NIKE, INC. 
CONSOLIDATED STATEMENTS OF INCOME 
 

	
	
	
	
	
	
	
	
	
	
	
	

	 
	  
	Year Ended May 31,
	 

	
	  
	2008
	 
	 
	2007
	  
	2006
	 

	
	  
	(In millions, except per share data)
	 

	Revenues
	  
	$
	18,627.0
	 
	 
	$
	16,325.9
	  
	$
	14,954.9
	 

	Cost of sales
	  
	 
	10,239.6
	 
	 
	 
	9,165.4
	  
	 
	8,367.9
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Gross margin
	  
	 
	8,387.4
	 
	 
	 
	7,160.5
	  
	 
	6,587.0
	 

	Selling and administrative expense
	  
	 
	5,953.7
	 
	 
	 
	5,028.7
	  
	 
	4,477.8
	 

	Interest income, net (Notes 1, 6 and 7)
	  
	 
	77.1
	 
	 
	 
	67.2
	  
	 
	36.8
	 

	Other (expense) income, net (Notes 15 and 16)
	  
	 
	(7.9
	)
	 
	 
	0.9
	  
	 
	(4.4
	)

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Income before income taxes
	  
	 
	2,502.9
	 
	 
	 
	2,199.9
	  
	 
	2,141.6
	 

	Income taxes (Note 8)
	  
	 
	619.5
	 
	 
	 
	708.4
	  
	 
	749.6
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Net income
	  
	$
	1,883.4
	 
	 
	$
	1,491.5
	  
	$
	1,392.0
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Basic earnings per common share (Notes 1 and 11)
	  
	$
	3.80
	 
	 
	$
	2.96
	  
	$
	2.69
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Diluted earnings per common share (Notes 1 and 11)
	  
	$
	3.74
	 
	 
	$
	2.93
	  
	$
	2.64
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 

	Dividends declared per common share
	  
	$
	0.875
	 
	 
	$
	0.71
	  
	$
	0.59
	 

	
	  
	 
	 
	 
	 
	 
	 
	  
	 
	 
	 


The accompanying notes to consolidated financial statements are an integral part of this statement. 
NIKE, INC. 
CONSOLIDATED BALANCE SHEETS 
 

	
	
	
	
	
	
	

	 
	  
	May 31,

	 
	  
	2008
	  
	2007

	 
	  
	(In millions)

	ASSETS

	Current assets:
	  
	
	
	  
	
	

	Cash and equivalents
	  
	$
	2,133.9
	  
	$
	1,856.7

	Short-term investments
	  
	 
	642.2
	  
	 
	990.3

	Accounts receivable, net
	  
	 
	2,795.3
	  
	 
	2,494.7

	Inventories (Note 2)
	  
	 
	2,438.4
	  
	 
	2,121.9

	Deferred income taxes (Note 8)
	  
	 
	227.2
	  
	 
	219.7

	Prepaid expenses and other current assets
	  
	 
	602.3
	  
	 
	393.2

	
	  
	 
	 
	  
	 
	 

	Total current assets
	  
	 
	8,839.3
	  
	 
	8,076.5

	
	  
	 
	 
	  
	 
	 

	Property, plant and equipment, net (Note 3)
	  
	 
	1,891.1
	  
	 
	1,678.3

	Identifiable intangible assets, net (Note 4)
	  
	 
	743.1
	  
	 
	409.9

	Goodwill (Note 4)
	  
	 
	448.8
	  
	 
	130.8

	Deferred income taxes and other assets (Note 8)
	  
	 
	520.4
	  
	 
	392.8

	
	  
	 
	 
	  
	 
	 

	Total assets
	  
	$
	12,442.7
	  
	$
	10,688.3

	
	  
	 
	 
	  
	 
	 

	LIABILITIES AND SHAREHOLDERS’ EQUITY

	Current liabilities:
	  
	
	
	  
	
	

	Current portion of long-term debt (Note 7)
	  
	$
	6.3
	  
	$
	30.5

	Notes payable (Note 6)
	  
	 
	177.7
	  
	 
	100.8

	Accounts payable (Note 6)
	  
	 
	1,287.6
	  
	 
	1,040.3

	Accrued liabilities (Notes 5 and 16)
	  
	 
	1,761.9
	  
	 
	1,303.4

	Income taxes payable
	  
	 
	88.0
	  
	 
	109.0

	
	  
	 
	 
	  
	 
	 

	Total current liabilities
	  
	 
	3,321.5
	  
	 
	2,584.0

	
	  
	 
	 
	  
	 
	 

	Long-term debt (Note 7)
	  
