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Increase sales 3 o 5%
Deliver pesiiive badklogs at adices Americs

Deliver gress merg)iin of 41 e 43%

Reduce eperating expenses a8 & pPercami
off net sales for the {lirst time in five years

Recues inventeries below pricryear levels
Recuee cebt by € 100 million
Inerease bettom-line carmings by 15%

Increase shareholder uncersianding
ane conficencs in strategy

Seliing ambiious targets is ene Hing. Delivering on ihem is anciver.
A adides-Selemen, establishing challenging geals pushes us o sirive
harder, We know thet you as investors, employees and cusiomers
exped o see resulis,

Thet is wihet iis annual repert is all about. Evicdence: shown in grapis,
piciures, siefistics, as well as in brand sirategies and eur corporaie
mission statement. We are provd fe shew yeu (he resulis tiheft
dharacierize the top performmeance of adicks-Salonen,

Recerd sales of € 6.1 billlen, +5%

Year-end backlogs +8% (cunreney-nevlral +3%).
highest level in 3 years in Nertih Americe

Cross margin = 42.6%

Operafing expenses &3 @ pereant of net sales
down 1035 basis points

Inventeries reducee by 2%
Dbt down € 112 millien
Eamings +15%

Share price up 23%.
top DAX performer in 2001
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SALOMON €€ 3>

N Salomon is the Frezdom Action Sports brand. Number one in the world for winter
" . e sports, with leading posi
Salomon is aciively expanding its presence in suimimer and alternative

ns in alpine, norcic and snowhoard products,

sports as well as soft goeds. All products are highly innovative and

performance-oriented. The Szlomon family of brands comprises

* Salemon, Mavic, Bonfire, Cliché and, starting in 2002, Arc'Teryx.

4l

| n&uyw s

vg3aylorMade

TaylorMade-adidas Golf offers a full range
of golf hardware, footwear, apvarcl and

o . I . accessories. ltis a leader in the indust
das is a leading brand in the sporting sLLessores. s ¢ sty

and the nuinber ono premium metalwood
golf brand. TaylorMade-adidas Golf
markets producis under the brand

goods market with streng positions in

notwear, apparel and hardware. adidas

ucts offer techinological innovations and B )
names laylorMade, adidas Golf and,

stariing in 2002, Maxfli and Slazenger Golf.

itting-edge designs to athletes of all skill
s who aspire to achiove peal performance.

adidlas brand is structured in three divisions:
‘orever Sport, Originals and adidas Eguipment.

iis structure is unique to the industry and reflects
the brand’s commitiment to meat the specific
neaos of dificrent consuiner groups. Lo
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CROSSING THE LINE

STRATEGY Crossing the fiinish line first is the unigue privilege of the winner. [ is the
culminafion of years eoff planning and preparation. Crossing the line signifies that & paricular
goal or & target has been achieved. In 2001, adidks-Salomon reached fis targels, thenks
to the Implementation ef ideas, the effective performance of teams and focused strategy,
Im this section, Management provides an everview of the Group's birand strategies, sharne
development, employees. global eperations, as well as soclal and envirenmental affzirs.
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| @w@ adidas-Salomon

All of these accomplishments met or exceeded the goals we had set ourselves at the beginning of 2001.
These achievements are even more notable, given the tumultuous nature of the markets over the past
year. In 2001, the euro remained weak, emerging markets such as Turkey and Argentina had major
economic crises, the US golf and worldwide inline skate markets weakened significantly, promotional
pressure in the sports footwear market increased as our competitors cleared millions of excess shoes,
and the September 11 tragedy exacerbated market uncertainty in the US and around the globe.

So how did we do it? We put together a new team that is committed to maximizing the financial
results from adidas-Salomon’s passion for performance, innovation and heritage. Together, we have

focused exclusively on our Company’s core competency: developing, designing and marketing the

world’s best sports footwear, apparel and hardware. We are making adidas-Salomon products “cool”
again, by infusing each of our new products with the functionality, image and character our con-
sumers seck. And we have introduced new, more disciplined brand strategies which underline our

commitment to continuously improving our core brands in markets with high growth potential.

These are the keys to long-term success for our Company.

With respect to 2002, we know the markets will be tough and our competition fierce. Consumer

spending is uncertain. Gross margins will be under pressure as major currencies in Europe, Asia and
Latin America, which make up around 70% of our global sales, all remain weak against the dollar.
But we are doing all the right things to ensure that we again deliver both sales and earnings expansion
as well as positioning ourselves for continued long-term growth. Cur global marketing campaigns and
v our exciting new products are increasing our brand power in all our major markets. With the first
full collection of products developed as part of the new adidas brand strategy just hitting the shelves,
we are improving not only the quality and consistency of our products, but also their look and feel.

The best example for this is the Spring 2002 launch of two totally unique and innovative footwear

ranges, ClimaCool™ and a’. These ranges, cutting-edge in both design and construction, represent

a major step forward in footwear technology. We also plan to strengthen and extend TaylorMade-

adidas Golf’s leading position in the market and increase the Freedom Action Sports focus at Salomon.

In 2002, we expect to increase Group sales by at least 5%, with double-digit growth coming from both

North America and Asia. We will maintain our gross margin within our long-term range of 41 10 43%.

Our operating expenses will increase in 2002, as we commit ourselves to taking more active control of
Letter to the msmqm:w_nm_,m
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The Share

2001 Weekly Share Price Development

140

120 s
100

Dec. 29, 2000 Dec. 28, 2001

adidas-Salomon
1 DAX-30 Index

[ Standard & Poor's SuperCap
Footwear Index

Shareholder Structure*

Other.
n:ﬂwn_omma North America
otldings N.Nu\
31% ’
Rest of the World
2

Rest of Europe

24%

16%

* As of June 2001

The Share

In 2001, the adidas-Salomon share price
improved significantly. It outperformed the
DAX-30. Germany's premiere stock index, by
487%. While the index itself ended the year down
20%, adidas-Salomon was the top performer
with a gain of 28% and a year-end price of

£ 84.30. The adidas-Salomon share was also
32% ahead of the Standard & Poor’s SuperCap
Footwear Index, which comprises all major
footwear competitors in America. This index
lost 47 in the course of 2001 as a resuit of

the ongoing competitive environment for
sporting goods in the US.

Positive Development in Critical Environment

The adidas-Salomon share fluctuated in the first half
of the year but the trend was generally positive. The
weakening macroeconomic environment was reflected
in deteriorating financial results and profit warnings
both from main competitors and companies in other
sectors. This led to investor skepticism towards the
markets overall and towards the sporting goods
market in particular. However, Management held fast
to its objectives and early signs that the Group was
on track to meet its financial targets became visible.
This, together with strong brand concepts and positive
response from retailers to new product collections
ensured that the generally negative climate had only

a minor impact on the adidas-Salomon share price.

Management’s Credibility Creates Momentum

The tragic events of September 11 caused all major
markets and most stocks to fall significantly in value.
That catastrophe, in combination with the initial
negative reaction to the Group’s announcement that
it will acquire a 10% stake in the Bayern Munich
Football Club, pushed the share price down to

its year-low of € 47.70 in September. Proactive
communication from Management and earlier than
expected positive footwear backlogs in the US helped
enhance adidas-Salomon’s credibility in the financial
markets. As a result, investor confidence grew and
the upward trend for the adidas-Salomon share con-
tinued. Momentum increased in the fourth quarter,
with the year-high share price of € 84.30 being

reached on December 28.

International Shareholder Structure

The trend towards a more institutional and inter-
national shareholder structure continued in 2001.
The majority of adidas-Salomon shares are held by
institutional investors. Share ownership trends show
a clear shift away from a large number of smaller
investors towards a more concentrated group of
dedicated investors. Of the known institutional
investors, the largest group, on a regional level, are
North Americans, who hold 27% of adidas Salomon’s
45.3 million outstanding shares. This compares to
28% in 2000. Europeans now hold 24% of the Com-
pany’s shares against 21 % last year. German share-
holders currently hold 16% versus 17% in the prior

year and other international institutional investors
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Forever Sport is the argest adidas division
with products “engineerad to perform”

for athletes of all abilities. Technological
irnovation and & commitiment to perfor-
mance are the cornersiones of this division.

The Original division is the fastest-growing
adidag division. Originals preducts seek to
extend the unique and authentic heritage
of adidas to the lifesiyle market,

The adidas Eguinpment division will officially

faunch its first products in Spring/Summer
2003. Products target young working pro-
fessionals who understand and appreciate
spoart, but are also inspired by music and
faskion.

Brand Strategies
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Brand Strategies

ﬁ N Brand Strategies

el

adidas is the Group’'s core brand and a leader

in the sporting goods market. At the heart of
adidas is passion: passion for sports, passion
for athletes and passion for products. adidas is
a brand built on leading technology and cutting-
edge design. It is a brand identified and respected
by consumers for its innovative. inspirational
and authentic values. adidas is organized into
three consumer-oriented product divisions:
Forever Sport, Originals and Equipment.

This structure is unique to the industry and
reflects the brand’s commitment to meet
changing market demands, while remaining
anchored to its brand principles and heritage.
Performance-oriented footwear, apparel

and hardware products will always remain

the lifeblood of adidas. However, adidas is

also committed to incorporating the growing
importance of lifestyle, fashion and music
inspiration into the sports arena and adidas
products. This strategy allows the brand to
create a unique adidas experience and mean
more to more consumers.

@ Forever Sport
@@m @@. _umlo_.amsno-msrm:nmzm_u_.on_:n.m

Adi Dassler founded adidas to help athletes perform
at the peak of their ability, and this goal continues
to drive the brand’s activities today. Forever Sport
is focused on meeting the performance needs of all

“

athletes. Forever Sport products are “engineered to
perform”, bringing high-level, performance-oriented
products and innovative technologies to the market.
Forever Sport is structured into five main sports
categories: running, basketball, football, tennis and

training for sport.

Ground-Breaking Technologies in Running

Running is adidas’ biggest footwear category and the
home to high-performance technical apparel. adidas
is committed to developing innovative performance-
enhancing product for the world’s top runners and
occasional athletes alike. Through its sponsorship of
the world’s leading marathons, adidas interacts directly
with athletes to ensure its products best meet their
requirements. Running is the lead category to launch
ClimaCool™ and a’, the new, ground-breaking foot-
wear technologies introduced in 2002. As a result,
strong growth for the running category is anticipated
for 2002.
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Evidence of Top Technology and Design

In all its product categories, Forever Sport largets
athletes seeking functional and stylish products at
every level of competition. Meeting the full scope of
athletes’ needs is crucial to adidas’ success. Forever
Sport products aim to be both highly functional and
visually appealing. In this division, adidas is committed
to introducing at least one new footwear technology
or a major evolution of an existing technology every
year. In 2002, adidas is releasing two new footwear
technologies, ClimaCool™ and a’, as evidence of its
commitment to delivering cutting-edge technology

to the market.

Improved Product Positioning

adidas strives to have its product offering available
in a wide variety of venues to make its products
accessible to all relevant consumer groups. One
important success story in 2001 was adidas’
cooperation with prominent Japanese designer,
Yohji Yamamoto. For Yamamoto, adidas embodies
the values of craftsmanship, honesty and authenticity
that he sceks to express in his designs. The evidence
of this successful partnership can be found on the
catwalks in Paris and in the world’s leading fashion
magazines. In 2002 and beyond, adidas-Salomon
will continue to extend adidas visibility in both

traditional and non-traditional venues.

Global Brand Concepts for 2002

Global brand concepts are used at adidas to unite
marketing messages around key products and events.
These brand concepts utilize the full range of adidas
communication tools in integrated and innovative
marketing packages that heighten brand recognition
and enhance the brand’s profile globally. The four
brand concepts for 2002 are: ClimaCool™, a’, the
2002 FIFA World Cup™ and KOBE.

Feel the Breeze with ClimaCool™

ClimaCool™ is the new adidas technology designed
to keep feet cooler and drier. It combines maximum
functionality through a unique 360° ventilation
system with progressive and stylish design. Each
part of the shoe “breathes”, combining moisture
management and maximum ventilation. The result
is a shoe that helps the foot maintain its optimal
temperature. With a new and highly visible
technology, ClimaCool™ will be a cornerstone

of the adidas Forever Sport Division in 2002 and

beyond.
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Showcasing Football Leadership at the 2002 World Cup

It goes without saying that the FIFA World Cup™
in Japan and Korea will be the biggest sporting
event in 2002. As an Official Sponsor, Supplier

and Licensece of the 2002 FIFA World Cup™™,
adidas will have an opportunity to showcase its
undisputed football leadership and grow its overall
business in Asia. With a cumulative audience

of more than 41 billion viewers, the 2002 FIFA
World Cup™ will be the biggest World Cup ever.
adidas will mark this occasion with a unique Brand
Concept developed to extend market leadership in
the football business. These activities will include
signilicant television, print and on-site advertising.
Creative internet, merchandising and public

relations events are also planned.

Leading Football Products

adidas is launching many products in conjunction
with the World Cup. In addition to the Predator®
Mania boot, key products include the Fevernova™
Official Match Ball with both a dynamic new design
and improved accuracy. In apparel, the key word will
be DLC, which stands for the new Dynamic Layering
Concept; increasing performance, comfort and pro-
tection technologies layer by layer in team football

apparel.

The Best Player Portfolio

adidas will also be showcasing the best portfolio of
players and teams at the 2002 FIFA World Cup™,
The list of world-class players wearing the new
Predator® Mania boot includes Zinedine Zidane
(France), David Beckham (England), Raul Gonzales
(Spain) and Alessandro Del Piero (Italy). And adidas
teams have an excellent chance of taking the title
with national federations including defending World
Champion France, event co-host Japan and football
powerhouses Argentina, Germany and Spain, to

name a few.

The Future of Football

But adidas is also already looking ahead, beyond
2002. The status as Official Supplier for the UEFA
Champions League™ and Official Sponsor of the
2006 FIFA World Cup Germany™ will further
strengthen adidas’ market leadership. Additionally,
the 2003 FIFA Women’s World Cup™ in China
provides an excellent platform to address women

in sport.




Al

salbajens _Em._.m

yprer OMLAZ0A

. I

"uIId) 123U0l Y Ul

[eog siy1 jaoddns o1 anunuod [im Dueuntopad pue
udisap ‘A8ajens 1npoid ay1 pue Oz ul IMoag 10
pasiod st auyf aanieudis FAON Y.L stunode A3y uo
Pasndo} st uolnqLISIp pue puewap eyl 2Insua ol
patedo([e 2q [IM FAAHLAAO I 193IeW [[eqrayseq A3y
JU1 ut s13peI] 3[A1s 21nided 01 S1 UOISSIUL Y], "SIUIAD
pue unassew a[A1saj1] ‘suonepal onqnd ‘Ous 1puIAUL
poied1pap e ‘9jes-jo-1utod quud ‘uoisiaspol ysdnoayy
Aljeqo[3 paredtunuwurod aq {1 1daouod 3y, 1opea|
Ansnpui ue FHYHIAIOM 23 LUl 01 SUOIEIIUNUILLOD
pue HUDUOHQ JATIRAOQUUL wEMUDﬁCHqu 0] pa1IuIuiod st
sepipe .QEE@EEQ EHE.m:E e Jjo uoeIduald pay

o ST HIYHIAFON ‘2007 Ul paypunef aq 01 195

diyssaupied wus)-6uo v :334HIIFON

"s[enuapan udisap ,SepIpe 3210jUldI 0) pue
J[AIS 1NO>-U0 §,3q03 IWYSYYS31Y 01 padoaaap usaq
aaey snpoid FGOI A4 "sa1nied} dueurrojad
[erIuassd ururejurewr (iym ‘ufisap 23pa-Jumnd
sapiaoud ‘sorrossadoe pue [aredde ‘1eamiooy Jurpnpur
‘UONDI[0D OMILALON 21njeudis sepipe quedlg
Q0 Yyum 1ay1agdol padopaaad “vdN a1 ut sdigsuord
~weyd adpmu siy ydnoryl (¢ee1 Ul uouaurouayd
jooyos ydiy e se) , dwe)y jeqiaysey paqe, sepipe 3
1e JduepuUIME SIY WOI} 3qod] patioddns sey sepipe
on3deay ayy ul 13Aefd punole-je 153q 241 Ajqengie
pue ‘uoueOoSSyY [[eqloysey [euoneN ) ut aded
J[qeIadIel 1S0W Y] St QoY “JueAlg aqoy uordureypd
VAN ‘Ausnput s1a0ds a1 ut $91911e 121je-143nos

10w oY1 Jo suo yum diysioulied e sey sepipe

sJopea 1AIS J0 JaMOd 241 — G0N




w__ @ Brand Strategies

N Originals

~ave>

adidas  Focus on Lifestyle

The Original division allows adidas to increase its
reach into the lifestyle market, without losing sight
of its long heritage as the original performance
brand. The Original division is geared specifically
toward consumers who may be less active sports
participants, but who are style setters and style
leaders. It is these people who set the trends which
are later adopted by the mass market. Originals speak
to the needs and values of the lifestyle consumer
with concepts that are smart, cool, positive, modern
and alive. adidas Originals are the perfect fusion of

heritage sport authenticity and global street style.

