such as net operating loss carryforwards) is dependent 
on future taxable earnings and is therefore uncertain. At least quarterly, we assess the likelihood that our deferred tax asset balance will be 
recovered from future taxable income. To the extent we believe that recovery is not likely, we establish a valuation allowance against our 
deferred tax asset, increasing our income tax expense in the period such determination is made.  

In addition, we have not recorded U.S. federal income tax expense for foreign earnings that we have indefinitely reinvested offshore, thus 
reducing our overall income tax expense. The amount of earnings designated as indefinitely reinvested offshore is based upon our estimate of 
the future cash needs of our U.S. and foreign based entities. In the event actual cash needs of our U.S.-based entities exceed our estimates, or 
the actual cash needs of our foreign-based entities are less than our estimates, we might repatriate these designated earnings to the U.S. Income 
tax expense would increase during the period in which we determined that the earnings would no longer be indefinitely reinvested offshore. 
When these earnings are actually repatriated, they would be subject to U.S. taxation; at that time we would record a current income tax liability. 

On an interim basis, we estimate what our effective tax rate will be for the full fiscal year and record a quarterly income tax provision in 
accordance with the anticipated annual rate. As the fiscal year progresses, we continually refine our estimate based upon actual events and 
earnings by jurisdiction during the year. This continual estimation process periodically results in a change to our expected effective tax rate for 
the fiscal year. When this occurs, we adjust the income tax provision during the quarter in which the change in estimate occurs so that the year-
to-date provision equals the expected annual rate.  

Other Contingencies  

In the ordinary course of business, we are involved in legal proceedings involving contractual and employment relationships, product liability 
claims trademark rights, and a variety of other matters. We record contingent liabilities resulting from claims against us when it is probable that 
a liability has been incurred and the amount of the loss is reasonably estimable. We disclose contingent liabilities when there is a reasonable 
possibility that the ultimate loss will exceed the recorded liability. Estimating probable losses requires analysis of multiple factors, in some 
cases including judgments about the potential actions of third party claimants and courts. Therefore, actual losses in any future period are 
inherently uncertain. Currently, we do not believe that any of our pending legal proceedings or claims will have a material impact on our 
financial position or results of operations. However, if actual or estimated probable future losses exceed our recorded liability for such claims, 
we would record additional charges as other expense during the period in which the actual loss or change in estimate occurred.  

Operating Results  

Pretax income for the third quarter of fiscal 2002 increased 27.5% versus the third quarter of fiscal 2001, driven by a 4.2% increase in revenues 
(from $2,170.1 million to $2,260.3 million), a higher gross margin percentage, lower selling and administrative expense as a percentage of 
revenues, lower interest expense, and improved other income/expense. Net income for the third quarter of fiscal 2002 increased 29.7% versus 
the third quarter of fiscal 2001 (from $97.4 million to $126.3 million), a higher growth rate than pre-tax income due to a 1.1 point reduction in 
our effective tax rate. Quarterly earnings per share improved 31.4%, from $0.35 to $0.46, a slightly higher rate than net income due to share 
repurchases over the past year.  

Excluding a $5.0 million charge related to the cumulative effect of an accounting change, net income for the first nine months of fiscal 2002 
increased 7.7% versus the same period in fiscal 2001. The acceleration in net income growth in the third quarter was primarily due to faster 
revenue growth and a higher gross margin percentage than in the first half of the year, which was adversely affected by weaker U.S. footwear 
sales and the uncertain economic conditions following the terrorist attacks of September 11, 2001.  

Consolidated revenues increased 4.2% for the third quarter. Had foreign exchange rates remained constant, the increase in revenues for the 
quarter would have been 6.3%.  

The U.S. region contributed significantly to the consolidated revenue growth, as revenues increased 5.3% versus the same quarter last year. The 
U.S. growth reflected an increase in footwear revenues, which resulted from greater market demand for in-line NIKE brand footwear products 
across a broad array of categories and price points. The increase in in-line sales also reflected a comparison to relatively low revenues during 
this same quarter last year resulting from shipment delays and cancellations due to problems in our implementation of new global demand and 
supply planning systems.  

While in-line sales of U.S. footwear increased, close-out sales and inventory levels were lower than the third quarter of fiscal 2001, when 
weaker than expected sales and supply chain disruptions created higher levels of close-out inventories.  