	 
	441.1
	  
	 
	409.9

	Deferred income taxes and other liabilities (Note 8)
	  
	 
	854.5
	  
	 
	668.7

	Commitments and contingencies (Notes 14 and 16)
	  
	 
	—
	  
	 
	—

	Redeemable Preferred Stock (Note 9)
	  
	 
	0.3
	  
	 
	0.3

	Shareholders’ equity:
	  
	
	
	  
	
	

	Common stock at stated value (Note 10):
	  
	
	
	  
	
	

	Class A convertible — 96.8 and 117.6 shares outstanding
	  
	 
	0.1
	  
	 
	0.1

	Class B — 394.3 and 384.1 shares outstanding
	  
	 
	2.7
	  
	 
	2.7

	Capital in excess of stated value
	  
	 
	2,497.8
	  
	 
	1,960.0

	Accumulated other comprehensive income (Note 13)
	  
	 
	251.4
	  
	 
	177.4

	Retained earnings
	  
	 
	5,073.3
	  
	 
	4,885.2

	
	  
	 
	 
	  
	 
	 

	Total shareholders’ equity
	  
	 
	7,825.3
	  
	 
	7,025.4

	
	  
	 
	 
	  
	 
	 

	Total liabilities and shareholders’ equity
	  
	$
	12,442.7
	  
	$
	10,688.3

	
	  
	 
	 
	  
	 
	 


The accompanying notes to consolidated financial statements are an integral part of this statement. 
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NIKE, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
 

	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	  
	Year Ended May 31,
	 

	 
	  
	2008
	 
	 
	2007
	 
	 
	2006
	 

	 
	  
	(In millions)
	 

	Cash provided (used) by operations:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Net income
	  
	$
	1,883.4
	 
	 
	$
	1,491.5
	 
	 
	$
	1,392.0
	 

	Income charges not affecting cash:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Depreciation
	  
	 
	303.6
	 
	 
	 
	269.7
	 
	 
	 
	282.0
	 

	Deferred income taxes
	  
	 
	(300.6
	)
	 
	 
	34.1
	 
	 
	 
	(26.0
	)

	Stock-based compensation (Notes 1 and 10)
	  
	 
	141.0
	 
	 
	 
	147.7
	 
	 
	 
	11.8
	 

	Gain on divestitures (Note 15)
	  
	 
	(60.6
	)
	 
	 
	—
	 
	 
	 
	—
	 

	Amortization and other
	  
	 
	17.9
	 
	 
	 
	0.5
	 
	 
	 
	(2.9
	)

	Income tax benefit from exercise of stock options
	  
	 
	—
	 
	 
	 
	—
	 
	 
	 
	54.2
	 

	Changes in certain working capital components and other assets and liabilities excluding the impact of acquisition and divestitures:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Increase in accounts receivable
	  
	 
	(118.3
	)
	 
	 
	(39.6
	)
	 
	 
	(85.1
	)

	Increase in inventories
	  
	 
	(249.8
	)
	 
	 
	(49.5
	)
	 
	 
	(200.3
	)

	Increase in prepaid expenses and other current assets
	  
	 
	(11.2
	)
	 
	 
	(60.8
	)
	 
	 
	(37.2
	)

	Increase in accounts payable, accrued liabilities and income taxes payable
	  
	 
	330.9
	 
	 
	 
	85.1
	 
	 
	 
	279.4
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash provided by operations
	  
	 
	1,936.3
	 
	 
	 
	1,878.7
	 
	 
	 
	1,667.9
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash provided (used) by investing activities:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Purchases of short-term investments
	  
	 
	(1,865.6
	)
	 
	 
	(2,133.8
	)
	 
	 
	(2,619.7
	)

	Maturities of short-term investments
	  
	 
	2,246.0
	 
	 
	 
	2,516.2
	 
	 
	 
	1,709.8
	 

	Additions to property, plant and equipment
	  
	 
	(449.2
	)
	 
	 
	(313.5
	)
	 
	 
	(333.7
	)

	Disposals of property, plant and equipment
	  
	 
	1.9
	 
	 
	 
	28.3
	 
	 
	 
	1.6
	 

	Increase in other assets, net of other liabilities
	  
	 
	(21.8
	)
	 
	 
	(4.3
	)
	 
	 
	(34.6
	)

	Acquisition of subsidiary, net of cash acquired (Note 15)
	  
	 
	(571.1
	)
	 
	 
	—
	 
	 
	 
	—
	 

	Proceeds from divestitures (Note 15)
	  
	 
	246.0
	 
	 
	 
	—
	 
	 
	 