Reintroduced. Reinterpreted and Redesigned

With demand for limited editions and vintage
reissues at a continued high, Originals are able to
draw on adidas’ vast product heritage in the creation
of Trefoil-branded footwear, apparel and accessories.
Each collection is a balance of Reintroduced (one-
to-one replicas reissued in limited quantities),
Reinterpreted (material updates of successful
models), and Redesigned (new models inspired

by original performance products) items.

Every Trefoil Has a Story

Original division marketing utilizes a global print
campaign, which runs in trend magazines in major
markets. The advertising concept and tag line,
“Every Trefoil has a Story”, communicates the
original sporting story behind each product. The
“once innovative, now classic, always authentic”
positioning of the Original division appeals stylistically
to the Originals target audience. The art direction
varies from execution to execution, visually communi-
cating the design, style and cultural aesthetics of the
time the product was first introduced. An accompany-
ing website www.adidas.com/QOriginals was launched
at the same time along with comprehensive retail
and PR initiatives.

Surpassing Objectives

In 2001, the Original division launched a capsule
apparel collection in key markets. In 2002, the official
launch will be extended to virtually all regional
markets. The division is already very successful,
exceeding sales goals earlier than anticipated. While
a clear volume opportunity exists for Originals prod-
ucts, longer-term success requires careful distribu-
tion of the right products to the right retailers and
consumers. As new silhouettes and styles make their
way from the style setters to the larger marketplace,

adidas will continue to offer exclusive low-volume,
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Salomon represents the Freedom Action Sports
family of brands within the adidas-Satomon
Group. Salomon products aim to provide cutting-
edge products for individual, “no-rules” sports
that are based on unrestricted sensation, style
and adventure. Today. every sports environment
can be considered a playground. These play-
grounds are defined by the elements that play
an important role in the action: snow. rocks and
dirt, air, water and the street. With leading posi-
tions in winter sports and up-and-coming alter-
native sports, Salomon together with the brands
Mavic. Bonfire, Arc'Teryx and Cliché is playing
an important role in expanding the hardware,
footwear and apparel offering within the adidas-
Salomon Group.

N@ Brand Strategies

Beyond Winter Sports

Salomon has its origins in winter sports and is the
market leader in this sector in terms of sales, product
innovations and racing results. Salomon is the number
one ski bindings, boots and cross-country product
supplier. It also holds leading positions in skis and
snowboards. In order to extend its business oppor-
tunities and improve the seasonality of the business,
Salomon is now focused on producing top-end
summer products as well. Salomon is one of the

leading outdoor footwear and inline skate brands.

Salomon Apparel ~ Growth in Soft Goods

Salomon is famous for its commitment to outstanding
hardware, which currently makes up 80% of sales.
Growth in the future, however, will be driven by
soft goods such as footwear, apparel and accessories.
Salomon is already a market leader in the hiking
and outdoor footwear category. In 2001, Salomon
launched its first apparel collection. It is a new line
of superior technical apparel in combination with
contemporary style. Salomon’s unique ergonomic
approach to apparel focuses on how the body works
and what it needs to perform optimally in a wide
range of conditions and activities. Developed together
with athletes, all products seck to optimize body

temperature and regulate skin moisture.

Mavic
High-Tech Biking Products

Cavic,

Mavic sets the standard as the leading brand

for high-end rims and wheels for mountain and
road racing bikes. In 2001, Mavic introduced major
innovations in the mountain and road racing product
range. At the same time, Mavic development teams
moved to Annecy, France, to join Salomon in the
new Design Center facility that was organized to
maximize brand synergies between Mavic and
Salomon. This step enables both brands to boost

their long-term innovation pace and potential.

Caidy

EBOORIFORE

Bonfire

The Ultimate in Snow and Street Apparel

As a leader in snowboard-specific features and
innovations, Bonfire’s outerwear and streetwear
lines represent a major leap forward in fabric
coating technologies. The outerwear products are
available in three different levels of waterproofness
and breathability. Bonfire’s guiding principle is to
create clothing which is extremely waterproof and
highly breathable, with features designed specifically
for snowboarding. In streetwear, the focus is on
layering and the offerings are grouped by fabric
weight to provide technical apparel that will take

the wearer from the mountain to the street.
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TaylorMade-adidas Golf offers a full range of
golf hardware, footwear, apparel and access-
ories. These products are offered under uniquely
positioned and segmented brands to maximize
their appeal to varying consumer groups.

All TaylorMade-adidas Golf product lines are
high-end, technologically advanced products
that provide golfers of all abilities with
performance advantages.

NN Brand Strategies

A Heritage Built on Technological Innovation

TaylorMade began a revolution within the golf
industry when it pioneered the metalwood in 1979.
The brand gained credibility and stature, rapidly
becoming the industry leader in technology and
innovation. In the early 1990, the brand’s reputation
for breaking new ground was reinforced by the
introduction of the Bubble® Shaft. TaylorMade’s
heritage is based on performance equipment
developed with, and played by, the top

competitors in the game.

TaylorMade: The Premium Metalwood Brand

The last two years in particular have seen the
brand claim its position as the number one premium
metalwood brand in golf. This advance in brand
prestige has been accomplished by refocusing product
development and focusing on the fact every golfer
is unique and can benefit from the sophisticated
club selection and fitting that TaylorMade offers.
The concept of “For Every Golfer There Is a Club”
was introduced in late 2000 with TaylorMade’s 300
Series of drivers. This has been extended into
every major product offering since then. In 2001,
TaylorMade became the number one driver used

in all of the world’s major golf tours. This outstand-
ing achievement was reflected in a substantially

increased share of the metalwood market.

Leading Products from TaylorMade

In 2002, TaylorMade will continue to dominate

the metalwood count on tour. TaylorMade will also
extend its position as the complete golf brand that
understands the unique features of a golfer’s swing
and will provide an array of products that allow each
player to optimize the results of their individual
swing. This successful strategy will enable the brand
to take the leading position in golf drivers. It will
also lead to increased recognition and market share
for TaylorMade in fairway woods, irons, wedges
and putters. Products to watch in 2002 include 200
Series metalwoods and irons, the new Rossa putter

line and a new TaylorMade wedge line.

@A@W_@m@

L L

adidas Golf

Strong Growth at adidas Golf

adidas has a long tradition of manufacturing and
selling high-quality, innovative and comtortable
golf footwear and apparel. Over the past two years,
in its association with TaylorMade, adidas Golf has
introduced several technical innovations and actively
targeted its product at young, up-and-coming golfers.
As a result, adidas Golf has a clearly defined and
positive image in the consumer’s mind. Over the

last two years, adidas Golf revenues have grown

by over 90% and continued expansion is expected.
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Global Operations

The Global Operations mission is to advance
adidas-Salomon’s brand strategy by creating.
manufacturing and delivering products which
meet and exceed customer and consumer
expectations. In 2001, there is extensive evidence
that adidas-Salomon improved its “end to end”
supply chain solutions, optimizing partherships
with raw material suppliers, manufacturers,
freight consolidators, ocean/air transporters and
retailers. Global Operations made significant
progress in its contribution to the Group’s overall
brand strategy. Continuous improvements were
made to the entire supply chain, making it
faster. more efficient and less cost-intensive.
These steps were accomplished within the
context of the Group’s commitment to further
improving its social and environmental
performance.

N% Global Operations

Ground-Breaking Changes Underway

In 2002, adidas-Salomon’s new brand approach will
extend to the Group’s Global Operations activitics,
as this team aligns itself even more closely with the
Global Marketing structure. adidas-Salomon will
make revolutionary changes in how it organizes its
supply chain activities. The Group is moving away
from the traditional industry structure focused on
footwear, apparel and hardware, towards a structure
that is closely intertwined with the Group’s approach
to customers and consumers. The adidas Forever
Sport, Original and Equipment divisions as well as
Salomon and TaylorMade-adidas Golf cach target con-
sumers with different tastes and preferences. These
same consumers have different needs in terms of
product sophistication and delivery time. At adidas
Forever Sport, for example, creating high-quality
exclusive products that can be replenished on
demand has become essential. At adidas Originals,
increasing competition from fashion houses means
that rapid product turnover and quick delivery times
are vital. At Salomon, extensive product tooling to
mect the needs of extreme sport athletes is one of

the most important success factors.

Making the Supply Chain a Competitive Advantage

To meel these varying needs, Global Operations is
restructuring its activities in 2002. With brand and
divisional tcams that mirror the Global Marketing
structure, it will be possible to ensure that the
specialized marketing needs are incorporated early
and throughout the adidas-Salomon global supply
chain. To underpin this strongly interactive relation-
ship, Global Operations will be moving on-site,
working day-by-day with their marketing colleagues
in the same locations. This approach allows adidas-
Salomon to better define and understand unique
customer and consumer needs, by integrating the
product creation process into the adidas-Salomon
supply chain. Global Operations will also provide
better on-site brand and divisional support, enabling
adidas-Salomon to more quickly and effectively

translate its brand values into cutting-edge products.

Cutting Lead Times

Lead times in the footwear industry average 18
months, with 12 months clapsing from the initial
product concept to product offering. The other six
months are spent on product procurement, ordering,
producing and delivering products to retail. adidas-
Salomon is committed to dramatically shortening this
process. A shorter product development process will

allow adidas-Salomon to create products best tailored
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Social and Environmental Affairs

In 2001, adidas-Salomon took the important
step of publishing a comprehensive statement
about its social and environmental programs
for the year 2000 — “Our World". With this first
social and environmental report externally
published within the sporting goods industry,
adidas-Salomon made its commitment in this
area clear by further promoting its “Standards
of Engagement” (SOE). These Standards are
the Group’s requirements for labor, health,
safety and environmental issues in its suppliers’
factories and build the basis for the adidas-
Salomon international factory monitoring
program.

N @ Social and Environmental Affairs

A Diverse Team

The task of the adidas-Salomon SOE team is to secure
compliance with the SOE from its more than 700
international and local suppliers. In 2001, this team
was extended to 27 people. It is a diverse group of
individuals with a variety of educational and profes-
sional experience. The team members have profes-
sional backgrounds such as engineers, lawyers and
former members of non-governmental organizations
(NGOs). The group is organized into three regional
teams covering Asia, the Americas and Europe.
Whenever possible, the team’s field auditors come
from the communities in which they are working,
which also means that they have first-hand
knowledge of local regulations and excellent
language skills. This enables adidas-Salomon to
communicate more effectively with both suppliers’

workers and management.

Partnership and Dialog

adidas-Salomon consistently interacts with local
organizations such as NGOs, religious groups, trade
unions, and other special interest groups. Specific
programs as well as formal working relationships
have been established in several countries in Asia,
the Americas and Europe. Some of these groups act
as consultants and provide adidas-Salomon with
important information while others participate in
the reporting of non-compliance. At the beginning

of 2001, adidas-Salomon was formally accepted as

a member of the World Business Council for Sus-
tainable Development (WBCSD). This provides the
Group with the opportunity to work closely with
top companies from various sectors in developing
sustainable business approaches and to debate

social and environmental topics on a global level.

Progress on Internal Monitoring

While adidas-Salomon'’s monitoring efforts in 2000
were mainly focused on suppliers producing adidas
footwear, apparel, accessories and gear for the inter-
national market, in 2001 the scope of these activities
was extended to cover suppliers for all the Group’s
brands. The SOE team also started monitoring factories
producing for the adidas subsidiaries in the same
countries where the products will be sold. This local
production is as important to adidas-Salomon as its
international production because it helps the Com-
pany react to specific local market developments.

In 2001, 839 audits were conducted in supplier

factories.

External Independent Monitoring

adidas-Salomon recognizes that stakeholders are
interested in the credibility of its internal monitoring
program. The Group is therefore working with the
Fair Labor Association (FLA) as a framework for the
external and independent monitoring of its global
supply chain activities. adidas-Salomon joined the
FLA in 1999. The FLA is a non-profit organization




NHN SiiBYY 1BJUBLILOIIAUT PUE |B120S

/IS UB/UMOI UOWOIDS-SOPIPY MMM
ansgam erodiod ) uo ageeAe
SI UOTIBULIOJUI PIje[al 10410 pue 110doyg

[BIUSWUOIIAUY pPUR [EDOS UOUIO[eS-SepIpe YL,

uoljewlioju| Jayn4

‘51811 uewny Suntzod

-dns pue urpjoydn 01 uonedpap pue siap[oyayess
i digsuonepar aanisod e ‘odueuniojiad [enueuly
Juoals ‘ANjigeureisns [eIUWUOIIAUD 01 JUIUNIUIUIOD
Buio8uo 11941 JO SISeq 9] U0 PIIdI[Is 21k Xapul Jyl
u saruedwio) ‘s1ap1aoid xapul [eqoid 3uipesy s,piom
a1 Jo auo Aq paudisap ‘xapuj 2doing pooHHASIA
Sl Ul papnul OS[e SeM UOWO]eS-SEPIPE ‘1007
Anr ujg 'sansst Aljiqeurelsns uo Ansnput [aaedde
pUE 129M1300] 311 UL JUO I2QUINU UOWO[eS-Sepipe
PaULI SIUOL MO "SUOISTIWIP JTWOU0II WId}-Fuo|
puE [ETUSWUOIIAUD ‘[BIDOS SB dNS $Lale dI3IIells Ut

s1apea] Ansnpul 13pisuod A3yl sawueduwrod sspnput pue

siseq [2qofd e uo AN[IGRUTRISNS S3INSEIUL [DS((
YL opmpposm satueduiod udalp-AiqeureIsns
Buipes| ay Jo dueunojiad sy Surpen Apruey
Xapul Anjiqeureisns [qo[3 1s11j §,p110a Y1 ‘Xapuf
dnoin Anjiqeurelsng sauor mo( 2yl utof urefe o1
UOI13]3s 1 211 0] pased[d s1 uowoes-sepipe ‘1007

ur SaIALde [eqo[d sit JO $S920NS 3] JO DUIPIAD SY

340pA Jo uopiubiosay

"SIESA 3311 15B[ Y] JIAO0 JUDWUOIAUD I}

01 Sune[al s1911eW Ul STUIWIASIYDE S,uoWoles
-SEPIPE JO 20U3PIAS SUIRIUOD , 10T 1UdwWalel§
[BIUSUILOIIAUL,, I, ‘(UOTIeOSSe aper] Sulyiop pue
IIIIX21 9Y1) ,IFRIPSUISsOUIZsInIag-s3unpla[yag pun
-[x3L, ) Aq paziuedio 00T Iz }IOM 1€ Aldjes
[eUOIIeU 31 UOM UOTIEDO0] SSIUIST] SEPIPE P[ajulayds
Y1 USLM PIAIIPE sem ToNudodar [euiio] ‘A1ajes
y1om Furaordurr pue SuTUIRIa 1B PaUIE S3INSEIW
snoldwnu 133y (11 SYWH) uonemsay 1pny odg
S} 1opun pIjepieAdl A[[NJSSO00NS Sem ‘UOWOo[es
-sepipe AQ A[10911p poumo A1010B] [[B(q pUE IBIAA100]
s110ds UBWIOD 2y} ‘p[2JUIANIS sepipe 1007 Alnf uf

S)UBWIADIYDY JO UOHIEJUIWNDOQ

-sad1de1d 10qe] 1saq pue pood

spqerdadoeun jo sopdurexd i jusuradeurul
Ax01deg sapiaoid 11 pue ‘npne 1oqe| oyt ydnoxy
s10lIuOw 2yl saping [enuew siyy, -, spiepuels

juawAodwy wo saurPpIND,, Y1 SI sjenuew 3sayl

jo uonipa 1s3tey YL s1arddns yum uocneradood ul
pado[2A3p 31e sjenuew YL ‘$661 DUIS PINPUOd sey
dnoio syl 1ey) sipne 10qe| pue JUIWUOIIAUD ‘A)djes
eay aarsuayardurod Jo 1nsax 3yl a1e saupPpIng
JL "spiepuels UWIAO[dUId puE SUOHIPUOD NI0M
Ayeaq pue ajes Surpre§a1 sauraping ylim sjenuewt
[e12A3s paonpold UOWO[eS-SePIPe "SAdIJJO [ed0] pue
s1arddns 10j suoissas Jururer; 297 paplaoxd wesl

SIY} ‘1007 Ul "me| 10qe[ pue Surpuey [ed1wayd ‘A1ajes
211) Se {yons sanssi Yim juswadeduy jo sprepuels syl
Ardde woy djay 01 s1a8euew pue s1osiazadns siand
-dns 105 sosinod Sururen s13jjo0 wea FOS YL “Jut
-1011u0W uey} juerodwl a1o0w uaAd Sutuien s1apis

-u0> uowoes-sepipe “Peduwl wWidl-Juo| B 2A3DE O],

Bujuie.) uo siseydwy

‘wieal oS [eurul s,dnoin ay jo sppne oyl Jo Jayd

ajqengea e papiaoid sey pue SIFNIOM [IIm SMITAIDIUL
pajie1ap ui pazienads st y1d Ayl “sauowe) warddns
uowofes-sepipe 1e siipne juapuadapul ¢ padNPuOd
SI01IUOW PIIPaIdde-YId ‘100T Ul "S110J2 dduelduwod
somuedwod Gunedpnred oy jo Juipead usiedsuen

e sapnpur 1eyl 1odal [enuue ue saysiqnd 1y “spiep
-uels 250y 190w sarwedwod Funedoputed J1 }poyd 01
SIATJLIZA SJIPaIdde pue duewiofrdd [PIuUdWUoIIAUD
pue A193es ‘yl[eoy ‘10qe( 10] Spaepuels $13s 1] "Sauls
-IaAtun pue sOoON ‘suonelodiod areaud Juisidwod




Employees

The best evidence of the abilities, ambitions

and attitudes of the people who work for adidas-
Salomon is the achievement of the Group’s 2001
financial and strategic targets. The Management
would like to thank all employees for their
tremendous support, cooperation and com-
mitment this year.

