


JUST LIKE ATRUE ATHLETE
ALWAYS STRIVES FOR
MORE, OUR SUSTAINABILITY
EFFORTS ARE NEVER DONE.

As a global player we bear a responsibility to
create in the right way, a responsible way, at our
own sites as well as across our entire supply
chain. Empowering workers and promoting fair,
safe and healthy conditions in our suppliers’
factories is as crucial to real positive change

as is creating sustainable materials for the
environmental benefit. We continuously strive
to further improve our environmental footprint
while creating the best for the athlete. We believe
that we are stronger together, which is why we
will continue to enable open collaborations to
exchange knowledge and expertise with our
partners, stakeholders and other companies.
We have been in this game for a long time and
sustainability has long entered the main stage
across all business areas of our Group, yet,

we will never stop learning and improving.
Just like a true athlete.

And this is how we create responsibly.

Welcome to our

SUSTAINABILITY PROGRESS
REPORT FOR 2015.
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ABOUT

OUR
SUC-

CESS

We are proud that our sustainability
programme has continuously earned
high external recognition over the
past decades. Ethical investment
agencies and socially responsible
investment (SRI) analysts such as the
Dow Jones Sustainability Index, the
Financial Times Index FTSE4Good
and ETHIBEL have rated us positively
in terms of social and environmental
responsibility. Furthermore, we have
been named one of the ‘Global 100
Most Sustainable Corporations in the
World’ every year since 2005 and made
it to the top ten of the ‘Global 100 Index’
for the third consecutive time in Jan-
uary 2016. The positive assessments
underscore our industry-leading role
in sustainability and acknowledge
our social, environmental and ethical
engagement. Most importantly, they
encourage us to continue and intensify
the activities that are addressed to im-
prove our sustainability performance.

For more information about our track
record of awards and recognition in
sustainability, please go to our

ABOUT

RE -
PORT

THIS

We have a strong legacy in sustainabili-
ty reporting. For 16 years we have pub-
lished an annual sustainability report
detailing our progress made in the pre-
vious year. It focuses on issues most
relevant to our business and stake-
holders and shows how we address the
material challenges we face. We strive
to report in the most accurate, clear
and reliable way possible.

To complement the report, we continu-
ously publish information about areas
of our work in sustainability through-
out the year. Please go to our website,
our news archive or our blog for further
information.



http://www.adidas-group.com/en/sustainability/managing-sustainability/awards-recognition/
http://www.adidas-group.com/en/sustainability/managing-sustainability/general-approach/
http://www.adidas-group.com/en/media/news-archive/#/filter/&category=sustainability-news/
http://blog.adidas-group.com/category/sustainability-aspects/

» SPC
HAS

THE POWER

1O
CHANGE
LIVES. «

This powerful statement is the guiding principle of the
adidas Group's new strategic business plan ‘Creating the
New’, and it has never been more relevant than it is today.
In 2015, we saw the positive power of sport on both a large
and small scale: 80,000 English football fans sang the
French national anthem ‘La Marseillaise’ in memory of the
Paris terror attack victims. New Zealand Rugby World Cup
winner Sonny Bill Williams from the magnificent All Blacks
gave his World Cup medal to a young fan who had been
knocked to the ground by a security guard. And thousands
of our employees took part in adidas Fund activities, helped
in their neighbourhood or engaged in voluntary refugee
work. These are just a few impressive examples of how we
can create social change through sport, which we can all
be proud of.

O
o




| am also proud of our Group’s achievements in its
sustainability efforts in 2015. While you will get all the
details in this report, | want to share with you my personal
TOP 3 highlights:

DRIVING INNOVATION IN PRODUCT CREATION:

We took our ambition to create in an innovative way and

use more sustainable materials to the next level in 2015.

Our partnership with Parley for the Oceans, a thought
leader in ocean conservation and eco innovation that
raises awareness with the aim of ending the destruction

of the oceans, has already yielded initial tangible results.

We presented the world’s first shoe made of yarns and
filaments reclaimed and recycled from ocean waste and
a 3D-printed Ocean Plastic shoe midsole. In addition, we
managed to raise awareness about the state of the oceans
and the need for the industry to start taking action at a
UN climate change event in New York, on the occasion of
COP 21 talks in Paris, as well as among our own employees.

MAKING OUR SUPPLY CHAIN GREENER

AND FIGHTING CLIMATE CHANGE:

| am pleased to see that our years of efforts to reduce our
environmental impact have not gone unnoticed. In 2015, we
ranked first in our industry in the Corporate Information
Transparency Index (CITI), which is great recognition for the
environmental performance of our supply chain in China. At
the same time, we did not hesitate to accept when we were
invited to join the UN Climate Neutral Now initiative. This
helps us to promote a wider understanding of the need and
opportunities for society to be climate neutral and ensures
that we will continue to fulfil our responsibility to lead the
way when it comes to climate change.

ADVANCING OUR HUMAN RIGHTS WORK:

We want to know and publicly show that we are able to
manage risks by identifying, preventing and, where
necessary, mitigating the human rights impact of our
own operations and those of our supply chain partners.
You will read about our initiatives for implementing and
strengthening our human rights approach in this report
in great detail, but allow me to highlight a significant
step in 2015: when we became the first company in our
industry to publish a record of the third party complaints
received in the past year related to labour or human rights
violations.

2015 also saw the Kkick-off of our new business
strategy ‘Creating the New'. Guided by the strategy's
principle - through sport we have the power to change
lives - it sets out ambitious plans to grow our business in
the period up until 2020. While capitalising on the strength
of our brands, we remain committed to continuing to
meet our values and society’s evolving expectations of
business practices. These include our responsibilities
towards our employees, the people who make our
products, the environment and the communities where
we operate. Therefore, we are very proud to present the
new Sustainability Strategy of the adidas Group to you in
this report: ‘Sport needs a space’. Our new Sustainability
Strategy is a direct outcome of the new business plan,
aligning it more closely with our Group’'s core business
objectives.

So what is this new strategy all about? While | do not want
to go too much into detail here and will leave it up to you to
explore it fully on the following pages, | can tell you that the
new framework is an expansion of our existing scope while
defining clear strategic priorities that are most material to
our business: it is about the spaces of sport. It is a matter of
fact that sport’s spaces are not always a given or are at risk.
We aim to protect these spaces that have a direct link to our
sports business - be it spaces where sport is made, sold
or played. In short, spaces of sport are endangered and we
want to be their guardians.

If we succeed in bringing all this together - our Sustaina-
bility Strategy, our growth dynamic and our sports-inspired
corporate culture - there is a good chance that 2016 will be
an extraordinarily successful year for the adidas Group. But
| can already promise you now: we will never rest on our
laurels. Just like a true athlete always strives for more, our
sustainability efforts are never done. Please join us in using
the positive power of sport to change lives for the better.

Enjoy reading.

Yours truly,

HERBERT HAINER
adidas Group CEO
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WE CREATE RESPONSIBLY.

A bold statement like this needs to be backed up by strong ac-
tions; and be supported by a comprehensive and holistic frame-
work of initiatives and programmes that meet our own values
as well as society’s evolving expectations of business practices.

We are proud of our long track record in sustainability and
our good external recognition as one of the most sustainable
companies worldwide. Yet, we know there is always room for
improvement. For this reason we have extended the scope of
our sustainable work and have pushed the limits of our own
ambitions further than ever before. We set out to create an
enhanced Sustainability Strategy that answers to our existing
programmes, subjects that are most material to our business
as well as the challenges ahead. It seamlessly supports our
overall business goals and is directly linked to our core DNA
as a global sport company. All of this comes to life in our new
Sustainability Strategy ‘Sport needs a space’, our roadmap
towards 2020 and beyond.

Over the last years we have seen an increased level of busi-
ness integration across the entire adidas Group. ‘Sport needs
a space’ is seamlessly connected to our new business strat-
egy Creating the new’ and further ensures the important
alignment of our sustainability work with our overall business
goals. While it answers to our responsibility towards our em-
ployees, the people who make our products, the environment
and the communities we operate in, it also follows the ambi-
tious plan to grow the business even further.

Equally important, it mirrors our undeniable connection to sport
and our DNA, in a way our sustainability strategy never did be-
fore. We wanted to ensure that our overall strategic efforts in
sustainability transfer into tangible and realistic goals that have
a direct positive impact on the world of sport we operate in,
which is why we went directly to one of our key stakeholders, our
consumers. We asked them about the importance of sport and
the effect it has on their lives. The results clearly show that the
creator generation sees sport as an essential part of their life as
well as a way to be happy, connect with others across all bound-
aries, increase their confidence and learn important values for
life off the pitch. The vast majority, an impressive 92%, even says
that sport has a positive impact on the overall society.

These findings support our belief that through sport we have
the power to change lives. At the same time, however, sport
needs a space to exist. It needs a field, a pitch or a court, an
ocean to surf, a mountain to climb, a path to explore. In short:
sport needs a space that allows us to compete, achieve our
individual greatness and increase our happiness. It needs a
space to change lives. And this is where our sustainable work
and the spaces of sport collide.

Industrial pollution and its effects on the environment and the
planet’s climate, the violation of human rights such as forced
labour practices or discrimination, the consequences of the

increasing urbanisation as well as our ever-growing population
are only a few examples of direct threats to our world, our envi-
ronment and the spaces of sport.

Based on our love of sport and our responsibility as a global-
ly operating company, we want to take action and ensure that
sport remains an endless source of happiness. We want to be
the guardians of these spaces, which is what our new Sustaina-
bility Strategy is directly based upon.

Aptly titled ‘Sport needs a space’, the strategy expands our pre-
vious scope by clearly following the entire lifecycle of sport
from the spaces where sport is made (this refers to all plac-
es where our products are created, designed, manufactured or
shipped), sold (includes our own retail, wholesale and ecom-
merce) and played (from the indoor court to the outdoor pitch
and everything in between all over the world) addressing chal-
lenges and issues across our entire supply chain and including
all people involved along the way.

But how do we turn the realities of this lifecycle, these spac-
es of sport, into tangible and measurable goals and a holistic
strategy? We believe that when we talk about sustainability, we
are really talking about two things: our products, which includes
materials, technologies, the manufacturing process, shop fit-
tings and infrastructure, and people, for example our own
employees as much as our factory workers, fans and athletes.
If we want to seriously tackle the challenges that endanger the
spaces of sport and our planet, we have to define strategic pri-
orities that provide crosscutting directions for any initiative
driven in the fields where sport is made, sold and played.

With this in mind, we created six strategic priorities within the
product and people areas as part of our new strategy:

PRODUCT PEOPLE

These six key priorities will shape our road towards 2020 and
beyond. For more details, please go to the next page.

We believe that ‘Sport needs a space’ is our most holistic Sus-
tainability Strategy to date, one that is created and operation-
alised through excellent cross-functional collaboration. It is
the combination of our best ambitions, a strong track record
in sustainability and the belief that through sport we have the
power to change lives.

Above all, ‘Sport needs a space’ is our approach to create re-
sponsibly across the entire lifecycle of sport with tangible and
measurable goals to ensure that sport remains the source of
happiness for all people.
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http://www.adidas-group.com/en/sustainability/partnerships/partnership-approach/
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WETAKE  RESPONSIBILITY
FOR THE  ENTIRE LIFECYCLE
FROM THE SPACES OF SPORT:

WHERE SPORT IS MADE,
SOLD AND PLAYED



'PRODUCT

Water is essential for life. It is also a key resource for
our industry. In order to tackle the ever-growing issue of
water scarcity and achieve water stewardship’, we have
developed an approach addressing water efficiency,
quality and accessibility.

WHY IT MATTERS TO SOCIETY:
For life on planet to exist and survive, it needs clean water.
Yet, its supply is finite. If the current rate of growth con-
tinues, the demand for sustainable, reliable water in 2030
will be 40% higher than the estimated supply.?2
WHY IT MATTERS TO THE ADIDAS GROUP:
Water is a key resource for material and specifically tex-
tile production. Textile treatment and dyeing processes
consume significant volumes of fresh water and gener-
ate wastewater that requires proper treatment and dis-
charge. Overall, 20% of freshwater pollution in the entire
industry is caused by textile treatment and dyeing.® Our
own footwear and apparel business also relies heavily
on these processes. The risks we face as a business are
associated with the decreasing choice of production loca-
tions, increasing production costs due to water shortage
as well as potential suppliers’ non-compliance with legal
standards. Hence, tackling the water issue will allow us to
actively create positive change in our supply chain and the
communities we operate in.
WHAT WE HAVE ACHIEVED SO FAR:
State-of-the-art supply chain facing programmes and in-
novative dyeing techniques such as DryDye are in place.
Our Green Company initiative has led to substantial water
savings per employee at our own sites. However, we know
that systemic change of water usage requires ongoing
innovation and stakeholder collaboration.
OUR WAY FORWARD:

By 2020, we will achieve
— 20% water savings at our strategic suppliers*
— 50% water savings at our apparel material suppliers?®
— 35% water savings per employee at our own sites®

Additionally, we will:

— Further expand the use of waterless technologies for
our products.

— Continue to develop programmes focused on providing
access to clean water in the communities we operate in.

We create the best for the athlete, while optimising our
environmental impact. We are committed to steadily
increasing the use of more sustainable materials in our
production, products and stores. At the same time, we
are driving towards closed-loop solutions.

WHY IT MATTERS TO SOCIETY:
Waste from non-renewable resources, hazardous chem-
icals contaminating the water supply, and conventionally
grown cotton are just a few examples of the severe en-
vironmental impacts deriving from material processing.
WHY IT MATTERS TO THE ADIDAS GROUP:
As the availability of non-renewable resources constantly
declines, resulting in increasing material costs, we must
search for alternative solutions now. This means that we
need to replace the non-renewable materials we use, like
synthetic fibres such as polyester, but also cotton and var-
ious blends. Likewise, our products require man-made
chemistry with unique criteria to meet our high-perfor-
mance functional and quality standards. We address the
global waste challenge and resource shortages by active-
ly driving material innovations and closed loop solutions
that will reduce our environmental footprint.
WHAT WE HAVE ACHIEVED SO FAR:
The number of environmentally preferred materials we
already use is constantly increasing. As an example,
43% of the cotton we sourced globally in 2015 was Better
Cotton. In addition, after successfully phasing out all long-
chain fluorinated chemicals in 2014, we made major pro-
gress on our path to phase out PFCs in 2015.
OUR WAY FORWARD:
By 2020, we will achieve
— 20% waste reduction at our strategic suppliers*
— 50% waste diversion for owned operations to minimise
landfill?
— 75% paper reduction per employee at our own sites®
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Additionally, we are working on:

— Replacing conventional cotton, with the aim of achiev-
ing 100% sustainable cotton by 2018.

— Phasing out the use of virgin plastic, starting with:

- Eliminating plastic bags in our stores.

- Increasing the use of recycled polyester in our
products.

- Creating a completely new supply chain for Ocean Plas-
tic together with our partner Parley for the Oceans.
This means that we are investing in resources to divert
plastic waste from coastal communities back into the
production cycle and turning it into products.

— Increasing the use of sustainable designs and materi-
als in our stores.

— Rolling out a global product take-back programme to
all of our key cities and markets. Building on existing
take-back pilots such as the one in Brazil, we will con-
tinuously expand this programme.

— Investing in materials, processes and innovative ma-
chinery which will allow us to upcycle materials into
products and reduce waste. Ongoing examples include:
- Sport Infinity, a research project funded by the Euro-

pean Commission which focuses on sporting goods
that can be fully recycled. The project aims to identify
and develop innovative recyclable materials which will
enable the production of easily customisable sporting
goods.

- Futurecraft Tailored Fibre, a new sewing technique
which allows new materials such as gillnets to be
combined for use in footwear. Thanks to its efficiency,
this process allows a significantamount of waste from
the traditional shoemaking process to be eradicated.

— Achieving 100% sustainable input chemistry by adopt-
ing the ZDHC MRSLS®; phasing out hazardous chem-
icals; providing our strategic suppliers with a list of
positive chemistry (the bluesign® bluefinder).

Energy is the fuel of the body. The responsible use of en-
ergy is also critical for our planet to survive. In order
to mitigate climate change, we are committed to reduc-
ing our absolute energy consumption and CO; emissions,
transitioning to clean energy, and looking into energy
harvesting opportunities.

PRODUCT

WHY IT MATTERS TO SOCIETY:
The responsible use of energy plays a key role in order to
tackle the impacts climate change has on our society and
the environment.
WHY IT MATTERS TO THE ADIDAS GROUP:
Climate change caused by the extensive use of fossil
energy will have an impact on living conditions in key mar-
kets and production regions. Unless tackled, these devel-
opments will have adverse consequences for our over-
all business development. Risks we face include limited
availability of natural raw materials such as cotton as a
result of droughts as well as supply chain disruptions due
to flooding and fires. Our major focus is on tackling the
environmental impact that occurs along our supply chain,
which is why we pay close attention to our manufacturing
processes. At the same time, we are systematically im-
proving the environmental footprint at our own sites.
WHAT WE HAVE ACHIEVED SO FAR:
Our Green Company initiative has led to reductions in
energy consumption and carbon emissions at our own sites.
Based on the initiative’s success, we set ambitious targets
with our 2020 Green Company programme that now ex-
tends to our own retail operations. Signing the UN Climate
Neutral Now initiative stresses our commitment to tackle
energy consumptions and carbon emissions.
OUR WAY FORWARD:
By 2020, we will achieve
— 20% energy savings at our strategic suppliers*
— 3% absolute annual reduction in Scope 1 and Scope 2°
CO; emissions at our own sites
— further expansion of ISO 14001 to key sites globally
— LEED certification for new corporate construction key
projects, such as the new offices at the company’s
headquarters in Germany and new flagship stores.

Additionally, we will:
— Reduce the environmental footprint of our consumer
events.

