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(4) Acquisitions
In 2007, we acquired the outstanding shares of five unre-
lated companies and the net assets of two other unrelated
businesses. The results of these acquired businesses
have been included in our Consolidated Statements of In-
come since the respective acquisition dates. Acquisitions
in 2007 were as follows:

Case4:07-cv-01658-PJH Document487-44
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Acquired Businesses Sector Agquired business | Acquisition date
Piiot Software ing.. Mounitain View, CA (LISA) Privately held provider of stralegy management software 100% of shares Q2/14/2007
Wicam Commurvcation Ltd, Espoo (Finland) Privately held provider of allIP contact cenler and

enterprise conumunications software 100% of shares 05/07/2007
MaXware AS, Lysaker (Niorway) Prvately neld provider of identity management software 100% of shares 05/21/2007
QutlookSoft Corp.. Stamford, CT (LiSA) Privately held provider of integrated planning. budgeting,

forecasting and consolidation software 100% of shares 8/1/2007
YASU Technologies Private Ltd | India Privately held leader in business rules management systems Asset purchase 10/18/2007
Arabran Company for Systers, Applications and Products Privately held exclusive resefier of SAP software in the
in Data Processing Lid.. Jeddah, Kingdom of Saudi Acabia | Arab region Asset purchase 10/31/2007
Silk Europe N V., Belgiumn Privately held reseller of OutlookSoft software in Belgun:

and Netherands 100% of shares 11/28/2007

These transactions were immaterial individually to SAP.
The acquired businesses developed and/or sold software
in specific areas with strategic interest to us. The aggre-
gate purchase price of these acquisitions was paid in cash
and amounted to €671 mitlion net of cash received. it was
allocated as follows: €172 million as identifiable intangible
assets with estimated useful lives ranging from one to 12
years, €1 million as in-process research and development
which was expensed at the respective acquisition date

since the respective acquired technologies had no alterna- ing.
tive future use, and €18 million net assets acquired, The

remaining €480 million was allocated as goodwill. of which
€205 million is expected to be fully deductible for tax pur-
poses over an amortization period of up to 15 years.

With the purchase of the software license and support
business of our exclusive partner SAP Arabia we also
reacquired some contracts and rights, including our trade-
mark and the existing exclusive distribution arrangement.
The amount allocated to the reacquired software distribu-
tion right was €37 million {which is included in the above
amount of acquired intangibles). The settlement of preex-
isting rights and contracts resulted in a settlement loss of
€3 million and was recognized in Cost of sales and market-

in 2007. we acquired the remaining outstanding shares of
our subsidiary SAP Systems Integration AG ("SAP SI"}.
We accounted for the acquisition of SAP Sl shares using

the purchase method. The aggregate purchase price for
the SAP Sl shares acquired in 2007 was €48 million.
which was paid in cash. The purchase price was based on
SAP's cash offer of €38.83 per share which was made
under the German Stock Corporation Act, section 327z,
paragraph 1, "squeeze-cut”. That provision entitied us, as
the holder of at least 95% of the outstanding shares, to

SAP Annual Report 2007 - Financial Information 143




acquire for cash all remaining shares owned by the non-
controlling shareholders. We allocated €9 million to minori-
ty interest, €2 million to identifiable intangible assets and
€37 million of the aggregate purchase price to gocdwill in
the Consulting segment. The recorded goodwill is not tax
deductible.

Additionally. in 2007 we paid achieved milestones and
earn-out considerations relating to prior years acquisitions
and escrow returns with a net amount of €1 million result-
ing in a total net cash outflow of €672 million in 2007.

None of the purchase agreements provides for any contin-

gent consideration to the former shareholders. We are still
in the process of evaluating the assumed pre-acquisition

contingencies particularly related to tax and customer con-

fracts.