Employees by Region

Latin America
5%

Europe
51%

America

22%

N @ Employees

Strengthening Activities

As of December 31, 2001, adidas-Salomon employed
13,941 people which represents an increase of 4%
versus the previous year with the largest growth
coming from Asia and the IT area. This increase cor-
responds with efforts to strengthen key strategic parts

of the Company.

Encouraging Diversity

Commitment to multi-cultural diversity within
adidas-Salomon is unwavering. While fortunately no
adidas-Salomon employees were directly affected by
the tragic events of September 11, the entire Group
was deeply shocked and saddened. adidas-Salomon
expresses its sympathy to all innocent victims of
terror and radicalism. Religious and cultural diversity
should not be a source of conflict but rather a source
of inspiration and an opportunity to integrate ideas
from all over the world. At adidas-Salomon’s head-
quarters in Herzogenaurach, people from 40 different
countries are employed, with an average age of 34.
All employees are united by a passion for competi-

tion and a sporting lifestyle.

Globalizing Personnel Policy

The diversity of the world is also reflected in the
varied nature of tax and social legislation, labor law
as well as living and education standards. It is adidas-
Salomon’s goal to harmonize working conditions

to the greatest extent possible for all the Group’s
employees. For that reason, in 2001 adidas-Salomon
continued to improve its global personnel policy.
This policy, based on global management criteria,
has advanced the measurability, steering mechanisms
and comparability of all employees versus other
global companies and industries. These efforts are
also supported by improved global transparency and
efficiency through the establishment of a standardized

Human Resources information system.

Balancing Work and Leisure

To meet the requirements of different personal

and job-related needs, adidas-Salomon is always
striving to offer an optimal infrastructure to its
employees. To support the Group’s commitment to
maximum personal accountability adidas-Salomon
further developed its flexible working hours model
“Flexitime — A Matter of Trust” in 2001. In particular,
managers were trained extensively on how to best

integrate part-time work into the structure of their
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adldas-Salomon

adidas-Salomon consolidated net sales increased
by 5% in 2001 to € 6.1 billion. The gross margin
was maintained at an industry-leading 42.6%
despite currency pressure in Europe and an
extremely promotional retail sales environment
in the United States. Through strict cost control
and savings in the Group’s marketing working
budget. operating expenses as a percent of net
sales declined 105 basis points versus the prior
year to 34.87%. adidas-Salomon’s income before
taxes was € 376 million. up 9% versus 2000.
The lower tax rate and minorities helped drive
the 15% growth in net income to € 208 million
or € 4.60 per share. This result is in line with the
expectations communicated by the Group since
the beginning of 2001.

Global Economic Climate Develops Adversely

adidas-Salomon’s strong performance improvements
in 2001 were particularly notable in light of the adverse
economic climate in all major international markets.
International stock exchanges suffered their worst
development in a decade. National economies in all
global markets were under pressure. Momentum of
the US economy slowed substantially with negative
GDP growth in the second half of the year and an
already weak retail performance declining significantly
following the tragic events of September 11. Germany
experienced its lowest GDP growth since the 1993
recession with retail remaining weak throughout the
year. Japan’s economy suffered its fourth recession

in 10 years with strong consumer spending declines.
Unemployment rates rose in all major markets.
Emerging markets also continued to suffer, with major

economic crises occurring in Turkey and Argentina.

Sporting Goods Sector Largely Negative

adidas-Salomon'’s impressive 2001 performance also
contrasted strongly with the overall development of
the world’s sporting goods markets. In North America,
clearance activities accelerated as excess inventory from
suppliers entered the market and retailers” price-war
activities became more aggressive. In Japan, the market
faced overall structural difficulties with all domestic
competitors reporting declining profitability. Globally,
fashion houses and vertical suppliers who had assertively
entered the sporting goods market over the past few

years faced stagnating demand, which contributed
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Asian Sales Reach € 1 Billion

Asia was the fastest growing region for the Group.
Sales increased 15% to reach € 1 billion for the

first time. On a currency-neutral basis, this increase
was 25%. adidas sales increased 12%, driven by
strong growth of adidas in Japan, which accelerated
throughout the year in anticipation of the 2002 FIFA
World Cup™ football championship. TaylorMade-
adidas Golf sales doubled in the region for the second
year in a row with substantial increases in Japan
and South Korea. Salomon sales declined in Asia as
a result of poor winter business and the over-stocked

outdoor footwear market.

North American Sales Develop As Anticipated

In North America, sales for the Group were down
5% to € 1.8 billion in 2001. This is in line with
Management expectations and represents a decrease
of 7% in currency-neutral terms. Brand adidas was
the main contributor to this decline with sales down
8%, as the brand’s efforts to target athletic specialty
retailers more aggressively led to initial declines in
the volume sales channel. TaylorMade-adidas Golf
sales remained stable, despite challenging market
conditions that resulted in significant declines for
major competitors. Salomon sales grew 12%, driven
by the successful reintroduction of inline skates in

North America.

Latin America Sales Improve
Despite Tough Market Conditions

In Latin America, sales increased 4% to € 178 million.
On a currency-neutral basis, this increase was 11%.
After a strong first half year, economic pressure in
Argentina dampened overall development in the
region. Sales for adidas increased 3%, driven by higher
sales in Brazil and Colombia. Salomon and TaylorMade-
adidas Golf products, while only a minor component

in overall sales, continued to grow rapidly.

Licensee Sales Increase

Net licensee sales grew 4% to € 642 million in 2001.
This improvement was due to increased sales by
product licensees in Europe, showing the strength

of the adidas brand name in the region.
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Research and Development Focus on New Products

Research and development costs, which are included
in operating expenses, were € 86 million in 2001.
New technical footwear and apparel innovations at
adidas, product category expansion at Salomon and
golf product development at TaylorMade-adidas Golf

were the primary focus of these expenditures.

Substantial Marketing Working Budget Savings

The marketing working budget, which is comprised
of Group advertising and promotional expenses,
accounted for 12.0% of net sales in 2001 versus 13.7%
in the prior year. This reduction comes as a result of
non-renewal and renegotiation of contracts with ath-
letes and teams that were deemed less critical to the
adidas brand. 2000 figures were high, as they included
one-time costs associated with the Summer Olympics
and the EURO 2000™ football championship. SG&A
improvements were utilized to finance further expansion
of adidas own-retail business and investments in the
Group sales and logistics infrastructure to sustain long-

term growth momentum.

Amortization of Goodwill at Prior-Year Level

At € 40 million, the amortization of goodwill
remained unchanged in comparison to 2000. The
largest component was € 29 million related to
the acquisition of the Salomon group in 1997.

Royalty and Commission Income Virtually Unchanged

Royalty and commission income decreased by 2%
10 € 42 million. Higher income in Europe was offset

by a decrease in North America.

Financial Result Impacted by Currency Effects

The financial result in 2001 deteriorated by 8% to
negative € 102 million. The impact of lower average
interest rates was more than ofiset by the higher
average borrowing level throughout the year and
extraordinary currency effects, in particular those

associated with the financial crisis in Turkey.

Extraordinary Income Neutral to Results

Extraordinary income of € 2 million was the result
of exercised stock options which were granted in the
Special Reward and Incentive Plan (SRIP). As in pre-
vious years, these options are neutral to net income
as the resulting expenses of the same amount are

included in the SG&A expenses.
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Sales Growth Mirrored in Receivables Development

Year-end trade receivables increased by 11% com-
pared to the prior year, supported by the sales growth
of the last two months. Current receivables improved
2.0 percentage points, despite the difficult prevailing
economic situation.

Fixed Assets Increase

Fixed assets increased 7% in 2001 to € 1.1 billion.
The major component of this growth resulted from
the construction of adidas-Salomon North America’s
new headquarter facility, “adidas Village”, in Portland,
Oregon. This facility opened in February 2002.

Equity Ratio Improves Substantially

The Group’s equity base was further strengthened in
2001. Equity rose 24% to € 1 billion. The majority of
net income was retained within the Group and used
to strengthen the equity base. Additional positive
effects came from equity translation differences and
the hedging reserve resulting from the fair valuation
of financial instruments which was recorded within
equity, pursuant to IAS 39. The equity ratio rose by
4.0 percentage points to 24.3%. Financial leverage,
the ratio of net borrowings to equity, improved

54.1 percentage points to 165%.

Investments Increase

Investments in property, plant and equipment for the
Group amounted to € 160 million or +28% in com-
parison to the prior year. A major component was
the construction of the new headquarters for adidas-
Salomon North America with a total expenditure

of € 39 million in 2001. Other areas of investment
included the expansion of the Company’s own retail
business, improvements to the IT infrastructure, the
construction of Salomon’s Annecy Design Center,
and the modernization and automation of the global

supply chain.

Net Borrowings Reduced by € 112 Million

Net borrowings as of December 31 were € 1.7 billion,
down € 112 million versus the prior year. This reduc-
tion beat the Mapagement target of € 100 million
established early in 2001. After the seasonal peak

in August, net borrowings declined after the effect

of proactive measures taken to improve operating

working capital became visible.
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Net sales 4,825 4,672 3%
Gross margin 38.2% | 40.8% (2.6pp)
Operating profit ; 352 39 (10%)
Order backlogs* 4%

* Atyear-end
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adidas

Sales of the adidas brand increased 3%

in 2001 to reach € 4.8 billion. All regions
reported improvements with the exception of
North America, which declined in line with
Management expectations. Gross margin was
down 2.6 percentage points as the weak euro
continued to increase sourcing costs in Europe
and the heavily promotional retail sales environ-
ment in the US persisted. This drove operating
profit for the brand down 10% versus 2000,
despite strict cost control, which led to a 2%
decline in operating expenses. For 2002, sales
growth is anticipated in all regions as new
product collections, technologies and major
sporting events heighten global excitement about
the Group's most important brand. In particular,
double-digit growth is projected for adidas in
both North America and Asia.

adidas Sales Top € 4.8 Billion

In 2001, adidas net sales increased 3% to € 4.8 billion.
Growth came from all regions except North America.
On a currency-neutral basis this increase was 4%.
Retail sales increased 37% to € 354 million in 2001,
with new adidas concept and Originals stores as well
as factory outlets being a major contributor. Sales from
the Original division were the largest component of
brand adidas growth, up more than 50% versus the
prior year. These products, which officially became a
separate product division in 2001, grew at double-digit
rates in all regions. Basketball was the strongest growing
sports category in the Forever Sport division, with
sales up 37% as a result of strong performance by The
KOBE and KOBETWO as well as other innovative
products including All Day All Night, Mad Handle and
Mad Hoopz. Overall sales for the Forever Sport division
declined 3%, as products developed under the new
marketing and design structure had not yet entered

the market.

Market Pressures Lead to Gross Margin Decline

The adidas gross margin declined by 2.6 percentage
points to 38.2%. Currency pressure in Europe, clearing
activities to support the working capital initiatives,
and the heavily promotional retail environment in the
United States pushed down brand margin. Increased
adidas own-retail activities and an improving product

mix offset some of these pressures.
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Net sales . 2,600 2,427 7%
Gross margin ; 38.0% | 42.0% (4.0pp)
Order backlogs* R (2%)

* Atyear-end

Net sales - 1,322 _ 1,430 (8%)
Gross margin ws 8% | 36.1% (1.2pp)
Orcer backlogs* ; M 8%

* Atyear-end

00]
Net sales . 726 645 2%
Gross margin . 44 5% 3 46.2% :.Nonv

Order backlogs* ) 18%

* Atyear-end

Net sales

169 3%
Gross margin 40.6% - 42.0%  (1.4pp)

second quarter are also up by double-digit amounts
in nearly all European countries in anticipation of the
strong new product offering and the 2002 FIFA World
Cup™ football championship. As a result, adidas anti-
cipates single-digit sales growth in Europe for 2002.

adidas Sales in North America
Reflect Challenging Environment

2001 sales in North America came in at € 1.3 billion,
down 8% compared to the prior year. Restated in
constant dollars, sales decreased by 10%. The reasons
for the decline were both market- and company-
related. In 2001, adidas was again confronted with a
difficult retail market in North America. Most impor-
tantly, early in the year, a key competitor announced
a major inventory problem that resulted in an addi-
tional five million pairs of shoes entering the market.
As a result, clearance activities increased dramatically
and margins declined across the industry. Additionally,
the brand’s eflorts to increase its percent of sales
within the athletic specialty channel led to initial
declines in the volume sales channel. Despite tough
retail conditions following the tragic events of
September 11, adidas own-retail sales exceeded
prior-year levels due to improved comparisons at
the adidas concept stores and additional square

footage at new factory outlets.

Basketball Sales in North America Up More Than 40%

By product category, footwear sales declined 10%
to € 818 million in 2001. The sales increase of
more than 40% in the up-and-coming Forever

Sport basketball category partially offset declines

in running and training for sport. Strong sales were
also recorded in the Original division, and the Forever
Sport tennis and football categories. Apparel declined
3%, with mixed category development within the
Forever Sport division. Performance apparel in the
football, running and basketball categories made
gains, while sales in the training for sport and youth
categories, where product differentiation is more
difficult, declined.

Promotional Retail Environment Reduces
adidas Gross Margin in North America

The gross margin in North America fell 1.2 percentage
points versus 2000 to 34.8%. The heavily promotional
sales environment at US retail could not be fully com-
pensated for by the positive impact of adidas own-retail

sales.

Positive Sales Growth Expected in North America in 2002

Sales in 2002 are expected to increase significantly.
In particular, it is anticipated that footwear will grow
at double-digit rates as the focused adidas product mix
and marketing to athletic specialty begin to show visible
effects. Basketball will again be the lead category for
growth, but also football, running and tennis are
expected to grow at solid double-digit rates. Year-end
backlogs for the region were up 8% in euro terms

or 3% in constant dollars, supporting this target.
Footwear was up 13% (7% currency-neutral). And
although apparel was flat (-5% currency-neutral),
adidas-Salomon remains confident about the oppor-
tunities for adidas brand apparel in North America as
increased auto-replenishment and at-once business

provide solid potential for the category in 2002.
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Snowboarding Products**

D

Net sales 714 703 2%

Gross margin 43.8% | 42.1% 1.7pp
Operating profit 63 61 3%

g I VTR IS
by Drosuct

Nordic Products®

Apparel and Gear 4%
in

Cycling Products*** ) d
U4

‘ Alpine Products*

b oy

Skating Products**
-

1%
Outdoor Footwear

B

Includes skis, hoots, bindings and other related products
Includes inline skates and skateboards

Includes boards, boots and bindings

Includes wheels, rims and other related cycling products

ox
sux
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&&v MD&A

Salomon

2001 was an important year for the continued
repositioning of Salomon as the Freedom
Action Sports division within the Group. 2001
Salomon figures consolidate sales and earnings
from Salomon as well as Mavic, Bonfire and
Cliché. Sales for this family of brands grew 2% to
€ 714 million. The gross margin increased by
1.7 percentage points as the result of production
efficiencies and trading up within the product
offering. As a consequence of planned sales and
marketing expenditure increases, operating profit
grew 37 to € 63 million. In 2002, continued sales
and profit improvements are expected for
Salomon.

Summer Sales Up 5%

Net sales for the Salomon brands increased by 2% to
€ 714 million in 2001. On a currency-neutral basis,
this increase was 3%. After strong nine-month sales
performance of winter products (+19%), in the
fourth quarter poor snow conditions and lower
participant mobility following the tragic events of
September 11 caused sales for winter products to be
flat for the year. These products represent 69% ol
Salomon revenue. Summer products, which com-
prise 31% of Salomon sales, grew 5% in 2001. Key
drivers were Salomon inline skates and Mavic bike

wheels, up 19% and 18% respectively.