2]
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'PEOPLE

People are at the heart of everything we do. Like a coach
ensures that all of the players on the pitch are in the
right position for the best results, we empower people
to exercise their rights and unlock their potential.

WHY IT MATTERS TO SOCIETY:
Education and personal development as well as health and
the ability to exercise basic human rights are the founda-
tion of a well-functioning society.
WHY IT MATTERS TO THE ADIDAS GROUP:
Our employees’ performance, well-being and knowledge
have a significant impact on our company’s success. At
the same time, operating our business by complying with
core labour standards is an imperative. Effective worker
empowerment leads to a stable and conducive work
environment. This stimulates workers™ productivity, thus
increasing manufacturing performance, which ultimately
leads to cost efficiency. Creating a collaborative working
environment for our more than 55,000 employees as well
as safe and fair working conditions for more than one mil-
lion workers employed in our supply chain allows us to be
the employer of choice and our suppliers to achieve sus-
tainable leadership.
WHAT WE HAVE ACHIEVED SO FAR:
26% of our direct suppliers are in self-governance model
in 2015. On top of our existing grievance mechanisms, ac-
cessible to all employees and factory workers, more than
a quarter of a million workers in our supplier factories
already have additional access to our anonymous SMS
worker hotline to raise concerns.
OUR WAY FORWARD:
By 2020, we will
— Empower™ our supply chain workers by expand-
ing and refining grievance systems and skill training
programmes.

- This includes the expansion of the Workers’ Hotline
to the countries where our strategic suppliers are
located.

— Achieve sustainable leadership at our suppliers and
licensees.

- By 2020, all strategic suppliers and licensees will
achieve self-governance™.

- By 2020, at least 20% of our strategic suppliers and
licensees will achieve Leadership level'2.

— Foster cross-functional and cross-cultural careers
and experiences for our employees. This will enable
them to gain fresh perspectives and grow profession-
ally and personally.

- Thisincludes volunteering programmes together with
the adidas Fund and the Reebok BOKS programme,
which also enhance soft skills such as teamwork,
leadership, decision-making and communication
while increasing our employees’ commitment and
motivation.

— Champion diversity - regardless of gender, nationality,
ethnic origin, religion, world view, age, sexual orienta-
tion or gender identity.

Sport is the key to an individual’s health and happi-
ness. Our aim is to enable people around the world to
participate in sports, while educating them on physical
and mental health, fithess and nutrition. This will ulti-
mately allow them to lead a healthier and more fulfilled
lifestyle.

WHY IT MATTERS TO SOCIETY:

Sport is beneficial to individual development, health pro-
motion and disease prevention.

WHY IT MATTERS TO THE ADIDAS GROUP:

Sport is our foundation, our heart, our DNA. By enabling
our employees to live an active and healthy lifestyle, we
have a positive impact on their lives and our business suc-
cess. We inspire people to be active by supporting grass-
roots programmes directed by the adidas Fund or BOKS
that highlight the positive impacts on health as well as
physical and mental fitness sport can have. This associ-
ation with a healthy lifestyle will ultimately support our
good reputation among our consumers and create demand
for our products.

WHAT WE HAVE ACHIEVED SO FAR:

We have created a Health Management Team, organise
Health Weeks globally, and offer a wide range of company
sport programmes at major sites.
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http://www.adidas-group.com/en/sustainability/employees/health-and-safety/

PEOPLE

OUR WAY FORWARD:

By 2020, we will

— Introduce education and upskilling measures on health
and work-life balance topics for our employees.

— Develop a global Health Management strategy for our
employees. This strategy is based on the strong foun-
dation we already have at our offices in Herzogen-
aurach, Portland and Canton.

— Utilise sport as a tool to teach values and boost young
people’s academic and physical performance. In addi-
tion, this tool will add to their overall confidence and
well-being.

- Through the BOKS programme, we will refine and
perfect the collective impact model with our oth-
er partners including those from the healthcare in-
dustry to provide a solution to the physical inactivity
epidemic.

- We also aim to increase the number of enrolled BOKS
schools by 50% in our target areas.

We work hard every day to inspire and enable people to
harness the power of sport in their lives. Likewise, we
want to keep driving change in our industry by leading
by example.

WHY IT MATTERS TO SOCIETY:

Sport knows no borders, skin colours or belief system. It
connects, shapes values and makes happy. Inspiring peo-
ple to harness this power contributes to a better society.
WHY IT MATTERS TO THE ADIDAS GROUP:

As change is the only constant element for people and for
business, we as a company are heavily dependent on our
people’s innovative attitude and mind-set. We need people
who permanently challenge the status quo and become
creators of the new. For this reason, we aim to support
and inspire our stakeholders (including employees, cus-
tomers, athletes and partners) to make a positive impact
on society and our planet, and to contribute to a sustain-
able future.

WHAT WE HAVE ACHIEVED SO FAR:

The adidas Fund enables our employees to create change
in societies around the world, BOKS is getting kids world-
wide to be more active while our partnership with Parley
for the Oceans raises awareness of the environmental
cause.

OUR WAY FORWARD:

We will continue to focus on

— Rewarding our employees’ commitment and contribu-
tions to our company’s purpose, strategy and success.

— Encouraging and supporting employee volunteering -
creating agents of change in the communities we work,
live and operate in.

— Engaging with creators and influencers and driving
innovative collaborations.

— Inspiring consumers, key partners, brand assets and
others to join us on our journey.

— Teaming up with our athletes who will act as role mod-
els for young creators, sharing experiences and show-
ing that sport is about passion, determination, team-
work, helping others and being active.

Water stewardship means knowing and reducing our own water use and
improving our impact on water at our own operations and along the value chain
through innovative solutions and partnerships.

2 The 2030 Water Resources Group, 2009.
% The State of the Apparel Sector 2015 Special Report - Water, 2015.

Strategic suppliers are responsible for around 80% of our global production
volumes. 2014 baseline.

Apparel material suppliers are specialists in printing and dyeing operations.
2015 baseline.

As outlined in our Green Company programme. 2008 baseline.
Refers to offices, distribution centres, retail. 2015 baseline.

Manufacturing Restricted Substance List, as per the Zero Discharge of Hazard-
ous Chemicals group.

Scope 1: emissions that arise directly from sources that are owned or con-
trolled by adidas Group entities, such as fuels used in our boilers; Scope 2:
emissions generated by purchased electricity consumed by adidas Group
entities. 2015 baseline.

This means ensuring our suppliers” workforces at all levels are empowered
with access to effective grievance and feedback channels, supervisory skills
and other means to support fair, conducive, healthy and safe workplace
conditions.

4C/4E rating. For more information about evaluation of supplier performance,
please go to page 70.

5C/5E rating. For more information about evaluation of supplier performance,
please go to page 70.
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http://www.adidas-group.com/en/sustainability/community-engagement/employee-volunteering/
http://www.adidas-group.com/en/sustainability/community-engagement/projects/#/das-boks-programm/
http://www.roadmaptozero.com/fileadmin/pdf/MRSL_v1_1.pdf
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Our sustainability programme has
always been based on our own busi-
ness needs. Equally, it has been
formed and influenced by social and
environmental trends, our own learn-
ing and stakeholder feedback. With
these in mind, we presented a five-
year roadmap in 2010 that shaped
the way we wanted to grow our busi-
ness goals in a sustainable way and

regularly reported our progress
against targets on an annual basis.
Now, before we start our journey
towards 2020, we are taking a look
back at the major trends and devel-
opments as our programmes evolved.

The integration of sustainability pro-
grammes into our mainstream busi-
ness practices is one of these trends.

Driven by a clear commitment from
senior management, further ca-
pacities, competence and expertise
in sustainability management have
been established and embedded in
core business functions. This en-
sures a successful horizontal integra-
tion throughout the organisation and
makes social and environmental con-
siderations part of our daily business
decisions. Business integration has
become of even greater importance
when tackling cross-cutting sustaina-
bility challenges from end-to-end. One
example is the adidas Group’s chemi-
cal management programme which
is driven by effective cross-function-
al work of various functions includ-
ing Social and Environmental Affairs
(SEA), Global Operations (GOPS) and
our product creation teams.

Another visible trend is exemplified
by our discolsure practices. The am-
bition to be transparent towards our
stakeholders has led us to disclose
and regularly update our global sup-
plier lists since 2007. It was in the
same spirit of responsiveness that we
managed to become the first brand
in our industry to develop an opera-
tional grievance mechanism to ad-
dress human rights impacts. And we
have become a pioneer in our indus-
try to report on the progress of indi-
vidual grievance cases publicly as of
2015. At the same time, we also ex-
pect transparency from our suppli-
ers and encouraged those who oper-
ate wet processes to disclose waste
water and emissions data on public
platforms. This effort has been re-
warded externally: The adidas Group
ranks first in our industry in the 2015
Corporate Information Transparen-
cy Index (CITI) which recognises the
environmental performance of our
suppliers in China.

To make our approach to sustainability
transparent and easy to understand, we
presented a new way of describing our
approach under four pillars - people,
product, planet and partnership - in
2014. Highlights within these four ‘P’s
are presented on the following page.
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As a global leader in our industry, we take a stand within our
area of influence and communities in which we operate to em-
power people, be it our employees or workers in our factories.

In order to get closer to workers and support fair and safe
workplace conditions, we have successfully developed more
effective feedback mechanisms. Launched in 2012, the
anonymous SMS worker hotline, operated by an independ-
ent third party provider, already enables roughly one quar-
ter of workers in our supplier factories to raise their voice in
an uncomplicated way and factory management to respond
more quickly to concerns. Supporting our factories on their
way to self-governance has always been one of our key pri-
orities and we are pleased to report that as of the end of
2015 26% of our direct supplier factories are enrolled in a
self-governance model. This means they manage to comply
with our Workplace Standards with solid and effective pro-
grammes on their own and without support from our com-
pliance team. Throughout the last years we have also de-
veloped and implemented effective tools such as Strategic
Compliance Plans and Report Cards to ensure ongoing com-
pliance practices in our licensee’s factories.

Our desire to create social change extends to our own em-
ployees as well. As part of our global Diversity approach, we
aim to build a work environment allowing for appreciation
of all employees. In the last years, we proactively pursued
a portfolio of internal and external activities including the
signing of the Declaration against Homophobia in Sport or
our active membership in ‘Diversity Charter’. Through inno-
vative HR learning programmes and platforms such as the
Talent Carousel or the Learning Campus, our corporate uni-
versity, we are empowering our employees to truly live the
creativity, collaboration and confidence as embedded in our
new people strategy. Our support has also been extended to
the communities we operate in - be it through relief efforts,
our ongoing product or financial donations or our corporate
volunteering programmes.
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An important aspect of creating responsibly includes
steadily increasing the use of sustainable materials while
improving the way products are made.

We strive to innovate material solutions through our part-
nership with Parley for the Oceans that helps us to use
more recycled materials in our products. With the am-
bitious research project Sport Infinity, we aim to develop
materials that can be endlessly recycled. These initiatives
are to close the loop and improve our impact along our
value chain while positively contributing to our business
performance.

In the last years we have continuously increased the use of
environmentally preferred materials (EPM) such as Better
Cotton, recycled polyester, recycled rubber or bio-based
thermoplastic polyurethane (TPU) in our adidas apparel
and accessories products. As of the end of 2015, all of our
adidas footwear products included environmentally pre-
ferred materials. We also advanced dyeing techniques
like DryDye and NoDye to decrease the amount of water,
energy and chemicals used in the dyeing process. In ad-
dition, our virtualisation efforts have led to a reduction of
2.4 million of physical samples between 2011 and 2015
which helps us to further lower our environmental foot-
print and reduce global transport.
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One of our main goals is to optimise our environmental
impact across our value chain and to positively contrib-
ute to our business performance. This includes reducing
our footprint at our own sites as well as across our supply
chain.

Our Green Company programme helped us reduce our en-
vironmental footprint at our own sites. The results of our
2015 targets show that we have exceeded our targeted sav-
ings for water and waste reduction. It is an additional tes-
tament to our efforts for internal collaboration that 13 of
our global sites are now certified with the environmen-

In order to create positive change in our industry, we pro-
mote an open collaboration with partners who share the
same goals, but also enter in dialogue with critical stake-
holders. It is our belief that we are better when we team
up and sharing knowledge and expertise.

As a founding member of the Sustainable Apparel Coalition
(SAC), we have been actively involved in and contributed to

tal management system ISO 14001. Designed to maxim-
ise carbon reduction and cost savings, the greenENERGY
Fund has seen great developments since its launch in
2012: 49 projects have received approved funding with a
forecasted 33% internal rate of return on project portfolio.

As most of the impact occurs in our supply chain, close
attention is paid to reducing the environmental footprint
during manufacturing in close collaboration with our
suppliers. Highlights of the past years included the pro-
gressive improvement of the environmental performance
(E-KPIs] of our strategic suppliers, high rates of adoption
of the Higg Environmental Facilities Module across core
suppliers and significant improvement and certification of
environmental management systems IS0 14001. Our recent
efforts to tackle our chemical footprint includes the com-
pletion of a full screening of chemicals used in the manu-
facture of apparel materials, which is a best-in-class ap-
proach towards full transparency of the use of chemicals
in the material manufacturing process.

the development of the Higg 2.0 Index since 2010, which is
a suite of assessment tools that standardises the meas-
urement of environmental and social impacts of apparel
and footwear products across the product life cycle and
throughout the value chain. Entering a partnership in 2014
with bluesign® technologies, a world leading provider of
assessment tools for positive chemistry in the textile in-
dustry, has enhanced the strong programme we already
have in place for managing the chemicals in our prod-
ucts. The most recent addition includes our partnership
with Parley for the Oceans in 2015. As a founding mem-
ber, we will support Parley for the Oceans in its education
and communication efforts, as well as its comprehensive
Ocean Plastic Program (A.l.R., Avoid, Intercept, and Re-
design) that intends to end plastic pollution of the oceans.

Our open-source approach, bilateral engagements and
close partnerships alike have supported us considera-
bly in developing and improving our sustainable strate-
gy. Ultimately, it is our on-going engagement with various
stakeholders that has made us better understand these
areas that we need to improve.

O
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HIGHLIGHTS

2010

2015

Our Compliance Key Performance Indicator (C-KPI) is our
rating tool to comprehensively evaluate our direct suppli-
ers’ social compliance implementation and its effective-
ness. Directly incorporated into the overall supplier rating,
the tool influences our decision on which supplier to use
and helps suppliers to understand the importance of deliv-
ering fair, healthy and environmentally sound workplace
conditions. Up to 2015, we have seen a significant positive
increase of self-governing suppliers (includes high rating
of 4C and highest rating of 5C] while more than 40% of
active suppliers in our supply chain have moved to a ‘good’
rating of 3C. For details, please go to page 72.

4C+5C
SELF-GOVERNANCE

1C+2C 3C
RISK MANAGEMENT  PARTNERSHIP MODEL

|
67% 25% 8%
2010 2010 2010

Using common technology, an innovative two-way commu-
nication between workers and factory management has
come to life with our SMS worker hotline. Introduced in
2012, it currently allows over 263,000 workers in 58 fac-
tories in three countries (Indonesia, Vietnam and Cambo-
dia) - roughly one quarter of our entire supply chain - to
ask questions, make suggestions or express their concerns

by text.
9,000 1
WORKERS FACTORY IN CAMBODIA
2012 2012

Grown according to the Standards of the Better Cotton Ini-
tiative (BCI), Better Cotton has been developed to become
a sustainable mainstream commodity. In 2015, we sourced
43% of all our cotton globally as Better Cotton, bringing us
closer to our 2018 target to source 100% of cotton across
all product categories in all our brands as ‘sustainable
cotton’.
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By continuing our virtualisation efforts we were able to
produce 2.4 million fewer samples between 2011 and
2015. Reductions were made across all ranges, produc-
ing 1,700,000 fewer apparel samples and 700,000 fewer
samples of footwear and hardware. Creating fewer physi-
cal samples helped us to further lower our environmental
footprint and reduce global transport.
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CHEMICAL MANAGEMENT

Originally intending to be 90% PFC free by 2014, we have continuously overachieved and finally raised our targets. We aim
to disclose at least 80% of all wet processes across our global supply chain via the IPE Detox platform in 2016 and are
committed to being 99% PFC free by no later than December 31, 2017.

90

99

% PFC-FREE % PRODUCTS % PFC-FREE
IN OUR ARE FREE OF IN OUR
PRODUCTS LONG-CHAIN PFCS PRODUCTS

| L

2014

COMMUNITY
SUPPORT

Through our corporate volunteering programmes, we
encourage our employees to change lives through sport
around the world. Since 2010 our employees have supported
these projects with a total of 150,000 volunteering hours
overall. With 86% of the total hours, the vast majority comes
from the activities of the adidas Fund. Launched in 2011, the
adidas Fund is currently supporting more than 30 organisa-
tions worldwide. Reebok and the Reebok Foundation con-
tribute to the cause with BOKS, a free before-school physi-
cal activity programme launched in 2009, which has grown
into a global community movement and exceeded its 2015
growth plan by 8%, now counting 1,720 schools around the
world with BOKS programme.

150K

CORPORATE VOLUNTEERING
HOURS DEDICATED
FROM 2010 — 2015

GREEN
COMPANY

Our environmental programme with the overall goal to
become a carbon neutral company requires ambitious tar-
gets. While initially aiming to certify five of our sites globally,
we now have 13 sites with ISO 14001 certification.
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International
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2015 TARGET EVALUATION

Performance counts: We have regularly assessed our performance since setting our 2015 targets
a few years ago. This table presents a summary and their level of achievement at the end of 2015.
More detailed information on the separate targets can be found at the end of each chapter.
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PEOPLE

8 of 11 targets
FULLY ACHIEVED

60% of all direct suppliers to achieve
‘good’ (3C) score or better.

80% of strategic suppliers to achieve
‘good’ (3C) score or better.

25% of our strategic suppliers to be in
self-governance compliance model (4C
or better).

