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Consolidated Balance Sheet as of December 31

Assets
in CHF mn Notes 2006 2007
Current assets
Cash and cash equivalents 1 427.7 438.1
Securities 2 6.1 5.4
Accounts receivable 3 789.9 861.1
Inventories 4 412.5 499.7
Accrued income 5 471 57.6
Other current assets 5 58.5 53.9
Total current assets 1741.8 1915.8
Non-current assets
Property, plant and equipment 6
Property 107.8 120.5
Plant 253.8 269.1
Equipment 402.7 764.3 441.8 831.4
Financial assets
Investments in associated companies 7 2.7 16.0
Other financial assets 8 7.3 10.0 18.0 34.0
Intangible assets 9
Goodwill 248.9 245.0
Software 16.0 13.5
Trademarks 72.4 73.2
Customer Relations 111.2 101.5
Other intangible assets 37.9 486.4 29.4 462.6
Deferred tax assets 10 44.7 55.1
Employee benefit assets 11 104 10.4
Other non-current assets 2.0 20
Total non-current assets 1317.8 1395.5
Assets held for sale 12 4.0 0.0
Total assets 3063.6 3311.3
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Liabilities and Shareholders’ Equity

in CHF mn Notes 2006 2007

Liabilities

Current liabilities

Bank loans 13 34.3 956 2
Non current liabilities due in the next 12 months 14 3.9 7.6 E
Accounts payable 15 386.5 438.5 g
Taxes payable 16 76.5 64.8 =
Deferred income and accrued expenses 17 180.9 195.6 §
Current provisions 19 14.8 16.0 =
Other current liabilities 20 16.3 10.2 E
Total current liabilities 713.2 742.3 E
Non-current liabilities 3

Bank loans and mortgages 19 8.7 7.7
Bonds 18 765.1 766.5
Other non-current liabilities 11.1 3.6
Provisions 19 104.2 128.0
Deferred tax liabilities 10 54.2 53.7
Employee benefit obligation 11 133.1 138.0
Total non-current liabilities 1076.4 1097.5
Total liabilities 1789.6 1839.8

Shareholders’ Equity

Capital stock 22.9 22.9
Capital surplus 256.0 256.0
Treasury shares 2.4 —-65.1
Currency translation differences -117.5 -115.5
Fluctuations in value of financial instruments —0.6 -1.3
Retained earnings 1105.1 1372.0
Equity attributable to Sika shareholders 1263.5 1469.0
Minority interests 21 10.5 25
Total shareholders’ equity 22 1274.0 14715
Total liabilities and shareholders’ equity 3063.6 3311.3
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Consolidated Income Statement from January 1 to December 31

in CHF mn Notes % 2006 % 2007 Change in %

Consolidated Income Statement

Consolidated net sales 23 100.0 3896.1 100.0 4573.2 17.4
Other operating income 0.2 7.9 0.1 6.6
Changes in inventory 0.2 6.2 —0.2 —7.0

Operating revenue 24 100.4 3910.2 100.0 4572.8 16.9
Material expenses 25 -46.4 —-1809.1 —46.7 -2136.8

Gross result 53.9 21011 53.3 2436.0 15.9
Personnel expenses 26 -21.7 —845.4 -20.2 —924.0
Other operating expenses 26 -19.0 —741.1 -19.1 —872.1

Operating profit before depreciation (EBITDA) 26 13.2 514.6 14.0 639.9 24.3
Depreciation 27 -2.6 -101.6 -2.2 -101.2
Amortization 27 -0.8 -30.9 —0.6 -26.9
Impairment 27 -0.3 -10.9 0.0 1.1

Operating profit (EBIT) 9.5 371.2 11.2 512.9 38.2
Interest income 29 0.1 3.4 0.2 9.2
Interest expenses 28 -0.6 -21.8 -0.7 -30.9
Other financial income 29 0.0 0.8 0.1 29
Other financial expenses 28 -0.5 -21.2 -0.4 -16.2
Income from associated companies 29 0.0 1.2 0.1 3.9

Consolidated profit before taxes 8.6 333.6 10.5 481.8 444
Income taxes 30 -2.5 —99.1 -3.0 -135.7

Consolidated net profit 6.0 234.5 7.6 346.1 47.6
Profit attributable to Sika shareholders 6.0 231.9 7.6 345.7
Profit attributable to minority interests 31 0.1 2.6 0.0 0.4

Consolidated earnings per bearer share (in CHF) 31 914 1371 50.0
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Statement of Shareholders’ Equity

in CHF mn Capital Capital Treasury Currency Fluctua- Retained Total Minority Total
stock  surplus shares ! translation  tions in earnings Sika interests Share-
differences  value of share- holders’
financial holders’ equity?
instru-
ments
December 31, 2005 71.6 256.0 -2.1 -110.4 -1.5 872.8 1086.4 9.6 1096.0
Currency translation differences 7.1 7.1 0.1 -7.0
Fluctuations in value of
financial instruments 0.9 0.9 0.9
Total income / expense
recognised directly in equity -741 0.9 -6.2 0.1 -6.1
Profit of the year 231.9 231.9 2.6 234.5
Total profit and loss -71 0.9 231.9 225.7 2.7 228.4
Sale/purchase of treasury shares -0.3 -0.3 -0.3
Gains/losses on treasury shares 0.4 0.4 0.4
Repayment of nominal value —48.8 —48.8 —48.8
Change in minority interests -1.8 -1.8
December 31, 2006 22.9 256.0 -2.4 -117.5 -0.6 1105.1 1263.5 10.5 1274.0
Currency translation differences 2.0 2.0 -0.2 1.8
Fluctuations in value of
financial instruments 0.7 0.7 0.7
Total income / expense
recognised directly in equity 20 -0.7 1.3 -0.2 1.1
Profit of the year 345.7 345.7 0.4 346.1
Total income / expense for the year 20 -0.7 345.7 347.0 0.2 347.2
Sale/purchase of treasury shares? -62.7 -62.7 —62.7
Gains/losses on treasury shares 0.4 0.4 0.4
Dividends -79.2 -79.2 -0.7 -79.9
Change in scope of consolidation4 -7.5 7.5
December 31, 2007 22.9 256.0 —65.1 -115.5 -1.3 1372.0 1469.0 2.5 1471.5

1 At cost

2 See Note 22
3 Treasury shares as of December 31, 2007: 34 020 bearer shares
4 The decrease in minority interests of subsidiaries is due to the deconsolidation of Addiment Italia S.r.I. (recorded at equity).
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Consolidated Cash Flow Statement

in CHF mn 2006 2007
Operating activities
Consolidated net profit 234.5 346.1
Income taxes 99.1 135.7
Net financial result 38.8 35.0
Depreciation/amortization /impairment 143.4 127.0
Increase (+) / decrease (-) in provisions 11.7 274
Other non cash items -16.4 -89
Increase (-) / decrease (+) in net working capital -83.1 -97.4
Interest received 3.4 9.1
Interest paid -7.8 -35.1
Other financial income/ expenses -9.6 -12.5
Cash flow from operations 414.0 526.4
Income taxes paid -97.6 -163.7
Cash flow from operating activities 316.4 362.7
Investing activities
Property, plant and
equipment: Capital expenditures -129.8 -179.0
Disposals 141 14.5
Intangible assets:  Capital expenditures -10.2 -6.8
Acquisitions less cash and cash equivalents -50.4 -3.7
Disposals less cash and cash equivalents 0.0 11.4
Deconsolidation of Addiment Italia S.r.. 0.0 7.2
Acquisitions (=) / Disposals (+) of financial assets 5.8 -9.2
Cash flow from investing activities -170.5 -180.0
Financing activities
Repayment of short-term loans —583.3 -20.1
Increase in long-term loans 764.2 0.0
Repayment of long-term loans -3.2 -85
Acquisitions (-) / disposals (+) in treasury shares 0.1 -63.2
Repayment of nominal value/dividend payment to shareholders of Sika AG —48.8 -79.2
Capital transactions/ dividends related to minorities -1.8 -0.7
Cash flow from financing activities 127.2 -171.7
Exchange differences on cash and cash equivalents -0.3 -0.6
Net change in cash and cash equivalents 272.8 10.4
Cash and cash equivalents at the beginning of the year 154.9 427.7
Cash and cash equivalents at the end of the year 427.7 438.1
Free cash flow? 145.9 182.7
Acquisitions/ divestitures less cash and cash equivalents plus deconsolidation 50.4 -0.5
Acquisition (+) / Disposal (-) of financial assets -5.8 9.2
Operating free cash flow 190.5 191.4