In connection with the 2007 transactions discussed above,

we assigned the following amounts to identifiable intangi-
ble assets:

Estimated useful lives

€ millions years

Customer contracls 51 410 12
intellectual property 82 Sto 10
Distribution nght 37 [
Tradenaine 4 fto2
In-process research and development 1 Expensed at the

The goodwill recognized in 2007 was assigned to our
Product, Consulting. and Training segments in the
amounts of €430 million, €76 million, and €14 million,
respectively.
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acquisition date

In October 2007 we announced our intention to acquire
Business Objects S.A. (Nasdaq: BOBJ; Euronext Paris
ISIN code: FRO004026250 - BOB) by way of a tender
offer for the outstanding shares of Business Objects S.A..
This acquisition closed in the first quarter of 2008 and
represents a material business combination. Business
Obijects S.A. is a provider of business intelligence solu-
tions. Through a combination of technology. consulting.
education services, and its partner network, Business
Objects S.A. provides information and business decision
making resources to small and large companies. Business
Objects S.A. has dual headquarters in San Jose, Califor-
nia and Paris, France and its stock was traded on both the
Nasdaq and Euronext Paris stock exchanges. The trans-
action took the form of a tender offer under French and
United States law for all Business Objects S.A. common
stock, all American depositary shares representing
Business Objects S.A. common stock, and alt convertible
bonds and warrants issued by Business ObjectsS.A..
Under the terms and conditions of the tender offer agree-
ment, we made a cash offer of €42.00 per common stock
and the U.S. dollar equivalent of €42.00 per American
depositary share determined using the euro to U.S. dollar
exchange rate on settlement of the tender offers and of
€50.65 per convertible bond, and a range of €12.01 to
€24.,96 per warrant, depending on the warrant grant date.
After reaching the initial minimum tender condition of more
than 50% as at January 21, 2008 the tender offer period
was reopened under the same conditions untit January 29
resulting in an ownership level of more than 95%. This
allowed SAP to commence an immediate " squeeze-out”
acquisition of the shares of the remaining shareholders.
Taking into account estimated transaction costs we esti-
mate the cost for acquiring Business Objects S.A. to
slightly exceed €4.8 billion. The costs include the nominal
value of the outstanding bond of approx. €0.5 billion which
SAP acquired as part of the transactions. As a result the
purchase price for equity related securities amounts to
approximately €4.3 billion,



Based on preliminary valuations we expect to acquire as-
sets of approximately €1.9 hillion to €2.0 billion including
identifiable intangible assets of approximately €0.9 billion
and cash of around €0.8 billion. The assumed liabilities are
expected to amount to €1.2 billion to €1.3 billion including
the face value of the acquired convertible bond. We ex-
pect that goodwill resulting from this planned acquisition
will be approximately €3.5 billion, which will not be tax
deductible. Due to the fact that valuations of assets, liabil-
ities and contingencies are ongoing the presented figures
can still change significantly. The allocation of goodwill to
our reportable segments will depend on our final manage-
ment structure which has not yet been determined. The
goedwill results from expected synergies and acquired
workforce which are not identifiable intangible assets
under SFAS 142, Goodwill and Other Intangible Assets
("SFAS 142"), and can therefore not be capitalized
separately but are included in goodwill.

In 20086, we acquired the outstanding shares of three unre-
lated companies and the net assets of two other unrelated
companies. The income of these acquired businesses has
been included in our results since the respective acquisi-
tion dates. These transactions were immaterial individually
to SAP. The acquired businesses developed and sold soft-
ware that was deemed to be complementary to our busi-
ness. The aggregate purchase price of these acquisitions
was paid in cash and amounted to €491 million net of cash
received and was allocated as follows: €133 million as
identifiable intangible assets with estimated useful lives
ranging from two to 11 years, €2 million as in-process
research and development which was expensed at the re-
spective acquisition dates since the respective acquired
technologies had no alternative future use and €36 million
as liabilities net of tangible assets acquired. The remaining
€392 million was allocated to goodwill, of which €1 millien
is fully deductible for tax purposes over an amortization
period of up to 15 years. The goodwill recognized in 2008
was assigned to our Praduct, Consulting. and Training
segments in the amounts of €336 million, €39 million. and
€17 million, respectively after minor adjustments related
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to the final allocation of purchase prices for prior year ac-
quisitions that had not been finalized as of the previous
year-end,