Enhance the workers’ grievance system.
Report cards for all eligible business
entities managing our indirect suppli-
ers to achieve an average performance
rating of 70% or higher.

Raise the overall understanding and
awareness of occupational health &
safety (OHS) issues specific to the manu-
facturing process within the supply chain.
Systematically promote motivation and
accountability through talent and per-
formance management.

Establish standardised, end-to-end, sys-
tem-supported HR processes to reduce
duplication of efforts, create efficien-
cies and enforce discipline.

3 of 11 targets
LARGELY ACHIEVED

Promote a common, industry-wide
monitoring platform, methodology and
tools to check, measure and verify fair,
healthy and safe workplace conditions.
Further embed leadership mindsets in
daily life.

Create the foundation for open, inno-
vative and collaborative learning solu-
tions.

PRODUCT

7 of 8 targets
FULLY ACHIEVED

Use 40% Better Cotton by 2015 (and
100% ‘sustainable cotton’ by 2018).

N
N

Source 100% of non-European leath-
er volume from tanneries that achieve
Leather Working Group (LWG] Silver
rating or above (based on the LWG audit
protocol), while 85% should be certified
at Gold level.

Support the Sustainable Apparel Coali-
tion (SAC) to further develop the crea-
tion of the HIGG index.

Conduct a virtualisation project to drive
reduction in samples.

Reduce colours used within the adidas
Sports Performance division by 50%
(excluding colours required by clubs or
otherwise outside the control of the De-
sign team).

Ensure all footwear - and an increas-
ing amount of apparel - is created with
sustainable materials and/or more sus-
tainable manufacturing processes.

Optimise packaging solutions.

1 of 8 targets
LARGELY ACHIEVED

Establish full traceability of more sus-
tainable materials (apparel products).
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10 of 15 targets
FULLY ACHIEVED

Drive solutions for sound chemi-
cal management in the global supply
chain.

— PFC-free: Research, trial and start
to implement environmentally
sound PFC alternatives.

— bluesign®: Achieve bluesign® ap-
proval for 50% of all dyes, and 10%
of all auxiliaries, used in apparel.
Auxiliaries, as their name indi-
cates, are chemicals used to sup-
port the production process but
which do not add a function to the
product.

— Disclosure: Disclose 50% of all ‘wet
processes’ across our global sup-
ply chain on the IPE platform.

Implement Green Design requirements

for new buildings at suppliers.

Green Company initiative targets (own

Reduce the environmental footprint of

IT infrastructure by 20%:

— 80% of all PCs to have ‘green’ power
management options

— 30% reduction in PC energy con-
sumption

— Virtualisation of servers and data
centre consolidation
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5 of 15 targets
LARGELY ACHIEVED

Extend environmental assessments to
selected supplier groups and achieve
a 30% improvement in average KPI
for selected suppliers based on 2011
baseline.

Reduce energy consumption by
10-15% by product output at strategic
suppliers.

Green Company initiative targets (own
operations):

PARTNER-
SHIP

The adidas Group holds and maintains
strong relationships within the sus-
tainability area. These relationships
range from bilateral engagements with
individuals, non-governmental organi-
sations and interest groups to close
partnerships with industry alliances or
multi-stakeholder organisations.

Important partnerships which inform
and influence the development of our
sustainability strategy are listed on our
website.

As active and formal participants in
these alliances and initiatives we are
committed to supporting the goals,
targets and related work programmes
as agreed by their members under the
respective governance principles of
these organisations.

operations): - 20% relative reduction in energy
— 30% relative reduction in carbon consumption. / / / / / / /
emissions. - 50% paper reduction/employee

— 20% water savings/employee.
— 25% waste reduction/employee.

Reduce the environmental footprint of
IT infrastructure by 20%:
- 100% of requests for proposals to
evaluate ‘green’ performance of
possible vendors
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LEADING BY EXAMPLE: OUR ONGOING
APPROACH TO HUMAN RIGHTS ISSUES

New programme empowers female workers in Pakistan
Striving for fair compensation in our supply chain
Self-governance at work: Bowker

Vietnam factory presents first results

of ‘Happy Manufacturing’ initiative

Calling all mascots: adidas supports name

changes to initiate positive change

Creating the new: how our employees are

empowered to take ownership of their careers

2015 target evaluation
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We recognise our responsibility to respect human rights
and are taking the necessary steps to fulfil this social ob-
ligation as a business. In 2015, we continued to apply and
strengthen our own global Human Rights Due Diligence
(HRDD) approach by further improving and deepening our
transparency and our dialogue with key stakeholders as
well as addressing severe human rights risks in our wider
supply chain.

We want to know and publicly show that we are able to man-
age risks by identifying, preventing and, where necessary,
mitigating the human rights impact of our own operations
and those of our supply chain partners. We are proud to
be the first brand in our industry to develop an operation-
al grievance mechanism to address human rights impacts,
wherever they occur - be this operationally or in the sup-
ply chain. In June 2015, we were also the first company to
publish a record of the third party complaints received in

the past year related to

labour or human rights

HUMAN RIGHTS

DUE DILIGENCE

Human rights due dili-
gence describes the pro-
cess of how a company
identifies, prevents, mit-
igates and accounts for
how it addresses its actual
and potential adverse
human rights impacts

and those of its business
partners. This includes
specific elements and
processes such as Coun-
try Risk Assessments,
Operational Reviews, Pre-
ventive Action, Remedi-
ation, Complaints Proce-
dures, Internal Reporting
and Public Reporting.

violations. The record,
which is updated annual-
ly on our website, details
the nature of the com-
plaint and its current
status (i.e. under inves-
tigation, successfully re-
solved, unresolved, etc.).

Integral to our efforts to
uphold human rights is
our open dialogue with
stakeholders including
suppliers, governments,
unions and other non-
governmental organisa-
tions [(NGOs). In June
2015, for example, we
met with ‘Shift’, a lead-
ing human rights NGO
which has been instru-
mental in the develop-
ment of the UN Guid-
ing Principles Reporting
Framework, the first
comprehensive guidance

for companies to report on human rights issues. As a result
of the meeting, we have committed as a business to incor-
porate the elements of the Reporting Framework into our
Human Rights Materiality Assessment and build this into
our annual non-financial reporting.

We also monitor human rights on other fronts. As part of an
operational assessment to identify potential human rights
risks with regard to sponsorship of major sporting events,
we organised a high-level stakeholder dialogue in London

in June 2015. Joined by FIFA, Amnesty International, Trans-
parency International, the Institute for Human Rights and
Business, and UNICEF among others, the one-day event ex-
plored the role of corporate sponsors, the boundaries of
responsibilities for human rights and how to build practical
action. The challenge of moving from principles to prac-
tice was solved with both immediate short-term actions as
well as mid-term opportunities for sponsors to engage with
sporting bodies and other stakeholders over the human
rights impacts of sporting events. Further details about
these agreements can be found on our website.

In 2015, we continued to
apply and strengthen our
own global Human Rights
Due Diligence approach

by further improving and
deepening our transparency
and our dialogue with

key stakeholders as well

as addressing severe human
rights risks in our wider
supply chain.

Our HRDD work does not end with our main stakeholders
and manufacturing partners but includes the wider supply
chain, namely those hard-to-reach places where visibili-
ty and influence are not always a given. In order to uphold
our HRDD objectives of monitoring for labour rights com-
pliance and addressing potentially severe human rights
risks, we launched a new outreach programme to address
Modern Day Slavery. The programme tackles the risks
posed by human trafficking, forced labour or debt servitude
where coercion, threats or deception can be used to intim-
idate, penalise or deceive workers, thereby creating situa-
tions of involuntary work and exploitation. In cooperation
with our main partners, we seek to reach and educate other
tiers in our supply chain about the need to eradicate human
trafficking, forced labour and child labour. An overview of
our range of activities to tackle Modern Day Slavery in our
global supply chain in 2015 can be found here.

There is always more to do in developing an effective HRDD
process, but our guiding principle is to deliver real change
through practical action and
in doing so uphold rights
and improve lives.

Read more about our
approach to Human Rights
on our website.
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NEW
PROGRAMME
EMPOWERS
FEMALE
WOR-
KERS
IN
PAKISTAN

Sialkotisasmallcity located inthe north-
east of the Punjab Province in Pakistan,
but it plays a big role in a new project
initiated by the adidas Group called
‘Women’'s Empowerment Programme’.

For decades, Sialkot has been the
manufacturing base for hand-stitched
ball suppliers to many well-known in-
ternational brands, including adidas.
But with the market demand shift-
ing to machine-based stitching, many
manufacturers had to scale down or
close completely, which Lleft thou-
sands of female workers jobless with
little chance of new employment due
to lack of skill as well as social and
cultural barriers.

As part of our on-going engagement to
protect the vulnerable groups involved
in the global apparel and footwear
manufacturing industries, includ-
ing the promotion of rights of female
workers, we initiated a project called
‘Women's Empowerment Programme’.

The project kicked off in September
2015 with two objectives:

28

— Improve the knowledge and skills of
theredundantfemaleworkerstoearn
income and find new employment

— Help female workers at our suppliers
to have better opportunities in the
workplace.

In order to have the biggest positive im-
pact on the local communities, we found
the perfect expertise and experience
in our local partner, the NGO Baidarie,
a non-government and non-profit civil
society organisation. Through many ac-
tivities including enhancing skills in di-
versified areas of earning a livelihood, es-
tablishing connections between trained
workers and job providing slots as well
as mobilising workers for taking the in-
itiative for micro-entrepreneurship, we,
together with Baidaire, aim to improve
the lives of 1,000 female workers in the
Sialkot area and provide them with better
opportunities in the workplace.
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The living wage allows workers

and their families to afford a

basic, but decent, standard of living
that is considered acceptable

by society at its current level of

economic development.

STRIVING

FOR
FAIR
COMPEN -
SATION

OUR
SUPPLY
CHAIN
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2 CONCEPTS OF WAGES

time

standards

reflect a worker’s perfor-

mance and skills
reward overtime

follow price increases paid
for the products they are

making

In 2015, the adidas Group launched the
Fair Compensation Strategy, which
presents the most advanced level
of work we are attempting with fair
compensation.

Our approach to fair wages is built on
our respect-protect-promote frame-
work and aligned with basic human
rights concepts. In fact, we have been
monitoring supply chain wages since
the inception of our programme in
1997 and have reached several impor-
tant milestones along this journey. For
example, we started to engage with the
Fair Wage Network in 2009 and com-
missioned Fair Wage Assessments at
26 suppliers in 7 countries two years
later, benchmarking those results ac-
cording to 11 dimensions of fairness.
The assessments helped us to mature
our approach towards fair wage pro-
gression and expand it beyond simple
legal compliance. However, there were
unsuccessful mechanisms to negoti-
ate remediation between the factory
and assessment teams, and insuffi-
cient factory participation to reach the
required economies of scale.

o
N

include the legal minimum
allow decent living

A fair wage goes deeper. It considers
the fairness of the wage that a worker
is paid by benchmarking if wages:

are paid regularly and on

are linked to their
employer’s profits and
sales

reflect changes in work
technology

are negotiated indi-
vidually or collectively
with workers

and are clearly and
formally communicated
to workers

As a result, in 2014 we made a posi-
tion statement that distinguished be-
tween the “living wage” and the “fair
wage” and identified our approach to
payment of fair wages in global supply
chains.

More recently, in 2015, we aligned
the adidas Group Workplace Stand-
ards with the Fair Labor Association’s
(FLA) code language and refocused on
prompt remediation of pay violations
in audit corrective action plans. With
every step we strive to further pro-
mote fair wages across our industry’s
supply chain in 2016. We will continue
to work closely with our partners such
as the FLA, to strengthen our preven-
tion programmes and to close criti-
cal gaps in wage fairness identified in
our ongoing collection of supply chain
wage data.

Read more about our approach
to fair wages on our website.



http://www.adidas-group.com/en/sustainability/supply-chain/critical-issues-copy/#/

SELF-GOVERNANCE
AT WORK:

BOWKER
FACTORY

VIETNAM
PRESENTS

FIRST RESULTS OF
» HAPPY MANUFACTURING «

INITIATIVE

We strive for suppliers to be self-gov-
erning and support them to raise their
level of management so that they are
able to handle their workers with little
supervision or annual monitoring. The
Bowker Factory, an important strate-
gic adidas Group supplier in Vietnam,
serves as a good example of how these
measures drive effective change.

Whenthe factorydid not provide avery
good social compliance performance
based on our audits and assessments
back in 2012, the senior management
of the factory took the results of our
compliance ratings to heart and real-
ised it was time to make changes in
order to boost worker’s morale and
decrease the high turnover rate.

Under the direction of the Bowker
Group COO and in close coopera-
tion with our SEA team to identify
key areas to focus on in order to cre-
ate long-lasting change, the facto-
ry launched the 'Respect, Fairness
and Dedication” project. Also known
as 'Happy Manufacturing’, it pro-
vides action, initiatives and practical

guidance for all employees on how to
create a more conductive working en-
vironment. Thanks to the strong com-
mitment from top management, the
impact of the initiative has been re-
markable: By
— promoting and rewarding pro-
ductivity and efficiency,
— improving benefits for workers
and
— showing more respect towards
workers thanks to the strict im-
plementation of a zero harass-
ment policy,
the average monthly labour turno-
ver rate decreased by more than 3%,
a double reduction compared to the
same periodin 2012 before the project
roll-out. In addition, the quality with-
in the production process - meas-
ured by a KPI called Rights First Time
(RFT) -isupto 97%. Also, rework has
been reduced by 80% and the monthly
output has tripled. With morale and
engagement higher than ever, the
‘Happy Manufacturing’” programme
easily makes this a best practice sto-
ry to improve workers” welfare of an
adidas Group supplier.

»We are very lucky to have a strong manage-
ment team who listens to us and takes our
concerns seriously. There is no hierarchy

here, only teamwork from top to bottom, and
this makes me feel happy and valued. «

MS.HATHINGOC HOANG
Sewer at Bowker Factory
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CALLING
ALL MASCOTS:

ADIDAS
SUPPORTS
NAME
CHANGES 710

INITIATE
POSITIVE
CHANGE

Through sport we have the power to
change lives and to have an impact
on athletes, teams, leagues, fans and
everyone else involved in sports. As
a company we are proud to support
all those who strive to initiate positive
change.

In 2015, we started to lead a voluntary
initiative in the US offering support to
high schools across the country that
want to change their official team mas-
cot names and identities from poten-
tially harmful native American image-
ry or symbolism. The offer, which was
announced ahead of the White House
Tribal Nations Conference, includes fi-
nancial assistance and complementa-
ry design resources to provide schools
and high school athletes a pathway to
create new identities, bring people to-
gether and provide common ground
to ignite positive change. The project
is now off and running and our team
is working with interested schools on
making a change.

The initiative is an example of the
Group’s new business strategy Creat-
ing the New" as it shows perfectly how
through sport we have the power to
change lives on and off the court and to
tackle even controversial and political-
ly charged topics. It is part of our vision
to work with creators around the world
and engage in important community
and global issues when it helps people
and athletes the world over to create an
inclusive environment that fosters fair
play, inclusion and hope.




CREATING THE NEW:

HOW OUR
EMPLOYEES
ARE

EMPOWERED

TO TAKE

OWNER-

SHIP OF THEIR
CAREERS

Our overall objective to empower peo-
ple also includes the employees of
the adidas Group around the world.
We believe that only when our em-
ployees have the best training, bene-
fits and environment can they work at
their best. For this reason, we strive
to create a culture that cherishes and
celebrates collaboration, creativi-
ty and confidence - three behaviours
we deem crucial to the successful

delivery of our ‘Creating the New’
business strategy and the well-being
of our employees.

As one element of the strategy, we
strive to provide meaningful reasons to
join the adidas Group. At the same time,
we want to create an environment that
enables employees to develop their
individual path towards their career
goals and makes them want to stay
with us. There are already several pro-
grammes in place all across the Group
that aim to deliver a unique working
environment and work towards our aim
to be the ‘'employer of choice’.

One of the most recent additions is the
Talent Carousel. While complementary
to other formal learning programmes,
the programme sets itself apart by
providing a new career boost to inter-
nal talent: First, it was open to all em-
ployees across the Group, regardless of
their location and function, and second,
all elements were tailored to create an
extremely personalised candidate ex-
perience. As a result, 20 participants
from across the company were placed
in a new role in a different location. The
goal was to enable them to gain new

]
M

»For me, the Talent
Carousel was a wake-
up call! | decided to
take an active part
{ and to work on my life
& plan for the future.

* | want to find out how

| can best make
a difference for myself
and the brand.«

. GONZALO CODERCH

Participant of Talent Carousel

functional skills and behaviours, learn
about a new culture, broaden their ex-
perience and develop new networks. In
addition, they will receive coaching and
mentoring opportunities that will not
only give them a detailed plan on how
to realise their career and life aspira-
tions, but also prepare them to take on a
senior leadership role in the future and
serve as a role model for the next gen-
eration of talent. While the Talent Car-
ousel allows employees to take owner-
ship of their careers and play an integral
active part in creating the new, it also
provides an invaluable platform for HR
to test innovative programmes before
they are introduced on a larger scale.

The Talent Carousel, like all other pro-
grammes as part of the People Strate-
gy, was developed based on extensive
research, which included the explora-
tion of the personal meaning of work,
global megatrends and their impact
on people, organisations, and innova-
tion as well as the digital and physical
workplace of the future. It also played
an essential part in creating the new
business environment at the adidas
Group to empower our people and help
them to achieve their personal best.




2015 TARGETS (SUPPLY CHAIN)

EVALUATION

60% of all direct suppliers
to achieve ‘good’ (3C) score
or better.

FULLY ACHIEVED

After 64% of our direct suppliers met ‘good’ social compliance performance (3C) or above in 2014,
this was even increased to 69% of all direct suppliers as of the end of 2015.

