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General Information

Listed Company
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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.

68



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-
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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.
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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).
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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 Sika AG Financial Statements

3 Accounts receivable
CHF 678.1 mn (CHF 574.5 mn)

Receivables consist mainly of CHF 640.7 mn (CHF 557.8 mn) in
loans to subsidiaries. These loans constitute part of the groupwide

cash management concept.

in CHF mn 2006 2007
Europe North 209.1 230.2
Europe South 1140 136.8
North America 120.8 129.1
Latin America 8.0 11.8
IMEA 23.5 29.9
Asia/ Pacific 63.3 93.4
Corporate 19.1 9.5
Total loans 557.8 640.7

Sika has additional receivables of CHF 26.9 mn (CHF 16.2 mn) due
from Sika subsidiaries on open accounts.
Receivables from third parties of CHF 10.5 mn (CHF 0.5 mn) include
CHF 1.7 mn (CHF 0.3 mn) in credits from the Swiss tax authorities

and CHF 8.8 mn due from the associated company Sika Gulf.

4 Treasury shares
CHF 66.1 mn (CHF 3.8 mn)

Treasury shares are appropriated for an expanded Group-wide stock
plan and used to invest liquidity.

in CHF mn Bearer shares Registered shares Total
nominal nominal
value CHF 9.00 value CHF 1.50
Units Units
as of December 31, 2005 1997 22 0.0 0.0 22
2006 Reductions -1003 -1.3 0.0 0.0 -1.3
Additions 1000 1.4 0.0 0.0 1.4
Valuation adjustment - 1.5 - 0.0 1.5
as of December 31, 2006 1994 3.8 0.0 0.0 3.8
2007 Reductions -482 -0.9 0.0 0.0 -0.9
Additions 32508 63.2 0.0 0.0 63.2
as of December 31, 2007 34020 66.1 0.0 0.0 66.1
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5 Furnishings
CHF 1.00 p.m., as in previous year

Acquired furnishings, as well as hardware and software, are
depreciated in the year of acquisition and included as memo items at
CHF 1.00. The fire insurance value amounts to CHF 0.6 mn
(CHF 0.6 mn).

6 Trademark licenses
CHF 0.8 mn (CHF 1.0 mn)

Capitalized trademark licenses are amortized over three years.

7 Investments
CHF 981.7 mn (CHF 963.9 mn)

In the year under review Sarna Plastec AG was sold for CHF 6.5 mn
(book value CHF 3.0 mn). One new company was established in
Europe with capital totalling CHF 11.5 mn. Capital increases of
CHF 9.7 mn were undertaken, while CHF —0.4 mn relates to other
changes.

Changes in investments 2006 2007
in CHF mn

Europe North 92.6 11.0
Europe South 37.0 0.0
North America 131.5 0.0
Latin America 0.0 -0.3
IMEA 0.2 0.0
Asia/ Pacific 17.8 71
Corporate -239.8 0.0
Total Net 39.3 17.8

8 Loans and other non-current assets
CHF 12.0 mn (CHF 12.7 mn)
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Long-term loans of CHF 3.6 mn consist of three shareholders’ loans
to Sika Argentina SAIC, Argentina, and Sika Venezuela SA, Venezue-
la, as well as to a third party company. Other non-current assets
contain capitalized bond issuance costs as well as premiums for
issued bonds.
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Notes to the Sika AG Financial Statements

Liabilities 9 Accounts payable

and CHF 43.2 mn (CHF 148.6 mn)
shareholders’

equity

The total includes CHF 38.1 mn (CHF 128.0 mn) in liabilities to Sika
subsidiaries, resulting from the worldwide cash management con-
cept. The remaining liabilities of CHF 5.1 mn consist of accounts
payable to third parties.

10 Deferred income
CHF 14.3 mn (CHF 14.7 mn)

Deferred income includes pro-rated interest of CHF 12.1 mn, as well
as other limited expenses of CHF 2.2 mn.

11 Bonds
CHF 775.0 mn (CHF 775.0 mn)

In 2006 three bonds were issued to finance the acquisition of Sarna
Polymer Holding Inc. as well as growth of the Group:

2.750% fixed-interest bond, 2006—26.10.2011 CHF 275.0 mn
2.375% fixed-interest bond, 2006—-15.2.2013 CHF 250.0 mn
2.875% fixed-interest bond, 2006—23.3.2016 CHF 250.0 mn

12 Provisions for risks related to investments
CHF 60.1 mn (CHF 45.1 mn)

Provisions for risks related to investments were left unchanged at
CHF 30.0 mn. They relate to the management, financial and political
risks of a globally-operating company.