In connection with the 2006 transactions discussed above,
we assigned the following amounts to identifiable intangi-
ble assets:

Estimated useful lives

€ inillions years

Customer contracts 17 2t 11
Intellectual property 118 5t0 10
In-process research and development 2 Expensed at the
acquisition dale

T
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B. Notes to the Consolidated Statements of Income

(5) Revenue

Software revenue represents fees earned from the sale or
license of software to customers. Support revenue repre-
sents fees earned from providing customers with technical
support services and unspecified software upgrades.
updates, and enhancements. SAP does not separately sell
technical support services or unspecified software up-
grades, updates, and enhancements. Accordingly, SAP
does not distinguish within Software and software-related
service revenue or within Cost of software and software-
related services the amounts attributable to technical
support services and unspecified software upgrades, up-
dates, and enhancements.

Subscriptions and other software-related service revenue
includes revenue from subscriptions, software rentals,
on-demand solutions, and other software-related services.
Subscription revenues flow from contracts that have both
a software element and a support services etement. Such
a contract typically gives our customer the use of current
software and unspecified future products. We take a fixed
monthly fee for a definite term - generally, five years. Soft-
ware rental revenue flows from software rental contracts,
also with software and support services elements - but
here the customer receives the use of current products
only. Our revenue from our on-demand offerings includes,
for example, the SAP CRM on-demand solution, any future
on-demand revenue from our new midmarket product
Business ByDesign and revenue from hosting contracts
that do not entitle the customer to exit the arrangement at
any time without significant penalty. Qur revenue from
other software-related service includes revenue from soft-
ware-related revenue-sharing arrangements, for example
our share of revenue from collaboratively developed
products. Thus Software and software-related service
revenue is the sum of our software revenue, our support
revenue, and our revenue from subscriptions and other
software-related services.
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Service revenue consists of consulting and training. Con-
sulting revenue primarily comprises revenue from imple-
mentation support for customers related to the installation
and configuration of our software products. Training rev-
enue comprises educational services on the use of our
software products and related topics for customers and
partners.

Other service revenue includes revenue streams from
non-mandatory hosting revenue, application management
services (AMS) and referral fees. Non-mandatory hosting
revenue is based on hosting contracts that entitle the
customers to exit the hosting arrangement at any time and
to transfer the software to its own premises without signif-
icant penalty. Qur application management services deliv-
er post implementation application support, optimization,
and improvement for a customer’s SAP centric IT solution
to ensure availability and performance of the customer's
business processes. Referral fees are based on commis-
sions from partners to which we referred customers. Thus
Professional services and other service revenue is the
sum of our consulting revenue, our training revenue, and
our Other service revenue.

Other revenue primarily relates to income derived from
marketing events.

Revenue information by segment and geographic region is
disclosed in Note 28.

Deferred income consists mainly of prepayments for sup-
port services and deferred software license revenues.
Deferred software license revenue will be recognized as
software revenue, support revenue, or service revenue,
depending on the reasons for the deferral. The current
portion of deferred income is expected to be recognized
within the next 12 months. Recognition of deferred income
is possible when the basic applicabie revenue recognition
criteria have been met {see Note 3).



{8) Functional Costs and Other Expenses

The information provided below is classified by the type of
expense. The Consolidated Statements of Income include
these amounts in various categories based on the applica-
ble line of business.

oervices and Matenials

S d Material

Cost of purchased development and consulting services
and materials was as follows:

€ millions <2007 2008 2005
Purchased services e g62 879 828
Raw materials and supplies. TSRS

purchased goods 32 36

Sales and Marketing

Sales and marketing expense includes advertising costs,
which amounted to €165 million, €172 million, and €185
mitlion in 2007, 2006, and 2005 respectively.

Personnel Expenses/Number of Employees
Personne! expenses were as follows:

€ millions 2007 2006 2005
Salaries 3.603 3277 2.877
Sociat security costs 449 416 379
Pension expense 122 125 109

Included in personnel expenses for the years ending
December 31, 2007, 2006, and 2005, are expenses asso-
ciated with the share-based compensation plans as
described in Note 27.

