






















© SAP AG 2010. All rights reserved. / Page 37

SAP: Leader in Enterprise Applications
Well-Positioned for the Future

New Support Options
Customer choice gives SAP distinct competitive
advantage
Enterprise Support: most comprehensive support
solution in the industry
Standard Support: provides standard support features

Expand SAP’s Leadership
Broadest product/industry portfolio for companies
of all sizes
Continued innovation, driving and leveraging the latest
breakthrough innovations
Broadest geographical coverage

New Environment: Endless Opportunities
New innovative products
Expanded customer prospects
Growth to reach 1 billion people by 2014
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APPENDIX



Explanations of Non-GAAP Measures 

This document discloses certain financial measures, such as non-GAAP revenues, non-GAAP expenses, non-GAAP operating income, non-GAAP operating margin, non-
GAAP net income, non-GAAP earnings per share, free cash flow, constant currency revenue and operating income measures as well as U.S. dollar-based non-GAAP 
revenue numbers that are not prepared in accordance with U.S. GAAP and are therefore considered non-GAAP financial measures. Our non-GAAP financial measures 
may not correspond to non-GAAP financial measures that other companies report. The non-GAAP financial measures that we report should be considered as additional 
to, and not as substitutes for or superior to, revenue, operating income, cash flows, or other measures of financial performance prepared in accordance with U.S. GAAP. 
Our non-GAAP financial measures included in this document are reconciled to the nearest U.S. GAAP measure in the tables on the pages F5 to F11 above. 

We believe that the supplemental historical and prospective non-GAAP financial information presented here provides useful supplemental information to investors 
because it is the same information used by our management in running our business and making financial, strategic and operational decisions – in addition to financial 
data prepared in accordance with U.S. GAAP – to attain a more transparent understanding of our past performance and our future results. Beginning in 2008, we used 
these non-GAAP measures as defined below consistently in our planning and forecasting, reporting, compensation and external communication. Specifically,  
 Our management primarily uses these non-GAAP numbers rather than U.S. GAAP numbers as the basis for making financial, strategic and operating decisions. 
 The variable remuneration components of our board members and employees that are compensated  with regard to our group targeted measures were based in 2009 

on SAP’s achievement of its targets for non-GAAP operating income, non-GAAP operating margin at constant currencies and cash flow conversion ratio. These 
targets are monitored on a yearly basis and are adjusted  if necessary.  

 The annual budgeting process involving all management units, which includes costs such as stock based compensation and restructuring, is based on non-GAAP 
revenues and non-GAAP operating income numbers rather than U.S. GAAP numbers. 

 All monthly forecast and performance reviews with all senior managers globally are based on these non-GAAP measures, which are derived from U.S. GAAP 
measures, rather than U.S. GAAP numbers. 

 Both, company-internal target setting and guidance provided to the capital markets are based on non-GAAP revenues and non-GAAP income measures rather than 
U.S. GAAP numbers. 

We believe that our non-GAAP measures are useful to investors for the following reasons: 
 The non-GAAP measures provide investors with insight into management’s decision-making since management uses these non-GAAP measures to run our business 

and make financial, strategic and operating decisions. 
 The non-GAAP measures provide investors with additional information that enables a comparison of year-over-year operating performance by eliminating certain 

direct effects resulting from acquisitions. 

Our non-GAAP financial measures reflect adjustments based on the items below, as well as the related income tax effects: 

Non-GAAP revenue:  

Revenues in this document identified as non-GAAP revenue have been adjusted from the respective U.S. GAAP numbers by including the full amount of support revenues 
that would have been recorded by the acuired entity had it remained a stand-alone entity but which we are not permitted to record as revenue under U.S. GAAP due to fair 
value accounting for the support contracts in effect at the time of the respective acquisition. 

Under U.S. GAAP we record at fair value the support contracts in effect at the time an entity was acquired. Consequently, our U.S. GAAP support revenues, our U.S. 
GAAP software and software-related service revenues and our U.S. GAAP total revenues for periods subsequent to acquisitions do not reflect the full amount of support 
revenue that would have recorded for these support contracts absent the acquisition by SAP. Adjusting revenue numbers for this revenue impact provides additional 
insight into the comparability across periods of our ongoing performance.  