Soft Goods Sales Rise 7%

Hardware sales for Salomon in 2001 were € 571 mil-
lion or 80% of total sales. Key products in this area
include alpine skis, bindings, boots as well as cycling
products, inline skates and snowboard products. Soft
goods, which is a relatively new area within Salomon,
consist of footwear, apparel and accessories and gen-
erated € 143 million or 20% of Salomon sales in 2001.
Strong sales growth at Bonfire and the introduction
of Salomon’s own apparel line led to 7% revenue
growth for soft goods in 2001. In the medium term,
soft goods sales are expected to grow to 30% of total

Salomon sales.
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Gross margin

Netsales 545 441

x ~

51.5% 49.5%  2.0pp

- x x

Operating profit 63 44

Other Hard *
Golf Balls a.»m_. ardware

cer ik
Putters 37! %

Apparel

Footwear }7,
Metalwoods
497

* tncludes golf bags. gloves and other sccossories

I o

laylorMade-adidas Golf

In 2001, TaylorMade-adidas Golf sales grew 24%
with increases driven by Asia and Europe. This
was the highest rate of improvement within the
Group and occurred despite macroeconomic
pressures on the industry, which led to declines
at all major competitors. The market reposition-
ing of the TaylorMade brand to better target
premium players and the strong acceptance of
the 300 Series metalwoods collection were the
primary drivers of this success. Gross profit

at TaylorMade-adidas Golf increased 277% and
operating profit grew 41%. In 2002, double-digit
sales increases are again expected.

Metalwoods Sales Grow 507%

Net sales at TaylorMade-adidas Golf grew 24% to

€ 545 million. On a currency-neutral basis, sales grew
26% with increases coming from nearly all categories.
In particular, TaylorMade metalwoods sales were up
50% versus the prior year. This is the industry’s largest
and most important category. The 300 Series, a new
line of metalwoods and irons targeted at optimizing
the strengths of individual golfers, was the primary
contributor of growth in the category. In 2001, the
TaylorMade driver from this collection was the
leading driver on the US, European and Japanese
professional golf tours. Sales in the category were
also helped by the successful launch of the 200 Steel
Series in October. Metalwoods now comprise over
50% of TaylorMade-adidas Golf sales.

adidas Golf Sales Improve Significantly

adidas Golf products also contributed strongly, with
footwear sales increasing 37% and apparel sales up
25%. These improvements are evidence of the syner-
gies realized by combining the design and marketing
efforts for all global golf activitics at the golf business
unit headquarters in Carlsbad, California.
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Risk Report

As a global company, adidas-Salomon is
exposed to a variety of business risks. Risks
are defined as internal or external factors which
can influence the achievement of short-term
goals or the implementation of long-term
strategies and the financial health of the
Company. Risks can also impact intangible
values such as brand image or the social and
environmental record of the Company.

Managing Risk

adidas-Salomon seeks to ensure an optimal balance
between maximizing entrepreneurial opportunities
and recognizing and controlling associated risk. An
integrated financial controlling and risk management
system is in place to ensure early identification of
potential risks, evaluation of probable consequences,
and installation of precautions where appropriate.
adidas-Salomon’s financial controlling and risk
management is based on systematic and comprehen-
sive planning instruments which forecast detailed
future financial performance. Regular and ad-hoc
business reviews are conducted to provide timely
analysis of performance variances versus established
targets and other relevant risk information. Bench-
marking adidas-Salomon business units with each
other and relevant competitors from the industry
utilizes a balanced scorecard of key financial data as
well as external and internal non-financial indicators.
The results of this benchmarking process support
the identification and implementation of further best
practices. The remainder of this chapter presents a
qualitative and quantitative list of the most relevant

risks for adidas-Salomon.
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Group Outlook

International Markets

The macroeconomic outlook for 2002 remains
depressed. With global growth having declined
throughout the year and continued deceleration
anticipated in 2002, economic trends in the world’s
major markets will provide little momentum in 2002.
In Europe, the current consensus among banks is
that real GDP growth in 2002 will again be lower
than 2001 in all the major European countries. For
the United States, many economists are becoming
optimistic about a mild recovery in the second half of
2002. The outlook for Asian markets is cautiously
optimistic, with the World Cup expected to spur eco-
nomic recovery in Japan, although there are many
negative signals for other countries within the Asian
market. In Latin America, the Argentincan peso was
devalued in early 2002 and the economy continues
to suffer. Other economies are likely to be impacted

by spill-over effects in the region.

Sporting Goods Sector

Despite the depressed macroeconomic situation, the
sporting goods industry looks poised to recover in
2002. Indicators of this include positive order backlog
development for major US sporting goods suppliers
for the first time in nearly three years, cleaner global
inventories at both the supplier and retailer levels,
and retail space growth predicted in the US and Europe
for the first time in two years. Basketball sales should
increase for the major sporting goods companies in
the US, as the product cycle appears to be entering a
strong phase. Football sales should also increase glob-
ally, as the 2002 FIFA World Cup™ activities drive
higher interest and participation in the sport. Two
sporting areas that will continue to be under pressure
in 2002 are the US golf market and the global inline
skate market.

Double-Digit Increases in the US and Asia
Drive adidas-Salomon Sales Growth

Group sales are projected to grow at least 5% in 2002
with growth coming from all regions. In particular,
double-digit sales increases in Asia and North
America will be major contributors. The 2002 FIFA
World Cup™ represents a unique opportunity to
grow brand momentum in the high-potential Asian
region. With outstanding new products and strong
marketing associated with the event, adidas intends
to translate its dominance of the football market into

substantive growth in Japan and the rest of Asia.
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TaylorMade-adidas Golf Will Again Lead
Group Sales Growth

In 2002, double-digit sales increases at TaylorMade-
adidas Golf will continue. The largest factor in this
growth will be increased golf ball and apparel sales,
as the result of adidas-Salomon’s new distribution
and marketing rights for the Max{li and Slazenger
golf brands. With increased marketing and sales
support to target the premium golfer, adidas-Salomon
anticipates solid growth for TaylorMade-adidas Golf
in all the major golf markets. Other products to
watch include the 300 Series and 200 Steel metal-
woods as well as the Rossa putters and the new

performance wedge line.

Stable Gross Margins Despite External Pressure

The adidas-Salomon Group anticipates keeping gross
margins in a range of 41 to0 43% during 2002. However,
there are two factors which will continue to adversely
affect margins. The continued weakness of the euro
will lead to increased product purchasing costs, putting
pressure on margins of products in the Group’s largest
market, Europe. Additionally, heavy promotional
pressure in the United States is likely to impact the
prices of adidas-Salomon products, thereby putting
continued pressure on margins. On the positive side,
increasing adidas own-retail activities and a better
product mix at all brands as a result of the Group’s new
technology and design initiatives should support high-
level margins. As a result, adidas-Salomon is now

targeting near stable gross margins in 2002.

Increasing Expenses to Support World Cup and
adidas Own-Retail Activities

Following strong improvements in 2001, operating
expenses are expected to increase in 2002. Marketing
and other expenses associated with the 2002 FIFA
World Cup™ in Japan and Korea will be one driver
of this increase. Additionally, continued growth of
high-margin adidas own-retail activities will also con-
tribute to higher operating expenses. Lastly, to ensure
the long-term profitability of the now fully-owned
adidas Italy and the newly purchased Arc'Teryx,
higher marketing expenses and infrastructure

improvements will be necessary in 2002. Increased
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Supervisory Board Report

Dear Shareholders,

In the year under review, the Supervisory Board
oversaw the management activities of the Executive
Board on a regular basis and acted in an advisory
capacity. The Supervisory Board was kept informed
about the financial position of the Company, corporate
policy and matters relating to major business trans-
actions through verbal and written reports from the
Executive Board. In five joint meetings with the
Executive Board and in one meeting of the General
Committee of the Supervisory Board, business devel-
opment of the adidas-Salomon Group as well as the
individual operational units and the major Group
companies was reviewed in detail. In addition to

the responsibilities laid down by law and the Articles
of Association, the Supervisory Board acted in an

advisory capacity in important individual matters.

@ % Corporate Governance

Topics covered by the Supervisory Board in 2001

included:

o The development of business and future business
strategies in the United States.

o The impact of changes in the exchange rates.

o The planned acquisition of a 10% participation
in FC Bayern Miinchen AG.

o The acquisition of Arc'Teryx Equipment Inc.

o The conclusion of a license and distribution
agreement with the Dunlop Slazenger Group Lid.

Additional topics dealt with by the Supervisory

Board were:

o The distribution of the third tranche of the adidas-
Salomon AG management stock option plan.

o The technical innovations of the Spring/Summer
2002 range.

o The European logistics concept.

The external auditors attended the annual financial
statements meeting of the Supervisory Board on
March 8, 2001 and subsequent meetings on May 9,
August 6 and November 5, 2001. During these meet-
ings, the quarterly financial statements for 2001

were presented.

Examination and Approval of the 2001
Financial Statements

As in the previous year, consolidated financial
statements were prepared in compliance with
International Accounting Standards (IAS). Under
the provisions of § 292a of the German Commercial
Code (HGB), these financial statcments exempt
adidas-Salomon AG from drawing up consolidated
financial statements in accordance with German

Commercial Law.

The external auditors, KPMG Deutsche Treuhand-
Gesellschaft Aktiengesellschaft Wirtschaftsprifungs-
gesellschaft, Frankfurt am Main, have audited the ,
consolidated financial statements and the Group
management report. Additionally, they have audited
the financial statements and the management report
of adidas-Salomon AG and issued unqualified opin-
ions thereon. In the context of their auditing duties
in line with § 317 section 4 HGB, the auditors have
looked at the existing adidas-Salomon AG monitor-
ing system for early identification of risk. They con-
cluded that the existing system was appropriate and
that the management reports for adidas-Salomon AG
and the Group accurately reflected future risk. The
financial statements, the management reports and

the auditors’ reports have been presented to all the




mm aouewIanog ajesodio]

7007 Yorew
uewrey)

oy[id LudYy

a3t

pieog Arosiarddng ayp

JUIWWIIOD 113Y) 10§ Way) yuey)
pue sadioidwa [[e pue [PUNOD SHIOM 21 ‘satued
~wod dnoin ayj jo spreog 1pwadeuey A4} ‘preog

IANNDIXH Y] JO jIoam snopuawan Y1 drenardde ap

's1981e1 paystqes? 9yl dunssw

ul pa20ons 01 INUNUod [[m Auedwod Y1 aining

911 Ul 1Byl s3A1[2q pieog Aiosiatadng ayl, "100T ul
suted aanisod papyalA sey 1ed4 1oud syl uy parvdwod
y1ompunoid a1 1eyl 1e3pd SI 1] "dueuL1oad jenueur
pue [puoneiado doi arensnyj 110do1 [enuue syl ul
pa1els a1e 1Byl SYNSII YL "PIAJIYDE 219M J[35]] 10]

13s dnoin uouro[es-sepipe a2yl s1a81el 9yl ‘{007 ul

No0)ing

*700T ‘1 Atenuer wolj 1030 Yim

pieod Alostaradns oyl paurof wypaidny suey I
‘WID) aures Ayl 104 "pieog A1osiaradng ayl jo wuaal
Junnewar oY) 10} pieod A1osiazadng ayi Jo 1oquawt
B SE P3102]2 Sem SOLINOL UeNSUYD IW ‘100T ‘01 AeW
uo paY SUnNaSAL SIIPIOYAIRYS 1Y) JO UOUNOSaI Ag

‘pieog Arosiaradng

34 JO S12qQUIAW SB JUDWIUIUIO) pUe UOLEedIpap JO
SIEdA AuBw 11aY3 10] W syuel) pieog Arosiazadng
UL "100T ‘1€ 19quiddaq aA1d9JJ2 paroq Alosiazadng
Yl Jo 1dqudaw e se paudisda 1adag You[n IW
IDA0I0 "100T ‘01 AP U0 FUNdOW ,SI9p[oyareys
I JO pPUI Y] 18 A1} pieod Alostaradng oy

woIy uoneudIsal siy paIdpud] [|assny Sewoly, 1

paeog Adosiaadng ay) uo sabuey)

1007 Ul 13w

10U PIP 321WUOD SIYL "PIAIILDE 10U SI [eSSHUSIP
Auaunuiodde ue 10y Aressadau Ajuolew pieog A1osia
-12dng spaIy1-0m1 Y1 JI SI9QUIDUL PIROg 2ANNIIXH
jo jesstwsip Jo 1uaunuiodde sy) Suipaedar pieog
Arosiaradng a1 01 sjesodoad syyuuqns ‘(HD1$agIN) DY
UOHBUIWLIIIN-0D) UBULIDD Y] JO € UOIDAS 27 § yim

JDUBPIOIDE UL PAULIOJ ‘IIINUIUOD) UOTIRIPIW YL

"310A 1[NDID Aq
SUONN[OS1 2311 passed osje pue 1007 Ul UOISEIIO
QU0 U0 10U ‘pIeOY SAUNIIXT Y 01 PIIL[2I SIdjew

Puuosiad Yiam S[eap yorym ‘211U [BIAUID) Y],

"$INIWLLOD 0M] Sey Os[e pleog Alosiatadng

ay1 ‘a[oym e se saniiqisuodsar 31 01 uoppe up

SIJIAIPDY 33JWWOY)

‘pieog Arosialadng oyl Aq paacadde
19M 100T ‘T€ TquIadag Surpud iead oyl 10y preog

JANNDAXY Y AQ PINIWIQNS SIUIWIDILIS [BIDULUL Y],

‘pasordde sem sduruied

poute1al Suipiesa1 pieog 2ANNDAXY Yl AG pIemioj
ind jesodoad ay1 “Ajjeuomippy ‘Auedwo) ayi jo 1uaw
-do[aAap a1mny ay3 10} yoono 2yl yum Apenonied
pue 110da1 juswddeuew 9yl Ylism padide ose pieog
Alosiazadng ayl -upne ayl jo synsai oY) paaoadde
pieogd Alosiazadng oy ‘sSuruiea poutelad jo uoneud
-oxdde auy Jurp1eda1 pieod aanndaxd Yyl Aq piemioy
ind jesodoad ay1 pue sitodar juswodeuew syl 'Oy
UOWO[eS-SEPIPE JO SIUAUIDIEIS [RIDURULY IY] ‘SIUIWI

-21E]S [PDURUT PAIRPI{OSUOD 1] pauruiexd Sulaeyq

uasaad axom sionpne oyl Yorym Suunp ‘pieog
A10s1a12dng a1 Jo 3UNIOUT SIUIUIDILIS [BIDUBUL
[enuue Y] 18 [1e12p Ul PAsSNISIP 21am SIU3WIIL]S

pud-1e24 ayJ, "preog Alosiazadng o1 jo siaquiaul




Supervisory Board/Executive Board

Supervisory Board

Henri Filho
Chairman

70, French
Management Consultant

Member of the Administrative Board,

Salomon S.A., Metz-Tessy, France*

Vice-Chairman of the Supervisory Board,
Vendéme-Rome-Management $.A., Levallois-Perret, France*
Chairman of the Supervisory Board,

Auguste Thouard et Associés S.A., Levallois-Perret, France*

Dr. Hans Friderichs
Deputy Chairman

70, German
Management Consultant

Chairman of the Supervisory Board,

allit AG, Bad Kreuznach, Germany

Chairman of the Supervisory Board,

Goldman Sachs Investment Management GmbH,
Frankfurt am Main, Germany

Chairman of the Supervisory Board, Sektkellerei C.A.
Kupferberg & Cie KGaA, Mainz, Germany

Chairman of the Supervisory Board,

Leica Camera AG, Solms, Germany

Member of the Supervisory Board,

1IC The New German Linder Industrial

Investment Council GmbH, Berlin, Germany*
Chairman of the Supervisory Board,
Pott-Racke-Dujardin GmbH & Co. KG, Bingen, Germany*
Member of the Supervisory Board,

Groupe Schneider S.A., Paris, France*

@@ Corporate Governance

Chairman of the Supervisory Board, Swatch Group
Deutschland GmbH, Eschborn, Germany*

Member of the Supervisory Board,

MASA AG, Andernach, Germany

Fritz Kammerer**
Deputy Chairman

56, German
Chairman of the Central Works Council, adidas-Salomon AG

Sabine Bauer**

38, German
System Manager Footwear Quality, Global Operations,
adidas-Salomon AG

Gerold Brandt

61, German
Financial Consultant

Member of the Supervisory Board, Bayerische
Kapitalbeteiligungsgesellschaft mbH, Munich, Germany
(until November 30, 2001)

Deputy Chairman of the Supervisory Board, Bayern Tnvest
Kapitalanlagegesellschaft mbH, Munich, Germany

(until November 19, 2001)

Member of the Supervisory Board,

BayTech Venture Capital GmbH & CoKG, Munich, Germany*
Member of the Supervisory Board,

BLB Wachstumskapital Bayern GmbH, Munich, Germany
(until November 30, 2001)

Member of the Supervisory Board,

BLB Equity Management GmbH, Munich, Germany

(until November 30, 2001)*

Deputy Chairman of the Exchange Council,

Bavarian Stock Exchange, Munich, Germany

(until December 13, 2001)*

Chairman of the Advisory Council,

Société Générale de Surveillance Holding (Deutschland)
GmbH, Hamburg, Germany*

Chairman of the Advisory Council, Miiller Elmau GmbH,
Schloss Elmau, Upper Bavaria, Germany*

Member of the Board of Directors,

Hungarian Foreign Trade Bank, Budapest, Hungary*
Chairman of the Administrative Board,