The average number of employees, measured in fuil-time
equivalents, was as follows:

Full-time equivalents 2007 2006 2005
Employees

- from continuing operations 42,129 37.919 34,483
- from discontinued operations 173 134 67

Employees who are not currently operational, who work
on a part-time basis while finishing a university degree, or
who are temporary are excluded from the calculation of
full-time equivalents. The number of such exciuded em-
ployees is not material.

Government Grants

During the fiscal year 2007 we received €16 million {2006:
€11 million, 2005: €6 million) of government grants and
similar assistance which we have offset against our related
expenses. All conditions required to obtain these grants
have either been met or are reasonably assured of being
met.

In addition we have received conditional promises of a
further €45 million, which relate to research- and develop-
ment-related expenses (€35 million), recruitment and
training of personnel related expenses (€1 million), and tax
(€9 million), which have not been recorded as at Decem-
ber 31, 2007 because the conditions required to obtain
them are not yet reasonably assured of being achieved.
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(7) Other Operating income, Net
Charges to bad debt expense are based on a regular

Other operating income/expense for the years ending systematic review and evaluation of outstanding receiv-

December 31 was as follows: ables that is performed every menth. Specific customer
credit loss risks are also included in the allowance for

€ wiliions 2006 2005| doubtful accounts, but are charged to the respective cost

Bad debl expense 0 -3| of software and software-related services or cost of

Restrutturing costs - service sold. The amount of these provisions for specific

severance obligations 2! -'|  customer risks charged to the respective functional cost

Restructuring costs - category of software and software-related services or

unused lease space 0 -1 . A O (i

Miscelmeous ofher Soerating cos't of service was €9 million, €3 mslhgn. and €8 million

expenses 0 .3} during 2007, 2006, and 20085, respectively.

Other operating expense -1 -8

Bod debl mcome pr o1 For more information about restructuring costs incurred in

Rental income 5 71  connection with exit activities, see Note 19b.

Receipt of insurance proceeds 2 !

Miscellaneous other operating income 7 68

Other operating income 57 14

{8) Other Non-Operating Income/Expense. Net

Other non-operating income/expense. net for the years
ending December 31 was as follows:

€ milions 2007 2006 2005
Foreign currency losses - 379 - 255 - 117
Other non-operating expenses - 16 -20 - 19
Total other non-operating expenses - 395 -275 - 136
Foreign currency gains © 388 251 78
Other non-cperating income R B 12 33

Totat other non-operating income 395 263 1t

148 SAP Annuai Report 2007 - Financial Information




Case4:07-cv-01658-PIJH Document487-44 Filed09/23/09 Page9 of 15

(9) Financial Income, Net
Financial income, net for the years ending December 31
was as follows:

€ mitlions 2006 2005
Interest and similar income 124 94
Interest and similar expenses -4 -4
Income from securities, net 154 63
Expenses from other financial assets

and loans - 157 - 74
Gains/losses on STAR hedge 7 - 66
Loss from other investments B -1 -3
Other financial income/expense, net 3 ~ 80
Share of loss/gain of associates

accounted for using the equity method

We derive interest income primarily from Cash and cash
equivalents, Short-term and Long-term investments, and
Other financial assets.

{10) Income Taxes
Income tax expense for the years ending December 31
comprised the following components:

In the table above, income from securities and expense
from other financial assets and loans both include €241
million in 2007 {€156 miltion in 2006; €63 million in 2005)
resulting from collateral held to secure capital investments
made. While holding the collateral, we directly transfer to
the debtor any income received on the collateral. Interest
income received on the capital investment is included in
interest income. We decide on a case by case basis
whether to require collaterat for our financial investments.
We did not obtain assets by taking possession of coilater-
al held for security purposes in 2007, 2006 or 2005.