 

 



Non-GAAP operating expense:  

 
Operating expense figures in this report that are identified as non-GAAP operating expense have been adjusted by excluding the following acquisition-related charges:  
 amortization expense/impairment charges of intangibles acquired in business combinations and certain standalone acquisitions of intellectual property; 
 expense from purchased in-process research and development;  
 restructuring expenses and settlements of pre-existing relationships incurred in connection with a business combination; and 
 acquisition-related third-party costs (since our early adoption of SFAS 141R and the revision of IFRS 3) as of January 1, 2009, which requires expensing these costs: 

the previous version of SFAS 141 and IFRS 3 required capitalization.  
 
Non-GAAP operating income, non-GAAP operating margin, non-GAAP net income and non-GAAP earnings per share:  

Operating income, operating margin, net income and earnings per share in this document identified as non-GAAP operating income, non-GAAP operating margin, non-
GAAP net income and non-GAAP earnings per share have been adjusted from the respective operating income, operating margin, net income and earnings per share 
numbers as recorded under U.S. GAAP by adjusting for the above mentioned non-GAAP revenues and non-GAAP expenses.  

We include these non-GAAP revenues and exclude these non-GAAP expenses for the purpose of calculating non-GAAP operating income, non-GAAP operating margin, 
non-GAAP net income and non-GAAP earnings per share when evaluating the continuing operational performance of the Company because these expenses generally 
cannot be changed or influenced by management after the relevant acquisition other than by disposing of the acquired assets. As management at levels below the 
Executive Board has no influence on these expenses we generally do not consider these expenses for the purpose of evaluating the performance of management units. 
As we believe that our Company-wide performance measures need to be aligned with the measures generally applied by management at varying levels throughout the 
Company, we include these revenues and exclude these expenses when making decisions to allocate resources, both, on a Company level and at lower levels of the 
organization. In addition, we use these non-GAAP measures to gain a better understanding of the Company’s comparative operating performance from period to period. 
We believe that our non-GAAP financial measures described above have limitations, which include but are not limited to the following:  
 The eliminated amounts may be material to us. 
 Without being analysed in conjunction with the corresponding U.S. GAAP measures the non-GAAP measures are not indicative of our present and future 

performance, foremost for the following reasons: 
 While our non-GAAP income numbers reflect the elimination of certain acquisition-related expenses, no eliminations are made for the additional revenues and 

other revenues that result from the acquisitions. 
 The acquisition-related charges that we eliminate in deriving our non-GAAP income numbers are likely to recur should SAP enter into material business 

combinations in the future. 
 The acquisition-related amortization expense that we eliminate in deriving our non-GAAP income numbers is a recurring expense that will impact our financial 

performance in future years.  
 The revenue adjustment for the fair value accounting of the acquired entities’ support contracts and the expense adjustment for acquisition-related charges do 

not arise from a common conceptual basis. This is because the revenue adjustment aims to  improve the comparability of the initial post-acquisition period with 
future post-acquisition periods while the expense adjustment aims to  improve the comparability between post-acquisition periods and pre-acquisition periods. 
This should particularly be considered when evaluating our non-GAAP operating income and non-GAAP operating margin numbers as these combine our non-
GAAP revenues and non-GAAP expenses despite the absence of a common conceptual basis. 

We believe, however, that the presentation of the non-GAAP measures in conjunction with the corresponding U.S. GAAP measures provide useful information to 
management and investors regarding present and future business trends relating to our financial condition and results of operations. We therefore do not evaluate our 
growth and performance without considering both non-GAAP measures and U.S. GAAP measures. We caution the readers of this document to follow a similar approach 
by considering our non-GAAP measures only in addition to, and not as a substitute for or superior to, revenues or other measures of our financial performance prepared in 
accordance with U.S. GAAP. 
 



