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Value Creation

The overview below outlines the major input and output factors as well as the outcomes of our business
activities. More detailed information on all aspects shown can be found in the respective sections of this
Annual Report.
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Consumers mainly buy our products
at the points of sale of our wholesale
partners. Moreover, we engage directly
with our consumers through our own
retail stores and e-commerce platforms.
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Focus Areas

2023 was a transition year for adidas. The appointment of Bjgrn Gulden as new CEO in January paved the
way for a successful restart of the company. We used 2023 to significantly reduce our inventories,
leverage existing franchises, work on future products, improve the way we work, build stronger
partnerships, and lay the foundation for a better 2024 and a successful 2025 and 2026.

To achieve this goal, we have started to optimize our business model:

Speed and agility: Fast-changing trends and consumer demands require flexibility and agility. We
empowered our people to accelerate decision-making and eliminated complicated processes to react
quickly. The rapid scaling of our Terrace range is a standout example. We will continue to prioritize
speed and agility to react faster to the needs of our consumers and the feedback from our retail
partners.

DTC and wholesale: We have been transitioning away from a narrow focus on our direct-to-consumer
business to a service-oriented model toward our retail partners. By listening closely to their feedback
and acting on it, we want to be a trusted partner for them. Improving the sell-through of our product
will be key to regaining shelf space. And while wholesale is crucial for our future success, we will of
course keep investing in our own retail and our e-commerce presence. It is all about maintaining a
healthy balance between our channels to win with the consumer.

Global, regional, local: We need to be where our consumers are. With more local trends emerging, the
need for local relevance is ever increasing. Instead of a centrally defined one-size-fits-all approach, we
are empowering our markets to create the product, storytelling and business models they need to be
successful. Only by providing our markets with decision-making autonomy can we meet the
expectations of our customers and the needs of the consumer.

Brand heat: We are proud to produce groundbreaking innovation in sports and some of the most
sought-after product in lifestyle. This outstanding product is amplified by brand heat - and vice versa.
Brand heat is the sum of everything we do. It comprises athletes, teams, federations, celebrities, street
culture and more. To drive brand desire, we need to be as close as possible to the consumer in the
markets and ensure that we invest where we generate the most brand heat. In 2023, adidas created
new brand narratives and will evolve these messages in 2024 and beyond. By putting the joy of sport
and its power as a great unifier at the center, we want to counter an atmosphere of pressure and
stress, especially for our younger consumers.

In addition, we have been focusing on five pillars to build the foundation for a stronger adidas:
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People: We believe that our people are the key to the company’s success. We focus on creating a
culture that strengthens their performance, well-being, and personal development, as this will have a
significant impact on brand desire, consumer and customer satisfaction, and, ultimately, financial
performance.

Product: Product is king and adidas has an unrivaled archive of Performance and Lifestyle product. We
innovate in materials, designs, and technologies to constantly bring exciting new products and
groundbreaking innovations to the market. This allows us to create trends and quickly build on existing
ones. As part of this, we leverage our partnerships with athletes, designers and celebrities.
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Consumers: Our consumers are at the heart of everything we do. We focus on what matters to them,
creating the product they want, offering the service they expect, and providing the experience they
need.

Retail partners: We need to be the best service partner for retailers. Multi-branded environments
reach consumers at scale, and we can leverage our strong product pipeline through efficient
distribution.

Athletes: We are here for our athletes, and not the other way around. For almost 75 years, we have
been innovating for sports and striving to create only the best for the athlete. This is our DNA and our
heritage. It is where we come from and where we need to be. Whether the crowd watching is large or
small, we are here for all athletes.

We used 2023 to build the foundation for a successful future. Our five pillars for 2023 are enduring and will
continue to guide us going forward.
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Global Brands

Global Brands oversees the innovation, design, development, and marketing of the company’s sports
and lifestyle offerings. By constantly developing desirable products and providing inspiring
experiences, the function strives to build a strong image as well as trust and loyalty with consumers to
capitalize on growth opportunities in the sporting goods industry.

The adidas brand

The adidas brand has a long history and deep-rooted connection with sport. We believe that through sport,
we have the power to change lives. This is our purpose, and we live it every day by expanding the limits of
human possibilities, including and uniting people in sport and creating a more sustainable world. For us to
continue to transcend genres and to remain one of the most recognized and iconic brands in the world, on
and off the field of play, we need to drive and maintain our credibility in sport. This means delivering
groundbreaking innovations to continuously deliver the best for the athlete, while also enabling a broader
culture to be born from it. Therefore, we continue to sharpen the edges of adidas ‘Performance’ and
‘Lifestyle.’

For almost 75 years, we have been innovating for sports. Performance therefore represents the product
built for our athletes, helping them to perform at their best inside the lines of the playing field.
Performance products are built from sport and worn for sport. On the ‘Lifestyle’ side, adidas Originals is
motivated by the collective memory of sports and represents brand classics and new visionary designs.
The Trefoil, adidas Originals’ iconic signifier, celebrates products that connect to culture, leveraging our
archive and expanding into new premium and luxury segments. Our latest addition, ‘Sportswear’, is built
as an expansion from playing field to courtside. It is born from sport and worn for style. Sportswear
provides everyday products that redefine comfort, versatility, and aesthetics. The first capsule collection
was released in 2022, followed by the launch of a full product range across footwear, apparel, and
accessories in February 2023.

Franchises as lighthouses for our brand

Footwear has the potential to drive consumer desire across product categories, the key lever for growing
market share. Our archive, which is unrivaled in the industry, as well as cutting-edge technological
breakthroughs and access to fundamental athlete insights provide plenty of opportunities to create
newness in footwear and push industry boundaries. We set a priority on footwear franchises, which are our
most iconic symbols of sport and culture and act as lighthouses for our brand. They represent the very
best of adidas, influencing not only sport but the culture born from it, reimagining the notions of
Performance and Lifestyle footwear while contributing to building our brand equity. Through
uncompromised functionality, iconic design, and unique stories they are clearly targeted toward the
consumer and have the potential to be iterated over time to preserve desirability. Their lifecycles are
diligently managed to maintain consumer relevance and commercial longevity. Our footwear franchises
include perennial bestsellers such as the Samba, Gazelle, Campus, Superstar, and Stan Smith. On the
apparel side, adidas manages a portfolio of franchises including the Tiro Pant, MyShelter Jacket, and the
Z.N.E. Hoodie. Above all, 2023 was the year of our Terrace range (Gazelle, Samba, and Spezial) with the
Samba franchise declared ‘Shoe of the Year 2023’ by ‘Footwear News,” one of the leading global footwear
trade magazines. The halo effect of these models and other classics such as Campus, together with our
latest Originals brand campaign, significantly increased our brand heat globally.
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Shoe of the year 2023

Brand desirability fueled by innovation and athlete collaborations

Innovation is a key enabler for success in our industry and we are committed to investing in it. We are
applying an innovative mindset to all aspects of our business in order to create tangible proof points of our
credibility, elevate experiences, and push the boundaries in sustainability. In addition to leveraging product
franchises, creating innovative concepts to meet the needs of athletes and consumers is a prerequisite to
strengthening our market position and a premise to being the best sports brand in the world. We remain
highly committed to maintaining a full and innovative concept pipeline to drive our credibility in
performance and achieve what is best for the athlete.

We aim to bring new groundbreaking technologies and processes to life. Our key technology platforms
Boost, Lightstrike, and Strung are proof points for our broader innovation approach and key enablers to
define new successful athlete stories, through best-in-class product execution. We collaborate with
athletes and consumers, universities, and innovative companies, as well as national and international
governments and research organizations. We invest in manufacturing techniques and new technologies
aiming to address deeply understood athlete challenges.

The launch of the Adizero Adios Pro Evo 1 is a testament to this approach. Throughout the development
process, we gathered insights from elite athletes such as Peres Jepchirchir, Benson Kipruto, Tigist
Assefa, and Amanal Petros. As a result, in September 2023, we were able to present the lightest racing
shoe in our running footwear range to date: The Adizero Adios Pro Evo 1 is 40% lighter than any other
adidas racing shoe. The biggest success achieved with the shoe to date was winning the 2023 Berlin
Marathon, where Tigist Assefa beat the world record by over two minutes and Amanal Petros set a new
German record.

Innovative technologies and products

We believe developing industry-leading technologies, materials, and consumer experiences is an
important aspect of being an innovative leader. We have a long heritage of innovation and strive to provide
athletes with the best by creating high-performance, competitive products. In 2023, we continued to serve
consumers with innovative technologies, materials, and sustainable concepts built into our products:

— Adizero Adios Pro Evo 1: With a weight of 138 grams, this revolutionary road racer is 40% lighter than
any other racing shoe adidas has ever created. Inspired by the same technology as the race-winning
Adizero Adios Pro 3, the shoe also features a new forefoot rocker that has been lab-tested to improve
running economy. With two major marathon victories and several new records since its launch, the
Adizero Adios Pro Evo 1 is not only adidas’ lightest, but also fastest shoe ever.

— Adizero Prime x Strung: Our first ever Adizero running shoe with a 'Strung’ upper. Strung is a textile
innovation that transforms athlete data into a dynamic material tuned to the athlete's needs. It enables
mapping and programming of different fiber properties thread by thread. With a flexible and
lightweight seamless cocoon feel around the foot, Strung helps optimize comfort and supports the
athlete on long-distance runs.
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— 4DFWD 2: The shoe’s industry-first bowtie-shaped lattice midsole transforms vertical pressure into
horizontal force. With every stride, the new adidas 4DFWD 2 midsole compresses forward, reducing
braking forces and transforming the impact energy into forward motion. The result is a smooth ride
with less stop-and-go pounding. With the 4DFWD 2, we have introduced a new Continental outsole that
provides extra grip for runs in any weather condition. The shoe contains a new Primeknit+ and
engineered mesh upper construction for an extra supportive and snug fit. Complemented by an
integrated heel counter, Primeknit+ offers a sock-like fit, while areas of engineered mesh provide
support exactly where runners need it most.

— Agravic Speed Ultra: The Agravic Speed Ultra is a testament to pushing boundaries in the fast-
growing, community-driven sport of trail running. Created alongside adidas Terrex professional trail
runners over a two-year period, the innovation-packed silhouette is built to provide runners with
ultimate speed in ultra-distance races. A prototype of the Agravic Speed Ultra has already proven itself
on podiums, with the latest record being broken at the 2023 Western States 100-mile Endurance Run
when Tom Evans won in 14 hours and 40 minutes. For consumers, the shoe will be available in spring
2024.

— FIFAWomen’s World Cup 2023 federation away kits: Partner to ten teams, including World Champion
Spain, competing at the FIFA Women’s World Cup Australia & New Zealand 2023, adidas unveiled
federation away kits inspired by nature. While the designs celebrated each country’s scenery and
diverse natural landscape, the jerseys are made from recycled polyester and feature the latest adidas
fabric innovations, including HEAT.RDY and AEROREADY.

— adidas by Stella McCartney x Arsenal Collection: adidas and Arsenal F.C. launched the next chapter of
their collaboration with Stella McCartney with the revealing of the first away kit and travel range for
Arsenal Women. The limited-edition range includes a gender-neutral game-day match jersey as well
as off-pitch pieces for pre- and post-match travel. The away kit marks the first time the women’s team
have worn a separate kit from the men’s team, while the latter competed in the gender-neutral jersey
for their pre-match warm-up.

— XCrazyfast Strung: The first football shoe to feature ‘Strung,” a technology born from running and
redefined for football. With each thread individually selected and data-mapped for a seamless
lightweight cocoon around the foot, the Strung upper combines with the Speedframe and Aeroplate
inlay from X Crazyfast to enable dynamic movement and touch at top speed.

— Fussballliebe: Revealed in November 2023, ‘'Fussballliebe’ is the name of the official match ball
for UEFA EURO 2024. Meaning ‘love of football,” it brings ‘Connected Ball Technology’ to
the tournament for the first time. The ball features a 20-piece ‘Precisionshell’ panel shape, deboss
grooves on the outer shell, as well as a 'CTR-Core’ inside, which is designed for accuracy and supports
fast, precise play with maximum shape and air retention.

Beyond innovative technologies, key products and collaborations of the 2023 business year include:

— Fear of God Athletics: Together with Jerry Lorenzo and Fear of God, we officially launched ‘Fear of God
Athletics” at the end of 2023. The collection provides uncompromised inspiration authentically rooted in
performance and the culture of sport. It offers a fresh perspective on luxury sportswear with strong
influences from basketball culture - a modern wardrobe for the contemporary athlete.

— adidas x Bugatti: Bugatti and adidas have come together to create a limited-edition football boot: the
adidas X Crazyfast Bugatti. Produced in a run of only 99 pairs, the boots are engineered for speed and
lightness, and finished with bespoke Bugatti design flourishes. The collection draws on the
characteristics that have come to define Bugatti: not only engineered for speed but created with a
‘Form follows Performance’ design philosophy.

— adidas x Moncler: The adidas Originals x Moncler collection revolves around the notion of
exploration: a journey where the past becomes the future and mountain peaks are taken to city streets
in a mix of luminous colors reminiscent of traffic lights - bright yellow, green, orange, and red,
alongside other tones. The collection was launched at London Fashion Week in February, showcasing
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pieces that share the DNA of both brands - from lacquered nylon outerwear to Moncler-ized versions
of adidas’ iconic Campus and NMD S1 silhouettes.

— adidas x Wales Bonner: 2023 saw the continuation of our collaboration with British designer Grace
Wales Bonner. Embracing a fusion of European and African influences, it seamlessly blends the rich
heritage of adidas and Wales Bonner to create collections that celebrate the convergence of
sportswear and tailoring. The collaboration has been especially instrumental during the incubation and
activation phases of the Samba franchise.

— adidas x Les Mills: In February 2023, adidas and Les Mills, an international leader in the fitness
content and training industry, announced their partnership. While adidas training product is featured in
all Les Mills content and the latest adidas training apparel, footwear, and accessories are worn by the
global Les Mills athlete network, the partnership will also connect adiClub and Les Mills by offering
immersive and personalized solutions to adiClub members. With women making up the majority of the
trainers and participants in the workouts around the world, the partnership is also designed to help us
build credibility with women.

Impactful and effective marketing investments

Our marketing investments are an additional important building block for creating brand desirability and
winning the consumer. adidas is focused on creating inspirational and innovative concepts that drive
consumer advocacy, build brand equity, and drive demand for our products. The company historically
spends almost half of its marketing investment on partners, with the remainder spent on brand marketing
activities such as digital, advertising, point-of-sale, and grassroots activations. In addition, the company
continues its efforts to further consolidate and focus resources to create powerful brand statements that
capture several categories in one narrative, amplified and orchestrated via an overarching media strategy
with clear roles for the different activation levels of story and content. The ambition is to have a fully
connected marketing funnel, from grabbing consumer attention at the top to driving consideration in the
middle of the funnel when consumers are in the buying phase, down to conversion at the point of sale at
the bottom of the funnel. To holistically address the entire marketing funnel, adidas is active in four
dimensions:

— Brand campaigns: the highest expression of the brand, which drives visibility, desire, and commercial
demand by reinforcing our brand attitude with bold, relevant, and recent consumer-centric
storytelling.

— Brand moments: deliver a strong brand point of view through targeted sport and culture moments to
amplify brand attitude and reinforce our purpose.

— Category activation: strengthen sport and culture credibility by sharpening label and category
propositions through product story, sport/culture moments, partner activation, hype drops, and
commercial activation.

— Commercial conversion: drive conversion and consistency at the point of sale (in-store and online) to
support cross-category commercial partnerships and ‘evergreen’ key items through delivery of
seasonal, modular toolkits.
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From building awareness and brand heat all the way down to deliberate point-of-sale experiences, the
2023 brand marketing plan showcased a variety of activations at all levels of the marketing funnel:

— Originals brand campaign: Since its introduction to the world over 50 years ago, adidas Originals’
Trefoil has been trading feet with everyone, from athletes to cultural pioneers. In 2023, adidas
Originals paid homage to those that have continued to transport the brand to the forefront of culture
with a new global campaign: 'We Gave the World an Original. You Gave Us a Thousand Back.” Headlined
by three films and a selection of stills, each focusing on one of three timeless silhouettes from our
archive - the Superstar, the Gazelle, and the Samba - the campaign tells the narrative of the Trefoil's
past, present, and future. The campaign was amplified globally through a major media strategy,
representing the largest single investment for adidas Originals in 2023.

— FIFAWomen’s World Cup campaign: Marking adidas’ most talked about Women’s World Cup
campaign to date, the brand united its global family of football legends and advocates of the women’s
game, such as David Beckham and Lionel Messi, to celebrate the FIFA Women’s World Cup Australia
& New Zealand 2023. The campaign was dedicated to next-generation icons Alessia Russo, Lena
Oberdorf, and Mary Fowler and looked to drive more global attention for the game and inspire young
women and girls to follow in their role models’ footsteps.

— Move for the Planet [‘MFTP’): ‘Move for the Planet’ builds on the foundation adidas created with ‘Run
for the Oceans’ and is our most inclusive and impactful sustainability initiative to date. Its goal is to
encourage the global sporting community to take action on sustainability by turning their sports and
workouts into tangible impact for communities in need. As a result, over 173 million minutes of activity
were tracked across countries in the adidas Running app, with adidas pledging to donate € 1 to its
partner organization ‘Common Goal’ for every ten minutes of activity logged - up to € 1.5 million.

— 'Running Needs Nothing But You’: The first brand campaign in 2023 celebrated how personal running
is, showcasing that athletes run for all kinds of motivations and that they face different pressures and
obstacles along the way. adidas wanted to remind runners that, whether they are a seasoned
competitor or someone who needs a little encouragement to take their first step in running, it is not
about living up to someone else’s expectations. As part of the campaign, adidas also launched ‘The
Ridiculous Run,” a campaign calling attention to the reality that many female runners face, such as
safety concerns while running. It also highlighted the need for male education and allyship.

— adidas Sportswear: In 2023, adidas revealed ‘Sportswear.” The new line aims to elevate the wearer’s
everyday look with a range of fits that use the latest performance technology to bring the same comfort
and confidence to everyday wear as the Performance collections.

In terms of partners and athletes, while being conscious of overall marketing spend, we will continue to
bring our products to the biggest stages in the world through:

— Events with global reach: FIFA World Cup (men’s and women’s) and UEFA Champions League (men’s
and women’s). Major marathons such as Beijing, Berlin, Boston, Mexico City, and Seoul.

— High-profile teams: National teams of Algeria, Argentina, Belgium, Colombia, Costa Rica, Germany,
Mexico, Italy, Jamaica, Japan, Peru, Saudi Arabia, Spain, and Sweden. Top clubs such as Arsenal F.C.,
F.C. Bayern Munich, Juventus Turin, Manchester United, Real Madrid, and A.S. Roma. In 2023, we also
extended our partnership with Major League Soccer (MLS). Basketball: US-American universities such
as Indiana University and University of Kansas. Running: Ethiopian Athletics Federation (EAF) and
French Athletics Federation (FFA). Multi sports: India cricket team, Dutch field hockey, and the New
Zealand All Blacks.
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High-profile individuals: Football stars Selma Bacha, Jude Bellingham, Linda Caicedo, Rachel Daly,
Kadidiatou Diani, Paulo Dybala, Joelinton, Jirgen Klopp, Rafael Leao, Mapi Leén, Lionel Messi, Alvaro
Morata, Manuel Neuer, Lena Oberdorf, Guro Reiten, Declan Rice, Trinity Rodman, Alessia Russo, Mo
Salah, Son Heung-min, Marc-André ter Stegen, and Zinedine Zidane. Track and field athletes Anna
Hall, Grant Holloway, Steven Gardiner, Noah Lyles, Shaunae Miller-Uibo, marathon runner Tigist
Assefa, as well as triathlete Patrick Lange. Basketball stars Aliyah Boston, Zia Cooke, Gradey Dick,
Anthony Edwards, James Harden, Damian Lillard, Donovan Mitchell, and Candace Parker. American
Football players Patrick Mahomes and Brock Purdy. Tennis players Karolina Muchova, Jessica Pegula,
Elina Svitolina-Monfils, Stefanos Tsitsipas, Xinyu Wang, Caroline Wozniacki, and Alexander Zverev.
Alpine skier Mikaela Shiffrin.

Cultural marketing partners: Anitta, Baby Monster, Bad Bunny, Grace Wales Bonner, Edison Chen,
Caroline Daur, HoYeon Jung, Jennie Kim (Blackpink), Jerry Lorenzo, Léna Mahfouf [‘Léna Situations’),
Deepika Padukone, Jay Park, Stormzy, Pusha T, Lena Waithe, Pharrell Williams, Sean Wotherspoon,
and Dingyun Zhang.
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Global Sales

Our Global Sales function drives the commercial performance of the company by converting brand
desire into profitable and sustained business growth. We aim to deliver the best service to our retail
partners and the best shopping experience for our consumers across all touchpoints. Our goal is to
establish scalable business solutions that deliver premium experiences, thereby meeting and
surpassing consumer expectations with an integrated brand offering.

In 2023, we enhanced our relationships and brand spaces with key retailers to win consumers at every
touchpoint, sustained a strong global presence by maintaining a consistent global framework with around
1,860 own retail stores, and amplified our own e-commerce.