U.S. apparel revenues increased 1.0% in the third quarter despite the loss of revenue from the termination of our license agreement with the 
National Football League as of May 31, 2001. In addition, this year we shifted some third quarter revenues to the second quarter as some 
December orders were shipped in November in advance of our supply chain system implementation in the U.S.  



In the U.S. equipment business, the introduction of NIKE brand golf clubs drove the increase in revenues during the quarter.  

Revenues from our international regions represented 45.2% of revenues in the quarter and grew 2.7% as compared to the third quarter last year. 
In constant dollars, these revenues grew 7.2%  

After a recent history of solid growth, reported revenues in the Europe, Middle East, and Africa (EMEA) region declined 0.6%, but increased 
1.6% in constant dollars. The EMEA footwear business grew slightly while the apparel and equipment businesses declined slightly. Both 
footwear and apparel revenues weakened in Southern Europe in the face of competition from fashion brands entering the sportswear market, 
particularly in Italy. Third quarter revenues were also affected by certain customers delaying acceptance of shipments near the end of the 
quarter. We expect much of that product will be shipped in the fourth quarter.  

The Asia Pacific region reported increased revenues of 10.0% over the prior year, which represented 19.4% growth in constant dollars. These 
results reflected a continuing trend from the second quarter, as we again achieved strong revenue growth in all business units, reflecting strong 
demand for NIKE brand products despite uncertain economic conditions in the region.  

Reported revenues for the Americas region increased 2.4%, an 8.2% increase in constant dollars, despite a significant drop-off in sales in 
Argentina. As a result of that country's ongoing economic crisis, we did not ship product in Argentina during most of January and February; 
shipments have since resumed to a very limited number of customers.  

Consolidated revenues increased 2.9% for the year-to-date period. Had foreign exchange rates remained constant, the increase in revenues for 
the year-to-date period would have been 5.6%. The acceleration in revenue growth in the third quarter was primarily due to faster revenue 
growth in the U.S. region than in the first half of the year, which was adversely affected by weaker footwear sales and a slow down in retail 
sales in the wake of the terrorist attacks of September 11, 2001. The third quarter rebound in U.S. region revenue growth was partially offset by 
slower revenue growth in the EMEA and Americas regions.  

The breakdown of revenues follows. "Other" as shown below includes revenues from our subsidiaries Bauer NIKE Hockey, Inc. and Cole-
Haan Holdings, Inc.  

 

 
 

                                           Three Mo nths Ended                Nine Months Ended 
                                              Febru ary 28,                     February 28, 
                                           ________ ___________              _________________ 
                                                               %                               % 
                                         2002       2001    change        2002       2001    change 
                                        ______     ______   _______      ______     ______   _______  
 
                                                                (in millions) 
U.S.A. REGION 
 
   FOOTWEAR                              $784.3    $734.3      7%       $2,343.6    $2,374.3    -1% 
   APPAREL                                281.7     278.9      1%          986.9       951.4     4% 
   EQUIPMENT AND OTHER                     80.7      75.5      7%          282.7       245.9    15% 
                                        _______   _ ______               ________    ________ 
     TOTAL U.S.A.                       1,146.7   1 ,088.7      5%        3,613.2     3,571.6     1% 
 
EMEA REGION 
 
   FOOTWEAR                               340.3     334.8      2%        1,082.1     1,012.0     7% 
   APPAREL                                227.9     235.0     -3%          732.6       749.7    -2% 
   EQUIPMENT AND OTHER                     38.0      40.1     -5%          133.4       135.8    -2% 
                                        _______   _ ______               ________    ________ 
     TOTAL EMEA                           606.2     609.9     -1%        1,948.1     1,897.5     3% 
 
ASIA PACIFIC REGION 
 
   FOOTWEAR                               164.3     159.4      3%          495.8       464.7     7% 
   APPAREL                                106.7      87.5     22%          307.7       268.1    15% 
   EQUIPMENT AND OTHER                     31.6      28.1     12%           87.4        74.8    17% 
                                        _______   _ ______               ________    ________ 
     TOTAL ASIA PACIFIC                   302.6     275.0     10%          890.9       807.6    10% 
 
AMERICAS REGION 
 
   FOOTWEAR                                68.5      66.4      3%          267.7       268.7     0% 
   APPAREL                                 34.0      33.7      1%          129.3       115.9    12% 
   EQUIPMENT AND OTHER                      9.5       9.3      2%           29.4        22.5    31% 
                                        _______   _ ______               ________    ________ 
     TOTAL AMERICAS                       112.0     109.4      2%          426.4       407.1     5% 
 