Free Cash Flow 
 
We believe that free cash flow is a widely accepted supplemental measure of liquidity. Free cash flow measures a company's cash flow remaining after all expenditures 
required to maintain or expand the business have been paid off. We calculate free cash flow as our net cash provided by operating activities from continuing operations 
minus purchases of long-lived assets excluding additions from business combinations. Free cash flow should be considered in addition to, and not as a substitute for or 
superior to, cash flow or other measures of liquidity and financial performance prepared in accordance with U.S. GAAP. 
 
Constant Currency Period-Over-Period Changes  
 
We believe it is important for investors to have information that provides insight into our sales. Revenue measures determined under U.S. GAAP provide information that 
is useful in this regard. However, both sales volume and currency effects impact period-over-period changes in sales revenue. We do not sell standardized units of 
products and services, so we cannot provide relevant information on sales volume by providing data on the changes in product and service units sold. To provide 
additional information that may be useful to investors in breaking down and evaluating changes in sales volume, we present information about our revenue and various 
values and components relating to operating income that are adjusted for foreign currency effects. We calculate constant currency year-over-year changes in revenue and 
operating income by translating foreign currencies using the average exchange rates from the previous year instead of the report year. 
 
We believe that data on constant currency period-over-period changes has limitations, particularly as the currency effects that are eliminated constitute a significant 
element of our revenues and expenses and may severely impact our performance. We therefore limit our use of constant currency period-over-period changes to the 
analysis of changes in volume as one element of the full change in a financial measure. We do not evaluate our results and performance without considering both 
constant currency period-over-period changes on the one hand and changes in revenues, expenses, income, or other measures of financial performance prepared in 
accordance with U.S. GAAP on the other. We caution the readers of this document to follow a similar approach by considering data on constant currency period-over-
period changes only in addition to, and not as a substitute for or superior to, changes in revenues, expenses, income, or other measures of financial performance 
prepared in accordance with U.S. GAAP. 
 
U.S. Dollar-Based Non-GAAP Revenue Measures 
 
Substantially all of our major competitors report their financial performance in U.S. dollars. Thus changes in exchange rates, particularly in the U.S. dollar to euro rates, 
affect the financial statements of our competitors differently than our euro-based financial statements. We therefore believe that U.S. dollar-based revenues for SAP 
provide investors with useful additional information that enables them to better compare SAP’s revenue growth with SAP’s competitors’ revenue growth irrespective of 
movements in exchange rates. 
 
Our U.S. dollar non-GAAP revenues are determined as if SAP’s reporting currency was the U.S. dollar. In fact, the reporting currency of our U.S. GAAP and IFRS 
consolidated financial statements as filed in Germany and in the United States with the U.S. Securities and Exchange Commission is the euro. Additionally, our U.S. dollar 
non-GAAP revenue numbers have been adjusted from the respective U.S. GAAP revenues by the same support revenue fair value adjustment as our non GAAP 
revenues explained above. 
 
SAP’s management uses our U.S. dollar non-GAAP revenues to gain a better understanding of SAP’s operating results compared to SAP’s major competitors. 
 
We believe that our U.S. dollar non-GAAP revenues have limitations, particularly because the impact of currency exchange rate fluctuations and the eliminated amounts 
may be material to us. We therefore do not evaluate our growth and performance without considering both non-GAAP revenues and euro-based U.S. GAAP revenues. We 
caution the readers of this document to follow a similar approach by considering our U.S. dollar non-GAAP revenues only in addition to, and not as a substitute for or 
superior to, revenues or other measures of our financial performance prepared in accordance with U.S. GAAP and reported in euro. 
 
Explanations of Non-IFRS Measures 
 
Since 2007, we have been required by German and European law to prepare consolidated financial statements in accordance with IFRS. We did not, however, 
discontinue preparing financial statements under U.S. GAAP but have prepared consolidated financial statements under both U.S. GAAP and IFRS through 2009. 