Navigating a challenging market environment

The challenging macroeconomic and geopolitical conditions in 2023 continued to impact our business, with
some markets affected more than others. To address these challenges, we focused on strongly reducing
our inventory levels by significantly reducing our buying volumes and tactically repurposing existing
inventory as well as reducing discounting activity to lay the foundation for a better 2024. In Wholesale, we
focused on building better partnerships with our customers and executed our conservative sell-in
strategy. In own retail, we strategically reduced our store portfolio. Aiming at improving the overall
profitability, we have been prioritizing strategic locations to offer consumers the opportunity to experience
the brand’s pinnacle offerings. Within our e-commerce platform, we focused on drastically reducing
promotional activity, driving full-price sales and building brand desire through relevant storytelling around
key products and events. We continued to provide premium, connected, and personalized shopping
experiences through exclusive products and engaging member offerings in 67 countries.

2023 channel mix

Wholesale remained our largest channel, accounting for 59% of total net sales in 2023 (2022: 61%). The
share of DTC business, consisting of own retail and e-commerce sales, was 41% in 2023 (2022: 39%). Our
‘adiClub’ membership program is now established in around 50 countries, enabling us to build direct
relationships with our consumers.

Net sales by channel

- 20% E-commerce

41% Direct-
to-Consumer

(DTC) €21,427 million 59% Wholesale

L 21% Own retail
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Wholesale

Our primary goal in Wholesale in 2023 was to improve our relationships with our partners and collaborate
with them to navigate in a challenging retail environment. Through meticulous planning and strategic
foresight, we executed transition plans with the explicit aim of regaining trust and achieving a significantly
improved business set-up by year-end. Employing a conservative sell-in strategy, we vigilantly tracked
customer sell-out and inventory levels. Additionally, we actively supported initiatives to reduce inventory
levels in the market by assessing the customer’s performance and agreeing on a transition plan. We
created specific action plans for each key account to ensure we had cleaner inventory levels, a more
focused sell-in, and better in-store presentation.

Our goal was to reset the marketplace and invest in future growth with our partners. Progress was made
with our branded space initiative, which involved rolling out enhanced footwear walls globally with
improved visual merchandising. The initiative also supports us to elevate our brand and ensure we present
ourselves in a strong way toward our consumers. In the fourth quarter, we saw early signs that our
approach to selling more customer-exclusive products is beginning to have a positive business impact.
This is also attributed to our enhanced collaboration with our customers to build more relevant product
differentiation. By sharing and scaling these programs across other markets and channels, we were able
to start unlocking additional sales opportunities in 2023.

As part of our sharpened focus on Wholesale, we ramped up our interaction with our major customers
across the markets. We hosted more customers at our various campuses around the world. For example,
we held a partner camp at our Herzogenaurach campus in 2023, which brought together our top key
partners from markets worldwide. This event served as a platform to showcase our strategic future brand
direction, accentuating the strength and potential of our brand. We took our digital sell-in tools ‘CLICK’
and ‘Digital Showroom’ to the next level by enhancing the sell-in and order placement experience for our
accounts and sales teams. We continued to focus on our digital capability to team up with our accounts
and win online together. This allowed us to deliver an enhanced and consistent shopping experience in
digital wholesale by integrating our product images and descriptions into customer systems to power their
website and app experiences.

Own retail

Our own retail stores allow our consumers to directly interact with our brand, product, and teams, and to
touch and try our products, feel inspired by our stories, and experience what we stand for as a brand.
Through premium experiences and the human connection with our teams and communities, we aim to
build brand loyalty and increase consumer lifetime value.

In 2023, the total number of stores decreased to 1,863 (2022: 1,990) as part of our portfolio strategy and as
a result of the company’s decision to wind down its business in Russia. Despite the overall goal of reducing
the number of stores in 2023, we continued to invest in creating a more profitable business. Consequently,
Emerging Markets for example, grew their store base by taking over a number of franchise stores in Saudi
Arabia with the goal of optimizing the fleet and increasing sales through improved operations.

With our fleet of halo stores (including flagship stores and brand centers) focusing on premium
experiences, core stores (including concession corners) with a more commercial focus, and factory outlet
stores for the value-seeking consumer, we provide an environment to satisfy a wide variety of our
consumers’ needs when shopping for our product and connecting with the essence of our brand.
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Halo stores remained a priority in 2023, as they are at the top of our concept store fleet. We continued to
elevate our presence in strategic locations through additional flagship stores and brand centers. For
example, we opened a brand flagship store in Seoul Myeongdong, the first in Korea. It was awarded with
the Gold LEED certification, recognizing the effort to turn this store into a sustainable space. We also
upsized one of the existing brand centers in Bangkok, doubling its size and making it the largest brand
center in Asia-Pacific. A new brand center in Sydney marks the first halo store in Pacific. The space
features works by several artists who have used their creativity to pay homage to Sydney’s famous
landscapes, giving it a local touch. The store spans two floors and covers Sportswear and Performance
categories as well as Stella McCartney products and is home to our iconic Originals range. In addition, we
remodeled the brand center in Hong Kong in line with the ‘Home of Sport’ store design concept, adding
new features such as artwork by local artists, a locally designed women'’s zone, an adiClub members
space and, at 26 meters, the longest footwear wall. Moreover, we undertook a remodeling of the brand
center in Tel Aviv and opened the first Originals flagship store in Beijing.

Stores by concept type
88 Concession corners
l
744 Concept stores
1,863 1,031 Factory outlets

E-commerce

Recognizing the changing dynamics of the marketplace, we redefined the role of e-commerce within the
broader ecosystem as we leveraged our capabilities and experiences to improve profitability and focus on
premiumization.

In 2023, we continued to expand ‘Digital” across all of our channels and touchpoints in 67 countries. Our
adiClub membership program remained a cornerstone of our membership interactions. Building on its
successful launch in 2022, we expanded the redemption feature to 19 new countries, allowing members to
use their accumulated points across all our digital and retail touchpoints for new capabilities. These
included points for raffles, ‘Money-can’t-buy’ products, vouchers, partner offers, so-called ‘Golden
Tickets,” and donations. In 2023, we introduced ‘Points x Premium Subscription’ and launched our
partnership with Les Mills, solidifying our dedication to empowering members through unique
experiences. This positioned adiClub as one of the only membership programs where members can level
up through physical activity, not just purchases.

The 2023 marathon season was a success. We trialed new ways of member engagement across all our
touchpoints and activated major races on the adidas app, our sports app, adidas.com, and social media.
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Tigist Assefa set a new women’s world record with a time of 2:11:53 hours wearing the Adizero Adios Pro
Evo 1, a shoe that sold out within minutes in an exclusive hyper-drop online. Embracing inclusivity, we
democratized these races by introducing immersive digital race experiences on our sports app, enabling
members worldwide to partake in events like the Dubai Marathon, 'Road2Records’ in Herzogenaurach,
and the Berlin Marathon. More than 450,000 members participated in virtual races ranging from five to 21
kilometers, allowing them to celebrate their own victories alongside our athletes. Looking ahead to 2024,
we will elevate these experiences and extend our digital race offerings to include all major events on the
running calendar.

Our adidas ‘Confirmed’ app - our digital boutique and premium touchpoint for sneakerheads, streetwear,
fashion, and style enthusiasts - continued to thrive through collaborations with high-fashion brands and
pioneers such as Moncler, Bad Bunny, and Wales Bonner in addition to our own premium franchises. In
2023, we refreshed the visual appearance of the app, doubled down on our approach to community, and
started incubating new business models, such as hosting an innovative first marketplace experience - the
‘adidas Consortium Cup,” a sneaker design competition between our Consortium fashion influencer
partners across the globe, which allows highly engaged communities to influence releases. The app
continued to deliver coveted and premium products to adidas consumers, offering best-in-class
experiences and further solidifying our status as a trendsetter in the global lifestyle world.
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Global Operations

Global Operations manages the development, production planning, sourcing, and distribution of our
company’s products. The function strives to increase efficiency throughout the company’s supply chain
and ensures the highest standards in product quality, availability, and delivery. With the consumer in
mind, we deliver competitively priced products that drive our sustainability ambitions and are available
when and where the consumer wants them.

Global Operations delivers on our mission to be the best sports brand in the world. The function aims to
create the best products by establishing state-of-the-art infrastructure, processes, and systems that
enable us to focus on innovative and sustainable materials and manufacturing capabilities. Moreover,
Global Operations is focused on delivering the best services through flexible and agile distribution
capabilities, enabling product availability through an omni-channel approach. Thereby, Global Operations
contributes to delivering the best experience to our customers and consumers.

Global Operations in go-to-market process

Marketing Design Product Sourcing Supply chain Global Sales
development management
Product

Briefing Concept creation Manufacturing Distribution Sales

Global Operations

Establishing next-level supply chain responsiveness

To increase speed to market in Greater China and respond to the changing consumer landscape there,
Global Operations has set up an operating model in 2023 that enables end-to-end lead time reduction for
articles requiring higher in-season responsiveness. We improved market order efficiency, increased
China-for-China production, and shortened manufacturing and supply lead times for the Fall/Winter
season 2023. We continue our efforts to drive responsiveness in our supply chain as we plan to draw on
lessons learned and roll out the concept to additional markets from 2024 onward.

Production through independent manufacturing partners

To keep our production costs competitive, we outsource almost 100% of our production to independent
manufacturing partners. While we provide our manufacturing partners with detailed specifications for
production and delivery, they possess excellent expertise in cost-efficient, high-volume production of
footwear, apparel, and accessories and gear. Overall, our independent manufacturing partners produced
756 million pieces of apparel, footwear, and accessories and gear in 2023 (2022: 1,018 million pieces). The
decrease in production volume was driven by reduced market demand for new buys to manage down
inventory levels.

In 2023, we worked with 104 independent manufacturing partners (2022: 117) that were producing in

237 manufacturing facilities (2022: 259). The majority (78%) of our independent manufacturing partners
are located in Asia (2022: 71%). We value long-term relationships: 74% of our independent manufacturing
partners have worked with adidas for at least ten years, and 38% have a tenure of more than 20 years.
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Relationships with independent manufacturing partners

Accessories

Total Footwear Apparel and Gear

Number of |_ndependent1 104 2% 55 32
manufacturing partners

Average years as independent 20.8 295 200 20.8
manufacturing partner

Relationship < 10 years 26% 33% 22% 31%
Relationship 10 - 20 years 36% 25% 40% 31%
Relationship > 20 years 38% 42% 38% 38%

1 Includes two independent manufacturing partners who produce both footwear and apparel, one independent manufacturing partner who produces both
footwear and accessories and gear, and four independent manufacturing partners who produce both apparel and accessories and gear.

Relationships > 20 years
0
3 8 Jo

All our manufacturing partners are subject to specific performance criteria, which are regularly measured
and reviewed by Global Operations. To ensure the high quality that consumers expect from our products,
we enforce strict control and inspection procedures of our manufacturing partners and in our own
factories. Effectiveness of product-related standards is constantly measured through quality and material
claim procedures. In addition, we track the delivery and efficiency performance of our partners. Adherence
to social and environmental standards is also promoted throughout our supply chain. The current list of
our independent manufacturing partners can be found on our website. SEE SUSTAINABILITY
ADIDAS-GROUP.COM/SUSTAINABILITY

Vietnam main sourcing country for footwear

Vietnam returned as the largest sourcing country in 2023 with 38% of the total volume (2022: 32%),
followed by Indonesia with 32% (2022: 34%) and China with 14% (2022: 16%). Overall, 97% of our total 2023
footwear volume was produced in Asia (2022: 97%). In 2023, our footwear manufacturing partners
produced approximately 311 million pairs of shoes (2022: 419 million pairs). Our largest footwear factory
produced approximately 8% of the footwear sourcing volume (2022: 7%).

Cambodia main sourcing country for apparel

In 2023, we sourced 91% of the total apparel volume from Asia (2022: 91%). Cambodia was the largest
sourcing country, representing 23% of the produced volume (2022: 22%), followed by Vietnam with 20%
(2022: 17%) and China with 15% (2022: 17%]. In total, our manufacturing partners produced approximately
328 million units of apparel in 2023 (2022: 482 million units). The largest apparel factory produced
approximately 10% of this apparel volume (2022: 9%). Overall, apparel production remains more
fragmented than footwear.

66


https://www.adidas-group.com/en/sustainability/focus-sustainability/our-targets/

1 2

3 4

GROUP MANAGEMENT REPORT

OUR COMPANY

adidas ANNUAL REPORT 2023

5

Turkey main sourcing country for accessories and gear

In 2023, 71% of our accessories and gear, such as balls and bags, were produced in Asia (2022: 72%).
Turkey became the largest sourcing country in 2023, with 26% of the sourced volume (2022: 25%),
followed by China with 22% (2022: 28%) and Pakistan with 22% (2022: 21%). The total accessories and gear
sourcing volume was approximately 116 million units (2022: 117 million units), with the largest factory
accounting for 26% of production (2022: 20%).

Worldwide production volumes by country

Footwear Apparel Accessories and Gear
Vietnam Cambodia Turkey
Other 38% Other 23% Other 26%
16% 42% 30%
China
14%
Vietnam  Pakistan
Indonesia China 20% 22% China
32% 15% 22%

Total production volumes by category’

Footwear
in million pairs

Apparel
in million units

Accessories and Gear
in million units

448
419
379
340
311 I |

2023 2022 2021 2020 2019

482 482 445

528
328 ‘ ‘ ‘ |

2023 2022 2021 2020 2019

116 117 116 490 127

2023 2022 2021 2020 2019

12020 and 2019 figures including Reebok business.
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Agile and efficient distribution center network

By following a clear strategic framework, we enhanced our distribution center landscape in 2023 through
process automation, system upgrades, and distribution center capacity-related initiatives. These
enhancements helped us to improve e-commerce service levels and provide more delivery choices with an
overall broader product availability.

Overall, our global distribution network consists of 65 distribution centers, enabling us to service our
global demand efficiently and effectively. We operate distribution centers in all our markets, with

13 distribution centers in Europe, three in CIS, twelve in Emerging Markets, twelve in Asia-Pacific, eleven
in Greater China, seven in North America, and seven in Latin America. Given the above-average dynamic
economic environment, we continued across 2023 to further align the size of our network to the changing
demands of the relevant markets.

adidas vs. partner-owned and -operated distribution centers per region

Europe 7 13
CIS 213
Emerging Markets 12
Asia-Pacific 1IINGNGz&Kd 12
Greater China [ 11
North America 5HA 7
Latin America 4 7
Total 23 65

adidas-owned Il partner-owned

Of the 65 distribution centers that make up our global network, 23 are owned and operated by adidas,
while 42 are owned and operated by logistics partners, allowing for the operational flexibility and agility to
best service our customers and consumers.

To enable a broader range of products to be available at the point of sale, 34 of our distribution centers are
set up to serve all our channels. The other 31 have a channel- or service-specific set-up, in line with the
needs and developments of the different markets. This includes a facility where adidas has established a
proven dedicated returns concept for all channels to enhance the consumer experience and increase the
efficiency of the overall network. This diverse combination of distribution centers allows us to be agile and
efficient in distributing our products to our customers and consumers around the world.

68



adidas ANNUAL REPORT 2023

1 2 3 4 5
GROUP MANAGEMENT REPORT
OUR COMPANY

Performance KPIs to track product availability and on-time in-full delivery

Global Operations strives to develop, produce, source, and distribute ordered articles on time and in full.
Therefore, we track two KPls: ‘On-Time Available’ (OTA’) and ‘On-Time In-Full’ ('OTIF’). OTA measures on-
time-available products at the distribution center for both our wholesale customers and our own retail
stores. OTIF represents the in-full delivery of our products by the requested date to our own retail stores
and e-commerce consumers. Continuing the journey toward the 2025 OTIF ambition of 90%, in 2023 we have
included e-commerce together with own retail as an aligned global metric (previous years: OTIF = own retail
only).

In 2023, we reached an OTA level of 92% (2022: 82%), driven by all markets already performing above target
level in the first quarter of the year, with the exception of market Europe, which, however, recovered during
the second quarter.

OTIF performance was 89% (2022: 83%, own retail only), reflecting our diligent focus on operational
excellence across systems, distribution centers, and outbound transportation to ensure stable delivery
performance against the confirmed delivery dates for both our own retail stores and our e-commerce
consumers.
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Our People

We believe that our people are the key to the company’s success. Their performance, well-being, and
personal development have a significant impact on brand desire, consumer satisfaction, and, ultimately,
our financial performance. Our people strategy comprises three key pillars: Leadership, Betterment,
and Performance, all underpinned by ‘Diversity, Equity, and Inclusion’ [‘DEI’).

These pillars seek to focus our efforts on people and culture through:

— embedding DEI even further into our culture,

— attracting, developing, and retaining key talent,

— building role-model leaders who empower people,

— creating a premier employee experience,

— instilling a mindset of continuous learning,

— recognizing and rewarding both individual and team performance.

ADIDAS-GROUP.COM/S/EMPLOYEES

Our goal is to develop a culture that values the experience, well-being, and performance of our
employees. To support this, we focused on implementing and embedding our six values, introduced in
2022, across our people policies and processes, including the way we hire, promote, and evaluate
performance. Our six values are: Courage, Ownership, and Innovation, as well as Team Play, Respect, and
Integrity.

Embedding Diversity, Equity, and Inclusion into our culture

adidas has a dedicated Diversity, Equity and Inclusion (DEI) team with DEI leaders in each market, led by
the Global Senior Vice President DEI. We strongly believe that DEI gives us a real competitive edge and we
embrace it as we work to be the best sports brand in the world. By creating a level playing field for
everyone, we ensure that every individual has an equal opportunity to achieve betterment, maximize their
leadership potential and unleash high performance. By recruiting talent and developing our people to
reflect the rich diversity of our consumers and communities, we foster a culture of inclusion where we
value and leverage differences to engage our employees, develop leaders for our diverse markets and
connect with our consumers.

In 2022, we launched a new DEl strategy, 'Creating an Equal Playing Field for All,” which is based on three
key pillars: People, Culture, and Accountability. The strategy was informed by adidas’ first anonymous and
voluntary diversity dimensions survey on four key dimensions of diversity (gender, LGBTQIA+, race and
ethnicity, and disability). In October 2023, we shared the progress and impact we have delivered against
our strategy during our annual ‘Global Week of Inclusion” with many activities across the regions, where
our theme was: 'From Dialogue to Impact: Advancing the Playing Field for All." During this week, we also
launched our goals for gender balance within the adidas leadership team. The achievement of these
targets will be supported by sponsorship and other pipeline development programs for women.

SEE SECTION ‘WOMEN IN LEADERSHIP'

In addition, we held multiple panel discussions sharing the impact of our yearlong ‘Leading with Inclusion’

program to develop a collective competency among our senior leaders. We also shared the impact of our
new ‘Employee Resource Groups (ERG) Framework’ to provide governance, recognition, and upskilling to
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adidas ERGs. Finally, we launched a ‘Belonging” workout and hosted multiple live webinars for all
employees to learn how to enable belonging in teams.

To execute on our DEI strategy ‘Creating an Equal Playing Field for All,” we are continuing to progress on
our aspirations and commitments:

— Leading with inclusion: As a key enabler of the ‘Accountability’ pillar, our Executive Board members
and core leaders have taken a three-step development program to develop a collective competency for
inclusive leadership within adidas. The three steps include self-assessments, confidential coaching,
and a peer-to-peer experiential learning. The ‘Leading with Inclusion’ program is now cascaded to all
Board-minus-one leaders and will continue to cascade to all senior management as well as middle
management layers in 2024.

Women in management positions

40"

— Women in leadership: adidas has established a measurable, aspirational goal to help us realize our
DEI ambitions for gender balance. We are committed to increasing female representation in
management positions (Director level and above) globally to achieve a gender balance of 50% by 2033.
With 40% female representation in management positions in 2023, our women-in-leadership
aspirations reflect our commitment to gender balance and equity as well as our consumer focus,
where women are a priority. In addition, we have reached a female representation of combined 48% in
the middle and lower management as well as in senior professional levels. For all entry levels, total
female representation was 52% at the end of 2023. This serves as a robust foundation to achieve our
targets for higher management levels. Equity also plays an important role when it comes to women’s
promotions, and we achieved 52% in 2023. Moreover, for the Executive Board and the first two levels
below in Germany, adidas has clear statutory targets regarding female representation. In 2024, adidas
will continue to mentor and develop females for leadership roles and will design new initiatives such
as female sponsorship programs to focus on enhancing female representation across all leadership
levels. SEE DECLARATION ON CORPORATE GOVERNANCE

- Global racial equity: Our DEI strategy aspires to global racial equity through the broadening of our
data collection and talent initiatives to identify and support high-performing talent from
underrepresented and marginalized groups. We commit to promoting inclusivity across all diversity
dimensions and across different intersectionalities.

— ‘Employee Resource Groups’ [‘ERGs’): Throughout the company, we continued to support and grow
our ERGs through the development of a new ERG Framework and operating model to provide
governance, oversight, recognition, and upskilling to our ERG members. ERGs are employee-led
networks that give employees with differing backgrounds and perspectives communities of belonging
and togetherness. We have more than 30 ERGs around the globe, as well as diversity ambassador
teams that focus on diversity dimensions, such as ethnicity, gender, LGBTQIA+, experienced
generation, faith, disability, and mental health. Participation in these groups is voluntary and inclusive
to all employees.