For information about gains and losses recognized directly
in equity or in profit and loss for our financial assets and
impairments, see Note 13. For information about our finan-
cial liabilities, see Note 18. For information about unreal-
ized gains/losses on STAR hedges, see Note 25.

law changes enacted in 2007, and the new tax laws enact-
ed in 2006 and 2005, was not material to the Consolidated
Financial Statements for the years ending December 31,

€ millions 2007 2006 2005| 2007, 2006, and 2005.
Current taxes - Germany | 498 426 515
Current taxes - Foreign 1416 381 31a]  Income from continuing operations before income tax and
914 807 834|  minority interests consisted of the following:
Deterred taxes - Germany 33 0 15
Deferred taxes - Foreign "-26 -2 -31 € millions - 2007 2006 2005
7 -2 - 16 Germany 1,639 1.519 1,455
Fereign IREAL 1.169 868

In 2007, 2006, and 2005, the German government enact-
ed several new tax laws. In 2007 these new tax laws in-
cluded among others the 2008 Tax Act which has major
effects on corporations. For us the most significant effect
results from the reduction of the German corporate
income tax rate from 25% to 15%. effective January 1,
2008. in 2007 this reduction in the German corporate
income tax rate affected the calculation of deferred taxes,
which are required to be calculated using the enacted tax
rate applicable to the year in which the deferred tax item
is expected to be realized or settied. The impact of all tax

The effective income tax rate for the years ending Decem-
ber 31, 2007, 2006, and 2005, was 32.2%, 29.9%, and
35.2%, respectively. The following table reconciles the
expected income tax expense computed by applying our
combined German corporate tax rate of 35.49% (2006:
35.66%; 2005: 36.32%) to the actual income tax expense.
Our 2007 combined German corporate tax rate includes

a corporate income tax rate, after the benefit of deductible
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trade tax, of 21.91%, (2006: 21.85%: 2005: 21.62%), plus
a solidarity surcharge of 5.5% thereon, and trade taxes
of 12.38% (2006: 12.61%; 2005: 13.51%).

€ millions 2007 2006 2005
income from coantinuing operations S

before income taxes 2,688 2,323
Expected incomte taxes 35.49%

in 2007 {35.66% in 2008,

36.32% in 2005} 358 844
Foreign tax rate differential - 26 -6
Tax effect on noo-deductinle expenses 23 19
Prior year taxes - 80 -6
Tax effect on tax exerapt income -72 - 40
Other

Deferred income tax assets and liabilities as at December
31, 2007 and 2006 relate to the underlying items as
follows:

€ millions 2007 2006
Deferred tax assets S
Intangible assets. net - 58 15
Property. plant. and equipment, net 7 8
Financial assets 39 24
Receivables 15 12
Net operating loss carryforwards ‘18 9
Pension provisions 39 45
Share-based compensation ] 34
Other provisions 108 122
Deferred income 3N 33
Other 28 4
368 306
Less: Valuation allowance .8 - 10
Deferred tax assets 360 296
Deferred tax liabilities
Intangible assets, net 55 37
Property, plant. and equipment, net 31 24
Financial assets 54 23
Receivables 14 34
Pension provisions 27 17
Share-based compensation 2 7
COther provisions ] S
Deferred incoine 3 s
Otiver 17 19
Defarred tax liabilities 209 171
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In assessing the realizability of deferred tax assets, we
consider whether it is more likely than not that some por-
tion or all of the deferred tax assets will not be realized.
The ultimate reatization of deferred tax assets depends on
the generation of future taxable income during the periods
in which those temporary differences become deductible.
Based on the level of historical taxable income and pro-
jections for future taxable income over the periods in
which the deferred tax assets are recoverable, we believe
it is more likely than not that the Company will realize the
benefits of these deductible differences, net of the exist-
ing valuation allowances as at December 31, 2007. The
amount of the deferred tax asset considered realizable.
however, could be reduced in the near term if our esti-
mates of future taxable income during the carryforward
period were reduced.

At December 31, 2007, certain of our foreign subsidiaries
had net operating loss carryforwards amounting to €114
miflion {2006: €48 million), which may be used to offset
future taxable income. Of this amount €73 million predomi-
nantly relates to state net operating loss carryforwards in
the United States, of which €43 million expire during the
years 2023 through 2027 if not used earlier. The remaining
amount is available to be used to offset state texable
income, if any, over the next 15 years. Further €8 million
relates to other net operating loss carryforwards that will
expire if not used within one to seven years. Thereof €1
million will expire within one to two years and €8 million will
expire within three to seven years. The remaining €32 mil-
lion relates to other net operating loss carryforwards that
do not expire and therefore can be utilized indefinitely.