1 refer to note 9, page 89
2 Cash flow from operating activities + cash flow from investing activities.
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Scope of Business Operations

Sika’s operations (2007 sales: CHF 4.6 billion) en-
compass research, production, sales and cus-
tomer service in the area of process materials for
sealing, bonding, damping, reinforcing and pro-
tecting load-bearing structures in construction
(buildings and infrastructure elements) and in
industry (vehicle, building component and equip-
ment production). Sika’s product lines feature
high-quality concrete admixtures, specialty mor-
tars, sealants and adhesives, damping and rein-
forcing materials, structural strengthening sys-
tems, industrial flooring and membranes.

Sealing

Sealing minimizes the flow of gases and liquids
between cavities and interstices as well as the
dissemination and transfer of heat or cold. Flat
roofs, tunnel constructions, water reservoirs and
fagades are durably impervious to wind and rain,
resistant to temperature, age and vibration. The
functionality and comfort of rooms within is there-
by enhanced.

Bonding

Bonding joins different materials permanently,
elastically and securely. Vehicles, windows and
concrete elements for bridges are bonded using
new processes. Sika bonding technologies in-
crease the safety of end products and enable
greater freedom of design. These applications
also optimize the manufacturing process through
reduction of production times.

Damping

In fixed and moving objects, damping reduces
vibrations of all wavelengths, resulting in fewer
reverberations and noise emissions in load-bear-
ing structures and cavities. Noise in interiors for
example is abated, thereby significantly increas-
ing comfort.
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Reinforcing

Reinforcing targets the increased carrying capac-
ity of statically as well as dynamically stressed
load-bearing structures, from light window frames
to crash-resistant automotive bodies to concrete
bridges. Solutions for reinforcing improve existing
load-bearing structures and optimize new ones.

Protecting

Protecting boosts the durability of load-bearing
structures and preserves the substance of new
and renovated objects. Sika solutions guarantee
sustained protection against climatic conditions,
chemical influence and pollution for concrete
structures, water reservoirs and historical build-
ings.

Sika’s core business is divided into two divisions:
the Construction Division (79% of sales), and the
Industry Division (21% of sales).

Sika is active worldwide in 71 countries with
11723 employees in local companies. Sika
achieves 61% of sales in Europe, 23% in the
Americas, 5% in the region IMEA (India, Middle
East, Africa) and 11% in Asia/Pacific.
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Principles of Consolidation and Valuation

Principles of Consolidation

General principles

The financial statements of the Sika Group are prepared in conform-
ity with the provisions of the International Accounting Standards
Board (IASB).

All standards (IAS/IFRS) and interpretations (IFRIC) applicable as of
December 31, 2007 were taken into account.

In the event of a changed presentation comparative data from the
consolidated financial statements of the prior year was, if neces-
sary, reclassified or supplemented.

The financial statements are prepared according to the going-con-
cern principle.

Changes in the accounting standards

The accounting standards observed last year continue to apply with

the exception of those that did not become binding until January 1,

2007. The Group has adopted the following new and amended IFRS

and IFRIC interpretations during the year:

— IFRS 7 Financial Instruments: Disclosures

IAS 1 revised — Presentation of Financial Statements

IFRIC 8 Scope of IFRS 2

IFRIC 9 Reassessment of Embedded Derivatives

IFRIC 10 Interim Financial Reporting and Impairment

Adoption of these revised standards and interpretations did not have

any effect on the financial position or performance of the Group.

They did however give rise to additional disclosures, including in

some cases, revisions to accounting policies.

— IFRS 7 Financial Instruments: Disclosures
This standard requires disclosures that enable users of the finan-
cial statements to evaluate the significance of the Group’s finan-
cial instruments and the nature and extent of risks arising from
those financial instruments. The new disclosures are included
throughout the financial statements. While there has been no
effect on the financial position or results, comparative information
has been revised where needed.

— IAS 1 Presentation of Financial Statements
This amendment requires the Group to make new disclosures to
enable users of the financial statements to evaluate the Group’s
objectives, policies and processes for managing capital. These
new disclosures are shown in Note 33.

— IFRIC 8 Scope of IFRS 2
This interpretation requires IFRS 2 to be applied to any arrange-
ments in which the entity cannot identify specifically some or all
of the goods received, in particular where equity instruments are
issued as consideration which appears to be less than fair value.
The interpretation had no impact on the financial statements of
the Group.

— IFRIC 9 Reassessment of Embedded Derivatives
IFRIC 9 states that the date to assess the existence of an embed-
ded derivative is the date that an entity first becomes a party to
the contract, with reassessment only if there is a change to the
contract that significantly modifies the cash flows. As the Group
has no embedded derivative requiring separation from the host
contract, the interpretation had no impact on the financial position
or performance of the Group.

- IFRIC 10 Interim Financial Reporting and Impairment
The Group adopted IFRIC Interpretation 10 as of 1 January 2007,
which requires that an entity must not reverse an impairment loss
recognised in a previous interim period in respect of goodwill or
an investment in either an equity instrument or a financial asset
carried at cost. As the Group had no impairment losses previously
reversed, the interpretation had no impact on the financial posi-
tion or performance of the Group.
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As of 2009 Sika will adopt the following new and revised standards
that are relevant for the Group, from which however no impact on
the financial position, performance or cash flow of the Group will
result:

— |AS 23 (revised) Borrowing Costs

— IFRS 2 (amended) Share-based payment

— IFRS 8 Qperating Segments

IFRS 3 (revised) Business Combinations will be adopted as of Janu-
ary 1, 2010. The revision brings into effect changes in the applica-
tion of the purchase method such as purchase of minority interests,
treatment of transaction costs and other questions of detail.
Likewise as of January 1, 2010, IAS 27 (revised) Consolidated and
Separate Financial Statements will be applied.

Use of the following interpretations is expected to have no essential
effect on the financial position, performance or cash flow of the
Group:

IFRIC 11 IFRS 2 — Group and Treasury Share Transactions

IFRIC 12 Service Concession Arrangements

IFRIC 13 Customer Loyalty Programmes

IFRIC 14 The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction

Scope of consolidation

The consolidated financial statements of the Sika Group encompass
the financial statements of Sika AG, Baar, Switzerland, as well as
its subsidiaries and associated companies (see list on page 118
et seq.). In the year under review the scope of consolidation was
expanded to include the following company:

— Sika Viscocrete Belgium NV

The impact of such first-time consolidation on the consolidated net
profit amount is insignificant.

The scope of consolidation was reduced to exclude the following
companies:

— Addiment Italia S.r.l. (The company was deconsolidated due to
changes in its Board of Directors and is now considered an as-
sociated company. )

Sarnafil Nordic A/S (merged with Sika Danmark A/S)

Sarnafil S.r.I. (merged with Sika Italia S.p.A.)

