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FINANCIAL STATEMENTS of adidas AG

BALANCE SHEET (euros in thousands)

Note 31.12.2007 31.12.2006

A S S E T S

FIXED ASSETS (1)

Intangible assets (2) 38.558 26.112

Tangible assets (2) 114.980 111.329

Financial assets (3) 3.286.806 2.862.077

3.440.344 2.999.518

CURRENT ASSETS

Inventories (4) 16.955 16.437

Receivables and other assets (5) 1.123.434 1.411.814

Securities (6) 2.507 2.537

Cash and cash equivalents (7) 11.498 6.170

1.154.394 1.436.958

PREPAID EXPENSES (8) 127.615 145.532

4.722.353 4.582.008

E Q U I T Y  A N D  L I A B I L I T I E S

EQUITY

Subscribed capital (9) 203.629 203.537

    Contingent capital 1999 1.456
    Contingent capital 2003 35.998
    Contingent capital 2006 20.000

Capital reserves (9) 819.850 819.675

Revenue reserves 1.062.139 1.062.139

Retained earnings (10) 128.545 85.639

2.214.163 2.170.990

UNTAXED RESERVE (11) 6.650 6.972

ACCRUALS (12) 237.585 199.153

LIABILITIES (13) 2.263.900 2.204.807

DEFERRED INCOME 55 86

4.722.353 4.582.008
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FINANCIAL STATEMENTS of adidas AG

STATEMENT OF INCOME (euros in thousands)

Note 2007 2006

Sales (15) 816.564 799.490

Change in inventory 647 123

TOTAL OUTPUT 817.211 799.613

Other operating income (16) 507.255 651.184

Cost of materials (17) -429.082 -420.929

Personnel expenses (18) -223.984 -213.340

Depreciation and amortization of tangible

and intangible assets (19) -33.069 -36.067

Other operating expenses (20) -668.641 -840.695

INCOME FROM OPERATIONS -30.310 -60.234

Income from investments in related companies (21) 125.973 91.370

Profit received under a profit

transfer agreement (22) 90.790 189

Depreciation on financial assets (23) -3.350 -1.308

Interest result (24) -51.189 -35.042

INCOME FROM

ORDINARY ACTIVITIES 131.914 -5.025

extraordinary result 0 -183

INCOME BEFORE TAXES 131.914 -5.208

Taxes on income (25) -3.089 24.242

Other taxes -434 -186

NET INCOME 128.391 18.848

Retained earnings brought forward 154 541

Earnings appropriated to earned surplus 0 66.250

RETAINED EARNINGS 128.545 85.639
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Notes to the Financial Statements of adidas AG  

For the Year Ended 12/31/2007 

 

In the interest of providing a clearer overall picture, certain items in the balance 
sheet and income statement have been combined as permitted in § 265 (7) German 
Commercial Code (Handelsgestzbuch, "HGB"), and have been disclosed and explained 
separately under the numerical text reference indicated below. 

The list of shareholdings in adidas AG as required by § 287 HGB is published in the 
Electronic Federal Gazette. 

Accounting Policies 

 

The annual financial statements have been prepared in accordance with the following 
accounting policies, which have remained unchanged since the previous year. 

Acquired intangible fixed assets are recognized at cost and subject to periodic 
straight-line amortization. Tangible fixed assets are recognized at cost. All 
recognizable production costs have been included in the cost. Interest costs have 
been included in measuring the cost of the equipment for the Uffenheim warehouse. 
Items with a limited life are depreciated/amortized over their expected useful lives.  

Chattel assets and business premises belonging to adidas AG are mainly depreciated 
using the declining-balance method, applying the rates permitted for tax purposes. 
As of 2001, assets acquired are subject to the highest possible depreciation rate 
using the declining-balance method.  

The estimated useful life of business premises is 50 years maximum and from two to 
ten years for technical equipment and machinery, other equipment, and operating 
and office equipment. The refurbishment costs recognized in adidas AG's balance 
sheet of buildings comprising the World of Sports headquarters, owned by GEV 
Grundstücksgesellschaft Herzogenaurach mbH & Co. KG, a company within the 
adidas AG Group, are being written down over 20 years. The factory outlet building is 
being depreciated over 33 years. The newly-completed buildings owned by adidas AG 
and located on the World of Sports premises are being depreciated over 50 years. 
Minor-value assets are written off in full in the year of their acquisition and are 
shown as disposals in the statement of changes in fixed assets. 

Impairment losses are also taken if an impairment is anticipated to be other than 
temporary. 

Long-term financial assets are recognized at cost, less repayments in the case of 
loans. To the extent necessary, write-downs are made to their lower fair value. If the 
reasons for the write-down no longer apply, a reversal is recognized. 

Inventories are measured at the lower of cost or market. Manufacturing costs 
comprise direct costs that must be recognized and recognizable overhead costs. 
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Allowances are taken for discernable fashion and technical risks, age structure, and 
marketability. 

Receivables and other assets are generally recognized at nominal values. Individual 
adjustments and allowances for doubtful accounts are taken to cover discernible 
risks. 

Derivative financial transactions entered into with banks by Group Treasury 
(primarily forward currency and currency option transactions) are related to 
underlying transactions with group companies. Hedge accounting is applied if there 
is a direct hedging relationship between these transactions. Unrealized losses are 
recognized in net profit or loss if they are not covered by unrealized gains in the 
hedge accounting. Derivative transactions that are not recognized using hedge 
accounting are measured individually at fair value. Any resulting losses are 
recognized in the income statement. 

The fair value of interest rate swaps and cross currency swaps used for hedging 
purposes is calculated using generally accepted models such as, for example, the 
"Markov Functional Model". No additional interest rate hedges were entered into in 
the fiscal year just ended; there were no open interest rate options as of the end of 
the fiscal year. 

Subscribed capital is recognized at the nominal amount. 

Provisions for pensions and similar obligations at adidas AG are recognized based on 
actuarial opinions using the present value under the German entry age normal 
method (Teilwertverfahren) pursuant to § 6a German Income Tax Act 
(Einkommensteuergesetz, "EstG") and applying a 6% discount rate (previous year: 
5.5% to 6%). The 2005 G mortality tables published in July 2005 by Prof. Klaus 
Heubeck were used for this purpose. 

Other provisions cover all discernible risks and uncertain obligations and have been 
recognized in the amount required based on prudent business judgment. 

Liabilities are recognized at their nominal amount or their higher repayment amount. 

Receivables and liabilities denominated in foreign currencies are translated using 
the end-of-month rate prevailing for the month prior to the transaction posting date. 
Exchange rate losses are recognized at the balance sheet date unless there is a 
closed position.  

In accounting for stock option plans, no expense is recognized for the difference 
between the exercise price and the market value of the shares or for the intrinsic 
value of the stock options granted.  

 

The contingent liabilities from payment guarantees and warranties reported 
correspond to the borrowings and obligations of subsidiaries as of the balance sheet 
date. 
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1. Fixed assets 

Please see Appendix 1 to the notes on the financial statements for the statement of 
changes in fixed assets pursuant to 268 (2) HGB. 

 

2. Intangible fixed assets and tangible fixed assets 

       

In € thousands    12/31/2007  12/31/2006 

       
Balance as of 01/01   137,441  120,539 

       
Additions    49,418  53,028 
       
Disposals    252  59 
       
Depreciation, amortization and write-downs    33,069  36,067 
       
Balance as of 12/31   153,538  137,441 

 

The significant additions primarily concern assets under construction (€ 14,709 
thousand), licenses for standard software, fixtures and fittings for adidas shops, and 
standard hardware. 
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3. Long-term financial assets 

     

In € thousands  12/31/2007  12/31/2006 

     
Balance as of 01/01  2,862,077  2,039,698 

     
Additions  1,092,596  830,391 
     
Disposals  667,820  12,204 
     
Reversals  3,303  5,500 
     
Amortization and write-downs   3,350  1,308 
     
Balance as of 12/31  3,286,806  2,862,077 

 
The additions relate primarily to the € 400,000 thousand capital increase at adidas 
International B.V., Amsterdam, Netherlands. The remaining additions and disposals 
essentially concern the transfer of certain equity investments from adidas AG to 
adidas International B.V., Amsterdam, Netherlands.  
 
The reversals relate primarily to adidas Sverige AB, Stockholm, Sweden (€ 2,500 
thousand).  
 
The amortization and write-downs primarily concern Immobilieninvest und 
Betriebsgesellschaft Herzo-Base GmbH & Co. KG, Herzogenaurach (€ 2,300 
thousand). 
 

4. Inventories 

     
In € thousands  12/31/2007  12/31/2006 

     
Raw materials, consumables and supplies   1,799  2,289 
     
Work in progress   1,170  690 
     
Finished goods and merchandise  13,986  13,458 
     
  16,955  16,437 
 

Inventories relate to raw materials, consumables, and supplies for production 
purposes, work in progress in the production process, and merchandise at the 
Company's own adidas shops, the factory outlet, as well as merchandise of adidas 
AG's "Sport Style" and "Porsche Design" brands.  
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5. Receivables and other assets  

    

In € thousands 12/31/2007  12/31/2006 

    

Trade accounts receivable  49,848  34,618 
    
of which with a residual maturity of more than 
one year 0  0 

Receivables from affiliated companies 1,046,308  1,332,796 
    
of which with a residual maturity of more than 
one year 65,581  103,631 

    
Other assets 27,278  44,400 

    
of which with a residual maturity of more than 
one year 1,495  771 

    
 1,123,434  1,411,814 

 

The receivables from affiliated companies primarily concern receivables in 
connection with Group Treasury activities. Group Treasury balances out any fund 
surpluses or deficits at subsidiaries through adidas AG. The reduction in these 
receivables in 2007 resulted primarily from the capital restructuring within the 
adidas Group. 

Other assets include mainly receivables from tax authorities, assets from recognized 
option premiums, and accounts payable with debit balances. Other assets also 
include € 4,306 thousand in accrued interest income that had not yet legally accrued 
as of the closing date. 

 

6. Securities 

    

In € thousands 12/31/2007  12/31/2006 

    
Other securities 2,507  2,537 
 
 

The investments serve as a security against insolvency for partial and early 
retirement liabilities.  
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7. Cash and cash equivalents 

      

In € thousands   12/31/2007  12/31/2006 

      
   Cash-in-hand, bank balances  

and checks 11,498  6,170 
 
 

8. Prepaid expenses 

      

In € thousands   12/31/2007  12/31/2006 

      
Issue discount on convertible bond 83,759  91,532 
      
Discount on promissory note loans 2,493  3,665 
      
Advertising and promotion agreements 29,871  36,257 
      
Other   11,492  14,078 
      
   127,615  145,532 
 

Prepaid expenses include € 83,759 thousand on the discount on the 2003 convertible 
bond issue through adidas International Finance B.V., Amsterdam. The discount is 
being amortized on schedule over the expected term of the convertible bond. The 
amount amortized in the current year was € 7,773 thousand. An additional € 29,871 
thousand relates to accrued expenditures in connection with long-term advertising 
and promotion agreements with sports clubs and athletes. The discount on 
promissory note loans includes € 1,267 thousand as a discount and € 1,226 thousand 
as a capitalized commitment fee. Other prepaid expenses mainly comprise advance 
payments for insurance premiums and maintenance. 

 

9. Subscribed capital/capital reserves 

 
The share capital of adidas AG was € 203,536,860 as of December 31, 2006, allocated 
to 203,536,860 no-par value bearer shares (“shares”) and was paid-in in full. 
 
In January 2007, the share capital was increased to a total of € 203,567,060, divided 
into 203,567,060 shares, as a result of the exercise of a total of 7,550 stock options in 
November 2006 and the issuance of 30,200 shares as part of adidas AG's 
Management Share Option Plan (MSOP). This increased the capital reserve by 
€ 175,296. 
 

10



In July 2007, the share capital was further increased to a total of € 203,625,060, 
divided into 203,625,060 shares, through the exercise of a total of 14,500 stock 
options in May 2007 and the issuance of 58,000 shares in connection with the 
Company's MSOP.  
 
In October 2007, the share capital was again increased as a result of the exercise of a 
total of 975 stock options in August 2007 and the issuance of 3,900 shares as part of 
the MSOP.  
 
As of the balance sheet date, the company's share capital totaled € 203,628,960, 
divided into in 203,628,960 shares. It is fully paid in. 
 
In January 2008, the share capital of adidas AG was further increased by € 16,000 as 
a result of the exercise of 4,000 stock options in November 2007 and the issuance of 
16,000 shares in connection with the MSOP.  
 
On February 15, 2008, adidas AG's share capital thus amounted to € 203,644,960, 
divided into 203,644,960 shares. 
 
The change to the amount of the nominal capital resulting from the above 
transactions up through the end of January 2008 was entered into the commercial 
register on February 4, 2008. 
 
Each share has one vote and is entitled to dividends in the year it is issued. 
 

Treasury shares held directly or indirectly based on the authorization of the 
Executive Board granted by resolution of the Annual General Meeting on May 10, 
2007, are not entitled to dividend payment in accordance with § 71 b German Stock 
Corporation Act (AktG – Aktiengesetz). 

 
Authorized capital 

 
The Executive Board of adidas AG did not use the existing authorized capital in the 
2007 fiscal year or after the balance sheet date up to February 15, 2008. 
 
Pursuant to Article 4 paragraphs 2, 3, and 4 of the Articles of Association which, as of 
the balance sheet date governs the Company's authorized capital, the Executive 
Board is entitled, subject to Supervisory Board approval, to increase the share 
capital:  
 
until June 19, 2010 
 
 by issuing new shares against cash contributions, once or severally, by up to a 

maximum of € 64,062,500 and, subject to Supervisory Board approval, to exclude 
fractional shares from shareholders' subscription rights (Authorized Capital 
2005/I);  
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until June 19, 2008 
 
 by issuing new shares against contributions in cash or in kind, once or severally, 

up to a maximum of € 6,250,000 and, subject to Supervisory Board approval, to 
exclude shareholders' subscription rights (Authorized Capital 2005/II); 

 
until May 28, 2011 
 
 by issuing new shares against cash contributions, once or severally, by up to a 

maximum of € 20,000,000 and, subject to Supervisory Board approval, to exclude 
shareholders' subscription rights for fractional amounts and when issuing the 
new shares at an issue price that is not substantially below the market price of 
shares of the same class (Authorized Capital 2006). However, the authorization to 
exclude subscription rights pursuant to the previous sentence may only be used 
to the extent that the pro rata amount of the new shares in share capital, together 
with the pro rata amount of other shares in share capital issued by the Company 
since May 11, 2006, subject to the exclusion of subscription rights pursuant or 
analogous to § 186 (3) sentence 4 Stock Corporation Act (Aktiengesetz, "AktG") on 
the basis of authorized capital or following a repurchase, or for which conversion 
rights or warrants were granted since May 11, 2006 through the issuance of 
convertible bonds or bonds with warrants, with subscription rights excluded in 
correspondence with § 186 (3) sentence 4 AktG, does not exceed ten percent 
(10%) of the share capital existing on the date this authorization was entered into 
the commercial register or as at the respective date on which the authorization is 
exercised if such amount is lower. 

 

Contingent capital 

 
The following description of contingent capital relates to Article 4 paragraphs 5, 6, 
and 7 of the Company's Articles of Association as amended as of the balance sheet 
date. 
 
Contingent Capital 1999/I 

The Contingent Capital 1999/I is intended to fulfill stock options in connection with 
the MSOP for members of adidas AG's Executive Board, members of executive bodies 
of affiliated companies, and other executives of adidas AG and of its affiliated 
companies. (Article 4 paragraph 5 of the Articles of Association) 
 
As a result of the exercise of 23,025 stock options and the issuance of 92,100 no-par 
value bearer shares during the exercise periods ended on January, July, and October, 
respectively, of fiscal year 2007 for tranche II (2000), tranche III (2001), tranche IV 
(2002) and tranche V (2003), respectively, of the MSOP, the nominal amount of 
Contingent Capital 1999/I as of the balance sheet date was € 1,363,548 and was 
divided into 1,363,548 no-par value shares.  
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In January 2008, the nominal value of Contingent Capital 1999/I had thus been 
reduced to € 1,347,548, divided into 1,347,548 no-par value shares, as a result of the 
exercise of 4,000 stock options in November 2007 and the issuance of 16,000 no-par 
value bearer shares associated with the expired exercise periods for tranche III 
(2001), tranche IV (2002) and tranche V (2003) of the MSOP. 
 
On February 15, 2008, the nominal amount of Contingent Capital 1999/I was 
€ 1,347,548, divided into 1,347,548 no-par value shares. 
 
The change to the nominal amount of Contingent Capital 1999/I resulting from the 
above transactions up through the end of January 2008 was entered into the 
commercial register on February 4, 2008. 
 

Contingent Capital 2003/II 

As of the balance sheet date, the share capital is conditionally increased by up to an 
additional € 35,998,040, divided into up to 35,998,040 no-par value bearer shares 
(Contingent Capital 2003/II, Article 4 paragraph 6, Articles of Association). Shares will 
be issued from this contingent capital insofar as the holders of the bonds issued in 
October 2003 under exclusion of shareholders' subscription rights exercise their 
conversion rights. As of the balance sheet date, a total of 15,684,315 shares would be 
issued to these persons should all conversion rights be exercised. In addition, the 
Executive Board is authorized, subject to the approval of the Supervisory Board, to 
issue up to a total of 20,313,723 shares to the holders of warrants or conversion 
rights, or to the persons obligated to exercise the warrant or conversion feature from 
bonds with warrants or convertible bonds, which will be issued in the future by the 
Company or a subordinate Group company pursuant to the authorization of the 
Executive Board by shareholder resolution dated May 8, 2003, as amended by the 
shareholder resolution dated May 11, 2006, if such holders exercise their warrants or 
conversion rights or, if such persons are obligated to exercise the warrant or 
conversion feature, such persons fulfill that obligation.  
 
The Executive Board of adidas AG has not issued any shares from Contingent Capital 
2003/II in the 2007 fiscal year or after the balance sheet date up until February 15, 
2008. 
 
Contingent Capital 2006 

As of the balance sheet date, the share capital is conditionally increased by up to an 
additional € 20,000,000, divided into up to 20,000,000 no-par value bearer shares 
(Contingent Capital 2006, Article 4 paragraph 7, Articles of Association). The 
contingent capital increase will be implemented only to the extent that the holders of 
options or conversion rights, or the persons obligated to exercise warrants or to 
convert due to bonds with warrants or convertible bonds, which are issued or 
guaranteed by the Company or a subordinate Group company pursuant to the 
authorization of the Executive Board by shareholder resolution dated May 11, 2006, 
exercise their warrants or conversion rights or, if they are obligated to exercise the 
warrant or conversion feature, such persons fulfill that obligation. The Executive 
Board is authorized, subject to Supervisory Board approval, to fully exclude the 
shareholders' subscription rights if the bonds with warrants and/or convertible 
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bonds are issued at a price that is not significantly below the market value of such 
bonds. The limitation on subscription right exclusions of 10% of the share capital 
pursuant to § 186 (3) sentence 4 AktG in conjunction with § 221 (4) sentence 2 AktG 
has been observed.  
 
The Executive Board of adidas AG not issued any shares from Contingent Capital 
2006 after the balance sheet date up until February 15, 2008. 
 
 

Buyback of treasury shares 

By resolution of the annual general meeting dated May 10, 2007, the shareholders of 
adidas AG cancelled the authorization to acquire treasury shares resolved on May 11, 
2006, which had not been used, and resolved a new authorization of the Executive 
Board to acquire treasury shares in an aggregate amount of up to 10% of the nominal 
capital for any legally permissible purpose until November 9, 2008. The authorization 
can be used by the Company but also by Group companies or by third parties acting 
for or on the account of the Company or Group companies. The Executive Board is 
authorized to use the treasury shares acquired on the basis of this authorization for 
the following purposes: 

• Subject to Supervisory Board approval, for sale of the shares via the stock 
exchange or by way of a tender offer to all shareholders for cash at a price not 
significantly below the market price of the shares of the same class. 

• Subject to Supervisory Board approval, for purposes of acquiring companies, 
parts of companies, or equity investments in companies. 

• Subject to Supervisory Board approval, as consideration for the acquisition by 
offering or sale, also through Group companies, of industrial property rights such 
as patents, trademarks, brand names and logos of athletes, sports clubs and 
other third parties, or for the acquisition by offering or sale of licenses to such 
rights. 

• To fulfill warrants or conversion rights or conversion obligations from bonds with 
warrants and/or convertible bonds issued by the Company or any direct or 
indirect subsidiary of the Company. 

• To meet the Company's obligations arising from the 1999 MSOP. 

• They may be recalled with the approval of the Supervisory Board, without the 
recall or execution requiring a further resolution of the annual general meeting. 
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Furthermore, the Supervisory Board is authorized to transfer or promise the 
acquired treasury shares to Executive Board members as compensation by way of a 
stock bonus, subject to the proviso that disposal of the shares shall only be permitted 
following a holding period of at least two years from the transfer date. 