Deferred tax assets as at December 31, 2007, and 2006
have been reduced by a valuation allowance of €8 miflion
and €10 million respectively to a net amount that we be-
lieve is more likely than not to be realized.

We recognized deferred income tax liabilities of €17 million
(20086: €9 million) for income taxes on future dividend
distributions from foreign subsidiaries, which is based on
€1.335 million {2006: €297 miltion) cumulative undistrib-
uted earnings of those foreign subsidiaries because such
earnings are intended to be repatriated. We have not
recognized a deferred income tax liability on approximately
£2,249 million (2006: €2,938 million) for undistributed
earnings of our foreign subsidiaries that arose in 2007 and
prior years because we plan to permanently reinvest those
undistributed earnings. It is not practicable to estimate

the amount of unrecognized tax liabilities for these undis-
tributed foreign earnings.
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Total income taxes including the items charged or credited
directly to related components of shareholder's equity for
the years ending December 31, 2007, 2006, and 2005
consist of the following:

The amounts of unrecognized tax benefits that would
affect the effective tax rate if they were recognized are as
follows:

€ millions

€ miffions S1T2007 2006 2005

Unrecogrized income tax benefits on 1/1/2007

Income tax from continuing
operations

Income tax from discontinued
operations

Income tax recogmized in
Additional paid-in capital related to
share-based compensation

Income tax recognized in other
comprehensive income/loss

For information about the income tax impact of the com-
ponents of Accumulated other comprehensive Income/
loss, see Note 20.

At January 1, 2007, unrecognized income tax benefits
relating to uncertain tax positions amounted to €72 million
and were accounted for as income tax provisions. At
December 31, 2007, uncertainties in income taxes had
increased by €24 million to €96 million.

Aclditions related to the current year

Additions refated to prior year

Setllements with tax authorities

Exchange rate differences

On December 31, 2007, the amount of interest expenses
and penalties on income taxes is not material.

For the maijor tax jurisdictions in Germany, fiscal years
2003 through 2007 and for the United States, fiscal years
2002 through 2007 remain subject to examination. it

is reasonably possible that the total amounts of unrecog-
nized tax benefits may increase or decrease within the
next 12 months. However we do not anticipate that un-
recognized income tax benefits will significantly change
within 12 months of the reporting date.

{(11) Assets and Liabilities Held for Sale and Discontinued Operations

In November of 2007 the Company committed to a plan to
sell the business of TomorrowNow, Inc., a wholly-owned
subsidiary of SAP America, Inc. (a wholly owned sub-
sidiary of SAP AG) and to cease engaging in the business
model of providing support services relating to third party
software. Negotiations with several interested parties
have subsequently taken place. The assets and liabilities
of TomorrowNow, including assets and liabilities of Tomor-
rowNow entities in Europe, Australia and Asia which are
expected to be sold within twelve months, have been clas-
sified as a disposal group held for sale and are presented
separately in the accompanying balance sheet as at
December 31, 2007.

TomorrowNow, Inc. is a distinct asset group with cash
flows and operations that are separable from those of the
rest of SAP. The operations of this disposal group were
accounted for as a part of the product segment. U.S.
GAAP requires the resuits of operations of any assets
held for sale and any liabilities directly associated with
those assets that qualify as a component of an entity with
distinguishable operations and cash flows to be removed
from income from continuing operations and reported as
discontinued operations. The results of operations of such
a component of an entity for any prior periods presented
must also be reclassified as discontinued operations.

