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Modern Slavery Act Transparency Statement

The following statement has been prepared in accordance with Australia’s Modern Slavery Act 2018.

1. Reporting entity

The reporting entity covered by this Modern Slavery Act Transparency Statement is adidas Australia Pty.

Limited [ABN 80 058 390 659), having its registered office at Level 1, 37 Dunlop Road, Mulgrave VIC 3170

Australia (“adidas Australia”) and this statement constitutes our slavery and human trafficking statement
for the financial year ending 31 December 2020.

adidas has been supportive of the enactment of the UK and Australia modern slavery legislations,
specifically its provisions for driving greater transparency and disclosure of the actions taken by companies
to identify and address forced labour and human trafficking in global supply chains.

adidas is proud of the steps we have taken to combat modern slavery and human trafficking described in
this statement and supporting documents. We are committed to improving our practices to ensure that our
preventative and remedial efforts continue to be relevant, timely and effective.

2. Structure, Operations and Supply Chain

adidas Australia is an Australian proprietary company which is a wholly owned subsidiary of adidas
International BV, a Dutch company, and its ultimate holding company is adidas AG (“adidas”), which is a
publicly listed company on the German stock exchange. adidas Australia employs ca. 480 employees and
does not control or own any other entities. adidas Australia has an exclusive licence to promote, distribute,
market and sell products bearing the Reebok brand in Australia from Reebok International Limited, which
is also part of adidas.

adidas Australia is engaged in the retail and wholesale of sporting, fitness, clothing and lifestyle products
under the brands of adidas and Reebok within Australia, either directly through our own 27 retail stores
and ecommerce channels or through third party distributors and retailers and/or third party ecommerce
platforms, and all activities related thereto. ' ’

adidas’ products, which are distributed and sold to consumers in Australia, are manufactured in a variety
of countries around the world but not in Australia.

The company's global supply chain extends through various tiers from strategic manufacturing partners,
to componentry and materials suppliers, to raw material sources, such as cotton, leather and natural
rubber. Working closely with key strategic partners, the vast majority of our products are produced in 132
manufacturing partners worldwide. We value long-term relationships. By the end of 2020, 61% of our
strategic suppliers have worked with adidas for more than ten years and 30% have a tenure of more than
20 years. The length of our supplier relationship is determined by specific performance criteria which is
regularly measured and reviewed. adidas has outsourced most of its production. Overall, we work with
around 500 independent factories from around the world that manufacture our products in more than
49 countries (Status: 2020). Our supply chain is global and multi-layered, with many different types of
business partners, some of whom are directly contracted factories, while others are not. In 2020, the top
four countries by sourcing volumes were: Vietnam, Indonesia, China and Cambodia.
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For more information on our supply chain structure and to view our global supplier lists, see:
https://www.adidas-group.com/en/sustainability/managing-sustainability/human-rights/supply-chain-

approach/

3. Risks of Modern Slavery Practices

Since the founding of our social compliance and labour rights program at the end of 1990s, we have been
systematically addressing the risks associated with forced labour, child labour and migrant labour.

In 2016, we launched a modern slavery outreach program to increase the depth and breadth of our work on
potential modern slavery risks in our upstream supply chain, i.e., those tiers that fall outside the existing
mainstream social compliance and labour rights program, including our Tier 2 processing facilities and
Tier 3 raw material sources

In conducting our risk assessment, we followed the methodology as outlined in the United Nations Guiding
Principles on Business and Human Rights (UNGPs) to identify salient risks and priorities and identified
three priority areas that required tailored initiatives and strategies to prevent and mitigate potential
Modern ‘Slavery practices. These complement our ongoing social compliance and labour monitoring
programme.

1. Development of a Modern Slavery Training Module for Tier 2 supply chain from high-risk countries
such as Taiwan, China, Vietnam and Indonesia to drive awareness and provide practical guidance
on good work practices. ‘

2. Gaining insight into raw material sourcing for leather and natural rubber from high-risk countries
to inform our approach at the Tier 3 level.

3. For cotton sourcing, making Turkey our primary focus for engagement given its high-risk profile
due to the Syrian refugee crisis. '

A summary of the risk assessment process is available here: https://media.business-
humanrights.org/media/documents/files/documents/adidasGroup Summary Modern Slavery Risk Ass
essment Aug201érev 002.pdf

Having identified the issues most salient to us and setting clear priority areas for engagement as outlined
above, we completed the first phase of our workplan by the end of 2017 and refined our priorities for the
" next phase of our work based on lessons learnt. See: https://media.business-
humanrights.org/media/documents/files/documents/2018-

02 Adidas _modern_slavery outreach program_2018-2020.pdf

In December 2019, we published a review of our Modern Slavery Risk Assessment and disclosed our
approach to assessing and addressing identified risks across three priority topics:

1. Responsible Recruitment
2. Forced and Child Labour Risks in Raw Material Sourcing and
3. Regulatory Needs and Issues-Driven Risks.