                                        _______   _ ______               ________    ________ 
TOTAL NIKE BRAND                        2,167.5   2 ,083.0      4%        6,878.6     6,683.8     3% 



 

</TABLE  

Our quarterly gross margin percentage improved 0.9 points, from 38.2% to 39.1%. Significant drivers of the improvement included:  

1) Higher footwear margins in the U.S due in part to lower transportation costs and product costs, the result of effective negotiations with 
shippers and footwear suppliers  
2) A higher mix of in-line sales versus close-out sales of U.S. footwear, reflecting increased demand for in-line footwear and lower close-out 
inventory levels  
3) Higher in-line pricing margins in EMEA, reflecting the continuing effect of prices effective at the beginning of the fiscal year and the 
decreasing negative effect of current year euro / dollar exchange rates versus our hedged exchange rates in the prior year  
4) Lower global apparel product costs resulting from sourcing efficiency initiatives  

The increased gross margin percentage also reflects a comparison to a relatively low gross margin percentage during the third quarter last year. 
The prior year gross margin percentage was depressed by the supply chain disruptions discussed above, which resulted in a higher mix of 
footwear close- outs and higher fixed costs per unit due to lower than expected revenues.  

The year-to-date gross margin percentage declined 0.6 points, from 39.5% to 38.9%, as margin declines in the first half of this fiscal year more 
than offset the expanding gross margin percentage in the third quarter. In the first half of the year, the negative effect of current euro / dollar 
exchange rates versus our hedged exchange rates in the prior year, lower margins at Cole Haan (due to the weakened U.S. economy after the 
September 11, 2001 attacks), and low margins on U.S. team apparel sales, drove the decline.  

Quarterly selling and administrative expense was $682.5 million in the third quarter of fiscal 2002 versus $660.2 million in the third quarter of 
fiscal 2001, representing a decline of 0.2 points as a percentage of revenues. Demand creation expense in the quarter declined 1.1% versus the 
prior year ($242.2 million versus $245.0 million), as we continued to defer current year spending in order to support our World Cup marketing 
campaign in the fourth quarter. Operating overhead increased due in part to additional headcount to support our growing golf business as well 
as our operations in Eastern Europe, where certain markets converted from independent distributorships to direct NIKE ownership over the past 
year. We also increased our investment in our supply chain initiative as compared to last year and recorded additional expense for 
compensation programs tied to our profitability and stock performance.  

Year-to-date selling and administrative expense was $2,056.4 million in the current fiscal year versus $2,034.4 million in the prior fiscal year, 
representing a 0.5 point decrease as a percentage of revenues. Year-to-date demand creation spending decreased to $734.0 million from $777.3 
million during the same period last year, driving the decrease in total selling and administrative expense as a percentage of revenues. In fiscal 
2001, our demand creation spending was concentrated in the first half of the year as we invested in marketing campaigns related to the 2000 
Summer Olympics and the 2000 European Football Championships. In fiscal 2002, our spending will be focused in the fourth quarter as we 
invest in marketing centered on the 2002 World Cup. Year-to-date operating overhead increased, reflecting additional resources supporting 
Golf and Eastern Europe, increased investments in our supply chain initiative, and higher compensation expense as discussed above.  

Third quarter interest expense decreased from $14.0 million to $12.1 million, a decline of 13.6%. Year-to-date interest expense decreased from 
$46.1 million to $37.4 million, a decline of 18.9%. The decrease reflected lower interest rates in the current year and lower average debt levels 
as we have used operating free cash flow to reduce debt.  

Other income/expense for the third quarter of fiscal 2002 was net income of $0.1 million compared to net expense of $6.2 million for the same 
quarter of last year. For the current year-to-date period, other income/expense was a net expense of $11.8 million compared to a net expense 
$19.7 million in the prior year. Significant amounts included in other income/expense were interest income, profit sharing expense, goodwill 
amortization, and certain foreign currency gains and losses.  

In the third quarter, we adjusted our year-to-date tax rate to 34.5%, consistent with our estimate of our full year effective tax rate. The current 
year-to-date rate compares to a rate of 36.0% for the comparable year-ago period and reflects lower taxes on the portion of foreign earnings that 
have been permanently reinvested offshore.  