The Executive Board of adidas AG had not exercised this authorization up to the 
balance sheet date. Following the approval by the Supervisory Board, the Executive 
Board decided on January 29, 2008, to make use of this authorization. The Company 
has purchased a total of 1,180,000 shares corresponding to 0.58% of the stock capital 
(February 15th, 2008). 

 
 
Convertible bond issue 
 
On October 8, 2003, adidas International Finance B.V. floated a convertible bond issue 
with a total principal amount of € 400,000,000, divided into 8,000 convertible bonds 
with a principal amount of € 50,000 each. The convertible bonds mature on October 
8, 2018, if not previously repaid or converted into adidas AG shares. adidas AG has 
assumed the unconditional and irrevocable guarantee with respect to payments of all 
amounts payable under this convertible bond issue by adidas International Finance 
B.V. In addition, adidas AG has undertaken to deliver the shares to be delivered to the 
holders of the issue following conversion of a convertible bond. The convertible bond 
entitles the holder to acquire shares in adidas AG at an original conversion price of 
€ 102 per share, whereby the conversion ratio shall be determined by dividing the 
principal amount of a bond (€ 50,000) by the conversion price applicable on the 
exercise date. The conversion price has since been adjusted to € 25.20 due to the 
stock split executed in the 2006 fiscal year. The conversion right can be exercised by 
bondholders between November 18, 2003 and September 20, 2018, whereby certain 
exercise restrictions apply. When the conversion is exercised, the shares shall 
originate from the contingent capital established by resolution of the annual general 
meeting of adidas AG on May 8, 2003, as amended by the resolution by the general 
shareholders' meeting dated May 11, 2006. adidas International Finance B.V. is 
entitled to redeem the convertible bond issue in full on or after October 8, 2009, 
however, in the period from October 8, 2009 until October 7, 2015 only if the market 
price of the shares of adidas AG over a certain reference period (as stipulated in the 
bond conditions) is at least 130% (period from October 8, 2009 to October 7, 2012) or 
115% (period from October 8, 2012 to October 7, 2015) of the then applicable 
conversion price. The convertible bonds were issued as bearer bonds and the 
shareholders' subscription right to the issue was excluded. The shareholders have 
no subscription rights per se to the shares to which the bondholders have conversion 
rights due to such shares being secured by contingent capital. As of December 31, 
2007 and February 15, 2008, there were/are 7,999 bonds outstanding.  
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Changes in the Percentage of voting rights (announcements pursuant to § 160 sec. 

1 no 8 AktG) 

INVESCO Asset Management Deutschland GmbH, Frankfurt/Main, informed the 
Company on March 20 and March 21, 2007, pursuant to § 21 sec. 1 sent. 1 WpHG 
(German Securities Trading Act), that on March 13, 2007 the voting interest of 
AMVESCAP PLC, London, UK, in adidas AG exceeded the threshold of 5% and 
amounted to 5.087% of the voting rights (10,356,271 shares) on this date. 5.087% of 
the voting rights (10,356,271 shares) are attributable to AMVESCAP PLC, in 
accordance with § 22 sec. 1 sent. 1 no. 6 WpHG in connection with sent. 2 and 3 
WpHG. The chain of controlled undertakings through which the voting rights are held 
is: 5.0739% of the voting rights (10,328,700 shares) AVZ CALLCO INC., AMVESCAP 
Inc., AIM Canada Holdings Inc. and AIM Fund Management Inc. The remaining 
0.0131% of voting rights (27,571 shares) are held by other subsidiaries of AMVESCAP 
PLC. 

Fidelity International, Tadworth, UK, informed the Company by letter dated  
December 20, 2007, in accordance with § 21 sec. 1 WpHG, that on December 19, 2007 
the voting interest of Fidelity Management & Research Company, Boston, 
Massachusetts, USA, in adidas AG exceeded the threshold of 3% and amounted to 
3.06% of the voting rights (6,223,900 shares) on this date. All of these voting rights 
are attributable to Fidelity Management & Research Company, Boston, 
Massachusetts, USA pursuant to § 22 sec. 1 sent. 1 no. 6 WpHG.  

In addition, Fidelity International, Tadworth, UK, informed the Company by letter of 
the same day, pursuant to § 21 sec. 1 WpHG, that on December 19, 2007, the voting 
interest of FMR LLC, Boston, Massachusetts, USA, in adidas AG exceeded the 
threshold of 3% and amounted to 3.06% of the voting rights (6,230,600 shares) on this 
date. All of these voting rights are attributable to FMR LLC, Boston, Massachusetts, 
USA, pursuant to § 22 sec. 1 sent. 1 no. 6 in conjunction with sent. 2 WpHG. 

Capital Research and Management Company, Los Angeles, USA, informed the 
Company by letter dated February 4, 2008, in accordance with § 21 sec. 1 WpHG that 
its voting interest in adidas AG exceeded the threshold of 3% on January 31, 2008, 
and amounted to 3.089% of the voting rights (6,290,497 shares) on this date. All of 
these voting rights are attributable to Capital Research and Management Company 
pursuant to § 22 sec. 1 sent. 1 no. 6 WpHG. 

 
 
Equity participation plans  

 
In connection with the resolved stock option program, the Executive Board was 
empowered to issue up to 1,367,187 non-transferable stock options for no-par value 
bearer shares to members of the Executive Board of adidas AG as well as to 
managing directors/senior vice presidents of its related companies and to other 
executives of adidas AG and its related companies until August 27, 2004. These 
options can be issued in tranches of no more than 25% of the total volume per fiscal 
year. The annual general meeting on May 13, 2004 resolved to extend the exercise 
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period from three to five years. These share options therefore have a two-year 
holding period and a term of approximately seven years following their issue. The 
new shares participate in profits from the beginning of the fiscal year in which they 
are issued. 
 
The following stock options have been issued to date: 
 

(Number of stock options) Originally 
issued  

As of 
12/31/2007 

Tranche II (2000) 335,100 0 

Tranche III (2001) 342,850 8,650 

Tranche IV (2002) 340,850 19,000 

Tranche V (2003) 88,000 5,900 
 
 
No additional stock options were granted the year under review. 
 
The stock options can only be exercised if at least one of the following performance 
targets is attained:  
 
(1) Absolute performance: 
During the period between the issuance and exercise of the stock options, the market 
price of the Company's shares, as calculated using the total shareholder return 
approach, must increase by an annual average of at least 8%.  
 
(2) Relative performance: 
During the same period, the market price of the Company's shares must outperform 
the market prices of the adidas Group's major global competitors by an annual 
average of 1% and may not have fallen in absolute terms.  
 
The stock options may only be exercised upon payment of the exercise price. The 
exercise price corresponds to the average closing price of the adidas share on the 
last 20 trading days of the respective exercise period, less a discount composed of 
the absolute and relative performance components. 
 
The exercise conditions provide that the stock options can be settled using existing 
no-par value shares rather than with new shares from the contingent capital, or the 
discount can be settled in cash rather than in no-par value shares. 
 
By shareholders' resolution dated May 11, 2006, each stock option is entitled to 
purchase four shares. 
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The new shares participate in profits from the beginning of the fiscal year in which 
they are issued. 

 

10. Net retained profits 

      

In € thousands      

       
Net unappropriated profits as of 

12/31/2006 

  85,639 

       
  
  

Distribution of a dividend of € 0.42 per 
ordinary share with a nominal value of € 1 of 
the share capital for the 2006 fiscal year   
(203,536,860 ordinary shares)   85,485 
       
Retained profits brought forward   154 
       

   Net income of adidas AG for the 
2007 fiscal year   128,391 
       
Net unappropriated profits as of 12/31/2007 128,545 

 

11. Special tax-allowable reserves  

The special reserve for adjustments of € 322 thousand established in 2003 in 
accordance with § 273 HGB and Section 35 Income Tax Regulations 
(Einkommensteuer-Richtlinien, "EstR") in connection with construction of the factory 
outlet was reversed as planned.  

 

12. Provisions 

      

In € thousands   12/31/2007  12/31/2006 

       
   Provisions for pensions 

and similar obligations 87,855  80,760 
       
Other provisions   149,730  118,393 
       
    237,585  199,153 
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adidas AG's pension provisions were determined using the present value under the 
German entry age normal method (Teilwertverfahren) pursuant to § 6a EstG based on 
actuarial calculations and applying a 6% discount rate The 2005 G mortality tables 
published in July 2005 by Prof. Klaus Heubeck were used for this purpose. There are 
no shortfalls. The Pension Insurance-Retirement Age Adjustment Act (RV-

Altersgrenzenanpassungsgesetz, "RVAGAnpG") that went into effect as of January 1, 
2008 was taken into account when calculating the pension provisions. 
 
After an appropriation to a pension fund in December 2006 for the entitlements of the 
current members of Executive Board, the pension provisions for pension 
commitments for the current board members are € 0. As a result of this adidas AG 
has an indirect obligation. Additional payments flow into a pension trust fund. The 
payments made to the pension trust fund are recognized in profit and loss.  
 

There were no shortfalls in the pension trust fund as of the balance sheet date. 

 
Pension provisions for pension commitments to former Executive Board members 
total € 30.1 million (previous year: € 29.7 million). Former Executive Board members 
received retirement pay of € 1.7 million in 2007. 
 
The largest item in other provisions concerns provisions for personnel of € 52,575 
thousand. This figure is essentially composed of the provisions for performance-
based compensation components. Other significant items in provisions include 
provisions for other risks of € 64,972 thousand and provisions for marketing of 
€ 18,752 thousand. 
 
The increase in other provisions is essentially attributable to an increase of € 17,945 
thousand in the provisions for outstanding invoices to € 28,288 thousand (previous 
year: € 10,343 thousand) and the increase in unrealized losses on forward exchange 
transactions of € 8,467 thousand to € 11,695 thousand (previous year: € 3,228 
thousand). 
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13. Liabilities 

      

In € thousands   12/31/2007     12/31/2006 

 Total Total 

  Previous 

year  

   

   

Residual 

term 

up to 

1 year 

Residual 

term 

 1 - 5 

years 

Residual 

term 

more 

than  

5 years   

      
Liabilities to banks  1,015,736 256,888 607,345 151,503 1,138,069 
(Previous year)  (186,830) (677,236) (274,003)  
      
Trade accounts payable 60,295 60,295 0 0 38,655 
(Previous year)  (38,655) (0) (0)  
      
Liabilities to affiliated 
companies 1,129,880 729,930 399,950  886,604 
(Previous year)  (486,654) (399,950) (0)  
      
Other liabilities 57,989 54,757 1,858 1,374 141,479 
(Previous year)  (136,695) (3,130) (1,654)  
      

of which for taxes 3,275    (2,979) 
      

of which relating to 
social security and 
similar obligations  1,617       (1,430) 

      
12/31/2007 2,263,900 1,101,870 1,009,153 152,877 2,204,807 

12/31/2006 
 (848,834) (1,080,316) (275,657)  

 

 
The liabilities are secured. 
 
The liabilities to affiliated companies primarily concern liabilities from Group 
treasury activities. This item also includes the Company's liability to adidas 
International Finance B.V. from the convertible bond issue (€ 399.95 million). The 
Company assumes that this liability will remain until the bond's expiration date. 

Other liabilities include liabilities from the commercial paper program (part of 
liabilities to affiliated companies), leasing liabilities, tax and customs liabilities, 
liabilities relating to social security and similar obligations, interest, credit balances 
in accounts receivable, and wages, salaries and commissions payable.  
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14. Contingent liabilities and other financial commitments 

 

Contingent liabilities 

       

In € thousands    12/31/2007  12/31/2006 

        
Warranty obligations   1,990,852  1,062,875 
        
 of which for affiliated companies    
 - Bank loans   (1,276,979)  (930,857) 
 - Letters of credit  (34,571)  (132,018) 
 - Guarantee agreement  (679,302)  (0) 
 

The warranty obligations for bank loans of affiliated companies relate to the U.S. 
promissory note loans and a commercial paper program of adidas International B.V. 
Amsterdam, The Netherlands. adidas AG's letters of credit are mainly import letters 
of credit in connection with product purchases in the Far East. The guarantee 
agreement is with adidas International Finance B.V. and secures an intercompany 
loan.  

 

Other financial commitments 

Other financial commitments of € 344,931 thousand (previous year: € 363,766 
thousand) for adidas AG include amounts for the entire foreseeable contractual 
period for promotion, advertising, rental and leasing agreements as of December 31, 
2007. This includes commitments of € 28,441 thousand (previous year: € 26,140 
thousand) to GEV, a 90%-held subsidiary. 

 
Due dates  
   
In € thousands   
   
In 2008  125,304 
2009 - 2012 176,965 
After 2012  42,662 
   
  344,931 
 
The Group acquires approximately 80% of its products in the Far East. Since a major 
portion of the product costs concerns raw materials that the suppliers have to 
acquire in USD, billings to the adidas Group are also made in USD. In contrast, sales 
to customers are mainly in EUR, GBP, JPY, as well as in many other currencies. 
Currency hedging transactions are entered into in order to reduce currency risk. 
Most subsidiaries hedge their currency risks through adidas AG, except for those 
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subsidiaries that are unable to hedge through adidas AG due to local currency 
conditions or where it is more sensible to hedge locally for economic reasons. 
Currency risks that are assumed by adidas AG from subsidiaries by entering into 
internal currency transactions are strategically hedged with banks, normally for a 
period of up to 30 months, using forward exchange transactions, currency swaps, 
currency options, or a combination of currency options, which provide protection and, 
at the same time, the opportunity to profit from future beneficial foreign exchange 
rate movements on financial markets. Annually, adidas purchases about USD 1.5 
billion to hedge its operating business.  
        
Outstanding financial derivatives        
        
In € million     12/31/2007  12/31/2006 

        
Notional amount        

Currency hedging contracts     4,903  4,158 
Interest hedging contracts     380  484 

     5,283  4,642 

      

 12/31/2007  12/31/2006 

In € thousands Carrying 

amount 
 Fair 

value 
 Carrying 

amount 
 Fair  

value 
Assets        

(Other assets)        

Currency hedging contracts 6,668  89,945  10,699  39,152 

Interest hedging contracts 0  3,872  0  3,860 

        

Liabilities        

(Other provisions)        

Currency hedging contracts -11,695  -78,136  -3,228  -21,546 

Interest hedging contracts 0  -8,534  0  -10,782 

 -5,027  7,147  7,471  10,684 

 

Notional amounts represent the gross total of all call and put contracts for derivative 
financial transactions. Fair values of forward exchange transactions are determined 
based on current ECB reference exchange rates, together with forward premiums or 
discounts. The fair values (gains and losses) of the currency hedging contracts are 
presented as net values. 

Currency and interest rate options are measured using market quotes or option 
pricing models. The fair values of interest rate hedges are calculated using 
discounted expected future cash flows, using current market interest rates for the 
remaining terms of the financial instruments concerned.  

The increase in the notional amounts and fair values for the currency hedging 
contracts is primarily a consequence of the longer-term hedging of future USD 
requirements. The notional amounts of outstanding financial derivatives in foreign 
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currency are translated into euros at year-end closing rates. The fair value of the 
interest hedging contracts is reported using the clean price. 

The carrying values are taken from the balance sheet. 

 

15. Sales revenues 

adidas AG's business activities are primarily concentrated in one sector, specifically, 
the development, trading and marketing of sports and leisure articles. 

    
In € thousands 2007  2006 

    
Breakdown by product group    
    
Shoes 286,953  271,139 
    
Textiles 310,715  318,727 
    
Sports equipment  51,256  54,684 
    
 648,924  644,550 

    
    
Other sales revenues 25,277  22,064 
    
Licensing and commission income 142,363  132,876 
    
 816,564  799,490 

 

Of these revenues, € 562,011 thousand (previous year: € 557,276 thousand) were 
generated in Germany and € 254,553 thousand (previous year: € 242,214 thousand) 
outside Germany, mainly in Europe. 

The increase in foreign sales revenue is a consequence of higher licensing revenues.  
 

16. Other operating income 

Other operating income mainly consists of foreign currency gains and cost transfers 
to affiliated companies. The reduction of € 143,929 thousand is primarily due to a 
reduction in currency gains of € 176,374 thousand. The reverse effect may be seen in 
other operating expenses. Cost transfers from allocations to affiliated companies 
increased by € 27,181 thousand. The remaining other operating income and cost 
transfers increased by € 5,264 thousand. 

Other operating income includes income relating to other periods of € 42,829 
thousand, compared to € 23,947 thousand in the previous year. This income is 
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essentially income from the spin off of the equity investment in adidas Japan at 
€ 24,765 thousand, from the reversal of provisions of € 10,530 thousand (previous 
year: € 12,119 thousand), and income from the reversal of allowances on receivables 
from affiliated companies of € 4,569 thousand (previous year: € 3,438 thousand).  

 

17. Cost of materials 

     

In € thousands  2007  2006 

     
    
    

Cost of raw materials, 
consumables  
and supplies, and of  
purchased merchandise 

 
429,082  420,929 

 

18. Personnel expenses 

     

In € thousands  2007  2006 

     
Wages and salaries  184,866  168,168 
     

   Social security, post-employment, and  
other employee benefit costs  39,118  45,172 
     

(of which for old age 
pensions) 

 
(12,912)  (20,951) 

     
  223,984  213,340 

 

The increase in wages and salaries was due to salary increases and higher numbers 
of personnel. The decline in post-employment expenses resulted mainly from effects 
from the previous year in connection with the € 6,952 thousand allocation to a 
pension fund. 

 

19. Amortization and write-downs of intangible fixed assets and depreciation and 

write-downs of tangible fixed assets  

Amortization and write-downs of intangible assets includes € 13,919 thousand 
(previous year: € 14,920 thousand) related to computer software and licenses, as 
well as for minor-value assets. Depreciation and write-downs of tangible fixed assets 
of € 19,150 thousand (previous year: € 21,147 thousand) relates primarily to write-
downs of € 5,987 thousand (previous year: € 3,911 thousand) on computer hardware 
and write-downs on buildings of € 5,572 thousand (previous year: € 5,320 thousand). 
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20. Other operating expenses 

Other operating expenses essentially comprise currency exchange losses, 
advertising and promotional expenses, legal and consulting fees, services, travel 
expenses, rental and lease charges, postal and telephone expenses, outgoing freight, 
and additions to provisions. The decline in these expenses by € 172,054 thousand 
resulted essentially from a reduction in currency exchange losses of € 174,401 
thousand (also see the reverse effect in other operating income), lower advertising 
and promotional expenses by € 14,424 thousand, and a decrease of € 11,685 
thousand in remaining other operating expenses. Legal and consulting fees included 
in other operating expenses increased by € 7,106 thousand.  

 

21. Income from long-term equity investments 

Income from long-term equity investments at adidas AG of € 125,973 thousand 
(previous year: € 91,370 thousand) essentially concerns dividend payments from 
subsidiaries in Korea, Hong Kong, Switzerland, the Benelux countries, and Poland.  

 

22. Profit received under a profit transfer agreement  

A profit transfer agreement with adidas Versicherungs-Vermittlungs GmbH, 
Herzogenaurach has existed for years, as well as one with adidas Beteiligungs 
Gesellschaft mbH, Herzogenaurach, retroactive to January 1, 2007. 

 

23. Write-downs on long-term financial assets  

The write-downs on long-term financial thousand assets concern foreign currency 
measurements of loans to subsidiaries and impairment losses on equity investments 
in subsidiaries. This item essentially concerns the write-down of the equity 
investment at Immobilieninvest und Betriebsgesellschaft Herzo-Base GmbH & Co. 
KG, Herzogenaurach (€ 2,300 thousand). 
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24. Net interest income (loss) 

     

In € thousands  2007  2006 

      
Income from loans  3,633  4,888 
     
    of which from affiliated companies  (3,633)  (4,888) 

    
Other interest and similar Income  107,591  133,845 
     
 of which from affiliated companies  (89,985)  (114,916) 
      
     
 

of which income from securities 
classified as current assets  (76)  (1,782) 

      
Interest and similar expenses  -162,413  -173,775 
      
     
 of which to affiliated companies  (-63,095)  (-39,189) 
      
   -51,189  -35,042 

 

The year-on-year increase in net interest expense resulted primarily from the capital 
restructuring within the adidas Group. 

 

25. Taxes on income  

 
As in previous years, the taxable profit in the year under review was substantially 
impacted by the high proportion of tax-free dividends in the Company's profits as 
well as by tax reimbursements of € 168 thousand related to other accounting 
periods. 
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26. Other disclosures 

        

No. of employees (annual 
average) 2007 Salaried 

Wage 

earners  2006 Salaried 

Wage 

earners 

        
Europe Region 178 178 0  139 139 0 
        
Headquarters        

Corporate Services 714 629 85  618 552 66 
Marketing 544 542 2  459 459 0 
Operations 462 444 18  403 386 17 

        
Central area 643 641 2  512 511 1 
        
Uffenheim 207 45 162  188 41 147 
        
Scheinfeld 220 67 153  179 50 129 
        
 2,968    2,498   
        
(Closing date: December 31) 3,052    2,574   
 

Since its merger with KPMG Europe LLP effective October 1, 2007, KPMG LLP (UK) 
has been an affiliated company of KPMG Deutschland within the meaning of § 271 (2) 
HGB. The obligation to disclose auditing and advising fees of KPMG LLP (UK) relates 
to services provided after September 30, 2007. 