Provisions to cover credit risks of Group loans were increased from
CHF 13.1 mn by CHF 15.0 mn to CHF 28.1 mn.

In 2006 provisions of CHF 2.0 mn were reserved for a newly-estab-
lished donation fund.
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13 Capital stock
CHF 22.9 mn (CHF 22.9 mn)

On December 31, 2007, the company had 53 (53) registered share-
holders. Information regarding major shareholders is to be found on
page 116.

At the May 27, 1998 Annual General Meeting, 260 000 bearer
shares, valued nominally at CHF 60, i. e. CHF 15.6 mn, were issued
as contingent capital stock. These shares are allocated for the exer-
cise of option or conversion rights. In 2004 178 new bearer shares
were created out of the contingent capital. The contingent capital
was adjusted according to the reduction in nominal value.

The capital stock consists of:

Bearer shares! Registered Total'
nominal value shares' nominal
CHF 9.00 value CHF 1.50

12/31/2006 (units) 2151199 2333874 4485073
Nominal value (CHF) 19360791 3500811 22861602
12/31/2007 (units) 2151199 2333874 4485073
Nominal value (CHF) 19360791 3500811 22861602

1 Includes non-voting and dividend recipient treasury stock

14 Reserves
CHF 235.0 mn (CHF 235.0 mn)
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Reserves remained unchanged at 1 027.9% of the capital stock.
In accordance with the Swiss Code of Obligations, reserves for treas-
ury shares are to be reported separately.

The company’s portfolio consists of the following:

Bearer shares
in CHF mn Units 2006 Units 2007
Sika AG? 1994 3.8 34020 66.1

Registered shares

in CHF mn Units 2006 Units 2007

Sika AG! 0 0.0 0 0.0

1 Has neither voting rights nor is recipient of dividends

in CHF mn 2006 2007
General statutory reserve 1134 1134
Reserve for treasury shares 2.5 65.1
Free reserve 1191 56.5
Total 235.0 235.0
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Notes to the Sika AG Financial Statements

15 Retained earnings
CHF 846.3 mn (CHF 590.7 mn)

The acquisition of the subsidiaries of Sarna Polymer Holding Inc. is
completed. Earnings reflect the regular business activities whereas
Sika Spain and Sika Technologie AG paid out dividends totalling CHF
144.2 mn. A dividend for the business year of CHF 79.2 mn was
distributed to shareholders in April 2007.

in CHF mn 2006 2007
Profit brought forward 5275 5115
Net profit for the year 63.2 334.8
Retained earnings 590.7 846.3

16 Shareholders' equity
CHF 1 104.2 (CHF 848.6 mn)

Shareholders’ equity of CHF 1 104.2 mn lies clearly above the level
of the prior year. The ratio of shareholders’ equity to balance sheet
total increased from 46.3% to 55.3%.

Contingent liabilities

Letters of guarantee and letters of comfort are issued to finance
business transactions. A subordination agreement of CHF 5.5 mn
was issued for Sarna Immobilien AG, Buochs, Switzerland. Sika AG
is part of the Sika Schweiz AG value-added tax group and is jointly
and severally liable to the tax authorities for the value-added tax
obligations of Sika Schweiz AG.

in CHF mn 2006 2007
Letters of guarantee
issued 61.0 182.1
used 29.5 115
Letters of comfort
issued 8.6 8.4
used 1.8 1.9
Credit lines to subsidiaries
issued 0.0 4.1
used 0.0 4.1

Income 17 Income from subsidiaries
S CHF 327.1 mn (CHF 416.3 mn)
®

Income from subsidiaries includes dividend distributions and liqui-
dation/sales revenue from subsidiaries. In the year under review
Sika Spain and Sika Technologie AG paid out dividends totalling
CHF 144.2 mn overall.
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18 Financial income
CHF 50.8 mn (CHF 33.6 mn)

Financial income includes dividend income and gains from foreign
exchange transactions. The increase is primarily due to increased
loans to subsidiaries and higher interest rates.

Currency gains must be evaluated relative to foreign exchange
losses (see Note 21).