For more information see: https://www.business-humanrights.org/en/latest-news/adidas-modern-
slavery-risk-assessment-review/
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4. Actions taken to assess and address the risks and to assess the effectiveness of our
actions

Due-Diligence, Risk Assessment, Remediation and Training

Our approach to manage and eradicate forced labour from our operations include the implementation of
our Modern Slavery policy (first published in 2010), a tailored risk based due-diligence process for our own
business and our supply chain, risk assessment, regular monitoring activities and performance
measurements by a dedicated monitoring team within the company's Global Legal Division as well as
designing and delivering targeted training and capacity building.

For more information on our forced labour and human trafficking policy and approach, see:
http://www.adidas-group.com/s/factory-workers

We measure our suppliers through an annual social compliance Key Performance Indicator. The indicator
evaluates a supplier's compliance with our Workplace Standards, which include a prohibition against the
use of any form of forced labour, child labour or human trafficking. Information on the social compliance
performance rating of our key strategic suppliers in 2020 can be found in our annual report
(https://report.adidas-group.com/2020/en/). Suppliers are also expected to apply appropriate due diligence
measures to their subordinate subcontracting relationships to prevent and mitigate human and labour
rights issues, including forced labour. Finally, to complement these processes, we have put in place
dedicated third-party grievance channels to tackle complaints.

adidas’ Human Rights Complaint Process is accessible to all external stakeholders who have a grievance
to share. See here; https://www.adidas-group.com/media/filer public/47/95/47956de4-7a3b-4559-a449-
51ef963c7f9e/adidas group complaint _process november 2016.pdf.

Supply chain workers also have access to dedicated operational grievance channel at a factory level: an
application-based ‘Workers Voice’ platform. We have progressively improved and expanded the use of this
operational grievance mechanism and in 2020 almost 450,000 workers employed in 111 factories across
twelve countries had access to this system. Responses received through the 'Workers Voice' platform are
carefully tracked by adidas, using KPIs and dashboard reviews, case satisfaction ratings and on-site worker
interviews. This allows us to evaluate the efficacy of the grievance channels, see major cases in real time
and undertake timely interventions, where necessary. [t also helps us understand the main challenges and
labour rights issues in a factory and track how the factory management and their HR teams resolve cases
and communicate their findings.

Workers can also access an independent third-party complaint mechanism operated by the Fair Labor
“Association. See here: https://www.fairlabor.org/transparency/safeguards

Forced Labour in High-Risk Locations

In recent years, increased attention has been given to potential forced labour risks in high-risk locations in
Central Asia, including Uzbekistan, Turkmenistan, and China's Xinjiang region. With respect to Xinjiang, we
have engaged extensively with our China suppliers and reiterated our strict prohibition on all forms of
forced labour, inctuding prison labour. We have issued advisories to those same suppliers, informing them
of their obligations to meet relevant government sanctions and trade restrictions. And we have conducted
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due diligence to ensure that supply chain partners are not linked to entities suspected of involvement in
serious human rights harms or forced labour.

To view a summary of 2020 activities and the actions we have taken to assess and address modern slavery
and human trafficking see our 2020 Modern Slavery Progress Report attached at Appendix A hereto.

Partnerships

Engaging openly with stakeholders and establishing leadership approaches for transparency and
disclosure is a fundamental part of our approach to sustainability. We use an extensive and ongoing
multistakeholder fora to elicit industry, government and civil society feedback on our work. See:
https://www.adidas-group.com/media/filer _public/d3/07/d307bf6e-7175-4122-9411-
60a5169da997/2017 2018 cross section of stakeholder feedback.pdf

To learn more about our partnerships approach see: https://www.adidas-
group.com/en/sustainabjlity/managing-sustainability/partnership-approach/

Five  years after  the launch of  the modern slavery outreach program
(adidasGroup Summary Modern Slavery Risk Assessment Aug2016rev 002.pdf (business-
humanrights.org)), we have reached an increased understanding of the potential risks associated with
modern slavery in our upstream supply chain. In this time, we have engaged extensively on human rights
and forced labour industry benchmarks and have identified and filled gaps in our policies and practices,
which has led us to secure the highest ratings in those benchmarks.

fn 2020 adidas ranked first in cur sector and in the top 5 companies globally among 230 of the world's
largest publicly traded companies in the Corporate Human Rights Benchmark (CHRB) that assesses
companies on their human rights performance. We have benchmarked our policies and practices cn human
rights against publicly disclosed information and have made the annual CHRB disclosure platform as our
primary vehicle for tracking and reporting on human rights risks. )

If any consumer has a concern or question related to adidas’ approach to tackling human trafflckmg and
slavery, please write to us at: modernslavery@adidas.com