In fiscal year 2007, € 832 thousand was reported as fee expense for the auditors of 
the annual financial statements and consolidated financial statements of adidas AG. 

€ 69 thousand was expended for tax consulting services by the external auditor, € 34 
thousand for other confirmation services and € thousand 457 for other services by 
the external auditor. 

 

27. Remuneration of the Executive Board and the Supervisory Board 

 

Remuneration of the Supervisory Board and the Executive Board of adidas AG 

 
Executive Board 

Total remuneration of members of the Executive Board in the 2007 fiscal year was 
€ 11,127 thousand. 
 
Pension commitments for former Executive Board members totaled € 30,145 
thousand.  
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Previous members of the Executive Board received pension payments totaling 
€ 1,727 thousand in the 2007 fiscal year. 
 
Executive Board members did not receive any loans from the Company in fiscal 2007. 
 
Supervisory Board 

The fixed annual remuneration for members of the Supervisory Board in accordance 
with the Articles of Association was € 294 thousand. In addition, one member of the 
Supervisory Board was paid a consulting fee of € 195 thousand, so that the total 
remuneration of the Supervisory Board was € 489 thousand in the year under review.  
 
No loans were granted to members of the Supervisory Board in fiscal 2007. 
 

Recommendation on appropriation of the net unappropriated profits of adidas AG 

 

The Executive Board of adidas AG proposes to the shareholders that a dividend 
payment of EUR 0.50 per dividend-entitled no-par value in 2007 is made from 
retained earnings which amount to EUR 128,545,221.54 and were reported in the 
adopted annual financial statements as at December 31, 2007, and that the 
remaining amount is carried forward to new account. 
 
203,628,960 dividend-entitled no-par value shares exist as at December 31, 2007, 
which would lead to a dividend payment of EUR 101,814,480. adidas AG began a share 
buyback program on January 30, 2008. Up to February 15, 2008, the Company has 
repurchased 1,180,000 no-par value shares. As repurchased shares are not entitled 
to a dividend payment, the number of no-par value shares entitled to a dividend 
payment may change until resolution on the dividend payment. Retained earnings to 
be allotted to treasury shares held by adidas AG at that time, will be carried forward 
to new account. 
 

Declaration on the German Corporate Governance Code 
 

On February 11, 2008, the Executive Board and Supervisory Board of adidas AG 
issued an updated Declaration of Conformity in accordance with § 161 AktG and 
made it accessible to the shareholders on a permanent basis. The wording of the 
Declaration of Conformity may be found on the Company's website. 

 

Disclosures pursuant to § 285 (1) no. 10 HGB 

The disclosures pursuant to § 285 (1) no. 10 HGB are contained in Appendix 2 to the 
notes to the financial statements. 

 

Herzogenaurach,  02/15/2008  The Executive Board of adidas AG 
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adidas AG

Acquisition and production costs

Balance on Balance on
euros in thousands (HGB) 01.01.2007 Additions Reclassifications Disposals 31.12.2007

Intangible assets

Trademarks and similar rights
and licences to such rights 91.660 11.855 1.356 0 104.871

On-account payments and
construction in progress 3.586 14.709 -1.356 199 16.740

95.246 26.564 0 199 121.611

Tangible assets

Land, land rights and buildings,
including buildings 111.062 1.978 352 22 113.370

Technical equipment and machinery 20.616 994 17 105 21.522
 

Other equipment,  
fixtures and fittings 108.760 15.502 256 3.800 120.718

 
On-account payments and  
construction in progress 1.324 4.380 -625 9 5.070

 
241.762 22.854 0 3.936 260.680

Financial assets

Investments in
related companies 2.884.417 1.091.973 0 660.598 3.315.792

Loans to
related companies 20.941 623 7.752 13.812

2.905.358 1.092.596 0 668.350 3.329.604

Fixed assets 3.242.366 1.142.014 0 672.485 3.711.895
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Accumulated
depreciation Book values

Net Net Write-up Depreciation
Balance on book value book value for the for the
31.12.2007 31.12.2007 31.12.2006 year year

83.053 21.818 22.526 0 13.919

0 16.740 3.586 0 0

83.053 38.558 26.112 0 13.919
 

41.565 71.805 75.051 0 5.572

11.650 9.872 10.270 0 1.372

92.485 28.233 24.684 0 12.206

0 5.070 1.324 0 0

145.700 114.980 111.329 0 19.150

36.040 3.279.752 2.848.697 2.500 2.820

6.758 7.054 13.380 803 530

42.798 3.286.806 2.862.077 3.303 3.350

271.551 3.440.344 2.999.518 3.303 36.419

Attachment 1 to the notes
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*= Employee representative 
 
Appendix 2/1 to the notes 

  

Supervisory Board 
 
 
 
Dr. Hans Friderichs, Mainz, Germany 

Management Consultant 
(Chairman since November 7, 2007, formerly Deputy Chairman) 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- Chairman of the Supervisory Board, allit AG Kunststofftechnik, Bad 
Kreuznach, Germany 

- Chairman of the Supervisory Board, Racke Weinkeller GmbH & Cie. KGaA, 
Mainz, Germany (until November 29, 2007) 

 
 
Fritz Kammerer*, Fürth/Bavaria, Germany 
Chairman of the Central Works Council, adidas AG 
(Deputy Chairman) 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 
- None 

 
 
Igor Landau, Paris, France 
Former Chief Executive Officer of Aventis S.A., Paris, France 
(Deputy Chairman since November 7, 2007, formerly member of the Supervisory 
Board) 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 
- Member of the Supervisory Board, Allianz AG, Munich, Germany 
- Member of the Board of Directors, Sanofi-Aventis S.A., Paris, France 
- Member of the Board of Directors, HSBC France S.A., Paris, France 
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*= Employee representative 
 
Appendix 2/2 to the notes   

Sabine Bauer*, Erlangen, Germany 

Senior Manager Quality Service Systems, Global Operations, adidas AG 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- none 
 
 

Dr. iur. Manfred Gentz, Berlin, Germany 
Chairman of the Administrative Board, Zurich Financial Services S.A., Zurich, 
Switzerland 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 
- Member of the Supervisory Board, Deutsche Börse AG, Frankfurt am Main, 

Germany 
- Member of the Supervisory Board, DWS Investment GmbH, Frankfurt am 

Main, Germany 
- Chairman of the Administrative Board, Zurich Financial Services S.A., Zurich, 

Switzerland 
 
 
Dr. Stefan Jentzsch, Kronberg, Germany 
Member of the Executive Board, Dresdner Bank AG, Frankfurt am Main, Germany 
(Member of the Supervisory Board since November 7, 2007) 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 
- Member of the Supervisory Board, Premiere AG, Unterföhring, Germany 

 
 
Roland Nosko*, Wolnzach, Germany 
Trade Union Official, IG BCE Trade Union, Headquarter Nuremberg, Germany 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 

- Member of the Supervisory Board, BP Gelsenkirchen GmbH, Gelsenkirchen, 
Germany 

- Member of the Supervisory Board, CeramTec AG, Plochingen, Germany 
 
 
Hans Ruprecht*, Herzogenaurach, Germany 
Sales Director Customer Service, Area Central, adidas AG 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- none 
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*= Employee representative 
 
Appendix 2/3 to the notes 

 
Willi Schwerdtle, Hofheim am Taunus, Germany 

General Manager, Procter & Gamble Holding GmbH, Schwalbach am Taunus, 
Germany 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- none 
 
 

Heidi Thaler-Veh*, Uffenheim, Germany  
Member of the Central Works Council, adidas AG 

 
Membership in control bodies pursuant to § 285 para. 10 HGB: 

 
- none 

 
 
Christian Tourres, Lungern, Switzerland 

Former Member of the Executive Board of adidas AG 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- Member of the Board of Directors, Beleta Worldwide Ltd., Guernsey, Channel 
Islands 

 
 
Klaus Weiß*, Bergkamen, Germany 

Trade Union Official, IG BCE Trade Union, Headquarter Hanover, Germany 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- Member of the Supervisory Board, Wohnungsbaugesellschaft mbH Glück Auf 
Brambauer, Lünen, Germany 

 
 
Henri Filho, Paris, France 

Management Consultant 
(Chairman and member of the Supervisory Board until November 7, 2007) 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- Deputy Chairman of the Supervisory Board, Groupe Vendôme Rome S.A., 
Paris, France 
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Appendix 2/4 to the notes 

 
Executive Board 

 

 

 

Herbert Hainer, Herzogenaurach, Germany 

Chairman, Chief Executive Officer 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- Deputy Chairman of the Supervisory Board, FC Bayern München AG, 
Munich, 
Germany 

- Member of the Supervisory Board, Allianz Deutschland AG, Munich, 
Germany 

- Member of the Supervisory Board, Engelhorn KGaA, Mannheim, Germany 
 
 
Glenn Bennett, Portland/Oregon, USA 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 

- none 
 
 
Robin Stalker, Oberreichenbach, Germany  
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 
- none 
 
 

Erich Stamminger, Nuremberg, Germany 
 

Membership in control bodies pursuant to § 285 para. 10 HGB: 
 
- none 
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Shareholdings of adidas AG, Herzogenaurach
as of 31. December 2007

Company and Domicile Currency equity Share in capital Profit / Loss
(currency units held by 8) in % (currency units
in thousands) in thousands)

GEV Grundstücksgesellschaft Herzogenaurach
mbH & Co. KG
Herzogenaurach (Germany) EUR 896 directly 90 314

GEV Grundstücks-Beteiligungs-
gesellschaft Herzogenaurach mbH
Herzogenaurach (Germany) EUR 29 directly 100 4

adidas Versicherungs-
Vermittlungs GmbH   13)
Herzogenaurach (Deutschland) EUR 26 directly 100 -

adidas Beteiligungsgesellschaft mbH   13)
Herzogenaurach (Germany) EUR 354.103 directly 100 -

Immobilieninvest und Betriebsgesellschaft 
Herzo-Base Verwaltungs GmbH
Herzogenaurach (Deutschland) EUR 27 directly 100 2

Immobilieninvest und Betriebsgesellschaft 
Herzo-Base GmbH & Co. KG
Herzogenaurach (Germany) EUR 2.661 directly 100 -529

Europe (incl. Africa and Middle East)

adidas sport gmbh
Cham (Switzerland) CHF 25.570 directly 100 17.310

Sarragan AG  
Cham (Switzerland) CHF 2.123 directly 100 -2.464

adidas Austria GmbH directly 95,89
Klagenfurt (Austria) EUR 17.971 7 4,11 12.629

adidas Holding S.A. 
Metz-Tessy (France) EUR 323.851 57 100 164.021

adidas France S.a.r.l.
Landersheim (France) EUR 71.538 10 100 56.207

adidas International B.V. directly 93,97
Amsterdam (Netherlands) EUR 3.704.240 11 6,03 391.264

adidas International Trading B.V.
Amsterdam (Netherlands) EUR 653.554 12 100 185.827

14 adidas International Marketing B.V.
Amsterdam (Netherlands) EUR 176.590 12 100 57.043

adidas International Finance B.V.
Amsterdam (Netherlands) EUR 4.996 12 100 1.629

adidas Benelux B.V.
Amsterdam (Netherlands) EUR 11.637 directly 100 7.538

adidas Belgium N.V.
Brussels (Belgium) EUR 9.215 16 100 5.929

adidas (UK) Ltd.   1)
Stockport (Great Britain) GBP 18.315 57 100 -75.767

adidas (ILKLEY) Ltd.   1) 7)
Stockport (Great Britain) GBP - 18 100 -

Larasport (U.K.) Ltd.    1) 7)
Stockport (Great Britain) GBP - 18 100 -

Sarragan (U.K.) Ltd.   1) 7)
Stockport (Great Britain) GBP - 18 100 -

adidas Trefoil Trading (U.K.) Ltd.   1) 7)
Stockport (Great Britain) GBP - 21 100 -

Three Stripes Ltd.    1) 7) 18 50
Stockport (Great Britain) GBP - 19 50 -

Taylor Made Golf Ltd. 
Basingstoke (Great Britain) GBP -4.856 12 100 -1.431

adidas (Ireland) Ltd.  
Dublin (Ireland) EUR 14.397 12 100 2.667

adidas International Re Ltd. 
Dublin (Ireland) EUR 6.874 12 100 628

adidas Espana S.A.
Zaragoza (Spain) EUR 38.870 4 100 14.007

adidas Italy S.p.A
Monza (Italy) EUR 88.979 12 100 -3.830

adidas Portugal S.A.
Lisbon (Portugal) EUR 1.449 12 100 -1.051

adidas Norge AS
Lillestrom (Norway) NOK 58.545 directly 100 35.555

adidas Sverige AB    
Stockholm (Sweden) SEK 75.511 directly 100 23.676

adidas Suomi Oy   
Helsinki (Finland) EUR 2.938 12 100 1.842

adidas Danmark A/S
Them (Denmark) DKK 12.960 12 100 -6.409

13

15

9

10

11

12

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

8

5

6

7

1

2

3

4

Appendix 3b/1

35



adidas CR s.r.o.
Prague (Czech Republic) CZK 9.900 directly 100 -221.374

adidas Budapest Kft.
Budapest (Hungary) HUF 1.030.237 directly 85 541.526

adidas Bulgaria EAD
Sofia (Bulgaria) BGN 9.815 directly 100 8.465

adidas Ltd.
Moscow (Russia) USD 233.331 9 100 109.832

adidas Poland Sp. z o. o.
Warsaw (Poland) PLN 68.603 directly 100 55.790

 
adidas Romania S.R.L.
Bukarest (Romania) RON 19.125 12 100 15.277

adidas Baltics SIA
Riga (Latvia) EUR 936 12 100 990

adidas Slovakia s.r.o. 
Bratislava (Slovak Republic) SKK 198.744 directly 100 97.877

adidas Trgovina d.o.o .
Ljubljana (Slovenia) EUR 1.015 directly 100 864

SC adidas Ukraine
Kiev (Ukraine) USD 45.057 directly 100 17.431

adidas Hellas A.E. 
Thessaloniki (Greece) EUR 5.192 directly 72,5 -2.394

adidas Spor Malzemeleri Satis ve Pazarlama A.S.
Istanbul (Turkey) TRY 89.591 12 100 62.478

a-RET Tekstil ve Deri Ürünleri Tic. A.S.  
Istanbul (Turkey) TRY 4.916 13 100 1.798

adidas Emerging Market L.L.C. 11 49
Dubai (United Arab Emirates) USD 43.890 indirectly 51 27.117

48 adidas Emerging Markets FZE
Dubai (United Arab Emirates) USD 272 12 100 -

49 adidas Imports & Exports Ltd.
Cairo (Egypt) USD 5.862 51 100 262

50 adidas Sporting Goods Ltd. 13 10
Cairo (Egypt) USD 13.224 12 90 -2.976

adidas Egypt Ltd.   7)
Cairo (Egypt) USD -1.832 directly 100 -

adidas Israel Ltd.  
Tel Aviv (Israel) ILS 1.916 directly 100 4.706

adidas (South Africa) (Pty) Ltd.
Cape Town (South Africa) ZAR 132.067 directly 100 36.233

adidas (Cyprus) Limited
Nicosia (Cyprus) CYP 1.543 directly 100 121

Rockport (Europe) B.V.
Rotterdam (Netherlands) USD 5.533 98 100 890

Reebok Finance Limited 7) 12)
Bolton (Great Britain)             GBP - 97 100 -

Reebok International Limited 12) 12 65,1
Bolton (Great Britain) GBP 679.247 97 34,9 53.432

Reebok Spain SA
Alicante (Spain) EUR 37.634 97 75 19.579

American Sports & Leisure (cz) s.r.o 
Prague (Czech Republic) CZK 7.332 97 100 -123

Reebok Poland S.A.
Warsaw (Poland) PLN 66.466 97 100 3.327

RBK Holdings Limited 12) 97 89
Bolton (Great Britain) GBP - 117 11 -

Reebok International Finance B.V.
Rotterdam (Netherlands) USD 1.278 97 100 48

Reebok Sports Limited
Bolton (Great Britain) USD 42.638 57 100 -2.816

J.W. Foster & Sons (Athletic Shoes) Limited 7) 12)
Bolton (Great Britain)                              GBP - 57 100 -

The Rockport Company Limited 7) 12)
Bolton (Great Britain)                              GBP - 57 100 -

Reebok Eastern Trading Limited 7)
Bolton (Great Britain)                              USD 3.112 57 100 -

Reebok Pensions Management Limited 12)
Bolton (Great Britain)                              GBP - 57 100 -

Reebok Europe Holdings
Bolton (Great Britain)                              GBP 52.658 57 100 6.254

Reebok Austria GmbH 63 1
Bergheim (Austria) EUR 6.724 68 99 -58

ASL American Sports and Leisure Vertriebs GmbH
Bergheim (Austria) EUR 996 69 100 625

Reebok Italia Srl
Monza (Italy) EUR 6.996 28 100 551

Reebok Europe B.V.
Rotterdam (Netherlands) EUR 15.403 68 100 2.086
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Reebok Nederland (Retail) B.V.
Leusden (Netherlands) EUR -1.100 72 100 115

Reebok Ireland Limited
Dublin (Ireland) EUR 8.091 25 100 517

Reebok France S.A.
Buc (France) EUR 7.960 68 100 1.350

Reebok France Retail SARL
Buc (France) EUR 206 75 100 187

Reebok Belgium SA
Brussels (Belgium) EUR 3.302 68 100 362

Reebok Deutschland GmbH 68 75
Herzogenaurach (Germany) EUR 19.854 97 25 542

ASL - American Sports and Leisure Vertriebs GmbH
Herzogenaurach (Germany) EUR 1.933 78 100 535

Reebok Portugal SA
Povoa de Santo Adriao (Portugal) EUR 22.212 68 100 1.453

Reebok-CCM Hockey GmbH (früher: Sport Maska GmbH)
Heimstetten/Kirchheim (Germany)               EUR 2.596 103 100 793

Nordic Hockey Company AB 11)
Malung (Sweden) SEK - 104 100 -

Reebok Jofa AB
Malung (Sweden) SEK 138.403 82 100 4.806

Reebok Jofa  AS
Fredrikstad (Norway) NOK 2.803 82 100 822

Reebok Finland OY
Forssa (Finland) EUR 20.491 82 100 4.639

adidas LLP
Almaty (Republic of Kazakhstan) USD 1.532 directly 100 998

North America

adidas North America, Inc.  
Portland, Oregon (USA) USD 4.274.150 12 100 98.406

adidas America, Inc. 
Portland, Oregon (USA) USD 33.947 87 100 -8.545

adidas Promotional Retail Operations, Inc.  
Portland, Oregon (USA) USD 24.615 87 100 4.576

adidas Sales, Inc.  
Portland, Oregon (USA) USD 82.894 87 100 2.991

adidas Village Corporation 
Portland, Oregon (USA) USD 12.979 87 100 -1.507

adidas Interactive, Inc.
Portland, Oregon (USA) USD 15.653 87 100 5.020

adidas International, Inc. 
Portland, Oregon (USA) USD 30.101 87 100 12.531

adidas Team, Inc. 
Portland, Oregon (USA) USD 155 87 100 -

Taylor Made Golf Co., Inc.
Carlsbad, California (USA) USD 43.184 87 100 6.077

adidas Canada Ltd. 
Concord, Ontario (Canada) CAD 54.640 directly 100 13.199

Reebok International Ltd. 2)
Canton, Massachusetts (USA) USD -876.049 87 100 -180.674

The Rockport Company, LLC 
Delaware (USA) USD 236.099 97 100 7.217

RC Investments Ltd. 
Aurora (Canada) CAD 2.160 97 100 49

Reebok Canada Inc. 
Montreal (Canada) CAD 45.109 97 100 -4.514

The Reebok Worldwide Trading Company, LLC
Canton, Massachusetts (USA) USD 10.223 97 100 553

Reebok-CCM Hockey, Inc. (formerly: The Hockey Company) 10)
Delaware (USA) USD 152.645 97 100 90

Sports Holdings Corp. 11)
Delaware (USA) USD -18.333 102 100 -

WAP Holdings Inc. 11)
Delaware (USA)                           USD - 103 100 -

Reebok-CCM Hockey U.S., Inc. (früher: Maska US, Inc.) 102 64
Vermont (USA) USD 10.475 103 36 -120

Sport Maska Inc. 
New Brunswick (Canada) CAD 66.407 102 100 1.470
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SLM Trademark Acquisition Corp.10) 7)
Delaware (USA)                          USD - 102 100 -

SLM Trademark Acquisition Canada Corporation 10) 7)
New Brunswick (Canada) CAD - 107 100 -

CCM Holdings (1983) Inc. 10)
Montreal (Canada)                               CAD - 108 100 -