	—
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash (used) provided by investing activities
	  
	 
	(413.8
	)
	 
	 
	92.9
	 
	 
	 
	(1,276.6
	)

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash provided (used) by financing activities:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Proceeds from issuance of long-term debt
	  
	 
	—
	 
	 
	 
	41.8
	 
	 
	 
	—
	 

	Reductions in long-term debt, including current portion
	  
	 
	(35.2
	)
	 
	 
	(255.7
	)
	 
	 
	(6.0
	)

	Increase (decrease) in notes payable
	  
	 
	63.7
	 
	 
	 
	52.6
	 
	 
	 
	(18.2
	)

	Proceeds from exercise of stock options and other stock issuances
	  
	 
	343.3
	 
	 
	 
	322.9
	 
	 
	 
	225.3
	 

	Excess tax benefits from share-based payment arrangements
	  
	 
	63.0
	 
	 
	 
	55.8
	 
	 
	 
	—
	 

	Repurchase of common stock
	  
	 
	(1,248.0
	)
	 
	 
	(985.2
	)
	 
	 
	(761.1
	)

	Dividends — common and preferred
	  
	 
	(412.9
	)
	 
	 
	(343.7
	)
	 
	 
	(290.9
	)

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash used by financing activities
	  
	 
	(1,226.1
	)
	 
	 
	(1,111.5
	)
	 
	 
	(850.9
	)

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Effect of exchange rate changes
	  
	 
	(19.2
	)
	 
	 
	42.4
	 
	 
	 
	25.7
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net increase (decrease) in cash and equivalents
	  
	 
	277.2
	 
	 
	 
	902.5
	 
	 
	 
	(433.9
	)

	Cash and equivalents, beginning of year
	  
	 
	1,856.7
	 
	 
	 
	954.2
	 
	 
	 
	1,388.1
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash and equivalents, end of year
	  
	$
	2,133.9
	 
	 
	$
	1,856.7
	 
	 
	$
	954.2
	 

	
	  
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Supplemental disclosure of cash flow information:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Cash paid during the year for:
	  
	
	
	
	 
	
	
	
	 
	
	
	

	Interest, net of capitalized interest
	  
	$
	44.1
	 
	 
	$
	60.0
	 
	 
	$
	54.2
	 

	Income taxes
	  
	 
	717.5
	 
	 
	 
	601.1
	 
	 
	 
	752.6
	 

	Dividends declared and not paid
	  
	 
	112.9
	 
	 
	 
	92.9
	 
	 
	 
	79.4
	 


The accompanying notes to consolidated financial statements are an integral part of this statement. 
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NIKE, INC. 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 
 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 
	 
	Common Stock
	 
	Capital in
Excess of
Stated
Value
	 
	 
	Accumulated
Other
Comprehensive
Income (Loss)
	 
	 
	Retained
Earnings
	 
	 
	Total
	 

	 
	 
	Class A
	 
	Class B
	 
	
	
	 
	
	
	 
	
	
	 
	
	

	 
	 
	Shares
	 
	 
	Amount
	 
	Shares
	 
	 
	Amount
	 
	
	
	 
	
	
	 
	
	
	 
	
	

	 
	 
	(In millions, except per share data)
	 

	Balance at May 31, 2005
	 
	143.8
	 
	 
	$
	0.1
	 
	378.4
	 
	 
	$
	2.7
	 
	$
	1,171.5
	 
	 
	$
	73.4
	 
	 
	$
	4,396.5
	 
	 
	$
	5,644.2
	 

	Stock options exercised
	 
	
	
	 
	
	
	 
	8.0
	 
	 
	
	
	 
	 
	253.7
	 
	 
	
	
	
	 
	
	
	
	 
	 
	253.7
	 

	Conversion to Class B Common Stock
	 
	(16.0
	)
	 
	
	
	 
	16.0
	 
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	—
	 

	Repurchase of Class B Common Stock
	 
	
	
	 
	
	
	 
	(19.0
	)
	 
	
	
	 
	 
	(11.3
	)
	 
	
	
	
	 
	 
	(769.9
	)
	 
	 
	(781.2
	)

	Dividends on Common stock ($0.59 per share)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	(304.9
	)
	 
	 
	(304.9
	)

	Issuance of shares to employees
	 
	
	
	 
	
	
	 
	1.0
	 
	 
	
	
	 
	 
	26.9
	 
	 
	
	
	
	 
	
	
	
	 
	 
	26.9
	 

	Stock-based compensation (Note 10):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	 
	11.8
	 
	 
	
	
	
	 
	
	
	
	 
	 