The foliowing table details the amounts rectassified to
discontinued operations:

€ millions - 2007 2006 2005
Total revenue 14 9 3
Totat operating expense .38 -23 -10
Operating loss before taxes =22 -14 -7
Income texes i 7 4 !
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The following table detaits the major classes of assets and
liabilities held for sale as at December 31, 2007:

€ millions L2007
Accounts receivable. net -

Other assets

Current agsets
Goodwill
Property, plant, and equipment, net

Other assets

B NEEBNE

Nancurrent assets

Accounts payable

Provisions

Deferred income

Glinjea]mi:

Current hiabilities

(12) Earnings per Share

Convertible bonds and stock options granted to employees
under our share-based compensation programs are includ-
ed in the diluted earnings per share calculations to the
extent they have a dilutive effect. The dilutive impact is
calculated using the treasury stock method. The computa-
tion of diluted earnings per share does not include certain
convertible bonds and stock options issued in connection
with the SAP AG 2000 Long Term Incentive Plan ("LT}
2000 Plan”) and the SAP Stock Option Plan 2002 (“SAP
SOP 2002") because their underlying exercise prices
were higher than the average market prices of SAP shares
in the periods presented. Such convertible bonds and
stock options, if converted or exercised, represented 37.3
million SAP common shares in 2007, 23.6 million SAP
common shares in 2006 and 25.2 million SAP common
shares in 2005. The number of outstanding stock options
and convertible bonds is presented in Note 27.
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2007 2006 2005
Income from continuing operations L
in € millions ©1,934 1,881 1,502
Weighted average number of shares o
in miflions - basic 1.207 1.226 1,239
Ditutive effect of stack options/ P
convertible bonds in millions -3 5 4
Weighted average number of shares R
in miflions - diluted 1,210 1,231 1,243
Earnings per share -
from continuing operations ~
basic in € 1.53 t.21
Earnings per share -
from continuing operations -
diluted in € 1.53 1.2t
tncome from discontinued operations,
net of tax in € millions - 10 -6
Earnings per share - from discontinued R
operations - hasic in € ~0.00 0.00 0.00
Earnings per share - from discontinued s
operations - diluted in € ~-001 0.00
Net income in € millions o 919 1,871 1,496
Earnings per share -
from net income - basic in € t.53 1.21
Earnings per share -
from net income - diluted in € 1.52 1.20




C. Notes to the Consolidated Balance Sheets
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(13) Cash and cash equivalents, Restricted Cash and Investments

Cash and cash equivalents, Restricted Cash and Invest-
ments as at December 31 consisted of the following:

€ millions Cash and Equity and
cash equivalents Restricted cash | Short-term investments other investments

2006| 7 2007 2008] "o 2006] 2006

Cash 478 - E) 0 R R 0
Time deposits 1,598 | . N of 0
Money market Funds 204! o} 0
Commercial paper 119§ - a1 0
Restricted cash ol - ol 0
Fund securities (at fair value) ol [ t2
Auction rate securities E o[- 0
Variable rate demand notes ol K 0
Other debt securities 0t 0} 0
Debt securities (at fair value) 0] 0 0
Marketable equity securities (at fair value) ol - 0 10
Equity securities at cost of - 0 55
Equity method securities 0| 0 18
T 399 :

Restricted Cash

Funds classified as Restricted cash as at December 31,
2007 related to a security deposit that served as collateral
for SAP's credit facility entered into in connection with the
acquisition of Business Objects S.A., as described in Note
4 and 18.

Debt Securities and Marketable Equity Securities
Proceeds from sales of available-for-sale securities in
2007 were €45 miflion (2006: €199 miflion; 2005: €0 mil-
lion}. Gross gains realized from sales of available-for-sale
securities in 2007 were €2 million (2006: €0 million; 2005:
€0 million). Gross losses realized from sales of available-
for-sale securities in 2007 were €1 million (2006: €2 mil-
lion; 2005: €0 million). Due to these sales of available-for-
sale securities we recognized gains of €2 million {2006:
€0 million; 2005: €0 million) and losses of €1 million
(20086: €2 million; 2005: €0 million) which had previously
been included in Accumulated other comprehensive in-
come.
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None of our Investments were past due as at December
31, 2007 or 2008, aithough some of our equity invest-
ments at cost were impaired as at those dates as dis-

cussed below.