LB (Swiss) Privatbank AG, Zurich, Switzerland

(until November 23, 2001)*

Member of the Administrative Board,

LBLux S.A., Luxembourg (until December 14, 2001)*
Chairman of the Administrative Board,

Bayern LB International Fund Management S.A., Luxembourg
{(until December 10, 2001)*

David Bromilow

59, British
Executive Director, MediMedia International Ltd.,
Hong Kong

Herbert Miiller**

57, German
Regional Manager, IG BCE Trade Union,
Region Nuremberg, Germany

Deputy Chairman of the Supervisory Board,

Ceramtec AG, Plochingen, Germany

Deputy Member of the Administrative Board,
Allgemeine Ortskrankenkasse Bayern, Munich, Germany

Hans Ruprecht**

(since January 1, 2002)

47, German

Sales Dircctor Customer Service, Area Central,
adidas-Salomon AG




N_@ aduewanog 3jes0dio) $99sudIT pue safes ‘uewaiey) findoq

JouaLd ‘€9
(1007 '8 ydp1EW JUIUN)

$34N0| UBNSIIY)

dUeI ‘Siied ‘SUOTIEIIUNWWOY) sNJAJIJ sNoT
19211} JANNDIXT JAIYD pue 1UIPIsald

VSN ‘S1asnydessey ‘uolisog ‘dnoin uousgued syl
‘pirog AIOSIAPY 311 JO I9QUIIA

vsn ‘181009 ‘ewueny ‘$9(33nag .3 PLpRY
‘$1010211(] JO pieog 2Y) JO LoqUIdW

VSN ‘Ads1ar MaN 19s1owog ‘uoneiodion aroowyg
‘51013211 JO pIeod Yl JO JaqUIdIA

121JJO 2ANNDIXT JIYD ‘uewdieyd
Ypuard ‘g
(100 '8 yd1eW [nun)

snyAaig-sino pagoy

11007 Ul p1eog JANNIIXY Yl
WOIJ PIITIAT SI2qUIdW FUIMO[[0] ],

dunaxyrew [eqoro
UBWLIID) ‘b

Jabulwwe)s youz

aDueulq
1apuUB[RdZ MIN ‘¢
(100t ‘0¢ Arenuer 3ouls)

19¥1B1S uIgqoy

PUB[I3ZIIMG ‘BASUID)

‘punyg aIns{a 19PId ‘preod AI0SIAPY 9] JO 10qUIDSW
PUB[IZIIMS UYoLINZ ‘DY AIOW 3 spleoq

‘pIROQ DANEIISIUIUPY Y] JO I2QUIDIA

Auputian ‘Budoo) 'Oy sFundia19g-sFUnIdYIISIaA
WI9ZUON-FULIaD) “DINWOY) AIOSIAPY Y1 JO JOqQUISW

UONENSIUIWPY PUB $IDIN0SDY uewny
SSIMS “p¢

uipne.sad 19YaIn

SIIBJJY [ElUDWUOIIAUY pue [e32]
ueuan ‘g9

aly] payuep

suonerddp [eqoln
UeILIDWY ‘g€

nauuag uuad)g

Auewnn ‘yoruny ‘ovy jueqsSuniaygdIsIag
Jypstiddeg ‘preod Arosiaradng dyi jo 12QUIDW

120110 dunerddg PpP1yD ‘vewateyy Amndaq

{1007 ‘g yslew [nun)
IO FAUNIIXY JOIYD ‘UrULIRYD
UBWIID ‘L

(1007 ‘g YoIeW 2oUls)

Jauley Waqsay

pJeog sANnIaX3

yoURI ‘sued ‘suonedIunwuo’)

SNJA3I(J SINOT ‘SIOII(T JO pIeod Yl JO IqUISIA

£xx VSN “AISIDL MON 19s15u10§ ‘uonerodio) sroowyg
$101031((] JO pieog ayl Jo ueunieyd
uedLRwWy ‘0L

(1007 ‘01 Aew [nun)

nassny sewoy] ug

uotsial(g Juaurdinbyg sepipe [eqo[n jo peay
uewLIDD ‘G¢
(1007 ‘1€ 1oquada( [nun)

94238 YN

11007 ui pieog Alosiatadng oy

LIOT) PaITIal SIdqUIdW SUIMO[[0] YL,

2jepuew pue uonisod
anejuasasdar aakojdwy
(me] uonesod.aod y201s) 9Ny | "ou Z "esed goy § Jepun sjuaunulodde

pJeog A10SIAIdNS JO 19qWINU WNWIXew 3y} Bujuiwidlap so) JUEAIJDL JON

yAuewiian Janequielryg
Iy PUD HAqu 1Jeyds[[asadneqsSunuyops
‘preog Arosia1adng oy jo 1oquUIDW

Aueuna9 ‘19aouey 13)enbpesy
‘uorup spell, 404 DI TeJO uoluf} Ipeir
ueulan ¢y

0y uoulojesg-sepipe
\_.:mc.w JANNMDIXH 3yl JO Iaquiay Iauiloq
ypuary ¢9

(1007 ‘01 A Sou1s)

$344N0) UBNSIIY)

DY UOWO[eS-SePIPE ‘[DUNO)) SHIOM [B1IUID ) JO 1dQUIDW
ueuLan ‘6§

~UBA-1318Y [ IP1BH

1IN ‘Medoxrey ‘opd »mo._c::uoHE ‘1010311 SAUNIIXT-UON
¥ ‘uopuo]

-01d dno1o erpa S[IjoId ‘T0IOIINJ IANINIIXH-UON

#[1 ‘UOPUOT “*PIT [T 1O JANNIIXY-UON

+3IN ‘uopuo]

“pY1 uonestuedIQ [{IH WeIl[[IM ‘1013211 ANNIIXT-UON
N ‘BopuoT “old 141 101231 IAUNDIIXF-UON

#3{1 ‘UOPUOT “PIT SAISSEI ‘10103113 ANNDIXT-UON

N ‘XISAPPIW ‘projiuarg ~oid sqniD yifeaH ysroudoy
‘$1010211(] JO pleog 341 JO UpWIIRYD)

w0 ‘vopuo] “o[d dnoin sucnEUNUIWOY) JUeIPIO))
‘$1012011(] JO pieog 91 Jo urULITRYD
ysnug ‘zg

11095 sewloy] sapey)

e

.







PR

Is

l Anai

“

‘Financia

¥S

. |
Vo o
E s

[TV SN







T
e
o Al
i m
g

o —“s
ST
MWWM A

il i

i \mmuumun

NN AT,

- L - o
A e T e
- o e
- %{ M )

i,

e

L
o

i

"
o DU L




J\:

N

S o T Dee 91 Ghange |
s i Wvomsaindd - : , o et 200 2600 n % |
Cash and cash equivalents (4) 84,995 104,706 (18.8)
Accounts Snm_<mv_m (5) 1,253,193 1,133,103 10.6
_:<m3~o:®m (6) 1,273,062 1,294,033 (1.6)
Other current assets 7) 266,929 254,183 5.0
._.oﬁm_ 2:.82 mmemm S S qum_.\w N.\mmcnm ‘, ww |
Property, plant and equipment, net (8) uwﬁmmw 310,068 21.9
Goodwil, net ) 580,069 601,028 (5.5)
Other intangible assets, net ‘ ‘ (10) 91,131 77,633 17.4
Om*m-qma tax assets ‘ ‘ GAV 147,873 ‘ fﬁbuu 12.8
Other :o?nc:mi assets (11) 107,760 112,643 (4.3)
Total non-current assels e | 1306698 1232435 59
Total assets ‘ N 4.182.877 4018460 AR
Short-term borrowings (12) 196,038 279,422 (29.8)
Accounts payable 629,701 532,299 18.3
Income taxes (24) 111,020 76,518 45.5
Accrued liabilities and provisions (13) 346,876 390,250 (11.1)
Other current .:.mU:Emw (14) 110,040 90,388 21.7
[Total current liabilities ] - ) 1.393675 1.368.677 ) 18/
Long-term .uo:.oéimw 12) 1,569,773 1,617,370 (2.9)
Pensions and similar obligations (15) 92,088 85,021 8.3
Deferred tax liabilities (24) 41,552 31,748 30.9
Other non-current liabilities (16) 13,019 10,570 232
oB_ :o: n:wqms. :w!::mm S - ‘ ] ajmbwm dqﬁ;ow ) :mz
Minority interests (17} mmme 89,750 (35.2)
Shareholders’ equity (18) dbfr%.u 815,324 24.4
Total liabilities, minority interests and shareholders’ equity o | 4182877 | 4018460 41

The accompanying Notes are an integral part of these consolidated financial stat t

I U\ﬁ Consolidated Accounts
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ﬁu W Consolidated

Accounts

Cone

(lowres in teusands)

[Saiies bt P [

solicated Statement of Cas

Operating activities:

Income before taxes

Adjustments for: )
Depreciation and amortization (incl. goodwill)
Unrealized foreign exchange losses, net
Interest Fno‘:._m
Interest expense
Gains on sales of property, .u_mi m:a mnc__u:..ma net

|Operating profit before working capital changes
_:n_.mmmm in qmnm_,\,mgmm and other current assets
Omn..mmmm\eanmmwmv in 5<m:5:mm

Increase in accounts Um<m§m m:Q 059 nc_._.m2 liabitities

.nmm: n_‘o<_mmn by o_um_.m:o:m
Interest paid
Income taxes paid

_Zm” nmm: 33<ama c<>:mma _3 oumqmzsm mn._<_:mm

Investing activities: )
Purchase of goodwill and other intangible assets
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of subsidiaries :Q of cash acquired
Decrease in investments and other non-current assets
Interest received

wzﬁ ‘n_m‘m‘:;c.mmn _Ma _:<mm,::oumn:<§mm‘ ]

Financing activities:
(Decrease)/Increase in 5:@;23 U‘o:n‘vémmmm
Dividends of mamamm-mm_o:w_o: >,O
) Dividends to minority w:mqmroama
Capitat contributions by minority m:m_.m:o_n_mﬂw
Aoonqmmmmv\_:nqmmmm in short-term Uo:oi.:om
“22 nmm: Emma 5<......o<_non by financing mn~_<_:mm

~mmmn~ o_“ mxn:m:om _.mﬁmm o: nmm:
Aomnqmmwmv\_:nqmmmm in nmm: and nmmr mo_:_<m_m:a
Cash and cash equivalents at U@@S:S@ of <mmq

mm: m:a nmm: mnc_<m_m_._.m m. n:a o* <mm_.

The accompanying Notes are an integral part of these ¢ d financial its,

376,344

148,037
15,277
(12,061)

107,772

(4,063)

631.306

| a2157)

32,165
71,161

606.475

2000 |

346,620

132,704
7,616
(12,979)

108,517
(4,440)

578.038 |

- (115,767)

(230,394)

8,014

2001

(110,400)
(112,015)

(42,338)
(159,733)
23,293
{19,519)
9,300
12,061

- (176.936)

(47,667)
(41,721)
(51,349)
0
(88,283)
(229.020)
2185
(9.711)
:: 706

84,995

384,060

(105,313)
(144,993)
~ (10.415)

(24,562)
(124,815)
14,141

0

1,808
12,979
(120.449)

132,967
(41,736)
(2,692)
4,970
71,517
rres

1436

35,598
69,108
104,706
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Consolidated Accounts

H, r

to Consolicateo

Not

adidas-Salomon AG, a listed German stock corporation, and its subsidiaries

design, develop, produce and market a broad range of athletic and active

lifestyle products under the following brand names:

adidas branded products include footwear, apparel and hardware, such
as bags and balls. The products are designed and developed by adidas
and are almost exclusively manufactured by subcontractors on behalf

of adidas. Erima products include teamsport apparel.

Salomeon branded products include ski and snowboard equipment
(skis, snowboards, boots and bindings) as well as hiking boots and inline
skates which are designed and manufactured mainly in France, Italy and
Romania. In addition to these products the product range was expanded
into functional apparel in 2001. The Bonfire brand offers snowboard
apparel and streetwear. Cliché is the new brand for skateboard equip-

ment, footwear and apparel.

Mavic products include rims and wheels for mountain bikes and road

racing.

TaylorMade develops and assembles or manufactures high-quality golf
clubs, golf balls and golf accessories. adidas Golf branded products
include footwear and apparel.

The Company’s headquarters are located in Herzogenaurach, Germany.

1. General

The accompanying consolidated financial statements of adidas-Salomon
AG and its subsidiaries (collectively the “Company” or “adidas-Salomon”)
are prepared in accordance with accounting principles adopted by the
International Accounting Standards Board (International Accounting
Standards ~ “IAS”). The Company applied all International Accounting

s (IAS)

Standards and Interpretations of the Standing Interpretations Committee
(“SIC") effective as at December 31, 2001 and 2000, respectively.

The following new standards were adopted effective January 1, 2001:

IAS 12 (revised 2000) “Income Taxes”
TAS 19 (revised 2000)

TAS 39 (revised 2000)

“Employee Benefits”

“Financial Instruments: Recognition and
Measurement”

IAS 40 “Investment Property”

The effects of IAS 39 are summarized in the consolidated statement of

changes in equity and further information is disclosed in Notes 2 and 20.

The adoption of all other new or revised standards had no material

impact on the Company’s financial position, results of operations or

cash flows and its reporting thereon.

German Statutory Reporting

The Company does not prepare consolidated financial statements under
accounting principles generally accepted in Germany (German GAAP)
pursuant to the exemption in § 292a of the German Commercial Code
(HGB).

2. Summery of S

nificant Accounting Policies

The consolidated financial statements are prepared in accordance with

the consolidation, accounting and valuation principles described below.

Certain items previously reported in specific financial statement captions

have been reclassified to conform with the 2001 presentation.

Framework for Accounting Policies in Accordance with IAS and Explanation
of Major Differences Compared with German Accounting Policies

Set out below are the major ditferences in accounting policies and con-
solidation methods compared with German law as set out in § 292a
section 2 No. 4b of the German Commercial Code (HGB).
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b1) Unrealized Profits Included in the Income Staternent, which is a Breach
of the Realization Principle as Understood in Germany

Although the realization principle is a specific part of IAS, in contrast
to German accounting policies “unrealized” profits must be included in
the income statement in certain specific cases. The following balance
sheet items are translated at foreign exchange rates ruling at the end of
the year even if this leads to an “unrealized” profit compared with using
the exchange rate at the booking date:
e foreign currency receivables and liabilities;
e derivative financial instruments to the extent they do not represent

a hedge;
e short-term securities.

b2) Deferred Taxes

Deferred tax assets must be included to their full extent. This also applies
to tax loss carryforwards which can be offset against future profits for
tax purposes and which are thus to be reflected as deferred tax assets.
Delerred tax assets are to be reviewed for their realization regularly and

are to be written down if appropriate.

b3) Definition of Production Costs

IAS requires the use of “full” production costs, consisting of cost of
matcrials and production wages (direct and indirect) together with a
proportion of depreciation of property, plant and equipment. It is not
permitted to limit the calculation of production costs merely to direct
costs. On the other hand, administration and selling overheads may
not be included.

b4) Recognition of Development Costs

IAS requires development costs to be recognized under certain specific
conditions. One major criterion is that there is a market for the product
or process being developed. On the other hand, original research is not
1o be recognized in the balance sheet under 1AS.

b5) Pension Provisions

Pension provisions are to be calculated actuarially using the projected
unit credit method. Use of the German tax-based entry-age-normal
method (§ 6a Income Tax Act) is not permitted.

Expected wage and salary increases until pensionable age are 10 be
considered when calculating the pension liability to beneficiaries under
the scheme. Capital market interest rates are to be used to discount the
amounts, which can partly offset this increase, as the rate can be higher
than the 6% used for tax purposes in Germany (§ 6a Income Tax Act).
Pension provisions are to be calculated for beneficiaries as soon as
they become scheme members (not only as from their 30th birthday).
Appropriate fluctuation rates should be used when considering the
provisions needed for this group of beneficiaries.

Overall, the 1AS calculation methods lead to a higher pension provision
than using the German entry-age-normal method.

b6) Other Provisions and Accruals

Provisions and accruals may only be set up to cover obligations to third

parties. Internal accruals are not permitted.

b7) Accounting for Leases

In contrast to the use of German tax-based leasing provisions, IAS
requirements more often lead to leased items being recognized in the
balance sheet of the lessee rather than of the lessor. IAS requires the
contractual party which is the economic owner and which thus has
the major share of risks and opportunities arising from use of the item
being leased to recognize the lease in its balance sheet.

> (> Consolidated Accounts
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Effective January 1, 1999 the European Monetary Union commenced
and the exchange rates between the participating currencies and the
euro were irrevocably fixed. Starting January 1, 2002 in all European
Monetary Union countries the euro officially replaced the local currency.

In the individual financial statements of Group companie¢s, monetary
iterns denominated in a foreign currency are generally measured at
closing exchange rates at the balance sheet date. The resulting currency

gains and losses are recorded directly in income.