Sarna Plastec AG (sold)

Sarnafil Canada Ltd. (merged with Sika Canada Inc.)

4

Consolidation method

— Basis
The consolidated financial statements are based on the balance
sheets and income statements of Sika AG, Baar, Switzerland and
its subsidiaries as of December 31, 2007, prepared in accord-
ance with uniform standards.

— Subsidiaries
Companies at least 50% owned by Sika and managed by Sika are
fully consolidated. Their consolidation includes 100% of their
assets and liabilities as well as expenses and income; minority
interests in shareholders’ equity and net income for the year are
excluded and shown separately as part of minority interests.

— Associated companies

The equity method is applied to account for investments ranging
from 20% to 50%, provided that Sika has a controlling influence.
The investments are included in the balance sheet under “Invest-
ments in associated companies” in terms of their percentage
share in net assets; in the income statement their share in the net
income for the year is reflected in “Income from associated com-
panies”.

— Other minority interests
Other minority interests are carried at fair value.

- Intragroup transactions
Transactions within the Group are eliminated as follows:
— Intragroup receivables and liabilities are eliminated in full.
— Intragroup income and expenses and the unrealized profit
margin on inventories from intragroup sales are eliminated
in full.
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Principles of Consolidation and Valuation

The list reflects the exchange rates of foreign currencies in Sika’s major markets on various continents.

Country Currency 2006 2006 2007 2007

Balance Income Balance Income

sheet’ statement? sheet! statement?

CHF CHF CHF CHF

Europe Euro zone EUR 1 1.61 1.57 1.66 1.64
Denmark DKK 100 21.55 21.09 22.22 22.07

Great Britain GBP 1 2.39 2.31 2.25 240

Norway NOK 100 19.51 19.53 20.79 20.45

Sweden SEK 100 17.78 17.00 17.59 17.79

Poland PLZ 1 0.42 0.40 0.46 0.43

Turkey TRY 1 0.86 0.88 0.97 0.92

North America Canada CAD 1 1.05 1.11 1.15 1.12
USA usD 1 1.22 1.26 1.13 1.21

Latin America  Argentina ARS 1 0.40 0.41 0.36 0.39
Brazil BRL 1 0.57 0.58 0.63 0.62

Chile CLP 100 0.23 0.24 0.23 0.23

Colombia CoP 10000 5.45 5.34 5.58 5.88

Mexico MXN 100 11.24 11.55 10.33 11.06

Asia/Pacific Australia AUD 1 0.96 0.95 0.99 1.01
China CNY 1 0.16 0.16 0.15 0.16

India INR 100 2.75 2.78 2.86 291

Indonesia IDR 10000 1.37 1.36 1.20 1.33

Japan JPY 100 1.02 1.08 1.01 1.02

Korea KRW 100 0.13 0.13 0.12 0.13

Malaysia MYR 1 0.35 0.34 0.34 0.35

Thailand THB 100 3.44 3.32 3.81 3.71

Africa Egypt EGP 1 0.21 0.22 0.20 0.21
South Africa ZAR 1 0.17 0.19 0.17 0.17

1 year-end rates
2 annual average rates
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Business Combinations

Business combinations are recorded under the purchase method.
Details on business combinations during the year under review are
shown in the Notes to the Consolidated Financial Statements.

The assets, liabilities and contingent liabilities of acquired compa-
nies are valued at fair value on the date of acquisition. If the cost of
an acquisition exceeds the fair value of the acquired identifiable
assets, liabilities and contingent liabilities, the balance is reported
as goodwill. Every negative balance resulting from the cost of an
acquisition and the acquired identifiable assets and liabilities (i.e.
a discount at acquisition) is directly recognized in the income state-
ment. The interests of minority shareholders are reported at the cor-
responding share of fair value of the recorded assets and liabilities.
Any losses attributable to minority interests that exceed the minor-
ity interest are set against the interests of the parent company. The
results of subsidiaries acquired or disposed of during the year are
included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal.

Significant accounting estimates

— Estimation uncertainty
The key assumptions concerning the future and other key sourc-
es of estimation uncertainty on the balance sheet date that have
a risk of causing a material adjustment to reported amounts of
assets and liabilities within the next financial year are discussed
below.

Impairment of Goodwill

The Group determines at least once annually or upon correspond-
ing indication whether an impairment of goodwill has occurred.
This requires an estimation of the value in use of the cash-
generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating unit and
also to choose a suitable discount rate in order to calculate the
present value of those cash flows. The book value of goodwill as
of December 31, 2007 was CHF 245.0 mn (2006 CHF 248.9 mn).
Further details are presented in Note 9.

Fair value of acquisitions

Under IFRS 3, all assets, liabilities and contingent liabilities are
valued at fair value. Newly identified assets and liabilities are
also included in the balance sheet. Fair value is determined in
part based on assumptions regarding factors that are subject to
a degree of uncertainty, such as interest rates and sales.

Provisions (book value: CHF 144.0 mn)

Declaration of provisions requires assumptions about the proba-
bility, size and timely occurrence of an outflow of resources that
represent economic value. As far an outflow of resources repre-

73

senting an economic value is probable and a reliable estimation
is possible, a provision is recorded.

Trademarks (book value: CHF 73.2 mn)

Trademarks with an indefinite lifetime undergo an annual impair-
ment test in which the cash value of future payments is calcu-
lated and compared with the book value. Future cash inflows
must be estimated. Actual cash inflows can thereby deviate
widely from estimations. Discounting is in addition based on as-
sumptions and estimations concerning business specific capital
costs, which are themselves dependent on national risks, credit
risks, and additional risks resulting from the volatility of the re-
spective business and the pertinent capital structure of the re-
spective group segment.

Customer relations (book value: CHF 101.5 mn)

Customer relations are depreciated over their estimated useful
life. The estimated useful life is based on estimates of the time
period during which this intangible asset generates cash flows,
as well as historic empirical data concerning customer loyalty.
Calculation of the present value of estimated future cash flows
includes essential assumptions, especially of future sales. Dis-
counting is in addition also based on assumptions and estima-
tions concerning business specific capital costs, which are them-
selves dependent on national risks, credit risks, and additional
risks resulting from the volatility of the respective business and
the pertinent capital structure of the respective group segment.

Employee benefits obligations (book value: CHF 138.0 mn)

The Group maintains various employee benefit plans. Diverse
statistical and other variables are used in the calculation of
expenses and liabilities to estimate future developments. These
variables include estimations and assumptions concerning the
discounting interest rate, expected income from plan assets as
well as projected benefits obligations established by the man-
agement within certain guidelines. In addition for actuarial calcu-
lation of benefit liabilities actuaries employ statistical information
such as withdrawal or death probabilities, which can deviate
significantly from actual results due to changes in market condi-
tions, the economic situation as well as fluctuating rates of
withdrawal and shorter or longer lifespan of benefit plan partici-
pants.

Deferred tax assets (book value: CHF 55.1 mn)

Deferred tax credits resulting from unrealized tax losses brought
forward or timing differences are recorded to the extent that
a realization of the corresponding tax advantage is probable. The
assessment of the probability of the realization of a tax advan-
tage requires assumptions based on the history of the respective
company and on data budgeted for the future.
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Principles of Consolidation and Valuation

Valuation principles

Conversion of foreign currencies

The financial statements of subsidiaries outside Switzerland are
converted into Swiss francs as follows:

— Balance sheet at year-end rates

— Income statements at annual average rates

— Cash flow at annual average rates

Resulting differences in valuation are recorded separately under
changes in shareholders’ equity.

Exchange rate differences from continuing business are recognized
in income.