— ‘United Against Racism’: adidas implemented ‘United Against Racism’ in June 2020 to support the
social justice movement and to promote racial equity within our US business and communities. This
initiative involves a multi-factored level of commitment across hiring, talent development, and
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community engagement with the goal of creating lasting change. The commitments include, among
others, an investment of US $ 120 million in the US toward ending racism and supporting Black
communities through to 2025 as well as funding for 55 university scholarships in the US each year for
Black and LatinX students. We also set new targets for increased representation of Black and LatinX
people within our US workforce, aiming to fill at least 30% of all new positions in the US with Black and
LatinX people by 2025. With 23% in 2023, we are well on track to meet our goal.

— DEI learning and development: In collaboration with our Global Talent team, adidas continues to offer
DEI learning fundamentals and essentials for all levels of employees to learn about DEI terminology.
Throughout 2024, employees will be enabled further to take a self-learning approach and create team
workouts to help drive an inclusive culture at adidas. Our learning team also offers mandatory anti-
discrimination and anti-harassment training for all employees, including anti-sexual-harassment
training.

— DEI Executive Council: Our DEI Executive Council, made up of a diverse group across the organization,
including all members of the Executive Board and leaders from each market, continued its work in
2023 to increase accountability for global DEl initiatives, address emerging DEI issues impacting our
brand, and drive the execution of our DEI strategy. Within their individual functions and markets,
Council members have committed to providing solutions to DEI challenges as well as identifying and
removing cross-functional and market barriers. In 2023, the DEI Executive Council invited employees
with different DEI dimensions and intersectionalities to provide feedback to senior leadership.

Attracting key talent

adidas continued to face the challenge of competing for highly sought-after talent in a changing
business landscape. In 2023, we hired over 9% more employees than in 2022, mainly driven by Retail hires.
adidas remains a leading company to work for, with our ‘employer of choice’ status continuing to receive
global recognition in 2023, as we topped our category in Forbes’ ‘World's Best Employers’ list for the third
year in succession and placed twelfth overall (2022:16th). We also remained in Universum'’s ‘World's Most
Attractive Employers’ rankings in 2023 for business, engineering, and IT students worldwide. In addition,
we were ranked fifth in ‘Stern Germany’s Best Employers,” second in ‘Germany’s Most Popular Fashion
Employers’ (‘Beliebteste Modearbeitgeber Deutschlands’) as part of the study "Working in Fashion’
published by ‘TextilWirtschaft,” and won the Association for Talent Development’s ‘Excellence in Practice
Award’ for leadership development. We also received the ‘Handshake 2023 Early Talent Award’ and the
‘RippleMatch 2023 Campus Forward Award’ as winner in the category ‘Large Early Career Programs.’

To support our talent pipeline, we executed several programmatic interventions in 2023:

— ‘Unlimited’ program: Unlimited provides support and opportunities for retail staff who want to pursue
a career in our corporate structure. North America continued the program with its sixth recruitment
cycle in 2023, while EMEA completed its second cycle with employees who started their new roles in
September 2023.

— Undergraduate and MBA internship programs: In 2023, we employed 283 interns globally (2022: 305).
Students were provided with a three- to six-month work and developmental opportunity within adidas,
accompanied by robust internship program elements that included professional development,
mentorship, and networking events. Our goal is to ensure we retain top-performing interns and have
them become full-time employees.
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— Candidate experience: In 2023, we rolled out a global candidate experience survey for all applicants to
our corporate roles (internal and external). This includes the overall candidate experience throughout
the full application process, as well as aspects such as speed and inclusiveness. The feedback will help
us to create a positive candidate experience. In 2023, we also optimized the end-to-end hiring process
in key locations, including decreasing our time to hire through the delivery of ‘Program Diamond.” As
part of this initiative, several manual tasks were automated and the onboarding experience elevated,
setting the foundation for a globally standardized hiring framework.

Building role-model leadership

Our development offerings focus on developing the leadership behaviors and essential skills needed to
ensure our continued success. Our ambition is to inspire and nurture talented and diverse leaders who
exemplify our leadership behaviors. We undertake different initiatives to elevate and enhance our
leadership pipeline:

— Leadership development experiences: Our portfolio of leadership development experiences is
designed for every level of management across all markets and functions. They include our ‘People
Leader Experience’ (PLE’), "Manager Development Experience’ ('MDE’], ‘Director Development
Experience’ ('DDE’], and 'Executive Development Experience’ ['EDE’). These interactive learning
experiences support the development of leadership skills that are directly linked to the participants’
current roles and responsibilities, as well as being aligned to our values. In 2023, 982 employees
enrolled in MDE or DDE, of which 562 completed the programs through a virtual experience.
Additionally, 1,551 people leaders and/or those who aspire to lead people enrolled in PLE, with
1,314 completing the program through a virtual, collaborative experience.

— adidas 360°: After a successful pilot in 2022, adidas 360° was introduced as a tool for leadership
development in 2023. It involves soliciting feedback from multiple sources, including managers, direct
reports, and other stakeholders. The purpose of adidas 360° is to help senior leadership gain a better
understanding of how their behavior is perceived. It provides valuable feedback as a critical driver for
professional and organizational growth.

— Succession management: Our succession management approach aims to ensure stability and
certainty in business continuity through the development of strong internal talent pipelines for critical
leadership positions. We achieve this through a globally consistent succession process that identifies
these critical leadership positions and matches our top talent as successors to these roles. We also
drive the succession process through achievable development plans that prepare the identified
successors for their next steps. Our leadership groups and top talent pool serve as the succession
pipeline for the executive roles in our organization.

— Leadership groups: Our leadership groups consist of the ‘Core Leadership Group’ (‘CLG’) and the
‘Extended Leadership Group’ ((ELG’). The CLG partners with the Executive Board, while the ELG
collaborates across markets and functions, leading the execution of our strategic initiatives.
Furthermore, the ELG drives continuous improvement and consistency throughout the organization.

— Global High-Potential Program: We invest in selected high-performing and high-potential employees
through our ‘Global High Potential’ ((GHIPO’) program. This program enables us to identify and develop
global high-potential leaders who have the ability to take on more complex and demanding
responsibilities at a higher leadership level. The program is designed to strengthen the participants’
business acumen skills, build peer relationships and give participants cross-functional and cross-
cultural exposure. Through continuous investment into the development and growth of our GHIPOs, we
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are strengthening our global, regional, local, and functional succession pipelines. Until the end of 2023,
a total of 94% of the GHIPO participants successfully made positive career steps through upward,
lateral, cross-cultural, or cross-functional moves.

Creating a premier employee experience

Ensuring a positive and impactful employee experience is a key focus of our people strategy. We do this
through listening to feedback from our employees, offering opportunities for flexibility, and focusing on
well-being.

Employee listening: Building on our established employee listening activities, we launched another
annual 'Employee Listening Survey’ (ELS’) in March 2023, with a record participation of 73% across all
employees in corporate offices, retail stores, and distribution centers. In addition to feedback analysis
being undertaken within the respective teams, we identified employees globally to help leadership
create and drive action plans.

Health management: We strongly believe that physical, mental, and social well-being are of equal
importance and are the cornerstone of sustainable performance. With this holistic approach, we aim to
provide the best possible conditions for our employees to ensure their well-being, safety, and health.
Focusing on prevention, education, and support, our comprehensive and inclusive portfolio caters for
the diverse needs of our employees. Our employees have access to a wide range of sports activities,
events, and facilities. We have corporate gyms at many locations around the world, including
Herzogenaurach, Portland, Gurgaon, Shanghai, Dubai, and Manchester. Many of our office buildings
have lockers and showers, allowing employees to include sports in their working day or cycle to work.
To meet employee needs in a hybrid work set-up, programs are both local and virtual to support
teamwork and a healthy lifestyle. Offerings range from hybrid sports classes to medical and
psychosocial consultations (in-person and virtual], screening and vaccination programs, tools for
digital disconnection to carefully curated sessions on life topics. Today, with a gradual extension,
almost all adidas employees around the world have access to an employee assistance program. On the
occasion of World Mental Health Day, many initiatives were launched across markets to proactively
nurture, protect, and promote mental well-being. In addition, 2023 saw the implementation and
extension of selected programs offered across Germany aimed at elevating our approach to health.
These include a tailored three-year plan for our dual students and apprentices to support a healthy
start to their working life, ergonomic programs for our employees, and healthy leadership training for
our people managers in our stores and distribution centers.

Health and safety: Managing the health and safety of our global workforce remains a priority for us.
Our infrastructure, assets, and operations comply with ISO 45001 (Occupational health and safety
management system), and we regularly conduct internal and external audits to ensure a healthy, safe,
and secure work environment for all employees. We monitor our performance closely to measure our
progress toward our targets and to identify areas for improvement. Our training and guidelines on
health and safety have been successfully implemented and scaled throughout the organization. In
2023, we recorded a ‘Lost Time Incident Rate’ ('LTIR’) of 0.33 (2022: 0.44) as well as, unchanged to the
previous year, a zero ‘Occupational Illness Frequency Rate’ ('OIFR’]) and zero fatalities for own
employees.'?

12 Own employees at offices and distribution centers. Excluding employees at own retail stores.
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For external, contracted workforce at our offices and distribution centers, we ended the year 2023 with
an improved LTIR of 0.49 (2022: 0.67). In 2023 we recorded one work-related fatal accident at an own
retail construction site compared to one such accident at a distribution center in 2022. We initiated
thorough investigations to understand the exact root cause enabling us to take all measures and
actions necessary to prevent similar accidents in the future.

Work-Llife integration: We aim to harmonize the commercial interests of the company with the
professional, private, and family needs of our employees. Our work-life integration initiatives and
programs include the provision of flexible working times and locations, personal development, and
leadership competence related to work-Llife integration, as well as family-oriented services:

— Family and childcare: In addition to providing flexible working opportunities and sabbaticals, we
maintain a family-friendly environment and infrastructure. At our headquarters in
Herzogenaurach, we provide a bilingual childcare facility, ‘World of Kids,” with 270 places. Well-
equipped parent-child offices on campus provide for safe spaces to bring kids to the workplace.
We also run children’s camps to support working parents during school holidays. In
Herzogenaurach alone, 450 children attended these camps in 2023, and 115 in Portland. Our
Latin America market held a special day where children had the opportunity to accompany their
parents to work to learn what they do and enjoy a fun program.

— Parental leave: For parental leave and re-entry, programs are in place to provide employees with
advice early on and options for their return to work, also taking into consideration flexible
working hours and work locations. In Germany, employees on parental leave are guaranteed their
original positions, which are only filled temporarily. In the US, in addition to regular parental
leave for new parents (up to ten weeks at home, 70% of their salary), adidas offers an extra two
weeks of paid parental leave. Furthermore, our special parental bonding leave provides parents
with the opportunity to stay home for up to six months within the first twelve months after the
child’s birth or placement. While unpaid, it offers parents the opportunity to stay home longer and
take care of their new arrival and new life together. Latin America provides for an extended
parental leave approach across the market, with mothers having 24 paid weeks in total to spend
with their children, while fathers/partners have 20 paid days in total. In addition, mothers can
work fewer hours for one month immediately before and after their maternity leave period.
adidas offers paid secondary parental leave subject to local market legal requirements.

— Flexible work: Our global flexible work approach comprises two concepts. With ‘0ff-Campus-
Working,” employees can work up to 40% of their working hours from home. In addition, our
‘Working from Elsewhere’ concept’ enables short-term remote working from another location
(domestic or international] for up to ten days per year. Having experienced the importance of
social and personal interaction first-hand during the pandemic, we want to maintain flexibility to
support employees’ unique needs and experiences while enabling personal collaboration at the
workplace.

Commitment to impact: Together with our employees and partners, we act on our purpose that
through sport, we have the power to change lives by fostering genuine connections with the
communities we serve and affect. To maximize this positive impact, we create volunteering programs
and company-matched fundraisers that encourage our people to actively engage and bring our core
belief to life.

In 2023, adidas launched a new global employee giving platform allowing employees across all
markets to participate in impactful volunteering activities and to contribute to global fundraising
opportunities. Examples for volunteering opportunities - co-created with our partners and based on
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the respective communities’ needs - range from refurbishing sport fields, to serving as a running
buddy for blind runners, to coaching children with special needs and many more. Collectively, adidas
employees performed 2,547 hours of voluntary work’3, engaged in 83 different projects, and/or
supported 62 non-profit organizations or social ventures. On top of that, adidas employees donated
€ 81,749 in 2023. Employee donations were matched by adidas with € 45,112. We demonstrated our
support as one adidas team, especially when disaster struck, for example in a fundraiser for those
affected by the earthquake in Turkey and Syria.

— Employee relations: We invested in our new, global employee relations function, which offers a
dedicated, independent, and impartial resource and point of contact to resolve workplace conflicts. The
team plays a pivotal role in enhancing our workplace culture, ensuring that interactions reflect our
adidas values of integrity and respect.

Instilling a mindset of continuous learning

We continue to promote a high-performance culture by developing our employees. We offer a wide
range of learning and development opportunities, including online learning resources and interactive
learning experiences that provide personal and professional growth opportunities for our workforce. Our
investments in digital learning and development opportunities, such as LinkedIn Learning, Udemy, Circus
Street, and Arizona State University, offer equitable access to learning content and just-in-time upskilling
and/or reskilling. Our more than 59,000 employees worldwide invested a total of 1,020,000 hours in
trainings and workshops that were completed in 2023 - an average of 17.9 hours.

The key pillars of our extended learning and development offerings are informal learning and mentoring.
Our informal learning is supported by platforms where employees can network and connect across the
organization based on shared learning goals and/or interests. When participating in our informal learning
offerings, more than 97% of employees said it made them feel more connected to the people and culture
at adidas and would recommend the program to others.

Rewarding individual and team performance

The key focus of our rewards strategy is to attract, retain, and motivate individuals through
remuneration and benefits that are inclusive, fit for purpose, and competitive in the marketplace - thus
enabling us to achieve our strategic objectives. To promote a high-performance culture, it is essential that
we focus on performance management to ensure fair and equitable reward and recognition.

— Performance management: #MYBEST continues to be our global performance development approach
and remains a key enabler of our high-performance culture. During 2023, we embedded our values
into the performance evaluation, focusing on development and coaching to improve our people’s
demonstration of our values and strengthen our company culture.

We also focused on improving quality performance conversations, enabling our people to set clear
performance expectations, engage in continuous feedback and provide holistic, fact-based, and
inclusive assessments.

13 Excludes ‘ERG’ and individual hours of voluntary work.
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Total compensation management: Compensation at adidas has a dual focus of ensuring employees
are compensated fairly and equitably for the role they perform, while also creating a culture of
rewarding performance. The adidas total compensation management philosophy enables educated
compensation decisions based on external market reference and internal equity. It also takes into
account the skills, experience, and responsibility of each individual. Our variable compensation
programs engage and motivate employees by reflecting their activities input, while driving a culture of
high-performance. To do this, adidas offers the following variable compensation plans:

— Short-Term Incentive ('STI') program
—  Profit participation programs,
— Long-Term Incentive Plan ('LTIP’] for senior management.

Benefits: At adidas, employee benefits take the form of monetary or non-monetary programs that
supplement wages or salaries on a discretionary or non-discretionary basis. Programs can be offered
globally, regionally, or locally and can be statutory or supplemental. They comply with legislation or
local market practice and are based on benchmark data.

Cross-border employment: adidas invests in international relocation to fill local skill gaps, enable
knowledge transfer, develop talent for a more diverse workforce, and promote our learning culture.
Our aim is to support the success of our business through a relocation of talent that will both enhance
the employee experience and align with our business purpose.

Stock Purchase Plan: Participation in the Stock Purchase Plan is open to employees in Germany, the
US, the Netherlands, and Greater China (China mainland, Taiwan, and Hong Kong). This corresponds to
almost half our global workforce (excluding Retail). A total of 4,714 employees participated in the
program in 2023 (2022: 4,468).

Global employee population

On December 31, 2023, the company had 59,030 employees worldwide (2022: 59,258 ). Thereof, 8,312 were
employed at adidas AG (2022: 8,556). On a full-time equivalent basis, the company had 51,561 employees
on December 31, 2023 (2022: 51,777), thereof 7,374 at adidas AG (2022: 7,678). In 2023, personnel
expenses increased to € 2,964 million (2022: € 2,856 million), representing 14% of sales (2022: 13%).

SEE TEN-YEAR OVERVIEW > SEE NOTE 40 > SEE NOTE 31
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Employee statistics'

2023 2022

Total number of employees? 59,030 59,258
Total employees

Male 49% 48%

Female 51% 52%
Management positions®

Male 60% 61%

Female 40% 39%
Average age of employees (in years) 33 32
Average length of service (in years] 5 5

1 Atyear-end.

2 Number of employees on a headcount basis.
3 Calculated in accordance with German Act on Equal Participation of Women and Men in Leadership Positions in the Private and Public Sector in Germany.

Employee split’

24% Group functions 25% EMEA
9% Latin America 15% North America
13% Greater China 14% Asia-Pacific
1 Atyear-end.

Number of employees by function'

Employees? Full-time equivalents
2023 in % 2022 2023 2022
Own retail 32,893 56 31,477 26,462 25,123
Sales 2,830 5 3,112 2,761 3,022
Logistics 7,243 12 8,254 6,920 7,867
Marketing 4,586 8 4,685 4,363 4,460
Central administration 5,056 9 5,161 4,849 4,931
Production 415 1 558 396 545
Research and development 987 2 1,031 910 966
IT 5,020 9 4,980 4,900 4,864
Total 59,030 100 59,258 51,561 51,777
1 Atyear-end.

2 Number of employees on a headcount basis.
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Sustainability

adidas’ purpose, ‘Through sport, we have the power to change lives,” guides the way we run our
company, how we work with our partners, create our products, and engage with our consumers. We will
always strive to expand the limits of human possibilities, to include and unite people through sport, and
to create a more sustainable world. We believe that acting as a responsible company will contribute to
lasting economic success. However, achieving a truly sustainable business model is a marathon, not a
sprint.

Sustainability rooted in our purpose

Our commitment to sustainability is embedded into how we have done business for over two decades. It
is rooted in our purpose, ‘Through sport, we have the power to change lives.” To underline this
commitment, in 2021, we further sharpened our focus on sustainability and defined a roadmap for 2025
and beyond that allows us to create - and drive - positive impact. As we keep pioneering in sustainability
and join forces with the industry and peers to drive systemic change, we will continue to move to a
comprehensive, consumer-facing sustainable article offering at scale, evolve our approach to circularity,
and work toward achieving climate neutrality (COze) across our entire value chain. We will continue to
empower our employees to become sustainability ambassadors, just as we invite our consumers globally
to engage and connect with us on the topic of sustainability. Lastly, we also aim to uphold the highest
standards in the area of social compliance across our supply chain. ADIDAS-GROUP.COM/SUSTAINABILITY

Governance

A robust governance structure ensures timely and direct execution of programs that drive the
achievement of our set of targets for 2025 and beyond. The head of Sustainability reports directly to the
member of the Executive Board responsible for Global Operations, who is responsible for the
development, coordination, and execution of our environmental sustainability strategy and leads the
Sustainability Sponsor Board (‘'SSB’). The SSB is composed of senior representatives from different
functions across the company and ensures cross-functional alignment, transparent end-to-end
management, and execution of agreed-upon sustainability goals. We also maintain a separate compliance
function which is operated as the Social and Environmental Affairs [[SEA’) Team to monitor supplier-facing
social and environmental compliance performance and human rights impacts, reporting to the CEO
through the General Counsel. In 2022, we set up a cross-functional 'ESG Regulation Board' to ensure we
stay well on track of upcoming regulation for management of environmental, social, and governance
(‘'ESG’) topics and disclosures. The sponsor for the ESG Regulation Board is also a member of the SSB to
ensure best possible alignment between the two bodies. Notably, in 2023, various ESG progress updates
were given to the Executive and Supervisory Boards. Ultimately, the variable compensation of the entire
Executive Board has been linked to the ESG criterion 'Share of sustainable articles’ since 2021.

SEE MANAGEMENT ASSESSMENT OF PERFORMANCE, RISKS AND OPPORTUNITIES, AND OUTLOOK > ADIDAS-GROUP.COM/COMPENSATION

We have set up regular sustainability networking calls for all employees involved in sustainability projects
and programs in the organization to ensure company-wide alignment on all levels. On top of this, adidas
continued to offer the company-wide sustainability training program available to all employees, educating
them on how to think and act sustainably, enabling them to become sustainability ambassadors, and
encouraging everyone to make personal and professional commitments to contribute to a cleaner planet.
We also updated the Green Ambassador training for our retail colleagues, now covering even more
comprehensive sustainability content, and rolled it out with the objective of informing, engaging, and
inspiring our entire team and all consumers around the globe that we interact with on a daily basis. In
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2023, around 130 training sessions were delivered, attended by more than 1,000 retail employees
worldwide.

Materiality

Throughout 2023, adidas monitored its non-financial topics that were identified through its 2022 full-scope
materiality analysis. As a result of this monitoring process, the list of material topics has not changed
compared to the previous year. The analysis in 2022 involved various internal stakeholders and was carried
out taking two perspectives: an impact materiality perspective (inside-out) as well as a financial materiality
perspective (outside-in), each of which was assessed both qualitatively and quantitatively.