Consumer Infomarketing, Inc. 10) 7)
Delaware (USA)           USD - 102 100 -

Smedley Industries, Inc. 10) 7)
Delaware (USA)              USD - 102 100 -

Toy Factory, Inc. 10) 7)
New Jersey (USA)                USD 0 111 100 -

Reebok Aviation, LLC 7)
Delaware (USA)        USD 13.183 97 100 -

Reebok CHC, Inc. 7) 2)
Massachusetts (USA)   USD - 97 100 -

RFC Inc. 
New York (USA) USD 18 97 100 -

Reebok International Securities Corp. 7) 2)
Massachusetts (USA)           USD - 97 100 0

Reebok Securities Holdings LLC 2)
Massachusetts (USA) USD - 97 100 -

Sports Licensed Division of the adidas Group, LLC (formerly: Group Athletica LLC) 97 99
Delaware (USA) USD 103.256 117 1 -12.415

Onfield Apparel Group, LLC 9) 97 99
Delaware (USA) USD 0 120 1 21.317

Reebok Onfield LLC 9)
Delaware (USA) USD - 97 100 -

RBK Thailand Inc. 2)
Canton (USA) THB 394 97 100 -25

Asia

adidas Sourcing Ltd.   3)
Hong Kong (China) USD 82.741 13 100 -131.990

123 adidas Services Limited
Hong Kong (China) USD 3.724 12 100 3.396

adidas Hong Kong Ltd.
Hong Kong (China) HKD 184.224 directly 100 -62.022

adidas (Suzhou) Co. Ltd.
Suzhou (China) CNY 988.045 4 100 355.481

126 adidas Sports (China) Co. Ltd.
Suzhou (China) CNY 626.442 4 100 526.442

adidas (China) Ltd. 
Shanghai (China) CNY 120.164 12 100 23.531

adidas Japan K.K.
Tokyo (Japan) JPY 21.157.274 57 100 2.365.233

Taylor Made Golf Co., Ltd. 
Tokyo (Japan) JPY 7.455.867 57 100 1.930.150

adidas Korea Ltd.
Seoul (Korea) KRW 46.533.000 directly 100 35.526.000

adidas Korea Technical Services Ltd.  3)
Pusan (Korea) KRW - 122 100 -

Taylor Made Korea Ltd.
Seoul (Korea) KRW 19.745.438 directly 100 5.038.833

adidas India Private Ltd.  4) 12 1
New Delhi (India) INR -549.678 directly 99 148.291

adidas India Marketing Private Ltd.  4) 12 8,6
New Delhi (India) INR - 133 91,4 -

P.T. adidas Indonesia 12 99
Jakarta (Indonesia) IDR 4.669.594 directly 1 7.519.816

adidas (Malaysia) Sdn. Bhd. directly 60
Kuala Lumpur (Malaysia) MYR 24.065 12 40 9.473
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adidas Philippines Inc. 
Manila (Philippines) PHP 136.566 directly 100 58.946

adidas Singapore Pte. Ltd.
(Singapore) SGD 18.443 directly 100 3.998

adidas Taiwan Limited
Taipei (Taiwan) TWD 315.505 12 100 95.012

adidas Holding (Thailand) Co., Ltd. directly 49
Bangkok (Thailand) THB 20.653 indirectly 51 -1.870

adidas (Thailand) Co., Ltd. directly 50
Bangkok (Thailand) THB 548.746 140 50 27.726

adidas Australia Pty. Ltd.
Mulgrave (Australia) AUD 23.424 12 100 4.396

adidas New Zealand Ltd.
Auckland (New Zealand) NZD 6.939 directly 100 852

adidas Technical Services Private Limited
New Dehli (India) USD 93 122 100 -388

Reebok Korea Ltd.
Seoul (Korea) KRW 19.361.157 57 100 -5.858.922

Reebok Japan Inc.
Tokyo (Japan) JPY -668.993 57 100 -1.168.940

RIL Shanghai Company Limited
Shanghai (China) CNY 21.953 57 100 186

Reebok India Company
New Dehli (India) INR 629.546 156 93,15 250.104

Smedley (H.K) Ltd. 10) 7)
Hong Kong (China) HKD - 111 100

Reebok Trading (Far East) Ltd.
Hong Kong (China) USD 54.649 97 100 9.393

RIL Securities Ltd.
Hong Kong  (China) USD 1.000 150 100 8.000

Reebok (China) Services Limited
Hong Kong (China) USD 7.566 150 100 4.519

Zhuhai adidas Technical Services Ltd.
(formerly: Zhuhai Reebok Sporting Products
Design Consultancy Ltd.) USD 1.016 293
Zhuhai (China) 122 100

RIL Taiwan Services Ltd.
Hong Kong (China)                       USD 1.366 150 100 -165

RIL Indonesia Services Limited
Hong Kong (China)         USD 1.917 150 100 1.146

Reebok (Mauritius) Company Limited 97 99
(Mauritius) USD 2.220 101 1 -10.090

Latin America

adidas Argentina S.A. 12 95
Buenos Aires (Argentina) ARS 133.264 4 5 44.390

adidas do Brasil Ltda.
Sao Paulo (Brazil) BRL 196.209 4 100 82.959

ASPA do Brasil Ltda.  3)
Sao Paulo (Brazil) BRL - 122 100 -

adidas Chile Ltda.   directly 99
Santiago de Chile (Chile) CLP 21.864.045 3 1 4.961.944

adidas Colombia Ltda.    
Cali (Colombia) COP 28.844.694 directly 100 8.396.399

adidas de Mexico S.A. de C.V.  5)
Mexico City (Mexico) MXN 160.656 directly 100 42.631

adidas Industrial S.A. de C.V.   5)
Mexico City (Mexico) MXN - directly 100 -

adidas Latin America S.A.
Panama City (Panama) USD -3.773 directly 100 -2.918

165 Concept Sport S.A.
Panama City (Panama) USD 109 12 100 99

3 Stripes S.A. (adidas Uruguay)  7)
Montevideo (Uruguay) UYU -436 directly 100 -

adidas Corporation de Venezuela, S.A.  7)
Caracas (Venezuela) VEB -17.344 directly 100 -

Rockport do Brasil Ltda 7)
Bairro Centro (Brazil) USD - 98 100 -

Reebok de Mexico, S.A. de C.V.  6)
Neucalpan de Juarez (Mexico) MXN 178.255 97 100 19.336

Amserv, S.A. de C.V. 6)
Neucalpan de Juarez (Mexico) MXN - 169 100 -

Vector Servicios, S.A. de C.V. 6)
Neucalpan de Juarez (Mexico) MXN - 169 100 -

1 Sub-group adidas UK
2) Sub-group Reebok International Ltd.
3) Sub-group adidas Sourcing
4) Sub-group India
5) Sub-group Mexico, adidas
6) Subgroup Mexico,  Reebok
7) Companies with no active business
8) The number refers to the number of the company.
9) Sub-group Onfield

10) Sub-group Reebok-CCM Hockey, Inc. (formerly: The Hockey Company
11) Sub-group Sports Holdings Corporation
12) Sub-group Reebok International Limited
13) Profit and loss transfer agreement 
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Management Report of adidas AG 

 

Corporate Structure 

adidas AG is the parent company of the adidas Group. This means adidas AG includes 
corporate headquarters functions such as management of equity investments and Group 
Treasury, as well as operating business functions, albeit primarily for the German market. 

 

Development of the Sporting Goods Industry 

In 2007, the sporting goods market was characterized by stagnating revenues compared to 
the previous year, which was strongly influence by the FIFA World Cup. While revenues at 
adidas AG were slightly below the previous year during the first half of 2007, in the second 
half, additional revenues were generated by the shipment of EURO 2008 products in the 
fourth quarter of 2007. For 2007 as a whole, adidas AG was therefore able to attain a 
revenue level approximately equal to that of the previous year. Year-end inventory levels at 
sporting goods retailers were at a higher level as the sale of EURO 2008 products will be 
focused on in the first and second quarter of 2008. 

 

Earnings Performance 

Revenue growth 

Our Company's sales revenue is composed of revenues from sporting goods by adidas 
Germany (€ 522.8 million), revenues from Sports Style (€ 32.3 million) and revenues from 
foreign subsidiaries (€ 93.8 million), as well as from licensing and commission revenues 
(€ 142.4 million) and other sales revenues (€ 25.3 million). Sales revenues break down as 
follows: 
 

Figures in € million  2007    2006  

 Domestic Foreign Total  Domestic Foreign Total 

Shoes 235.4 51.5 286.9  220.7 50.4 271.1 
Textiles 271.4 39.3 310.7  281.6 37.1 318.7 
Hardware 38.0 13.3 51.3  39.3 15.4 54.7 
Merchandise sales 544.8 104.1 648.9  541.6 102.9 644.5 
Licenses 0 142.4 142.4  0 132.9 132.9 
Other sales 17.2 8.1 25.3  15.7 6.4 22.1 

Total sales revenue 562.0 254.6 816.6  557.3 242.2 799.5 
 

 

40



  

Our sales revenues increased year-on-year by € 17.1 million from € 799.5 million to € 
816.6 million. Both domestic and foreign revenues were slightly above the previous year's 
level.  
 

adidas Germany 

Revenue at our adidas Germany business segment remained slightly below 2006 revenue 
in 2007. 2007 sales were € 522.8 million compared to € 526.7 million in 2006 (-0.7%). 
Sales revenue at adidas Germany is essentially composed of Performance (€ 449.3 
million) and Heritage (€ 71.3 million) segments. 
 
The Performance segment generated the following sales revenues: 
 

Figures in € million 2007  2006 

Soccer 157.5  190.0 

Training  146.3  135.5 

Running  51.5  49.3 

Swimming 27.1  24.3 

Outdoor 13.7  9.5 

Other 53.2  47.9 

Revenue performance 449.3  456.5 

 

The decline in revenue by € 32.5 million (-17.1%) in soccer category, which benefited in the 
previous year from the soccer World Cup, was partially compensated for by revenue 
increases in the Training (€ +10.8 million or 8.0%), Outdoor (€ +4.2 million or +44.2%) and 
Swimming (€ +2.8 million or +11.5%) categories. Running lagged behind expectations but, 
at € +2.2 million (+4.5%), was still above the previous year. Sales revenues in the 
remaining Performance categories increased by € 5.3 million or 11.1%. 
 

Revenues in the Heritage segment increased by € 3.3 million (+ 4.9%), driven primarily by 
Footwear. 
 

Licensing income 

Licensing income climbed 7.1% to € 142.4 million in the wake of global sales growth and 
concerns revenues from subsidiaries. 
 

Earnings performance 

In addition to adidas AG's own sales activities, the development of earnings is strongly 
impacted by the Company's holding function for the adidas Group. The latter is reflected 
primarily in currency effects, cost transfers and allocations, as well as in net interest 
income. 

In the fiscal year just ended, our operating result was € -30.3 million (previous year: € -
60.2 million). The gross margin (gross revenue for the period minus cost of materials 
divided by gross revenue) remained almost unchanged at 47.5% (47.4% in 2006). Other 
operating income declined by 22.1%, from € 651.2 million in the previous year to € 507.3 
million n 2007. The € 143.9 million drop resulted essentially from a € 176.4 million 
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reduction in currency gains from € 373.4 million in 2006 to € 197.0 million in 2007. The 
opposite effect can be seen in other operating expenses in the decline in currency losses. 
Cost transfers from allocations to affiliated companies increased from € 125.4 million in 
the previous year to € 152.5 million in fiscal year 2007, up € 27.1 million. The remaining 
other operating income and other cost transfers increased by € 5.3 million. This change 
resulted from declining other cost transfers to Group companies (€ 110.8 million in 2007 
compared to € 120.2 million in the previous year), as well as from higher other operating 
income in 2007 of € 46.9 million (previous year: € 32.2 million). The cost transfers from 
allocations and other cost transfers result from adidas AG's holding function. 

Other operating income includes income relating to other periods of € 42.8 million, 
compared to € 23.9 million in the previous year. This income is essentially composed of 
income from the spin off of the equity investment in adidas Japan at € 24.8 million, from 
the reversal of provisions of € 10.5 million (previous year: € 12.1 million), and income from 
the reversal of allowances on receivables from affiliated companies of € 4.6 million 
(previous year: € 3.4 million).  

Other operating expenses declined by 20.5% to € 668.6 million (previous year: € 840.7 
million). The decline in these expenses by € 172.1 million essentially resulted from the € 
174.4 million drop in currency losses to € 298.2 million (also see the opposite effect in 
other operating income), and from the € 14.4 million reduction in advertising and 
promotional expenses from € 176.6 million to € 162.2 million. Miscellaneous other 
operating expenses increased by € 11.7 million from € 161.4 million to € 173.1 million. 
The legal and consulting expenses in other operating expenses rose from € 72.3 million to 
€ 79.4 million in 2007, up € 7.1 million. 

The € 16.2 million decline in net interest income to € 51.2 million resulted primarily from 
financing measures within the adidas Group. These measures increased adidas AG's 
liabilities to its affiliated companies. 

Income from equity investments increased by € 34.6 million year-on-year thanks to higher 
distributions. In addition, a profit distribution agreement was concluded with adidas 
Beteiligungsgesellschaft mbH in the 2007 fiscal year. This agreement generated income of 
€ 90.6 million for adidas AG. 

Accordingly, the result from ordinary activities was € 131.9 million (previous year: € minus 
5.0 million). 

Taxes on income totaled € 3.1 million in the year under review (previous year: minus € 
24.2 million). These taxes are essentially expenses from withholding tax. 

The net income for the year after taxes was € 128.4 million (previous year: € 18.8 million). 
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Assets and Liabilities  

The Company's asset and capital structure is very strongly affected by its holding company 
and financing functions for the Group. For example, long-term financial assets — 
consisting primarily of shares in affiliated companies — make up 69.6% of the assets on 
the balance sheet. The netting accounts, through which transactions between the affiliated 
companies, among others, are settled represent another 22.2% of the assets and 23.9% of 
the liabilities and equity on the balance sheet.  

With respect to assets, fixed assets increased by 14.7% or € 440.8 million year-on-year, 
from € 2,999.5 million to € 3,440.3 million. This was caused by the following changes. 

Additions to intangible assets were € 11.9 million (previous year: € 16.4 million). These 
additions were essentially software and the corresponding licenses. The acquisition of 
licenses comprised a significant proportion of these additions. There were no significant 
disposals in 2007. 

We invested € 22.9 million in tangible fixed assets, of which € 15.5 million was for 
operating and office equipment. The largest capital expenditures here were for computer 
hardware. 

Additions to long-term financial assets primarily concerned the € 400.0 million capital 
increase at adidas International B.V., Amsterdam, Netherlands. In addition, adidas AG 
brought the following long-term equity investments into adidas International B.V., 
Amsterdam, Netherlands at their carrying amounts: 

• adidas Holding S.A., Metz-Tessy, France (carrying amount: € 478.8 million. €) 

• adidas UK Ltd., Stockport, UK (carrying amount: € 21.4 million. €) 

• adidas (Ireland) Ltd., Dublin, Ireland (carrying amount: € 7.8 million. €) 

• adidas Taiwan Ltd., Taipei, Taiwan (carrying amount: € 1.4 million. €) 

The spin off of adidas Japan K.K., Tokyo, Japan, at adidas Beteiligungsgesellschaft mbH, 
Herzogenaurach, resulted in an addition of € 87.9 million at adidas AG. Related to this spin 
off was a disposal of the pro-rata carrying amount of adidas Beteiligungsgesellschaft 
mbH, Herzogenaurach, totaling € 63.1 million, which resulted in income of € 24.8 million 
overall. The equity investment in adidas Japan K.K. was then brought into adidas 
International B.V., Amsterdam, Netherlands at the carrying amount. 

The amortization and write-downs on long-term financial assets primarily concern 
Immobilieninvest und Betriebsgesellschaft Herzo-Base GmbH & Co. KG, Herzogenaurach 
(€ 2.3 million). 

The write-ups relate primarily to the shares in adidas Sverige AB, Stockholm, Sweden (€ 
2.5 million). 

Current assets declined overall by 19.7% or € 282.6 million, from € 1,437.0 million to € 
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1,154.4 million. The reductions in receivables and other assets by 20.4% or € 288.4 million, 
from € 1,411.8 million to € 1,123.4 million, arise from receivables from affiliated 
companies and are rooted in financing activities within the adidas Group.  

The sales activities of adidas AG are reflected in the balance sheet above all in the trade 
accounts receivable, which increased year-on-year by € 15.2 million from € 34.6 million to 
€ 49.8 million. Inventories rose from € 16.4 million to € 16.9 million, up 3.2% or € 0.5 
million, and essentially concern merchandise inventories in connection with adidas AG's 
retail activities. 

The increase in total liabilities & equity by 3.0% or € 140.4 million, from € 4,582.0 million 
to € 4,722.4 million resulted from a slight increase of 2.0% in shareholders' equity from € 
2,171.0 million to € 2,214.2 million (up € 43.2 million) and € 59.1 million in higher 
liabilities of € 2,263.9 million (plus 2.7%). In addition, we increased our provisions by 
19.3% or € 38.4 million to € 237.6 million (primarily provisions for outstanding invoices by 
€ 17.9 million €).  

Taking the prior year's distribution and the increase in total liabilities and equity into 
account, the equity ratio fell from 47.4% to 46.9%. 

 

Financial Position 

Our Company generated a positive cash flow from operating activities of € 746.0 million on 
net income for the period of € 128.4 million. The negative cash flow from investing 
activities was € 448.6 million and the negative cash flow from financing activities was € 
292.1 million.  

€ 529.8 million of the positive cash flow from operating activities resulted from the change 
in settlement accounts between the subsidiaries in connection with the Company's holding 
function. The negative cash flow from investing activities is attributable in particular to € 
400.0 million in expenditures for a capital increase by adidas International B.V., 
Amsterdam, Netherlands. The cash outflow from financing activities primarily concerns 
repayments of promissory note loans, current liabilities to banks and commercial paper of 
€ 206.8 million, as well as the dividend payment of € 85.5 million. 

No additional current financial liabilities were utilized by adidas AG in 2007. The 
concentration in the 2007 fiscal year was on the repayment of current financial liabilities 
with variable interest rates. During the course of the year, the Company thus reduced the 
commercial paper program and current liabilities to banks from € 171.9 million to € 80.5 
million. Mature promissory note loans were also paid back in 2007. The revolving credit 
line of € 2.0 billion is currently not being tapped and thus available in full. This credit line 
was extended for an additional year and is now predominantly available until 2012. 
Furthermore, there are additional lines of credit totaling € 2.3 billion available. In addition, 
the volume of the commercial paper program is € 2 billion and was used again in 2007 
(drawdown at 2007 year's end: € 28.6 million, of which adidas AG € 16.0 million). 
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Furthermore, our affiliated companies have short-term lines of credit available totaling 
about € 2 billion. 

 

Disclosures pursuant to § 289 (2) no. 5 and § 289 (4) German Commercial 

Code (Handelsgesetzbuch, "HGB")  
 

As the parent company of the adidas Group, adidas AG utilizes an organized market as 
defined in § 2 (7) German Securities Acquisition and Takeover Act (Wertpapiererwerbs- 
und Übernahmegesetz, "WpÜG") by virtue of its voting stock by the Company and thus 
reports pursuant to § 289 (2) and (4), HGB. 
 

Composition of the share capital and securitized rights of the shareholders 

The share capital of adidas AG amounts to € 203,628,960 (as of: December 31 2007), 
divided into 203,628,960 no-par value bearer shares (hereinafter called "shares"). Each 
share grants one vote at the annual general meeting. We are not aware of any restrictions 
relating to the exercise of voting rights or the transfer of our shares. In addition, no 
shareholder has special rights that bestow control authority to the shareholder. 100% of 
our shares are free float. We are not aware of any direct and indirect holdings in the 
capital of adidas AG that exceed 10% of the share capital. The other reports sent to us 
pursuant to § 21 Securities Trading Act (Wertpapierhandelsgesetz, "WpHG") with respect to 
share ownership were all below 5.1% in 2007.  
 

Amendments to the Articles of Association  

The amendment of our Articles of Association generally requires a resolution by the 
annual general meeting, which, as an exception to § 179 (2) Stock Corporation Act 
(Aktiengesetz, "AktG"), may be adopted by a mere simple majority vote and, if a majority 
share of the capital is required, by simple majority share of the capital, unless stipulated 
otherwise by our Articles of Association or mandatory statutory provisions. However, if the 
amendments pertain only to the text of the Articles of Association, our Supervisory Board 
is entitled to make these amendments without a resolution by the annual general meeting. 
This also applies to amendments to the text of Article 4 of our Articles of Association 
(Share Capital) after partial or complete execution of a capital increase in accordance with 
the utilization of approved or contingent capital. 
 