Read more on page 72.

80% of strategic suppliers
to achieve ‘good’ (3C) score
or better.

FULLY ACHIEVED
By the end of 2015, 92% of all strategic suppliers met ‘good’ social compliance performance (3C)
or better.

25% of our strategic sup-
pliers to be in self-govern-
ance compliance model (4C
or better).

FULLY ACHIEVED
After 59% of our strategic suppliers were already at 4C or better in 2014, 73% of our strategic
suppliers achieved a 4C rating as of the end of 2015.

Enhance the workers’
grievance system.

FULLY ACHIEVED

Introduced in 2012, we have now rolled out our SMS worker hotline system to three countries
(Indonesia, Vietnam and Cambodia) to cover a total of 58 factories. As of the end of 2015, more than
263,000 workers had access to this innovative service, offering factory workers the opportunity to
ask questions, make suggestions or express their concerns by text.

Report cards for all eligi-
ble business entities (BE)
managing our indirect
suppliers to achieve an av-
erage performance rating
of 70% or higher.

FULLY ACHIEVED

The target was even exceeded, with an average performance rating of 72% as of the end of 2015.
Report card average score for eligible BEs had already increased to 69% in 2014 although require-
ments had been increased as well, which had made it more difficult for business entities to achieve
a higher score. The increased score in 2015 shows that BEs managed to embed compliance into
their daily practice more effectively.

Read more on page 52.

Raise the overall under-
standing and awareness
of occupational health &
safety (OHS) issues spe-
cific to the manufacturing
process within the supply
chain.

FULLY ACHIEVED

We have conducted various projects and initiatives such as an OHS officer training in Cambodia,
an Indoor Air Quality test and training in Cambodia, an Electrical Safety audit and workshop in
Indonesia, an Automation Machine Safety risk assessment and workshop in China and a regular
HAVS workshop for TaylorMade-adidas Golf suppliers.

Promote a common, indus- ‘

try-wide monitoring plat-
form, methodology and
tools to check, measure
and verify fair, healthy and
safe workplace conditions.

LARGELY ACHIEVED — ONGOING

We launched the Fair Compensation strategy by aligning it with our Human Rights Framework
to Respect, Protect and Promote, as well as the Fair Labor Association’s (FLA) Fair Compen-
sation strategy, by finalising a three-year implementation plan and starting that plan by refocusing
on closing out existing wage and compensation violations identified and pending in our audits’
corrective action plans.

In addition, all of our suppliers in Bangladesh have been audited against the new and higher
standards of fire and building safety introduced by the Accord and have made good progress in
closing out issues identified. As a result, we have even been called ‘lead brand’ for our remediation
efforts. Moreover, we have taken the learnings from the Accord process and developed a fire and
building safety risk assessment tool, which has now been applied to other suppliers in Asia.

Read more on page 55.

N
2]



2015 TARGETS (HR)

EVALUATION

Systematically promote
motivation and accounta-
bility through talent and
performance manage-
ment.

FULLY ACHIEVED — ONGOING

As part of our ongoing activities, we drove an approach that focused on individual development of

employees and development conversations with line managers as well as providing opportunities to

both line managers and employees to reflect on their personal strength and development paths. This

was achieved with learning kits on how to lead development conversations and how to give feedback

as well as our mentoring programme. Both leaders and employees were strongly encouraged to

document these in a development plan - online or on paper.

In addition, we promoted motivation and accountability through the following talent and performance

management measures:

— the ‘Talent Carousel’, a new talent program for globally mobile talents,

— proactive management of internal talents through the realisation of development plans,

— ensuring a strong pipeline of candidates,

— systematic increase of women in leadership positions (we managed to increase the percentage of
women in leadership positions by 1 percentage point to 29% in 2015),

— as well as the introduction of 'The Score’, which facilitates open and honest feedback on perfor-
mance and growth opportunities.

Establish standardised,
end-to-end, system-sup-
ported HR processes to re-
duce duplication of efforts,
create efficiencies and en-
force discipline.

FULLY ACHIEVED — ONGOING

HR Services, a centralised, intranet-based HR support service centre for employees, went live in

Germany in 2014 and offers employees support and answers to HR questions via phone, email and

a Ticket Self Service App. The setup of HR Services has significantly improved processes such as

employee data maintenance, contract management, administration of on- and off-boarding, as well

as increased timely and accurate vo data maintenance and payroll compliance.

In 2015 we also delivered:

— acentralised Organisation Management maintenance approach which increases data accuracy
and quality while significantly reducing errors and support effort.

— an authorisation and role concept for HR Partners for the corporate HR system, based on our
organisational structure, initially in Germany, as well as a single sign-on functionality for users.
The request and approval process has been streamlined and ensures access rights according to
functional responsibilities. The revised authorisation approach sets the basis for a successful
launch of a new, consolidated and transparent digital employee profile in 2016.

— the consolidation of standard and ad hoc employee data related reporting requests, globally and
throughout Europe. This has led to a reduction of manual effort and now ensures the delivery of
timely, accurate, transparent and comparable data sources enabling the organisation to make
data-based decisions.

— the launch of a consolidated payroll delivery in North America and Greater China as part of our
global payroll strategy.

Further embed leadership
mindsets in daily life.

LARGELY ACHIEVED — ONGOING

While we kept living our leadership mindsets in 2015, against which leaders were measured in
their annual performance review, we have continued to evolve and introduced the so-called '3C’
behaviours: creativity, collaboration and confidence that support our culture for the new business
strategy ‘Creating the New'. These behaviours are based on what we want to see in our people and
will be included in the adidas Group performance management tool (‘The Score’) as of 2016. They
will also form the basis for the development of leadership programs in the future.

Create the foundation for
open, innovative and col-
laborative learning solu-
tions.

LARGELY ACHIEVED — ONGOING

After launching the Learning Campus - our Corporate University - in 2014, we conducted two
upgrades to the online platform and its content in 2015 to add apps and improve overall user
experience based on a global user feedback survey. We are also adding content to support strategic
initiatives on a regular basis. As we are developing new learning opportunities all the time, this
activity is permanently evolving and ongoing.

In addition, we have broadened the application of commercial functional training with the adidas Group
Retail University. Launched in 2014, this comprehensive programme aims to train and develop adidas
Group retail field employees in order to maximise their performance and develop their careersin adidas
Group Retail. 2015 saw the kick-off of the Retail University 2.0 project which is now giving more people
access to the programme due to additional translations of materials such as e-learning modules.

M
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As part of our ambition to create responsibly, we are con-
tinuously searching for new ways to make better products
and to innovate manufacturing techniques. In 2015, our
partnership with Parley for the Oceans, a thought lead-
er in ocean conservation and eco innovation that raises
awareness to end the destruction of the oceans, took our
ambition to a new level.

Every year several million tons of plastic trash end up in
the ocean, seriously endangering the ecosystem and ulti-
mately our own life space. With this in mind, our partner-
ship with Parley aims to end plastic pollution of the oceans
and accelerate the creation of innovative products and the
integration of materials made from Ocean Plastic waste
into our products.

First announced in April 2015, the partnership builds on
the adidas Group’s strong track record in product sustain-
ability and is already showing tangible results proving that
this is not just a strategy far in the future, but a real plan
already in action. Already in June 2015, we announced the
creation of the world’s first shoe made of yarns and fila-
ments reclaimed and recycled from ocean waste. Then,
in December 2015, on the occasion of COP21, we unveiled
an innovative footwear concept, a 3D-printed Ocean Plas-
tic shoe midsole, to demonstrate how the industry can
re-think design and contribute to stopping Ocean Plastic
pollution.

Our support for Parley for the Oceans ranges from com-
munication and education efforts, such as the so-called
‘Parley Talks’ to raise awareness to research and educa-
tion all the way to the invitation to consumers and em-
ployees to be part of the solution. At the same time, we

are adopting Parley’s comprehensive Ocean Plastic Pro-
gramme A.l.R. (Avoid, Intercept, Redesign), which intends

»We want to

bring everyone
from the industry
to the table and
create sustainable
solutions for big
global problems.«

ERIC LIEDTKE
adidas Group Executive Board member
responsible for Global Brands

»We are really
excited to

have adidas
supporting us
in this journey
and showing
how you can
take concrete
steps in the
right direction.«

to end plastic pollution with
tangible steps and initia-
tives, to our own products
and initiatives.

We are taking extra steps to
avoid the use of plastic and
waste in our industry. For
example, plastic bags will
be phased out in the retail
stores that we own. As of
January 1st, 2016, together
with our partner COTY, we
have ended the use of mi-
crobeads in adidas body care
products, which will reduce
plastic ocean pollution. On a
more local level, we stopped
using plastic bottles at our
headquarters in Germany and are now also offering pa-
per straws and paper food boxes instead of plastic ones.
In addition, from a product perspective, our partnership
also ties into many water saving initiatives that have been
put in motion already. One of them is our DryDye initiative,
which reduces the amount of water used in the making of
our products. Another example is our virtualisation pro-
ject, which has allowed us to produce 2.4 million fewer
samples between 2011 and 2015. The pillar intercept re-
cently came to action in November 2015 when 20 adidas
employees took part in the Parley Ocean School on the
Maldives, a programme that blends ocean activism with
experiential learning and activities in a marine environ-
ment. They attended workshops, discussion groups and
informal meetings with Parley. Throughout their trip, the
participants learned valuable facts about the true state of
the oceans and took on the challenge to serve as ambas-
sadors going forward with the aim to contribute to a better
future of our industry. In terms of redesign, we celebrated
our partnership by creating the innovative prototype shoe
upper and the 3D-printed Ocean Plastic shoe midsole.

CYRILLGUTSCH
founder of Parley for the Oceans

While our partnership with Parley for the Oceans opens
the door for great opportunities to inspire action among
our consumers in the field of sustainability, this is not a
stand-alone project.

Starting with limited collections, the intention is to grad-
ually move inline and fully integrate materials made of
Ocean Plastic waste into our regular ranges. In addition
to supporting Parley for the Oceans at awareness-raising
events, such as at the UN in New York City or on the occa-
sion of COP 21 in Paris, we will continue to create and use
more sustainable materials,
thus contributing to a better
future for our industry and
create positive change.

Read more about our partner-
ship with Parley for the Oceans
in our news archive.

N
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http://www.adidas-group.com/en/media/news-archive/press-releases/2015/adidas-and-parley-oceans-stop-industrys-waiting-game/

HOW
SUSTAINABLE
MATERIALS
HELP CREATE
SOCIAL
CHANGE

Our commitment to use more sustain-
able materials does not only reduce
waste and combine sustainability and
innovation beautifully; it also brings
social change with it.

In addition to our Sport Infinity research
project launched in 2015, we have fur-
ther expanded the use of environmen-
tally preferred materials such as re-
cycled polyester and Better Cotton in
recentyears.

As a founding member of the Better

Cotton Initiative (BCl) and in close
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SUSTAINABLE COTTON

cooperation with other brands, we
continue to drive the demand for sus-
tainable cotton, improve global cotton
production and the lives of workers in
the overall cotton industry. A great ex-
ample and proof of the initiative's suc-
cess can be found in Brazil, the largest
source of Better Cotton globally: BCI
has significantly influenced the work-
ing standards in Brazilian cotton pro-
duction by stipulating decent working
conditions (including safety equipment,
training and salary negotiations), ben-
efits (including vacation leave and lim-
ited working hours) and proper accom-
modation for the workers and their
families. This positive development is
due to the growing number of produc-
ers who commit to adhere to the legal
regulations of the BCI standards and,
by being BCI certified, have access to
international markets and customers
who expect responsible production
practices. The success of the initiative
is also visible in numbers: In 2015, 43%
of the cotton we used globally was Bet-
ter Cotton, exceeding our original tar-
get of 40%. This is a great step towards
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our 2018 targets to source 100% of cot-
ton across all product categories in all
our brands as ‘sustainable cotton’.

In addition to Better Cotton, we use sev-
eral other sustainable materials includ-
ing recycled polyester, which helps us
to reduce our dependency on petroleum
and leads to less waste on the one hand
and a reduction of toxic emissions on the
other. As a result, the material offers the
opportunity to reduce our environmental
impact while still enabling us to produce
high performance products for athletes.
Prominent examples include the Anthem
Jacket collection, versatile warm-up
jackets used by athletes across sever-
al sports as well as the German Away
Jersey for the UEFA EURO 2016™.

Better Cotton and recycled polyester -
along with other materials such as
EcoOrtholite, eco-friendly footwear for
children, and the use of recycled nylon
in our swimwear collection - are fitting
examples of our commitment to im-
prove our environmental footprint with
sustainable materials and products.




SUSTAINABLE
INNOVATION
MADE
POSSIBLE:
WELCOME TO
> SPORTS
INFINITY K

To manage our supply chain in a re-
sponsible manner is one thing, but
not the whole story. Striving to close
the sustainability loop, the ultimate
goal we can achieve with sustainable
products, we constantly look into bet-
ter materials and advanced manufac-
turing processes that will reduce the
amount of waste that products turn in-
to at the end of their life cycle. As most
materials degrade towards the end,
it is often necessary to mix them with
virgin resources during the recycling

process, which makes closing the loop
that much more difficult.

In order to develop a material that can
be endlessly recycled using a waste-
free, adhesive-free process, we are
leading an innovative research pro-
ject called ‘Sport Infinity’, introduced
in 2015. In close cooperation with nine
other industry-leading companies and
funded by the European Commission,
the project aims to identify and develop
innovative recyclable composites that
can be broken down into 3D-shapea-
ble materials, and then remoulded in
a waste-free process into a brand new
product, closing the sustainability loop.

In addition to our research project
Speedfactory - which aims to bring
production closer to the consumer with
automation - and our partnership with
Parley for the Oceans, ‘Sport Infinity’
is another big step in our commitment
to innovation and sustainability and
makes the year 2015 yet again a crucial
year for sustainable innovations at the
adidas Group.
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2015 TARGET EVALUATION

PRODUCT

2015 TARGETS

EVALUATION

Reduce colours used within
the adidas Sports Performance
division by 50% (excluding col-
ours required by clubs or other-
wise outside the control of the
Design team).

FULLY ACHIEVED
This target was already achieved in 2013. From Spring/Summer 2012 to Spring/Summer
2014, the Sports Performance division reduced its overall colours by 50%, from 360 to 180.

Conduct a virtualisation project
to drive reduction in samples.

FULLY ACHIEVED
By continuing our virtualisation efforts we were able to produce 2.4 million fewer samples
between 2011 and 2015. Reductions were made across all ranges, producing 1,700,000
fewer apparel samples and 700,000 fewer samples of footwear and hardware. Creating
fewer physical samples helped us to further lower our environmental footprint and reduce
global transport.

Optimise packaging solutions.

FULLY ACHIEVED
During 2014 we used single wall carton quality for standard adidas Group carton sizes
globally and generated significant volumes of paper savings.

Ensure all footwear - and an in-
creasing amount of apparel - is
created with sustainable mate-
rials and/or more sustainable
manufacturing processes.

FULLY ACHIEVED

At the end of 2015 all of our adidas footwear products included environmentally preferred
materials such as recycled polyester, recycled rubber or bio-based thermoplastic polyu-
rethane (TPU). In addition, we have been increasing the use of environmentally preferred
materials such as recycled polyester, recycled nylon or sustainable cotton in our adidas
apparel and accessories products. In order to decrease our environmental impact, we are
also changing the way we make our products. Some examples of this include using advanced
dyeing techniques like DryDye, that decrease the amount of water, energy and chemicals
used in the dyeing process and creating more efficient designs that ultimately reduce the
amount of material waste by increasing pattern efficiency.

Use 40% Better Cotton by 2015
and 100% ‘sustainable cotton’
by 2018.

FULLY ACHIEVED

We have exceeded this target by sourcing 43% of all our cotton as Better Cotton which is a
great step towards our 2018 target to source 100% of cotton in our products as sustainable
cotton.

Read more on page 38.

Source 100% of non-European
leather volume from tanneries
that achieve Leather Working
Group (LWG) Silver rating or
above (based on the LWG audit
protocol) while 85% should be
certified at Gold level.

FULLY ACHIEVED

Already in 2014 we sourced 99% of our non-European leather volume from tanneries that
achieved LWG Silver rating or above, while 87% of non-European sourcing volume was
certified at Gold level as of the end of 2013.
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EVALUATION

Support the Sustainable Ap-
parel Coalition (SAC) to further
develop the creation of the HIGG
index.

FULLY ACHIEVED

In 2015, the adidas Group continued to support the SAC with both content and technical
expertise for Higg Index 2.0 development. The Higg Index 2.0 is a suite of assessment tools
that standardises the measurement of environmental and social impacts of apparel and
footwear products across the product life cycle and throughout the value chain, and serves
to conduct self-assessment in three areas: Facilities, Brand and Product.

We continued to support the ‘Higg 2.0 Index Facility Environment Module’ adoption in our
strategic supply chain as our primary environmental assessment tool in 2015. In addition, we
are actively involved in and are part of various working groups for the verification protocol
and Facility Environment Module 3.0 (FEM 3.0) development. We believe the FEM 3.0 will
help support convergence and consistency in supply chain evaluations by integrating various
monitoring tools into a single source.

In addition, the adidas Group continued to use the ‘Higg 2.0 Index Brand Modules’ to assess
its own sustainability level in 2015. We are a regular and active participant in the ‘Higg 2.0
Index Product Module’ development known as the Design and Development Module (DDM]). In
2015, we actively contributed to piloting the DDM to assess the sustainability of our products
using this standardised approach. We are also actively contributing to the development of
the Materials Sustainability Index (MSI) version 2.0 for future synching with our materials
systems.

Our collaboration with the SAC also applies to our commitment to pilot and contribute to
the European Union’s Product Environmental Footprint (PEF) initiative, which will be used
in 2016 to assess the environmental footprint of a selected set of footwear products across
their full life cycle and test the communication of this information to consumers in real retail
store environments. The feedback on this EU PEF Pilot will be used to further drive the
development of the Higg Index for products.