For a list of all material topics, please refer to the non-financial statement. SEE NON-FINANCIAL STATEMENT

Stakeholder engagement

Engaging openly with stakeholders and establishing ways to increase transparency and disclosure has
long been central to our approach, as has been securing feedback and acting on stakeholder concerns.
This is indeed integral to our human rights and environmental impact due diligence activities and the
shaping of our social and environmental strategies and plans. Our stakeholders are those people or
organizations who affect or are affected by our operations, including our employees, consumers, suppliers
and their workers, customers, investors, media, governments, and NGOs. We have guidelines that specify
key principles for the development of stakeholder relations and detail the different forms of stakeholder
engagement. adidas participates in a variety of industry associations, multi-stakeholder organizations, and
non-profit initiatives. Through these memberships, we work closely with leading companies from different
sectors to develop sustainable business approaches and debate social and environmental topics on a
global, regional, and local level.

We use collaborations and partnerships to build leverage for systemic change in our industry, such as
for efforts to mitigate the carbon footprint in our industry’s supply chain, to strengthen chemical
management practices, and to raise social and environmental standards in the textile and footwear
supply chain. In addition, we build awareness, capacity, and knowledge of laws and rights among factory
management and workers by partnering with leading providers such as the International Labour
Organization’s ('ILO’) ‘Better Work’ program, as well as with the United Nations International
Organization for Migration ('IOM’) with the objective of ensuring that the labor rights of foreign and
migrant workers are upheld in the adidas supply chain.

Key memberships:

— Apparel and Footwear International RSL Management ('AFIRM’) working group
— Better Cotton ('‘BC’)

— Fair Factories Clearinghouse ('FFC’)

— Fair Labor Association (‘FLA’)

— Fashion for Good

— Federation of European Sporting Goods Industry (‘FESI’)

— German government-led Partnership for Sustainable Textiles (‘Textilbiindnis’)
— Leather Working Group ('LWG’)

— Organic Cotton Accelerator ((OCA’)

— Textile Exchange

— The Fashion Pact

— The Microfibre Consortium (‘TMC’)

— The International Accord for Health and Safety in the Textile and Garment Industry
— United Nations Fashion Industry Charter for Climate Action (UNFCCC’)

— World Federation of the Sporting Goods Industry (WFSGI')

— Zero Discharge of Hazardous Chemicals (ZDHC’) Foundation
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Transparency

We believe that transparent communication with our stakeholders on our sustainability ambitions and
progress is critical. We use global reporting standards such as the guidelines of the Global Reporting
Initiative ('GRI') and the Sustainability Accountability Standards Board ('SASB’) to inform our external non-
financial reporting. We regularly disclose additional information to public-facing social and environmental
benchmarks, such as the Corporate Human Rights Benchmark, and reporting platforms, such as CDP, and
publish important sustainability updates about our work throughout the year on our corporate channels,
including our corporate website. A key element is the publication of our global supplier factory list, which
is updated twice a year. In addition, we disclose the names of the factories of suppliers that process
materials for our primary suppliers and subcontractors, where the majority of wet processes are carried
out.

Over the last few years, we have placed particular emphasis on further evolving climate-related reporting
beyond established disclosures, including CDP submissions, and have continued to stepwise include the
‘Task Force on Climate-related Financial Disclosures’ (TCFD’) recommendations addressing the
framework’s four thematic areas: governance, strategy, risk management, as well as metrics and targets.
As part of our risk identification process, we monitor physical risks related to climate change as well as
risks and opportunities resulting from the transition to a low-carbon economy. During 2023, we
established a core team composed of experts from several business areas. Its objective is to start building
more granularity to ensure high-quality data for more extensive external reporting for scenario analyses
and setting up the base to support us to make informed business decisions - considering the medium- and
long-term financial impacts of climate change across our value chain as well as the broader social and
environmental impacts. SEE RISK AND OPPORTUNITY REPORT

External recognition

adidas continuously receives positive recognition from international institutions, rating agencies, NGOs,
and socially responsible investment analysts for its holistic approach to managing sustainability. In 2023,
adidas was again subject to comprehensive corporate ESG assessments and took part in focused thematic
disclosure benchmarks for environmental or social performance. As a result, adidas was represented in a
number of high-profile sustainability indices, ratings, and disclosure benchmark evaluations.

External recognition 2023

Environmental, Social, Environmental Social
Governance (ESG) Performance Performance Performance
MSCI ESG Rating CDP Climate Change Corporate Human Rights Benchmark
(‘AAA," upper score: ‘AAA’) (‘A-" score, upper score: ‘A’) (among top 10 in our industry)
S&P Global ESG Evaluation CDP Water KnowTheChain Benchmark
(85/100, upper score: 100) ('B" score, upper score: ‘A’) (among top 3 in our industry)
Sustainalytics ESG Risk Rating CDP Forests' World Benchmarking Alliance
(14.8/100, upper score: 0) ('CC’ score, upper score: ‘A’) Gender Benchmark

’ ' ) ' ) (among top 20 in our industry)
ISS Corporate Rating Corporate Information
(Prime ‘B-" Score, Transparency Index
upper score: ‘A’) (among top 3 across industries)

1 Accumulated separate scores for the disclosed commodities of leather ('C’) and timber ('C').

adidas maintained its leadership position for supply chain environmental performance and, in 2023, was
awarded first place in the Corporate Information Transparency Index [‘CITI’) by the Institute of Public &
Environmental Affairs ('IPE’), acknowledging our efforts for improving environmental management and
transparency for our supply chain in China.
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Environmental impacts

In 2023, decarbonization, circularity, biodiversity, and water management were confirmed as key
environmental impact areas for us to continue to focus onin our strategy. During 2023, we continued to
increase the number of articles we define as sustainable, aiming at 90% of our articles to be sustainable
by 2025, and to work toward achieving climate neutrality (COz¢e) across our entire value chain. We also
assessed selected key materials potentially contributing to biodiversity risks and committed to a
deforestation-free leather supply chain latest by 2030. We further evolved our approach to circularity to
support the creation of an ecosystem that is necessary to scale circular solutions in our industry. This
included focused engagement in cross-industry projects aimed at unlocking circularity, such as ‘T-REX’
and ‘Sorting for Circularity.” We also continued to address water efficiency and quality in our supply chain,
with an advanced chemical management program and ambitious targets in place.

We empower our employees to become sustainability ambassadors, just as we invite consumers globally
to engage and connect with us on the topic of sustainability. Our established running movement ‘Run for
the Oceans’ has evolved into ‘Move for the Planet,” an initiative aiming to raise consumer awareness for
climate change by supporting selected grassroots sports organizations. adidas has partnered up with not-
for-profit organization ‘Common Goal’ to help communities in need engage in climate action through
sport. This includes initiatives such as renewing a community’s sports field using recycled materials and
providing training on how to reduce plastic waste at sports facilities.

We believe that moving toward achieving the targets we have defined for 2025 and beyond will set us up for
future success. Engaging closely with our suppliers remains critical to achieving our targets. We are
therefore leveraging our long-term relationships with suppliers to ensure they can help us achieve our
decarbonization targets and we are also working closely with partners to scale innovative materials,
recycling technologies, and circular business practices across the value chain.
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Targets for 2025 and beyond: Environmental impacts
Target year Area Target Baseline
Own operations
Emissi Achievement of
missions climate neutrality (COze)’
o - - -
Water 15% water intensity reduction 2019
(m3/m?)
Waste 95% waste diversion rate
Supply chain
Adoption of renewable energy at
Energy strategic Tier 1 and Tier 2 supplier 2017
facilities to keep emissions flat
40% water consumption intensity
Water reduction at Tier 2 supplier 2017
facilities
80% of chemical formulations used
2025 by our suppliers for production
Chemicals (Input) achieve the highest level of
conformance with ZDHC MRSL
('Level 3)
90% of suppliers that operate on-
Wastewater [Output] site effluents plants to achieve
astewater {Lutpu ZDHC "Wastewater Foundational
Level’
Product
9 out of 10 articles will be
sustainable, meaning that they are
Sustainable article offering - to a significant degree - made
with environmentally preferred
materials?
N - -
Decarbonization 15% reduction of GHG emissions 2017
per product
2030 Entire value chain 30% reduction of GHG emissions’ 2017
2050 (from raw material production to Achievement of

own operations)

1 Targets received approval by the Science Based Targets initiative (SBTi). We will re-submit these targets to SBTi for approval throughout 2024.

climate neutrality (COze)

2 Subject to reasonable assurance engagement of PricewaterhouseCoopers GmbH Wirtschaftspriifungsgesellschaft.

The table provides an overview of the targets we have set ourselves that will help us reduce our

environmental impacts.
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Decarbonization

The climate crisis presents the most pressing long-term challenge facing civilization. For that reason,
adidas has set targets that will help us limit emissions aligned with the 1.5°C benchmark and contribute to
a net-zero future. adidas has committed to:

— achieving climate neutrality (CO2e) across its own operations (Scope 1 and 2] by 2025,

— reducing absolute greenhouse gas (GHG) emissions across the entire value chain (Scope 1, 2, 3]
by 30% by 2030, measured against a baseline of 2017, and

— achieving climate neutrality (COze] across the entire value chain by 2050.

Our emission reduction targets by 2025 and 2030 have been approved by the ‘Science Based Targets
initiative” (‘'SBTI’).'s Within the 2025 target, we commit to reducing absolute Scope 1 and 2 GHG emissions
by 90% '¢ from a baseline of 2017. This target is consistent with the reduction pathways needed to prevent
a rise in average temperatures of more than 1.5°C - the most ambitious goal of the Paris Agreement. Our
GHG reduction target for value chain emissions (Scope 1, 2, 3) of 30% by 2030 (baseline 2017) meets the
SBTi’s criteria for ambitious value chain goals, meaning they are in line with current best practices.

When it comes to decarbonization, we believe that data quality is critical. Therefore, in addition to
developing a tool that enables us to quantify, monitor, and be transparent about our carbon footprint along
our entire value chain, we have put considerable effort in gathering more primary data from our suppliers
over the last few years. This has allowed us to gain more precise insights into carbon emissions, energy
consumption, and the impact of our decarbonization initiatives.

As both the quality and availability of data improved significantly in 2023, we were able to update our
methodology for measuring carbon footprint across our value chain. Consequently, we recalculated the
2022 data to ensure year-over-year comparability. This updated methodology continues to be fully aligned
with international methodology standards, provided by e.g. the GHG Protocol and SBTi, and reduces the
dependance on assumptions and generalizations typically presented by secondary data.

As in the previous year, the 2023 results show that our environmental impacts are distributed unequally
across the value chain, with the most significant impacts generated in the supply chain, particularly in raw
materials production and processing.

The following table shows the total annual GHG emissions across our value chain. The average Scope 1, 2,
and 3 annual GHG emissions per product for 2023 decreased by 3% compared to the previous year. This
reduction has been driven by the work done with our suppliers, such as continuing with the phase-out of
coal in our manufacturing facilities and the increased use of renewable energy. Our innovation effort, that
has also enabled us to use low-carbon manufacturing methods and materials, as well as decreased
production volumes due to high inventory levels in the market translated into a 24% reduction in total
absolute GHG emissions'” compared to the previous year.

14 The target boundary includes biogenic emissions and removals from bioenergy feedstocks.
15 We will resubmit these targets to SBTi for approval during 2024.

16 In line with SBTi requirements, we allow ourselves, if needed, a reduction of a maximum of 10% of all emissions in the target year, to be achieved through
offsetting.

17 Calculation excludes emissions resulting from ‘Use of sold products’ in alignment with the guidance provided by the ‘Science Based Targets initiative’.
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Breakdown of annual GHG emissions'23

2023 2022

Scope 1 emissions (in tons COze) 21,779 21,856
Administrative offices 9,863 10,752
Distribution centers 5,831 5,128
Own retail stores 5,160 5,439
Showrooms 925 537
Scope 2 emissions, market-based (in tons COze) 142,457 142,293
Administrative offices 16,349 13,354
Distribution centers 20,311 21,647
Own retail stores 102,003 104,480
Showrooms 3,794 2,812
Scope 3 emissions (in tons COze) 5,894,811 7,635,784
Purchased goods and services 4,503,000 6,041,553
Upstream transportation and distribution 247,684 343,556
Business travel 43,753 36,158
Use of sold products 957,429 1,057,515
End-of-life treatment of sold products 142,945 157,002
Total emissions (in tons COze) 6,059,047 7,799,933
GH(Zen't\;ssions per product, total emissions/production volume (kg COze per 6.3 6.5
produc

1 Values reported cover production seasons 5523 and FW23. Within Scope 3, ‘Purchased goods and services’ considers the production and processing of raw
materials for which impacts are estimated based on quantities of materials and life-cycle analysis data. All key production processes are considered. Primary,
secondary, and tertiary packaging material quantities are included. The quantities are estimated based on sales volumes, using composition and weight
assumptions from the ‘Product Environmental Footprint Category Rules’ [PEFCR’). Furthermore, ‘Purchased goods and services’ also considers the assembly
phase, for which impacts are estimated by applying emission factors to reported energy consumption from Tier 1 strategic suppliers. Sourcing volume data is
used to estimate the impact of non-strategic suppliers (<20%). ‘Upstream transportation and distribution’: Quantities of goods for specified distribution routes
are combined with transport emissions factors. ‘Business travel’: Calculations are based on the business travel data system. ‘Use of sold products’: Emissions
caused by washing, drying, and ironing of sold products throughout their lifetime based on data on average care cycles from PEFCR and life-cycle analysis
datasets. ‘End-of-Llife treatment of old products’: Emissions caused by disposal of sold products are estimated based on sales volumes and typical waste
disposal routes [e.g., landfill and incineration). Scope 1 and 2: Impacts are calculated based on 79% of reported environmental quantities (primary data) in the
Health and Safety, Environment, and Energy (HSEE) own operations data collection systems and 21% by estimations. The estimations are calculated by scaling
up the primary data collected at the facility or site level to a company-wide level on the basis of gross lease area (in square meters).

2 Intensity factor to calculate emissions per product excludes emissions resulting from ‘Use of sold products’ to align with our GHG reduction target for 2030 as
approved by the SBTi.

3 Figures for Scope 3 emissions in 2022 were revised following a methodology update. Scope 3 emissions in 2022 applying the previous methodology totaled
7,523,545 tons COze.

During 2023, some of our suppliers purchased Energy Attribute Certificates ('EACs’). The reduction of
emissions resulting from these EACs were not factored into our footprint calculation, due to the current
lack of consensus on concepts on the operationalization and accounting approach. Instead, we continued
to collaborate with the industry to find more robust solutions that allow for Scope 3 interventions that
further incentivize investments and overall long-term decarbonization of the industry.

Reducing land-related emissions (‘FLAG’)

adidas recognizes the importance of reducing land-related emissions. Therefore, in 2023, we started to
quantify our emissions resulting from Forest, Land, and Agriculture [FLAG’) operations according to the
SBTi FLAG Guidance. The results of our calculations (based on 2022 data) show that FLAG emissions
represent only a minor proportion of adidas’ total GHG emissions, with the main impacts stemming from
sourcing cow leather, cotton, and natural rubber. The result of 7% FLAG emissions'® falls below the SBTi

18 The result of 7% FLAG emissions was not part of an assurance engagement by PricewaterhouseCoopers GmbH Wirtschaftspriifungsgesellschaft.

85



adidas ANNUAL REPORT 2023

1 2 3 4 5
GROUP MANAGEMENT REPORT
OUR COMPANY

threshold for required FLAG target setting, but adidas will continue to work on reducing those
emissions.

Measuring our product footprint

adidas recognizes the pivotal role of data and transparency as catalysts for increasing awareness and
informed decision-making to mitigate the environmental impact of our products. This impact, largely
resulting from decisions made during the design phase, underlines the importance of strategic
interventions. In 2023, we achieved a critical milestone with the development of an in-house, state-of-the-
art tool that allows us to measure the environmental footprint of any footwear or apparel product within
our portfolio. Aligned with international standards, the methodology adheres to ISO 14067:2018 and has
undergone rigorous third-party verification. This tool is seamlessly integrated into our existing creation
systems, connecting and leveraging available life cycle assessment (LCA) data, ultimately speeding up the
calculation process and enhancing accuracy.

This tool enables us to create higher transparency about product carbon footprints for consumers. In
2023, we managed to disclose the carbon footprint for selected articles and will continue to do so for an
increasing number of articles in 2024.

Identifying ways we can make lower-impact products requires a detailed and thorough approach that
includes not only optimizing our own operations but also the manufacturing of each of our products. As
most of our carbon emissions occur outside our direct control, we collaborate with our suppliers located
across the globe, helping them improve their carbon footprint during production processes.

Supply chain

Greenhouse gas emissions resulting from energy use during manufacturing of products at our supplier
factories are one of the major contributors to the carbon footprint of our entire value chain. Consequently,
working with our suppliers and helping them reduce their emissions is critical for achieving our
decarbonization targets. As our supply chain is large and diverse, we benefit from setting and
communicating clear ambitions and tangible goals for suppliers, while supporting them with expert know-
how and training, and ultimately also measuring and rewarding them for progress made.

In 2022, we set clear expectations for developing a holistic approach to decarbonization in our ‘adidas
Decarbonization Manifesto’ for our strategic suppliers at Tier 1 and Tier 2:

— Environmental stewardship: Suppliers should set targets that get approved by the SBTi by 2024.

— Materials: 100% of new material offered to adidas must be of sustainable content and produced
using low-carbon-intensive processes.

—  Product: Suppliers should aim for an aggressive adoption of more sustainable and low-carbon
materials spanning from creation to manufacturing.

— Transparency: Suppliers should build in-house capacity to provide full transparency and
traceability, from raw material to finished product, and connect to the adidas sustainable
material tracing tool that is used to trace the source of origin.

— Energy sources: Suppliers should adopt clean energy, including rooftop solar energy, energy
sourced through renewable energy purchase power agreements (PPAs), and other renewable
alternatives, and also achieve a phase-out of coal by or before 2025.

— Manufacturing processes: Suppliers should adopt low-carbon technologies selected from the
adidas low-carbon technology portfolio.

During 2023, we translated the high-level direction of our Manifesto into actionable goals and revised the

framework we use to track performance of suppliers, helping us monitor how each supplieris contributing
to our decarbonization efforts. These goals include increasing the use of renewable or low-carbon energy
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sources, improving energy efficiency, and demonstrating progress toward targets that are aligned with the
SBTi. We incentivize suppliers for their performance, including product allocation priority, opportunity for
existing, high-performing partners to gain market share, entry opportunity for new, disruptive supplier
partners, as well as first-mover advantage and sustainability leadership position.

Key highlights of our suppliers’ progress during 2023 are as follows:

— Phasing out coal-fired boilers: Since 2022, we have prohibited our suppliers from installing new
coal-fired boilers, heaters, or power generation systems, and remain committed to phasing out
coal-fired boilers at all direct supplier facilities at Tier 1 and Tier 2 by 2025. By the end of 2023,
more than 48 boilers have been modified or replaced (2022:18) to use 100% low-carbon fuel such
as biomass or natural gas. Furthermore, six of our suppliers have now completely phased out the
use of coal in their production.

— Increasing adoption of on-site renewable energy for electricity generation: We have been
asking our suppliers to install on-site renewable energy sources, such as rooftop solar projects,
for the last few years, and we are seeing steady progress. The total capacity of rooftop solar
projects at our key suppliers increased by 44% compared to the previous year to 267 MWp in
2023.

— Preparing suppliers to purchase electricity from off-site renewable energy (RE) sources: After
seeing first positive environmental effects from implemented PPAs and Green Tariffs at some
supplier facilities in 2022, we expanded the coverage and scale of our renewable electricity target
in 2023. We supported our suppliers by conducting upskilling sessions on PPAs, Green Tariffs,
and Energy Attribute Certificates ['EACs’) or Renewable Energy Certificates [[RECs’) and
connecting them with providers of these solutions. As a result, 35 supplier factories are now
using more than 50% of their electricity from RE. Overall, our suppliers sourced more than
447,268 MWh from off-site renewable energy projects in 2023, reflecting an increase of 38%
compared to the previous year.

— Driving industry collaboration to support suppliers achieving their SBTi targets: In 2023, we
initiated a strategic partnership with the Indonesian Chamber of Commerce and Industry and saw
20 of our Indonesian suppliers successfully graduating from their technical training program,
which is designed to help them achieve their SBTi-approved targets. We connected with various
industry experts such as World Resources Institute (WRI), CDP, World Wildlife Fund (WWF), and
Indonesia Business Council for Sustainable Development (IBCSD) to help them establish their
SBTi targets. Through the program, our suppliers identified and quantified their Scope 1, 2, and 3
GHG emissions and built roadmaps on how to reduce emissions.

Own operations

We are committed to reducing our GHG emissions in our own operations, i.e., our administrative offices,
distribution centers, and own retail stores. In 2023, this equaled to a coverage of 3,491,966 m2 of gross
leased area.

We are following a clear roadmap across own operations to achieve our GHG emission-reduction targets,
focusing on both steadily increasing environmental performance data coverage and continuing to
implement eco-efficiency standards and processes through a holistic management system (‘Integrated
Management System’ - 'IMS’). We are working on measures such as improving energy efficiency,
implementing on-site RE production, and sourcing renewable electricity. We continued to invest in our own
operations and offered ‘Green Funds' to subsidize local energy efficiency and on-site renewable energy
projects. One such measure in 2023 was an on-site solar project combined with electrification of gas
infrastructure used for heating at our distribution center in Caspe, Spain. For 2024, we plan several
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projects for implementation at our headquarter campus in Herzogenaurach, Germany, and at other own
operation sites globally.

We further improved our coverage of energy data collection within our own operations. During 2023, we
managed to increase our primary data coverage for our own retail sites by a further five percentage points
compared to the previous year to 41% globally. Data coverage for administrative offices and distribution
centers is at 100%, while data for showrooms and smaller offices was mostly estimated.