Futures Orders  

Worldwide futures and advance orders for NIKE brand athletic footwear and apparel scheduled for delivery from March 2002 through July 
2002 were 6% higher than such orders booked in the comparable period of fiscal 2001. The percentage growth in these orders is not necessarily 
indicative of our expectation of revenue growth in subsequent periods. This is because the mix of orders can shift between advance/futures and 
at-once orders. In addition, exchange rate fluctuations as well as differing levels of order cancellations can cause differences in the comparisons 
between future orders and actual revenues. Finally, a significant portion of our revenues is not derived from futures orders, including wholesale 
sales of equipment, U.S. licensed team apparel, Bauer NIKE Hockey, and Cole Haan, and retail sales across all brands. For the period from 

 
OTHER                                      92.8      87.1      7%          332.2       321.7     3% 
 
                                        _______   _ ______               ________    ________ 
TOTAL REVENUES                         $2,260.3  $2 ,170.1      4%       $7,210.8    $7,005.5     3% 
                                       ========  == ======               ========    ======== 



March 2002 through July 2002, we expect that actual revenue growth may lag the level of future order growth due to lower footwear close-out 
sales and other "at once" order sales in the U.S. as compared to the prior year, reflecting our recent efforts to limit the availability of these 
products in the marketplace.  

Recently Issued Accounting Standard  

In July 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting Standard No. 141, "Business 
Combinations" (FAS 141) and Statement of Financial Accounting Standard No. 142, "Goodwill and Other Intangible Assets" (FAS 142). FAS 
141 requires the purchase method of accounting to be used for all business combinations initiated after June 30, 2001. FAS 141 also specifies 
criteria that acquired intangible assets must meet to be recognized and reported separately from goodwill. The adoption of FAS 141 will not 
have any material effect on our results of operations or financial position.  

FAS 142 requires that goodwill and intangible assets with indefinite lives no longer be amortized but instead be measured for impairment at 
least annually, or when events indicate that an impairment exists. Our adoption date will be June 1, 2002. As of that date, amortization of 
goodwill and other indefinite-lived intangible assets, including those recorded in past business combinations, will cease. As a result of the 
elimination of this amortization, other expense will decrease by approximately $13 million annually.  

As required by FAS 142, we will perform impairment tests on goodwill and other indefinite-lived intangible assets as of the adoption date. 
Thereafter, we will perform impairment tests annually and whenever events or circumstances indicate that the value of goodwill or other 
indefinite-lived intangible assets might be impaired. In connection with the FAS 142 indefinite-lived intangible asset impairment test, we will 
utilize the required one-step method to determine whether an impairment exists as of the adoption date. The test will consist of a comparison of 
the estimated fair values of indefinite-lived assets with the carrying amounts. If the carrying amount of an intangible asset exceeds our estimate 
of its fair value, we will recognize an impairment loss in an amount equal to that excess.  

In connection with the FAS 142 transitional goodwill impairment test, we will utilize the required two-step method for determining goodwill 
impairment as of the adoption date. To accomplish this, we will identify our reporting units and determine the carrying value of each reporting 
unit by assigning our assets and liabilities, including the existing goodwill and intangible assets, to those reporting units as of the adoption date. 
We will then estimate the fair value of each reporting unit and compare it to the carrying amount of the reporting unit. To the extent the 
carrying amount of a reporting unit exceeds our estimate of the fair value of the reporting unit, we then will perform the second step of the 
transitional impairment test.  

Where necessary, in the second step, we will compare the implied fair value of the reporting unit goodwill with the carrying amount of the 
reporting unit goodwill, both of which will be measured as of the adoption date. The implied fair value of goodwill will be determined by 
allocating the estimated fair value of the reporting unit to all of the assets (recognized and unrecognized) and liabilities of the reporting unit in a 
manner similar to a purchase price allocation, in accordance with FAS 141. The residual fair value after this allocation will be the implied fair 
value of the reporting unit goodwill. We will record a transitional impairment loss for any excess of the carrying value of goodwill allocated to 
the reporting unit over the implied fair value.  

We have estimated that we will likely incur a transitional impairment loss between $225 million and $275 million related to our Bauer NIKE 
Hockey and Cole Haan subsidiaries, reflecting that the fair values we have estimated for these subsidiaries are less than the carrying values 
including goodwill. This expected transitional impairment loss will be recognized as the cumulative effect of a change in accounting principle 
in our income statement during the quarter ended August 31, 2002.  