Derivative Financial Instruments

The Company uses derivative financial instruments, interest and currency
options, as well as forward contracts, to hedge its exposure to foreign
exchange and interest rate risks. In accordance with its treasury policy,
the Company does not hold any derivative financial instruments for
trading purposes.

Derivative financial instruments are initially recognized in the balance
sheet at cost and subsequently measured at their fair value. The method
of recognizing the resulting gain or loss is dependent on the nature of
the item being hedged. On the date a derivative contract is entered into,
the Company designates certain derivatives as either a hedge of the fair
value of a recognized asset or liability (fair value hedge) or a hedge of a
forecasted transaction (cash flow hedge), or a hedge of a net investment
in a foreign entity.

Changes in the fair value of derivatives that are designated and qualify as
cash flow hedges, and that are 100% effective, are recognized in equity.

If there is no 100% effectiveness, the deviating amounts are recognized

in net income. Amounts deferred in equity are transferred to the income
statement in the same periods during which the hedged forecasted trans-
action affects the income statement. For derivative instruments designated
as a fair value hedge, the gain or loss on the derivative and the offsetting
gain or loss on the hedged item are recognized immediately in net income.

Certain derivative transactions, while providing effective economic
hedges under the Company’s risk management policies, do not qualify
for hedge accounting under the specific rules of IAS 39. Changes in the
fair values of any derivative instruments that do not quality for hedge
accounting under 1AS 39 are recognized immediately in the income
statement.

Hedges of net investments in foreign entities are accounted for similarly
to cash tlow hedges. If the hedging instrument is a derivative (e.g. a
forward contract) or for example a foreign currency borrowing, any gains
and losses in the derivative and all gains and losses arising on the trans-
lation of the borrowing are recognized in equity.

The Company documents at the inception of the transaction the relation-
ship between hedging instruments and hedged items, as well as the risk
management objective and strategy for undertaking various hedge trans-
actions. This process includes linking all derivatives designated as hedges
to specific forecasted transactions. The Company also documents its assess-
ment, both at the hedge inception and on an ongoing basis, whether the
derivatives that are used in hedging transactions are highly effective in
offsetting changes in cash flows of hedged items.
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Goodwill and Identifiable Intangible Assets

Acquired goodwill and intangible assets are valued at cost less accumu-

lated amortization.

Goodwill is the excess of the purchase cost over the fair value of the
identifiable assets and liabilities acquired. Goodwill arising from the
acquisition of a foreign entity and any fair value adjustments to the
carrying amounts of assets and liabilities of that foreign entity are treated
as assets of the reporting entity and are translated at exchange rates pre-

vailing at the date of the initial consolidation.

Amortization is calculated on a straight-line basis with the following

usetful lives:

Goodwill
Patents, trademarks and concessions

Software

Expenditures for internally generated intangible assets are expensed

as incurred.

Research and Development

Research costs are expensed as incurred. Development costs are also
expensed as incurred and are not capitalized due to the short product
life cycle of sporting goods.

The Company spent approximately € 86 million and € 91 million on
product rescarch and development for the years ended December 31,
2001 and 2000, respectively.

Investments

At January 1, 2001 the Company adopted IAS 39 and classified its
investments into the following categories: trading, held-to-maturity
and available-for-sale.

During the reporting period the Company did not hold any trading or
held-to-maturity investments.

Investments intended to be held for an undefined period of time, which
may be sold in response to needs for liquidity or changes in interest rates,
are classified as available-for-sale. These are included in other non-current
assets and in cash and cash equivalents.

Management determines the appropriate classification of its investments
at the time of the purchase and re-evaluates such designation on a

regular basis.

All purchases and sales of investments are recognized on the trade date.
Cost of purchases include transaction costs. Available-for-sale investments
are subsequently carried at fair value, which is based on quoted market
prices at the balance sheet date. Realized and unrealized gains and losses
arising from changes in the fair value of these investments are included

in the income statement in the period in which they arise.

Prior to the adoption of T1AS 39 the Company had recorded all of its

investments at fair value.

Borrowings

Borrowings are recognized initially at the proceeds received, net of
transaction costs incurred. In subsequent periods, borrowings are stated
at amortized cost. Any difference between proceeds (net of transaction
costs) and the redemption value is recognized in the income statement
over the terms of the borrowings.




Mw SIUNOJ2Y PBJEPHOSUO]

'SIBUILISD
J50U]1 WIOI] IJFJIP P[NOD SINSIT [ENDY "SAINSOPSIP PIIR[d1 PUE SIUNOUIE
paizodar 1ayJe 1B SaleUISa pue suonduinsse ayew o1 Juswadeuey

saImbal §VT yuam AIMLIoJuod i sjuauraje}s [epueur) jo uoneredard ayy,

so)ewsy jo asn

-suondo a1y Jo aSPIAXI I [TIUN STUAUIdIRIS [edURUT} A1 UT paziudodar jou
st payuesd suonido aieys Jo anjeA JNSULNUL 23U} JO SITBYS I JO INJeA Jiej
2y pue 01d ISPIIXI YY) UIIMIG DUIIILP 33 X0 $1s00 uonesuadmor)

suejd uoidQ X20)S Joy Bununoddy

MU POIBIDOSSE DY) JZI[BII 0] JWODUN (LKLY JUIDIJINS I1LIUIF [[IM
pauraouod Auedurod oyl 1ey) ajqeqoad st 1t 1Ryl 1UAIXD ) 01 pazIudodas
AJuo are saduarIp Arerodwal ajgexXe] Pasdxa YDIYM SPIemIOfAIIeD SSOf

XB) pUB $30UIHIPp Areioduidl 2jquonpap woly Juisie s195se xel paridRd

SPIBMIOIAIIRD $SO] Xe) pue
SAUIIqRI| pue $1ISSe SII JO SISeq Xe) AL pue Junoure JuwAIIed 3yl uadmidqg
s3aduIajHp Arexoduwrdl [[e 10} saxel palajap sandwod Auedwor) ayL

'sojerado Auedwion 3yl Yoy U SALNUNROD Y1 UL PIYSIQeIsd uonlexel
10¥ Sa[NI 34} Yliam dduepiodde Ul payndiod a1e saxe] tuodul JUdLINg

S3XNBJ SWODU|

‘paxIndUL SE AWOIUE 10 IsUddxd ue se paziugodal S 1$9391u]

15910)U;

JuauIdd18e Y1 JO W19 94l 1940 ekl o1d pasuadxd are ‘s1enuod jeuon
-owoad 10] szuswded juoxydn swi-auo uipnpu ‘sasuadxa [euontowoiy

“SISB( U]
-1ydrens e wo udredured a1 Jo uoneinp eurdo oyl 1340 pasuadxa aie
(s297 Buniseopeoiq "3-3) 51500 SutdAng erpaw juedgrudis [0y ur pasuadxa
a1e Aoy YoIgA 121je ‘oum 3811y 31 10§ aoe[d sayel Suisnidape 3yl piun

sasuadxa piedard 1opun umoys aie suSiedwed BIPIW 10§ $1S0D UONINPOIJ

sainypuadx jeuoljouloly pue BuisiiaApy

*SPBIIUOD 31 JO SULII] YY) TO PISB] PIPIOIIT SI WOdUL AIjRAOY

*31es 9y} JO SUIIA) ) Uo paseq sassed sp1 UM
SIXE] S2[BS PUR SIDULMO[[E “SIINOISIP ‘SUINIAL JO 19U PIPIOIAI dIe SIS

SaNUAA3Y JO UoliuBoIaYy

‘uonesiqo 1Jauaq paurgap Yyl jo anjea juasaxd

341 0 %01 JO d8uer oY) Ui (00T PISIAdL) Z6'61 SVI Jo Peoxdde
I0PLLIOY 3y} 01 Fuipiodde sasuadxa pue Jurodul se suejd 1ydudq pauLdp Jo
$3$50[ 10 suied [erenide 2ziuBoodx Jou soop Auedurod ayy, (0007 pPastadl)
61 SVI Yila 20UBpIOoIOR Ul POUIdW Npatd un pawalord oy Juisn
pawuuaiap st sued 1gousq pouigep 1apun uonedyqoe ayy, “suejd uounqgin
-uod paugap pue sue(d Iouaq paunep Ppun dAuedwo) syl Jo uonednqo
uoistaoad oy Isudwod suopediqo Jepiuars pue suoisudd 10} SUOISIACI]

suonefngQ Jejiwig pue SuoiSudy
"pareuiisa A[GRUOSEIT 2 ULD YIIYM $IDIN0SIL JO

MOTJIN0 ue 01 peaj Ajqeqord [[Im YdIYM Pa1IndUl Uddq sey uouediqo
FANONIISUOD 10 [e39f ‘Juasaid e 210ym paziugooal e SUOISIADLJ

SU0ISIAOLY

TUNOWE TUIWINDS 11DY] 18 PAPIOdII IR SAN[IQRI] IO

sapigery Jeuio




LNM Consolidated Accounts

dierios

Major acquisitions within the last two years are as follows:

Effective March 9, 2000 adidas-Salomon assumed full ownership of its
former joint venture company adidas Portugal S.A., Lishon (Portugal),

by acquiring the remaining share of 49%.

Effective February 8, 2001 the Company took over the French skate-
boarding company Cé SARL (renamed to Cliché S.A.S.), Lyon (France).

Additionally, adidas-Salomon has assumed control by acquiring 100% of
the shares of its longstanding distribution partner and licensee Sportgoods
A/S {renamed to adidas Danmark A/S), Them (Denmark) effective

April 5, 2001.

L Cashoa uivalonts

Cash and cash equivalents consists of the following:

90,549
14,157
104,706 |

Cash at banks and in hand
Marketable securities
[Cash and cash equivalents

The majority of marketable securities relates to Commercial Paper and
certificates of deposit in Eastern European currencies with a maximum
maturity of 90 days. These marketable securities have fixed interest rates
between 11.75% and 14.20% and a minimum Standard & Poor’s rating
of “Al”.

In addition to short-term cash, adidas Korea has cash accounts with matur-
ities exceeding 12 months in the amount of € 2 million (2000: € 1 million).
which are included in other non-current assets (see also Note 11).

[ PN s TR e R ges fad g
8. Accovnls Roeegiveble

Accounts receivable are as follows:

. ‘ _ ‘ r.ﬁolﬁ.
Less: allowance for doubtful accounts ] 96,254
o ] imsaie

87,759
1.133.103 |

{Accounts receivable, net

i

6. Inventories

Inventories by major classification are as follows:

L SRS PR MW

Finished goods and merchandise on hand

Goods in transit and advanced payments 348,937 431,819
Raw materials ‘ 47,267 47,881
Work in progress 17,915 11,500
Inventories. gross | 13e7r08 | 1408736 |
Less: allowance for obsolescence 74,047 114,703
inventories net | izmee | 129403 |
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8. Property, Plant and Foulipment

Property, plant and equipment consist of the following:

OOOQ<<_= ) 766,252 o 746,077

Thereof wm;m::m to the anEE:O:

o\ the .wm~030: group o ) 582,938 ) 582,561
Land and build 230,746 218563 Less: accumulated amorti 186,183 145,049
and and buildings X , i o R : T RAT o
Technical mn:ﬁBmE and machinery 130,086 “:NNE ‘ _@orﬁm_é_: :2 ComTe T T mmc omw, . B0Lo |
O”:mq mnc_UBm:. ES_E_.m and ::_:mm 285,537 250,242
, B T T mw‘mwmo iwm‘_ omw Goodwill amortization expense is € 40 million for the years ended
rmwm mm,nc3r_m-,.mm Qm_u_.mn_m:o: I B 353,771 312,211 December 31, 2001 and 2000; thereof € 29 million in each year relate to
... ... | 025w | 2esg7 | theacquisitionofthe Salomon group.
Advanced payments and
construction in progress, net 85,267 41,197 The change in the goodwill primarily relates to the Company’s acquisition
[Property, piant and equipment, net | 377865 | 3fogss |  of adidas Danmark A/S.

amerihle Aacefa
Depreciation expense is € 80 million and € 74 million for the years 10. Other int: D@ Assels

ended December 31, 2001 and 2000 respectively.

Other intangible assets consist of the following:

9. Gooow

Goodwill primarily relates to the Company’s acquisitions of the Salomon

group and subsidiaries in the United States, Australia/New Zealand and Software, Umﬂms.y ,qmam_.:qum

Netherlands/Belgium. and concessions, gross ‘ 173,082 | 142,209
_.mmm mno:Bc_man mBO:_Nm:o: 82,080 } 64,585
| ere2 | 77624
>Q<m3nma nm<3m2m net 129 9
[Other intangible assets.net | eti3i | 77633

Intangible asset amortization expense is € 28 million and € 22 million
for the years ended December 31, 2001 and 2000, respectively.

%) Consolidated Accounts
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Commercial Paper was issued under a € 750 million German Multi-
Currency Commercial Paper Program and a € 300 million Belgian
Treasury Notes Program. As at December 31, 2001, Commercial Paper
is outstanding in the total nominal amount of € 280 million (2000:

€ 282 million).

Borrowings are denominated in a variety of currencies in which the
Company is doing business. The largest portions of net borrowings as
at December 31, 2001 are denominated in euro {57.1%; 2000: 55.1%)
and USD (31.0%; 2000: 32.1%).

Month-end weighted average interest rates on borrowings in all curren-
cies range from 3.3 10 5.3% and from 4.3 to 5.7% for the years ended
December 31, 2001 and 2000, respectively.

As at December 31, 2001 the Company has cash credit lines and other
long-term financing arrangements in a total amount of € 3.4 billion
outstanding (2000: € 3.6 billion); unused credit lines amount to € 1.7 bil-
lion (2000: € 2.0 billion). In addition, the Company has separate lines for
the issuance of letters of credit in an amount of approximately € 0.7 bil-
lion (2000: € 0.7 billion).

The modest decline in the amount of the cash credit lines must be seen
against the background of the diversification into new forms of {inancing,
such as the introduction of the ABS program.

Short-term borrowings which are backed by committed medium-term
credit lines are classitied as long-term borrowings. The committed
medium-term lines contain a negative-pledge cdause and a minimum
equity covenant. As at December 31, 2001, actual shareholders’ equity
is well above the amount of the minimum-equity covenant.

The amounts disclosed as long-term borrowings represent outstanding
borrowings under the following arrangements:

e o e 1 ! {0 00 i
__ LIRS t AN R s R R e b

Committed medium-term lines

g

Long-term loan agreements
Private Placements
fotal

|
B

Between 1 and 3 years
Between 3 and 5 years
After 5 years A 47 64

i

Please refer to Note 20 for the protection against interest rate risks.
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(Other current liabil

e=n
E,n\
.
&
=
=
o
3
2
£=.
=3
o
2
‘5J
]
=

_._m_u_::mm Q:m to personnel

Tax liabilities other Em: income ﬁmxmm
Liabilities due to social security
Interest «E‘”m‘ oﬁ:o:w

ﬂ::wr@ mvwazm ‘

Forward contracts

Liabilities due to m:_:mﬁm& noanm:_mm
Deferred income

Sundry

247
38,665

110,040

With the adoption of IAS 39, the Company now states all derivative

financial instruments at fair value. Interest rate and currency options,

as well as forward contracts represent negative fair values of these

derivatives at the balance sheet date (see also Note 2 and 20).

15, Pensions and Similar Chligations

The Company sponsors and/or contributes to various pension plans.

The benetits are provided pursuant to the legal, fiscal and economiic

conditions in each respective country.

The provision for pensions and similar obligations consists of the following:

Defined benefit plans 81,643
ﬂ}mamo\ adidas-Salomon bmw ‘ 65,080
w_:.:_g oc:mm:o:m 10, tm.
M :m and similar oE_o% o:m - 92,088

&0

74,884
60,357
10,137

The actuarial valuations of defined benefit plans are made at the end

of each reporting period. Similar obligations include mainly long-term

liabilities under a deferred compensation plan. The funds withheld are

invested by the Company on behalfl of the employees in certain securi-

ties, which are presented under other non-current assets (see Note 11).

The expenses recognized for defined benefit and contribution plans

are presented in selling, general and administrative expenses. Pension

expenses are as follows:

Um::ma‘cm:m*: UE:m

Thereof: mQﬁmm mmNOSO: AG ‘ ‘ 6,187
Defined contribution U_m:m 11,829
%m:m_o: mxummmmm S M_mmw

21482 |
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Minority interests are attributable to 12 subsidiaries as at December 31,
2001 and 2000, respectively (see Attachment II to these Notes).

These subsidiaries had been mainly set up together with former inde-
pendent distributors and licensees for the adidas brand. Salomon & Taylor
Made Co., Ltd., Tokyo (Japan) is a public company, which is listed on

the Tokyo Stock Exchange since 1995.

Minority interests evolved as follows in the years ended December 31,
2001 and 2000, respectively:

PRy

Minority interests as at January 1

Translation differences (1,387) . ?mom.v
Effect of adopting IAS 39, net of tax 108 -
O:m:mom in companies consolidated ‘ - H 500
Capital injections , . - ‘ 344
Acquisition of minority interests - - 225
Shares sold to third parties , 129 4126
Share in net profit 20,906 25,527
Dividends to third parties (51,349) (2,692)
[Minority interests as at Decomber 31 | 58157 | 88750 |

[

Niv

The nominal capital amounts to € 116,093,952 and is divided into
45,349,200 no-par-value shares.