Establish full traceability of
more sustainable materials
(apparel products).

LARGELY ACHIEVED

In 2015, Sustainable Material Tracking Tool (SMTT) reporting and functional enhancements
were completed and SMTT Version 2.0 was rolled out successfully. In addition, operational
refresher courses were conducted within the adidas Group as well as the supplier base to
deal with minor issues due to system inaccuracies. The SMTT tool is running effectively to
support the traceability needs of our supply base.
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COLLABORATION MEETS TRANSPARENCY MEETS RESPONSIBILITY:
HOW WE TACKLE OUR CHEMICAL FOOTPRINT

On the way to 2020: successful Green Company

programme enters next phase

Our efforts to green our supply chain rank very high in China
Making energy efficiency more efficient: Maersk Line

and adidas Group partner to reduce carbon footprint

2015 target evaluation
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The main goalis clear: we strive to continuously reduce our
footprint at our own sites and all across our supply chain
while creating the best for the athlete. When it comes to
our chemical footprint, the management of chemicals in
multi-tiered supply chains is a complex challenge, one
that requires many actors to play a role in achieving ef-
fective and sustainable solutions. For years, we have
been running leadership programmes that address this
topic within our area of direct influence. In 2015, we fur-
ther strengthened our efforts beyond our direct partners
through unique collaborations that allow us to drive fur-
ther significant change in the industry.

We understand that we are much stronger when we team
up. For this reason, just like with most initiatives and pro-
grammes as part of our sustainability work, we promote
an open collaboration with stakeholders, partners and
other companies to create the necessary positive change
to the industry. A key milestone in 2015 came to life in
Taiwan, where we co-hosted the public-facing ‘Chemi-
cal Management Summit’ together with other companies
in the textile industry and our partner bluesign® technol-
ogies, a world-leading provider of assessment tools for
positive chemistry in the textile industry. Colleagues of
our Brand Operations, Material Sourcing, Social & En-
vironmental Affairs (SEA) and Global Operations strate-
gy teams confirmed the current chemical management
roadmap including joint goals of increased transparency
and how to improve the chemical footprint in our supply
chain. At the same time, the participants also shared best
practices and set action plans for the future. The over-
whelming positive feedback and contributions we received
from the close to 200 participants showed that there is
a clear understanding of the chemical management pro-
gramme, our targets and expectations in our supply chain
as well as the agreement that further change is required.
More importantly, our innovative partners will support
this change and take responsibility for their role in the val-
ue chain. We are doing the same with regard to chemical
management by moving our attention beyond the partners
we hold a direct relationship with.

One example is our innovative collaboration with our
chemical supplier Huntsman Textile Effects, a leading
global provider of high-quality dyes and chemicals with
strong expertise globally, thanks to their local technical
service teams. This new partnership has already result-
ed in some very practical tools, including the Chemical
Management Guideline (CMG], a new and innovative ca-
pacity-building programme for suppliers. To familiarise
with this tool, over 450 people at 30 of our strategic ap-
parel suppliers in five countries received the CMG's train-
ing. Firstly, to strengthen their overall knowledge on how
to record, understand and monitor the chemical invento-
ry as well as the safe handling of the chemical products
from storage to use and, ultimately, disposal. Secondly,

they were to cascade this knowledge to their internal col-
leagues for an important and efficient multiplier effect.
The chemical inventory of these suppliers, who produce
more than 90% of our apparel material volume, was re-
corded twice in 2015 in order to monitor the progress.

To support these efforts we welcomed more than a dozen
new members to our team in 2015, thus creating an even
stronger and highly specialised cross-functional group that
drives the chemical management programme in a holistic
and innovative way. With different backgrounds in research
and development, sourcing, supplier monitoring and envi-
ronmental assessment of chemistry, one of the priorities
of our new colleagues was to create further transparen-
cy in our supply chain in order to better understand where
and for what purpose chemicals are used. They also helped
us to further deepen our chemical expertise, educated our
product creation teams to ensure they are creating prod-
ucts in such a way that the right chemicals can be selected
and strengthened our research capacities in finding alterna-
tives that meet our high performance and quality standards.

»0ur collaboration with
the adidas Group is a role
model of an effective col-
laboration between two
innovative companies. We
created a simple tool tai-
lored to the end users - in
this case, the workers at
the mill - and therefore
were able to create a huge
impact in a short time.«

PETER GREGORY
Marketing Director Sustainability
Huntsman Textile Effects

Chemical management is without a doubt a major top-
ic within our industry and one we will continue to tackle
and strive to improve upon. The combination of our col-
laborative initiatives, a transparent reporting structure and
our on-going effort to improve our chemical footprint all
across the supply chain has enabled us to exceed our 2015
targets, a result we are extremely proud of. As a major
player in the sporting goods industry, we will continue to
fulfil our role as an industry leader and will stay commit-
ted to drive change in the
entire footwear and ap-
parel industry.

Read more about our Chemical
Management programme on our
website.
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ON THE WAY ENERGY

TO 2020: TARGET

SUCCESSFUL - -
GREEN  COMPANY

PROGRAMME
ENTERS NEXT PHASE .
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http://www.adidas-group.com/en/sustainability/planet/climate-change/

OUR

EFFORTS
10 GREEN
OUR SUPPLY
CHAIN RANK
VERY HIGH

IN CHINA

Over the past few years, we have been
working closely with the Institute of
Public & Environmental Affairs (IPE),
the Beijing-based non-governmental
organisation which supports our efforts
to improve the monitoring of our supply
chain performance in China. As soon as
we are notified of a supplier’s environ-
mental violation, we use our in-house
environmental experts to investigate
and drive continuous improvement of
the issue. At the same time, we are
committed to delivering full transpar-
ency of our suppliers” hazardous chem-
ical use, emissions and wastewater
discharges. We are proud to see that
50% of our total material supply chain
by volume has disclosed their waste-
water data on the IPE platform by now.

In 2015, our increased disclosure prac-
tices have been officially recognised:
The adidas Group ranks first in the tex-
tile sector and second overall out of 167
companies across industries evaluat-
ed in the Corporate Information Trans-
parency Index (CITI). Created by the
IPE in close cooperation with the US-
based environmental non-governmen-
tal organisation, the Natural Resourc-
es Defense Council (NRDC), the index
rates the performance of international
brands in managing environmental im-
pacts of manufacturing operations in
China and identifies environmental is-
sues within their supply chain.

This external recognition confirms our
path towards a green supply chain in
China, our biggest sourcing country in
the world, and our continuous efforts to
drive improvement across the industry
overall.

»The adidas Group and
Maersk Line share aspirations
for sustainable and profi-
table growth. Partnering
with the adidas Group on this
journey is a milestone and
we are happy to contribute to
the adidas Group’s ambitious
climate change agenda.

With this, we demonstrate
that responsible business

is good business.K

MADS STENSEN
Senior Global Advisor
Sustainability — Maersk Line

MAKING ENERGY EFFICIENCY
MORE EFFICIENT:

MAERSK LINE
& ADIDAS
GROUP
PARTNER  TO
REDUCE
CARBON
FOOTPRINT

Creating responsibly is more often than
not a true team effort. We work with
many business partners across various
industries to, for example, promote fair,
safe and healthy working conditions or
improve our carbon footprint.

One of these partners is Maersk Line.
The world’s largest shipping company
is an important strategic transporta-
tion and logistics partner for the adidas
Group, accounting for roughly 40% of
our inbound logistics.

More than 90% of the world’s interna-
tional trade travels by sea. This is good
news for the environment as shipping is
already by far the most energy efficient
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and least polluting way of moving goods
across long distances. Nevertheless,
Maersk Line constantly seeks out differ-
ent innovative and commercially viable
ways to further reduce its environmen-
tal footprint, including but not limited
to COy. After having reduced absolute
emissions by 30% while growing vol-
umes by 40% since 2007, hence effec-
tively decoupling CO2 impact from their
business growth, Maersk Line has set
ambitious targets for 2020: Their aim to
reduce CO2 emission by 60% per con-
tainer moved makes them also part of
the solution to mitigate climate change.

As one of the leading players in cut-
ting CO2 emissions, Maersk Line helps
us to reduce our carbon footprint as
well. Thanks to their strong efforts, the
average CO; footprint of one adidas con-
tainer shipped by Maersk Line has been
reduced by 47% from 2010 to 2015. Ac-
cording to data from the Clean Cargo
Working Group, for 2015 alone the re-
duction is more than 25% lower than if
the shipments had been transported by
an industry average shipping line on the
same trade route.

This effort makes them a role model
for a reliable and responsible business
partner with an exceptional environ-
mental programme supporting usin re-
ducing our carbon footprint.




2015 TARGETS

EVALUATION

Drive solutions for sound chem-
ical management in the global
supply chain.

(a) PFC-free: research, trial and
start to implement environ-
mentally sound PFC alterna-
tives.

Bluesign: achieve bluesign®
approval for 50% of all dyes,
and 10% of all auxiliaries,
used in apparel. Auxiliaries,
as their name indicates, are
chemicals used to support
the production process but
which do not add a function
to the product.

Disclosure: disclose 50% of
all ‘wet processes’ across
our global supply chain on
the IPE platform.

(b

(c

FULLY ACHIEVED

After successfully phasing out all long-chain fluorinated chemicals in 2014, we made
major progress on our path to phase out PFCs in 2015. Additional resources to our team
strengthened our chemical expertise and capacities in finding alternatives that still meet
our high performance and quality standards. We conducted extensive testing in labs as
well as in an actual sporting environment for alternatives and substitutes existing in the
market and continued to explore formulations still in a R&D phase in close collaboration
with leading chemical companies. As a next step, we have committed to be PFC free by
no later than December 31, 2017.

FULLY ACHIEVED

In 2015, we further strengthened our focus on chemical input management. As part of
our partnership with bluesign® technologies, we recorded the chemical inventory of our
strategic apparel material suppliers and started to set targets for the use of bluesign®
approved chemicals. Suppliers actually exceeded this target: now 65% of dyestuffs and
25% of auxiliaries are bluesign® approved.

FULLY ACHIEVED

At the end of 2015, we achieved 50% disclosure across our global supply chain on the IPE
platform. This means that 50% of our global wet processes by volume across footwear,
apparel and accessories and gear are disclosed on the IPE platform. The suppliers
disclosed on IPE are located in China, Vietnam, Taiwan, Thailand, Cambodia, Indonesia,
India, Pakistan, Korea, Japan and Turkey.

(a

(b

(c

Implement Green Design re-
quirements for new buildings at
suppliers.

FULLY ACHIEVED

The target was already fully achieved in 2013 with the development of case studies
highlighting the adoption of green building design practices that were shared among other
factories in the supply chain.

Green Company Initiative tar-

gets (own operations):

(a) 30% relative reduction in
carbon emissions.

(b) 20% water savings/em-
ployee.

(c) 25% waste reduction/em-
ployee.

FULLY ACHIEVED

(a] We fully achieved our 2015 target of reducing carbon emissions by 30% per square metre.
FULLY ACHIEVED

(b) With water savings of 28% per employee, we have well exceeded our targeted savings of
20%.
FULLY ACHIEVED

(c) Our overall household waste volume per employee was reduced by 27%, exceeding our
targeted reduction of 25%.

Reduce the environmental foot-

print of IT infrastructure by 20%

(a) 80% of all PCs to have ‘green’
power management options

(b) 30% reduction in PC energy
consumption

(c) Virtualisation of servers and
data centre consolidation

Inadditiontothe 2015 overalltargets, the followinginitiativeswere successfullyimplemented:

— Green Printing introduced in Europe

— Continuous improvement in energy efficiency at headquarters data centre e.g. cold/hot
aisle

FULLY ACHIEVED

(a) Thanks to several functions such as screensaver disable function, automatic display turn
off after 10 minutes and automatic computer go to sleep after 30 minutes.
FULLY ACHIEVED

(b) From 2010-2015 the energy consumption of PCs used at the adidas Group went down by
29% despite the fact that the total number of PCs increased by 10%.
FULLY ACHIEVED

(c) As of the end of 2015, virtualisation of servers is standard within the adidas Group. Our
three global data centres achieved a best practice Virtualisation rate of 80+%.
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2015 TARGETS EVALUATION

ments to selected supplier Since 2011, we have extended the environmental assessment programme coverage of
groups and achieve a 30% im- strategic suppliers by 60%. Their overall performance shows a steady improvement and as

Extend environmental assess- " LARGELY ACHIEVED

provement in average KPI for a result a total of 81% factories achieved ‘good’ environmental performance (3E) or better.
selected suppliers based on During 2015, 69% of strategic suppliers fully achieved a 30% improvement in average E-KPI
2011 baseline. based on the 2011 baseline.

10-15% by product output at Since 2011, 63% of all strategic suppliers have fully achieved the minimum of 10% reduction.

strategic suppliers. Energy saving is and remains a key priority in our strategic sustainability plan. We initiated
the roll out of our sub-metering plan in 2015, which will continue in 2016 with emphasis on
identifying high consumption areas.

Reduce energy consumption by " LARGELY ACHIEVED

Green Company Initiative tar- LARGELY ACHIEVED

gets (own operations): (d) We achieved energy savings at our corporate sites leading to a reduction of our energy
(d) 20% relative reduction in consumption of 15% per square metre. Our increased eCommerce business and growing
energy consumption. number of employees have influenced energy savings per square metre at our distri-
(e) 50% paper reduction/em- bution centres and administration offices.
ployee LARGELY ACHIEVED
(e) Intotal a reduction of 38% of paper per employee was achieved by the group of reporting
sites including administration offices, own production sites and distribution centres.
Whereasouradministration offices exceeded the 2015targetto cut our paper consumption
per employee by 50%, the increased amount of products handled at our distribution
centres continues to be a challenge to reducing our overall paper consumption.
Reduce the environmental foot- ‘ LARGELY ACHIEVED
print of IT infrastructure by 20% (d) This was achieved for the data centre and Client Request for Proposals, for smaller

(d) 100% of requests for pro- hardware types e.g. routers, switches in preparation.
posal to evaluate ‘green’
performance of possible
vendors
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When it comes to partnerships, we rely on open and trans-
parent communication between all parties to create pos-
itive change along our supply chain. A challenge that is
harder when certain products are made under license,
which means that a licensee has the direct relationship
with a supplier and not us. While we regularly audit our
licensee factories to ensure compliance with our Work-
place Standards, we went one step further in 2015 and
started evaluating the responsible sourcing practices of
our licensees as their own practices can also contribute
to persistent code violations influencing workplace con-
ditions and workers’ wellbeing in the factories. This has
made us one of the first companies to implement the re-
sponsible sourcing concept.

Our key priority to ensure that even those suppliers we
do not have a direct relationship with comply with our
Workplace Standards is an ongoing effort. In 2009, we
already used our engagement with the licensees to de-
velop a Strategic Compliance Plan (SCP) and Report Card
Process, which help the licensees to integrate compli-
ance into their daily performance and us to evaluate it
accordingly. To measure our progress we have set a clear
target for 2015. It states that report cards for all eligible
business entities (BE) managing our indirect suppliers
have to achieve an average performance rating of 70% or
higher. Our efforts were rewarded as this target was ex-
ceeded with an average performance rating of 72% as of
the end of 2015. This showed that BEs managed to embed
compliance into their daily practice more effectively. At
the same time, three of our BEs achieved an overall score
of more than 80%, demonstrating that they made strong
progress in managing their supply chain responsibly.

Our key priority to ensure
that even those suppliers we
do not have a direct relation-
ship with comply with our
Workplace Standards is an
ongoing effort. In 2009, we
already used our engagement
with the licensees to develop
a Strategic Compliance Plan
and Report Card Process,
which help the licensees to
integrate compliance into
their daily performance and
us to evaluate it accordingly.

Based on our belief that a
licensee’s sound internal
sourcing policy and proce-
dures are essential for a
suppliers” workplace con-
ditions and workers” well-
being, the process saw fur-
ther improvement in 2015
when we integrated a con-
cept called ‘Responsible
Sourcing” into our licen-
sees’ SCP. Inaccurate plan-
ning and forecasting, inad-
equate costing approaches
or orders above the facto-
ries’ capacity are just some
examples of licensees’ sourcing practices that can force
suppliers to unintentionally follow practices that do not
comply with our Workplace Standards. The new approach
asks licensees to acknowledge and mitigate the nega-
tive impacts of their sourcing practices on supplier’s and
their workers, to review their practices and develop their
own policy.

The new approach
asks licensees to
acknowledge and
mitigate the nega-
tive impacts of their
sourcing practic-

es on suppliers and
their workers, to
review their practic-
es and develop their
own policy.

In more detail, the ‘Responsible Sourcing’ concept out-
lines that licensees seek long-term and mutually bene-
ficial relationships with their suppliers that are based on
a constructive and two-way dialogue, train their staff ef-
ficiently on their policy, make sure that departments and
individuals are held accountable, engage in an effective
internal and external dialogue and recognise those sup-
pliers with high performance. Overall, licensees and sup-
pliers have to work together to ensure that a licensee’s
sourcing decision and actions do not harm the workers
making our products or impact the supplier’s ability to ad-
here to our Workplace Standards.

In order to familiarise our licensees with the new ap-
proach, we provided special training to some of them in
2015. We supported them in developing and improving
theirinternal responsible sourcing policy and related pro-
cedures, training their relevant staff and providing effec-
tive communication channels between their sourcing and
planning departments and their compliance team. We will
expand these training sessions to the majority of our li-
censees in 2016.

We believe that with this integrated approach on Respon-
sible Sourcing, licensees will start evaluating their in-
ternal policy and practices to avoid causing any negative
impacts with their own practices and improve the work-
ing conditions and workers’ wellbeing together with their
suppliers.