	11.8
	 

	Forfeiture of shares from employees
	 
	
	
	 
	
	
	 
	(0.2
	)
	 
	
	
	 
	 
	(5.3
	)
	 
	
	
	
	 
	 
	(0.3
	)
	 
	 
	(5.6
	)

	Comprehensive income (Note 13):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Net income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	1,392.0
	 
	 
	 
	1,392.0
	 

	Other comprehensive income:
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Foreign currency translation and other (net of tax benefit of $19.7)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	87.1
	 
	 
	
	
	
	 
	 
	87.1
	 

	Net loss on cash flow hedges (net of tax benefit of $2.8)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(5.6
	)
	 
	
	
	
	 
	 
	(5.6
	)

	Reclassification to net income of previously deferred gains related to hedge derivatives (net of tax expense of $15.3)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(33.2
	)
	 
	
	
	
	 
	 
	(33.2
	)

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Comprehensive income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	48.3
	 
	 
	 
	1,392.0
	 
	 
	 
	1,440.3
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Balance at May 31, 2006
	 
	127.8
	 
	 
	$
	0.1
	 
	384.2
	 
	 
	$
	2.7
	 
	$
	1,447.3
	 
	 
	$
	121.7
	 
	 
	$
	4,713.4
	 
	 
	$
	6,285.2
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Stock options exercised
	 
	
	
	 
	
	
	 
	10.7
	 
	 
	
	
	 
	 
	349.7
	 
	 
	
	
	
	 
	
	
	
	 
	 
	349.7
	 

	Conversion to Class B Common Stock
	 
	(10.2
	)
	 
	
	
	 
	10.2
	 
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	—
	 

	Repurchase of Class B Common Stock
	 
	
	
	 
	
	
	 
	(22.1
	)
	 
	
	
	 
	 
	(13.2
	)
	 
	
	
	
	 
	 
	(962.0
	)
	 
	 
	(975.2
	)

	Dividends on Common stock ($0.71 per share)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	(357.2
	)
	 
	 
	(357.2
	)

	Issuance of shares to employees
	 
	
	
	 
	
	
	 
	1.2
	 
	 
	
	
	 
	 
	30.1
	 
	 
	
	
	
	 
	
	
	
	 
	 
	30.1
	 

	Stock-based compensation (Note 10):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	 
	147.7
	 
	 
	
	
	
	 
	
	
	
	 
	 
	147.7
	 

	Forfeiture of shares from employees
	 
	
	
	 
	
	
	 
	(0.1
	)
	 
	
	
	 
	 
	(1.6
	)
	 
	
	
	
	 
	 
	(0.5
	)
	 
	 
	(2.1
	)

	Comprehensive income (Note 13):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Net income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	1,491.5
	 
	 
	 
	1,491.5
	 

	Other comprehensive income:
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Foreign currency translation and other (net of tax expense of $5.4)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	84.6
	 
	 
	
	
	
	 
	 
	84.6
	 

	Net loss on cash flow hedges (net of tax benefit of $9.5)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(38.1
	)
	 
	
	
	
	 
	 
	(38.1
	)

	Reclassification to net income of previously deferred losses related to hedge derivatives (net of tax benefit of $3.6)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	21.4
	 
	 
	
	
	
	 
	 
	21.4
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Comprehensive income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	67.9
	 
	 
	 
	1,491.5
	 
	 
	 
	1,559.4
	 

	Adoption of FAS 158 (net of tax benefit of $5.4) (Note 12):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(12.2
	)
	 
	
	
	
	 
	 
	(12.2
	)

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Balance at May 31, 2007
	 
	117.6
	 
	 
	$
	0.1
	 
	384.1
	 
	 
	$
	2.7
	 
	$
	1,960.0
	 
	 
	$
	177.4
	 
	 
	$
	4,885.2
	 
	 
	$
	7,025.4
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Stock options exercised
	 
	
	
	 
	
	
	 
	9.1
	 
	 
	
	
	 
	 
	372.2
	 
	 
	
	
	
	 
	
	
	
	 
	 
	372.2
	 

	Conversion to Class B Common Stock
	 
	(20.8
	)
	 
	
	
	 
	20.8
	 
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	—
	 

	Repurchase of Class B Common Stock
	 
	
	
	 
	
	
	 
	(20.6
	)
	 
	
	
	 
	 
	(12.3
	)
	 
	
	
	
	 
	 
	(1,235.7
	)
	 
	 
	(1,248.0
	)

	Dividends on Common stock ($0.875 per share)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	(432.8
	)
	 
	 
	(432.8
	)

	Issuance of shares to employees
	 
	
	