By resolution of the Shareholders’ Meeting held on May 10, 2001,
the sharcholders of adidas-Salomon AG approved a further contingent
capital increase pursuant to § 4 section 6 of the Articles of Association.
The former sections 6, 7, 8 and 9 of § 4 of the Articles of Association
thus becarne sections 7, 8, 9 and 10.

The corresponding changes to the Articles of Association were entered
into the Commercial Register on July 31, 2001.

Authorized Capital

Pursuant to § 4 sections 2 to 4 of the Articles of Association of adidas-
Salomon AG, the Executive Board shall be entitled, subject to Super-

visory Board approval, to increase the nominal capital

until July 26, 2005

¢ by issuing new shares against contributions in cash once or several
times by no more than € 42,800,000 altogether and, subject to Super-
visory Board approval, to exclude {ractional shares from shareholders’
subscription rights (authorized capital I); and

» by issuing new shares against contributions in cash once or several
times by no more than € 8,000,000 altogether and, subject to Super-
visory Board approval, to exclude shareholders’ subscription rights as
far as fractional shares are concerned or when issuing new shares at a
value not essentially below stock exchange value (authorized capital 1I);
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19. Lessing and Service Arvar

Operating l.eases

The Company leases offices, warehouses and equipment under leases
expiring between one and ten years. Rent expenses aggregated € 108
million and € 99 million for the years ended December 31, 2001 and
2000, respectively.

Future minimum lease payments under non-cancelable operating leases

are as follows:

Within 1 year

Between 1 and 5 years
After 5 years .
Total

Finance Leases

Additionally, the Company leases several premises for administration,
warchousing, research and development as well as production, which

are classified as finance leases.

The net carrying amount of these assets of € 12 million and € 14 million
is included in property, plant and equipment as at December 31, 2001
and 2000, respectively. Interest expense is € 1 million (2000: € 1 million)
and depreciation expense is € 3 million (2000: € 2 million) for the year
ended December 31, 2001.

The minimum lease payments under these contracts over their remaining

terms up to 2008 and their net present value are as follows:

Lease payments falling due:

Within 1 year ‘ 3,143 1,952
Between 1 and 5 years 9,424 Pm&‘
After 5 years ‘ 2,732 4,297

Total lease payments | 15299 | 12815 |

Less: estimated amount

representing interest 3,304 3,420

‘Obligation under finance leases | 11,995 | 9395 |

 Thereof: current | zse5| 1219
‘ " non-current . a0 ] 8,176

The non-current portion of the obligation under finance leases includes
amounts with terms of more than five years of € 3 million and € 4 mil-
2001 and 2000,

lion as at December 31, respectively.

Service Arrangements

The Company outsourced certain logistic and information technology
functions, for which it has entered into long-term contracts. Financial

commitments under these contracts mature as follows:
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Out of the total amount of outstanding hedges, the following contracts In addition, fair value gains on cash flow hedges which are used to hedge
relate to the coverage of the biggest single exposure, the US dollar: an embedded derivative within a specific contract will be released from
equity to the income statement at specified payment dates up to 2008
which are stated within the contract. The embedded derivative is not

separated from the host contract as the economic characteristics and risk

of the embedded derivative is closely related to the host contract. Other
Currency options significant embedded derivatives do not exist at the balance sheet date.
foat
The Company designated a US dollar borrowing of $ 250 million as a
hedge of the net investment in its subsidiary adidas International BV,
Amsterdam (Netherlands). The foreign exchange loss of € 8 million on

the translation of the borrowing was recognized in shareholders’ equity.

Forward contracts N b 18 4 In addition, adidas-Salomon hedges part of its net investment in Salomon
nch:@ ‘ovz‘o‘:m‘ S - 7 o Nc & Taylor Made Co., Ltd., Tokyo (Japan) with forward contracts. The fair
fotat | 3] 2| yalue gain of € 3 million was recognized in equity.

Out of the fair value of € 28 million for forward contracts, € 24 million Management of Interest Rate Risk

relate to cash flow hedges, € 1 million relate to fair value hedges and

L . . Taking advantage of the declining interest rates, the Company reduced,
€ 3 million are attributable to net investment hedges. The total amount

) in a zero cost strategy, the protection level for € 0.4 billion of the euro
shown for currency options relates to cash flow hedges. . . . . . o
interest ratc hedges to a lower interest rate, with the inclusion of a floor
X . at an average rate of 3.6%. As of the end of 2001, the outstanding inter-
The fair value gains as at December 31, 2001 on open cash flow hedges L .
est rate hedges protect the Company’s borrowings in a notional amount
of € 1.5 billion (2000: € 1.8 billion) against a risc of the weighted aver-
age interest rate above 5.45% (2000: 6.5%). Out of this amount, the pro-
tection ends for € 1.2 billion (2000: € 1.6 billion) at a weighted average

rate of 9.2% (2000: 8.9%).

which hedge anticipated future foreign currency purchases will be
transterred from equity to the income statement when the {orecasted
transaction occurs, at various dates within the next year.
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24. Cost by Nature 23. Financial Lixpenses, net

Expenses are presented by function in the income statement. Financial result consists of the following:

Supplementary information on the expenses by nature is detailed below.

Cost of Materials

The total costs of materials are € 3,418 million and € 3,234 million for Interest income ]

the years ending December 31, 2001 and 2000, respectively. Interest expense (107,772) (108,517)
._:nm_.mﬁ mxum:mm;:mﬂ S ] (96.045) (95,905) _

Personnel Expenses Income from S<mm~3m‘q‘:w - o ‘ , w,ﬁ ﬁA

Personnel expenses are as follows: Fair value gains on investments ) 2,181 3126
Other - net, primarily net mxnrmzom _Omwmw Am uamv (1,649)
Financial expenses,net | (101.878) |  (93.954) |

Wages and salaries Please refer also to Note 12 and 20.

Social m.onc:_< contributions ) 74 73

Pension expense 26 24 26, Income Texes

Personnel expenses | 695 ] 630 |

In general, adidas-Salomon AG and its German subsidiaries are subject
to corporate and trade taxes. In 2000 a new corporate tax legislation was

Personnel expenses which are directly attributable to the production costs

. . enacted in Germany, which, among other changes, abolished the split
of goods are included within the cost of sales. ¥ B & P

rate imputation credit system.

Under the old corporate tax system a tax rate of 40% plus a surcharge

of 5.5% thereon has been applied for undistributed earnings on the level
of the Company. Upon distribution of domestic earnings, which had been
subject to corporate tax at 40%, 10 percentage points of corporate tax
and the attributable surcharge thereon were refunded to the Company.
Effective January 1, 2001 a uniform corporate tax rate of 25% plus a

surcharge of 5.5% thereon is applied to earnings.

@@ Q:mo:aﬂmn?ao::ﬁ




\, u@ SJUN0JDY PRjepIosuoY)

am: m_mmmm xE _umtmuwn:

S

qen xe} paiseq

s1esse xe) palids(

| s1e'66 iZ€e'901 -
(8yL'18) (zss'1v)
goo'igk gk
1002 W :
1€ ~=25@ E |

o 5W@EMW3@L~ Eﬁ ._.:.._J )

'SMO[0] SB 129Ys adurjeq 213 uo pauasaxd are Aoy dusy Aioyine

18351} WILS o) 01 21.(3X AJY) JI SO 1€ SAII[IeL] pue S1asse xel paraa(

suonddfoxd aurodur

JO $S20X2 UL STUNOWE O} PIYSIGRISI S| DUBMO[[E UOHPN[RA © TDIYM

10§ “£00T 01 ySnoryl stunowle [enaue panul] ut pazynn aq Ajuo ued

Ul Ued UDIYM ‘SPILMIOJAIIED SSO| XB] SeY DU BILIWY [IION UOWO[ES

-sepipe 13Ny "djqeqord 10U ST SIJIUIQ X1 PIIL|d1 Y1 JO UONEZI[EaI Y]

2outs ‘s1ayrewn duidiswd uierrdd 1o aseyd dn-1eis oy ur uneiado sxe

YoM sotediod Jo S13SSe Xe] PalIdjap 0} I3l SADUBMOE UOIeN[EA

‘19U 10U ${ UOLIIILID SIHL 215UmM paysIjqelsa aIe

S3DUBMOJ[E UOTIBN[BA ‘DINING [qBIISAIO] 3] J0J SSaUISNG 9y jo spadsord

a3y pue s>ueuniojad 1sed oyl uo paseg -apqeqoad st 1yauaq paiepaI oyl jo

UONBZI[ESI YT 1BY1 1UIIXD 213 01 AJUO Paziudodal 218 §19sse Xe) paLdfac]

_w: mﬂwmmm Xe) uotﬂmok

sauliqen xey uw._._w_oE

muZwmm: paxeln
~ Ts1asse uonny

s)asse xe) uw.:w*wo_

‘ wmu:m?&:m.:o‘:m:_mz

|

“si@sse jusnny

“s1o888 1! Ewt:u.coz

) Seune)

oo fkegoor  f 3¢ XB1 P
| 9e9vs | weses | 19en xe
206 190°S mco_m_>oa | pue senniqen peniody
szz9z | wels - )
wsrs | 9oy ‘ ) B
8081 w1z | T T g1asse uanna-uoy
| 1geest | eovozr [ sk
| @sr'io) | 6sLve) |  sed e u
Nmo m: wmo Pmp mﬂ:m?ho;.:mu mmo_ xE nQE:E:UU<
6v9°19 N wovs 1 7 m:o_w_>oa v:‘m‘ww::_nm: UwEuu<
68804 ewor | ‘ ‘
LS5 cwm TR S
0004 004 T W
1€ %g & 29g :

1MO13q AqeI Yl

Ul pa[leldp suail ) 01 a[gemqune are Auedwro) dy) Jo Saxel palidjaq

. suonerado

URULIAD S11 0] PAIR[RI $20u1afyIp A1erodwian Jo so0uanbasuod (9,6°¢ jo

a8retpIns e “pur) xe) derodiod pue apen 2INMY JO TUIWIINSLIW IY] 10§

% /L€ JO 21el1 Xl papuaiq e sasn Auedwo) a1 0007 ‘1€ JAGUWIIA( DU

‘sasodind xer uonerodiod 10§ dWODUL JO UCHBUTULIIIP Y] UT IGIIPNPIP SI

[oias “awodul afgexel Jo 9,1 Aeunxoidde st xel apens fedpunu ayy,




p

w Consolidated Accounts

Deferred taxes attributable to fair value adjustments of qualifying hedging
instruments (see Note 20) are recognized directly in equity. As at
December 31, 2001 the resulting debit to equity amounted to € 4 million.

The Company does not recognize deferred tax liabilities for unremitted

earnings of non-German subsidiaries, which are expected to be perma-

nently invested in international operations. The earnings could become
subject to additional tax if they were remitted as dividends, or if foreign
earnings were loaned to the Company, or if the Company should sell its
shareholdings in the subsidiaries.

The Company estimates that the distribution of these eamings would
result in € 9 million and € 17 million of additional withholding taxes as
at December 31, 2001 and 2000, respectively.

Tax expense is split as follows:

0 )
Current tax expense H 155,167 112,726
Deferred tax (income)/expense M (8,222) 26,884
income taxcexpense | 146045 | 139610 |

Current taxes in the amount of € 2 million which relate to net invest-
ment hedges have been credited directly to shareholders’ equity (see also
Note 20).

The effective tax rate of adidas-Salomon differs from an assumed tax rate
of 40% as follows:

Expected income

tax expense 150.5 138.6 40.0
Tax rate differential (48.6) (39.0) (11.3)
zo:.Qm,an:_o_m ‘

goodwill amortization 161 4.3 15.7 4.6
OSm,q non-deductible .

expenses 16.1 4.2 17.3 5.0
Change in tax mmﬂmm j - - (0.7) (0.2)
Losses for which _om:m:”,m w‘ ,

were not recognizable |

and changes in

valuation allowances 55 1.4 0.3 0.1
Other, net 3.6 1.0 2.2 0.6
e o | s ses |
Withholding tax expense 3.7 1.0 5.2 1.5
income tax expense | 1469 390 | 1396 03 |
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@@ Consolidated Accounts

Information about the Company’s segments in accordance with the management approach is presented below:

Segmental Information by Brand

Gross profit
in % of net sales
Operating va?
nssets
Liabilities

nmvsm.‘mxu“m:amaa‘ ‘ )
>303Nm:o: mm&;&quwnmm:o:

excl. goodwill amortization

Q_‘omm; profit

in % of :mw mm~mm

vaamz.:@ ?o?

>mwmﬂm ‘

Liabilities

nm.vzm_ mxum:m:c_,.m
>30:~N,m‘zo:. m:a«aqumn.m:oﬂ.

excl. goodwill amortization

1,234

1,869

20

23
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Net sales to third parties are shown in the geographic market in which
the revenues are realized. Inter-segment sales represent sales to opera-
tional units not belonging to the same region; the global sourcing func-
tion is shown in the Headquarter/Consolidation column.

Transactions between the segments are based on the dealing-at-arm’s-
length principle. However, certain charges between legal entities are not
reflected in above reporting format.

Segment assets include all operating assets and comprise mainly accounts
receivable, inventory, property, plant and equipment as well as intangible
assets. Segment liabilities comprise operating liabilities and consist prin-
cipally of trade and other payables and accrued liabilities and provisions.
Non-allocable items include goodwill, financial assets, assets and liabilities
relating to income taxes and borrowings, which are included in the
Headquarter/Consolidation column.

Capital expenditure, amortization and depreciation relate to segment
assets; the acquisition of goodwill and the inception of finance leases
do not affect capital expenditure.

24, Cash Flow

The Company acquired all outstanding shares of adidas Danmark A/S,
Them (Denmark) and Cliché S.A.S., Lyon (France) in 2001 (see also Note 3).

The fair value of the net assets approximated the book value of the net
assets acquired, and it was not necessary to establish a restructuring pro-

vision,

The assets acquired and liabilities assumed were as follows at the date of

the acquisition:

Inventories ) 11,371
Receivables and other n.c.:,w:_ asseis Mio
Property, plant and mn&vSmE 510
Goodwill and other _Em:mwc_,m assets E.‘wco
Investments w:a other non-current assets 8 ‘
Accounts payable and o.z_m_. liabilities ‘ (11,583)
Short-term borrowings (2,855)
Long-term bank borrowings (71
Totalacquisioncost " qogsa |
Less: cash acquired {140)
Cash flow on acquisition net of cash acquired 19519 |
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30. Fquity Cornponsation Boenefits

Special Reward and Incentive Plan (SRIP)

adidas-Salomon AG implemented a one-time offer share option plan
during the second quarter of 1997 for certain key employees and
Executive Board members. The options can be exercised at a tixed
pre-determined price. The rights and terms governing the exercise are
fixed in the option agreement. One half of the options were exercisable
immediately after the implementation of the plan. The other options
were exercisable in tranches through December 31, 2001. A total of
440,000 options were granted to exercise the equal number of shares.

The option plan is sponsored by two shareholders (Robert Louis-Dreyfus
and Christian Tourres) who supply the shares which are required to fulfill
the Company’s obligation under the plan. The shares are made available
at a value equal to the exercise price of the options. The contribution
(being the difference between realized share price and exercise price

for options exercised) from the two shareholders for the years ended
December 31, 2001 and 2000 of € 1,775,828 and € 259,874 respectively
is shown as extraordinary income; the respective expenses of the same

amounts are included in the selling, general and administrative expenses.

Stock Option Plans

On May 20, 1999, the Ordinary Shareholders” Meeting resolved contin-
gent capital in the amount of € 3,500,000 to grant stock options for
no-par-value bearer shares. These stock options were to be granted to the
members of the Executive Board of adidas-Salomon AG, to the Managing
Directors/Senior Vice Presidents of its affiliated companies as well as to
further senior executives and executives of adidas-Salomon AG and its

affiliated companies.

Under the adopted stock option plan, the Executive Board has been
authorized to issue non-transferable stock options for up to 1,367,187
no-par-value bearer shares to the above mentioned persons until August
27, 2004. The granting of stock options can take place in tranches that

shall not exceed 25% of the total volume for each fiscal year.

There is a two-year vesting period for the stock options and a term of
approximately three years upon their respective issue. In the reporting
year, 341,100 stock options were issued in Tranche 1M of the program.
Of these issued options, 339,950 still exist on the balance sheet date. Of
the 329,700 stock options from Tranche Ii, issued in the previous report-
ing year, 294,800 exist at year-end 2001. Of the 263,000 stock options
issued in Tranche I in 1999, 190,050 still exist at year-end 2001,

The stock options can only be exercised subject to the attainment of at
least one of the following performance objectives:
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Employees

The average numbers of employees are as follows:

Sales companies

Sourcing/Production

Global marketing/Research
and development :
entral functions wmo
13,157

727
1380

Remuneration of the Supervisory Board and Executive Board of adidas-
Salomon AG.

