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(2) Scope of Consolidation
The Consolidated Financial Statements include SAP AG
and all of its subsidiaries that are controlled directly or indi-
rectly by SAP AG. SAP does not consolidate any special
purpose entities (SPE) as it does not have any financial or
nonfinancial interests in SPEs.

All SAP entities prepare their financial statements as at
December 31. All financial statements used for consolida-
tion purposes were prepared using the same U.S. GAAP
accounting and valuation principles applicable for the
 respective period. Intercompany transactions and balances
relating to consolidated entities have been eliminated.

The following table summarizes the change in the number
of legal entities included in the Consolidated Financial
Statements. Included in our additions to consolidated legal
entities is a newly founded entity in which we hold only
49% of the voting shares. Due to the fact that the majority
shareholder has entered into an agreement with SAP that
allows SAP to fully control the entity, receive all benefits,
and incur all risks, we fully consolidate this entity as we
consolidate any other of our operating entities:

The changes in the scope of companies included in the
Consolidated Financial Statements during 2007 did not
have a significant effect on the comparability of the Con-
solidated Financial Statements presented. The additions
relate to seven newly founded entities and to 19 legal
 entities added in connection with acquisitions. The dispos-
als are due to mergers of consolidated legal entities.

Equity Method Investments
In 2007, four companies in which we do not have a con-
trolling financial interest but over which we can exercise
significant influence on operating and financial policies
(“equity method investments”), are accounted for using
the equity method (2006: five entities).

(3) Summary of Significant Accounting Policies

Use of Estimates
The preparation of the Consolidated Financial Statements
requires us to make estimates and assumptions that affect
the reported amounts of assets and liabilities, disclosure
of contingent assets and liabilities at the date of the Con-
solidated Financial Statements, and the reported amounts
of revenues and expenses during the reporting periods. In
making our estimates, we consider historical and forecast
information, as well as regional and industry economic
conditions in which the Company or its customers operate,
changes to which could negatively impact our estimates, in
particular when assessing revenues and costs, the valua-
tion and recoverability of receivables, investments and
 other assets, and tax positions. Actual results could differ
from original estimates.

Our financial position, income, and cash flows are subject
to numerous risks and uncertainties. Factors that could af-
fect the Company’s future financial statements and cause
actual results to differ materially from current expectations
include, but are not limited to, further adverse changes in
the global economy, consolidation and intense competition
in the software industry, declines in customer demand in
the most important markets in Europe, the United States,
and Asia, as well as fluctuations in currency exchange
rates.

Number of Legal Entities Consolidated in the 
Financial Statements

German Foreign Total

12/31/2006 21 94 115

Additions 2 24 26

Disposals 0 – 2 – 2

12/31/2007 23 116 139
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Basis of Measurement
The Consolidated Financial Statements have been pre-
pared based on the historical cost basis except for the
 following:
• Derivative financial instruments are measured at fair

 value
• Available for sale financial assets are measured at fair

value
• Liabilities for cash-settled share-based payment arrange-

ments are measured at fair value

Where applicable, information about the methods and as-
sumptions used in determining fair values is disclosed in
the notes specific to that asset or liability.

Business Combinations
We account for all business combinations using the pur-
chase method. As of the date of acquisition, we allocate
the purchase price to the fair values of the assets acquired
and liabilities assumed. 

Foreign Currencies 
The functional currency of our foreign operations is the
 local currency. The assets and liabilities of our foreign op-
erations where the functional currency is not the euro are
translated into euros using period-end closing exchange
rates, whereas items of income and expense are translat-
ed into euros using average exchange rates during the re-

spective periods. The resulting foreign currency translation
adjustments are included in Accumulated other compre-
hensive income/loss in the consolidated statements of
comprehensive income (“SOCI”). Currency effects from
intercompany long-term investments relate to  intercom -
pany foreign currency transactions that are of a long-term
 investment nature and are also included in Accumulated
other comprehensive income/loss in the SOCI. 

Transactions in foreign currencies are translated to the
 respective functional currencies of Group entities at the
exchange rates at the dates of the transactions. Monetary
assets and liabilities that are denominated in foreign cur-
rencies other than the functional currency are remeasured
at the period-end closing rate with resulting gains and
losses reflected in Other non-operating income/expense,
net in the Consolidated Statements of Income. 

Operating cash flows are translated into euros using
 average exchange rates during the respective periods
whereas investing and financing cash flows are translated
into euros using the exchange rates in effect at the time 
of the respective transaction. The effects on cash due to
fluctuations in exchange rates are shown in a separate line
in the Consolidated Statements of Cash Flows.

Exchange Rates
The exchange rates of key currencies affecting the Com-
pany were as follows:

Equivalent to 1€ Closing rate as at December 31, Annual average exchange rate

2007 2006 2007 2006 2005

U.S. dollar USD 1.4721 1.3170 1.3777 1.2611 1.2360

Pound sterling GBP 0.7334 0.6715 0.6890 0.6800 0.6827

Japanese yen JPY 164.93 156.93 161.43 147.02 137.08

Swiss franc CHF 1.6547 1.6069 1.6446 1.5757 1.5478

Canadian dollar CAD 1.4449 1.5281 1.4623 1.4296 1.4908

Australian dollar AUD 1.6757 1.6691 1.6368 1.6715 1.6246
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Revenue Recognition
We derive our revenues from the sale or license of our
software products and of support, subscription, consult-
ing, development, training, and other professional services.
The vast majority of our software arrangements include
support services and many also include professional serv-
ices and other elements. 