Financial statements of foreign subsidiaries with high-inflation cur-
rencies are prepared in compliance with IAS 29. Gains or losses on
the net currency position are reflected under “Other operating ex-
penses”. In 2006 and 2007 none of the countries in which Sika has
subsidiaries experienced hyperinflation.

Local currencies were converted into Swiss francs on the basis of
rates listed on page 72.

Segment reporting

Segment reporting reflects the Sika Group structure and its division
into business areas (primary segment) and regional sectors (sec-
ondary segment).

The primary segment encompasses the Construction as well as the
Industry Divisions.

The secondary segment represents the geographic regions: Europe
North and South, North and Latin America, IMEA (India, Middle East,
Africa) and Asia/Pacific.

Assets and liabilities include all balance sheet items that are directly
attributable to a segment or which could logically be assigned to an
operating division.

Financial assets and liabilities

Distinctions are made between the following categories of financial

assets and financial liabilities:

— Financial assets at fair value through profit or loss include finan-
cial assets held for trading and derivatives: These are primarily
obtained for the purpose of profiting from price fluctuations. They
are set in the balance sheet at fair value and adjusted to its de-
velopment. All fluctuations in value are represented in the finan-
cial result.

— Held-to-maturity investments: These include fixed-term invest-
ments that the Group is willing and able to hold until maturity.
They are measured at amortized cost using the effective interest
method.

— Loans and receivables: This category includes loans granted and
credit balances. The valuation occurs at nominal value insofar
as repayment within one year is foreseen. Otherwise they are
classified as assets held-to-maturity.

— All other financial assets are classified as disposable available-
for-sale. The valuation occurs at fair value, with fluctuations in
value recorded in shareholders’ equity. Upon sale, permanent
depreciation in value or other divestiture, the cumulative profits
or losses recorded in shareholders’ equity are shown in the finan-
cial result of the current period.

Available-for-sale financial assets are measured at fair value with
unrealised gains or losses recognised directly in equity until the in-
vestment is derecognised or determined to be impaired at which
time the cumulative gain or loss previously recorded in equity is
recognised in profit or loss. All purchases and sales of financial
assets are recognised on the settlement date. Financial assets are
derecognised when Sika loses the right to dispose over the asset.
Normally this occurs through the sale of assets or the repayment of
granted loans or accounts receivable.

Financial liabilities include debt which is valued at original cost.
Long-term debts are valued at amortized cost (see page 103). Fi-
nancial liabilities are derecognised when repaid.

On each balance sheet date the Group assesses whether a financial
asset is impaired.

If objective evidence exists that an impairment loss of financial as-
sets carried at amortized cost has occurred, the amount of the loss
is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows.

If in the case of accounts receivable there is objective evidence that
not all due amounts will be rendered according to originally agreed
invoicing conditions (as for example in the probability of insolvency
of a debtor), then the carrying amount of the receivable is reduced
through use of an allowance account. Impaired debts are derecog-
nized when they are assessed as uncollectible.

If an available-for-sale financial asset is impaired, an amount com-
prising the difference between its cost and its current fair value is
transferred from equity to profit or loss.

Consolidated balance sheet

— Cash and cash equivalents
Time deposits with an initial term of three months or less are
included in cash and cash equivalents. They are recorded at
nominal value.

— Securities
Marketable securities including fixed deposits with a term of 3 to
12 months are carried under current assets. Sika has classified
all securities and fixed deposits as available-for-sale since they
were not purchased to derive profits from short-term price fluc-
tuations.
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Receivables

Accounts receivable are recorded after provisions for doubtful
debts determined on the basis of prudent commercial principles.
Calculations of doubtful debts are based on a general valuation
adjustment, which in turn depends on the default period. In
addition, a special provision is applied to receivables classified
as doubtful.

Inventories

Raw materials are reported at acquisition cost (weighted aver-
age), finished products at manufacturing costs, or at the lower
net realizable value. Valuation adjustments are applied to non-
marketable inventories.

Other current assets
This item includes accrued income unrelated to accounts re-
ceivable.

Depreciation in value of non-current assets (impairment)
The recoverable value of property, plant and equipment as well
as intangible assets is reviewed if events or changed circum-
stances indicate that assets may be impaired. If the book value
exceeds the recoverable value, a special depreciation allowance
is recorded to reduce the book value to the estimated recoverable
level on the basis of discounted, anticipated future cash flows.
Details on impairment of goodwill are found under “intangible
assets” on page 86.

Property, plant and equipment

Property, plant and equipment are stated at acquisition cost, less
accumulated depreciation required for business purposes. The
capitalization is made based on components. Leased property,
plant and equipment are capitalized if qualified as finance lease.
Value-enhancing expenses are capitalized and depreciated over
their useful life. Repair, maintenance and replacement costs are
charged directly to the income statement. Depreciation under the
straight-line method is based on the anticipated useful life of the
asset, including its operational usefulness and age-related tech-
nical viability. Impairments are recorded when the book value no
longer appears recoverable. Property, plant and equipment are
grouped into cash-generating units for impairment testing pur-
poses.

Depreciation schedule

Buildings 25 years
Infrastructure 15 years
Plants and machinery 10 years
Furnishings 6 years
Vehicles 4 years
Laboratory equipment and tools 4 years
IT Hardware 4 years

Leasing

Fixed assets acquired under finance leasing contracts and there-
fore owned by the Group in respect to use and hazards, are clas-
sified under finance leasing. Such assets are posted at current
market value or the lower present value of future, irrevocable
lease payments as non-current assets and financial indebted-
ness. Assets classified as finance leasing are depreciated over
their estimated useful life or amortized over a shorter leasing
contract. Unrealized earnings from sale and leaseback trans-
actions that fall under the definition of finance leasing are shown
as a liability and realized over the term of the leasing contract.
Payments on operating leases are recorded as operating expense
and accordingly charged to the income statement.

Deferred taxes (Assets/Liabilities)

Deferred taxes are applied under the Comprehensive Liability
method. Deferred taxes on differences between Group and tax-
able balance sheet values are recorded as non-current liabilities
or, respectively, non-current assets. The actual or anticipated tax
rates are decisive. Changes in deferred taxes are reflected in the
tax expense. Accrued taxes including those that can be applied
to tax losses brought forward are recognized as assets if they are
likely to be realized. Deferred taxes are charged against all tax-
able temporary differences, insofar as the accounting regulations
do not provide for exceptions.

Intangible assets

In-house developed patents, trademarks and other rights are not
capitalized. Research and development is included in the income
statement, since it does not fulfil the criteria of capitalization.
Acquired intangible assets are as a rule capitalized and written
off using the straight-line method.

Regular write-offs of intangible assets are recorded under
“Amortizations” in the income statement.
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Principles of Consolidation and Valuation

Amortization schedule

Software 1-3 years
Patents 5 years
Customer relations 1-20 years

Goodwill arising from acquisitions, technology and customer re-
lations is capitalized and subject to an annual impairment test.
Impairments are recognized in the income statement. The origi-
nal value is not reinstated at a later date. Acquired trademarks
are amortized insofar as a useful life can be determined. Other-
wise trademarks are not amortized but undergo an annual im-
pairment test.

Assets held for sale

This item consists of long-term assets designated to be disposed
of through sale or other means. Long-term assets held for sale
are shown at book value or at market value less disposal costs if
lower. Book value is not derived from continued use, but rather
from a sales transaction with high probability. Assets held for sale
are shown on the balance sheet separately.

Liabilities

Current liabilities consist of liabilities with maturities of less than
twelve months and deferred income. Tax liabilities include taxes
due and accrued.

Non-current liabilities include loans and provisions with a term of
more than one year.