Financial income consists of:

in CHF mn 2006 2007

Interest income from

subsidiaries 28.0 39.8
banks 0.8 4.1
Income from securities 0.1 0.1
Gains from securities and foreign exchange 2.6 5.6
Valuation adjustments to securities 2.1 1.2
Total 33.6 50.8

19 Trademark licenses

CHF 36.8 mn (CHF 27.9 mn)

Income from trademark licenses has increased in 2007 as a result of
growing license fees due to the favourable business development.

20 Administrative expenses

CHF 14.8 mn (CHF 14.9 mn)

Administrative expenses include expenses for the holding and allo-
cated Group management costs.

21
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Financial Expenses
CHF 38.7 mn (CHF 25.1 mn)

Financial expenses include the cost of interest on loans and similar
expenses as well as foreign currency losses from foreign exchange
transactions. Losses from foreign exchange transactions arise from
hedging transactions to secure loans granted to local companies
and must be evaluated relative to the currency gains resulting from
foreign exchange trading (see Note 18). The net difference also in-
cludes interest differences on foreign currencies.

Financial expenses consist of:

in CHF mn 2006 2007
Loan and bank interest 16.0 222
Interest charged to local companies 4.8 3.1
Coupon redemption expenses 0.1 0.2
Bank fees 0.1 0.2
Fees for syndicated credit line 1.4 0.3
Foreign exchange losses from foreign currencies,

securities, hedges 2.7 12.7
Total 25.1 38.7
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Notes to the Sika AG Financial Statements

22 Taxes Tax expense consists of regular provisions for the year under review

CHF 4.6 mn (CHF —0.6 mn) as well as a provision for current tax expenses for the business year
2007.

23 Depreciation/ The acquisition of the subsidiaries of Sarna Polymer Holding Inc. is
Change in provisions completed. Provisions for group loans were increased by CHF 15
CHF 16.1 mn (CHF 373.2 mn) mn. Trademark licenses were regulary depreciated.

in CHF mn 2006 2007
Provisions for Group loans 0.0 15.0
Depreciation/provisions of investments 3135 0.0
Depreciation of investments in associates 0.0 0.3
Trademark licenses 59.7 0.8
Total 373.2 16.1
24 Other expenses This item consists of:
CHF 5.8 mn (CHF 3.8 mn) — Non-recoverable withholding taxes: CHF 5.4 mn

— Expenses for trademark licenses: CHF 0.6 mn
— Other (release of provisions): CHF 0.2 mn
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Remuneration of the Board of Directors For the business year 2007 the Board of Directors is entitled to the
following remuneration:

Walter Thomas W. Urs F Urs B. Toni
Griiebler Bechtler2 Burkard®  Rinderknecht* Rusch
Chairman  Vice Chairman

in 1 000 CHF
Cash
Fix fees 157.1 136.7 113.9 100.0 114.0
Fix salary 370.6
Bonus! 426.3
Other expenses 45.3 18.0 12.0 10.0 14.5
Association fees 5.8
Benefit obligations
Management insurance 11.7
Benefit plan 3.1
Total 1014.1 154.7 131.7 110.0 128.5
Daniel J. Fritz Ulrich W. Christoph Total
Sauter Studer Suter Tobler
in 1 000 CHF
Cash
Fix fees 113.8 75.0 1141 110.6 1035.2
Fix salary 370.6
Bonus! 426.3
Other expenses 12.0 5.0 12.0 12.0 140.8
Association fees 5.8
Benefit obligations
Management insurance 11.7
Benefit plan 3.1
Total 125.8 80.0 126.1 122.6 1993.5

120% or 40% has to be drawn in the form of shares. The allocation occurs at market values.

2 In the reporting year 2007 CHF0.345 mn was paid for services to a company associated with T. Bechtler.

3 In the reporting year 2007 CHF 4.001 mn was paid for property, plant and equipment to a company
owned by U. Burkard.

4 Remuneration of U. Rinderknecht is paid to UBS AG.

No member of the Board of Directors was granted a loan during the
business year. No loans were outstanding at the end of the year
under review.
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Notes to the Sika AG Financial Statements

Remuneration of Group Management

For the business year 2007 the Group Management is entitled to the
following remuneration:

Ernst Total
Bértschi
CEO
in 1 000 CHF
Cash
Fix salary 741.7 5104.2
Bonus! 815.4 4014.3
Other expenses 47.5 429.9
Payments in kind 0 319.5
Benefit obligations
Management insurance 158.8 953.2
Benefit plan 7.5 292.4
Total 1770.9 11113.5

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

No member of the Group Management was granted a loan during
the business year. No loans were outstanding at the end of the year
under review.