Liquidity and Capital Resources  

Cash provided by operations was $519.4 million in the first nine months fiscal 2002, which compared to $357.5 million in the first nine months 
of fiscal 2001. Our primary source of operating cash flow was net income of $454.9 million. Operating cash flow in the current period 
exceeded that from the same period last year as a smaller increase in working capital used less cash.  

Total cash used by investing activities during the current year-to-date period was $214.3 million, compared to $245.9 million for the prior year 
period. The decrease reflected the completion of our campus expansion and our new distribution facilities in Japan last year. The most 
significant capital expenditures during the current year-to-date period were related to computer equipment and software, driven by our supply 
chain initiative. In addition, we continued to invest in new NIKE-owned retail stores, primarily outside the U.S.  

Net cash used by financing activities for the nine-month period was $249.3 million, up from $207.0 million in the same nine-month period in 
fiscal 2001. This amount included use of cash to reduce short-term and long-term debt, dividends to shareholders, and share repurchases. These 
uses of cash were partially offset by proceeds from long-term debt issuances and the exercise of employee stock options.  

The share repurchases were part of a $1 billion share repurchase program that began in fiscal 2001, after completion of a four-year, $1 billion 
program in fiscal 2000. In the third quarter of fiscal 2002, we purchased a total of 210,000 shares of NIKE's Class B common stock for $12.1 
million. We expect to fund the current program from operating free cash flow. The timing and the amount of shares purchased will be dictated 
by our capital needs and stock market conditions.  

Our significant long-term contractual obligations as of February 28, 2002 are as follows:  



Cash Payments due during the year ended May 31 (1),  

 
(in millions)  

Q4  
 

 

(1) The amounts for the year ended May 31, 2002 include only payments not yet made as of February 28, 2002.  

The amounts listed for endorsement contracts represent approximate amounts of base compensation and minimum guaranteed royalty fees we 
are obligated to pay athlete and sport team endorsers of our products. Actual payments under some contracts are likely be higher than the 
amounts listed as these contracts provide for bonuses to be paid to the endorsers based upon athletic achievements in future periods. Actual 
payments under some contracts may also be lower as a limited number of contracts include provisions for reduced payments if athlete 
performance declines in future periods.  

In addition to the cash payments disclosed above, we are obligated to furnish the endorsers with NIKE products for their use. It is not possible 
to determine how much we will spend on this product on an annual basis as the contracts do not stipulate a specific amount of cash to be spent 
on the product. The amount of product provided to the endorsers will depend on many factors including general playing conditions, the number 
of sporting events in which they participate, and our own decisions regarding product and marketing initiatives. In addition, the costs to design, 
develop, source, and purchase the products furnished to the endorsers are incurred over a period of time and are not necessarily tracked 
separately from similar costs incurred for products sold to customers.  

We also have the following outstanding short-term debt obligations as of February 28, 2002:  

Outstanding as of February 28, 2002  
(in millions)  

 

The nature and terms of these obligations have not changed from those disclosed in our Form 10-K as of May 31, 2001.  

In February 2002, we entered into an agreement to purchase substantially all of the assets and liabilities of Hurley International, a teen lifestyle 
apparel company based in California. This transaction was completed on April 12, 2002. We do not expect that this acquisition will have a 
significant effect on our liquidity, results of operations or financial position in the short term. While we do expect a positive impact on our 
long-term profitability from this acquisition, we cannot reasonably estimate this impact at this time.  

As of February 28, 2002, letters of credit of $748.9 million were outstanding for the purchase of inventories. All letters of credit expire within 
one year.  

We have two committed credit facilities with a group of banks totaling $1.1 billion. One facility is for $600 million and matures on November 
16, 2002. The other facility is a $500 million multi-year revolver that matures on November 17, 2005. Under the facilities, the interest rates and 
facility fees have not changed from those disclosed in our Form 10-K for the year ended May 31, 2001. We currently have no amounts 
outstanding under these facilities; thus, the total $1.1 billion remains available to us.  

Under these committed credit facilities, we have agreed to various covenants. These covenants include limits on our disposal of fixed assets 
and the amount of debt secured by liens we may incur, and set a minimum ratio of net worth to indebtedness. In the event we were to have any 
borrowings outstanding under these facilities, failed to meet any covenant, and were unable to obtain a waiver from a majority of the banks, 
any borrowings would become immediately due and payable. As of February 28, 2002, we were in full compliance with each of these 
covenants and believe it is unlikely we will fail to meet any of these covenants in the future.  