Authority of the Executive Board to issue shares 

Pursuant to our Articles of Association, the Executive Board is authorized, with the 
approval of the Supervisory Board, to increase the share capital in connection with existing 
authorized capital by issuing new shares. As of December 31, 2007, there are three capital 
authorizations for a total of € 90,312,500 with various possible applications. Pursuant to 
these, the Executive Board is authorized to increase the share capital: 
 

• until June 19, 2010, by issuing shares against cash contributions, once or severally, by 
up to a total of € 64,062,500  
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• until June 19, 2008, by issuing shares against cash contributions  
or contributions in kind, once or severally, by up to a total of € 6,250,000  

 

• until May 28, 2011, by issuing shares against cash contributions, once or severally, by 
up to a total of € 20,000,000.  

 

Shareholders' subscription rights can be excluded in certain cases with the approval of the 
Supervisory Board. 
 

In addition, the Executive Board has contingent capital available for the issuance of shares 
to the holders of the bonds issued in October 2003, as resolved by the annual general 
meeting on May 8, 2003. However, the issuance of these shares is only permitted to the 
extent the bondholders exercise their conversion rights. If this is the case, the total 
number of shares to be issued to these persons is 15,684,315 (as of December 31, 2007). 
 

In addition, the Executive Board is authorized, with the approval of the Supervisory Board, 
to issue additional bonds with warrants and convertible bonds until May 7, 2008. These 
bonds grant warrants and conversion rights to a total of to 20,313,723 shares, which may 
also be serviced from the 2003 Contingent Capital. 
 

Furthermore, pursuant to a resolution of the annual general meeting dated May 11, 2006, 
the Executive Board is entitled, with the approval of our Supervisory Board, to issue bonds 
with warrants and convertible bonds under exclusion of our shareholders' subscription 
rights, until May 10, 2011. The total number of shares to be issued upon exercise of the 
warrants and conversion rights to the holders of the bonds with warrants and convertible 
bonds is 20,000,000, which may be serviced from the 2006 Contingent Capital. 
 

In addition, as resolved by the annual general meeting on May 20, 1999, the Executive 
Board has contingent capital available for issuing shares to owners of stock options, which 
were issued to the beneficiaries of our Management Share Option Plan (MSOP) from 1999 
to 2003. MSOP beneficiaries are members of the Executive Board, members of executive 
bodies of affiliated companies as well as other executives of the adidas Group. The shares 
are issued to the beneficiaries to the extent they exercise their options in accordance with 
the option conditions if the prescribed performance targets are attained. The total number 
of shares remaining to be issued by the Executive Board to these persons in the event of 
the exercise of all stock options, taking into account expired stock options (33,550 stock 
options), is 134,200 no-par value bearer shares (as of December 31, 2007). If the shares 
are issued to members of the Executive Board, this is done with the prior approval of the 
Supervisory Board. 
 

Authorization of the Executive Board to buy back shares 

Pursuant to a resolution of the annual general meeting dated May 10, 2007, the Executive 
Board is authorized to acquire treasury stock up to a total of 10% share capital of adidas 
AG for any legally permissible purpose until November 9, 2008. At no time may the shares 
acquired, together with other treasury stock in the possession of adidas AG, comprise 
more than 10% of the share capital. The shares may, in particular, 
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• with the approval of the Supervisory Board, be disposed of on the stock exchange or by 
an offering to all shareholders in exchange for cash payment and at a price that is not 
significantly below the market price of shares of the same class;  
 

• with the approval of the Supervisory Board, be disposed of in connection with the 
acquisition of companies, parts of companies, or equity investments in companies, as 
well as the acquisition of industrial property rights or of licenses to such rights;  
 

• be used to service warrants and conversion rights or obligations to which the holders 
are entitled from a bond with warrant or convertible bond issued by adidas AG;  
 

• be used to fulfill rights of beneficiaries resulting from the MSOP.  
 

adidas AG does not have any treasury stock (as of December 31, 2007). 
 

Management and control 

The Executive Board of adidas AG currently consists of four members. In accordance with 
our Articles of Association, the Supervisory Board is responsible for both determining the 
number of members of the Executive Board and for their appointment and dismissal. It 
appoints the members of the Executive Board for a maximum period of five years. A 
reappointment or extension of the term for a maximum of five years at a time is permitted 
(cf. §§ 84 et seq. AktG in conjunction with § 31 1976 German Co-Determination Act 
[Mitbestimmungsgesetz, "MitbestG"]). In accordance with the provisions of our Articles of 
Association, the Supervisory Board has appointed a board chairman from among the 
members of the Executive Board. If a required member of the Executive Board is lacking, 
pursuant to § 85 AktG a judicial appointment may also be made in emergencies. A 
revocation of the appointment as member of the Executive Board is possible pursuant to § 
84 AktG if there is good cause with respect to this member, for example, a gross breach of 
duty.  
 

adidas AG has not concluded any significant agreements with third parties with provisos 
for a change of control as a result of a takeover offer. However, there are corresponding 
agreements between various subsidiaries and third parties. Currently, there are also no 
agreements with members of the Executive board or employees regarding payments of 
damages in the event of a change of control. 
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Compensation of the Executive Board 

 
The compensation consists of three components 

The total compensation of the members of the Executive Board totaled € 11.127 million in 
the 2007 fiscal year. In accordance with the recommendations of the German Corporate 
Governance Code, it comprises fixed and variable components. The latter entail risk and at 
the same time exhibit a long-term incentive effect. The compensation is composed of (1) a 
non-performance based component, (2) a performance-based component, and (3) a stock-
based component. The individual components are designed as follows: 

 

• The non-performance based component consists of the fixed annual salary and 
benefits. The fixed annual salary, which is paid monthly, is reviewed at regular intervals 
for normal market conditions and reasonableness and taking the Company's economic 
situation into account. The benefits essentially comprise the use of the company 
vehicle, the assumption of insurance premiums, and in exceptional cases, 
compensation for taxes due to different tax rules in Germany and the USA. There is no 
additional compensation for corporate offices held by our Executive Board members. 

 

• The performance-based component, which makes up the largest share of the total 
compensation of our Executive Board, consists of a performance bonus plus a bonus 
granted based on the Long-Term Incentive Plan (LTIP). Both bonus systems are 
structured such that they represent significant incentive for our Executive Board 
members to attain the stipulated targets and therefore support long-term, value-
driven corporate management. 

 

− The amount of the performance bonus is based on the individual performance of the 
Executive Board member in question, with reference to the fixed annual salary, as 
well as on the Company's success in connection with development of profits as 
budgeted. The performance bonus is paid after the end of the respective fiscal year 
after determining target achievement. 

 

− The amount of the bonus under the 2006/2008 Long-Term Incentive Plan 
(2006/2008 LTIP bonus) depends on the attainment of specified cumulative 
increases in income based on income before taxes (IBT) during the three-year 
period from 2006 to 2008. Payment will be made upon attainment of the targets and 
the adoption of the annual financial statements for the period ending December 31, 
2008. 

 

• The stock-based component consists of the compensation resulting from the MSOP. It 
is calculated from a performance discount consisting of the absolute and relative 
performance components. The stock options that were issued to our members of the 
Executive Board in annual tranches from 1999 to 2002 may be exercised after a holding 
period of two years, respectively, within a five-year period. A requirement is that at 
least one of the two performance targets, the absolute performance hurdle and the 
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relative performance hurdle, has been attained. Under the terms of our stock option 
plan, retroactive changes are not possible. Our annual general meeting did not resolve 
on a new stock option plan in the 2007 fiscal year, nor is a corresponding resolution 
planned for the annual general meeting in May 2008.  

 

Transfer of responsibility to the Executive Committee 

Pursuant to its by-laws, the Supervisory Board has transferred questions regarding the 
structure and reasonableness of the amount of the Executive Board's compensation to the 
Joint Executive Committee. The committee considers all of the compensation components 
to be reasonable, both in and of themselves and in toto. The criteria for the compensation's 
reasonableness are the size and global orientation of our Group and its economic position. 
In addition, the duties and contribution of the respective Executive Board member to the 
Company's success, the member's individual performance, and the performance of the 
entire Executive Board are also taken into account. 
 

Total compensation of the Executive Board in the 2007 fiscal year 

in € thousands 

 Non-performance based 

components 
Performance-based 

components 
Share-based 

component 

(MSOP) 

Total 

 

 Annual 
fixed 
salary 

Benefits Perfor
mance  
bonus 

2006/2008 
LTIP bonus¹ 

  

Herbert Hainer 

(Chairman) 
1,120 23 1,680 1,360 515 

 

4,698 

Glenn Bennett² 438 238³ 657 680 0 2,013 

Robin J. Stalker 500 11 680 680 0 1,871 

Erich Stamminger 600 35 1,230 680 0 2,545 

Total  2,658 307 4,247 3,400 515 11,127 

¹ Payment will be made upon attainment of the targets and the adoption of the annual financial statements 
for the period ending December 31, 2008. 
² The following compensation components of Glenn Bennett were granted in USD: Fixed annual salary:  
$ 600,000, benefits: $ 326,595, performance bonus: $ 900,000; An exchange rate of $ 1.3709 = € 1 was used 
when determining the compensation (2007 average annual rate). 
³ Also includes compensation for taxes paid due to different taxation in Germany and the USA 
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Remaining stock options in 2007 completely exercised 

The current members of the Executive Board still had a total of 2,800 options granted from 
the MSOP, all of which they exercised during the 2007 fiscal year. Total remuneration from 
the exercise of these stock options was € 514,840. Our Executive Board has no additional 
stock options (as of December 31, 2007). 
 
Commitments to members of the Executive Board in the event they leave the Company  

In the event an Executive Board member leaves the Company, severance pay rules have 
been stipulated in individual agreements with the members regarding the discontinuance 
of employment, and for one member of the Executive Board, compensation for a post-
contractual prohibition on competition.  
 
• The individual employment agreements with the Executive Board members stipulate 

severance pay rules for 100% of the fixed annual salary as a one-time payment in the 
event that adidas AG does not extend the agreement after expiration of the term of 
employment, even though the Executive Board member has declared his readiness to 
continue his work as a board member at the existing conditions. Should an Executive 
Board member die during his term of employment, the deceased's wife receives a one-
time payment of 25% of the board member's fixed annual salary. 

 
• A post-contractual prohibition of competition for a period of six months has been 

stipulated with board member Glenn Bennett. In the event this post-contractual 
prohibition on competition is asserted, adidas AG must pay compensation of 100% of 
the fixed annual salary. 

 
Pension commitments issued 

If the members of the Executive Board reach the retirement age of 65, as stipulated in 
their individual agreements, and have ended their work as a board member, they receive 
an old-age pension, or in the case of disability or incapacity to work prior to reaching the 
normal retirement age, a disability pension. In addition, a widow's pension is paid upon the 
death of the former member of Executive Board. 
 
• Old-age pension: The pension of Executive Board members is determined based on a 

percentage of qualifying remuneration, which is currently the fixed annual salary. 
Starting from a base amount of 10% of the qualifying remuneration, the pension 
entitlement increases by 2% for each full year of an appointment as an Executive Board 
member of adidas AG² and can reach a maximum of 40% of the qualifying 
remuneration. If a member of Executive Board leaves office before reaching the 
retirement age, the accrued pension rights vest based on statutory provisions. The 
indexing of current pension payments follows statutory provisions. 
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• Disability pension: It equals 100% of the achieved pension entitlement. 
 
• Widow's pension: The surviving wife receives a widow's pension totaling 50% of the 

pension entitlement. 
 
¹ Different rule for Robin Stalker: 50% of the fixed annual salary. 
² Hiring date of Herbert Hainer and Erich Stamminger: April 1, 1997; Hiring date of Robin Stalker: January 1, 
2001; Different rule for Glenn Bennett: Instead of the hiring date (April 1, 1997) January 1, 2000 is the 
decisive date for computing the pension entitlement. In addition, the base amount is 20% of the qualifying 
remuneration. 
 

Pension fund and pension trust fund cover pension entitlements 

To settle the pension entitlements acquired by our active Executive Board members up to 
the end of 2006, adidas AG made a one-time payment of € 8.675 million to a pension fund 
during the 2006 fiscal year. The payment corresponded to the present value of the 
calculated future pension entitlements and was arithmetically allocated to the members 
of our Executive Board in accordance with the pension provisions existing up to that date. 
adidas AG makes corresponding payments to an external pension trust fund for the 
pension entitlements arising starting from the 2007 fiscal year. In 2007, this was 
calculated at € 545,219. To the extent the pension entitlements of active and former 
members of the Executive Board are covered through a pension fund and pension trust 
fund, no pension provisions are recognized in the single-entity financial statements under 
German accounting standards. adidas AG has established pension provisions for the future 
pension entitlements of our former board members who are not covered by the pension 
fund.  
 
Payment into the pension fund/pension trust fund 

in € thousands  

 2007 2006¹ 

Herbert Hainer 
(Chairman) 

240 4,490 

Glenn Bennett 82 925 

Robin J. Stalker 120 848 

Erich Stamminger 103 2,412 

Total 545 8,675 

¹ Includes the one-time payment into the pension fund for future pension entitlements arisen up to December 31, 2006. 
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Expense for earned pension benefits of the Executive Board 
in € thousands  
 

 2007 2006 

Herbert Hainer 
(Chairman) 

215 238 

Glenn Bennett 68 70 

Robin J. Stalker 161 161 

Erich Stamminger 96 108 

Total 540 577 

 
 
Pension payments to departed members of the Executive Board 

Pension payments totaling € 1.727 million (2006: € 1.906 million) were made to departed 
members of the Executive Board in the 2007 fiscal year. There are pension provisions 
totaling € 30.145 million for pension entitlements to these persons (2006: € 29.691 
million). 
 
No loans to members of the Executive Board 

The members of the Executive Board did not receive any loans from the Company in the 
2007 fiscal year.  
 
 
COMPENSATION OF THE SUPERVISORY BOARD 

 
Compensation in the 2007 fiscal year 

The fixed annual compensation of each individual member of the Supervisory Board was € 
21,000, twice that for the chairman of the Supervisory Board, and 1.5 times that for each of 
the two deputy chairmen. In addition, the outlays incurred in connection with meetings 
were reimbursed. Supervisory Board members who did not hold office during the entire 
fiscal year received pro-rata compensation calculated in accordance with their term of 
office. The same applied correspondingly for the chairman and the deputy chairmen. 
 
New rules governing compensation in the Articles of Association as of the 2008 fiscal 

year 

By resolution of the annual general meeting dated May 10, 2007, there are new rules 
governing for the compensation of Supervisory Board members. They apply for the first 
time for the 2008 fiscal year. The increase in the fixed compensation is intended to take 
into account Supervisory Board's more intensive monitoring work. The additional 
compensation of memberships in and chairing Supervisory Board committees fulfills an 
additional recommendation of the German Corporate Governance Code.  
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Compensation for consulting agreements 
adidas AG concluded a temporary, project-related consulting agreement with Dr. 
Friderichs, which ended on June 30, 2007. He received a fee of € 195,000 from this 
agreement (2006: € 213,386). Mr. Filho, who collected a consulting fee of € 285,100 in the 
2006 fiscal year, did not receive any fee in the 2007 fiscal year because his temporary, 
project-related consulting agreement had expired at the end of the 2006 fiscal year. 
 
No loans to Supervisory Board members 

Members of the Supervisory Board not received any loans from the Company in the 2007 
fiscal year.  
 

¹ At the end of the Supervisory Board meeting on November 7, 2007, Dr. Hans Friderichs was elected as Chairman of the 
Supervisory Board for the remainder of the current term of office until adidas AG's annual general meeting in May 2009. 
² At the end of the Supervisory Board meeting on November 7, 2007, Igor Landau was elected as another Deputy 
Chairman of the Supervisory Board for the remainder of the current term of office until adidas AG's annual general 
meeting in May 2009. 
³ Dr. Stefan Jentzsch, previously an alternate member on the Supervisory Board, promoted to a full member of the 
Supervisory Board of adidas AG at the end of the Supervisory Board meeting on November 7, 2007. 
4 At the end of the Supervisory Board meeting on November 7, 2007, Henri Filho resigned his office as member and 
Chairman of the Supervisory Board. Dr. Hans Friderichs was elected in his place as Chairman of the Supervisory Board 
for the remainder of the current term of office until adidas AG's annual general meeting in May 2009. 

 

Compensation of the Supervisory Board 

in € 
 2007 2006 

Dr. Hans Friderichs¹ 33,046 31,500 

Igor Landau² 22,546 21,000 

Fritz Kammerer 31,500 31,500 

Sabine Bauer 21,000 21,000 

Dr. Manfred Gentz 21,000 21,000 

Roland Nosko 21,000 21,000 

Hans Ruprecht 21,000 21,000 

Willi Schwerdtle 21,000 21,000 

Heidi Thaler-Veh 21,000 21,000 

Christian Tourres 21,000 21,000 

Klaus Weiß 21,000 21,000 

Dr. Stefan Jentzsch³ 3,092 0 

Henri Filho4 35,816 42,000 

Total 294,000 294,000 
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Research and Development 
Being a forerunner in product innovation is decisive for our long-term success as a 
leading company in our industry. Our Research and Development Division is therefore a 
cornerstone for our Company's future. We invest significant resources in continually 
enhancing and marketing technological innovations and contemporizing our design 
philosophy, to best unite our brand values with the unique needs of our consumers. 
Designers and product developers in the Group's Research and Development Division 
work in internal teams together with experts in biomechanics, materials technology, 
production and process engineering, as well as specialists in similar disciplines. 
 
Ambitious research and developmental goals  

Research and development is of the highest importance for our success because we must 
always meet and exceed the technology and design expectations of our consumers and 
customers. Our position as the industry's technology leader is evidenced by an abundance 
of awards for our innovative products. Our Company's goal of bringing at least one new 
revolutionary technology or pioneering enhancement on the market each year 
underscores that research and development continue to remain the cornerstones of our 
Group.  
 
Efficient research and development structure 

The Research and Development Division is organized decentrally throughout the Group. 
Each brand pursues its own research, design, and development activities at major 
locations in several countries. Our various brand teams cooperate closely to increase 
efficiency. They exchange findings in pure and biomechanical research and existing 
technologies. We also utilize the special expertise of renowned research partners, 
particularly in pure research. 
 
The exchange of fundamental expertise about soccer is a prime example of the technology 
transfer for which we strive within the Group. In 2007, we used we a bar that had been 
deployed in a version of the adidas Predator® soccer shoe in the new Sprintfit from 
Reebok. 
 
We transfer technologies across categories to optimize the efficiency of the individual 
teams, e.g. the transfer of adidas ForMotion™ technology or the intelligent adidas_1 
technologies from running to the basketball category at adidas or the transfer of the 
Kinetic Fit System (KFS) technology from running to the soccer category.  
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Holistic R&D approach at adidas 

Our Company's research and development activities concentrate on developing innovative 
technologies for shoes, apparel, and sports accessories. To solidify adidas' position as a 
leader in technology and innovation, the adidas innovation team (ait) is responsible for 
developing cutting-edge technologies and concepts in all product categories. The team is 
divided into groups that focus on individual product categories such as basketball or 
soccer or cross-category projects such as intelligent products or energy management 
systems (cushioning technologies). Research and development projects follow a holistic 
approach in which a number of professional athletes, such as Zinédine Zidane, Michael 
Ballack, Elena Isinbayewa, Allyson Felix, and Jeremy Wariner, as well as recreational 
athletes from various sports are included. In addition, adidas cooperates with sports clubs 
such as AC Milan and FC Bayern Munich to test products and to optimize them to meet the 
requirements and concepts of these teams.  

Important R&D locations and activities  

 Location Major activities 

Global development center (ait) Herzogenaurach Design and development 

Global development center (ait)  Portland, Oregon, USA Design and development  

Global test center (ait) Scheinfeld Product testing 

Asian design and development center  Shanghai, China  Design and development  

Asian product development center Tokyo, Japan Development 

 

adidas AG operates in-house development and test centers at Herzogenaurach and 
Scheinfeld, whose results, as well as the results from other development centers are 
made available to the subsidiaries. Correspondingly incurred research and development 
costs are passed on accordingly. 
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Strategy for active protection of trademarks and patents 

In order to appropriately profits from R&D achievements, we always seek to gain 
trademark and patent protection for our key products, technologies, and innovations in all 
major markets for footwear, apparel, and sports accessories. We hold registered 
trademark rights or have applied for trademark protection for the Group’s brands and 
other brand names in most countries around the world. We have a multitude of patents 
and are therefore not dependent on any single patent or licensed technology. As part of 
our business strategy, we rigorously defend the Company's trademarks and patents by 
monitoring and prosecuting infringements of trademark and patent laws around the world. 
In addition, we vigorously protect our brand innovations against counterfeits and 
imitations. 
 
Highly qualified expert staff 

A team of highly qualified employees from various nationalities and diverse fields of study 
is the key to success for research and development activities for all our brands. 
 

Large number of innovative products in 2007 
Developing industry-leading technologies is only one aspect of innovative market 
leadership. Successfully marketing these technological innovations is just as vital. A major 
portion of the Company's revenue in 2007 was generated from products that were newly 
launched on the market during the course of the year. Our product launch plan for 2008 
again has an abundance of innovative products. 
 