Provisions

Provisions required for liabilities from guarantees, warranties
and environmental risks as well as restructuring are stated as
liabilities.

Provisions are only recognised if Sika has a third-party liability
that is based on a past event and can be reliably assessed. Po-
tential losses due to future incidents are not reflected in the bal-
ance sheet.

- Employee benefit plans

The Group maintains benefit plans that differ in accordance with
local practices. Defined-contribution plans are recognized in the
income statement. Defined-benefit plans are administered either
through self-governed pension funds or recorded in the balance
sheet. The amount of the liabilities resulting from defined-benefit
is regularly determined by independent experts under application
of the projected unit credit method. Actuarial gains and losses are
recognised as income or expense when the net cumulative un-
recognised actuarial gains and losses for each individual plan at
the end of the previous reporting period exceeded 10% of the
higher of the defined benefit obligation and the fair value of plan
assets at that date.These gains or losses are recognized over the
expected average remaining working lives of the employees par-
ticipating in the plans. A net pension asset is recorded only to the
extent of possible future refunds from the plan or reduction in the
future contributions.

Capital stock
The capital stock is equal to the par value of all issued bearer and
registered shares.

Capital surplus
This entry consists of the value of paid-in capital in excess of par
value (less transaction costs).

Treasury shares

Treasury shares are valued at acquisition cost in the consolidated
balance sheet and as a negative entry in shareholders’ equity.
Differences between purchase price and sales proceeds of treas-
ury shares are shown as a change in retained earnings.

Currency translation differences

This entry consists of the differential amount of asset values,
liabilities, income and expenses of group companies not report-
ing in Swiss francs, translated into in Swiss francs for consolida-
tion purposes.

Fluctuations in value of financial instruments

Fluctuations in value of financial instruments are recorded in
shareholders’ equity and deleted from the accounts in the in-
come statement in case of a sustained depreciation or disposal.

Retained earnings

Retained earnings comprise accumulated retained earnings of the
group companies that are not distributed to shareholders as well
as profit/loss of treasury shares. Profit distribution is subject to
legal restrictions, which may have an impact depending on the
geographic allocation of group companies.

76



Income statement

77

Net sales

Proceeds from the sale of goods are only reported in the income
statement if risks and rewards of ownership have been substan-
tially transferred to the purchaser, the proceeds can be deter-
mined reliably and payment is assumed likely. Sales represent
the invoiced sales and service transactions with customers, at
sales prices less discounts granted.

Personnel expenses

Personnel expenses include all payments to employees. This item
also encompasses such costs as pension contributions, bonuses,
retirement packages, health insurance premiums as well as taxes
and levies directly associated with personnel compensation.

Research and development

Research and development expenses are recorded in the income
statement. Development expenses are not capitalized because
the conditions for capitalization have not been met.

Depreciation
Assets are depreciated using the straight-line method based on
the useful life of the asset and its recoverable value.

Interest expense/other financial expenses
All interest and other expenses paid for the procurement of loans
are charged to the income statement.

Interest income/other financial income
Interest income is recorded and timely apportioned using the
effective interest method. Dividend income is recorded at the
time at which the right of receipt occurs.

Taxes

The reported tax expense includes income taxes based on cur-
rent taxable income, and deferred taxes. Taxes on equity and
withholding taxes from the transfer of dividends and licenses are
included in “Other operating expenses”.
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Notes to the Consolidated Financial Statements

Prior year ()
Notes to the Consolidated Notes on accounting principles and general notes to the statements
Financial Statements are presented in the “Principles of Consolidation and Valuation” on
page 70 et seq.
Consolidated 1 Cash and cash equivalents As part of the Group cash management the Group’s cash and cash
balance sheet CHF 438.1 mn (CHF 427.7 mn) equivalents are pooled. The entry “Cash and cash equivalents” con-
tains payment instruments with a duration of less than three months,
with interests earned at current interest rates.
2 Securities This item contains marketable securities, including fixed deposits
CHF 5.4 mn (CHF 6.1 mn) with a term of 3 to 12 months which are available for sale.
®
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3 Accounts receivable
CHF 861.1 mn (CHF 789.9 mn)

The following table shows accounts receivable, the development of
the allowance for doubtful accounts as well as the portion of not
overdue and overdue receivables including their age distribution.
Accounts receivable are non-interest-bearing and are generally due

within 30-90 days.

Accounts receivable

in CHF mn 2006 2007
Receivables 838.1 9221
Allowance for doubtful accounts -48.2 -61.0
Net accounts receivable 789.9 861.1
Movements on the allowance for doubtful accounts

in CHF mn 2006 2007
January 1 47.3 48.2
Allowance for acquired/sold businesses —0.5 -0.2
Allowances charged and loss 35.3 45.9
Reversal or utilization of allowances -33.8 -33.1
Exchange differences -0.1 0.2
December 31 48.2 61.0
Age distribution of accounts receivable

in CHF mn 2006 2007
Net accounts receivable 789.9 861.1
of which

not overdue 606.3 663.1
past due < 31 days 118.7 135.4
past due 31-60 days 40.0 459
past due 61—180 days 334 36.1
past due > 181 days 39.7 41.6
allowance for doubtful accounts -48.2 -61.0

The allowance for doubtful accounts is the difference between the
nominal value of receivables and the actually realizable amount.
The building up and reversal of allowances for doubtful accounts are
recorded in other operating expenses. Amounts entered as allow-
ances are usually deleted when payment is no longer expected.
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Notes to the Consolidated Financial Statements

4 Inventories
CHF 499.7 mn (CHF 412.5 mn)

Inventory write-offs amount to CHF 12.8 mn (CHF 16.3 mn). Material
expenses have been adjusted for this amount.

in CHF mn 2006 2007
Raw materials and supplies 1129 145.5
Semi-finished goods 27.1 34.8
Finished goods 222.8 2747
Merchandise 49.7 44.7
Total 4125  499.7

5 Accrued income and other current assets
CHF 111.5 mn (CHF 105.6 mn)

This item includes accrued income, prepayments as well as deriva-
tives of CHF 8.4 mn (CHF 0.3 mn).

80



6 Property, plant and equipment
CHF 831.4 mn (CHF 764.3 mn)

in CHF mn Property Plant Equipment Total

As of January 1, 2006

Acquisition cost 106.0 553.1 1075.9 1735.0
Cumulative depreciation and impairment -3.5 —293.8 —689.6 -986.9
Net values as of January 1, 2006 102.5 259.3 386.3 748.1

1/1-12/31 2006
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As of January 1, 2006 102.5 259.3 386.3 748.1
Additions 4.5 141 111.2 129.8
Acquired on acquisition? 3.1 10.8 5.8 19.7
Exchange differences -1.1 -3.4 -5.0 -9.5
Disposals -1.3 -2.8 -4.3 -8.4
Disposal of subsidiary? -0.1 -0.9 —0.2 -1.2
Assets held for sale -0.9 -1.1 -1.9 -39
Reclassifications 1.1 3.6 -6.8 -2.1
Depreciation charge for the year 0.0 -24.8 -76.8 -101.6
Impairment 0.0 -1.0 -5.6 -6.6

As of December 31, 2006 107.8 253.8 402.7 764.3

As of January 1, 2007

Acquisition cost 111.0 559.8 1133.0 1803.8
Cumulative depreciation and impairment -3.2 -306.0 —-730.3 -1039.5
Net values as of January 1, 2007 107.8 253.8 402.7 764.3