Description of Commitment   2002   2003   2004   20 05   2006  Thereafter  Total  
_________________________   ____   ____   ____   __ __   ____  __________  _____  
 
Operating Leases          $ 28.9  108.3   99.7   89 .7   80.2     344.8  $ 751.6  
Long-term Debt               1.3   55.0  205.0    5 .0    5.0     400.9    672.2  
Endorsement Contracts       55.4  268.2  210.5  155 .8  124.3     249.3  1,063.5  

Commercial paper outstanding, all 
  original maturities thirty days or less                     $354.4  
 
Notes payable for non-U.S. 
  operations, due at a mutually agreed-upon 
  date not exceeding 90 days from issuance 
  or on demand                                                 123.0  
 
Payable to Nissho Iwai American Company for 
  the purchase of inventories, generally due 
  60 days after shipment of goods from a foreign po rt           49.5  



If our long-term debt rating were to decline, the facility fees and interest rates under our committed credit facilities would increase. Conversely, 
if our long-term debt rating improves, the facility fees and interest rates would decrease. NIKE currently has long-term debt ratings of A/A2 
from Standard and Poors and Moody's Investor Services, respectively. Changes in our long-term debt rating would not trigger acceleration of 
maturity of any currently outstanding borrowings or any future borrowings under the committed credit facilities.  

We currently believe that cash generated by operations, together with access to external sources of funds, will be sufficient to meet our 
operating and capital needs. As described above, significant short and long-term lines of credit are maintained with banks, which, along with 
significant cash on hand, provide adequate operating liquidity. Liquidity is also provided by our commercial paper program, under which there 
was $354.4 million and $710.0 million outstanding at February 28, 2002 and May 31, 2001, respectively. Our interest costs under our 
commercial paper program could increase if our debt rating declines in the future. NIKE currently has short- term debt ratings of A1/P1 from 
Standard and Poors and Moody's Investor Services, respectively.  

Dividends per share of common stock for the third quarter of fiscal 2002 remained at $.12 per share, the same level as the previous year.  

Euro Conversion  

On January 1, 1999, eleven of the fifteen member countries of the European Union established permanent, fixed conversion rates between their 
existing currencies and the European Union's new common currency, the euro. In January 2001, an additional country, Greece, also established 
a fixed conversion rate to the euro. During the transition period that ended December 31, 2001, public and private parties were able to pay for 
goods and services using either the euro or the participating country's legacy currency. On January 1, 2002, euro denominated bills and coins 
were issued and began circulating. Most participating countries withdrew legacy currencies from circulation by February 28, 2002.  

We have made modifications to information technology systems supporting marketing, order management, purchasing, invoicing, payroll, 
financial reporting and cash management functions, in order to make them euro compliant. In addition our sales and retail systems have been 
modified where appropriate. All major systems have been converted and are euro compliant.  

We believe the introduction of the euro may create a move towards a greater level of wholesale price harmonization, although differing country 
costs and value added tax rates will continue to result in price differences at the retail level. Over the past several years, we have been actively 
working to assess and, where necessary, adjust pricing practices to operate effectively in this new environment.  

The costs of adapting our systems and practices to the implementation of the euro were generally related to the modification of existing systems 
and totaled approximately $8 million. These costs were expensed as incurred, primarily in fiscal 2000.  

Our full conversion to the euro has been completed with minimal impact to business operations. The conversion to the euro has had no 
significant impact on our financial condition or results of operations.  

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK  

We disclosed in our Form 10-Q as of August 31, 2001 that, as of that date, the maximum term over which we were hedging exposures to the 
variability of cash flows for all forecasted and recorded transactions was 27 months. Since that date, we have continued to hedge for extended 
periods, in some circumstances up to 32 months in advance. As of February 28, 2002, the maximum remaining term of a foreign currency 
hedge was 27 months and related to a Japanese yen forward contract hedging the anticipated purchase of inventory.  