Amounts pertaining to debt and available-for-sale equity
securities as at December 31 were as follows:

€ millions. Securities not in foss position Securities in loss position Total securities
Unrealized Unrealized Unrealized gains/
Fair value gains Fair value losses Fair value fosses (net)

Marketable equily securities
(available-for-sale)

Debt securities (available-for-sale)

Investment fund securities
{available-for-sale)

2006

Marketable equily securities

(avaitablefor-sale) i 6 3 0 14 ]
Debt securities {available-for-sale) 227 ! 678 2 905 -t
Investment fund securities

{available-for-sale} 0 0 12 [ 12 0

For the securities in a loss position, the fair values were
categorized according to the duration of the loss position

as follows:
€ miftions Securities in loss position
for less than 12 months for more than 12 months
Unrealized Unrealized
Fair value fosses Fair value fosses
2007 )
Marketable equity secunties {available-for-sale) 0 0
Debt securities (available-for-sale) 363 . 2 14
Investiment fund securities (available-for-sale} 0 0
2006
Marketable equity securities (available-for-sale) 3 0 0 0
Debt secwities {(available-for-sale) 452 1 226 1
Investment fund securities {avatlable-for-sale) 12 0 0 0
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For the year ending December 31, 2007. we recorded
other-than-temporary impairment charges related to Mar-
ketable equity securities of €1 million (2006: €0 miliion;
2005: €0 million) and therefore removed unrealized losses
recorded directly in equity up to that point of €1 million
(20086: €0 miltion; 2005: €0 million).

The marketable debt securities as at December 31, 2007,
consisted of investment grade bonds. The impairments of
marketable debt securities in 2007 resulted from changes
in market interest rates and not from changes in the credit-
worthiness of the underlying debtor. We determine these
impairments to be temporary given the short duration of
the respective declines in valse and the Company’s inten-
tion and ability to hold these investments for a reasonable
period of time sufficient for a forecasted recovery.

The estimated year-end fair values of auction rate securi-
ties, variable rate demand notes and other debt securities
(excluding debt-based funds), are presented by contractual
maturity below. Expected maturities may differ from con-
tractual maturities because borrowers may have the right
to call or prepay obligations with or without penalty.

€ miions 2007 2006
Due within 1 year T 449 457
Due 1 year through 2 years 100 448

Equity Securities at Cost

The carrying value of all equity securities at cost was

€69 million and €58 million as at December 31, 2007, and
2008, respectively. Equity securities at cost, which primari-
ly include venture capital investments, are not included in
the table above, because market values for those securi-
ties are generally not readily obtainable. In 2007, we sold
two (2006: two; 2005: three) investments with a carrying
value at the time of sale of €3 million (2006: €2 million;
2005: €1 million) and realized a gain of €0 million (2006:
€0 million: 2005: €1 million). As at December 31, 2007 we
intend to dispose of two equity securities at cost.

During 2007, 2008, and 2005, the Company recorded
€8 million, €1 million, and €4 million, respectively, in
charges related to other-than-temporary impairments of
equity securities at cost.

Equity Method Investments

The excess of our initial investment in equity method com-
panies over our ownership percentage in the underlying
net assets of those companies amounts to €11 million as
at December 31, 2007 {2006: €15 million) and is attrib-
uted to certain fair value adjustments with the remaining
portion recognized as goodwill. Although we own less
than 20% of the voting stock of the investee company, we
account for our investments in (" Procurement Negdcios
Electronicos S/A”, Rio de Janeiro, Brazil and “ArisGlobal
Holdings, LLC", Stamford, Connecticut, USA) using the
equity method, because we can exercise significant
influence over the operating and financial policies of these
entities through hoiding seats on their boards.

We recorded no impairment losses or reversals thereof on
equity method investments during 2007, 2006 and 2005.
Therefore, no allocation to cur reportable segments was
necessary.

Our equity method investment Procurement Negécios
Electronicos S/A, with a carrying amount of €2 million has
been pledged in 2007 in order to serve as a guarantee for
an ongoing lawsuit with the Brazilian tax authorities. In
case of an unfavourable outcome of the lawsuit for SAP,
for which probability is considered remate, the Brazilian
tax authorities are allowed to make use of the collateral.
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