1/1-12/31 2007

As of January 1, 2007 107.8 253.8 402.7 764.3
Additions 8.6 14.6 155.8 179.0
Acquired on acquisition3 0.0 0.0 0.3 0.3
Exchange differences 0.4 -0.9 -2.0 -25
Disposals -0.9 -2.5 -4.8 -8.2
Disposal of subsidiary# 0.0 -0.2 -1.0 -1.2
Reclassifications® 2.0 26.0 —28.2 -0.2
Depreciation charge for the year 0.0 -21.9 -79.3 -101.2
Impairment 0.0 —0.3 -1.7 -2.0
Reversal of impairment 2.6 0.5 0.0 3.1

As of December 31, 2007 120.5 269.1 441.8 831.4
Acquisition cost 121.3 581.9 1221.7 1924.9
Cumulative depreciation and impairment -0.8 -312.8 —779.9 -1093.5

Net values as of December 31, 2007 120.5 269.1 441.8 831.4

1 Sucoflex/Covercrete/Haberkorn/Protective Coatings/Proxan

2 Exclusion of Granol (consolidated at equity)

3 MRT Conctruction Products

4 Sarna Plastec AG and bituminous coatings

5 Plants and buildings under construction are reclassified after completion

Sika applied the cost model to all classes of property disclosed in  Note 27 describes impairments and reversal of impairments for
this table. the period under review.
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Notes to the Consolidated Financial Statements

Free cash flow and
operating free cash flow

in CHF mn 2006 2007
Cash flow from operating activities 316.4 362.7
Net investment in
Property, plant and equipment -115.7 -164.5
Intangible assets -10.2 -6.8
Acquisitions/ Disposals less cash
and cash equivalents -50.4 0.5
Acquisitions (-) / Disposals (+) of financial assets 5.8 -9.2
Free cash flow 145.9 182.7
Acquisitions/ Disposals less cash
and cash equivalents 50.4 -0.5
Acquisitions (+) / Disposals () of financial assets -5.8 9.2
Operating free cash flow 190.5 1914
Segment The Sika Group’s global operations are conducted by two distinct
Intosmation divisions (primary segmentation):

— Construction:  Buildings and infrastructure construction;
product applications directly on-site

— Industry: Vehicle, building component and equipment
production; product applications in industrial
manufacturing.

The Group does not operate in other areas. Transactions between the

two business segments Construction and Industry are insignificant.

The geographic distribution by continent (secondary segmentation)
parallels the internal management structure (regional manage-
ment). “Corporate” encompasses Sika AG, Sika Services AG, Sika
Technology AG and Sika Informationssysteme AG.
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Segment Information by Division

in CHF mn Construction Industry Corporate Total

2006 % 2007 % 2006 % 2007 % 2006 % 2007 % 2006 % 2007 %
Balance sheet
Current assets 1115 54.2 1268 56.4 330 57.7 402 59.7 297 68.4 246 629 1742 56.9 1916 57.9
Non-current assets 939 45.6 979 43.6 242 423 271 403 137 31.6 145 37.1| 1318 43.0 1395 42.1
Total assets? 2058 100 2247 100 572 100 673 100 434 100 391 100/ 3064 100 3311 100
Total liabilities 705 725 198 218 887 897 1790 1840
Capital expenditures 101 132 30 46 9 8 140 186
Income statement
Consolidated net sales 3042 100 3600 100 854 100 973 100 3896 100 4573 100
EBITDA 420 13.8 530 14.7 127 149 169 174  -32 -59 515 13.2 640 14.0
Depreciation/Amortization 95 3.1 90 25 23 2.7 28 2.9 15 10 133 34 128 2.8
Impairment 10 0.3 0 0.0 1 041 -1 -0.1 0 0 11 0.3 -1 -0.0
EBIT 316 10.4 440 12.2 103 12.1 143 147  -48 -70 371 95 513 11.2
Segment profit 247 841 341 95 81 95 120 123  -93 -115 235 6.0 346 7.6

12006, Construction Division: includes assets held for sale of CHF 4.0 mn
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Notes to the Consolidated Financial Statements

Segment Information by Region

in CHF mn Europe North
2006 % 2007

%

Europe South
2006 % 2007

%

North America
2006 % 2007

%

Latin America
2006 % 2007

%

Balance sheet

Current assets 494 453 551 51.3 421 728 508 64.5 159 385 168 406 109 67.3 129 68.6
Non-current assets 597 54.7 523 487 157 27.2 279 355 254 615 246 59.4 53 327 59 314
Total Assets 1091 100 1074 100 578 100 787 100 413 100 414 100 162 100 188 100
Total liabilities 349 337 237 277 115 119 52 66
Capital expenditures 39 78 17 27 36 28 9 12
Income statement
Consolidated net sales 1439 100 1713 100 947 100 1101 100 637 100 681 1000 302 100 377 100
Construction 1061 737 1269 741 818 86.4 951 86.4 439 68.9 485 712 254 84.1 320 849
Industry 378 26.3 444 259 129 136 150 136 198 31.1 196 28.8 48 159 57 15.1
EBITDA 210 146 278 162 148 15.6 189 17.2 76 119 90 13.2 41 136 56 14.9
Depreciation/amortization 49 34 50 29 21 22 21 1.9 30 47 26 338 6 20 6 16
Impairment 6 04 -1 -01 0 00 0 00 1 02 0 00 0 00 0 00
EBIT 155 10.8 229 134 127 134 168 15.2 45 7.1 64 94 35 116 50 133
Segment profit 125 8.7 182 10.6 92 97 132 12.0 40 6.3 53 7.8 29 96 39 103

1 India, Middle East, Africa (IMEA). Regional reporting for IMEA has been established on January 1, 2007.
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IMEA! Asia/Pacific Corporate Total
2006 % 2007 %| 2006 % 2007 %| 2006 % 2007 %| 2006 % 2007 %

70 70.7 99 69.7 192 67.8 215 683 297 684 246 629 1742 569 1916 57.9

29 293 43 303 91 322 100 31.7 137 31.6 145 37.1 1318 431 1395 421

99 100 142 100 283 100 315 100 434 100 391 100.00 3060 100 3311 100

)
2
=
]
=
S
=
©
S
)
s
(]
=
<
=
i
=
)
=
©
=]
°
7]
=
S
o
@
=
=
)
2
»
]
=
=)
—

29 40 121 104 887 897 1790 1840
7 12 23 21 9 8 140 186

164 100 223 100 407 100 478 100 3896 100 4573 100
137 835 186 834 333 81.8 389 814 3042 78.1 3600 78.7
27 165 37 166 74 182 89 186 854 219 973 213
23 140 29 130 49 120 57 119 -32 -59 515 132 640 14.0
2 12 2 09 10 25 13 27 15 10 133 34 128 28
1 06 -1 -04 3 07 1 02 0 0 1 03 -1 -00
20 122 29 130 36 88 43 90 -48 -70 371 95 513 112
17 104 24 108 25 61 31 65 -93 -115 235 60 346 7.6
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Notes to the Consolidated Financial Statements

Segment information

Net sales
in CHF mn 1/1-12/31/2006 1/1-12/31/2007 Change compared to prior year (+/- in %)
in Swiss in local Currency
Francs currencies? impact

By region
Europe North 1438.7 17133 19.1 14.5 4.6
Europe South 946.6 1101.0 16.3 11.5 4.8
North America 636.7 681.2 7.0 10.9 -39
Latin America 302.1 376.6 24.7 23.6 1.1
IMEA1 164.4 223.2 35.8 34.7 1.1
Asia/ Pacific 407.6 477.9 17.3 16.0 1.3
Consolidated net sales 3896.1 4573.2 17.4 14.9 2.5

By operating division

Construction 3041.5 3599.6 18.4 15.8 2.6
Industry 854.6 973.6 13.9 11.7 2.2
Consolidated net sales 3896.1 4573.2 17.4 14.9 2.5