Successful product launches in all major categories 
Enhancements in existing technologies in all major categories were key to our brand's 
success in 2007. In the Group, the adidas brand generated 77% of its revenue from 
products that were launched in 2007. Only 6% of the total revenue generated from 
products that were launched three years or more ago. Examples of product enhancements 
in running include, among others, the new versions of our core families, adiSTAR, 
SuperNova, and Response with ForMotion™ technology, or the new generation of the 
BOUNCE™ running shoes. We increased our revenue from products for women primarily 
thanks to the successful introduction of the Stella McCartney "Gym/Yoga" apparel 
collection and the presentation of the adilibria and Fuse apparel collections for women. 
The introduction of adidas TechFit™, our most innovative functional performance clothing 
line to date, also contributed to the positive development in the training category. 
 

 

Controlling system 

 
The strategic aim of adidas Group's corporate planning and controlling system is the 
continuous value creation for brands. Our primary financial objective is to generate 
maximum free cash flow by improving sales and profits as well as optimizing capital 
employed. Corporate management employs a multitude of different tools in its decision-
making processes to evaluate the current state of our business development and to 
coordinate forward-looking strategy and capital spending decisions such that he Company 
can fully exploit economic and corporate profit potentials. 
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2007 Risk and Opportunity Report 
 

As the Group's parent company, adidas AG is indirectly exposed to the Company's risks 
and/or benefits from its opportunities. Our Company continually endeavors to identify and 
develop opportunities in order to sustainably maximize profitability and increase long-
term shareholder value. We are aware that this endeavor requires us to take certain risks 
to optimally exploit business opportunities in a well-controlled and manageable corporate 
environment. Our principles for risk and opportunity management apply throughout the 

Group. 
 
Fundamentals and processes of risk and opportunity management 
Our Group is continually confronted with risks and opportunities that can have both 
positive as well as negative impacts on the economic development of our Company, our 
profitability, cash flow, but also on intangible assets such as brand image. We understand 
risks to be the potential occurrence of internal and external events that can negatively 
influence the attainment of our current objectives or the implementation of our long-term 
strategies. Risks can also be missed or poorly exploited opportunities. Opportunities may 
be generally defined as internal and external, strategic and operating developments 
which, if used correctly, can positively affect the Company. To ensure the most effective 
management possible, we have implemented an integrated management system 
concentrated on the identification, measurement, management, controlling, and reporting 
of risks and opportunities. The primary goal of this system is to ensure and further 
increase shareholder value. In addition, we use the opportunity-driven approach in 
decision making, without neglecting the risks.  
 
For us, risk and opportunity management is optimal if risks, risk-compensating measures, 
and opportunities are identified and measured at the place where they occur, specifically, 
in connection with a dovetailed approach in controlling, aggregating, and reporting. Risk 
and opportunity management is therefore a Group-wide task that builds on the findings of 
management at the local and regional business unit level. These managers receive 
support and strategic orientation from functions at the brand and Group level. A 
centralized risk management system takes over the reconciliation of the various corporate 
functions in the risk and opportunity management process and coordinates the 
involvement of the Executive and Supervisory Boards as required.  
 

57



  

Our centralized risk management system also provides the necessary tools and expertise, 
such as our Group Risk Management Manual, which is available to all employees online. 
This manual documents the risk management principles, procedures, tools, risk areas, 
and authority within the Group. It also prescribes the communications duties and reporting 
requirements. This top-down, bottom-up approach in risk and opportunity management is 
supplemented in our Group, in that our Internal Audit Department independently 
measures and reviews the operational and internal processes throughout the Group. 
 
The most important elements of our risk and opportunity management processes are: 
 
• Risk and opportunity identification: We continually monitor not only the 

macroeconomic environment and developments in the sporting goods industry, but 
also internal processes, in order to evaluate risks and opportunities as early as 
possible. The business units at the local and regional level are primarily responsible 
for identifying and managing risks and opportunities. In addition, each business unit 
actively observes the development of brands, distribution channels and prices in 
sports, leisure/lifestyle, and sports fusion, our core markets. 

 
Primary qualitative and quantitative market research is a key element in the 
identification process. This includes, for example, trend scouting, consumer surveys, 
as well as feedback from our business partners and our selling space network. This is 
supported by an analysis of the competitors. Our analyses concentrate equally on the 
areas in which there are risks of market saturation through increasing competition or 
changing consumer taste.  

 
• Risk and opportunity assessment: Identified risks and opportunities are assessed in 

terms of their probability of occurrence and their potential contribution to earnings. 
The earnings contribution defined as the operating profit excluding intercompany 
royalties. The probability of occurrence for individual risks and opportunities is 
measured using a probability.  

 
• Risk and opportunity management: Risks and opportunities are managed in 

accordance with the Group's risk and opportunity management principles and the 
Group Risk Management Manual. In cooperation with corporate Risk Management, line 
managers decide which of the respective risks we will accept or avoid and which 
opportunities we will pursue. The Executive Board or the Supervisory Board is included 
in this process if the risk or opportunity exceeds a certain magnitude. During this 
process, we also decide which measures will be taken to compensate for or transfer 
risks. One example of risk compensation measures for reducing risks is currency 
hedging.  
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• Risk and opportunity monitoring and controlling: Greater transparency of risks and 

opportunities is a primary goal of our integrated risk and opportunity management 
system. At the same time, we endeavor to measure the success of our initiatives for 
risk compensation. The Group centrally monitors each of these measures on a regular 
basis. For opportunities, the objectives and performance indicators that were set in the 
in original identification and assessment process are regularly monitored. This also 
allows us to improve our products as well as our communication and distribution 
strategies and adapt to ongoing developments in our rapidly changing market.  

 
• Risk and opportunity aggregation and reporting: Corporate Risk Management 

aggregates identified risks throughout the Group and supplies regular reports to the 
Executive Board and Supervisory Board. The individual risks are aggregated based on 
the total of all measured risks (as the total of the probability of occurrence multiplied 
by the potential net loss). Risks with a probable financial impact of at least € 1 million 
on the expected earnings contribution for the year as a whole are reported to corporate 
Risk Management monthly; risks with a probable financial impact of € 5 million or 
more are reported immediately after identification. Opportunities are aggregated 
separately as part of the strategic planning, budgeting, and forecast process.  

 
 
External and industry-specific risks 

 
Macroeconomic risks 
Growth of the sporting goods industry is closely correlated to consumer confidence and 
consumer spending. Pronounced economic downturns, especially in regions where the 
Company is highly represented, therefore pose a significant short-term risk to sales 
development. To minimize this risk, the Group strives for an even distribution of the 
revenue not only among the most important regions in the world, but also between mature 
markets and emergent countries. In addition, one of the key elements in our performance 
positioning is the utilization of a comprehensive event and partnership portfolio, in which 
demand is predictable and less sensitive to macroeconomic developments. For 2008, we 
expect a slowdown in global economic growth, above all, in North America. The risk of 
macroeconomic shocks has increased accordingly compared to 2007. Economic growth in 
emergent countries such as China, Russia, and India, however, will probably continue. 
These markets have now replaced North America and the European Union as the largest 
drivers of revenue growth for our Group. However, we now estimate the probability that 
unfavorable macroeconomic developments could impact our business as medium. Should 
such a development occur, this could have moderate negative financial effects on the 
Group.  
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Risks from consumer demand 
The failure to forecast changes in consumer demand and to react accordingly is one of the 
most serious threats for our industry. Changes in consumer demand can occur suddenly 
and unexpectedly. As the product procurement cycles in our industry average around 12 to 
18 months, our Group faces the risk of a short-term revenue loss if we are incapable of 
reacting rapidly to such changes. But what is even more critical is the risk of overlooking a 
new consumer trend long-term or not recognizing the potential scope of trend over a 
longer period. To minimize this risk, it is therefore a corporate task to continually identify 
any changes in consumer demand for all of our brands and to react to such changes as 
early as possible. We use comprehensive primary and secondary market research tools in 
this connection. As the industry leader however, our core brand strategy continues to be 
aimed at influencing the changing consumer environment rather than reacting to it. We 
invest considerable resources in research and development in order to remain innovative 
and to launch new technologies and designs on the market. In addition, our extensive 
programs for marketing and product and brand communication to consumers are 
intended to create demand for our brands and brand initiatives. We will also continue to 
concentrate on improvements in our supply chain in order to reduce the period between 
conception and the product's retail availability ("concept-to-shelf"). With respect to 
changes in consumer demand, we continue to see a medium probability of occurrence. We 
still assess the potential effect of such a risk on our Group as medium.  
 
Risks from industry consolidation 
The Group is exposed to risks from the consolidation of markets as well as from strategic 
alliances between competitors and/or retail dealers. These events could result in a 
reduction of our negotiating power and atypical competitive behavior such as price wars. 
Unusual reductions in product prices and less available shelf space at retail dealers are 
the most typical consequences of these risks. For example, a continuing intensely 
competitive environment in one of the Group's important markets can jeopardize the 
development of revenue and profitability. To mitigate this risk, we aim to maintain a 
regionally-balanced revenue distribution and continually adapt the Group's distribution 
strategy. We expect a further consolidation among competitors and trading partners, in 
spite of an increasingly challenging environment for mergers and takeovers, due to the 
difficulties in the credit markets. This expectation is based on the strong balance sheets 
and solid free cash flows within our industry. As a result of this, we continue to classify the 
probability of occurrence of risks due to market consolidation, which could have a medium 
potential effect on revenue and profitability, as medium. 
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Political and regulatory risks 
Political and regulatory risks comprise potential losses through expropriation, 
nationalization, unrest, terrorism, and major changes to trade policy. The Group is 
exposed in particular to risks in connection with sudden major increases in import 
restrictions as well as sharp jumps in import duties. Such risks can impair the free flow of 
goods within the Group and from its suppliers. To minimize this risk, we use a broad base 
of suppliers that allows us to relocate production to other countries early if necessary. We 
do not expect any significant changes in trade policies for 2008 that would have serious 
consequences for the Group. The letter of intent between the EU and China that 
established import quotas for certain types of clothing expired at the end of 2007. In our 
opinion, there is a small probability that new import quotas will be set as both parties have 
agreed on other control mechanisms to regulate the growth in exports into the EU. The 
current allocation of quotas for apparel between the USA and China remains in effect for 
all of 2008. In October 2008, the European Commission will review its anti-dumping 
measures for imported leather shoes from countries other than China and Vietnam. 
However, we expect that the exceptions for technical athletic shoes (which represent the 
majority of our footwear offering) will remain with only minor changes. However, any 
unforeseen changes in the general legal conditions in the EU will likely have only a very 
minor financial impact on the Group due to the proactive geographical diversification of 
our procurement portfolio. We consider the medium-term risk from further political and 
regulatory actions as having a low probability of occurrence as well. However, we estimate 
the potential financial effect of an unexpected, significant change in the political or 
regulatory environment as moderate.  
 
Legal risks 
The Group is exposed to the risk of claims and litigation from infringement of third-party 
trademark or patent rights. To reduce this risk, new product technologies and names are 
carefully scrutinized to identify and avoid possible conflicts with third-party rights. In 
February 2006, a major competitor sued the Group for alleged breach of patent rights in 
connection with two footwear models. This issue was amicably settled in 2007 and without 
awarding any payments for damages. In 2007, an inventor sued several providers in the 
athletic shoe industry, including the Group, for an alleged breach of a sole cushioning 
patent. However, we do not expect that these or other pending legal disputes will have a 
significant impact on the Group's financial situation. We also increased the resources in 
our Copyright Protection department in 2007 in order to advance additional improvements 
in the review and analysis of our patent portfolio. Due to the extensive safeguards, we 
believe that the probability of occurrence of a serious breach of third-party trademark or 
patent rights by the Group is low. However, we continue to estimate the potential financial 
impact on the Group in the event of occurrence as moderate. 
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Risks from counterfeit products 
As popular consumer brands with technological and design innovations as defining 
characteristics, the Group's brands are frequent targets of product counterfeiting. To 
reduce the loss of sales and the potential damage to the brand image resulting from sales 
of substandard products under our brand names, the Group uses extensive legal 
protection (as a rule through registration) and works closely with enforcement authorities, 
investigators, and outside counsel. Although we have strengthened measures such as the 
use of security labels at authorized suppliers, further development of these measures 
remains an important concern for 2008 and beyond. We therefore estimate the probability 
of continued product counterfeiting over the short and mid-term to be high. However, we 
believe that we have budgeted sufficient resources to continue our efforts in the battle 
against product counterfeiting. As before, we categorize the potential negative impact on 
our expected earnings contribution to be low.  
 
Social and environmental risks 
We are aware of our constant responsibility for our employees, suppliers, and the 
environment. Abuses in these areas – in particular violations of human rights and doubtful 
employment practices – can greatly impair the reputation and efficiency of the Group and 
its suppliers. We have established workplace standards to limit this risk. Suppliers must 
adhere to these standards in order to become and remain a business partner of the adidas 
Group. Internal inspections of suppliers' factories are conducted regularly and confirmed 
by extensive independent audits. If there are violations of our standards, we develop action 
plans and timetables to ensure future compliance and further improvements. If this 
timetable is not met, we end our business relationship with the supplier in question. We 
will further intensify these activities in 2008. We therefore regard the risk of social and 
environmental abuses as likely only in isolated cases and, in the event of occurrence, of 
potentially minor financial consequence. 
 
Natural hazards 
The Group is exposed to external risks such as natural disasters, epidemics, fire, and 
accidents. In addition, damage to buildings, production facilities and warehouses of the 
Group or its suppliers, and to merchandise in transit may result in property damage or 
interruptions in business activities. We counter these risks by various means. For 
example, we use reliable suppliers and logistics providers who guarantee high security 
standards and emergency plans. In addition to our extensive insurance coverage, we have 
also implemented emergency plans to minimize potential negative consequences. We 
therefore assume a small likelihood of occurrence and – after compensation by the 
insurer – only a minor financial loss.  
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Strategic and operating risks 

 

Portfolio integration risks 
We are exposed to risks in connection with the integration of newly acquired business 
segments. In our continuing actions to integrate the Reebok brand, there is a risk of 
overestimating the potential revenue and cost synergies. In addition, we face risks in its 
practical implementation, such as those arising in standardizing functional business 
processes at the various brands and harmonizing the Group's IT systems. To reduce these 
risks, we established a controlling function dedicated to continually monitoring our 
integration activities in 2006. In view of the realization of the expected revenue and cost 
synergies in 2007, as well as 2008 initiatives that have been clearly communicated 
internally, we are confident we will achieve our mid-term synergy targets. We therefore 
continue to estimate the likelihood of occurrence of the portfolio integration risks to be 
low. However, due to the magnitude of the expected synergies, we continue to consider the 
potential financial effect of these risks to be high.  

 

Risks from the loss of major event and promotional partnerships 
Event and promotional partnerships play a material role for the Company's brand image 
and revenue from licensed products. The Group faces the risk of losing important 
partnerships or having to accept disadvantageous terms due to greater competition for 
attractive agreements. To mitigate these inherent risks, we actively endeavor to extend 
our most important partnership agreements by regularly initiating negotiations prior to 
expiration of an agreement. Furthermore, we pursue a strategy of expanding the Group's 
portfolio of premium partnerships to reduce reliance on individual alliances. In addition, 
our contracts normally include change of control provisions and non-monetary 
compensation components. In this way, we avoid the risk that the competition comes down 
to price alone. In 2007, we secured long-term contract extensions with a number of 
important partners and announced several agreements on significant new event alliances 
and multi-year promotional partnerships. The competition for leading partnerships in our 
industry clearly heated up in 2007. One example of this was the attempt by a major 
competitor to entice away the German Soccer Association (Deutscher Fußballbund, 
"DFB"). Although we were able to successfully extend our agreement with DFB, in our 
opinion there is now a medium likelihood for the loss of important promotional 
agreements. However, based on the term of our most important agreements, over the 
medium term we expect that this risk could potentially have only minor financial impacts. 

 

Risk from the loss of brand image 
Securing and increasing the value of our brand image and our reputation by creating 
strong brand identities is decisive for supporting and advancing revenue and earnings 
growth. The adidas Group faces a considerable risk if it should be unable to maintain the 
attention, attachment, and buying decision of consumers with regard to our brands at a 
constant high level. We mitigate this risk through clearly defined mission statements, 
values, and targets for all of our Group brands. These aspects form the basis of the 
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communications strategies for our products and brands. In addition, we continually 
optimize our product offering to react to changes in consumer demand and to align our 
offering to the latest market trends. Sending a clear and consistent message to our target 
consumers, particularly at the point-of-sale, is at the heart of all brand image initiatives. 
Thanks to adidas' strong brand momentum in 2007, as evidenced by improved market 
research findings, we are confident that the brand image risk remains low.  

 

Risks in product design and development  
Innovative and attractive products generate high revenues and also affect other products 
through the so-called halo effect. New product technologies and fresh design ideas must 
be brought to market quickly to maintain competitive advantages. Should we fail to 
develop a continually strong pipeline of new and innovative products over a longer period, 
the Group would be exposed to the risk of a considerable decline in revenue. In 2007, all 
brands generated the major portion of their revenue from products that were launched in 
the last 12 to 18 months. We continually invest in further expanding our innovative ability 
and design strengths. We streamline our research and development processes so that we 
can react quickly to changing consumer preferences and bring products to market faster. 
We therefore continue to consider the probability of this risk materializing, which could 
potentially have a significant financial effect, as low.  

 

Product quality risks  
The group faces the risk of possible product defects, which could result in injuries to 
consumers and/or damage the image of our products on the market. To reduce such risks, 
we conduct intensive quality control tests prior to production, collaborate closely with 
suppliers during of the production process, conduct random checks after delivery to the 
retailers, openly communicate product defects, and if necessary, ensure timely settlement 
of product liability claims. We categorize the probability of product liability cases or 
extensive product recalls as low. Although we are insured against the financial impact of 
major product liability cases, any product quality risks could have a moderate financial 
impact due to the potential costs of a major product recall. 

 

Own-retail risks 
As part of its own retailing activities adidas Germany also opens new businesses. This 
entails considerable capital expenditures for both business equipment and fixtures in 
advance and for ongoing maintenance. In addition, own-retail stores often require longer-
term lease obligations and substantially higher personnel expenses in relationship to 
revenue than sales through third parties. This higher proportion of fixed costs compared 
to sales to third parties entails a risk in case of significant sales declines. We minimize the 
capital investment by only entering into rental agreements with a term of less than ten 
years. Shops performance is measured using a retail scorecard with nine quantitative 
performance indicators. All shops are classified based on their weighted average score. 
Shops that do not meet our expectations are either restructured or closed, depending on 
the case at hand. We estimate there remains a medium probability of occurrence for 
extensive closures. However, overall, we consider the scope of the potential financial loss 
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from any such closures, which could also include impairment losses, to be low due to the 
growth of our retail business and the consolidation in retailing.  
 

Personnel risks  
The adidas Group's future success is highly dependent upon our employees and their 
skills. We therefore face the risk that we may fail to identify, recruit, and retain the most 
talented people that are best suited to the special needs of our Company. To mitigate this 
risk, we do our best to offer our employees a motivating work environment. We want this 
environment to make adidas AG the employer of choice in our industry and enable our 
employees to exploit their full potential. The Company supplements these efforts with 
attractive bonus and incentive programs as well as long-term career opportunities and 
planning. We assume that our personnel risks in 2007 are the same as in the previous 
year. We therefore continue to consider there is a low probability of these risks occurring, 
which could entail a moderate financial impact for the Group. 

 

Risks from non-adherence to standards 
There is the risk that our employees violate directives and standards for appropriate and 
responsible business practices. To counter this risk effectively, a Group Policy Manual, 
applicable worldwide, was introduced at the end of 2006. This manual contains 
fundamental behavioral rules and work practices for our most important corporate 
divisions as well as a reformulated code of conduct. This code prescribes that in their work 
for the Group all of our employees must act ethically and adhere to the laws and 
provisions of the respective legal system. We introduced a new e-learning tool for the code 
of conduct in 2007 in connection with our global program for compliance with standards to 
support ongoing employee training. Participating in training is mandatory for all 
employees. We still consider the probability of serious violations occurring, which could 
entail moderate financial impact for the Group, to be low. 

 

Risks from increasing costs of input stock 
Raw materials and labor costs account for about 80% of the Group's cost of sales. 
Materials such as rubber and PVC, the price of which closely correlates to oil prices, are 
particularly subject to the risk of price increases. As our orders and price negotiations 
usually occur about six months prior to production, our procurement unit has sufficient 
insight and reaction time to overcome and plan for sharp increases in the costs of input 
stock. We use our own sourcing agency reduce the financial consequences of higher 
procurement costs on our product margins by working closely with our suppliers in order 
to improve their production efficiency and find new, innovative materials. In addition, we 
have exploited economies of scale from the higher procurement volume resulting from the 
acquisition of Reebok and continually improve our production efficiency. We could also 
offset this risk through higher prices but such a step is dependent on the particular 
consumer and retail environment. Over the mid-term, we also have the ability to adjust our 
procurement structure and exploit more favorable prices at other locations. We continue 
to believe there is a moderate risk from increasing costs of input stock. We estimate the 
short-term financial consequences arising from increasing costs of input stock to be low 
due to the difference in timing between order placement and production. However, given 
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the sharp jump in oil prices in 2007 and continuing wage and salary inflation in Asia, the 
financial effects have intensified for the mid-term and could have moderate consequences 
for our profitability beyond 2008. 
 