In 2023, our total energy consumption across own operations globally was 494,489 MWh (2022: 510,539
MWh], equivalent to total emissions of 164,236 tCOze (2022: 164,149 tCO2e). While we continue our
transition toward renewable electricity in Europe, in the past few years we decided to switch our focus
from short-term initiatives, such as the purchasing of EACs for Europe and North America, to more
impactful measures, e.g., securing long-term renewable electricity contracts such as PPAs. As a result,
we saw no significant change in reported Scope 1 and 2 GHG emissions despite an overall decrease in
energy consumption compared to 2022. In 2023, we signed a virtual PPA for Europe: For a period of ten
years, adidas will be supplied with approximately 50,000 MWh of renewable electricity per year produced
by a new solar project in Spain, starting in 2025. This will contribute to the long-term reduction of
emissions from our European operations.

Our IMS helps us to secure all relevant ISO management systems certifications for key locations, such as
environmental management (ISO 14001), health and safety management (IS0 45001), and energy
management (IS0 50001). We aim to further expand these certifications to more key sites through
implementation of the standards as well as internal and external audits, as they support our efforts to
achieve our energy, water, waste, and health and safety targets. As of 2023, 70 sites (2022: 64) were
certified for 1ISO 14001, 140 sites (2022: 112) for ISO 45001, and 324 sites (2022: 322) for 1SO 50001 (applies
to locations with more than 50 employees or space exceeding 4,500m?2).

We continue to use certifications that require consideration of environmental aspects for interior design
and construction of own retail stores - including ‘Leadership in Energy and Environmental Design’
(‘'LEED’) and ‘Building Research Establishment Environmental Assessment Method’ ('(BREEAM’)
certifications. While we aim to obtain these external certifications for strategically relevant projects, we
also apply a set of internal eco-efficiency standards that mirror the priorities of the LEED certification for
all other projects. In 2023, seven of our own retail stores across the globe received LEED certification, with
our retail store in Cape Town, South Africa, being awarded the highest level of recognition, LEED Platinum,
for its advanced energy metering, indoor water use reduction and enhanced indoor air quality

strategies.

Water efficiency

adidas has been running water reduction programs for years and has built a strong awareness of the
importance of this topic among its Tier 1 suppliers. Since 2021, we have been using a self-governance
model that requires suppliers to take responsibility for their reduction efforts, while adidas continues to
track and monitor their consumption. We continued to expand and focus our water reduction efforts by
including additional Tier 2 suppliers with high water use in our environmental program. In 2023, Tier 2
suppliers achieved a 33% reduction in water intensity (m3/total product output value in US $), compared to
the 2017 baseline. By 2025, we aim to achieve an overall reduction in water intensity of 40% against the
2017 baseline. This will be accomplished with the aid of new technologies and through continued support
for our suppliers.

At our own operations globally, we aim to strengthen water efficiency and wastewater projects in the
coming years. By the end of 2023, our water intensity at administrative offices and distribution centers
totaled 0.138 m3/m2 (2022: 0.145m3m?2). In the year under review, we saw a decrease of the absolute

88



adidas ANNUAL REPORT 2023

1 2 3 4 5
GROUP MANAGEMENT REPORT
OUR COMPANY

volume of water withdrawal compared to 2022 due to reduced operations at some locations. Overall, we
achieved an accumulative reduction of 28% (2022: 25%) compared to the 2019 baseline (0.193 m3/m2), and,
with that, exceeded the target we set ourselves for 2025.

Chemical management

We are dedicated to leading our supply chain to implement more sustainable chemical management
practices using globally recognized guidelines throughout our production processes. We apply an end-to-
end approach that includes using safe chemicals, eliminating potentially harmful substances, and
ensuring proper discharge of treated wastewater that meets the highest standards.

As a founding member and signatory contributor, we maintained our strong collaboration with the Zero
Discharge of Hazardous Chemicals (ZDHC) Foundation and supported them by actively participating in
various task teams dedicated to the development of guidelines and trainings. In 2023, we were the only
sportswear brand to achieve the highest of three possible performance levels ('Aspirational Level') in the
ZDHC 'Brands to Zero' program, demonstrating effective implementation of the ZDHC guidelines and tools
within our supply chain, improving by one level compared to the previous year.

— Fostering sustainable input chemistry: In our efforts to further accelerate more sustainable
chemistry, we introduced the ‘adiFormulator’ program in 2023 to enable direct engagement with
40 critical chemical formulators with the aim of accelerating the adoption of chemicals with the highest
level of conformance with the Manufacturing of Restricted Substances Lists [MRSL’) [‘Level 3’
chemicals). Formulators successfully completed the transition to the revised ZDHC MRSL version and
introduced approximately 1,000 new ‘Level 3'-certified formulations that are predominantly used in the
footwear production and printing process in our supply chain. Through this program, in 2023, 67% of
chemical formulation used by our suppliers achieved the highest level of conformance with ZDHC
MRSL (‘Level 3') (2025 target: 80%'7). Going forward, we remain dedicated to further enhancing this
program to drive exceptional performance in 2024.

adidas is committed to being more than 99% PFAS-free. In 2023, an industry-wide supplier informed
us that paint containing PFAS was incorrectly used for individual components of zippers in our PFAS-
free apparel range. Upon learning this, we have taken appropriate steps to ensure that we will return
to being 99% PFAS-free as of Fall/Winter 2024.

— Upgrading targets for cleaner wastewater discharge: Ensuring clean wastewater discharge is of
paramount importance to us. We consistently surpassed our 2025 targets, with 84% of our supplier
facilities meeting the ZDHC wastewater foundational level in 2023, resulting from our proactive
approach to evaluating effluent treatment plants and implementing corrective measures. Following a
continuous overperformance, we increased our target from initially 80% to now aiming for 90% of
facilities that should meet this level by 2025. We have done so despite the fact that we anticipate
revisions of the ZDHC wastewater guideline next year, for which we do not yet have full visibility of the
new parameters to report on. We will continue to guide our suppliers through capacity building and
best practice sharing to ensure a smooth transition to the application of the new guidelines.

19 Target was revised for clarity in 2023. Progress toward target as previously defined was that 69% of suppliers used at least 60% ‘Level 3" chemicals.
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Waste management

We make continuous efforts toward optimizing waste diversion across our supply chain with the aim of
increasing the value of waste within the life cycle, e.g., through recycling or reuse. We have developed
waste management guidelines to help our suppliers improve waste segregation in manufacturing,
prioritizing recycling and reuse of non-hazardous waste. These guidelines specify that the non-recyclable
waste materials should not be directly landfilled. We developed a waste diversion program to use non-
recyclable manufacturing waste in energy production in collaboration with co-processing partners in our
major sourcing countries. Co-processing is a proven and sustainable solution that can reduce pollution,
reduce consumption of natural resources, reduce landfill space, and ultimately contribute to a smaller
carbon footprint. To further optimize waste diversion, we have scaled up this solution across the globe,
especially in sourcing countries with immature co-processing infrastructure. Globally, the suppliers
enrolled in our environmental program collectively achieved a 96% landfill diversion in 2023.

At own operations, during 2023, we continued to focus on improving the quality of waste-related data from
our administrative offices and distribution centers by upskilling team members on the data collection
process of waste streams. This resulted in a higher data quality, but also a lower diversion rate. As of
2023, 98% (2022: 89%) of our own operations by square meters are monitoring and tracking waste. By the
end of 2023, a total of 26,382 tons (2022: 32,246 tons) of waste was generated, and we achieved an
accumulated diversion rate of 89% (2022: 88%) for administrative offices and distribution centers.

Transportation

We regularly track the environmental impact related to the transport of our goods. Compared to the
previous year, performance remained relatively stable. While the use of air freight decreased to 1% in
2023 as part of our efforts to counterbalance covid-related supply chain challenges, the vast majority of
our transportation continued to take place via sea freight and truck.

Materials

Our sustainable article offering has steadily increased over the last years. Our ambition is that 90% of
our articles will be sustainable by 2025. We define articles as sustainable when they show environmental
benefits versus conventional articles due to the materials used, meaning that they are - to a significant
degree - made with environmentally preferred materials. The majority of the environmentally preferred
materials currently used are recycled materials or more sustainable cotton.

To qualify as a sustainable article, environmentally preferred materials have to exceed a certain
predefined percentage of the article weight. The applied criteria for environmentally preferred materials
and the percentage of the article weight are defined based on standards reflecting the latest industry
developments, competitor benchmarks, and expert opinions: For apparel, the environmentally preferred
material content is required to be at least 70% of the article weight, for accessories and gear at least 50%,
and for footwear at least 20%.20 This standard has been applied since 2022.

In 2023, almost eight out of ten of our articles were sustainable according to this definition, and
consequently exceeded our planned annual milestone set for this year. This achievement was supported
by progress across all categories. More than 90% of all apparel and accessories and gear articles were
already sustainable. Our sustainable footwear offering nearly doubled compared to the previous year,
despite the technical difficulty to develop sustainable solutions at scale. On top, we experienced
challenges with regard to the availability of more sustainable, high-performing, and economically scalable
materials in 2023.

20 This standard has been applied from 2022 onward. Percentage of sustainable articles [by count) offered at the points of sale (average of Fall/Winter season
of the current financial year and Spring/Summer season of the following financial year). When calculating the article weight, trims are excluded for apparel,
footwear, and accessories and gear. Only articles with verified environmentally preferred material contents are included. Licensed articles are excluded.
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Critical to this success was the progressive evolution of foundational capabilities to create more
transparency and higher accuracy for material and product data. This required investments into our IT
infrastructure and now enables automated measurement of sustainable components for each of our
articles. Progress toward this target was successfully verified by a third party for the second consecutive
year under the most reliable form of auditing (‘reasonable assurance’), increasing awareness across the
entire company and supporting our system readiness for future requirements.

The most commonly used materials are listed in the following table.

Selection of key material types used for adidas products 2023'

Share of total Share of
material material
Material volume in % group in %
Polyester 37
Recycled polyester 99.0
Rubber 17
Recycled rubber 1.5
Natural rubber 10.0
Cotton 14
Third-party certified cotton 97.3
Organic cotton 2.7
Recycled cotton 0.1
Ethylene-vinyl acetate (EVA) 10
Biobased EVA 2.0
Recycled EVA 1.9
Leather 3
Third-party certified leather 99.9

1 Figures are based on the Spring/Summer 2023 and Fall/Winter 2023 seasons, with the exception of polyester (Fall/Winter 2023 and Spring/Summer 2024
seasons).

— Recycled polyester: Polyester is the most widely used material in adidas products. In 2017, we set
ourselves the ambitious target to replace all virgin polyester with recycled polyester in all products
where a solution exists by the end of 2024. We set clear internal milestones for our product creation
teams and have seen progress throughout the last several seasons. In 2023, 99% (2022: 96%) of all the
polyester we used was recycled. This includes ‘Parley Ocean Plastic,” which is plastic waste collected
from remote islands, beaches, coastal communities, and shorelines, preventing it from polluting the
oceans, as a replacement for virgin polyester. With that, we are on track to use only recycled polyester
by the end of 2024. While recycled polyester has been in use for a long time, it is still not the standard
in the textile industry, with only 15% of polyester produced worldwide being recycled polyester.

Share of recycled polyester in 2023

00°%

— More sustainable cotton: Since the end of 2018, 100% of the cotton we use has come from more
sustainable sources, including organic, recycled, and other third-party certified cotton. During the
2022/23 cotton season, adidas participated in the ‘Organic Cotton Accelerator’s Farm Program’ and
sourced organic cotton from smallholder farmers in India.
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— Responsibly sourced leather: adidas has used leather for decades due to its unique properties such as
durability and physical performance. As a member of the Leather Working Group ['LWG’) since 2006,
adidas has defined standards for our leather suppliers, including LWG certification, compliance with
our Restricted Substances List ‘A-01,” exclusion of hides from India and China, and exclusion of all
exotic leathers and furs. Currently, more than 99% of our leather volume is audited in accordance with
the LWG protocol, with most of our hides being sourced from tanneries with the highest possible rating
(‘Gold’). LWG is currently working on enhancing this audit protocol to create an industry-first
traceability standard for leather. In 2023, adidas committed to a deforestation and conversion-free
(‘'DCF’) leather supply chain latest by 2030.

— Innovative materials: In 2023, adidas launched products with a material using new technology
(‘LanzaTech’] that turns greenhouse gases into feedstock for polyester. Waste gases are sourced from
industrial emissions and fermented to ethanol, which is one of the elements needed to make
polyester. These elements substitute the conventional building blocks made with fossil fuel feedstock.
The 2023 Australian Open tennis collection and a total of around 380,000 pieces of apparel and
footwear, were produced with material using this technology across several business units including
running and training. In the fall, we successfully launched a small collection of Gazelle shoes with
‘Mylo,” a material made on the basis of mycelium, through a collaboration drop with Sean
Wotherspoon.

We are aware that textile products release microfibers during manufacturing processes and also during
product use, due to washing or UV exposure. These microfibers can have a negative environmental impact
on soil, air, and water. There still is, however, little research done to understand the root causes. We
acknowledge that fiber fragmentation is a complex challenge for our industry, but it is one we are
proactively addressing. adidas is a co-founder of ‘The Microfibre Consortium’ (‘TMC’), which has developed
a test method for assessing microfiber release and, in the future, aims to advise the textile industry on
mitigating the impact of fiber fragmentation. In 2023, TMC published position papers on microfibers in
wastewater as well as a study on fiber fragmentation of recycled polyester in fabrics. Both contribute to
better understanding the complexity of this topic and, as a result, will help define our approach going
forward.

Circularity

adidas has been a pioneer in creating products with a circular end-of-life solution, known as ‘made to
be remade’ (MTBR’). This journey began with the introduction of the Futurecraft.Loop shoe in 2019, a
100% mono-material performance running shoe that was made according to circular design principles.
We successfully scaled this concept from a prototype back in 2019 to a fully commercial MTBR apparel
and footwear collection across multiple categories through 2023. The program will expire in 2024. During
the last few years, we learned that the implementation of circular services requires tight collaboration
with partners along the entire value chain including collection, sorting, and recycling of waste.

In addition to circular products, adidas also carried out several pilots on circular services in previous
years, such as sneaker cleaning in stores globally, rental, and take-back programs. In 2023, we focused on
the topic of repair to extend the lifespan of our products. We maintained a repair service at our Terrex
store in Munich and launched a rental program pilot in our new concept store in Berlin.

At adidas, we define circularity as maintaining the value of products and materials at their highest level for
as long as possible, and as such align with the UN Environmental Programme’s definition as laid out in
their report ‘Sustainability and Circularity in the Textile Value Chain.” Establishing and expanding
circularity on a global scale within our industry is a complex challenge that requires strong collaboration
among multiple stakeholders. This includes direct and indirect value chain partners, ranging from
collectors and sorters to pre-processing partners and recyclers, as well as suppliers and innovators.
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In 2023, we evolved our approach to circularity acknowledging the need for systemic change. Using
frameworks established by industry organizations, and anticipating upcoming regulatory requirements, we
identified actions to be implemented across our entire value chain operations. We aim to support the
creation of an ecosystem necessary to bring closed loops to scale in our industry and we will be sharing
our knowledge and reviewing lessons learned from past circular service pilots and the MTBR product
design criteria. In addition, we are expanding our engagement in EU-funded cross-industry circular
research projects such as ‘Textile Recycling Excellence’ (T-REX']) and the ‘New Cotton Project,” as well as
partnering with ‘Fashion For Good' in the ‘Sorting For Circularity’ project series, all aimed at unlocking
end-to-end textile circularity.

— ‘Textile Recycling Excellence’ ['T-REX’): This project brings together 13 major actors from across the
entire value chain, under the coordination and leadership of adidas, to create a harmonized blueprint
and business opportunities for closed-loop sorting and recycling of household textile waste in the EU.
The key objective is to transform end-of-use textiles from waste into a desired feedstock and a
commodity for new business models, thus proving the economic viability of a scalable circular
economy for textiles in Europe.

— ‘New Cotton Project’: adidas has been a partner in this EU-funded project which is an industry and
multi-stakeholder effort to scale the chemical recycling technology of Infinited Fiber Company with the
ambition to expand circularity of cotton textile waste. The project will be completed in 2024 and has
been impactful in scaling closed-loop textile sorting and recycling.

— Projects with ‘Fashion for Good’: In addition to EU-funded projects, we were actively involved in
several projects with Fashion for Good in 2023. adidas is the lead sponsor of the ‘Sorting For
Circularity’ project in the US, an initiative of Fashion for Good and the Circle Economy. Going beyond,
through a series of projects, adidas has continuously collaborated with other organizations to develop
a ‘Sorting for Circularity’ framework, a comprehensive guide to mapping the garment life cycle,
capturing textile waste, and unlocking its recycling potential. We believe that this guide can be a
valuable tool for the fashion industry to transition toward circularity.

— ‘FastFeetGrinded’: adidas also partnered with FastFeetGrinded to test shoe recycling processes with
the aim of developing a scalable solution for the footwear industry. The pilot involves deconstructing
shoes into macro components for repurposing and reuse.

We actively engage with circular economy experts and organizations to stay up to date on the latest
developments and incorporate innovative approaches into our circularity initiatives. We have launched
initiatives in various markets to educate consumers about circularity and encourage them to wear
products longer. We published a series of blog articles to upskill consumers on proper cleaning of shoes
in the US, and in Germany we partnered with one of our online retailers to create trainings for consumers
on how to best care for their shoes. These activities demonstrate our commitment to circularity and
driving change within the fashion industry aiming to move forward on the circular journey with our value
chain partners.

Biodiversity

adidas is aware of the potential impacts and dependencies its business operations can have on
ecosystem services and nature assets. In our industry, preserving and restoring biodiversity is a complex
challenge that requires strong collaboration between multiple actors, including direct and indirect
suppliers, certifiers, and innovators.
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In 2023, we continued to assess and better understand where exactly our impacts lie and started to
formulate our approach to managing biodiversity challenges in our value chain. Particular focus was given
to the potential risk of deforestation because it represents the greatest lever for reducing the loss of
biodiversity. In our value chain, a potential risk of deforestation is linked to the sourcing of nature-derived
commodities used in our products and packaging, such as leather, natural rubber, and timber. Following
scientifically validated frameworks from the Science Based Targets Network ('SBTN’) and the
Accountability Framework, we identified first concrete actions to be taken across our entire value chain,
such as mapping our supply chain beyond our Tier 3 suppliers and setting time-bound commitments for
deforestation-free supply chains.

In 2023, we prioritized leather and have already set a target. Roadmaps for natural rubber and timber-
derived materials are under development.

— Leather: In 2023, we committed to source all bovine leather from DCF supply chains by 2030 or earlier.
This commitment is based on the ‘Deforestation-Free Call to Action for Leather’ by Textile Exchange
and the LWG, which aims to catalyze change within the entire bovine leather value chain through
collective action. To achieve the 2030 target, we will follow a two-phase roadmap. The first phase
encompasses mapping the leather supply chain beyond the tannery to the origin of the hide at the
slaughterhouse. This additional transparency will allow a risk assessment and, in a second phase, lead
to articulating more specific requirements that will be set for the earlier production stages to ensure
that the leather we source is not linked to deforestation. Consequently, in 2023, we started a
comprehensive mapping of our entire leather supply ecosystem down to the slaughterhouse and,
where possible, to the farm level. This assessment has been carried out with the support of an external
party and is currently under evaluation. This mapping will form the basis for our next steps.

In addition, we have also been working with the WWF on their ‘Deforestation Toolkit,” a project that
brought together relevant actors in the leather supply chain, from the slaughterhouse owners to the
buying companies. This toolkit will provide guidance to all actors on an aligned deforestation-free
strategy and ensure robust commitments. Finally, as part of LWG in 2023, we also focused on
traceability, with adidas sponsoring the first phase of the LWG ‘Traceability Roadmap.’ This roadmap
has three pillars: traceability assessment, deforestation due diligence, and chain of custody. adidas
experts actively participated in working groups with other brands and diverse stakeholders from the
leather supply industry. In addition, adidas piloted a traceability blueprint using blockchain technology
with the UN Economic Commission for Europe.

— Natural rubber: We also initiated a supply chain mapping exercise for natural rubber to identify the
countries of origin of this feedstock. The gaps identified in this analysis will be addressed over the next
years to ensure we have complete visibility of our supply chain and to enable us to work with our
suppliers toward our goal of sourcing DCF natural rubber.

— Timber-related commodities and alternatives: In alignment with our DCF commitment, we have
worked with Canopy Planet to structure our commitments on timber-related materials. This includes
supporting the conservation of forests and ecosystems, further assessing our sourcing of man-made
cellulosic fibers and paper packaging, and working toward eliminating sourcing from ancient and
endangered forests. We continue to prioritize recycled or DCF-certified paper packaging. Through the
‘Fashion for Good" innovator platform, we are collaborating with various innovators to explore
alternatives to virgin materials, such as from agricultural waste. Our involvement in such innovation
pilots supports the fashion industry in finding solutions to avoid increasing pressure on forest-derived
materials.
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— Animal-derived materials: We follow standards for sourcing animal-derived materials in an ethical
and sustainable manner that respects animal welfare and species conservation. We do not source or
process raw materials from endangered or threatened species as defined by the International Union
for Conservation of Nature ('ITUCN’] in its Red List. All down used in our products is either virgin down
certified by the Textile Exchange’s Responsible Down Standard [‘/RDS’) or recycled down. Regarding
the sourcing of wool, we are committed to increase the share of wool that is certified by Textile
Exchange’s Responsible Wool Standard (‘RWS’) to 100% by the end of 2024.