We will fully migrate to IFRS and discontinue the preparation of U.S. GAAP financial information with effect from the end of 2009. This press release will be the last 
document in which we will provide U.S. GAAP financial information. In our annual report as well as our annual report on Form 20-F for fiscal year 2009 and all quarterly 
and annual reports thereafter, we will include only IFRS financial statements. Our business outlook for 2010 and years thereafter will be based on non-IFRS numbers 
derived from IFRS numbers. Concurrently with this change in our external financial communication, we will modify our internal management reporting, our planning and 
forecasting, and our variable compensation plans to align to the non-IFRS numbers we provide in our external communication. 
 
To give our investors an insight into what our migration from U.S. GAAP/non-GAAP to IFRS/non-IFRS will mean for SAP’s key performance measures, the table titled 
Reconciliations from U.S. GAAP and Non-GAAP to IFRS and Non-IFRS Numbers on page F17 of this press release shows a reconciliation from our U.S. GAAP and non-
GAAP numbers to their most comparable IFRS and non-IFRS numbers. Note: Our non-GAAP and non-IFRS numbers are not prepared under a comprehensive set of 
accounting rules or principles. For more information on our non-GAAP measures, which also applies to our non-IFRS measures subject to the additional explanations 
below, see the section titled Explanations of Non-GAAP Measures. 
 
We have adjusted both our non-GAAP measures and our non-IFRS measures from the respective U.S. GAAP and IFRS numbers by: 
 Including the full amount of support revenue that the acquired entity would have recognized had it remained a stand-alone entity but that we are not permitted to 

recognize as revenue under U.S. GAAP and IFRS as a result of fair value accounting for the support contracts in effect at the time of the respective acquisition. 
 Excluding acquisition-related charges. 
 
However, the adjustment amounts for acquisition-related charges differ between our non-GAAP measures and our non-IFRS measures, due to differences between U.S. 
GAAP and IFRS. Specifically: 
 
 For acquisitions taking place up to the end of 2008, U.S. GAAP required that certain acquisition-related restructuring expenses to be accounted for as liabilities 

assumed in a business combination; however, these expenses are required to be charged to expense under IFRS. Consequently, these acquisition-related 
restructuring expenses are eliminated only in our non-IFRS numbers. 

 For acquisitions taking place up to the end of 2008, purchased in-process research and development was charged to expense immediately under U.S. GAAP, while 
being capitalized and amortized over the expected life under IFRS. Consequently, the immediate charge to expense is eliminated in our non-GAAP measures while 
only the amortization is eliminated in our non-IFRS measures. 

 
Starting on January 1, 2009 our accounting for acquisitions has been aligned through the adoption of new accounting standards under both U.S. GAAP and IFRS. 
Therefore, we do not expect material differences for upcoming acquisitions with respect to acquisition-related restructuring expenses and purchased in-process research 
and development. 
 
Additionally, our non-IFRS measures have been adjusted from the respective IFRS numbers for the results of the discontinued operations that qualify as such in all 
respects except that the fact that they do not represent a major line of business. We will refer to these activities as “discontinued activities.” Under U.S. GAAP, we present 
the results of operations of the TomorrowNow entities as discontinued operations. Under IFRS, results of discontinued operations may only be presented as discontinued 
operations if a separate major line of business or geographical area of operations is discontinued. Our TomorrowNow operations were not a separate major line of 
business and thus did not qualify for separate presentation under IFRS. We believe that this additional adjustment to our IFRS numbers for the results of our discontinued 
TomorrrowNow activities is useful to investors for the following reasons: 
 
 Despite the migration from U.S. GAAP to IFRS, we will continue to internally view the ceased TomorrowNow activities as discontinued activities and thus will continue 

to exclude potential future TomorrowNow results, which are expected to mainly comprise of expenses in connection with the Oracle lawsuit, from our internal 
management reporting, planning, forecasting, and compensation plans. Therefore, adjusting our non-IFRS measures for the results of the discontinued 
TomorrowNow activities provides insight into the financial measures that SAP will use internally once SAP has fully migrated to IFRS.  

 By adjusting the non-IFRS numbers for the results from our discontinued TomorrowNow operations, the non-IFRS numbers are more comparable to the non-GAAP 
measures that SAP used through the end of 2009, which makes SAP’s performance measures before and after the full IFRS migration easier to compare. 

 