Supplier default risk 
We obtain a very high percentage of our product offering from independent suppliers, 
primarily domiciled in Asia, through our own sourcing agency and a distribution company. 
We work closely with suppliers who demonstrate reliability, quality, innovativeness, and 
continuous improvement in order to reduce the supplier default risk. The consolidation of 
the procurement units of adidas and Reebok allowed us to reduce by 35% the number of 
independent manufacturers with whom we work to 357 in 2007 (2006: 547). This allowed 
us to streamline our procurement structure and concentrate on the suppliers providing 
the highest quality, without losing flexibility or competitiveness, and hence reduce our 
risk. As a result of this, we continue to estimate supplier risks as having a low probability 
of occurring and the scope of any the potential financial loss to also be low. 
 
Customer risks  
Customer risks arise from our dependence on key accounts that are able to exploit their 
bargaining power. This could create considerable margin pressure or lead to order 
cancellations. These risks arise not only due to the relative size of some our key accounts, 
but also from our limited ability to influence their business, as well as from the external 
influences of their respective consumer environment. We have a broad-based distribution 
strategy, which also comprises the expansion of the selling space we control, to mitigate 
these risks. This reduces the negative consequences of possible sales losses at key 
accounts. In 2007, no individual customer accounted for more than 10% of brand sales. In 
addition, we cooperate proactively with major trading partners to further optimize our 
revenues through new innovative initiatives at the point of sale. When needed, we also 
restrict the sale of our brands to protect the brand image or product margins and shorten 
the supply. We continue to estimate the financial impact from customer risks as low. 
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IT risks  
A Group-wide breakdown of IT systems or a substantial data loss could cause serious 
business disruptions. Projects of material significance to the Company could be delayed or 
go over budget through inadequate project management. To reduce these system risks, 
we regularly review our IT strategy, conduct proactive maintenance, and prepare 
emergency plans in the event of system disruptions. We perform scheduled data backups 
several times a day and create a complete backup copy once a day in two alternating data 
centers. In addition, our reserve solution for the central ERP system (enterprise resource 
planning) allows us to switch to a remote location, quickly and without data loss, if 
necessary. System security and reliability are controlled using internal tests and external 
audits on a regular basis. In 2007, we exceeded our availability target of 99.7% for major IT 
applications. IT project risks are further reduced by implementing proven project 
methodology for all IT projects and conducting regular risk reviews for major projects. 
This allows us to counter potential risks at critical control points even before project 
conclusion. We therefore continue to estimate that the likelihood of occurrence of a 
serious IT outage is extremely low. However, the potential financial impact of such an 
outage would be considerable. 
 
Financial risks 

 
Currency risks 
The Treasury Department established in adidas AG executes all treasury transactions for 
the Group. The Company therefore faces currency risks as a direct result of our cash flows 
in numerous different currencies. The prime factor in this connection arises from the 
procurement and sale of our products in different currencies in unequal amounts. The 
largest proportion of our procurement costs are incurred in US dollars, while the major 
portion of the Group's revenue is in other currencies, above all euros, Japanese yen, and 
British pounds. The Group maintains a centralized system for managing currency risks, 
which hedges the currency needs for our planned procurement over 12 to 18 months on a 
rolling basis. Our goal here is to hedge a major portion of our hedging volume six months 
prior to the beginning of each season. Thanks to our strong global position, we are able to 
largely minimize the currency risk through natural settlement. However, our currency risk 
with regard to the US dollar is around USD 1.8 billion annually, which we hedge using 
forward exchange transactions, currency options, and currency swaps. In accordance with 
the directives from our Treasury Department, we can use hedging instruments such as 
currency options or combinations of options that offer protection, and at the same time, 
the potential of benefiting from future favorable exchange rate changes in the financial 
markets.  
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In 2007, we increased the share of longer-term hedging instruments in order to use the 
strength of the euro against practically all other major currencies to our strategic 
advantage. We have also used more forward exchange transactions to reduce option 
premiums. Almost all of our hedging needs for 2008 have already been made at exchange 
rates that are more favorable compared to 2007. We therefore believe that both the size 
and probability of currency risk to our 2008 earnings contribution has declined compared 
to the previous year and both are low overall.  
 

Interest rate risks 
Changes in market interest rates impact the future interest payments for variable interest 
rate liabilities. Significant interest rate increases could therefore impair the Group's 
profitability, liquidity, and financial position. The acquisition of Reebok in 2006 resulted in 
greater interest rate risks due to the increased financing requirement and the 
correspondingly higher weighted average interest rate in the Group's financing structure.  
A constant core component of the Group's financial strategy is to reduce the debt-to-
equity ratio (i.e. the ratio of net financial liabilities to shareholders' equity) to below 50% to 
reduce interest rate risks and securing our financial flexibility. In 2007, we again 
significantly reduced our net financial liabilities for the financing of the Reebok acquisition. 
In addition, we used the low interest rate at the time of the acquisition and significantly 
increased the proportion of fixed-interest financing agreements at the beginning of 2006. 
In the following year, we concentrated our activities on reducing liabilities, primarily on 
variable interest rate instruments. 
 
We believe we have made considerable progress in the 2007 fiscal year in reducing these 
risks thanks to such risk offsetting measures. Given the current macroeconomic situation, 
we do not expect any material change in the Group's average interest rate in 2008. The 
Group therefore still estimates the probability of significant interest rate increases, which 
could have moderate financial effects on our earnings contribution as low. 
 
The stock buyback program to be conducted in 2008 will be financed solely from the 
Company's free cash flow so that, here too, there will be no change in the interest 
situation. 
 
Credit risks 
A credit risk arises if a customer or other counterparty to a financial instrument fails to 
meet the contractual obligations. The Group is exposed to this risk as a result of its 
current operations as well as in certain financing activities. Credit risks arise primarily in 
connection with trade accounts receivable, and to a lesser extent, from other contractual 
financial obligations, e.g., other financial assets, short-term bank deposits, and derivative 
financial instruments. Excluding any additional collateral or other credit improvements, 
the maximum credit risk corresponds to the carrying amount of the financial assets.  
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At the end of 2007, there was no relevant concentration of the credit risk by customer type 
or geographical region. Rather, the individual customer characteristics are relevant to our 
credit risk. Pursuant to the Group credit guidelines, a credit check is conducted for new 
customers before we offer them the standard payment and delivery terms. Ratings from 
external credit agencies are used for this review. In addition, each customer has certain 
purchasing limits and their creditworthiness and purchasing limit are monitored 
continually. Customers whose creditworthiness does not meet the Company's minimum 
requirements may only acquire products against advance payment. Other activities to 
reduce credit risk are used selectively, including bank guarantees and retention of title 
provisions.  
 
Based on this, we believe our general credit risk from customers has remained almost 
unchanged, in spite of an increasingly difficult retail environment in the German market. 
We therefore continue to estimate the probability of credit risks from customers and its 
potential financial consequences to be low.  
 
Additional credit risks arise from other contractual financial obligations such as items like 
other financial assets, current bank deposits, and derivative financial instruments. The 
Company's currency and interest rate hedges as well as cash investments are concluded 
by the Group Treasury Department with major banks with high credit ratings around the 
world, which have a long-term rating of at least A- from Standard & Poor’s (or a 
comparable rating from other rating agencies). We believe that the concentration of risks 
is very low, as transactions with a consortium of approximately 30 banks are contracted. In 
2007, no bank was responsible for more than 6% of our transactions, whereby the average 
accumulation is under 4%. This results in a maximum default risk of less than € 1 million 
upon default of a single bank. Foreign Group companies and subsidiaries are generally 
permitted to work with banks that have a rating of BBB+ or higher. Only in exceptional 
cases may they work with banks that have a rating lower than BBB+. In order to limit the 
risk in such cases, restrictions are clearly prescribed, such as the amount of the balances 
deposited at these banks. We are therefore of the opinion that our general credit risk from 
other contractual financial obligations essentially corresponds to that of the prior year. We 
therefore estimate there is low probability of credit risks from these obligations and their 
potential financial consequences.  
 
Financing and liquidity risks 
Liquidity risks arise from a possible shortage of funds for servicing due liabilities with 
regard to maturities, volume and currency structure. Managing the liquidity risk is the task 
of the Group Treasury Department, which uses an efficient cash management system. In 
addition, the Group maintains lines of credit and short-term financing agreements with 
leading banks, including an international medium-term syndicate loan and a commercial 
paper program to ensure sufficient liquidity at all times. 
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Thanks to these efforts, we are convinced that our financing and liquidity risk in 2007 
declined, and we now believe that the probability of these risks is low.  
Investment risks  
 
In the past year, the adidas Group used freely available cash flow primarily to reduce its 
financial liabilities. Cash and cash equivalents are therefore deposited in investment funds 
only to a very limited extent. Hence, the potential effect from risks in connection with a 
significant decline in value in these funds is low. These risks remain unchanged year-on-
year. 
 
 
External and industry opportunities 
 
Favorable macroeconomic and fiscal policy changes 

 As a consumer goods company, consumer confidence and spending can impact our sales 
development. Therefore, better than initially forecasted macroeconomic developments 
and fiscal policy changes which support private consumption can have a positive impact on 
our sales and profitability. In addition, legislative changes, e. g. with regard to the taxation 
of corporate profits, can positively impact Group profitability. 
 
Sports participation on the rise  
Governments increasingly promote living an active lifestyle to fight obesity and 
cardiocardio vascular disease.  According to the World Health Organization, around 400 
million people were considered obese in 2005. Another 1.6 billion more were estimated to 
be overweight. These numbers are projected to increase to 700 million and 2.3 billion 
respectively by 2015. Once considered a problem only in affluent nations, obesity is also 
becoming an issue in low- and middle-income countries with low per capita income. This 
development has serious health consequences and a dramatic effect on health care 
expenditures. As a result, governments and non-governmental organizations are 
increasing their efforts to promote a healthy lifestyle and encourage sports participation. 
Given our strong market position, in particular in categories considered suitable for weight 
loss such as training, running and swimming, we expect to benefit from this trend. 
 
Increasing consumer demand for functional apparel  
Consumer demand for functional apparel has increased significantly in recent years as 
consumers realize the benefits of functional apparel over traditional cotton sportswear. 
Improved moisture management, superior ease of motion, and increased comfort are all 
factors encouraging consumers to switch to high-performance gear. The design and 
development of functional apparel requires significantly more expertise, product and 
material research as well as production know-how compared to low-tech apparel. 
Therefore, only a few companies are able to supply high-end functional apparel. Our 
resources and our positioning as a sports performance leader enable us to constantly 
develop innovative products and capitalize on them. For example, adidas is strongly 
growing in compression apparel. Due to our attractive TechFitTECHFIT™ offering, we 
achieved strong growth in this category in 2007 and expect to double sales in 2008. 
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Fast-growing women’s segment  
The women’s sports market is one of the most attractive segments in the sporting goods 
industry with women accounting for almost half of total spending on athletic footwear. In 
addition, women also make over 80 % of the purchase decisions for sports apparel for 
men, women and children. As our Group generates the majority of its revenue in the men’s 
segment, the women’s category offers potential for further growth. adidas, Reebok and 
TaylorMade- adidas Golf each address the female consumer in their own distinctive way. 
With targeted product offerings in both performance and lifestyle, such as the adilibria, 
Fuse and Clima 365 collections at adidas, Scarlett “Hearts” Rbk the Avon Pink Ribbon 
collection at Reebok and the Women’s r7® CGB MAX at TaylorMade, all of our brands are 
well-positioned in the women’s category. Going forward, we will extend and broaden our 
women’s offering – emphasizing individuality, authenticity and style. 
 
Ongoing fusion of sport and lifestyle  
The border between pure athletics and lifestyle continues to blur as sport becomes a more 
integral part in the lives of more and more consumers. People want to be fashionable 
when engaging in sporting activities without compromising on quality or the latest 
technological advances. At the same time, performance features and styles are finding 
their way into products meant for more leisure-oriented use. As the global sports lifestyle 
market is roughly three times larger than the performance market, this development 
opens up additional opportunities for our Group and our brands – which already enjoy 
strong positions in this market. adidas has an authentic sports lifestyle offering and the 
adidas Sport Style division is targeted to grow overover proportionately until at least 2010. 
Lifestyle products are also an important pillar in Reebok’s brand strategy. We have 
augmented Reebok’s Classics and music-inspired business with new celebrity 
partnerships to upgrade and emotionalize the brand’s lifestyle offering. In 2008 and 
beyond, we will launch new initiatives in this category to capitalize on Reebok’s lifestyle 
credibility. 
 
Emerging markets as long-term growth drivers  
Emerging economies in Asia, Europe and Latin America have consistently grown more 
strongly at stronger rates than more mature markets over the last several years. 
However, due to economic constraints, sports participation in most of these countries has 
historically been lower than in industrialized countries. Now, rising real incomes and 
employment rates as well as positive demographic trends and a growing middle class are 
fueling these economies – and subsequently our industry. This development is expected to 
continue for at least three to five years. European and North American sporting goods 
brands are often seen as easily accessible, affordable luxury goods. Our Group currently 
generates around 25 % of sales in emerging markets, which reflects a higher exposure 
compared to many of our competitors. Further, we believe we have excellent opportunities 
for further growth, in particular in China and Russia. Supported by our strong portfolio of 
partnerships, e. g. the NBA, Yao Ming and the China Golf Association in China as well as 
Andrij Shevchenko and the Russian Basketball Federation in Russia, our strong market 
positions and our extensive distribution network, we aim to reach sales of € 1 billion in 
China, while Russia is expected to become our biggest market in terms of sales and profits 
in Europe by 2010. 
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Growing popularity of “green” products  
Today’s consumers are increasingly concerned about the impact their consumption has on 
the environment. Therefore, they demand more and more products that are 
environmentally benign. For many consumers, materials used in footwear and apparel are 
now expected to be suitable for re-use, while still looking fashionable and stylish. By 
positioning ourselves in this field within the sports lifestyle segment, we can benefit from 
the growing demand for environmentally friendly products. In 2008, we are launching the 
adidas Grün collection within our adidas Sport Style division. The collection consists of 
footwear and apparel made of organic, untreated or recycled materials such as cork, 
manila and linen. We expect consumer demand for environmentally friendly products to 
increase going forward. 
 
 
Strategic and operational opportunities 

 
Strong market positions worldwide 

 The adidas Group has the highest market share in numerous countries around the world. 
This strong competitive position offers us many advantages in terms of global brand 
visibility, market power and the ability to effectively expand our position in emerging 
markets. As a result of our strong partnership portfolio and marketing efforts, consumers 
around the globe are highly aware of our brands and are receptive to our brand 
messaging. This makes demand for our products more stable compared to smaller 
competitors. Hence, many retailers consider our products as core to their offering. The 
adidas Group is therefore in a strong bargaining position and can compete more effectively 
for shelf space. Our local market knowledge and marketing power also enable us to 
quickly react to emerging trends in niche categories such as skateboarding or even enter 
completely new categories. In 2008, for example, we are partnering with NASCAR star 
Dale Earnhardt Jr. to enter the fast-growing motorsport category. 
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Multi-brand approach 

 We believe there is a natural limit to the audience size a single brand can appeal to, given 
the Diversediverse tastes and expectations of a highly-fragmented consumer market. Our 
multi-brand approach provides us with the opportunity to leverage the power of our 
brands in a more precise and meaningful way. We are able to utilize the combined 
strengths of each brand to compete for a higher percentage of the total market – covering 
a greater number of consumer needs, price points and demographics. 
 
Personalization and customization replacing mass wear  
Today’s consumers are looking for choice and variety that goes beyond choosing from a 
wide selection of products. We engage in developing unique and relevant products that fit 
specific functional and aesthetic requirements. adidas, Reebok and TaylorMade-adidas 
Golf all offer different personalization and customization platforms reflecting each brand’s 
strategy. Key concepts include the adidas “mi Innovation Center” and Reebok’s “Rbk 
Custom” online platform. Utilizing the newest body mapping technology, consumers can 
personalize our most innovative and popular footwear styles to their own fit and 
performance needs. We believe this technology leads the way in sporting goods retail and 
have started to roll out “mi Innovation Centers” throughout our concept stores in 2007. 
“Rbk Custom” is a web-based platform over which consumers can customize footwear. 
Shoes are then shipped within ten business days. We expect the market for personalized 
and customized footwear, apparel and hardware to grow strongly and evolve further in the 
coming years. 
 
Breaking new ground in distribution  
The sporting goods retail environment is changing constantly. People increasingly want to 
get involved and interact with our brands more closely. We have adapted our distribution 
to cater to this change and have made controlled space initiatives a strategic priority. With 
our own-retail and shop-in-shop activities, we are able to approach the consumer in new 
and more meaningful ways while also benefiting from increased brand control. We will 
start introducing e-commerce in the Netherlands as a test market for Europe in 2008. We 
also see opportunities in to operate new shop formats we operate in cooperation with 
other brands. In 2007, we opened the “NHL Powered by Reebok” store in New York, 
showcasing Reebok’s broad choice of hockey products. Similarly, adidas opened the first 
European NBA Concept Shop in Istanbul, Turkey. Through initiatives like these, we can 
more effectively target consumers and involve them emotionally with our products. In our 
wholesale business, we are increasing our flexibility to utilize changes in consumption 
behavior as they arise. In 2007, for example, we actively strengthened our North American 
distribution in the growing sporting goods retail channel. Here, we are able to showcase a 
much broader choice of our footwear – and particularly apparel products – compared to 
the athletic specialty channel where industry sales decreased. 
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Taking control of distribution rights  
Our brands do business in virtually all countries around the world. The majority of our 
business is done through fully-owned subsidiaries or sales organizations. Nevertheless, in 
some markets, we work with distributors or joint venture partners, in particular at brand 
Reebok. In doing so, we capitalize on third party expertise in terms of how to best service 
retailers In in those countries. While this strategy can be appropriate in a market’s early 
development, we strongly believe in having full control over distribution and brand 
management in more mature markets. Therefore, it is our Group’s strategy to buy back 
distribution rights for our brands when possible and economically sensible. Over the last 
several years, we have been very successful in this respect. After having bought back 
distribution rights for the adidas brand in Japan, Italy and Turkey, we grew significantly in 
these markets. At Reebok, we have identified the buyback of distribution rights as the 
single most important revenue synergy potential. In 2007, incremental sales increases 
were realized in all countries where Reebok bought back distribution rights. Going 
forward, we will evaluate potential buyback opportunities on a case-by-case basis, 
considering opportunities as well as inherent risks from litigation. 
 
Cost optimization drives profitability improvements  
Continued optimization of key business processes and strict cost control are vital to 
achieving high profitability and return on invested capital. As a result of the Reebok 
acquisition, we generate cost synergies that support adidas and Reebok profitability 
development. Nonetheless, our profit margins continue to be below those of our main 
competitors. We do, however, see numerous levers for streamlining our cost base going 
forward. We can further simplify processes across brands and functions to reduce 
operational inefficiencies owed to the increased complexity of our Group. In North 
America, we believe we will be able to realize medium-term economies of scale as we 
continue to integrate adidas and Reebok back-office functions. In addition, we strive to 
further increase efficiency in our supply chain and make it truly demand-driven. By 
implementing end-to-end planning processes and improving our replenishment 
capabilities, we see opportunities to not only better serve our customers but also to 
further reduce our operating working capital needs. 
 
Financial opportunities 

 
Favorable financial market changes Favorable exchange and interest rate developments 
can potentially have a positive impact on the Group’s financial results. Our Group Treasury 
department closely monitors the financial markets to identify opportunities. 
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Management's assessment of overall risks and opportunities 

 

Our central risk management compiles all risks identified by management of the 
individual brands and regions as well by management at headquarters. With regard to the 
risks discussed in this report and the current business prospects, Group management 
does not expect any material danger to the Group's financial standing or profitability from 
any of the individual or aggregate risks. Compared to the previous year, some external and 
industry-specific risks, as well as some strategic and operating risks have gained in 
importance. All financial risks have declined in importance however. Management 
therefore sees an overall moderately higher risk probability year-on-year. Given the 
continued positive response to our capital demand, the market confirms this assessment. 
The Group has therefore not requested an official rating by a leading ratings agency. In 
addition, management remains confident that the Group's performance forms a solid 
basis for its future business development and provides the necessary resources for 
pursuing the opportunities that will be presented to the Group. 

 

Events after the balance sheet date  

 

The Company announced a stock buyback program on January 29, 2008. The intent is to 
buy back treasury stock of up to 5% of share capital (up to 10,182,248 shares) at a total 
cost of up to € 420 million. The buyback is being made to retire the shares and 
subsequently reduce capital. As a result, the equity ratio will decrease and earnings per 
share will rise. The shares may also be used to meet obligations to Group employees in 
connection with stock option programs. The buyback is being financed solely from the 
Group's free cash flow. 
 