This statement is approved and signed by all of the directors of adidas Australia Pty. Limited.
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Steve Castledine Uwe Reiner
Director and General Manager Director
adidas Australia Pty. Limited adidas Australia Pty. Limited

Date: June 2021 Date: June 2021
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APPENDIX A

adidas
MODERN SLAVERY PROGRESS REFORT
LOOKING BACK AT 2020

{. Navigating through the coranavirus pandemic

2020 wasz an extraardinary year, marked by the worldwide Cowid- 1% pandemic. adidas scted early to protect
warkers lives, through the roll-out of guidance en salety and infection control, and cooperating with
suppliers to farm Emergency Responze Tesms, warking together to share best practices and formulate
approaches to safequard anainst the spread of Covid- 19 within the workplace and ensure compliance with
the directives of the local bealth aothorities.

Our work included benchmarking our guidance againgt Internationsl Lahor Organization HLOJ and World
Health Organization guidelines, &5 well as advisory information developed by the NGO commmunity, S2e our
public statement fars,

Iy arder Lo support sur supplier partners, we continued to hanor and upheld our standard manufacturing
terms, including worker rights profection, znd assisted key strategie suppliers secure bank finance to help
them weather the Covid-1% erisis. We continued to be cormmitted to ensure legal compliance in terms of
pay and benefits far all workers and trached the working conditions in sach, and every factory.

Our bespoke Covid-17 tracking systern was updated on & daily and weekly basis and included an ongoing
review of tocsl legal requirements and guldance fram government. The information was used io focus
sbforts and target interventions to high-risk cauntries, lecaticns, or specific supplisrs.

adidas’ Covid-19 respunse has heen assessed by the labor rights advocacy community such as the Worker
Rights Consortium and duly recognized in Baptist World Ald Australia’s 2020 COVID-1% Fashivn Report
which surveyed close 1o 109 brands on their commitment to address the Covid crisis in their supply chain.

Addreseing forsign migrant worker risks

Gpecial stiention was ghven to Foreign Migrant Workers in our supply chain. We angaged and aligned with
quidance develapsd by the United Nations' Internstional Organization for Migration [108M] to ensure the
recessary protections were in place and monitoring was undertaken for these workars, whe are eften
fhoused inclarge doemitories. To better map the concerns of thiz vulnersble group and support rernedial
etforts for any human rights breaches, in early 2020 we exiendad our cutreach o governments, undons and
UN agencies in specifie epuntrizs. For example, in Jordan we utilized the results of werker surveys
conducted by the 0O Betier Work program to pinpoint specific issues nver safety, pay, snd security of
contract, and supported industry-wide collzbaration to ensure that the potential risks were understoad,
and rights were profected.

Effective grievance mechanisms

Cavid-19 has strengthened the valug and importance the suppliers place on the operational grievance
mechanism that we deploy at sl cur strategic supplier sites reaching more than half a million workers. it
has provided a readily available tool for them to broadeast and secure feedback from workers on their
plens and respanse bo the health emargency undolding in each country. There was substantial irmprovement
ar how nur supplier pariners and workers utilized the grievance digitsl platform during the pandemic {Jan-
May 2020f in comparison o the same pericd in 2019: ‘
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»  Total number of cases reported by warkers increased by nearly 400% ie., from less than S000 ta
rigre than 17000 cases

= Total Timely Resolved Cases rate increased fram 80% to 6%

= Total number of broadeasting messages sent by factory’s management increased Expunaﬂntaa by by
nearly 1500%, from less than 200 to more than 3000 broadeasts,

= B3% of workers coofirmed that they are satisfied with the managements’ response te their
iiessages, comparsd ta 1% from last year.

We recognized that these actions alane would not be ensugh, and we endorsed the Inferpabionst babor
Call to Action to address the impact of the Cadd-19 pandermic on the.garment industry.
The ILD convened & global warking group, charged with securing funding te ensure business continuity,
payment of wages, income-support, and job retention inttatives sufficient to protect garment workers'
income, health, and employment. The effert includes a commitment to support the development and
expansian of socisl protection systems for workers and employers in the garment industry, consistent with
ILO Reenmmendation 202,

tL Policies

Wi have clear and well-defined policies on human trafficking and slavery which include our Policy on
Madern Slavery, Responsible Reeruitment Policy and Respongible Seurcing and Purchasing Policy.