1 India, Middle East, Africa (IMEA). Regional reporting for IMEA has been established on January 1, 2007.

2 including acquisitions/ divestments
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Operating profit before depreciation

(EBITDA)
i
in CHF mn 1/1-12/31/2006 1/1-12/31/2007 Change E
compared to 2
prior year Z’
(1~
(+/-) (+/-in %) 'S
©
£
By region =
E
Europe North 210 278 68 324 =
Europe South 148 189 4 27.7 2
North America 76 90 14 18.4 <
Latin America 41 56 15 36.6 ﬁ
IMEA! 23 29 6 26.1 E
Asia/Pacific 49 57 8 16.3 ]
EBITDA 547 699
By operating division
Construction 420 530 110 26.2
Industry 127 169 42 33.1
EBITDA 547 699
Share of central services -32 -59 =27 84.4
EBITDA of the Group 515 640 125 24.3
Operating profit (EBIT)
in CHF mn
By region
Europe North 155 229 74 47.7
Europe South 127 168 41 32.3
North America 45 64 19 42.2
Latin America 35 50 15 42.9
IMEA! 20 29 9 45.0
Asia/Pacific 36 43 7 19.4
EBIT 418 583
By operating division
Construction 316 440 124 39.2
Industry 103 143 40 38.8
EBIT 419 583
Share of central services —48 =70 -22 45.8
EBIT of the Group 371 513 142 38.2

1 India, Middle East, Africa (IMEA). Regional reporting for IMEA has been established on January 1, 2007.
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Notes to the Consolidated Financial Statements

Related parties

The Burkard-Schenker family is a major shareholder pursuant to
Article 663c of the Swiss Code of Obligations. According to informa-
tion supplied by the family, as of December 31, 2007 it holds 53.6%
of all voting shares, in part through Schenker-Winkler Holding AG,
Baar. In the year under review one notification was filed pursuant to
Article 20 of the Swiss Federal Act on Stock Exchanges and Securi-
ties Trading. Thereby Lone Pine Capital LLC, headquartered in
Greenwich, Connecticut, held 3.46% of all voting shares as of De-
cember 31, 2007. There are no cross-participations in which capital
or voting share participation on either side exceeds 3%.

Associated companies

In the year under review goods totalling CHF 15.2 mn (CHF 16.6 mn)
were sold by the Sika Group to Sika Gulf B.S.C. Goods totalling CHF
9.6 mn (consolidated in the previous year) were sold to Addiment
Italia S.r.l. In addition deliveries were made by the Sika Group to
other associated companies with a sum value of CHF 10.5 mn.

Employee benefit plans

In Switzerland employee benefit plans are handled through legally
independent foundations, to which a total of CHF 16.5 mn (CHF 16.5
mn) was paid in the year under review. As of the balance sheet date
no material receivables or payables were due from these founda-
tions.

Sika offices are located in a building leased from the pension fund
foundation. Rent for 2007 amounted to CHF 0.4 mn (CHF 0.4 mn).
No further major transactions were conducted with related parties.

Members of the Board of Directors

In the year under review CHF 4.0 mn (CHF 0.3 mn) was spent on
property, plant and equipment and CHF 0.3 mn (CHF 0.3 mn) on
services by companies of two directors. These transactions were
conducted at market conditions.

Remuneration of the Board of Directors
and Group Management

The Board of Directors and Group Management were remunerated
as follows in the business year:

in CHF mn 2006 2007
Current benefits? 10.1 1.8
Pension fund contribution 0.8 1.3
Total 10.9 13.1

1 20% or 40% has to be drawn in the form of shares. The allocation occurs at market values.
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Release of financial statements
for publication

The Board of Directors of Sika AG released the consolidated finan-
cial statements for publication on February 22, 2008.

Events after the balance sheet date

Between December 31, 2007 and the approval of the current con-
solidated financial statements the following event took place:

Sika acquired the business of the German Tricosal GmbH & Co. KG
in lllertissen, Germany. Included are also the production and distri-
bution activities of Tricosal BBZ AG in Hauptwil, Switzerland. Com-
pletion of the transaction is still dependent on approval of the rele-
vant anti-trust authorities and is expected for mid-2008. During the
previous year Tricosal generated annual sales of approximately EUR
22 mn.

Acquisition of business activities

Acquired net assets

Sika also acquired the business for polymer-based industrial floor-
ing from The Valspar Corporation in the USA. The transaction was
completed on January 9, 2008. Sales of the acquired activities
amounted to USD 17 mn annually as of the previous year. This busi-
ness will be consolidated for the first time in reporting year 2008.
Due to the short-term nature of the transaction before the publica-
tion of the Consolidated Financial Statements there are uncertain-
ties regarding the purchase price allocation which was made provi-
sionally.

in CHF mn Book Market value Market
value adjustments value
Accounts receivable and other receivables 3.2 0.0 3.2
Inventories 2.2 0.2 2.4
Intangible assets 0.0 5.5 5.3
Total assets 5.4 5.7 1.1
Total liabilities 0.0 0.0 0.0
Goodwill from acquisition 4.8
Total purchase price 15.9
Offset by
Cash 15.6
Directly attributable costs 0.3
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List of Group Companies

Country Company Capital %
stock in holding
thousands

Europe

Austria O Sika Osterreich GmbH, Bludenz-Bings EUR 2 500 100

Aserbaijan O Sika Limited Liability Comp., Baku CHF 250 100

Belgium < Sika SA, Brussels EUR 2 500 100

O Sika Automotive Belgium SA, Saintes EUR 1649 100
O Sika Viscocrete Belgium, Brussels EUR 7 000 100

Bulgaria <= Sika Bulgaria EOOD, Sofia BGL 340 100

Croatia <= Sika Croatia d.o.0., Zagreb HRK 4000 100

Czech Republic <= Sika CZ, s.r.0., Brno CZK 30 983 100

Denmark O Sika Danmark A/S, Fredensborg DKK 15 000 100

Finland O 0y Sika Finland Ab, Espoo EUR 850 100

France O Sika France SA, Paris EUR 14 794 100

Germany A Sika Holding GmbH, Stuttgart EUR 56 000 100

O Sika Deutschland GmbH, Stuttgart EUR 50 100
O Proxan Dichtstoffe GmbH, Greiz-Délau EUR 102 100
O Sika Korrosionsschutz GmbH, Stuttgart EUR 25 100
O Sika Automotive GmbH, Hamburg EUR 5300 100
O Sika-Trocal GmbH, Troisdorf EUR 3835 100
A Sarnafil Lager- und Dienstleistungs GmbH, Hiickelhoven EUR 1278 100
Great Britain O Sika Ltd., Welwyn Garden City GBP 10000 100
<= Sarnafil Ltd., Bowthrope GBP 200 100