In 2023, we also assessed potential biodiversity risks connected to other commodities in our supply chain,
and our own as well as our strategic suppliers’ operations for potential impacts on protected areas, key
biodiversity areas, and the International Union for Conservation of Nature (TUCN’) Red List of Threatened
Species.

In 2023, we continued our work on biodiversity at our headquarters in Germany and completed a campus-
wide inventory, created a master plan, and implemented initial measures to improve biodiversity on
campus. Results will be used to develop new plans to reflect observations and implement science-based
biodiversity actions. We also raised employee awareness of biodiversity, regenerative agriculture, and
deforestation and conversion through several internal upskilling sessions, collaborative workshops, and
employee activations around the globe.

Packaging

We are committed to using more sustainable packaging materials and reducing the impact of
packaging by optimizing box sizes and number of shipments, although this only accounts for a small
proportion of total emissions, around 1%.

Most of our paper-based packaging, such as shoe boxes and shipping boxes, is made with recycled
content. Practically all plastic packaging (polybags) used to protect finished products during shipping is
made from 100% recycled LDPE (low-density polyethylene). The only current exceptions are the DCs
where e-commerce returns are repackaged, and no local vendor of recycled LDPE polybags is available
yet (less than 1% of polybags). For many years already, all carrier bags handed out in adidas retail stores
have been made with recycled paper.

Product safety

Product safety is an imperative. As a company we have to manage the risk of selling defective products
that may result in injury to consumers. To mitigate this risk, we have company-wide product safety policies
in place that ensure we consistently apply physical and chemical product safety and conformity standards.
The creation of respective adidas standards and policies is a collaborative, cross-functional approach
involving experts from both our Legal and Global Operations departments to ensure all aspects of a
specific product are covered. This includes subsequent updates and training activities. Application and
monitoring of compliance with our policies are ensured through Global Operations.

One of these policies is the Restricted Substances Policy ['/A-01" Policy) we pioneered in 1998. It covers the
strictest applicable local requirements and includes best practice standards as recommended by
consumer organizations. The policy is updated and published internally and externally at least once a year
based on findings in our ongoing dialogue with scientific organizations and is mandatory for all business
partners. Both our own quality laboratories and external institutes are used to constantly monitor material
samples for compliance with our requirements. Materials that do not meet our standards and
specifications are rejected. As a result of our ongoing efforts, we did not record any product recalls in
2023.
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Over the past few years, we have substantially contributed to the ‘Restricted Substances List’ of Apparel
and Footwear International RSL Management ('AFIRM’), which constitutes a harmonized restricted
substances list across the industry. While the uptake of the list as an industry best practice matured
further, and AFIRM membership continues to grow, various tools have been developed further in 2023,
such as a harmonized test request form, the third-party lab evaluation questionnaire, and the offer of
additional languages for the supplier online training videos. In addition, a PFAS phase-out guidance
supported by an online webinar for suppliers has been published. All these tools will be issued to the
public and made available to other companies from the textile and sporting goods industry and their
suppliers. We also continued to participate in several major public stakeholder consultation processes
initiated by the European Commission (e.g., European Chemicals Agency) and US state legislative
initiatives to inform governmental entities on implications and opportunities of drafted legislation. To
respond to the increasing legislation from US states, such as the recently enacted Federal US
Environmental Protection Agency (EPA) law for PFAS, we have strengthened our status sharing for US
retailers and our outreach to strategic suppliers, also enhancing our tracking functionality retroactively.
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Social Impacts

adidas recognizes its responsibility to respect human rights and the importance of managing the
appropriate due diligence to fulfill this obligation as a business. We do this by striving to operate
responsibly along the entire value chain, from raw material production to our own operations, by
safeguarding the rights of our own employees and those of workers who manufacture our products
through our Workplace Standards, and by using our influence to bring about positive change wherever
adverse human rights impacts are linked to our business activities.

Human rights

In 2023, we took further steps to advance our Human Rights and Environmental Due Diligence
((HREDD’) efforts in support of our ambition to have a system in place to identify and manage high-risk
human rights issues across the entirety of our value chain by 2025. This included expanding the scope of
our human rights and environmental risk management system to encompass other business areas such
as Global Brands, Procurement, and Human Resources, in addition to our product sourcing activities. As
part of this expanded risk management system, we have further developed our governance framework to
assign accountability for human rights and environmental risk management at a functional level and
established internal risk assessment and reporting procedures. Our cross-functional internal ESG
Regulation Board oversees compliance with current and emerging regulations, and we have conducted
upskilling training sessions on a range of topics, including the company-wide application of the German
Act on Corporate Due Diligence Obligations in Supply Chains.

The Act, which went into effect on January 1, 2023, regulates the responsibility of German companies to
respect human rights in their global supply chains and calls on companies to identify, assess, and
prioritize risks and address them by taking steps to minimize or eliminate adverse impacts. To the best of
our knowledge and belief, we have aligned our internal due diligence processes and reporting systems to
comply with the requirements of the Act, which seeks to strengthen human rights and environmental
protection in the following areas: child labor, forced labor and discrimination, land grabbing, occupational
health and safety, the right to fair wages, the right to form unions, and environmental violations. In the first
half of 2024, adidas will submit a Human Rights and Environmental Due Diligence Report to the German
authorities and publish it on its corporate website to fulfill its annual public reporting obligation.

We are committed to providing for or cooperating in the remediation of adverse human rights and
environmental impacts that we have caused or contributed to, and we seek to promote or cooperate in the
mitigation and remediation of adverse impacts to which we are linked through our business relationships.
In 2023, to strengthen this approach and complement our due diligence processes, we updated our ‘Third
Party Complaint Procedure for Human Rights and Environmental Impacts’ to address both actual and
potential adverse human rights and environmental impacts in our direct and indirect supply chain.

In 2023, we introduced additional tools and systems to enhance our assessment of high-risk issues such
as forced labor and child labor in upstream supply chains and other human rights risks arising from
business activities undertaken in conflict-affected countries. This included the introduction of a US
regulatory compliance database, which allows individual business entities and production locations to be
screened against trade sanctions and forced labor risk data. We automated this process by linking our in-
house sustainable material traceability system to this platform, enabling us to track the risk of forced
labor in our supply chain. We also continued to roll out an internal reporting tool to identify and evaluate
the potential presence of ILO forced labor indicators. We started in China, where all our Tier 1
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manufacturing partners, our nominated Tier 2 material suppliers, and targeted Tier 3 spinning mills were
assessed against these ILO indicators. None of the suppliers assessed showed evidence of forced labor.
This tool is now being applied globally to ensure ongoing regulatory compliance across the entire supply
chain.

In response to the ongoing war in Ukraine and continued political instability in post-coup Myanmar, we
continue to carry out a heightened version of human rights due diligence. In Ukraine, while physical access
to conduct on-site audits remains restricted, we have actively engaged with our supplier to conduct
remote worker interviews and monitor the human rights situation. In Myanmar, we continuously engage
with international and local stakeholders to monitor the evolving human rights situation. To enhance these
efforts, we joined the Multi-Stakeholder Alliance for Decent Employment in the Myanmar Apparel Industry
(‘MADE’), a project that is co-funded by the European Union and aims to uphold and monitor human rights
and social and environmental standards in Myanmar supplier factories and promote responsible business
practices.

An enhanced human rights due diligence was also conducted in the context of adidas’” business wind-down
in Russia, a country that has faced a wide range of international sanctions. The assessment considered the
impact on employees and retail staff affected by the winding down of business operations and store
closures.

Throughout 2023, we maintained close contact with FIFA's Human Rights and Anti-Discrimination team
and, together with other sponsors, held monthly calls to discuss the advancement of proposals for a
legacy fund linked to the 2022 FIFA Men's World Cup and to FIFA’s post-event evaluation of the
effectiveness of its complaint mechanism in Qatar. This engagement also included reaching out to FIFA
regarding their tracking of human rights impacts in the lead-up to the 2023 FIFA Women's World Cup and
the development of a human rights framework for cities hosting the 2026 FIFA Men's World Cup in the
Americas.

We continue to implement responsible recruitment practices in the supply chain. In 2023, we updated our
Responsible Recruitment Policy to reflect the renewed industry commitment to the ‘Employer Pays’
principle to ensure that workers receive a timely refund in the event they have paid fees and incurred costs
to obtain and maintain their job. As part of our ongoing engagement with Tier 2 manufacturers in our
supply chain in Asia on the responsible recruitment and employment of foreign migrant workers, we
piloted a digital worker voice tool with ten material suppliers in Taiwan. The pilot sought to amplify worker
feedback and monitor and remedy grievances and complaints.

Transparency and recognition

We continue to transparently report on the actions we have taken to identify and mitigate risks of forced
labor and adverse human rights impacts in our global supply chain through our annual Modern Slavery
Statements to regulators in jurisdictions such as the UK and Australia, our annual modern slavery
progress updates, and other public disclosures on our corporate website and relevant third-party
channels. We are also committed to maintaining our achieved 100% response rate in the Business and
Human Rights Resource Centre [BHRRC’) company response mechanism, which encourages companies
to publicly address human rights issues raised by civil society. We continue to receive external recognition
for our transparent approach to managing human rights. For example, we are ranked among the top ten
apparel and footwear companies in the Corporate Human Rights benchmark of the World Benchmarking
Alliance ('WBA') and maintain a leadership position in third place in the KnowTheChain benchmark on
forced labor. ADIDAS-GROUP.COM/SUSTAINABILITY
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Supply chain

Working conditions

Our commitment to ensuring fair labor practices and safe working conditions in our manufacturing
facilities throughout our global supply chain is fundamental to our human rights approach. Our active
efforts are guided by the adidas Workplace Standards, which is our supply chain code of conduct that is
aligned with the Fair Labor Association (‘FLA’) ‘Workplace Code of Conduct’ and ‘Principles of Fair Labor
and Responsible Sourcing.” These standards are embedded as a contractual obligation in the
manufacturing agreements to ensure workers are employed in fair, safe, and healthy workplaces that are
environmentally sound. In addition, they follow ILO and UN conventions relating to human rights and to
fundamental principles and rights at work, as well as the model code of conduct of the World Federation of
the Sporting Goods Industry (WFSGI').

We seek to extend our reach by cascading responsibilities to our contractual partners to capture and
address potential and actual risks related to possible labor rights violations upstream and downstream of
our supply chain. Specific reference to the code provisions of the ILO core labor conventions is provided in
the adidas Guidelines on Employment Standards. The Social and Environmental Affairs ('SEA’) senior
management team reviews and approves all policies and implementation processes of the labor rights
program.

In addition to regular compliance monitoring, in 2023 we continued to focus on our own purchasing
practices in accordance with our ‘Responsible Sourcing and Purchasing Policy’ to ensure that our sourcing
activities do not negatively impact our manufacturing partners’ ability to comply with our social and
environmental standards. To best understand potential impacts, we have sought feedback from our
manufacturing partners, both anonymously and openly, through our subscription to the Better Buying
Institute, an independent organization that assesses and reports on the sourcing practices of participating
brands, and through our own engagement with our suppliers. Based on this feedback, we have continued
our efforts to improve our purchasing practices. In addition, in partnership with Better Buying, we
expanded the use of our e-learning training on responsible purchasing practices to more than

4,000 employees in Global Operations. In 2023, the training was also shared with the majority of adidas
licensee partners to further improve their understanding of effective responsible purchasing policies.
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Targets for 2025

Our social compliance program continues to evolve and is built around three core concepts with targets
for 2025 in place.

Targets for 2025: Social impacts

Impact area Target

Supply Chain

90% of strategic Tier 1 suppliers
achieve at minimum ‘4S;’

100% of strategic Tier 1 suppliers
achieve ‘3S’ or better’

Social impact ('S-KPI')

Progressive improvement in compensation,
Fair wages measured by fair wage benchmarks
across our strategic Tier 1 suppliers?

Achieve gender wage parity
Gender for workers and their supervisors
in our strategic Tier 1 suppliers?®

Entire value chain
(from raw material production to own operations)

Human Rights and Environmental System in place to identify and manage high-risk
Due Diligence ((HREDD’) human rights issues in 100% of our value chain*

1 The S-KPI measures a set of social indicators, such as accident rates, worker satisfaction, and worker empowerment. Due to positive progress in our
suppliers’ overall performance in 2022, we have upgraded our 2025 target for the number of suppliers expected to achieve a ‘4S’ rating. The overall target seeks
to achieve 100% adherence to or 90% overachievement against these foundational social impact measures, with ‘35" being the minimum expected supplier
performance.

2 The fair wage benchmarks include industry wages, minimum wages, and living wages. These benchmarks are set and tracked through the ‘FLA Fair
Compensation Tool,” a factory self-reporting tool that has been widely adopted by the industry and is being rolled out progressively to strategic Tier 1 suppliers.
3 The measurement of wage parity for production line workers and their immediate supervisors (i.e., line leaders) forms part of a broader gender strategy
rollout to applicable strategic Tier 1 suppliers who complete self-assessments to identify and then close gender gaps in operating practices and procedures.

4 In conducting due diligence we seek to identify, prevent, or mitigate potential adverse human rights or environmental impacts, with priority given to
addressing the most severe impacts.

Measuring supplier social impact performance

In 2022, we launched our social impact KPI ('S-KPI'] tool to measure suppliers’ social impact performance
through a set of social indicators, such as accident rates, worker satisfaction, and worker empowerment.
By 2025, we aim to have 90% of strategic Tier 1 suppliers achieve a minimum of ‘4S,’ (on a scale of 1-5,
with 5 being the best) and 100% of strategic Tier 1 suppliers achieve 35S’ or better.

Improving fair wages and gender equality at our suppliers’ factories

We are committed to upholding responsible sourcing practices, increasing gender equality, and
creating pay equity, with the goal of providing fair compensation to workers in our supply chain, regardless
of their gender. By 2025, we aim to see a progressive improvement in compensation, measured by fair
wage benchmarks, and achieve gender wage parity for workers and their supervisors at our strategic Tier
1 suppliers.
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— Fair compensation: We are currently conducting a multi-year wage benchmarking exercise with our
strategic suppliers.?’ Data is being gathered from three different time periods: our 2020 benchmark
year, our 2023 mid-term year, and our 2025 final year. The data reported for the 2020 benchmark year
data was collected from 2021-2023, the 2023 mid-term year data will be collected in 2024, and the
2025 data will be collected in 2026. In 2023, we completed the 2020 benchmarking by collecting wage
data in China, Thailand, and Pakistan.?2 In line with the benchmarking completed in Cambodia,
Indonesia, and Vietnam in the previous year, we compared factory wage data to external benchmarks,
such as the applicable legal minimum wage, the FLA Country Average, which is an industry average
based on suppliers working with FLA member companies, and the Global Living Wage Coalition
(‘(GLWC’) benchmark, where available.

Results of our entire benchmarking period 2020 show that the wages paid by the suppliers in scope for this
exercise (representing around 80% of all strategic suppliers) exceed all of the aforementioned
benchmarks. In line with the FLA Fair Compensation formula, all wages reported below include regular
wages, paid leave, applicable and eligible incentives, benefits in kind and cash benefits, and exclude all
legally required taxes and social insurance contributions.

— Cambodia (ten factories]): In our major sourcing country for apparel, wages paid by adidas
suppliers surpassed the legal gross minimum wage by 56% and the applicable net FLA Country
Average by 33%. In the case of Cambodia, 90% of the factories assessed are unionized, while 10%
have a collective bargaining agreement (CBA] in place.

— China (14 factories): The factories assessed in China are located within ten different gross
minimum wage groups. Across all minimum wage groups, factories’ net wages surpassed their
applicable minimum wage requirement by between 13% and 159%. Currently, two of our data
collection in-scope factories with an available and applicable GLWC benchmark surpassed their
GLWC benchmark by 2% and 34%, respectively. In China, 79% of these factories have a state-
backed trade union, and 43% a CBA in place.

— Indonesia (13 factories): The factories assessed in Indonesia are located within ten different legal
gross minimum wage groups, which vary widely in terms of minimum wage requirements. Across
all minimum wage groups, wages paid surpassed the legal minimum wage by between 9% and
66%; 92% of factories are unionized and have a CBA in place.

— Pakistan (two factories): The data shows that wages paid by adidas suppliers surpassed the legal
gross minimum wage by 42% and the applicable net FLA Country Average by 16%. Currently,
none of the factories in scope in Pakistan are unionized.

— Thailand (four factories): The factories assessed in Thailand are located within three different
gross minimum wage groups. Across all minimum wage groups, wages paid surpassed the legal
gross minimum wage by between 36% and 44%. Currently, none of the factories are unionized.

21 Strategic suppliers as of January 2020.

22 Data as reported in the 2022 Annual Report included 2020 benchmarking results from wage data collected in 2021 in Cambodia, Indonesia, and Vietnam
(approximately 65% of our selected factories are located in these three countries). The reporting in this 2023 Annual Report reflects the full 2020 benchmarking
results from all wage data collected between 2021-2023 from all of our factories in scope for this exercise located in our three initial countries (Cambodia,
Indonesia, Vietnam), in addition to in-scope factories in China, Pakistan, and Thailand. A small number of factories in four different countries were initially
considered for data collection and reporting. Due to the minor production volume they represent in their country and to protect their confidentiality, they have
been subsequently removed from the scope.
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— Vietnam (17 factories): Our factories are located within three legal gross minimum wage groups.
The wages paid by factories in these zones surpass the minimum wage by between 72% and 78%
and the GLWC benchmark by 18%, where applicable (zone 1 only). 100% of the factories have a
state-backed trade union and a CBA in place.

We remain on track to complete our benchmarking process and, by the end of 2024, will be able to
compare our 2020 wage data against the 2023 results. This will allow us to assess wage progress over
time. We will continue our efforts to support the levers we have identified as being most influential in
driving the wage-setting process. These are: legal obligations, responsible purchasing practices,
productivity, industrial relations, and government engagement. We will also deploy a Gender Pay Parity
Capacity Building Program across our supply chain in collaboration with other companies. This program
will focus on raising our suppliers” awareness and understanding of the gender pay gap, in particular
equal pay for equal work.

— Gender equality: We continue to implement measures that advance gender equality in our supply
chain and meet our objectives to bring a gender lens to our strategic suppliers’ operations to ensure
that all workers will have equal opportunities and rights. In 2023, such measures included the launch
of the ‘Gender Equality Worker’ survey, data verification of supplier self-assessment responses, and
conducting the second annual supplier self-assessment. More than 44,000 workers participated in the
worker survey, designed to evaluate worker experience and perception on gender equality in the
workplace, obtain worker feedback on gender equality practices in factories, and provide strategic
suppliers with a reference point for continuous improvement. All strategic suppliers have also
submitted initial improvement plans to address gaps identified in the gender equality self-assessment
tool and will continue to update their roadmaps for improvement.

Monitoring and assessing performance

We regularly assess our manufacturing partners on their ability to provide fair, healthy, and
environmentally sound workplace conditions by conducting announced and unannounced audits by our
own team and by accredited external auditors. Any cases of non-compliance identified during audits are
given a clear time frame for remediation. Potential new manufacturing facilities are assessed in a similar
way, and orders can only be placed if approved by the SEA team. Based on the audit results, the Sourcing
and SEA teams jointly decide on the course of action, ranging from training to enforcement actions, such
as sending warning letters or hiring external consultants to help improve workplace systems or practices.
We also operate several grievance channels allowing workers or third parties to submit complaints about
violations of the adidas Workplace Standards and human rights generally. ALl third-party complaints
received through our grievance channels are reviewed and investigated, and the outcome is reported on
our corporate website. ADIDAS-GROUP.COM/SUSTAINBILITY

In 2023, adidas began a partnership with Better Work, which is a collaboration between the ILO and the
International Finance Corporation ('IFC’) that provides a range of due diligence and capacity building
programs to suppliers in the 13 countries where Better Work operates. In addition to supply chain
engagement, Better Work actively works to promote a constructive dialogue between the invested multi-
stakeholders in those countries concerning buyer practices and workers’ rights e.g., civil society
organizations, governments, worker representatives, and union groups.

Manufacturing facilities” conditions are also inspected by independent auditors through our participation in
the FLA, demonstrating our commitment to independent manufacturing facility inspections and external
verification of our programs. Our program has been accredited three times by the FLA and, in 2023,
remains accredited based on FLA’s annual evaluations, in which adidas was rated as a top performer.
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At the end of 2023, adidas worked with 357 independent supplier facilities? (2022: 424) that manufacture
products for our company in 40 countries (2022: 44). The reduction in the number of facilities reflects the
consolidation of sourcing operations in line with our strategy to form long-term relationships with our core
manufacturing partners. 63% of our manufacturing partners’ facilities (2022: 63%) are located in the Asia-
Pacific region. In 2023, we worked with 37 licensees (2022: 39) manufacturing products in 251 factories
(2022: 287) across 33 countries (2022: 34).

Onboarding of new suppliers

In 2023, our primary focus was on maintaining partnerships with our existing manufacturing partners
rather than onboarding new ones. Consequently, the number of initial assessments - the first approval
stage for a new entry into our supply chain - in prospective supplier factories remained with 66 at a similar
level to the previous year (2022: 58). Of these, 19 factories (2022: 20) were either rejected directly after the
initial assessment identified 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 the non-compliance issues within a specific timeframe. The vast majority (64%) of all initial
assessments were undertaken in Asia (2022: 71%), with China accounting for 20% (2022: 26%).