In ?‘CIEEI we addéd a set nf m Buy'er Commitmems o guide aur respumih*l'e pw:‘hasing amd angwe that

.-:t_nd;n dz mcﬁudmg wage psy'rraent to workers,

To explain how we expact our suppliers to lve up to sur Workplace Stendards, we have produced a number
of supporting guidebnes that detail our expectations for fair, healthy, safe workplace conditions and
environmentally seurd factery sperations. In 2020 we updated our Guidelines an Employment Standards.
The revised guidelines contain a chapter an Human Rights Dus Diligence [HROD), including & seven-step
guida for our supplier partners to fulfill their rezponsibility to respect human rights. 'We have alzo taken
steps o simplify the eurrent guidelines and ensure they continue to offer & valuable rescuree for bur
supplier partners. Furthermuore, we have added additional language pertaining to the important topics of
Responsihle Recruitrment, Migrant Workers, and Forced Labour in those guidelines.

Finally, given that the majority of our supply chain's workers are wamen, it is important that eur supplier
partnars are sansitive b, and consistently apply, a "gender lens” to their daily operations. Again this has
been incorporated into sur updsted Guidelines on Employment Standacds. See: Womea's Rights in the

Workolace,

All pelicies mentionad can be fourd here,
{il. Due Diligence Processes

Foreced Labour in High-Risk Locations

In recent years, there has been increased attention given to potentlisl forced laboue risks, linked tn high-
risk bocations, such Usbekistan, Turkmenistan, srd Ching's Xinjiang region. adidas has never manufatiuered
gouds in Xinjiang and does noet souree yarn from this region, For the past decade adidas has upheld a pledge
1o riot source cotton from Usbekistan and since 2076 we have also undertaken b5 nat source cottan fram
Turksmenistan in Central Asia,
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lrrespective of country, or location, we expect pur supplier partners to uphold our Workplace Standards,
with its strict prahibition on all farms of forced labour, including prison lahour, In aceordance with the UN
Buiding Principles, we uze due diligence to sesk bs prevent and mitigate against potential ssvere human
rights risks. Qur primary aim is to ensure that seppliars are not linked to entities suspedted of involvemeant
i zerious human rights harms or forced labour and that our mzoulaciured goods are compliznt with sl
applicable government ssnclions, regulations, and trede restrictions.

Policy Institution [BSP1, which alleged that Uyghur workers wers being exploited by manufacturers in
China. We investigzted and confirmed that we had ne attive or ongoing relatisnshigeeith any of the suppliers
named in that repori.

Ta support sustainable colton sourcing acthities, in 2020 adidss joined an Exps ]
Labour and Decent Work, to sxamine and imprave assurance methods at & farm level. This engagement
resulted in @ publc report with guidelines on how to tackle decent work and forced labour risks in the

cotton supply chain, globally.

The above actians form part of our angoing effarts to ensure that there are no brkages 1o forced labaur
arreshers in aur supply chain.

{¥. Risk Assessment

Responsible Recruitment for Tier 2 suppliers

We were sarly signatories 1o the American Apparel Footwear Association - Fair Labor Association [AAFA-
FLA) pledge en resporsible resruitmset and are working closely with the [0OM o 8 perteership that compriss
specialized frainings e due diligence measures for our busingss partners in recelving countries and for
recruitment agencies in sending countries, espectally in high-risk migrant corridars previously identified as
part of our foreign lsbour risk mapping effacts.

fn 2020, we strengthened engagement with vur Tier 2 suppliers emplaying foreign migrant workers. Due
1o travel restrictions awing to the Covid -1 pandermic, we engaged rermately with the suppliers covered under
ihe umbrells of this partnership. These engagements and trainings ranged from deskiop reviews to online
supplier trainings om labar recruiter due-diligence via the [OM's e-carnpus foundation course on ethical
recruitment, '

{¥. Measurement and Perfarmance Standards

Wa diligently track our work in this area and provide frequent updates i the stakeholder commurnity to
ncresse ransparency and disclosure, We have benchmarked our policies and practices on human rights
sgainst publicly disclosed information and have made the annual Corporate Homan Rights Benchmark
{CHRE} disclasure platform as our primary vehicle for tracking and reparting o0 human rights rizsks,

in 2020 CHRE': asseszment, adidas ranked first in our sector and in the top 5 companies globally of the
230 largest publicly traded companges that were assessed on their human rights performance. CHRE
provides a comparative analysis of companies’ human rights polices, provesses and practices in alignment
with the U Buiding Principles for Business and Human Rights.
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The 2020 CHRB assessment was alse supplernented by 2 separate study that egplored the response of the
private seckar tn Covid-19. W provided a comprehensive respanss to the study highlighting how adidas has
responded to the Increased hurnan rights risks and impacts associated with the Cowid-19 crisis,

VL. Training and Capacity Building

Building on our previows internal anling training on preventing modern slavery in our supply chain for close
te 2,000 Sourcing and Procurernant staff, we designed & companmy-wide training module ah homan rights
inraise awareness and build staff capacity among all employees, warldwide. Due to the Covid-19 crisis, the
fraining was temporarily put on hold and will be re-launched in the coming wear.