Special Note Regarding Forward-Looking Statements and Analyst Reports  

Certain written and oral statements, other than purely historical information including estimates, projections, statements relating to NIKE's 
business plans, objectives and expected operating results, and the assumptions upon which those statements are based, made or incorporated by 
reference from time to time by NIKE or its representatives in this report, other reports, filings with the Securities and Exchange Commission, 
press releases, conferences, or otherwise, are "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act 
of 1995 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements include, without limitation, any statement that 
may predict, forecast, indicate, or imply future results, performance, or achievements, and may contain the words "believe," "anticipate," 
"expect," "estimate," "project," "will be," "will continue," "will likely result," or words or phrases of similar meaning. Forward-looking 
statements involve risks and uncertainties which may cause actual results to differ materially from the forward-looking statements. The risks 
and uncertainties are detailed from time to time in reports filed by NIKE with the S.E.C., including Forms 8-K, 10-Q, and 10-K, and include, 
among others, the following: international, national and local general economic and market conditions; the size and growth of the overall 
athletic footwear, apparel, and equipment markets; intense competition among designers, marketers, distributors and sellers of athletic 
footwear, apparel, and equipment for consumers and endorsers; demographic changes; changes in consumer preferences; popularity of 
particular designs, categories of products, and sports; seasonal and geographic demand for NIKE products; difficulties in anticipating or 
forecasting changes in consumer preferences, consumer demand for NIKE products, and the various market factors described above; 
difficulties in implementing, operating, and maintaining NIKE's increasingly complex information systems and controls, including, without 
limitation, the systems related to demand and supply planning, and inventory control; fluctuations and difficulty in forecasting operating 
results, including, without limitation, the fact that advance "futures" orders may not be indicative of future revenues due to the changing mix of 
futures and at- once orders; the ability of NIKE to sustain, manage or forecast its growth and inventories; the size, timing and mix of purchases 
of NIKE's products; new product development and introduction; the ability to secure and protect trademarks, patents, and other intellectual 



property performance and reliability of products; customer service; adverse publicity; the loss of significant customers or suppliers; dependence 
on distributors; business disruptions; increased costs of freight and transportation to meet delivery deadlines; changes in business strategy or 
development plans; general risks associated with doing business outside the United States, including, without limitation, exchange rate 
fluctuations, import duties, tariffs, quotas and political and economic instability; changes in government regulations; liability and other claims 
asserted against NIKE; the ability to attract and retain qualified personnel; and other factors referenced or incorporated by reference in this 
report and other reports.  

The risks included here are not exhaustive. Other sections of this report may include additional factors which could adversely affect NIKE's 
business and financial performance. Moreover, NIKE operates in a very competitive and rapidly changing environment. New risk factors 
emerge from time to time and it is not possible for management to predict all such risk factors, nor can it assess the impact of all such risk 
factors on NIKE's business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those 
contained in any forward-looking statements. Given these risks and uncertainties, investors should not place undue reliance on forward-looking 
statements as a prediction of actual results.  

Investors should also be aware that while NIKE does, from time to time, communicate with securities analysts, it is against NIKE's policy to 
disclose to them any material non-public information or other confidential commercial information. Accordingly, shareholders should not 
assume that NIKE agrees with any statement or report issued by any analyst irrespective of the content of the statement or report. Furthermore, 
NIKE has a policy against issuing or confirming financial forecasts or projections issued by others. Thus, to the extent that reports issued by 
securities analysts contain any projections, forecasts or opinions, such reports are not the responsibility of NIKE.  

Part II - Other Information  

.  

Item 1. Legal Proceedings:  

There have been no material changes from the information previously reported under Item 3 of the Company's Annual Report on Form 10-K 
for the fiscal year ended May 31, 2001.  

Item 6. Exhibits and Reports on Form 8-K:  

(a) EXHIBITS:  

  3.1  Restated Articles of Incorporation, as amend ed (incorporated by 
       reference from Exhibit 3.1 to the Company's Quarterly Report on Form 
       10-Q for the fiscal quarter ended August 31,  1995). 
 
  3.2  Third Restated Bylaws, as amended (incorpora ted by reference from 
       Exhibit 3.2 to the Company's Quarterly Repor t on Form 10-Q for the 
       fiscal quarter ended August 31, 1995). 
 
  4.1  Restated Articles of Incorporation, as amend ed (see Exhibit 3.1). 
 
  4.2  Third Restated Bylaws, as amended (see Exhib it 3.2). 
 
  4.3  Indenture between the Company and The First National Bank of Chicago, 
       as Trustee (incorporated by reference from E xhibit 4.01 to Amendment 
       No. 1 to Registration Statement No. 333-1595 3 filed by the Company on 
       November 26, 1996). 
 