Supervisory Board remuneration
Executive _wOm& remuneration
_Nm_.:‘::m&:o: of former members v 3 ,
of the Executive Board : 1,909 68
Thereof: Pension payments to former , 1 ‘
members of the Executive Board - 68 68
Pension oczummo:‘m mmmmqa.sm ‘ ‘

former members of the Executive Board 1,968

Under the stock option plan of adidas-Salomon AG at the balance sheet
date, members of the Executive Board hold non-transferable stock options
on 88,400 shares of adidas-Salomon AG. For details of the stock option

plan please refer to Note 30.

Effective January 15, 2002 adidas-Salomon has purchased 100% of the
shares of the Canadian outdoor specialist Arc’Teryx Equipment Inc. for
an amount of € 18 million. The Vancouver-based Arc'Teryx specializes
in technical outerwear, performance backpacks and climbing equipment.
The acquisition will be accounted for using the purchase method.

Herzogenaurach, February 15, 2002

The Executive Board of adidas-Salomon AG
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Consolidated
Accounts

Slait
(urios dpithherasemcy A am WW; j i K bl L 1ge %m bk s el Tl iR Heod e “W
; ,” “ Ww ._: wm { i ¥l floz Ents Yimentsiie tanableliy w. m nd i
! i il # F | relongeyfe : ﬁ K buildings

AcqUiSIonicos ERi: SUlhii | e L ome Gemeeton ; 4 i : B
cmnmacmqwi 1999 - ‘ 740419 108343 i:ﬁﬁ: ) ;im% mwm %1 _mf% ‘

Currency mﬁmﬁ 1,215 147 - 1,362 563

Additions ) Abdm 20,214 9 25,035 14,51

Changes in companies consolidated - 33 - 35 -

Transfers - 15,483 (8,874) 6,609 41,722

Disposals (369) (2,011) (59) (2, &wcv (26, NBS
IDecember 31, 2000 S 746077 142209 9 | 888295 | 218563

Oclmanﬁ ‘m‘mw‘ﬂ‘ ] ] ) ) , 939 ] iow Gv ) ;Noao 1,901

Additions o 19,314 43,149 165 62,628 10,546

ﬁ:m:@mm S‘no:.imamm no:mna‘am.mn‘ - - - - dmo

Transfers - mwm - 522 Q 869

Disposals (78) © (13,900) ) (14,022) (18,292)
iDecember 31,2001 766252 173082 939,463 230746

IDecember 31, ;8 “““ S B o ::.%m - :.38, 64735
Currency effect - 1,035 17 - 1,152 166
Additions 39,545 21,946 - 61,491 11,080
Write-ups - - - - -
Changes in companies oo:mo_mam.ﬁm.u - - - - -
Transfers 13 154 - 167 13,027
Disposals (368) : 510) - (1,878) (7,767)

iDecember 31. 2000 - 1450649 64585 - | 209634 | o824
Currency effect - 822 410 , - 1,232 662
Additions 40,390 21,770 - 68,160 13,380
Write-ups \ - - - - -
O:mlmmw in companies consolidated - - - - 99
Transfers - 2,691 - 2,69 286
Disposals (78) (13,376) - (13,454) (9.878)

\December31.2001 186,183 82,080 5,790

[Nt czryimg ot T L i
December 31, 1999 635, mﬁ sm 8.« 123, &a
December 31, 2000 601,028 678,661 137322
wu‘.‘w‘w‘m“i‘mﬂw«_ 2001 - - 580.068 ) 671200 | 146956
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Im.ﬁoom:m:qmnr hOm:ﬂm:S 90

Om< OE:QmEQm@mmmzmn:m: Imﬁomm:wc-mnz EUI & no KG

a:mnz,\
Om< Grundstiicks- mmﬂm_:@c:@m@mmm:mn:m: Imﬁomm:mc-mn: SGI ‘ Herzogenaurach (Germany) L . ~ EUR 32 _ directly 100
erima Sportbekleidungs GmbH N ‘ Piullingen (Germany) DEM 5712 directly 51
adidas Versicherungs- <93_:_c=©m OBUI o o Herzogenaurach (Germany) . o EUR ‘ 26 directly 100

*mc_.oum (incl. Z.._nm m:n_ Z_n&m mmmc

5  adidas Sport GmbH - ~ Cham (Switzerland) ‘ CHE 13310 directty 100
6 Salomon Schweiz AG. _ ~ Cham (Switzerland) B ‘ CCHF 5503 12 100
7 Saragan SA® " Fribourg (Switzerland) - i CHF 276 diectly 100
8 adidas Austria GmbH . ‘_‘Q‘m‘@mic} (Austria) . R  EWR 16,440 ‘o_:‘mn:( 9589
4 ‘ ‘ o _ . I 4
9 wm_o:._o: Omﬂm:m_n: OBUT_ ) - N - ) ) ) wiom:?; 3:%:3‘ o ‘ mc‘m‘ ‘ ) Nwwm ; ] 2 100
10 adidas Salomon France SA - ‘ ‘zmn..qmm&\ :uqm:mmv o . : EUR o me:w - ‘m:mm?\ - 85.5
‘ ‘ . ‘ ‘ - . R, 14.5
1 adidas Sarragan France S.a.rl. - " Landersheim (France) B EUR 39773 10 100
12 Salomon S.A. ‘ ‘ , . Annecy (France) ‘ ‘ EUR 274,637 10 100
13 SalomonIPFSAS®® © Metz-Tessy (France) ‘ EUR 3 1 100
14 Cliché S.AS. - i , Lyon (France) o EUR @9 12 100
15 erima France Sa.rl . Landersheim (France) _ EUR 576 3 100
16 Mavic SA. . - o «  Annecy (France) EUR 11,980 12 100
17 adidas International B.V. . Amsterdam (Netherlands) UsD 509913  directly 96.2
B . , 1 3.8

._m mQ.Qmm _Em_‘:m:o:m:qma_:@ B.V. ‘ ] ‘ >3w5&m3 (Netherlands) ] EUR mmavm‘mw }.Q:mnz< ‘ 100
3‘ mQ.Qmm mm_OBO: _:53@:05_ T:msnm m V. e \ ] “ ‘ ) >3mmmqmm3 Azmﬁsmzmamv o ‘ - ] EUR ‘ ) No 7 ‘ 100
20 ‘mo__amm mm:m_cx w.<. ) o ] o ) ‘ - >3£m&m3@2m3m:msamv . mCﬁ B wkmm . ‘m:mmz«\ ) 100
21 adidas Belgium N.V. o - ‘  Brussels (Belgium) . ©EWR 2818 20 100
22 BIG LA N.V? ‘ " Houthalen (Belgium) ‘ BEF 522 2 50
25 adidas (UK) Ltd.” , " Stockport (GreatBritain) . ~ GBp 83268  directty 100
24 adidas (ILKLEY) Ltd.®® - ~ Stockport (Great Britain) GBP - 100
25 lerasport (UK)Ltdo® B  Stockport (Great Britain) - GBP -3 00
26 Sarragan (UK.) Ltd."™ o ~ Stockport (Great Britain) GBP - n 100
27 adidas Trefoil Trading (UK) Ltd.>®  Stockport (Great Britain) < - 26 100

p—
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60
61

62
63
64

[North America

65

66 maam‘m America _zn.u.

67 adidas Promotional Retail Obmqm:o:w‘_zn.z
68 maamm Sales Inc.?

69 adidas Village Corporation?

70 adidas Interactive inc.¥

71 TaylorMade Golf Co. Inc.

72 Salomon North America, Inc.

73 Salomon Design Center Inc.

74 Bonfire Snowboarding, Inc.

75 Mavic Inc.

76 adidas-Salomon Canada Ltd.

77 mmﬁEo: Canada Sports Ltd.™

|Asia/Pacific

78 .m&n_m‘m.mmpoio‘: ‘_‘J‘ﬁwﬂq‘_‘m:o:m_ ‘m‘Oc‘R‘m:u _.&..‘v ‘
79 adidas Hong Kong Ltd.

80 adidas (Suzhou) Co. Ltd.

81 Guangzhou adi Sporting Goods Ltd."”

82 Ocmsm_N:o: Adi Trade & Om<w.ov3w2 Co. Ltd

#

a-RET Tekstil ve Deri Uranleri Tic. A.S.?
adidas Salomon Middle East L.L.C.

adidas Middle East SAL

adidas Lebanon SAL™

adidas Egypt Ltd."”
adidas lsrael Ltd.
adidas (South Africa) (Pty) Ltd.

adidas Salomon North America [nc.?

d @M Consolidated Accounts

adidas Spor Malzemeleri Satis ve Pazarlama A.S.

10)

Istanbul (Turkey)
Istanbul (Turkey)
Dubai (United Arab Emirates)

Beirut ermc.m:o:.v
Beirut (Lebanon)

Cairo (Egypt)
Tel Aviv (Israel)

Cape Town (South E:nmv

~ Portland, Oregon (United States)

mvm;m:_ugp South Carolina (United States)
Portland, Oregon (United States)
Portland, Oregon (United States)
Portland, Oregon (United mﬁ:m&
Beaverton, Oregon (USA)

Carlsbad, California (United States)
Beaverton, Oregon (USA)

Boulder, Colorado (United States)
Portland, Oregon (United States)
Haverhill, Massachusetts (United States)
Toronto (Canada)

Montreal (Canada)

Hong Kong An!:& ‘
Hong Keng (China)
Suzhou (China)
Guangzhou (China)

Guangzhou (China)

UsD
HKD

usD.
usD
UsD

s
ZAR

UsD

)
usD
)
USD
usb
UsD
usD
uSsD
usD
USsD
CAD
CAD

CNY
CNY

CNY

50
6,786

500
(89)

(2,404)
(11,383)
24,836

420,433

33,812
17,918
1,164
3,178
4,375
22,824
6,707

170,453

67,051
99,640
8,253

(69,872)

16,805

1
indirectly
11

"
indirectly
directly
directly
directly

65
65
directly
12

18
directly
directly
directly

indirectly
indirectly

81

100

100
100
90
10
50
50
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Accessories Products including headwear, socks and Corporate governance The distribution of rights and responsibilities

non-protective gloves. among different participants in a company,
Asset-backed securities  Securitization of trade receivables. A ‘ such as the Executive Board, the Supervisory
(ABS) According to 1AS, both the receivables and Board, managers, shareholders and other stake-
financing associated with this program are holders. It spells out the rules and procedures
‘ ‘ included on the consolidated balance sheet. for making decisions on corporate affairs.
Athletic mvmnmmzvx ‘ A major distribution channel for adidas Corridor mvw&mnr ‘ A range of plus or minus 10% around a
retailers products in terms of sales. These stores company's best estimate of post-employment
specialize in merchandising athletic footwear benefit obligations (1AS 19). Outside that
and apparel products to the 12-24 year-old range, it is not reasonable to assume that
urban consumer group. Key buying motivators actuarial gains or losses will be offset
of these consumers are design and technology ‘ o in future years. o N
y . underpinned with strong marketing activities. Cost of mw@gm sold  The costs of cEmszm and Emw.:;mn‘ﬁc::m‘
Clearance sales " Sales made outside the course of normal products. This figure includes costs for raw
business, arising from a pre-planned commer- materials plus the costs of production and
cial decision by Management to make discounts delivery. )
to the list price of articles (normally post- ncz,_m:n«?_amc?m_‘ ‘ Financial figures translated at vaca-w\nmq
season) in order to clear excess stock. This does exchange rates. This indicates increases or
not include sales where a price discount is given decreases to reported figures by eliminating
in the normal course of trading with the client, variances arising from currency translation.
; e.g. volume discounts. ) Current inventories Inventories within the Q:R.E.ﬁm:wm offering,
Commercial Paper Tradable unsecured promissory Notes available for sale within the current season.
issued for purposes of short-term financing. Current receivables Receivables that are “not yet due”. 3559:
Commercial Paper is issued on an ongoing, is expected within the agreed customer trade
revolving basis with maturities typically terms.
- ) between seven days and 12 months. ) Customers Wholesalers and retailers to whom the adidas-
Consumers o End users of adidas-Salomon Een:n?.“ o Salomon sales organizations sell products.

the public at large.

Glossary
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7> Glossary

X

)

L.ocal production

Marketing working
budget

25012 ::m_,mmmm

o_um_.m::c‘ expenses

Products independently manufactured and

sold by adidas-Salomon subsidiaries in their
own markets.

Promotion and communications spending
including sponsorship contracts with teams
and individual athletes, as well as advertising,
retail support, events and other communication
activities, but excluding marketing overhead
expenses.

The part of net income which is not attributable
to a company. Outside ownership interests in
subsidiaries that are consolidated with the
parent company for financial reporting purposes.
nomﬁm associated with running a business

but not directly attributable to the products

or the services sold. This refers to sales and
marketing, research and development, and
general and administrative costs.

Operating working
capital

Option

Order wmnx_o,mmt

oér-wﬁm: activities

Point-of-sale activities

Product licensees

The figure measuring in the net operating
assets that a company must procure in order to
finance its day-to-day business. It is the sum
of receivables and inventories less accounts
payable.

Financial instrument which involves the

right to purchase (call option) or the obligation
to sell (put option) a particular asset (e.g. shares
or foreign exchange) at a pre-determined price
(strike price) on or belore a specific date.

The value of orders received for future
delivery. At adidas-Salomon, orders are
received approximately six months in

advance, depending on the scason. This
information is used by the market as an
indicator of future sales performance.

Sales directly generated through a store
operated by adidas. This includes factory
outlets, concept stores (e.g. Originals and
Forever Sport stores), e-commerce and
shop-in-shops.

A retail in-store EnmnEmzo: that displays
products and provides information to con-
sumers at the place of purchase.

Companies that are authorized to use the name
of adidas to manufacture and distribute sports
watches, sports eyewear, bodycare products

and fragrances.
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B! %\,w Segmental Information
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ZE mmﬁmm
Gross ‘qu:” B
Operating profit

Operating assets

salomon®
‘Zmﬂww@mm ) L N ) .
Grossprofit ‘ -
Ocmq‘mzzm“v_.‘oa o o ] )

Operating mwwmﬁm i ) o
TaylorMade-adidas Golf

Net sales
Gross profit
Operating profit

Operating assets
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2000 1]
P&L Data (euros in millions)
Net sales 6,112 5,835 5,354 5,065 3,425 2,408 1,790
Gross profit 2,601 2,528 2,352 2,124 1,437 960 710
Operating profit 475 437 482 , 416 316 192 129
Royalty and commission income 42 43 . 35 . 45 44 49 ‘ 51
Financial result _ (102) (94) (84) (115) (16) (6) (24)
Income before taxes 376 347 398 319 346 271 151
Income taxes 147 o 153 105 o 55 22
Minority interests . 21 B 18 9 o n 4
Net income? o 208 182 228 205 237 Rty 125
P&L Ratios
Gross margin 42.6% 433% 43.9% 41.9% O oa9%  398% 39.7%
SG&A expenses as a percentage ‘ ;
of net sales 33.3% 34.5% 33.8% 32.7% 31.8% 30.9% 31.3%
Operating margin 7.8% 7.5% 9.6% m..ma\._ 9.2% 8.0% 6.9%
Effective tax rate 39.0% 40.3% 38.4% 33.0% 27.5% 24.0% 14.5%
Net income as a percentage . ‘
of net sales? 3.4% 3.1% 4.3% 4.0% 6.9% 6.7% 7.0%
Working capital turnover 4.1 4.1 4.9 (15.5) 319.0 8.5 10.2
Interest coverage 4.9 4.6 6.1 48 21.2 141 8.8
Return on equity? 20.5% 22.3% 33.5% 44.2% 33.0% 32.9% 42.5%
mmES on capital employed® 167% 17.0% . 20.7% 20.5% um.mﬁ ‘ 35.2% 35.0%

ﬁ m: @ Financial Highlights: Overview since IPO
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lenda@2002

Preliminary Full Year 2007 Results

Press release

March 7

Full Year 2001 Results

Press release

Analyst and press conferences
Webcast

Analyst conference call

May 2

First Quarter 2002 Results
Press release
Webcast

Analyst conference call

L EVR:]

‘Webcast

Annual Generat Meeting (in Firth/Bavaria)

May 9

Dividend paid”

August 7

FirstiHalf 2002 Results
Press release

Webcast

Analyst conference call

November 7

__Analyst conference call

Nine Months 2002 Results :
Press release
Webcast

* Subject to Annual, Genéral Meeting approval

adidas-Salomon AG
World of Sports
91074 Herzogenaurach

Germany
Tel.: +49 (0) 9132 84-0
Fax: +49 (0) 9132 84-2241

Internet: www.adidas-Salomon.com

Investor Relations

Tel.: +49 (0) 9132 84-2920 / 3584

Fax: +49 (0) 9132 84-3127

E-Mail:  investorrelations@adidas.de
Internet: www.adidas-Saloman.com/en/ir/

adidas-Salomon is a member of DIRK

(National Investor Relations Insfitute, USA).

Concept. Design and Realization.
adidas-Salomon|AG
Kirchhoft Consult AG
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