Read more about our supply chain
management on our website.
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THROUGH SPORT
WE HAVE THE POWER TO
CHANGE LIVES:

UsS
TOGETHER
FOR
REFUGEES

When the refugee crisis hit the glob-
al news outlets in 2015, it was hardly
the beginning but rather a development
that had been going on for years.

The adidas Group has been involved
in refugee initiatives for many years.
We focus on areas that we can im-
pact in a meaningful way. Our overall
approach to support refugees follows
our three-pillar model that is based on
humanitarian aid, close collaboration
with public authorities and external
partners as well as volunteers, and the
development of possible employment
integration.

For example, we recently joined the
business-driven integration initiative
‘Wir zusammen’ (engl: us together] in
Germany to drive long-term projects
that aim to help refugees find their

place in society. On top of our mone-
tary donations, we encourage our em-
ployees to bring this initiative to life by
organising and joining regular sport-
ing events and other charitable efforts
to support and integrate refugees into
society. This includes employees re-
ceiving three additional vacation days
on top as a reward and motivation to
support these activities. In addition, we
are offering a number of short-term in-
ternships to 30 refugees to get an in-
sightinto our business, retail and logis-
tics endeavours. This will support their
integration into the European business
environment that will be key for their
future life.

On a global level, we have been working
with the non-governmental organisa-
tion ‘Luftfahrt ohne Grenzen’' ('Wings of
Help’) since 2012 to provide and donate
products to refugee camps in Syria and
Turkey on a regular basis. We also react
to current events: when the situation in
Europe - especially in Germany - be-
came more and more dramatic in 2015,
the Executive Board decided to donate
€ 500,000 on top of our regular donations
to several initiatives and programmes.
This includes the SOS Children’s Vil-
lages, the refugee aid programme in
our hometown Herzogenaurach as well
as needs-based donations to support
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»GERMANY IS
A BEAUTIFUL,
COSMOPOLITAN
AND PROSPER -
OUS COUNTRY.

We should welcome people
who come to us fleeing

from suffering. We are con-
vinced that sport has the
power to change lives, hence
we accept the challenge

to help refugees integrate
into society through sports.«

BMERBERT HAINER
CEO of the adidas Group

our own company-driven refugee aid
activities.

In addition to mere financial and prod-
uct donations, we have also taken a
stand on the refugee situation in Turkey
where refugees are looking for work
without proper ID cards, passports
and work permits and are struggling
to find meaningful officially registered
and insured employment. In order to
address the useful work integration of
refugees and create a legal basis for
employment and sustainable improve-
ment of the refugees’ situation, we
joined other member brands of the Fair
Labor Association (FLAJ, Ethical Trad-
ing Initiative and Fair Wear Foundation
and co-signed a letter to the Turkish
Prime Minister to regularise employ-
ment for Syrian workers in September.
We were happy to see that the Turkish
government published the 'Regulation
on Work Permits of Foreigners Under
Temporary Protection” in January 2016,
allowing many of the 2.5 million Syrian
refugees to apply for work permits.

Based on the belief that we have the
power to change lives through sport,
these examples show our efforts
to create positive change where we
can and provide support wherever
possible.




installation, none of these are deemed

sprinklers as well as electrical cable
as high-risk issues and no major

issues were reported after the Struc-

tural Safety Assessment.

In support, a recent survey conduct-
ed by the Accord team showed that the

CAPs are mostly on track in all of our
factories, with only a few being behind

schedule. However, thisis due mostly to

technical and procurement challenges,
which need approval from the Accord

team and take time, and are not caused

by a lack of commitment. Our SEA team
will continue to ensure that the reme-

diation efforts with regard to fire and

electrical safety are properly executed,
further improving the safety standards

for the workers in Bangladesh.

accounts for a very small volume of our
global production, we saw great value

in joining the Accord and did not hesi-

tate to follow the Accord’s recommen-

dation to be the "lead brand’ for all four
supplier factories’ remediation efforts.

cial and Environmental Affairs (SEA]
team engaged closely with the respec-
tive factory managements and the Ac-
cord engineering team to ensure that
all Corrective Action Plans [CAPs) are
being executed properly and on time.
The team also made several follow

up

visits to the factories in 2015 to check
on the remediation status and pro-

vide advice where necessary. While

there are several common non-com-

pliance issues relating to fire doors or

IMPROVING
SAFETY STAN-
DARDS

FOR WORKERS | 4 vt of oo commiment, our so-

BANG -

The signing of the Bangladesh Accord
on Fire and Building Safety in 2013

an

independent, legally binding agree-

ment between brands and trade unions,

was a major milestone to work towards

a safe and healthy garment industry

in Bangladesh. While the country only
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FAST FACTS

HIGHLIGHTS 2015

On December 31, 2015, the adidas Group had 55,555 em-
ployees versus 53,731 in the previous year, which repre-
sents an increase of 3%.

ASSEQEES{Q)

Social compliance ratings show that 69% of our direct sup-
pliers were assessed as ‘good’ (3C) or better.

1,255 factory visits were undertaken at different levels in
our supply chain, and 120 training sessions were conducted
with almost 2,000 participants attending.

©

At the end of 2015, we worked with 1,079 independent fac-
tories in 61 countries.

ENVIRONMENTAL
COMPLIANCE

PROGRAMME

For suppliers covered by our environmental compliance
programme, a steady improvement was been seen across
all sub-sections of the environmental key performance in-
dicators from 2012 to 2015.
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Key results of our 2015 Green Company targets show that we
have achieved water savings per employee of 28%, a reduc-
tion of household waste volume per employee by 27% and
areduction of carbon emissions by 30% per square metre.

40 WARNING LETTERS
ACROGSS 10 COUNTRIES

40 warning letters across 10 countries were issued to
suppliers.

FACTORIES REJECTED
IOI DIRECTLY OR REJECTED

WITH A SECOND VISIT
During 2015, 101 factories were either rejected directly af-
ter an initial assessment due to the identification of zero
tolerance issues, or were ‘rejected with a second visit’.

Our athletic footwear sup-
pliers have reduced the use
of Volatile Organic Com-
pounds (VOCs) to below the
EU guideline of 20 grams
per pair of shoes. In 2015, we
achieved an all-time low of

15.6 grams of VOCs per pair.

S

ATHLETIC FOOTWEAR
SUPPLIERS

CERTIFIED IN ACCORDANCE
WITH 1SO14001/OHSAS 18001

31 athletic footwear suppliers, producing around 98% of
our global athletic footwear sourcing volume, are certified
in accordance with I1SO 14001 and/or OHSAS 18001.

O
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At the end of 2015, we worked with 1,079 independent factories which manufacture
adidas Group products in 61 countries. 65% of the factories are located in the Asia
Pacific region, 25% in the Americas and 10% in Europe, Middle East and Africa
(EMEA).

In the course of any calendar year there have been notable changes in the number of
supplier factories we work with, as suppliers are added or removed. This is because
business entities are created, bought or sold by the adidas Group, or intermediaries - such
as agents - are hired or their services are terminated. The data we are reporting here is a
snapshotin time capturing the situation at the end of twelve months of these movements.
Data is presented on a year-on-year basis, as at December 31st.

Asia Americas EMEA Total
1,400
1214
1,200 1133 4 079
1,000
810
800 725498
600
400 241 260 276
200 163148 405
0
2013 2014 2015
10
65% Asia
25 25% Americas
65 10% EMEA

The total number of factories we worked with in 2015 decreased by 5% compared
to the previous year.

2015 saw a further reduction in the number of suppliers making products in China.
Supplier numbers in India also declined as a result of local sourcing integration, which
is driving greater consolidation. As newly developing sourcing location, the number of
factories in Myanmar expanded further and more factories were added to the supply
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chain in Cambodia, Pakistan and Vietnam. Overall supplier numbers in EMEA continued
to decline, with a significant reduction in local sourcing activities in the United Kingdom
and a further reduction in factories producing in Turkey. The number of factories in the
Americas increased slightly due to the onboarding of new US embellishers.

Please note that the adidas Group updates its global supplier lists (including its primary
suppliers, subcontractors and licensees] twice a year on our website.

NUMBER OF SUPPLIER FACTORIES PER COUNTRY

2015 2014 2013

Country

Australia _ 2 3
Bangladesh _ 9 4
Cambodia _ 22 25
Chins T 289 o~
India S 5 55
Indonesia _ 62 58
Japan ] 52 o
Korea I ] 9 60
Leos [ 0 2
Malaysia s 2 6
Myanmr s 1 0
Pakistan _ 12 "
Philippines _ 13 17
Singapore [ 1 1
SriLanka B ¢ 6
Taiwan s E J
Thaland ] n 2
Vietnam 80 83
Total Asia 725 810
Argentina _ 21 23
Brazil - 4 9
Canads s 2 %
Chile | 2 2
Calombia | 3 3
Costa Rica _ 1 1
El Salvador _ 3 4
Guatemala _ 6 4
Honduras e 7 5
Mesico | 9 15
Nicaragua s ‘ z
Paraguay B 1 2
United States 133 95
Total Americas _ 260 241
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http://www.adidas-group.com/en/sustainability/supply-chain/supply-chain-structure/

2015 2014 2013

Country

Belgium [ 2 2
Bosnia and Herzegovina _ 1 3
Bulgaria [ 0 1
Czech Republic _ 4 4
Egyp e 2 3
Estonia e 0 1
Finland I 1 1
France e 1 2
Germany T 2 2
Greece e 0 3
Hungary [ 1 1
retand e 1 1
srael I | 1 1
taly ) 16 18
Jordan I | 1 1
Lesatho I | 1 1
Lithuania _ 1 3
Macedonia _ 1 1
Mauritius _ 3 2
Moldova I | 1 1
Netherlands _ 2 1
Poland I | 2 3
Portugal s 7 ¢
Romania I | 1 2
Russi e 0 1
Slovakia I | 2 2
Slovenia [ 2 3
South Africa _ 7 7
Spain || g ;
Sweden s : g
Switzerland _ 3 3
Tuisia s 3 2
Turkey s 2 15
Uiraine s 3 2
United Kingdom 24 26
Total EMEA 148 163
Total Asia _ 725 810
Total Americas _ 260 241
Total EMEA 148 163
Total 1,133 1,214

1 Independent supplier production sites of the adidas Group, excluding licensee factories and own production sites.
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ADIDAS GROUP LICENSEES

At the end of 2015, the adidas Group worked with 60 licensees whose suppliers
manufactured products in 384 factories across 49 countries.

As shown in the table below, there was a significant change in adidas Group’s external
licensing footprint compared to the previous year. The total number of licensees
decreased by 10% and their supplier factories by 14%. This is mainly due to the removal
of Rockport licensees after the sale of the Rockport brand in 2015.

ADIDAS GROUP LICENSEES
2015 2014 2013
Licensees e 7 7
Factories producing for licensees' _ 448 401
Production countries _ 49 50

1 This may include factories that produce for both the adidas Group directly and for licensees/agents.

ADIDAS AND REEBOK LICENSEES DIVIDED BY PRODUCT RANGE IN 2015

o

55% Apparel
35% Hardware
5% Glasses
2% Cosmetics
2% Watches
1% Footwear
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AUDITS AND TRAINING

NUMBER OF FACTORY AUDITS/VISITS AND TRAINING SESSIONS
During 2015, 1,255 factory visits (including 1,135 factory audits) were undertaken.
These visits involved various types of audits, training sessions, Strategic Compliance
Plan discussions, project works and meetings with factory management on high priority
issues at different levels in our supply chain. The SEA team conducted 120 training

sessions and workshops for suppliers, licensees, workers and adidas Group employees.

NUMBER OF FACTORY AUDITS/VISITS AND TRAINING SESSIONS'

2013 2014 2015

1,600 —— 1,489
1,400 —— 1,320
1,200 ——

1,255

1,000 ——
800 ——
600 ——
400 ——
200 —— — 148 — 131 — 120

: I o

Factory visits (audits + trainings) B8 Training sessions

1 Includes multiple audits/visits to the same factory conducted by the adidas Group SEA team and external monitors, but excludes FLA audits. Includes
audits in licensee factories; visits involving management and worker interviews, document review, facility inspections and training on-site.
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Overall, the number of training sessions conducted in 2015 declined slightly
compared to the previous year, although almost 2,000 people still attended training
sessions. The training offered in each region covered basic, as well as long-term,
strategic topics.

There were two reasons for the drop in the total number of training sessions: firstly,
group training sessions especially related to sustainability training topics partly replaced
individual ones (i.e. for more than one supplier]. This offered both higher efficiencies and
opportunities for cross-learning and best practice sharing among suppliers. Secondly,
fewer fundamental training sessions were held since there were fewer factories to
onboard.

Region Fundamental? Performance? Sustainability Total

2015 2014 2013 2015 2014 2013 2015 2014 2013 2015 2014 2013
Asia 32 26 35 43 30 18 19 41 38 94 97 N
Americas 15 25 42 0 0 1 8 7 7 23 32 50
EMEA 0 0 5 1 1 2 2 1 0 3 2 7
Total 47 51 82 44 31 21 29 49 45 120 131 148

1 Training sessions conducted for suppliers, workers, licensees, agents and adidas Group employees.

2 Fundamental training covers: Workplace Standards & SEA introduction; FFC training; SEA policies & SOPs.

3 Performance training covers: Specific labour, health, safety and environmental issues.

4 Sustainability training covers: Sustainable compliance guideline & KPI improvement; Factory Self-Audits (factory internal audits).
5 In 2015, 1,966 people participated in these training sessions.

24 .
39 39% Fundamental
37% Performance
24% Sustainability
37

65



In 2015, the SEA team conducted 1,135 social compliance and environmental audits,
using in-house technical staff as well as external third party monitors, commissioned
by adidas Group business entities and licensees.

The total number of initial assessments - the first approval stage for new entry
factories - decreased slightly by 7% compared to 2014. Performance audits for our
established suppliers showed a decline of 4%, reflecting the decline in the number of
suppliers as well as the increase in the number of suppliers that moved to self-governing
compliance activities, including auditing. The total number of environmental audits fell
slightly by 3% compared to the previous year. Specific chemical management audits
form part of the environmental audits and have been undertaken as well. In addition to
these audits, compliance staff conducted multiple supplier site visits to discuss specific
remedial issues, to follow up project work or to conduct training sessions.

There were a total of 285 initial assessments (including initial assessment follow-ups),
72% of which were undertaken in Asia, with China accounting for 48% of all assessments
conducted. Overall, 49% of all candidate factories were either rejected outright or
were rejected for failure to remediate threshold issues in a timely manner. For further
information, please see data on

Region Initial Assessment' Performance Audit? Environmental Audits? Total

2015 2014 2013 2015 2014 2013 2015 2014 2013 2015 2014 2013
Asia 206 226 296 576 618 699 131 140 142 913 984 1,137
Americas 40 58 38 100 85 76 0 0 2 140 143 116
EMEA 39 21 36 36 42 52 7 3 5 82 66 93
Total* 285 305 370 712 745 827 138 143 149 | 1,135 1,193 1,346

1 Every new supplier factory has to pass an initial assessment to prove compliance with the Workplace Standards before an order is placed. The data
includes both ‘initial assessments’ and ‘initial assessment follow-ups’.

2 Audits conducted in approved supplier factories.

3 Includes HIGG audits, specific Chemical Management audits and environmental audits.

4 Includes audits done in licensee factories. In addition, there was a considerable number of full environmental assessments conducted for selected
suppliers in Asia.
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A total of 49% (2014: 47%]) of all active suppliers were audited in 2015. 'High-risk’
countries in Asia’, the major sourcing region of the adidas Group, received extensive
monitoring in 2015 with an audit coverage that was close to 59%. It is important to mention
that our compliance database also includes suppliers located in ‘low-risk’ countries as
well as suppliers designated as ‘low priority’, mainly referring to subcontractors making
non-core components for a finished product. While we include these types of suppliers in
our database to achieve greater visibility of our supply chain, they are currently excluded
from our monitoring activities. Consequently, audit coverage would be higher if only
high-risk countries were taken into consideration.

Our monitoring programme is characterised by a risk management approach, which
means that we do not envisage 100% audit coverage in every country where our factories
are located. Although there has been a decline in audit coverage in some countries, the
intensity of engagement with factories has increased, particularly in respect of those
suppliers with problematic or open threshold issues, or those in need of support to
improve their management systems.

2013 2014 2015
1,600
1,346
LTI o
1200 e o
. *
800
6ﬁ0 619 611
666 ¥ -
400
574 52

@ SEA Team External Monitor 4 Total

1 High-risk countries in Asia include China, Hong Kong, Macao, Vietnam, Bangladesh, Cambodia, India, Indonesia, Laos, Madagascar, Malaysia, Mauritius,
Myanmar, Pakistan, Philippines, Singapore, Sri Lanka, Thailand.
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INITIAL ASSESSMENTS BY COUNTRY''

2015 2014 2013
Country
Bangladesh _ 5 3
Cambodia _ 1" 31
China Y ” a7
Hong Kong ] 0 1
incia o 18 %
Indonesia _ 12 13
Japan s 1 1
Laos [ 0 0
Myanmr e ‘ 0
Pakiston ) 2 2
Philippines _ 1 3
Singapore [ 0 0
SriLanka | 0 :
Taiwan ] 1 0
Thailand s : 7
Vietnam 23 38
Asia Total _ 226 296
Argentina . g :
Brazil | L 13
Canads B 0 1
Calombia B 0 1
Costa Rica _ 1 1
Dom. Republic _ 1 0
El Salvador _ 0 4
Guatemala _ 7 2
Honduras | — 2 ‘
Mesico | 6 7
Nicaragua | — 3 0
Paraguay I 0 1
United States 3 0
Americas Total _ 58 38
Egyp . 3 g
Georgia || 0 1
Kenya I 0 ‘
Lesotho I 1 2
Mauritius | 1 )
Morocco | 0 0
Portugal I 0 1
Romania R 0 1
Russia [ 1 0
South Africa _ 2 4
Tunisa R 0 2
Turkey I 12 13
Ukraine 1 1

1 Independent supplier production sites of the adidas Group, excluding licensee factories and own production sites.
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NUMBER OF AUDITS CONDUCTED IN LICENSEE FACTORIES

The number of audits in factories manufacturing goods for licensees has decreased
in line with the fall in the number of licensees and their suppliers.