Payments to former executives and directors

In the year under review compensation in the amount of TCHF 504.9
was paid to two former members of the board. This included TCHF
321.1 fix salary, bonuses in the amount of TCHF 164.3, expenses of
TCHF 13.2 and pension fund contributions of TCHF 6.3.

All bonuses shown are accrued and pertain to entitiements acquired
in 2007 that will be paid out in 2008. The entitlements are subject
to the Nomination and Compensation Committee, which will decide
upon them following approval of the Consolidated Financial State-
ments.
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Participations in Sika AG
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Members of the Board of Directors and Group Management hold the
following participations in Sika AG:

Number of shares  Number of warrants
(potential voting

rights)
Board of Directors
Walter Griiebler, Chairman 1774 0
Thomas W. Bechtler, Vice chairman 221 0
Urs F. Burkard! 196 175
Urs B. Rinderknecht 1000 240
Toni Rusch 243 0
Daniel J. Sauter 1487 0
Fritz Studer 20 0
Ulrich W. Suter 0 0
Christoph Tobler 350 0
Group Management
Ernst Bartschi, CEO 1027 0
Silvio Ponti, deputy CEO 195 0
Alexander Bleibler 376 0
Bruno Fritsche 0 0
Christoph Ganz 40 0
Jan Jenisch 275 0
Peter Krebser 67 0
Urs Méder 93 0
Ernesto Schiimperli 50 0
Paul Schuler 100 0
Ronald Trachsel 0 0
José Luis Vazquez 344 0
Markus Zenhdusern2 114 0
Total 7972 415

11 Urs. F. Burkard also has an interest in the Schenker Winkler Holding, which holds 2 405 784 Sika AG
shares.
2 Markus Zenhdusern was CFO of the group until December 31, 2007.
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The Board of Directors proposes to the General Meeting
the following appropriation of retained earnings

in CHF mn 2006 2007
Composition of retained earnings
Net profit for the year 63.2 334.8
Profit brought forward 527.5 511.5
Retained earnings 590.7 846.3
Allocation to general statutory reserve ! 0.0 0.0
Allocation to free reserve 0.0 0.0
Dividend payment
Dividend payment 79.2 114.3
Balance to be carried forward 511.5 732.0
Total 590.7 846.3

1 As the general statutory reserve currently exceeds 20% of capital stock, this allocation was waived.
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On approval of this proposal, the following payment will be made

in CHF 2006 2007
Bearer share! nominal value CHF 9.00
Gross dividend 31.2 45.0
35% withholding tax on gross dividend -10.9 -15.8
Net dividend 20.3 29.2
Registered share’ nominal value CHF 1.50
Gross dividend 5.2 75
35% withholding tax on gross dividend -1.8 -2.6
Net dividend 34 49

1 Registered and bearer shares held by Sika AG are non-voting shares and do not qualify for a dividend.

Payment is tentatively scheduled for Tuesday, April 15, 2008, upon presentation of coupon Nr. 16 for
bearer shares. Registered shareholders will receive payment at the address provided to the company
for purposes of dividend distribution.

The General Meeting of Sika AG will be held on Tuesday, April 8, 2008, 3 p.m. in the Lorzensaal in Cham,
Switzerland.

Baar, February 22, 2008
For the Board of Directors

The Chairman:
Dr. Walter Griiebler
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Report of the Statutory Auditors
to the General Meeting of Sika AG, Baar

As statutory auditors, we have audited the accounting records and the financial statements (balance
sheet, income statement and notes, pages 138 to 152) of Sika AG for the year ended December 31,
2007.

These financial statements are the responsibility of the board of directors. Our responsibility is to ex-
press an opinion on these 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, which require that an audit be
planned and performed to obtain reasonable assurance about whether the financial statements are free
from material misstatement. We have examined on a test basis evidence supporting the amounts and
disclosures in the financial statements. We have also assessed the accounting principles used, signifi-
cant estimates made and the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the accounting records and the financial statements and the proposed appropriation of
available earnings comply with Swiss law and the company’s articles of incorporation.

We recommend that the 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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