Overall, at the end of 2023, the first-time rejection rate of new factories visited was 29% and thus lower
than in the previous year (2022: 34%). Manufacturing partners with threshold issues are typically given
three months to remediate them before being re-audited for final acceptance. Through active support and
capacity building, all initially rejected factories successfully closed their non-compliance issues and were
onboarded. As a result, in 2023, there were no factories subject to ‘final rejection.’

23 Independent supplier facilities refer to individual Tier 1 facilities (factories) of our manufacturing partners that adidas has a manufacturing agreement with,
and their Tier 1 subcontractor facilities, excluding own factories and licensee facilities. Facilities that work with our licensees are reported separately. Some of
these facilities may produce both for adidas directly and for licensees.
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Supply chain performance data

2023 2022

Onboarding of new suppliers
Total number of first-time rejections’ 19 20
First-time rejection rate 29% 34%
Total number of final rejections 0 4
Final rejection rate? 0% 5%
Worker empowerment
Implementa_tlon of 'Workers Voice' grievance platform at strategic 100% 100%
manufacturing partners
Satisfaction rate from workers who raised a grievance through ‘Workers Voice’ 77% 77%
Training
Number of training sessions (fundamental, performance, advanced) 179 187
Monitoring
Total number of audits (initial assessment, performance audits, environmental

3 1,224 1,222
assessments)
Enforcement*
Number of warning letters (first warning) 8 6
Number of warning letters (second warning]) 1 0
Number of warning letters (third and final warning) 0 0
Number of business relationship terminations for compliance reasons 0 0

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

3 Total number of audits includes audits done in licensee factories. Performance audits conducted in approved factories that have passed the initial assessment
(this includes on-site and desktop assessments). As of 2023 this includes audits under the SLCP and Better Work programs. Environmental assessments
include ZDHC wastewater test assessments according to the 'ZDHC Wastewater Guidelines.’

4 Includes warning letters issued by licensees excluding warnings to facilities for the non-disclosure of subcontractors, which are issued either directly through
business entities or by the adidas Legal department where there is a breach of contract obligations under a manufacturing agreement. A third and final warning
results in a recommended termination.

Worker empowerment
Over the past few years, we have developed efficient feedback channels, tools to measure worker
satisfaction, and training tailored to empower workers.

— Feedback options: A robust grievance mechanism is the fulcrum on which workers can raise their
concerns and secure remedies. Since 2017, we have reduced our reliance on local worker hotlines as a
complaint mechanism by building an application-based "‘Workers Voice’ platform: a bespoke,
manufacturing-facility-based digital grievance channel for workers. We have progressively improved
and expanded the use of this grievance mechanism, and in 2023, more than 359,000 workers employed
in 108 manufacturing facilities across 16 countries had access, reflecting 100% coverage of our
strategic manufacturing partners. Access to a digital complaint mechanism has proven invaluable
during covid-19. Close to 42,000 human and labor rights complaints (2022: around 48,000) were filed
through the Workers Voice platform in 2023, with 99% of these complaints being closed by the end of
2023. The top complaints received in 2023 were related to concerns over benefits [more than 11,000,
general facilities (more than 7,200), and internal communication (more than 7,100).

Input received through the Workers Voice platform is tracked by adidas using KPIls and dashboard

reviews, case satisfaction ratings, and on-site worker interviews. This allows us to evaluate the efficacy
of the grievance channels, see major cases in real time, and undertake timely interventions, where
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necessary. It also helps us understand the main challenges and labor rights issues in a manufacturing
facility and track how the facility’s management and their HR teams resolve cases and communicate
their findings. Our evaluation contributes to the facility's overall social impact rating (S-KPI). adidas
provides ongoing capacity building to enhance the facility teams’ capability to improve the effectiveness
of the grievance mechanism. The case satisfaction rate, which allows workers to input their level of
satisfaction with the resolution of complaints, has almost doubled from 39% in 2019 to 77% in 2023.
The increase in satisfaction is partly related to a significant improvement in the response time of
factory management to address workers’ grievances, which decreased from 49 hours in 2020 to less
than twelve hours in 2023 due to improvements in communication and transparency in the workplace.
The management teams in the manufacturing facilities have continuously engaged with the facility’s
workers through newsletters and broadcast messages, which has improved the workers’ engagement
and encouraged feedback.

Worker satisfaction: Complementing the various grievance channels, we expanded the "‘Worker Pulse’
project, a digitalized short survey to capture workers’ perception and awareness of their labor rights
on focused areas such as communication, harassment, and abuse, as well as grievance systems. It
builds on what we learned from a previous survey process we initiated in 2016. In 2023, we undertook
these digital surveys in 109 manufacturing facilities (2022: 133) across 16 countries (2022: 17), with
more than 71,000 workers participating (2022: 85,000) through a mobile-phone-based application. At
its core, the survey presented six statements against which the level of agreement or disagreement
was assessed. Topics included the willingness to speak up, to recommend the factory to work at to
friends, or the comfort level when raising a suggestion or complaint or when talking to supervisors.
The results show a steady increase in the number of favorable respondents across all questions since
2020, from roughly 78% to an average of 90% in 2023. The percentages indicate the average response
on a five-point Likert-type scale where 100% represents ‘strong agreement’ and 0% ‘strong
disagreement.” This increase in overall worker satisfaction resulted in an increase in the average
S-KPI score for our manufacturing partners’ facilities in 2023. This shows that when workers’ voices
are being heard and acted upon by the facility’'s management, it can have an impact in improving the
overall working conditions within a manufacturing facility. Manufacturing partners are required to
develop and track workplace improvement plans based on feedback from the Worker Pulse.

Women leadership: Alongside facility-led training, we also offered tailored training under our ‘Women
Leadership Program.” Building on our team'’s learnings, we modified the training approach in 2022,
adopting a hybrid model of in-person and online training. We continued with this model in 2023 with
more than 1,500 supervisors participating in factories in Cambodia, China, India, Indonesia, Myanmar,
and Vietnam. We closely track the progress of workers graduating from this training initiative, and
since 2016, approximately 170 female supervisors have been promoted to higher positions as a result
of their participation in the program.

Labor rights: In 2023, we also saw a continuation of our mobile-phone-based ‘Digital Training’ project,
which had been successfully rolled out at 133 manufacturing facilities in 17 countries in 2022. The
digital tool assesses workers” awareness of their labor rights and remedies, e.g., fire safety,
harassment and abuse, and use of grievance channels. More than 50,000, workers took part in 2023
(2022: 82,000) and averaged a score higher than 92 out of 100 in the post-test questions, thereby
demonstrating very high levels of awareness of their core rights and available remedies.
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Manufacturing facility engagements and training sessions

Throughout 2023, we combined on-site and remote (i.e., virtual] interactions to maximize the impact of
our facility engagements and training sessions. In total, we completed 644 individual facility engagements
in 2023 (2022: 657) and 179 training sessions for manufacturing partners, licensees, workers and adidas
employees (2022: 187), reaching a total of around 4,222 people. The training sessions continued to cover a
broad range of topics, from our Workplace Standards, guidelines, and supporting policies, through to
targeted training on specific labor, health and safety, and environmental topics.

We continued to work with our licensee partners in 2023 to ensure they are implementing adidas
Workplace Standards into their manufacturing partners’ operations in a consistent manner. Our licensees
continue to have access to the FLA e-learning materials, which include training courses covering topics
such as human rights, forced labor, responsible manufacturing, and worker engagement. In 2023, we
expanded this training by facilitating access to the Better Buying Institute’s e-learning course on
responsible purchasing practices. In addition to the training, Better Buying worked with a selected group
of licensees’ suppliers to complete the Better Buying Partnership Index survey, which helped evaluate the
impact of the licensees’” purchasing practices on suppliers and their workers and identify any improvement
areas.

Audits

We regularly audit our manufacturing partners against the adidas Workplace Standards, utilizing a
range of audit tools. In 2023, in addition to our own audits, we began to incorporate assessments
conducted by the ILO’s Better Work program, a collaboration between the United Nations’ ILO and the
International Finance Corporation to improve working conditions within the apparel and footwear industry.
adidas also continued to use ‘Social and Labor Convergence Program’ (SLCP) assessments (2023: 79,
2022: 133) in its monitoring activities to avoid repetitive social audits in shared facilities.

A total of 499 social compliance audits (initial assessments and performance audits) were conducted in
2023 (2022: 709), six of which were conducted remotely (2022: 15). Of the 329 on-site performance audits
conducted, 82% were carried out on an unannounced basis, whereby the manufacturing facility is not
informed in advance of the exact date of assessment. The number of audits in factories manufacturing
goods for licensees was reduced from 295 in 2022 to 267 in 2023, reflecting a reduction in the number of
licensee suppliers.

Number of audits by region and type

Environmental

Region Initial assessment’ Performance audit? assessment? Total

2023 2022 2023 2022 2023 2022 2023 2022
Asia 46 60 356 426 684 606 1,086 1,092
Americas 19 12 b4 34 17 18 80 b4
EMEA B 9 29 35 24 22 58 66
Total* 70 81 429 495 725 646 1,224 1,222

1 Every new manufacturing facility has to pass an initial assessment to prove compliance with the ‘adidas Workplace Standards’ before an order is placed. The
data shown includes both initial assessments and initial assessment follow-ups, and includes on-site and desktop assessments.

2 Audits conducted in approved factories that have passed the initial assessment (including on-site and desktop assessments). As of 2023, audits under the
SLCP and Better Work programs are included.

3 Includes environmental assessments and wastewater test assessments according to the ‘ZDHC Wastewater Guidelines.’

4 Includes audits done in licensee factories.

To complement our broader sustainability efforts, we monitor our suppliers to ensure compliance with our
environmental standards and guidelines and to validate their performance against annual environmental
targets. In 2023, 325 facilities in 24 countries were assessed and evaluated for their environmental
performance, which represented 317 of our key Tier 1 and Tier 2 manufacturing partners, and selected
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Tier 3 suppliers enrolled in our sourcing sustainability program. In addition, a total of 400 wastewater test
assessments were conducted according to the ZDHC Wastewater Guidelines.

As we continue to increase our focus on added-value advisory services and empowerment projects, which
go beyond our regular audit routine, the number of internally managed audits decreased to 85 in 2023
(2022: 109), with 90% (739 assessments) of all assessments performed by third-party monitors (2022:
860).%

A total of 72% (2022: 65%] of all direct and licensee facilities were audited in 2023. ‘High-risk’ locations in
Asia, which is the most significant sourcing region for adidas, were the subject of extensive monitoring in
2023, with an audit coverage of 89% (2022: 84%). As a general principle, manufacturing facilities located in
high-risk countries are 100% covered in our auditing scope, which means they receive audits annually,
while low-risk countries with strong government enforcement and inspectorate systems, such as
Germany, are considered out of scope for our audit coverage.

We also continue our efforts to cascade HREDD processes within our supply chain by holding our key
Tier 1 manufacturing partners accountable for implementing their own due diligence processes. This
includes measuring our suppliers’ ability and performance in conducting their own internal compliance
monitoring, as well as their commissioning of social compliance audits in their subcontractor facilities,
with implementation tracked via our S-KPI tool. This is complemented by ongoing steps to extend audit
coverage to our nominated Tier 2 material suppliers and targeted Tier 3 spinning mills in China.

Audit results and S-KPI performance

2023 marks the second year of measuring our supplier performance using the S-KPI tool. The S-KPI
assesses a factory’s performance in delivering a safe and fair workplace by measuring effective due
diligence processes, as well as the ability to deliver positive social impact. In total, the S-KPI has 15 units
of measures ((UOM’). These include compliance with threshold and zero-tolerance issues, completion of
remediation plans, accident and absenteeism rates, as well as a range of worker empowerment measures
such as resolution and satisfaction rate of workers’ grievances, participation rate in worker satisfaction
surveys, and the ratio of females in mid-managerial positions. The S-KPI assesses a factory’s
performance in each of the UOMs based on the information gathered and, where applicable, validated
during social compliance audits which are uploaded to a dashboard for each supplier. The result is a final
score (in %) which is converted to S-rating levels from 1-5, with 55 being the best. The thresholds are set
as follows: 1S: 0-29%, 2S: 30-59%, 3S: 60-79%, 4S: 80-89%, 5S: 90-100%. For suppliers that have achieved
a S-KPI of 55, we reserve the possibility to exclude them from selected S-KPI compliance measurements
for one year due to their low risk profile.

In 2023, almost 84% of our 108 key manufacturing facilities achieved a rating of 4S or better, which is a
significant improvement compared to 2022 (75%). We see a positive trend, with almost all of the higher-
performing manufacturing facilities (4S or 55 in 2022) maintaining or improving their S-KPI rating in 2023.
With this performance, we are confident that we will meet the 2025 target for the upper performance band
for our suppliers and now expect 90% of our strategic Tier 1 suppliers to achieve a minimum of 4S or
better by 2025.

24 Including social and environmental assessments, excluding ZDHC wastewater assessments (400).
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Social impact performance rating of strategic supplier factories by S-KPl in %
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All of our key licensees [i.e., our long-term partners and/or those with the largest business volumes)
achieved a Licensee Compliance Rating ('LCR’] of at least 45 in 2023, and of these, 75% received a rating of
5S. This rating reflects that these licensees have successfully demonstrated that they have embedded
strong governance systems, supply chain management, and purchasing practices compliance
requirements into their business practices. Licensees are also assessed on the existence of policies and
systems to address stakeholder engagement, as well as levels of public reporting and communication.

Non-compliances identified in active factories

Our manufacturing partners’ facilities are evaluated against a number of critical compliance issues.
While threshold issues are considered serious but correctable non-compliances that can be addressed
through remedial action within a specified timeframe, zero-tolerance issues - such as forced labor; child
labor practices; or critical life-threatening health, safety, and environment conditions - immediately
trigger a warning and potential disqualification of a supplier. During the course of each year, we
continuously track non-compliances identified through manufacturing partners’ performance audits,
collaboration audits, self-governance assessments, and, since 2020, SLCP assessments. We follow up on
all non-compliance and require our manufacturing partners to remediate these findings within a specified
timeframe. The identified issues in 2023 remained largely the same as those reported in 2022.

— Labor: Besides identifying non-compliance with the Workplace Standards, our Social Compliance team
focuses on the use and effectiveness of the facilities” HR management systems, including any gaps in
policies and procedures related to specific risk areas, such as forced labor, child labor, freedom of
association, or discrimination. As a result, the percentages shown indicate the systemic shortcomings
of active facilities, where corrective action is required to reduce potential risks, rather than the
confirmed presence of a specific case of non-compliance or breach, which requires remediation.
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Shortcomings in the area of labor identified during audits in 2023

21% Other! 20% Management systems for fair wages

3% Recruitment

11% Management systems

3% Management systems \ for working hours
of disciplinary practices

4% Management 11% No standardized

commitment evaluation | filing system?

10% Company policy/

4% Wage payment/amount staff handbook

5% Annual leave/public holidays ‘ 9% Communication systems

1 'Other’ includes, for example, overtime/holiday rate and other benefits/allowances.
2 'No standardized filing” indicates a factory does not keep relevant information/documents and records that demonstrate compliance with laws and
regulations.

— Health and safety: Fire, electrical, as well as machine and ladder safety are critical areas for existing
manufacturing facilities, and together they accounted for almost 40% of the non-compliance identified
in 2023. The way chemicals were stored and used, including the handling of hazardous chemicals,
accounted for 5% of non-compliance findings reported. A further 9% of the findings related to
management systems, policies, and procedures, and specifically a lack of compliance with our
Workplace Standards and expectation for effective occupational health and safety systems, including
the recruitment and retention of qualified safety staff.

Shortcomings in the area of health and safety identified during audits in 2023

21% Other! 20% Fire safety

3% First aid 10% Architectural considerations

5% Sanitation and hygiene

5% Material storage 9% Management systems
and ladder safety 1 for health and safety
5% Hazardous chemicals

in production ! 9% Machine safety
6% Electricity and electrical hazards { 6% Personal protective equipment

1 'Other’ includes, for example, material storage, housekeeping, or waste management.

Remediation of shortcomings

We follow up on all cases of non-compliance and require our manufacturing partners to remediate open
issues within a specified timeframe. While in many cases the actual issues will have been resolved, our
approach is to only ‘close’ these in our systems when we have verified evidence of completion and
established that corrective actions taken are sustainable and sufficient to avoid reoccurrence. To support
remediation and ensure effective management systems are in place, we undertake capacity building
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especially for any identified high-risk issues. For instance, in 2023, we launched an occupational health
and safety program to improve electrical safety for workers and factory maintenance staff, including
written guidelines and supplier training.

Independent FLA audits

Each year, the FLA independently assesses the supply chain of its member brands. It does this using a
variety of monitoring models (e.g., in-person, virtual, or a hybrid approach of both in-person/virtual] that
result in tailored ‘Sustainable Compliance Initiative’ ['SCI') assessments. adidas received three such FLA
assessments in 2023. In addition to manufacturing facility monitoring, the FLA focused its efforts on more
areas, including enhancing virtual monitoring methodology, issuing specific country-related and topical
guidance, supply chain mapping, grievance mechanisms, revising its third-party complaint mechanism,
developing responsible termination guidelines, and continuing its work to measure and mitigate impacts of
covid-19 on the industry’s supply chain.

Enforcement

Warning letters are an essential part of our enforcement efforts and are triggered when we find
ongoing serious non-compliance issues that need to be addressed by our manufacturing partners’
facilities. We work closely with our manufacturing partners to help them improve their performance.
However, where we face situations of severe or repeated non-compliance that cannot be resolved, we
terminate business relationships with facilities. When making such a decision, we always seek to balance
the adverse impacts arising from the unresolved non-compliance against the wider effects that a business
termination can have on the rights and interests of the workers, especially if this triggers layoffs. In such
circumstances, we may extend timelines to ensure a responsible exit is achieved.

— Warning letters: In 2023, our close engagement with our manufacturing partners’ facilities helped
limit the need to issue warning letters, with a total of nine (2022: six) across seven countries.
Compared to the previous year, the overall number of active first warning letters remained at a similar
level, from six in 2022 to eight in 2023; the total number of second warnings was one in 2023 (2022: 0).
Manufacturing facilities that receive a second warning letter are only one step away from being notified
of possible termination of the manufacturing agreement and are subject to focused monitoring by our
team. No third warning letters (which result in termination of the contract) were issued to our
manufacturing partners in 2023 (2022: 0).

— Advisory letter: For suppliers to whom we do not have a direct contractual relationship, we rely on
advisory letters as an enforcement measure: In 2023, two advisory letters were issued to Tier 2
facilities after their management failed to commit to complying with our environmental requirements.

— Terminations: In 2023, there were no instances in which a supplier agreement was terminated for
social compliance reasons (2022: 0).

Sustainable Finance

The challenges posed by the impact of climate change and social developments in our societies and
supply chains are huge. Responding to these will require dedicated funding of sustainability initiatives.
In this section, we provide an overview on our sustainability bond as well as on our approach to
complying with the requirements of the EU Taxonomy, the objective of which is to channel investments
in the direction of sustainable economic activities. We will also report about responsibility regarding
tax. Through taxes, governments have the monetary ability to pursue their objectives and take on the
responsibility of further developing their countries.
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Sustainability bond

In 2020, adidas successfully placed its first sustainability bond. Proceeds from the offering are used in
accordance with the Sustainability Bond Framework we created. adidas has committed to providing annual
updates on the allocation of the proceeds and the impact KPIs driven by the proceeds until fully allocated.
As of September 2023, adidas had realized full allocation of the net proceeds. » see TREASURY

The following summary outlines selected environmental and social impact KPIs in accordance with
chapter 7 ‘Reporting’ of the ‘adidas Sustainability Bond Framework.” The proceeds listed in the Allocation

Report have contributed to these impact KPIs.

Sustainability bond: impacts

2023 2022 2021

Eligible category: sustainable materials

Impact of investment or expenditure into using more sustainable
materials

Percentage of recycled polyester used for adidas apparel and

99 96 91
footwear ranges

Percentage of more sustainable cotton sourced 100 100 100

Number of pairs of shoes produced containing ‘Parley Ocean

Plastic’ >2m >26m > 17m

Eligible category: sustainable processes

Impact of investment or expenditure into improving our
operations by establishing more sustainable processes

Absolute annual COze Scope 1 and Scope 2 net emissions (in

tons) in own operations’ LEh ZEe 164,149 138,411

Number of buildings? of own operations holding certification for
environmental management (ISO 14001)/health and safety 70/140/324 64/112/322 64/63/327
management (ISO 45001)/energy management (ISO 50001)

Eligible category: community engagement

Impact of investment or expenditure (on a global and local level)
from actively supporting and positively impacting communities

Number of funded ventures for ‘Black Ambition,” a program that
supports Black and LatinX entrepreneurs in launching start-up 32 31 34
businesses

Number of grants for Black-owned small businesses as part of
‘BeyGOOD," an initiative aimed at bringing equity to those 1,000 276 =3
disproportionately impacted by social and racial injustice

Number of scholarships granted to students at adidas’ HBCU
partner schools as part of adidas’ ‘United Against Racism’ 55 55 55
ambition

1 Own operations include administrative offices, distribution centers, production sites, and retail stores.
2 Atyear-end.
3 Grants distribution for Black-owned small businesses as part of ‘BeyGOOD,” which is managed by a third party, postponed from 2021 to 2022.