Please note that the table below includes factories that are shared by the adidas Group
and licensees and can list audits that are undertaken in adidas Group factories as well.

NUMBER OF AUDITS CONDUCTED IN LICENSEE FACTORIES'

Region Initial Assessment ? Performance Audit * Environmental Audits * Total

2015 2014 2013 2015 2014 2013 2015 2014 2013 2015 2014 2013

Asia - 76 73 185 187 - 23 14 284 274

Americas - 8 9 21 16

EMEA 1 4 16 15 3 1 20 20
Total 85 86 222 218 26 15 333 319

1 This may include factories that produce both for the adidas Group directly and for licensees/agents.

2 Every new factory has to pass an initial assessment to prove compliance with the Workplace Standards before an order is placed.
3 Audits conducted in approved factories.

4 Includes HIGG audits, environmental audits and Chemical Management audits.

NUMBER OF AUDITS INLICENSEE FACTORIES BY REGION

Asia Americas EMEA

- 25— 29 — 32 20 20 23
[ |

2013 2014 [ 2015

NUMBER OF AUDITS INLICENSEEFACTORIES BY AUDIT TYPE

Inilal Assessments Performance Audits Environmental Audits Total

400
350 319 3B g
300 -

200 — —
150 — —

8 8 |
100 85 o6

0 | |

2013 2014 [N 2015
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Our suppliers are evaluated against a number of critical compliance issues. While
zero tolerance issues - such as forced labour practices - immediately disqualify
a factory from further consideration, threshold issues trigger rejection at new
factories, but can be addressed in a specified timeframe at existing factories.
The charts in this section illustrate the non-compliances identified during initial
assessments and initial assessment follow-up visits to proposed new factories
in 2015.

The first chart presents the labour-related non-compliances identified in supplier
factories. A supplier must resolve identified issues before it can be accepted into the
adidas Group supply chain. More than two-thirds of the labour-related findings fall
into the top three broad categories: ‘Wages’, ‘Benefits’ and ‘Working Hours/Overtime'.
‘Wages' covers — among other things - policies and practices in the factory for the timely
and full payment of wages, overtime payments and deductions. ‘Benefits’ relates mainly
to policies and practices for benefits, social and medical insurance, leave and public
holidays. ‘Working hours/Overtime’ covers management systems for working hours,
policies and practices, excessive working hours, regular and overtime working hours
as well as rest days.

26% Fair Wages
24% Benefits

20% Working Hours/
Overtime

12
22!

13% General Principle’
6% Disciplinary Practices?
13 3% Freedom of Associalon

2% Child & Juvenile
Labour?®

2% Employment Status
1% Non-Discrimination

24 1% Forced/
Compulsory Labour*

2% Other®

20

General Principle covers company policies, employee handbook, management attitude and transparency, employment contracts and filing systems.
Disciplinary Practices covers disciplinary policy, procedures and recordings, training, effective grievance systems and non-retaliation policy.

Child and Juvenile Labour covers management systems, policies and practices to prevent the employment of child labour and the necessary protections
for juvenile workers, if they are of a legal age to work. The 2% shown here mainly points to the lack of effective management systems to prevent child
labour or effectively manage juvenile labour.

Forced and Compulsory Labour covers management systems to prevent forced and compulsory labour, prison labour, slavery and trafficking, forced
overtime, lack of freedom of movement, retention and documents, recruitments agents and fees.

Other refers to, for example, HR Management and privacy issues.

WN =

~
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Besides identifying non-compliances with our Workplace Standards at factories, the
adidas Group compliance team particularly focuses on the existence and implementation
of management systems on the supplier’s side. The team identifies any gaps in policies
and procedures related to specific areas such as forced labour, child labour, freedom of
association or discrimination. As a result, the percentages shown indicate the systemic
shortcomings of newly proposed suppliers, rather than the confirmed presence of
specific non-compliances, such as child labour etc. For details, see page 70.

The second chart shows the health & safety non-compliances identified in supplier
factories. Fire and electrical safety are critical areas for any potential new supplier and
together accounted for 20% of the non-compliances identified in 2015. The way chemicals
were stored and used, including the presence of banned chemicals, accounted for 15%
of non-conformances reported. A further 17% of the findings related to management
systems, policies and procedures, and specifically a lack of conformance with our
Workplace Standards and expectations for effective health & safety systems, including
the recruitment and retention of qualified safety staff.

17% Fire Safety

17% Management Systems
for Safety & Health

10% Machine
Safety & Noise

8% Chemical Storage

20

3 7% Hazardous Chemicals
in production

7% Architectural
Considerations

5 5% First Aid
3% Sanitation & Hygiene

7 10 3% Electricity &
Electrical Hazards

17

8 3% Dormitory Conditions
20% Other'

1 For example, occupational hazards risks, personal protective equipment, ergonomics and housekeeping.
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We audit our suppliers regularly against our Workplace Standards and rate them
according to their performance. To do so, we have established an innovative way
to rate suppliers on their ability to deliver fair, healthy and environmentally sound
workplace conditions.

In 2015, social compliance ratings show that 69% of our direct suppliers were
assessed as ‘good’ (3C) or better and environmental assessment ratings show that
a total of 81% of factories received ratings as ‘good’ (3E) or better.

SOCIAL COMPLIANCE RATING (C-KPI)

The following table shows the average assessment score by unit of measure for active
suppliers. Each unit of measure is scored out of 100%. We use a parallel system to
measure environmental performance, which is described later. Compared to 2014, the
average score of all C-KPI units of measure increased in 2015.

Generally, newly assessed factories start with a relatively low KPI score and build and
improve their management systems and compliance performance over a period of years.
Despite this, we noticed improvements for all units of measure and the cumulative score
in line with the fall in percentage of 1C and 2C - and increase in percentage of 3C and
4C - factory clusters.

2015 2014 2013
Management commitment and responsiveness 65.27 62.69 58.76
Management systems 67.17 64.83 61.01
Worker-management communication and industrial relations 77.77 75.23 72.80
Compliance training for workers and management 76.99 74.64 70.82
Transparency in communication and reporting 82.22 80.90 78.24
Compliance performance 66.40 65.16 62.39
KPI Cumulative Score 63.84 61.61 58.28

The calculation method was changed in 2012 to better reflect actual supplier performance. Numbers are calculated using the latest KPl assessment
rating of each active supplier.

The bar graph overleaf shows comparable data for the past six years using this rating
classification.

In 2015, the number of 1C category suppliers, which represent the lowest performing
factories with serious issues and very weak commitment to compliance, decreased to 1%
of the KPl-assessed factories. Such factories are given a one-year grace period to move
up a grade or have their services terminated. Since 2013, there has been a focused effort
to improve the 2C factories, which has led to a 13% reduction of suppliers in this category.
In the same time period, the ratio of self-governing factories (4C & 5C] doubled to 26%.

72



For our main production facilities, the number of suppliers achieving 3C was even higher:
69% of our direct suppliers had ratings of 3C or better, which represents an increase of
15% compared to 2013. This means that we have overachieved our 2015 target of 60%
of our direct suppliers achieving 3C or better. It is worth noting that the relative number
of factories subject to C-KPI ratings has remained relatively stable at around 45%
throughout the last three years. Overall, all these factories are performing better. While
part of the influence in that upward movement comes from the suppliers achieving better
scores, especially from the notable move to 4C levels, part of it is through consistently
winnowing out 1C and the lowest performing suppliers from the supply chain.

A parallel environmental KPI tool has been developed for a much smaller pool of selected
Tier 1 manufacturing operations and Tier 2 material suppliers, as described below.

COMPLIANCE RATINGS

There are numerous severe non-compliance issues. There are no compliance
management and compliance practices in place. The factory has been given notice
0-29% that business will be terminated unless there is immediate improvement.

There are some non-compliance issues and no compliance management systems.
30-59% However, there are some effective compliance practices being delivered.

There are minor non-compliance issues. The factory has compliance management
60-79% systems and some effective compliance practices in place.

Generally there are no non-compliance issues. The factory has compliance
80-89% management systems in place, and most of the components are effective.

There are no non-compliance issues and all of the factory’'s management systems
90-100% and practices are well delivered and effective.

DEVELOPMENT BY COMPLIANCE RATINGS [N %

C 2C 3C 4C 5C

[
43 43 41 43

30

2
N | | ;9 10 -
3 3 2 1243&&

2010 2011 2012 2013 [0 2014 [ 2015

73



ENVIRONMENTAL COMPLIANCE RATING (E-KPI)

We adopt a risk-based approach to identify those suppliers that need to be enrolled into
the adidas Group’s environmental programme. Instead of covering 100% of the supply
chain, we focus our efforts on those suppliers with potentially high environmental risks
and those that represent a significant production volume for the Group.

To evaluate these suppliers’ environmental performance, we have developed the
E-KPI rating, which uses the same approach and methodology as the C-KPI rating for
labour compliance. The following table presents the E-KPI performance results from
2013-2015.

2015 2014 2013
Management systems 56.74 54.50 51.05
Risk compliance 64.98 59.42 61.43
Performance against targets 44.09 39.44 32.64
KPI Cumulative Score 55.23 51.41 48.60

1 Numbers are calculated by using the latest E-KPI assessment rating of each active supplier.

Suppliers covered by our environmental compliance programme have shown a steady
improvement across most sub-sections of the environmental key performance indicators
from 2011 to 2015. In addition, the cumulative E-KPI score increased by almost 7%
compared to 2014, reflecting the effort that has been put into working alongside all
suppliers under coverage to drive continuous improvement in their environmental
performance.

While there was a slight reduction in the total number of factories audited, overall there
has been an upward trend in the E-KPI scores - with previously low-scoring factories
(2E) moving up to higher E-ratings - and a further increase in the number of factories
achieving a 4E score. As a result, a total of 81% of factories were assessed as ‘good’
(3E) or better.

1E 2E 3E 4LE 5E
60 56— 56
50
42 42
40
30 27 25
19
20 13 16
10
S 0 0 o 1 0
0
2013 2014 2015
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In 2015, the Fair Labor Association (FLA) conducted four factory assessments or
remediation verification exercises using the methodology from the Sustainable
Compliance Initiative (SCI).

Since joining the FLAin 1999, more than 300 independent external audits and verification
visits have been conducted at adidas Group suppliers. The number of conventional
independent monitoring visits conducted by FLA accredited monitors has gone down
over the years. This is because of a shift from conventional monitoring activities to
engaging in value-added FLA projects that focus on reducing and eliminating chronic
non-compliance issues or improving monitoring methodologies. One such activity
in 2015 was the launch of the FLA strategic plan to evaluate the compensation code
element in practice at affiliated companies.

In 2015, there were four sustainable compliance initiative (SCI) audits done at factories
in Pakistan, China, Vietnam and Egypt. The remainder of our 2015 audit obligation was
directed to the development and launch of the FLA Fair Compensation strategy. The
implementation of this strategy and the 3-year implementation plan is a requirement
for FLA participating companies and accredited programmes.

In 2016, the FLA will continue to focus on fully implementing the FLA's Core programme,
creating a safe space for thought leadership, improving the representation of its
stakeholder groups and strengthening the organisational foundation. Additionally, the
FLA will explore opportunities for convergence with other multi-stakeholder initiatives
and the work being done to confront the most challenging issues in respect of workers’
rights.

FLA Year Period No. of audits
6th Jan-Dec 2007 15
7th Jan-Dec 2008 19
8th Jan-Dec 2009 16
9th Jan-Dec 2010 16
10th Jan-Dec 2011 12
11th Jan-Dec 2012 16
12th Jan-Dec 2013 n.a.
13th Jan-Dec 2014 16
14th Jan-Dec 2015 4

1 As part of the FLA membership; the numbers include Independent External Verification audits.
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Warning letters are an essential part of our enforcement efforts and are triggered
when we find on-going serious non-compliance issues that need to be addressed by
our suppliers. In 2015, we issued a total of 40 warning letters across 10 countries.

The largest number of warning letters continue to be issued in Asia, where more than
60% of all supplier factories are located. Compared to the previous year, the overall
number of first warning letters decreased significantly by 29%. The total number of
second warnings increased in 2015, with ten letters being issued. Suppliers who receive
second warning letters are only one step away from being notified of possible termination
of the manufacturing agreement and receive focused monitoring by the SEA team. The
number of third warning letters issued to business partners (which result in factory
terminations) went down to zero in 2015. The overall decline of Warning Letters is in
line with the improvement of the KPI scores as Warning Letters significantly reduce a
supplier’s KPI score.

It is difficult to generalise about the grounds for a warning letter as it may be issued
for a single unresolved non-conformance or for multiple breaches of our Standards.
The range of issues that resulted in warning letters in 2015 included poor management
commitment, excessive working hours, non-payment of wages and benefits, poor
electrical, fire or chemical safety, poor communication and transparency problems.

Region 1st Warning 2nd Warning 3rd and final Warning Total
(recommended termination) Warning Letters

2015 2014 2013 2015 2014 2013 2015 2014 2013 2015 2014 2013

Asia 21 37 36 9 1 12 0 20 4 30 58 52
Americas 5] 4 5 1 2 2 0 0 0 6 6 7
EMEA 4 1 6 0 0 1 0 0 0 4 1 7
Total 30 42 47 10 3 15 0 20 4 40 65 66

1 Including warning letters issued by licensees and agents, but excluding warnings to main suppliers for the non-disclosure of subcontractors, which
are issued either directly through business entities, or by the adidas Group legal department where there is a breach of contract obligations under a
manufacturing agreement.

We work closely with our suppliers to help them improve their performance.
However, where we face situations of severe or repeated non-compliance, we can
and do terminate business relationships with suppliers. In 2015, we terminated
agreements with three suppliers for compliance reasons, that were not a result of
warning letters.

We also work closely with the Global Sourcing Organisation and other business entities

to pre-screen potential new suppliers. If our initial assessments uncover threshold or
zero tolerance issues, suppliers are rejected.
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In 2015, initial assessments were conducted in 206 factories. During 2015, 101 factories
were either rejected directly after an initial assessment due to the identification of zero
tolerance issues or were ‘rejected with a second visit’ due to identification of one or more
threshold issues, which means they were rejected but given the chance to remediate
non-compliance issues within a specific timeframe. Overall, the ‘first time rejection rate’
of 49% of all new factories visited was a little higher than the previous year.

In addition to the ‘first time rejection rate’, we also capture the ‘final rejection rate’. This
covers factories directly rejected after the first visit that have no chance of a second visit
as well as factories rejected after being visited a second time. At the end of 2015, we had
a ‘final rejection rate’ of 10%. This shows the importance and impact of pre-approval
screening as well as the effort taken by the suppliers to resolve issues and come into
conformance with our Workplace Standards. The remediation of factory issues is
beneficial for workers as it raises the bar in terms of better and timelier pay, improved
benefits, reduced hours and the legal protection of formal employment contracts as well
as significant improvements in basic health & safety within the workplace.

Supplierswho have thresholdissues (which are serious but ‘correctable’ non-compliances)
are normally given three months to remediate those issues before being re-audited for
final SEA acceptance. As in previous years, China dominated the number of new supplier
initial assessments and corresponding rejection rates were high.

Region 2015 2014 2013
Asia 3 13 6
Americas 0 0 2
EMEA 0 0 1
Global 3 13 9
Region 2015 2014 2013

Total number of

first time rejections’ 101 104 19
First time rejection rate 49% 46% 42%
Total number of

final rejections? 20 23 20
Final rejection rate 10% 10% 7%

1 Factories that were directly rejected after a first visit, i. e. with no chance of being visited a second time, and factories that were rejected after initial
assessments but which were given a chance for a second visit.

2 Factories that were directly rejected after a first visit, i. e. with no chance of being visited a second time, and factories that were rejected after being
visited a second time.
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ENVIRONMENT

CERTIFICATIONS OBTAINED BY ATHLETIC FOOTWEAR SUPPLIER
SITES PRODUCING FOR THE INTERNATIONAL MARKET

In 2015, we worked with 31 athletic footwear suppliers who are certified in accordance
with the International Environmental Management Standard I1SO 14001 and/or the
Workplace Health and Safety Management Standard OHSAS 18001. These suppliers
produced around 98% of the adidas Group’s global athletic footwear sourcing volume.

We have limited control over the direct environmental impacts of the manufacturing
process and how our suppliers act. The best way to influence the environmental impacts
of our suppliers’ factories is to encourage the introduction of environmental management
systems, and we have made implementing such a system mandatory for all our core
suppliers. Achieving certification to a management system requires factory managers
to plan, manage and review their own environmental performance.

CERTIFICATIONS OBTAINED BY ATHLETIC FOOTWEAR SUPPLIER SITES
PRODUCING FOR THE INTERNATIONAL MARKET'

Country Number of FW suppliers 1S0 14001 OHSAS 18001

2015 2014 2013 2015 2014 2013 2015 2014 2013

Argentina

Brazil

Cambodia

China

Germany?

India

Indonesia

Italy®

Myanmar

Vietnam

Total

1 Excluding factories from the Rockport business segment and licensee factories.
2 The site is subject to regular occupational health & safety inspections by authorities, although it does not hold a formal OHSAS 18001 certification.
3 Health and Safety Management System in place that is regularly inspected by local authorities.