 10.1  Credit Agreement dated as of November 17, 20 00 among NIKE, Inc., Bank 
       of America, N.A., individually and as Agent,  and the other banks party  
       thereto (incorporated by reference from Exhi bit 10.1 to the Company's 
       Quarterly Report on Form 10-Q for the fiscal  quarter ended November 
       30, 2000). 
 
 10.2  First Amendment to Credit Agreement dated as  of November 16, 2001 
       (see Exhibit 10.1). 
 
 10.3  Form of non-employee director Stock Option A greement (incorporated 
       by reference from Exhibit 10.2 to the Compan y's Quarterly Report on 
       Form 10-Q for the fiscal quarter ended Novem ber 30, 2000).* 
 
 10.4  Form of Indemnity Agreement entered into bet ween the Company and each 
       of its officers and directors (incorporated by reference from the 
       Company's definitive proxy statement filed i n connection with its 
       annual meeting of shareholders held on Septe mber 21, 1987). 
 
 10.5  NIKE, Inc. 1990 Stock Incentive Plan (incorp orated by reference from 
       the Company's definitive proxy statement fil ed in connection with its 
       annual meeting of shareholders held on Septe mber 18, 2000).* 
 



 

10.11 NIKE, Inc. Deferred Compensation Plan dated January 1, 2000 (incorporated by reference from Exhibit 10.10 to the Company's 
Quarterly Report on Form 10-Q for the fiscal quarter ended August 31, 2001).*  

12.1 Computation of Ratio of Earnings to Fixed Charges.  

* Management contract or compensatory plan or arrangement.  

(b) Reports on Form 8-K:  

No reports on Form 8-K were filed during the fiscal quarter ending February 28, 2002.  

SIGNATURES  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized.  

NIKE, Inc. An Oregon Corporation  

BY:/s/ Donald W. Blair  

Donald W. Blair Chief Financial Officer  

DATED: April 15, 2002  

 10.6  NIKE, Inc. Executive Performance Sharing Pla n (incorporated by 
       reference from the Company's definitive prox y statement filed in 
       connection with its annual meeting of shareh olders held on September 
       18, 2000).* 
 
 10.7  NIKE, Inc. Long-Term Incentive Plan (incorpo rated by reference from 
       the Company's definitive proxy statement fil ed in connection with its 
       annual meeting of shareholders held on Septe mber 22, 1997).* 
 
 10.8  Collateral Assignment Split-Dollar Agreement  between NIKE, Inc. and 
       Philip H. Knight dated March 10, 1994 (incor porated by reference from 
       Exhibit 10.7 to the Company's Annual Report on Form 10-K for the 
       fiscal year ended May 31, 1994).* 
 
 10.9  Covenant Not To Compete And Non-Disclosure A greement between NIKE, 
       Inc. and Thomas E. Clarke dated August 31, 1 994 (incorporated 
       by reference from Exhibit 10.8 to the Compan y's Quarterly Report on 
       Form 10-Q for the fiscal quarter ended Augus t 31, 2001).* 
 
10.10  Covenant Not To Compete And Non-Disclosure A greement between NIKE, 
       Inc. and Mark G. Parker dated October 6, 199 4 (incorporated 
       by reference from Exhibit 10.9 to the Compan y's Quarterly Report on 
       Form 10-Q for the fiscal quarter ended Augus t 31, 2001).* 



Exhibit 12.1  

NIKE, INC.  
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES  

 

(A) Interest expense includes both expensed and capitalized. (B) Interest component of leases includes one-third of rental expense, which 
approximates the interest component of operating leases.  
(C) Earnings before income taxes and fixed charges is exclusive of capitalized interest.  

 

End of Filing  
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                                         Nine Month s Ended 
                                             Februa ry 28, 
                                         __________ ________ 
 
                                        2002           2001 
                                        ____           ____ 
 
                                           (in mill ions) 
 
Net income                             $454.9         $427.0  
Income taxes                            242.3          240.2  
Cumulative effect of accounting change    5.0              -  
                                       ______         ______  
 
      Income before income taxes and 
        accounting change               702.2          667.2  
                                       ______          _____  
 
Add fixed charges 
      Interest expense (A)               37.4           53.0  
      Interest component of leases (B)   39.4           37.4  
                                       ______         ______  
 
Total fixed charges                      76.8           90.4  
                                       ______         ______  
 
Earnings before income taxes and 
      fixed charges (C)                $779.0         $750.7  
                                       ======         ======  
Ratio of earnings to total fixed 
      charges                           10.14           8.30  
                                       ======         ======  