Greece O Sika Hellas ABEE, Athens EUR 3000 100

Hungary <= Sika Hungéria Kft., Budapest HUF 483 000 100

Ireland <= Sika Ireland Ltd., Ballymun, Dublin EUR 635 100

Italy O Sika Italia S.p.A., Milan EUR 5000 100

O Sika Engineering Silicones S.r.l., Milan EUR 1600 100

[ Production, sales, construction contracting

O Production and sales

< Sales

A Real estate and service companies
1 Construction contracting
<> Associated companies (see page 84)

are recorded in the balance sheet using

the equity method
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Country Company Capital %

stock in holding
thousands %
)
S
=
Europe (continuation) %
Kazakhstan O Sika Kazakhstan LLP, Aimaty CHF 200 100 'S
Latvia <= Sika Latvija SIA, Riga LVL 42 100 E
Netherlands # Sika Nederland BV, Utrecht EUR 1589 100 3
O BV Descol Kunststof Chemie, Deventer EUR 1588 100 §
1 BV DIAC, Deventer EUR 681 100 S
Norway O Sika Norge A/S, Skytta NOK 22 000 100 §
Poland O Sika Poland Sp.z.0.0., Warsaw PLZ 12188 100 =
Portugal O Sika Portugal - Productos Construgéo e Indistria SA, Vila Nova de Gaia EUR 1500 100 :=:>
Romania == Sika Romania S.R.L., Brasov RON 1285 100 §
Russia <= 000 “Sika”, Moscow RUB 55 346 100 2
<= LLC Sarnafil, Moscow RUB 277 100
Serbia <= Sika d.0.0. Beograd, Zemun EUR 373 100
Slovakia <= Sika Slovensko spol. s.r.o., Bratislava SKK 34 058 100
Slovenia <= Sika Slovenija d.o.0., Trzin EUR 1029 100
Spain O Sika SA, Alcobendas EUR 19 867 100
Sweden O Sika Sverige AB, Jarfalla SEK 10 000 100
Switzerland O Sika Schweiz AG, Zurich CHF 52 000 100
1 1GS Consorzio, Zurich CHF 0 65
A Sika Services AG, Zurich CHF 300 100
A Sika Technology AG, Baar CHF 300 100
A Sika Informationssysteme AG, Widen CHF 400 100
I Sika Bau AG, Zurich CHF 5300 100
A Sarna Kunststoff Holding AG, Sarnen CHF 2 400 100
A Sarna Immobilien AG, Sarnen CHF 600 100
O Sika Sarnafil Manufacturing AG, Sarnen CHF 14 000 100
A Sika Supply Center AG, Sarnen CHF 1000 100
O Sucoflex AG, Pfaffikon CHF 1000 100
< Sika Sarnafil AG, Sarnen CHF 2750 100
Turkey O Sika Yapi Kimyasallari A.S., Istanbul TRY 6700 100
Ukraine <= LLC “Sika Ukraina”, Kiev UAH 2933 100
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List of Group Companies

Country Company Capital %
stock in holding
thousands

Africa, Near and Middle East

Algeria [ Sika Outre-Mer Sarl, Eucalyptus Alger EUR 38 100

Bahrain <O Sika Gulf B.S.C., Adliya BHD 1000 45

Egypt O Sika Egypt for Construction, Chemicals S.A.E., Cairo EGP 10 000 100

O Sika Manufacturing for Construction Products, S.A.E., Cairo EGP 2 000 100

Iran < Sika Parsian P.J.S. Co., Teheran IRR mn 3000 100

Lebanon O Sika Near East SAL, Sin El-Fil, Jisr EI-Bacha LBP 400 100

Mauritius O Sika Mauritius Ltd., Plaine Lauzun MUR 2 600 100

Morocco O Sika Maroc SA, Casablanca MAD 5000 100

South Africa O Sika South Africa (Pty) Ltd., Pinetown ZAR 25 000 100

Tunisia 1 Sika Tunisienne Sarl, Douar Hicher TND 150 86

North America

Canada O Sika Canada Inc., Pointe Claire, QC CAD 5600 100

USA O Sika Corporation, Lyndhurst, NJ USD 70 000 100

O Sika Sarnafil Inc., Canton, MA USD 109 100
<= Sarna Michigan Inc., Michigan USsD 25000 100

Latin America

Argentinia O Sika Argentina SAIC, Buenos Aires ARS 7 600 100

Bolivia <= Sika Bolivia SA, La Paz BOB 1800 100

Brazil O Sika SA, Séo Paulo BRL 10 000 100

Chile O Sika SA Chile, Santiago CLP mn 4430 100

Colombia O Sika Colombia SA, Bogota COP mn 14 500 100

Costa Rica <= Sika productos para la construccion SA, Heredia CRC 153 245 100

Dominican Republic <= Sika Dominicana SA, Santo Domingo D.N. DOP 12150 100

Ecuador O Sika Ecuatoriana SA, Guayaquil (18] 1382 100

Guatemala <= Sika Guatemala SA, Ciudad de Guatemala GTQ 2 440 100

Mexico O Sika Mexicana SA de CV, Querétaro MXN 40 000 100

Panama <= Sika Panama SA, Ciudad de Panama usb 200 100

Peru O Sika Perti SA, Lima PEN 3500 100

Uruguay O Sika Uruguay SA, Montevideo UYP 22 800 100

Venezuela O Sika Venezuela SA, Valencia VEB mn 3398 100

®
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Country Company Capital %

stock in holding

thousands %

[

S

S

Asia/Pacific 2

Australia O Sika Australia Pty. Ltd., Wetherill Park AUD 4 000 100 2

Cambodia <= Sika (Cambodia) Ltd., Phnom Penh KHR 20 000 100 E

China O Sika Guangzhou Ltd., Guangzhou CNY 80730 100 3

O Sika Ltd., Dalian CNY 45317 100 s

O Sika (China) Ltd., Suzhou Jiangsu uUsD 16 000 100 §

O Sarnafil Waterproofing Systems, (Shanghai) Ltd., Shanghai (18] 10 000 100 §

== Jinan Sika Engineering Co. Ltd., Jinan CHF 5380 100 =

Hong Kong O Sika Hongkong Ltd., Shatin N.T. HKD 30 000 100 E

India O Sika India Private Ltd., Calcutta INR 10 000 100 §

Indonesia O PT. Sika Indonesia, Bogor IDR mn 3282 100 2
Japan O Sika Ltd., Hiratsuka-Shi, Kangawa JPY 490 000 100
Korea O Sika Korea Ltd., Anyang-Si Kyunggi-Do KRW mn 5596 100
Malaysia O Sika Kimia Sdn. Bhd., Nilai MYR 5000 100
A Sika Harta Sdn. Bhd., Nilai MYR 10 000 100
New Zealand O Sika (NZ) Ltd., Auckland NZD 1100 100
Philippines O Sika Philippines Inc., Manila PHP 56 000 100
Singapore <= Sika (Singapore) Pte. Ltd., Singapore SGD 400 100
A Sika Asia Pacific Mgt. Pte. Ltd., Singapore SGD 100 100
Taiwan O Sika Taiwan Ltd., Taoyuan County TWD 40 000 100
Thailand O Sika (Thailand) Ltd., Cholburi THB 200 000 100
Vietnam O Sika Limited (Vietnam), Dong Nai Province VND mn 44190 100
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Report of the Group Auditors
to the General Meeting of Sika AG, Baar

As group auditors, we have audited the consolidated financial statements (balance sheet, income state-
ment, statement of shareholders' equity, cash flow statement and notes, pages 64 to 121) of Sika AG for
the year ended December 31, 2007.

These consolidated financial statements are the responsibility of the board of directors. Our responsibil-
ity is to express an opinion on these consolidated financial statements based on our audit. We confirm
that we meet the legal requirements concerning professional qualification and independence.

Our audit was conducted in accordance with Swiss Auditing Standards and the International Standards
on Auditing (ISA), which require that an audit be planned and performed to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement. We have
examined on a test basis evidence supporting the amounts and disclosures in the consolidated financial
statements. We have also assessed the accounting principles used, significant estimates made and the
overall consolidated financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the financial position,
the results of operations, the changes in equity and the cash flows in accordance with International Fi-

nancial Reporting Standards (IFRS) and comply with Swiss law.

We recommend that the consolidated financial statements submitted to you be approved.

Zug, February 22, 2008

Ernst & Young AG
Edgar Christen Bernadette Koch
Swiss Certified Accountant Swiss Certified Accountant

(Auditor in Charge)
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