CERTIFICATION OF ATHLETIC FOOTWEAR SUPPLIERS PRODUCING
FOR THE INTERNATIONAL EXPORT MARKET [N %

1S0 14001 OHSAS 18001

98 98
M
84 86 82 83
80 —— — —

0 — —

20— — —

2013 2014 [N 2015
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FREIGHT TYPES USED TO SHIP ADIDAS AND REEBOK PRODUCTS

In 2015, we again tracked the environmental impact related to the transport of our
goods. Compared to previous years, there have been some changes which were caused
by an adjustment in product classification. Some product groups are now classified as
Hardware instead of Apparel, leading to an increase in the percentage of Hardware
transported by truck. All in all, the vast majority of our shipments take place via sea
freight.

FREIGHT TYPES USED TO SHIPADIDAS AND REEBOK PRODUCTS'

% of product shipped 2015 2014 2013

Truck 1" 12

Sea freight 83 81
Apparel

Air freight 6 7

Sea and air freight 0 0

Truck 4 2

Sea freight 94 97
Hardware?

Air freight 2 1

Sea and air freight 0 0

Truck 2 2

Sea freight 96 96
Footwear

Air freight 2 2

Sea and air freight _ 0 0

1 Figures are expressed as a percentage of the total number of products transported. Data covers products sourced through Global Operations, excluding

local sourcing.
2 Accessories and gear (Including caps and socks. In 2015 this category was re-classified and moved from apparel to hardware.)
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Volatile Organic Compounds (VOCs), which are typically found in solvents used in our
manufacturing process, can - in high concentration - cause breathing difficulties
and other health problems for production workers. For this reason, we have been
requesting for more than a decade that our footwear suppliers significantly reduce
the use of VOCs in their manufacturing.

By applying innovative as well as environmentally-sound bonding and priming
technologies while following the adidas Group guidelines on the use of chemicals, our
athletic footwear suppliers have been able to reduce the use of VOCs from well above
100 grams per pair to below 20 grams.

2015 is the year of our biggest success so far: we achieved an all-time low of 15.6 grams
of VOCs per pair. Performance improvement in every single country compared to 2013
shows that this is the result of hard work and a true commitment across our entire
manufacturing base.

1999 2015
160
130.0
120 .
80
40
.................................. 156
o e, .’

@ grams/pair
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Since its launch in 2008, the Green Company programme and its ambitious 2015
targets have driven continuous improvement in the environmental impacts of our
own site operations. As of the end of 2015, we have well achieved our targets for
water savings per employee, household waste reduction and reducing carbon
emissions, but had challenges to meet the targets for paper reduction and energy
consumption per square metre. The data reported covers 48 of our corporate sites,
including administration offices, own production sites and distribution centres.

With water savings of 28% per employee we have well exceeded our targeted savings of
20%. Our overall household waste volume per employee was reduced by 27%, exceeding
the 2015 target of a 25% reduction. Furthermore, we achieved our 2015 target of reducing
carbon emissions by 30% per square metre. These savings have been mainly achieved
through energy efficiency projects and several carbon offsetting programmes. Some of
our sites are still facing common challenges in accessing greener energy and scaling
up their use of renewable energy. However, reducing carbon emissions will remain a
focus of the Green Company initiative.

Our investment in more than 40 energy efficiency projects over the last years, supported
through our greenENERGY Fund, has strongly contributed to energy savings at our
corporate sites leading to a reduction of our energy consumption of 15% per square
metre. But we have faced challenges to meet our ambitious target of 20% savings in
2015. Especially the increased eCommerce business and growing number of employees
have influenced energy savings per square metre at our distribution centres and
administration offices. The same is true for paper reduction. Whereas our administration
offices exceeded the 2015 target to cut our paper consumption by 50% per employee,
the increased amount of products handled at our distribution centres continues to be
a challenge to reducing our overall paper consumption. In total, a reduction of 38% of
paper per employee was achieved by the group of reporting sites including administration
offices, own production sites and distribution centres.

During 2015, we developed and launched the second phase of our Green Company
strategy, including targets to be achieved by 2020. Read more about the results in our
2015 Green Company Performance Analysis on our website.

Target follow-up Energy savings Carbon savings Water savings Household waste Paper savings
per type of site MWh/m? t/m? m?3/person reduction t/person t/person
Target Result Target Result Target Result Target Result Target Result

2015 2015 2015 2015 2015 2015 2015 2015 2015 2015

Administration

offices -20% -15% -30% -38% -20% -31% -25% -33% -50% -54%
Own production

sites -20% -17% -30% -27% -20% -2% -25% -24% -50% -25%
Distribution centres -20% -18% -30% -23% -20% -38% -25% -18% -50% -7%
Total -20% -15% -30% -30% -20% -28% -25% =-27% -50% -38%

Target results 2015 per type of site

Annual linear target achieved Annual linear target not achieved


http://www.adidas-group.com/en/sustainability/planet/green-company/

SUMMARY REPORT 2015

The following table shows our 2015 performance for energy consumption, carbon
emissions, water consumption, household waste and paper consumption for the different
administration offices, own production sites and distribution centres. In total 48 sites
reported data.

Environmental data 2015 Total energy Total carbon Total water Total house- Total paper
Group-wide for all locations reporting C ption issil ption hold waste consumption
(MWh) (tonne) (m?3) (tonne) (tonne)

Administration offices

Region EMEA 52,563 5,273 80,521 417 101
Region AMERICAS 38,768 13,983 129,267 1,007 58
Region APAC 5,738 3,548 6,457  not reported 32
Administration offices (total) 97,069 22,804 216,246 1,423 192

Own production sites

Region EMEA 4,362 178 1,827 41 2
Region AMERICAS 30,459 10,812 36,913 577 33
Own production sites (total) 34,821 10,989 38,740 618 35

Distribution centres

Region EMEA 29,907 4,995 20,162 338 75
Region AMERICAS 43,375 14,001 32,688 905 89
Region APAC 2,358 1,318 14,709 3 8
Distribution centres (total) 75,640 20,314 67,559 1,245 172
Total 207,530 54,108 322,545 3,287 399

Environmental data 2015 Group-wide for all locations reporting
Note: All values in this table are shown as rounded values. Total values can differ from actual sum due to decimal place of individual values.

82



ENVIRONMENTAL MANAGEMENT SYSTEMS

The Green Company initiative has been the driver for successfully implementing tools
that help us to continuously reduce the environmental impacts of our corporate sites.
One of them is our shared Environmental Management System (EMS] that is certified
according to the international ISO 14001 standard. The initial goal of the Green Company
initiative was to certify our five main brand headquarters, including the adidas Group
headquarters in Germany, the adidas, Reebok and TaylorMade headquarters in the US
as well as the CCM Hockey headquarters in Canada. After the successful certification of
these sites to 1ISO 14001 in 2010 and 2011, we decided to extend the system and introduce
the ISO 14001 standard at additional sites, including our distribution centres. In 2014,
we certified our 13th site, the new central distribution centre in Rieste, Germany. A list
of all certified sites is given in the table below.

Name of site Region EMS standard Certified
since

adidas Group central management for Green Company,

Herzogenaurach, Germany GLOBAL 1SO 14001 2010
adidas Office, Portland, USA AMERICAS 1SO 14001 2010
Reebok Headquarters, Canton, USA AMERICAS 1SO 14001 2010
TaylorMade-adidas Golf Headquarters, Carlsbad, USA AMERICAS 1SO 14001 2010
adidas Group Distribution Centre, Spartanburg, USA AMERICAS 1SO 14001 2010
Reebok-CCM Hockey Headquarters and Distribution Centre, Montreal, Canada AMERICAS 1SO 14001 2010
adidas Group Headquarters, Herzogenaurach, Germany
(incl. the sites World of Sports, World of Global IT, Adi-Dassler-Platz) EMEA 1SO 14001 2011
Sports Licensed Division Factory, Indianapolis, USA AMERICAS 1SO 14001 2011
EMAS; 1998;
adidas Footwear Factory, Scheinfeld 1, Germany EMEA 1SO 14001 2012
adidas Group European Distribution Centre, Scheinfeld 2, Germany EMEA 1SO 14001 2013
adidas Group Area Distribution Centre, Uffenheim, Germany EMEA 1SO 14001 2013
adidas Group Office, Stockport, United Kingdom EMEA 1SO 14001 2013
adidas Distribution Centre, Manchester, United Kingdom EMEA 1SO 14001 2013
adidas Group, Central Distribution Centre, Rieste, Germany EMEA 1SO 14001 2014

I1SO 14001 and EMAS certified sites
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EMPLOYEES

EMPLOYEE STATISTICS'

In 2015, the global employee base of the adidas Group increased further. On
December 31, 2015, the Group had 55,555 employees, which represents anincrease
of 3% versus 53,731 in the previous year.

New hirings related to the Group’s global marketing and sales orgnisation aimed at
further strengthening key growth areas and categories were the main drivers of this
development. On a full-time equivalent basis, our Group had 47,435 employees on
December 31, 2015 (2014: 45,917).

EMPLOYEE STATISTICS'

Index/reporting unit 2015 2014 2013
Total number of employees 53,731 49,808
Total employees (in %) Male - 50 51

Female - 50 49
Management positions held by (in %) Male - 72 72

Female - 28 28
Average age of employees [in years)? - 30 30
Average length of service per employee [in years) - 5 4

1 Atyear-end. Figures reflect continuing operations as a result of the planned divestiture of the Rockport business.
2 Atyear-end.

TOTAL NUMBER OF EMPLOYEES EMPLOYEES BY REGION [N 2015
2013-2015

56 55,555 11% Western

55 Europe

54 53,731 19% North America
6% Greater China

53 24% Russia/CIS

52 9% Latin America

51" —— 2% Japan

50 49,808 10% MEAA'

49 — 15% Group

functions

48— ] 3% Other

47 —] Businesses

46

2013 2014 B 2015 1 Middle East, Africa and Other Asian Markets

84



HEALTH & SAFETY STATISTICS FOR OUR MAIN ADMINISTRATION OFFICES, PRODUCTION SITES AND DISTRIBUTION CENTRES

2015 2014 2013
Injuries with  Lost days due Number of  Injuries with Lost days due Number of  Injuries with  Lost days due Number of
>1 lost day to injury employees >1 lost day to injury employees >1 lost day to injury employees

Administration offices
adidas Group Headquarters - WOS Herzogenaurach, Germany _ 19 258 3,534" 18 69 3,522"
adidas Group Headquarters - ADP Herzogenaurach, Germany _ 2 26 9781 7 12 825"
adidas Group Headquarters - WOGIT Herzogenaurach, Germany _ 1 15 861" 2 9 861"
adidas Factory Outlet, Herzogenaurach, Germany _ 3 20 126 3 14 96
adidas Office, Amsterdam, Netherlands _ 0 0 520 0 0 475
adidas Office, Stockport, United Kingdom _ 0 0 425 0 0 476
adidas Office, Landersheim, France _ 3 21 301 0 0 331
adidas Office, Monza, Italy _ 4 26 323 4 74 368
adidas Office, Zaragoza, Spain _ 0 0 251 1 10 215
adidas Office, Moscow, Russia _ 4 83 1,105 5 84 967
adidas Office, Portland, USA _ 0 0 796 0 0 786
Reebok Headquarters, Canton, USA _ 1 5 1,175 1 5 1,175
TaylorMade-adidas Golf Headquarters, Carlsbhad, USA _ 22 1,127 827 26 760 1,014
adidas Group Administrative Service Bldg. 3, Spartanburg, USA _ 0 0 204 0 0 200
adidas Office, Woodbridge, Canada _ 0 0 276 0 0 240
adidas Office Baueri, Brasil _ 2 15 323 1 85 288
adidas Office, Shanghai, China _ 1 1 889 1 1 779
adidas Office, Taikoo Shing, Hong Kong _ 0 0 296 1 2 325
adidas Hong Kong Ltd. Office, Kwun Tong, Hong Kong _ 1 9 151 0 0 149
adidas Office, Gurgaon, India _ 0 0 388 0 0 380
adidas Office, Seoul, South Korea _ 0 0 310 0 0 290
adidas Office, Taipei, Taiwan _ 0 0 150 n.r. n.r. n.r.
adidas Office, Singapore, Singapore 0 0 230 0 0 225
Administration offices (total) _ 63 1,606 14,439 70 1,125 13,987
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2015 2014 2013
Injuries with  Lost days due Number of  Injuries with Lost days due Number of  Injuries with  Lost days due Number of
>1 lost day to injury employees >1 lost day to injury employees >1 lost day to injury employees

Own production sites
adidas Footwear Factory, Scheinfeld 1, Germany 12 166 202 9 86 204
Sports Licensed Division Factory, Indianapolis, USA 12 164 977 20 809 985
Sports Licensed Division Factory, Mattapoisett, USA 2 60 110 2 36 108
Sports Licensed Division Factory, Cedar Rapids, USA 0 0 165 2 33 142
Reebok-CCM Hockey Factory, St.Jean, Canada 0 0 56 0 0 56
Reebok-CCM Hockey Factory, St.Hyacinthe, Canada 2 130 154 1 2 152
Own production sites (total) 28 520 1,664 34 966 1,647
2015 2014 2013
Injuries with  Lost days due Number of  Injuries with Lost days due Number of  Injuries with  Lost days due Number of
>1 lost day to injury employees >1 lost day to injury employees >1 lost day to injury employees

Distribution centres
adidas Distribution Centre, Scheinfeld 2, Germany _ 7 134 167 13 68 200
adidas Distribution Centre, Uffenheim, Germany _ 11 84 203 12 113 308
adidas Distribution Centre, Rieste, Germany _ 15 268 291 n.a. n.a. n.a.
adidas Distribution Centre, Caspe, Spain _ 4 93 134 7 248 155
adidas Distribution Centre, Dettwiller, France _ 0 0 20 0 0 20
adidas Distribution Centre, Manchester, United Kingdom _ 4 40 145 1 14 159
TMaG Distribution Centre, Basingstoke, United Kingdom _ 1 31 1 n.r. n.r. n.r.
adidas Distribution Centre, Obukhiv, Ukraine _ 0 0 35 0 0 35
adidas Distribution Centre, Moscow, Russia _ 0 0 903 n.a. n.a. n.a.
adidas Distribution Centre, Canot, Israel _ 0 0 48 0 0 45
adidas Distribution Centre 1 (Apparel), Spartanburg, USA _ 0 0 43 0 0 39
adidas Distribution Centre 2 (Footwear], Spartanburg, USA _ 0 0 42 0 0 42
TMaG Distribution Centre, Liberty, USA _ n.a n.a. n.a. n.a. n.a. n.a.

Reebok-CCM Hockey Headquarters and Distribution Centre, _

Montreal, Canada 12 1,196 402 30 435 475
adidas Distribution Centre, Embu, Brasil _ 1 60 460 0 0 483
adidas Distribution Centre, Pudahuel, Chile _ 10 249 185 22 138 170
adidas Distribution Centre Tultitlan-Blokk, Mexico _ 2 152 210 3 190 241
adidas Distribution Centre, Suzhou, China _ 0 0 146 6 16 133
adidas Hong Kong Ltd., Distribution Centre, Shatin, Hong Kong 4 340 57 4 142 50
Distribution centres (total) _ 71 2,647 3,492 98 1,364 2,555
Total _ 162 4,773 19,595 202 3,455 18,189

Health & Safety data 2013-2015 Group-wide for locations reporting.

1 number of workplaces, as actual number of employees is not available

n.r. = not reported
n.a. = not applicable
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In 2015, we saw an increase in donation requests compared to the previous two
years. Donation or funding requests significantly varied in nature and purpose.
Incoming requests were carefully reviewed against the

to ensure alignment with corporate policies, guidelines and budget

framework.

Compared to 2014, the number of supported projects decreased, which reflects our
more stringent approach in conducting needs assessments. This helped us to focus on
supporting fewer but more impactful organisations.

The amount of product donations decreased, which arises from fewer product placements
in North America due to strategic changes in this market. In the EMEA region, we
targeted major volumes of product donations to support people in severe need such
as refugees at the Turkish-Syrian border as well as in Germany in 2015. To effectively
respond to the refugee crisis in Europe, the adidas Group expanded its financial support
in order to ensure an even more purposeful support. Compared to previous years, we
saw an increase of volunteer hours of our global workforce, which is the result of rising
employee involvement, in particular in the context of refugee support.

With our data tracking system we aim to fully cover activities from all subsidiaries
worldwide. We are constantly reviewing our approach and the system to improve data
quality.

Region Donation requests Total number of
received projects supported

2015 2014 2013 2015 2014 2013

EMEA 2,459 2,9242 2,8552 165 384 237
Latin America 124 77 87 54 7 12
North America 9,023 7,702 6,591 683 590 700
Asia Pacific 507 539 187 66 58 65
Total 12,113 11,2422 9,7202 968 1,039 1.014
Region Units of products Volunteer
donated hours

2015 2014 2013 2015 2014 2013

EMEA 144,567 130,513 85,120 33,480 20,935 16,862
Latin America 74,013 5,581 6,825 3,801 3,005 858
North America 27,202 367,349 460,804 2,862 3,202 2,352
Asia Pacific 9,659 41,406 43,534 7,710 1,608 2,284
Total 255,441 544,849 596.283 47,853 28,750 22,356

1 Numbers include: brand activities, corporate activities, Reebok Foundation as well as worldwide adidas Fund activities.
2 Restatement: Due to double counts caused by the data tracking systems, the 2013 and 2014 donation requests received for the EMEA region had to be
corrected.
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http://www.adidas-group.com/en/sustainability/community-engagement/donations/
http://www.adidas-group.com/en/sustainability/community-engagement/donations/

CONTACT CREDITS

We welcome your views about our efforts to be a more sustainable company.

YOU CAN CONTACT US AT
adidas AG

Corporate Communication
World of Sports
Adi-Dassler-Str. 1

91074 Herzogenaurach
Germany

Phone +49(0)913284-0
Fax +49(0)913284-2138

FOR INQUIRIES about our social and environmental programme please send an email to
sustainability@adidas-group.com

FOR MEDIA INQUIRIES please send an email to

corporate.press@adidas-group.com
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