	 
	
	
	 
	1.0
	 
	 
	
	
	 
	 
	39.2
	 
	 
	
	
	
	 
	
	
	
	 
	 
	39.2
	 

	Stock-based compensation (Notes 1 and 10):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	 
	141.0
	 
	 
	
	
	
	 
	
	
	
	 
	 
	141.0
	 

	Forfeiture of shares from employees
	 
	
	
	 
	
	
	 
	(0.1
	)
	 
	
	
	 
	 
	(2.3
	)
	 
	
	
	
	 
	 
	(1.1
	)
	 
	 
	(3.4
	)

	Comprehensive income (Note 13):
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Net income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	1,883.4
	 
	 
	 
	1,883.4
	 

	Other comprehensive income:
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	
	 
	
	
	

	Foreign currency translation and other (net of tax expense of $101.6)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	211.9
	 
	 
	
	
	
	 
	 
	211.9
	 

	Realized foreign currency translation gain due to divestiture (Note 15)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(46.3
	)
	 
	
	
	
	 
	 
	(46.3
	)

	Net loss on cash flow hedges (net of tax benefit of $67.7)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(175.8
	)
	 
	
	
	
	 
	 
	(175.8
	)

	Net loss on net investment hedges (net of tax benefit of $25.1)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	(43.5
	)
	 
	
	
	
	 
	 
	(43.5
	)

	Reclassification to net income of previously deferred losses related to hedge derivatives (net of tax benefit of $49.6)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	127.7
	 
	 
	
	
	
	 
	 
	127.7
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Comprehensive income
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	 
	74.0
	 
	 
	 
	1,883.4
	 
	 
	 
	1,957.4
	 

	Adoption of FIN 48 (Notes 1 and 8)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	(15.6
	)
	 
	 
	(15.6
	)

	Adoption of EITF 06-2 Sabbaticals (net of tax benefit of $6.2) (Note 1)
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	 
	
	
	
	 
	
	
	
	 
	 
	(10.1
	)
	 
	 
	(10.1
	)

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Balance at May 31, 2008
	 
	96.8
	 
	 
	$
	0.1
	 
	394.3
	 
	 
	$
	2.7
	 
	$
	2,497.8
	 
	 
	$
	251.4
	 
	 
	$
	5,073.3
	 
	 
	$
	7,825.3
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


The accompanying notes to consolidated financial statements are an integral part of this statement. 
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NIKE, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Note 1 — Summary of Significant Accounting Policies 
Basis of Consolidation 
The consolidated financial statements include the accounts of NIKE, Inc. and its subsidiaries (the “Company”). All significant intercompany transactions and balances have been eliminated. 
Stock Split 
On February 15, 2007 the Board of Directors declared a two-for-one stock split of the Company’s Class A and Class B common shares, which was effected in the form of a 100% common stock dividend distributed on April 2, 2007. All references to share and per share amounts in the consolidated financial statements and accompanying notes to the consolidated financial statements have been retroactively restated to reflect the two-for-one stock split. 
Recognition of Revenues 
Wholesale revenues are recognized when the risks and rewards of ownership have passed to the customer, based on the terms of sale. This occurs upon shipment or upon receipt by the customer depending on the country of the sale and the agreement with the customer. Retail store revenues are recorded at the time of sale. Provisions for sales discounts, returns and miscellaneous claims from customers are made at the time of sale. 
Shipping and Handling Costs 
Shipping and handling costs are expensed as incurred and included in cost of sales. 
Advertising and Promotion 
Advertising production costs are expensed the first time the advertisement is run. Media (TV and print) placement costs are expensed in the month the advertising appears. 
A significant amount of the Company’s promotional expenses result from payments under endorsement contracts. Accounting for endorsement payments is based upon specific contract provisions. Generally, endorsement payments are expensed on a straight-line basis over the term of the contract after giving recognition to periodic performance compliance provisions of the contracts. Prepayments made under contracts are included in prepaid expenses or other assets depending on the period to which the prepayment applies. 
Through cooperative advertising programs, the Company reimburses its retail customers for certain of their costs of advertising the Company’s products. The Company records these costs in selling and administrative expense at the point in time when it is obligated to its customers for the costs, which is when the related revenues are recognized. This obligation may arise prior to the related advertisement being run. 
Total advertising and promotion expenses were $2,308.3 million, $1,912.4 million, and $1,740.2 million for the years ended May 31, 2008, 2007 and 2006, respectively. Prepaid advertising and promotion expenses recorded in prepaid expenses and other assets totaled $266.7 million and $253.0 million at May 31, 2008 and 2007, respectively. 
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