EU Taxonomy

In 2020, the EU introduced Regulation (EU) 2020/852 to establish the EU Taxonomy framework
(‘Taxonomy’). The purpose of the Taxonomy is to provide a common language and a clear definition of what
is considered ‘sustainable’ to direct investments toward sustainable economic activities. The Taxonomy
will thereby support the EU’s climate, energy, and ‘European Green Deal’ targets.

m



adidas ANNUAL REPORT 2023

1 2 3 4 5
GROUP MANAGEMENT REPORT
OUR COMPANY

The Taxonomy is a classification system for environmentally sustainable economic activities. An economic
activity is considered Taxonomy-eligible if it is described in one of the delegated acts of the Taxonomy and
has the potential to support the achievement of at least one of the following six environmental objectives:

1) Climate change mitigation

2) Climate change adaptation

3] Sustainable use and protection of water and marine resources
4)  Transition to a circular economy

5)  Pollution prevention and control

6) Protection and restoration of biodiversity and ecosystems.

For an activity to be considered and reported as environmentally sustainable, i.e., Taxonomy-aligned, the
following three prerequisites must be fulfilled:

— Substantial contribution: The activity makes a substantial contribution to one of the environmental
objectives by meeting the technical screening criteria defined for this economic activity.

— Do no significant harm (‘DNSH’): By fulfilling further criteria, it can be demonstrated that the activity
does not do significant harm to any of the other environmental objectives.

— Minimum safeguards: The company performing the activity must have implemented and adhere to
minimum safeguards relating to human rights, including labor rights, bribery/corruption, taxation, and
fair competition.

Reporting scope for fiscal year 2023

The Delegated Regulation (Delegated Regulation (EU) 2021/2178) on Article 8 of the Taxonomy specifies
the content, methodology, and presentation of information to be disclosed by financial and non-financial
undertakings concerning the proportion of environmentally sustainable economic activities in their
business, investments, or lending activities. With the introduction of Delegated Regulation (EU) 2021/2139
in 2021 and its amendment in 2023 (Delegated Regulation (EU) 2023/2485), the EU clarified the conditions
under which an economic activity qualifies as contributing substantially to climate change mitigation
and/or climate change adaptation and for determining whether that economic activity does not cause any
significant harm to any of the other environmental objectives. Furthermore, in 2023, the EU enacted the
Delegated Regulation (EU) 2023/2486 establishing the Taxonomy eligibility and alignment criteria of
economic activities for the remaining four environmental objectives mentioned above. However, for the
first year of application, for adidas the reporting on the financial year 2023, only the proportion of
Taxonomy-eligible and non-eligible activities in their total turnover (net sales), capital expenditure
(‘CapEx’), and operating expenditure ('OpEx’) KPIs need to be disclosed for the remaining four
environmental objectives. For the environmental objectives of climate change mitigation and climate
change adaptation, as in the prior year, it is necessary to provide information on the degree to which
Taxonomy-eligible economic activities are Taxonomy-aligned and to disclose the corresponding financial
KPlIs. Despite the expansion of the Taxonomy disclosure requirements in 2023, the adidas core business
activities, i.e., the manufacturing of textiles and footwear as well as wholesale and retail sale thereof,
remain unmentioned in the delegated acts and therefore non-eligible for any of the six environmental
objectives. In addition, as per Delegated Regulation (EU) 2022/1214, we are required to provide specific
disclosures on economic activities related to the fossil gas and nuclear energy sectors. We carried out
related activities in 2023 due to the operation of a district heating plant in Germany, although, similar to
2022, not to a material extent. Thus, the detailed disclosure requirements as per Annex Xl| of the
Delegated Regulation do not apply to adidas.

112



adidas ANNUAL REPORT 2023

1 2 3 4 5
GROUP MANAGEMENT REPORT
OUR COMPANY

Description of adidas procedure toward compliant 2023 reporting
As in previous years, a core team within the adidas Corporate Finance area was responsible for the
2023 reporting process. The main tasks of the team were to

— educate the functional and subject-matter experts — mainly from the Accounting, Controlling, HR
Workplaces, Supply Chain, and Retail teams - on the reporting requirements, with particular focus on
Taxonomy alignment criteria,

— define, orchestrate, and lead a structured process to collect all Taxonomy-relevant information from
the subject-matter experts,

— analyze and verify reported information in terms of Taxonomy relevance, accuracy, and completeness,
and

— ensure that all new and updated Taxonomy-relevant publications that have become available
throughout the course of the year are adequately reflected in this report.

Determination of Taxonomy-eligible activities

The core team reviewed the new delegated acts to the Taxonomy Regulation as they became available and
analyzed the impact on the disclosure requirements compared to 2022 to ensure accuracy and
completeness of our reporting. As mentioned above, while the reporting requirement covers all six
environmental objectives since the beginning of 2024, the main economic activities of our business model
remain out of scope, and we consequently have no turnover-generating Taxonomy-eligible activities to
report on. As a result, the following eligible economic activities have been identified for 2023:

— 6.5 Transport by motorbikes, passenger cars, and light commercial vehicles (including company car
leases)

— 7.3 Installation, maintenance, and repair of energy-efficient equipment (e.g., LED lighting in retail
stores)

— 7.7 Acquisition and ownership of buildings (including building leases)

Assessment of Taxonomy alignment of Taxonomy-eligible activities

For Taxonomy-eligible activities at adidas, the environmental objective of climate change mitigation is
applicable, not climate change adaptation, since these activities are intended to positively impact our
carbon footprint. Hence, the Taxonomy-eligible activities have been assessed according to the substantial
contribution and ‘DNSH’ criteria as laid out in Annex | to the Delegated Regulation (EU) 2021/2139. Since
the identified Taxonomy-eligible activities relate to the purchase of output from potentially Taxonomy-
aligned activities, performing the Taxonomy assessment was dependent on the input of the relevant
information from the respective third-party suppliers. Due to the expected time and resource investment
necessary for assessing all individual projects and items contributing to the eligible activities, we
prioritized the assessment of those individual activities that were most material in terms of value and/or
were more likely to be Taxonomy-aligned due to the availability of the necessary information.

Eligible building leases relate to warehouses/distribution centers, own retail stores, and corporate offices.
The applicable substantial contribution and DNSH criteria as set out in section 7.7 of Annex | of the
Delegated Regulation predominantly relate to primary energy demand and climate-related risks and
adaptation solutions, respectively, in connection with the leased buildings. The substantial contribution
criterion evidence which is most relevant for adidas in this regard is the existence of an Energy
Performance Certificate (EPC) class A. Many of the eligible building leases are located outside of the EU,
where this EU-centric energy performance certification is not common practice and other standards and
frameworks, which are not mentioned in the Regulation, are typically used (e.g., LEED certification). In line
with the generally low share of available non-residential buildings meeting these energy performance
standards across our markets, only a few eligible leases in 2023 fulfill this criterion, in particular the
eligible retail leases for which adidas has very limited ability to influence the design and/or
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(reJdevelopment, especially for mall-based stores, which is the case for many of our retail locations. In
addition, certain eligible retail lease locations are heritage sites for which it is not possible to obtain EPC
class A certification. However, we have certain eligible lease contracts in connection with smaller
warehouse (Dubai), retail (Poland), and corporate office locations (Sweden and the Netherlands), that fulfill
the substantial contribution criterion. This reflects our commitment to decarbonize our own operations as
well as our more pronounced ability to influence the design and development of major real estate
investments related to our operational infrastructure. » SEe oWN OPERATIONS

The relevant applicable ‘'DNSH’ criterion for building leases relates to the environmental objective of
climate change adaptation and refers to the performance of a robust climate risk and vulnerability
assessment as per Appendix A to Annex | of the Delegated Regulation. In the assessment, we prioritized
the most relevant eligible activities for this DNSH criterion. Thereby, on a case-by-case basis, we
approached the landlords requesting the necessary information on the one hand, and, on the other, used
existing information on climate risks and corresponding adaptation solutions that is regularly gathered as
part of our standard business processes [e.g., for insurance purposes). As a result, for the majority of the
assessed building leases, not all information was available for a complete and conclusive assessment
exactly as per the methodology and scope prescribed by the Regulation. However, one of the eligible
building leases that fulfills the substantial contribution criterion also complies with the DNSH criterion
and is therefore reported as Taxonomy-aligned.

Eligible company car leases relate to the car fleet at multiple adidas locations. As per the applicable
technical screening criteria mentioned in section 6.5 of Annex |, a vehicle that emits a maximum of 50g of
CO2e/km is considered to make a substantial contribution to climate change mitigation. For adidas, this
applies to all leased electric vehicles and most plug-in hybrid vehicles.

Compliance with the DNSH criteria, as laid out in Annex | of the Delegated Regulation, requires the
performance of a robust climate risk and vulnerability assessment, adherence of the vehicles to certain
recyclability and reusability criteria, and adherence to various product-related EU regulations and
directives concerning the limits of certain gaseous emissions and the external rolling noise and resistance
characteristics of the vehicle tires. Assessing compliance with all these criteria requires the involvement
and input of various suppliers. As a result, not all information was available for a complete and conclusive
assessment as required by the Regulation. We therefore assessed the eligible car leases as not
Taxonomy-aligned.

For the remaining eligible activities under section 7.3, an assessment of the Taxonomy alignment against
the respective criteria laid out in Annex | of the Delegated Regulation was conducted in a structured
manner as far as this was possible with reasonable effort. While the eligible activities fulfill the substantial
contribution criterion, none of them are considered to be Taxonomy-aligned as a result of the non-
compliance with the DNSH assessment.

Minimum safeguards

The minimum safeguards form part of the Taxonomy alignment criteria. Their purpose is to clarify that
eligible economic activities can only be environmentally sustainable when performed in circumstances
which are compliant with social norms and certain minimum governance standards. In this context,
companies must implement appropriate processes and procedures to avoid negative influences on or
violations of the following four specific topics: human rights (incl. labor rights), taxation, corruption/
bribery, and fair competition. In order to assess adidas” adherence to the minimum safeguards, we
reviewed the Platform on Sustainable Finance’s final report to the European Commission on this matter as
well as the European Commission’s clarifying FAQ document of June 2023. In summary, these documents
outline the following conditions of non-compliance with minimum safeguards:
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Human rights and labor rights:

— Lack of an adequate human rights due diligence (HRDD] process as outlined in the United Nations
Guiding Principles on Business and Human Rights (UNGPs) and the OECD Guidelines for Multinational
Enterprises on Responsible Business Conduct, and/or

— evidenced signals of breach of law or human rights.

Taxation:

— Lack of tax governance and compliance as well as adequate risk management strategies and
processes, and/or

— evidence of tax law violation.

Corruption/bribery:
— Lack of anti-corruption processes, and/or
— cases of court conviction for corruption.

Fair competition:

— Lack of promotion of employee awareness of the importance of complying with all applicable
competition laws and regulations, and/or

— cases of court conviction for violating competition laws.

In 2023, similar to the previous year, our subject-matter experts from the Social and Environmental
Affairs, Tax, and Legal areas assessed the details of the respective criteria. The key objective of this
assessment was to determine the extent to which the mentioned governance standards and policy
frameworks are already embedded in adidas’ existing policies (e.g., adidas Human Rights Policy), standard
operating procedures (e.g., adidas Fair Play Code of Conduct), as well as in its Compliance Management
System.

As in 2022, our assessment for the fiscal year 2023 confirmed that the Taxonomy-eligible activities were
performed in a manner that is fully compliant with the minimum safeguards. We maintain rigorous
internal policies and oversight mechanisms to ensure ongoing adherence to these standards.

More information on our compliance with the respective criteria can be found in this Annual Report:

— Human rights and labor rights » see sociAL IMPACTS
— Taxation » SEE OUR APPROACH TO TAX

— Corruption/bribery » SEERISK AND OPPORTUNITY REPORT
— Fair competition » SEERISK AND OPPORTUNITY REPORT

Determination and reporting of Taxonomy KPIs
— Turnover KPI: Turnover as per the Taxonomy (denominator of the turnover KPI) is equivalent to
our net sales disclosed in the consolidated financial statements in this report. In 2023, the
turnover amounts to € 21,427 million (2022: € 22,511 million). The identified eligible activities at
adidas were not turnover generating, resulting in a numerator value of ‘0" and, accordingly, a
turnover KPI of 0% eligible and 100% non-eligible turnover. » SEE INCOME STATEMENT

— CapEx KPI: In comparison to the disclosed CapEx value of € 504 million in this report, the
Taxonomy definition of CapEx results in a total value of € 838 million (denominator of the CapEx
KPI) at adidas (2022: € 1,587 million). The denominator contains, in accordance with the definition
of the Taxonomy and as disclosed in this report, additions to buildings, technical equipment and
machinery, other equipment, furniture and fixtures, right-of-use assets, and other intangible
assets, before depreciation, amortization, and remeasurements. To calculate the numerator of
the CapEx KPI, we analyzed the additions in relation to the identified eligible activities as
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described above. In this process, we conducted several control measures, such as plausibility
checks and reconciliations, to avoid double-counting of additions. In total, the corresponding
numerator of the eligible CapEx KPI amounts to € 344 million (2022: € 867 million), resulting in a
CapEx KPI of 41% eligible and 59% non-eligible CapEx. Most of the eligible CapEx in 2023 (89%)
relates to building leases (section 7.7), which amount to € 307 million, with € 22 million eligible
CapEx relating to the installation of energy efficiency equipment (section 7.3), and the remaining
€ 16 million eligible CapEx relating to car leases [section 6.5). While a total of € 44 million of
eligible CapEx complies with the substantial contribution criteria, € 7 million of eligible CapEx are
Taxonomy-aligned. In summary, the corresponding numerator of the aligned CapEx KPI amounts
to € 7 million, resulting in a CapEx KPI of 1% aligned and 40% non-aligned CapEx (2022: 0%
aligned and 55% non-aligned CapEx). » SEE STATEMENT OF FINANCIAL POSITION AND STATEMENT OF CASH FLOWS

— OpEx KPI: The Taxonomy definition of ‘OpEx’ refers to expenditure for research and development,
short-term leases, maintenance and repair, as well as certain other expenditure. In 2023, this
amounts to € 969 million [denominator of the OpEx KPI) at adidas (2022: € 862 million), which
compares to € 21,427 million of net sales and € 10,087 million of OpEx as per the consolidated
financial statements for adidas disclosed in this report. In the context of our business model,
which is the design, development, production, and marketing of a broad range of performance
and sports lifestyle products, we consider the Taxonomy OpEx KPI denominator value to be
insignificant. Consequently, and in line with Annex | of the Delegated Regulation (EU) 2021/2178,
we report the numerator value of our Taxonomy-eligible OpEx KPI as € 0 (2022: € 0). As a result,
no further information on the alignment of eligible OpEx can be provided in this Annual Report.

Full information on the Taxonomy KPIs according to Annex Il of the Delegated Regulation can be found in
this Annual Report. » SEE EU TAXONOMY TABLES

Our commitment to sustainability is reflected in the ambitious targets and numerous initiatives that are
outlined in this report. We consider the EU Taxonomy to be a potentially valuable instrument that will help
us validate and adjust our sustainability ambitions over time, assuming our core business activities
become eligible to contribute to the Taxonomy’s environmental objectives and a common interpretation of
all aspects relevant to adidas is established. At the time of the publication of this report, it remains unclear
if and by when this will be the case.

Approach to tax

We are committed to being compliant with all tax regulations in all jurisdictions in which we operate.
We consider the interests of our stakeholders in the business decisions we make in order to ensure the
lasting success of our company.

We do not operate through artificial structures or structure our business in ways that are intended to
result in tax avoidance. Where we have a presence in so-called low-tax jurisdictions, this is related to our
business activities in those jurisdictions and is not created for the purpose of minimizing our tax burden.
While tax is among the many considerations in making business decisions, it is not the main driver in our
decision-making process.

Tax management and governance

Given the range of activities and locations we operate in, adidas is subject to a wide range of taxes
across the world, including corporate income tax, VAT/GST, employee-related taxes such as payroll and
fringe benefit tax, withholding taxes, property taxes, stamp duties, and other taxes. The purpose of our tax
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function is to support and enable business objectives while ensuring compliance and preventing or
minimizing tax risks.

The approach to tax is defined by the Vice President Corporate Tax and is reflected in the tax strategy,
objectives, policies, and internal controls. Economic and social impacts are considered in developing and
executing our tax strategy. The Corporate Tax team reviews our tax strategy on an annual basis, with
significant changes being approved by our Chief Financial Officer (CFO). The CFO is ultimately accountable
for compliance with our tax strategy.

Pursuant to our tax policies, the local Directors and Management of each legal entity are responsible for
ensuring compliance with tax regulations. The local teams are supported by the company’s Corporate Tax
team and tax advisers. The Corporate Tax team exercises global governance and is accountable for our
approach to tax. Its main responsibility is to provide global tax advisory, to identify and manage
opportunities and risks, and to ensure tax compliance worldwide. Through partnering with business
functions, the Corporate Tax team aims to understand the needs and perspectives of various stakeholders
internally and externally and to support business objectives while ensuring continued compliance with tax
regulations. Inquiries from and communication with external stakeholders regarding our tax affairs are
managed in accordance with our ‘Global Communication Guidelines.’

Our Executive Board is updated on tax matters periodically, including a risk review process every six
months that also forms part of our tax governance framework. Our CFO and/or the Executive Board,
advised by the Corporate Tax team, is ultimately responsible for decisions on topics such as entering into
significant or one-off transactions that may give rise to an increase in tax risk (e.g., mergers and
acquisitions).

Our ‘Fair Play Code of Conduct’ sets out the options available to employees who detect unlawful or
unethical behavior, including anonymous notification or whistleblowing procedures. The adidas AG audit
includes the audit of disclosures in respect to tax in the Consolidated Financial Statement.

Interactions with tax authorities

We seek a cooperative relationship with tax authorities. We respond to information requests, whether
formal or informal, and, on a case-by-case basis, decide whether to take the initiative in communicating
business developments of particular significance to the local tax authorities. During 2023 we were not
involved in the public policy regarding tax law or tax law changes in any of the jurisdictions in which we
operate.

Tax planning

We ensure that the tax profile of our activities is aligned with the substance of the operating structures of
our business. Accordingly, transactions have commercial and economic substance, and we do not put in
place arrangements that are contrived or artificial. Our ‘Transfer Pricing Policy’ requires that intragroup
transactions be carried out on an arm’s-length basis. As a result, our profits are derived and taxed in the
jurisdictions where value is created.
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Non-financial statement

In accordance with § 315¢c HGB in conjunction with §§ 289c to 289e HGB, adidas publishes a combined
non-financial statement for adidas AG and the Group in this combined Management Report. The content of
the non-financial statement can be found throughout the combined Management Report, with relevant
parts being indicated accordingly. This content was subject either to a separate reasonable assurance
engagement, marked with | |, or to a limited assurance engagement, marked with , of
PricewaterhouseCoopers GmbH Wirtschaftspriifungsgesellschaft. These parts are not covered by the
Audit of the Consolidated Financial Statements and of the Group Management Report. Links and
references are not part of the non-financial statement and have not been assessed. » SEE INDEPENDENT
PRACTITIONER'S REPORT ON A LIMITED AND REASONABLE ASSURANCE ENGAGEMENT ON NON-FINANCIAL REPORTING

The content of the non-financial statement combined with further information in this report and on our

corporate website is prepared with reference to the GRI Standards. The GRI content index can be found

online. » REPORT.ADIDAS-GROUP.COM
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Description of business model
SEE GLOBAL SALES
SEE GLOBAL OPERATIONS

Environmental approach
— More sustainable materials and circularity
SEE SUSTAINABILITY
SEE INTERNAL MANAGEMENT SYSTEM
SEE MANAGEMENT ASSESSMENT OF PERFORMANCE, RISKS AND
OPPORTUNITIES, AND OUTLOOK

— Decarbonization

SEE SUSTAINABILITY

— Water consumption (supply chain)

SEE SUSTAINABILITY

— Waste diversion (supply chain)

SEE SUSTAINABILITY

— Biodiversity
SEE SUSTAINABILITY

Product responsibility
— Product safety and integrity
SEE SUSTAINABILITY

Human rights

— Fair labor conditions
SEE OUR PEOPLE
SEE SUSTAINABILITY

— Supplier relationships
SEE GLOBAL OPERATIONS
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Employee matters
— Diversity, Equity, and Inclusion
SEE OUR PEOPLE
SEE INTERNAL MANAGEMENT SYSTEM
SEE MANAGEMENT ASSESSMENT OF PERFORMANCE, RISKS AND

OPPORTUNITIES, AND OUTLOOK

— Experience and engagement
SEE OUR PEOPLE
SEE INTERNAL MANAGEMENT SYSTEM
SEE MANAGEMENT ASSESSMENT OF PERFORMANCE, RISKS AND

OPPORTUNITIES, AND OUTLOOK

— Learning

SEE OUR PEOPLE

— Rewards

SEE OUR PEOPLE

Consumer matters
— Membership
SEE GLOBAL SALES

Anti-bribery and corruption
— Ethical business practices
SEE RISK AND OPPORTUNITY REPORT

Tax
— Approach to tax
SEE SUSTAINABILITY

Sustainable finance
— EU Taxonomy

SEE SUSTAINABILITY

SEE EU TAXONOMY TABLES