The program is based on the authorization of the annual general meeting dated May 10, 
2007, to repurchase shares via the stock exchange totaling up to 10% of the Company's 
share capital until November 9, 2008. In so doing, the purchase price per share may not 
exceed or fall short of the average closing price for the last three trading days in the 
XETRA trading system on the Frankfurt Stock Exchange, which precede the purchase in 
question, by more than 5%. 
 

Should the authorization issued for the buyback of treasury stock be replaced at the next 
annual general meeting on May 8, 2008 by a new authorization, the share buyback can be 
continued based on the new authorization.  
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The buyback is being conducted in accordance with the Commission Regulation (EC) No. 
2273/2003 dated December 22, 2003. 
 

The Company started the program immediately upon its announcement. 
 

There were no other material events after the balance sheet date. 
 

 

Outlook  

 

adidas' ambition is to be the global market leader in the sporting goods industry with 
sports brands embodying a passion for competition as well as an athletic lifestyle.  
 

2008 will be strongly influenced by the European soccer championship in Austria and 
Switzerland. Since the tournament began for us already back in November 2007, the 
action plans for 2008 are again aimed at young soccer players in the Performance 
segment and on the broad soccer community in the Licensing segment. 
 

Adidas is an official sponsor of the UEFA EURO 2008™ in Austria and Switzerland. In this 
capacity, adidas will supply the official ball for the tournament as well as outfit the 
functionaries, referees, volunteers, and ball boys. 
 

As in 2007, the Company's primary focus for its main adidas brand is on the running 
category. In addition to extensive communication measures, adidas will continue to work 
on improving the range of fits and wearing comfort of its high-tech running shoes.  
 

From November 2007 until June 2008, the Company will launch highlight products in a 
monthly series, e.g., 
 

• additional Techfit products featuring the innovative "First Layer" technology, which will 
be available for many sports, and which increases the athlete's performance using the 
principle of muscle compression - wrapping the muscle in a tight-fitting fabric.  
 

• Relevant products for 2008 European soccer championship,  
 

• ForMotion technology products,  
 

• Outdoor products, etc. 
 

The adidas Green collection takes into account the current topic of environmental 
protection.  
 

76



  

In retail activities, an additional store in Munich is planned in connection with the 2008 
European soccer championship. 
 

Thanks to the soccer World Cup, the Company further improved its German market 
position. The Company estimates the overall German sporting goods market will 
essentially remain stable in 2008. Opportunities arise from the European soccer 
championship in neighboring Austria and Switzerland. 
 

The receipt of equity investment income depends on the future economic and legal 
situation in the regions that have the most decisive impact on the relevant market 
developments. 
 

The Company continues to hedge currency risks of adidas AG's subsidiaries with banks. 
These currency risks do not give rise to any significant influences on net income. In 
addition, adidas AG enters into currency hedges for unusual transactions, the influence of 
which on the Company's net income for the 2008 fiscal year cannot be foreseen. 
Furthermore, it is not possible to forecast net income for the year, assuming a continued 
favorable business development due to the impact of the Company's holding function. 
 

Over the medium term, reducing the Group's debt-to-equity ratio (net debt divided by 
shareholders' equity) to below 50% to reduce interest expense is a major priority.  
 

As expected, orders on hand at adidas Germany are currently 24% higher than in the 
previous year . Compared to the previous year, 2008 primarily contains additional orders 
from soccer, which will be shipped during the first half of 2008 as events occur (EURO 
2008). The decline in orders on hand to be expected in the second half of 2008 compared to 
the previous year is above all attributable to the positive exceptional item in the fourth 
quarter of 2007, as EURO 2008 products were delivered to customers already in November 
and December 2007. For 2008 as a whole, the Company assumes that revenue will 
increase in the mid single-digit percent range compared to 2007.  
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Responsibility Statement 

 

To the best of our knowledge, and in accordance with the applicable reporting principles, 
the financial statements give a true and fair view of the assets, liabilities, financial 
position and profit or loss of the company, and the management report includes a fair 
review of the development and performance of the business and the position of the 
company, together with a description of the principal opportunities and risks associated 
with the expected development of the company. 
 
Herzogenaurach, February 15, 2008 
 
The Executive Board 
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Auditors' report 

 

We have audited the annual financial statements, comprising the balance sheet, 
the income statement, and the notes to the annual financial statements, 
together with the bookkeeping system, and the management report of adidas 
AG, Herzogenaurach, for the fiscal year from January 1 to December 31, 2007. 
The maintenance of the books and records and the preparation of the annual 
financial statements and management report in accordance with German 
commercial law are the responsibility of the Company's Executive Board. Our 
responsibility is to express an opinion on the annual financial statements, 
together with the bookkeeping system, and the management report based on 
our audit. 

We conducted our audit of the annual financial statements in accordance with § 
317 HGB and German generally accepted standards for the audit of financial 
statements promulgated by the Institut der Wirtschaftsprüfer (Institute of 
Public Auditors in Germany, "IDW"). Those standards require that we plan and 
perform the audit such that misstatements materially affecting the 
presentation of the assets and liabilities, financial position and profit or loss in 
the annual financial statements in accordance with German principles of proper 
accounting and in the management report are detected with reasonable 
assurance. Knowledge of the business activities and the economic and legal 
environment of the Company and evaluations of possible misstatements are 
taken into account in the determination of audit procedures. During the course 
of the audit, the effectiveness of the accounting-based internal control system, 
as well as documentation of the information in the accounts, annual financial 
statements, and management report was evaluated, primarily based on random 
samples. The audit includes assessing the accounting principles used and 
significant estimates made by the Executive Board, as well as evaluating the 
overall presentation of the annual financial statements and management 
report. In our opinion, our audit provides a sufficiently secure basis for our 
evaluation. 

Our audit has not led to any reservations. 
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In our opinion, based on the findings of our audit, the annual financial 
statements comply with the statutory regulations and give a true and fair view 
of the assets, liabilities, financial position, and profit or loss of adidas AG in 
accordance with German principles of proper accounting. The management 
report is consistent with the annual financial statements, and on the whole, 
provides a suitable understanding of the Company's position and suitably 
presents the risks and opportunities of future development. 

 

Frankfurt am Main, February 15, 2008 

 

KPMG Deutsche Treuhand-Gesellschaft 
Aktiengesellschaft 
Wirtschaftsprüfungsgesellschaft 

[German version signed by:] 

 
Dr. Bernd Erle 
Wirtschaftsprüfer  

 
Rainer Gebele 
Wirtschaftsprüfer  
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SUPERVISORY BOARD REPORT   

 
Dear Shareholders, 
 
2007 was another very successful year for the adidas Group. This success represents 
both a challenge as well as a motivation for us to consistently continue implementing 
the Group’s strategic goals going forward. In 2008, we expect major sports events and 
exciting new product launches to drive further expansion of our brands’ market posi-
tions around the world.   
 

Supervisory Functions 

 

In the year under review, we, as the Supervisory Board, carefully and regularly moni-
tored the Group’s management. We advised the Executive Board on matters relating to 
the strategic development of the Group as well as major individual initiatives. In this 
respect, the Executive Board informed us regularly, extensively and in a timely manner 
at Supervisory Board meetings as well as by additional oral and written reports. This 
information covered the Group’s corporate policy as well as all relevant aspects of 
business planning, including finance, investment and personnel planning. We were also 
kept up-to-date on the course of business, the operational position of adidas AG and 
the Group (including the risk situation and risk management), the Group's financial 
position and profitability, as well as all major decisions and business transactions. We 
were involved in all of the Group’s fundamental decisions at an early stage.  
 
We held four Supervisory Board meetings in 2007 and one constituent meeting imme-
diately following our meeting on November 7, 2007. Further, we passed additional 
resolutions on urgent matters between our meetings. All Supervisory Board members 
attended more than half of the Supervisory Board meetings. The external auditor 
KPMG Deutsche Treuhand-Gesellschaft Aktiengesellschaft 
Wirtschaftsprüfungsgesellschaft, Frankfurt am Main (KPMG) attended all meetings. In 
addition, Henri Filho (Chairman of the Supervisory Board until November 7, 2007) and 
Dr. Hans Friderichs (formerly Deputy Chairman of the Supervisory Board and now 
Chairman of the Supervisory Board, since November 7, 2007) also maintained regular 
contact with the Executive Board beyond the Supervisory Board meetings. We kept 
ourselves thoroughly informed regarding the current business situation, major 
business transactions and upcoming decisions. 
 
Main Topics Covered and Examined by the Supervisory Board As a Whole  

 

The development of sales and results as well as the financial position of the Group and 
development of the individual brand segments was presented to us in detail by the Ex-
ecutive Board and subsequently discussed at each of our meetings. Other Supervisory 
Board agenda items included numerous individual topics which we discussed in depth 
with the Executive Board. These discussions did not give rise to any doubt as to the le-
gality or regularity of the Executive Board’s management.  
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The main topics on the March 6, 2007 financial statements meeting agenda was the 
review of the adidas AG annual financial statements, the consolidated financial state-
ments and the respective Management Reports for the year ending December 31, 2006, 
as certified by the auditor. The Supervisory Board also reviewed the Executive Board’s 
proposal regarding the appropriation of retained earnings. Following initial Audit 
Committee examination and consultation, the Supervisory Board as a whole discussed 
material aspects of these financial statements with the Executive Board and KPMG. 
Both provided us with detailed responses to all of our questions. After having carefully 
considered adidas AG’s financial position and the expectations of shareholders and the 
capital market, we approved the proposal put forward by the Executive Board regarding 
the appropriation of retained earnings. In addition, we discussed resolutions to be pro-
posed to the 2007 Annual General Meeting. Of particular importance was the restruc-
turing of Supervisory Board compensation which will become effective as of 2008. On 
the basis of the previous Audit Committee discussions, we also resolved to propose to 
the Annual General Meeting that KPMG again be appointed as Auditor and Group Audi-
tor. KPMG was not present during the discussions regarding this resolution. We also 
approved all other resolutions which would later be put to the Annual General Meeting. 
Lastly, the Executive Board reported to us at this meeting on the development of the 
TaylorMade-adidas Golf segment, including the Maxfli golf ball brand acquired at the 
beginning of 2003.  
 
The main focus of our May 9, 2007 meeting was the first quarter 2007 financial results 
as presented by the Executive Board as well as the business development of the 
Rockport brand, which was purchased as part of the Reebok acquisition. Additional 
topics we dealt with included confidentiality of the Supervisory Board’s work, Insider 
Law and Directors’ Dealings.  
 
At our August 7, 2007 Supervisory Board meeting, discussions focused on the financial 
report for the first six months of the year and the anticipated development of business 
for the remainder of 2007. Several internal corporate restructuring measures in the 
context of the Reebok integration were also reviewed. In addition, we discussed the 
potential sale of the Herzo-Base to an external investor group and established the 
“Herzo-Base” Committee ad hoc. A further agenda item was the appointment of KPMG 
as auditor of the 2007 annual financial statements of adidas AG and the consolidated 
financial statements as well as a review of the audit points and priorities agreed 
between the Audit Committee and KPMG.  
 
At our November 7, 2007 Supervisory Board meeting, the Executive Board presented its 
report on the business development in the first nine months of the year. After in-depth 
consideration, we also approved the budget and investment plan for 2008, which was 
presented by the Executive Board with detailed documentation. Following the resigna-
tion of Henri Filho at the end of this meeting, we immediately held a constituent Super-
visory Board meeting, at which we discussed Corporate Governance topics and per-
sonal changes on the Supervisory Board.  
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Resolutions of fundamental importance passed outside of our regular meetings related 
to a capital increase at our subsidiary adidas North America, Inc., with a view to 
optimizing the finance needs of several US companies, as well as the presentation of 
the Declaration of Compliance. 
 
Report from the Committees  

 

In order to perform our tasks in an efficient manner, we have four Supervisory Board 
standing committees. We also established the project-related “Herzo-Base” Commit-
tee ad hoc. The standing committees prepare specific topics to be dealt with by the Su-
pervisory Board as a whole. In a few individual cases, as appropriate by law, we have 
delegated decision-making powers to these committees. At our Supervisory Board 
meetings, the chairmen of the committees always reported to us in detail about the 
committees’ work and meetings, ensuring complete exchange of information and good 
cooperation between the committees and the Supervisory Board as a whole.  
 
The Committees’ work in the year under review is summarized as follows: 
 

• The Steering Committee, which is authorized to pass resolutions on behalf of the 
Supervisory Board in special urgent cases, did not meet in the year under review 
as there was no reason to do so.  

 
• The General Committee met three times in 2007. The main topics of this com-

mittee’s discussions and resolutions were the structure and amount of Execu-
tive Board compensation, as well as the routine review of Executive Board 
agreements. In addition, the committee approved the extension of a project-
related consultancy agreement with one Supervisory Board member until June 
30, 2007. 

 
• The Audit Committee met four times in 2007. The auditor was always in atten-

dance. Committee members discussed the annual financial statements of adi-
das AG and consolidated financial statements for 2006 intensively, as well as the 
half year and nine months results for 2007, as presented by the Executive Board. 
The auditor reported to the committee on its auditing activities and results in de-
tail, as well as on the implementation of risk management throughout the Group 
following the acquisition of Reebok. Further, the Audit Committee prepared a 
Supervisory Board proposal for the Annual General Meeting recommending the 
appointment of the auditor and obtained the auditor’s declaration of 
independence. Committee members also established the priority topics for the 
audit and decided on the auditor’s fee. Additionally, the Audit Committee 
thoroughly reviewed the Global Internal Audit report on internal auditing 
activities.  

• The Mediation Committee again had no reason to meet in 2007.  
 
• The “Herzo-Base” Supervisory Board Committee established at hoc met in De-

cember 2007 to deal with the “Sale of Herzo-Base” project. 
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Declaration of Compliance and Good Corporate Governance  

 

The subject of Corporate Governance is very important to the Supervisory Board. We 
report on Corporate Governance together with the Executive Board. At our constituent 
meeting on November 7, 2007, we discussed the content and implementation of the 
new provisions and stipulations of the German Corporate Governance Code as 
amended on June 14, 2007, with the Executive Board. This also included our deviations 
from the recommendations. Additionally, we decided to establish a Nomination Com-
mittee to prepare for the election of Supervisory Board members at the Annual General 
Meeting in 2009. We expect to form this committee in spring 2008. We also resolved to 
conduct an efficiency examination regarding our Supervisory Board work. On February 
11, 2008, together with the Executive Board, we presented our updated Declaration of 
Compliance with the German Corporate Governance Code in accordance with § 161 of 
the German Stock Corporation Act (Aktiengesetz – AktG). This declaration was made 
permanently available to our shareholders on the corporate website at www.adidas-

Group.com/corporate_governance on the same day. 
 
Detailed Examination and Discussion of the 2007 Annual Financial Statements and 

Consolidated Financial Statements   

 

KPMG audited the 2007 annual financial statements and Management Report of adidas 
AG prepared in accordance with the requirements of the German Commercial Code 
(Handelsgesetzbuch - HGB) and issued an unqualified opinion thereon. The auditor also 
approved the consolidated financial statements and Group Management Report without 
qualification. These were prepared in accordance with § 315a HGB in compliance with 
IFRS. 
 
The financial statements documents, the proposal put forward by the Executive Board 
regarding the appropriation of retained earnings and the auditor’s reports were sub-
mitted to the Audit Committee and the Supervisory Board in a timely manner. They 
were examined first by the Audit Committee on March 3, 2008. At our meeting on 
March 4, 2008, the annual financial statements were then examined by the Supervisory 
Board as a whole and discussed in the presence of the auditor. The auditor reported 
the material results of the financial statements audit with focus on the 2007 priority 
topics as agreed with the Audit Committee. These included the regularity of the annual 
financial statements as incorporated in the consolidated financial statements, impair-
ment tests for goodwill and intangible assets as well as the completeness of financial 
instrument information in accordance with IFRS 7 as presented for the first time in the 
Notes to the Group’s financial statements. The auditor was available for questions and 
the provision of supplementary information. Having examined the annual financial 
statements of adidas AG, the consolidated financial statements and the Management 
Reports, we came to the conclusion that there were no objections to be raised. Follow-
ing the recommendation of the Audit Committee, we therefore approved the audit re-
sults and adopted the financial statements prepared by the Executive Board at our fi-
nancial statements meeting. The annual financial statements of adidas AG were thus 
adopted. We discussed the Group’s dividend policy with the Executive Board and, in 
light of the financial position of adidas AG as well as shareholders’ and the capital mar-
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ket expectations, we approved the proposal regarding the appropriation of retained 
earnings. 
 
Changes on the Supervisory Board  

 

Henri Filho retired as a member and Chairman of the Supervisory Board as well as 
several Supervisory Board committees effective from the end of the November 7, 2007 
Supervisory Board meeting, for personal reasons. He was a member of the adidas AG 
Supervisory Board for 14 years, and during this eventful period he provided valuable 
supervisory and advisory support to our Executive Board. Dr. Stefan Jentzsch, member 
of the Executive Board of Dresdner Bank and elected as substitute member by the 
shareholders at the Annual General Meeting in May 2004, became a full member of the 
Supervisory Board on the same date. At the constituent meeting on November 7, 2007, 
the Supervisory Board elected Dr. Hans Friderichs as Supervisory Board Chairman for 
the remaining tenure of the current Supervisory Board. Igor Landau was elected as 
additional Deputy Chairman, and Dr. Manfred Gentz was elected as a member of the 
Audit Committee and the ad hoc “Herzo-Base” Committee. At the constituent meetings 
of the Audit Committee and the General Committee which immediately followed, these 
committees elected their respective chairmen. 
 
We wish to thank Henri Filho for his many years of exceptional service to the benefit of 
adidas AG as a member and as Chairman of the Supervisory Board. Additionally, we 
would like to express our appreciation of the tremendous personal dedication, the 
performance and the ongoing commitment of the Executive Board, the managements 
of Group companies, the Works Council and all adidas Group employees. We thank all 
of them for their contributions.  
 
For the Supervisory Board 
 
 
Dr. Hans Friderichs 
Chairman of the Supervisory Board 
 
March 2008 
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Declaration by the Executive Board and Supervisory Board of adidas AG pursuant to 

§ 161 of the German Stock Corporation Act (AktG) on the German Corporate 

Governance Code as amended on June 14, 2007 

 
§ 161 of the German Stock Corporation Act (AktG) requires the Executive Board and the 
Supervisory Board of a publicly listed stock corporation to declare each year that the 
recommendations of the “German Corporate Governance Code Government 
Commission” (hereinafter referred to as the “Code”) published in the official section of 
the electronic Federal Gazette by the Federal Ministry of Justice have been and will be 
met or which recommendations have not been or will not be applied. Shareholders must 
be given permanent access to such declaration. 
 
The Executive Board and the Supervisory Board of adidas AG issued last year’s 
Declaration of Compliance in accordance with § 161 AktG on February 16, 2007. For the 
period from February 17 until July 20, 2007, the declaration hereafter refers to the Code 
in effect as of June 12, 2006. For the period as of July 21, 2007, this declaration refers to 
the recommendations of the Code as amended on June 14, 2007, published in the 
electronic Federal Gazette on July 20, 2007. 
 
The Executive Board and the Supervisory Board of adidas AG declare that the 
recommendations of the “German Corporate Governance Code Government 
Commission” have been and will in future be met with the following exceptions:  
 
• The D&O liability insurance for Executive Board and Supervisory Board members 

does not include a deductible (Article 3.8). 
 
• The structure of the Executive Board compensation system is reviewed and 

determined by the Supervisory Board’s General Committee (Article 4.2.2). 
 
• The stock options granted to Executive Board members within the scope of the 

Management Stock Option Plan (MSOP) do not provide a possibility of limitation 
(Cap) for extraordinary, unforeseen developments (Article 4.2.3)1. Future stock 
option plans will comply with this recommendation. 

 
• No age limit has been specified for Supervisory Board members (Article 5.4.1). 

 
• The compensation of the Supervisory Board members does not include 

performance-related components based on the Group’s performance (Article 
5.4.7)2. 

                                                 
1 Our Executive Board members do not have any further stock options to exercise in the fiscal year 2008. 
2 adidas AG has followed the recommendation to compensate for memberships in Supervisory Board committees 
since January 1, 2008. 
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• The ownership of shares or related financial instruments by Executive and 

Supervisory Board members is reported if it reaches, exceeds or falls below the 
notification thresholds provided in the German Securities Trading Act and if 
adidas AG is notified of this fact (Article 6.6). 
 

In addition, in the Supervisory Board meeting on November 7, 2007, the Supervisory 
Board resolved to comply with the recommendation of the Code to form a nomination 
committee (Article 5.3.3). A decision upon the composition of the committee is expected 
for spring 2008 in order for the committee to have sufficient time for its tasks with 
regard to the election of the Supervisory Board members at the Annual General Meeting 
in 2009.  
 
 
Herzogenaurach, February 11, 2008 
 
For the Supervisory Board   For the Executive Board 
- Chairman of the Supervisory Board - - Chairman of the Executive Board – 
Dr. Hans Friderichs    Herbert Hainer 
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