We recognize revenue pursuant to the requirements of 
the American Institute of Certified Public Accountants
(“AICPA”) Statement of Position 97-2, Software Revenue
Recognition (“SOP 97-2”), as amended. Revenue on mul-
tiple-element arrangements is recognized using the resid-
ual method when company-specific objective evidence 
of fair value exists for all of the undelivered elements (for
example, support, consulting, or other services) in the
arrangement, but does not exist for one or more delivered
elements (for example, software). We allocate revenue 
to each undelivered element based on its respective fair
value which is the price charged when that element is sold
separately or, for elements not yet sold separately, the
price established by our management if it is probable that
the price will not change before the element is sold sepa-
rately. We allocate revenue to undelivered support services
based on a company-wide rate charged to renew the
 support services annually (such renewal rates represent 
a percentage of the discounted software license fee
charged to the customer; the vast majority of our cus-
tomers renew their annual support service contracts). We
defer revenue for all undelivered elements and recognize
the residual amount of the arrangement fee attributable to
the delivered elements, if any, when the basic criteria in
SOP 97-2 have been met.

Under SOP 97-2, provided that the arrangement does not
involve significant production, modification, or customiza-
tion of the software, software revenue is recognized when
all of the following four criteria have been met:
1. Persuasive evidence of an arrangement exists 
2. Delivery has occurred 
3. The fee is fixed or determinable, and 
4. Collectibility is probable. 

If at the outset of an arrangement we determine that the
arrangement fee is not fixed or determinable, revenue 
is deferred until the arrangement fee becomes due and
payable by the customer. If at the outset of an arrange-
ment we determine that collectibility is not probable,
 revenue is deferred until payment is received. Almost none
of our software license agreements include acceptance
testing provisions. If an arrangement allows for customer
acceptance testing of the software, we defer revenue until
the earlier of customer acceptance or when the accept-
ance right lapses.

We usually sell or license software on a perpetual basis.
Occasionally, we license software for a specified time.
Revenue from short-term time-based licenses, which gen-
erally include support services during the license period, is
recognized ratably over the license term. Revenue from
multi-year time-based licenses that include support servic-
es, whether separately priced or not, is recognized ratably
over the license term unless a substantive support service
renewal rate exists, in which case the amount allocated to
software based on the residual method is recognized as
software revenue once the basic criteria in SOP 97-2 have
been met. Revenues from time-based licenses were not
material in any of the periods presented.

Arrangements for unspecified future software updates,
 upgrades and enhancements and technical product sup-
port are support service contracts. Support revenues are
recognized ratably over the term of the support service
contract, typically one year, and are classified as support
revenue in the Consolidated Statements of Income. In
contrast, arrangements for unspecified future additional
software products are subscriptions. Revenue from such
arrangements is recognized ratably over the term of the
arrangement beginning with the delivery of the first prod-
uct. Revenues from subscriptions were not material in any
of the periods presented.

We recognize revenue from arrangements involving re-
sellers on evidence of sell-through by the reseller to the
end customer. We have a history of honoring contingent
rights if we become aware that a reseller has granted
 contingent rights to an end-customer, although we have no
contractual obligation to do so and we therefore defer
 revenue recognition until a valid license agreement has
been entered into without contingencies or, if applicable,
until the contingencies expire.
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In multiple-element arrangements involving software and
consulting, training, or other professional services that 
are not essential to the functionality of the software, the
service revenues are accounted for separately from the
software revenues.

For short-term time-based licenses we allocate a portion
of the arrangement fee to support revenue based on the
estimated fair value of the support services.

We recognize consulting, training, and other professional
service revenues when the respective services are
 performed. Consulting revenues are recognized on a time-
and-materials basis or using the proportional performance
method. Consulting services primarily comprise  imple -
mentation support related to the installation and configura-
tion of the Company’s software products and do not
 typically involve significant production, modification, or
customization of our software. 

Revenues for arrangements that involve significant produc-
tion, modification, or customization of the software and
those in which the services are not available from third-
party vendors and therefore are deemed essential to the
software, are recognized, depending on the fee structure,
on a time-and-materials basis or using the percentage 
of completion method of accounting, based on direct labor
costs incurred to date as a percentage of total estimated
project costs required to complete the project. If we do
not have a sufficient basis to measure the progress of
completion or to estimate the total contract revenues and
costs, revenue and costs are deferred until the project is
complete and, if applicable, final acceptance is received
from the customer. If the arrangement includes elements
that do not qualify for contract accounting (for example
support services and hosting) such elements are account-
ed for separately provided that the elements have stand-
alone value and that company-specific objective evidence
of fair value exists. When total cost estimates exceed
 revenues in an arrangement, the estimated losses are rec-
ognized immediately based on an average fully burdened
daily rate applicable to the unit delivering the services,
which consists of costs allocable to the arrangement.

We enter into joint development agreements with cus-
tomers to leverage their industry expertise and provide
standard software solutions for selected vertical markets.
These customers generally contribute cash, resources,
and industry expertise in exchange for license rights for
the future solution. We recognize software revenue in con-
junction with these arrangements based on the percent-
age of completion method. If we do not have a sufficient
basis to measure the progress of completion, revenue is
recognized when the project is complete and, if applicable,
final acceptance is received from the customer. 

The assumptions, risks, and uncertainties inherent in the
application of the percentage of completion method and
the proportional performance method affect the timing and
amounts of revenues and expenses reported. Numerous
internal and external factors can affect estimates, including
direct labor rates, utilization, and efficiency variances.
Changes in estimates of SAP’s progress towards comple-
tion and of contract revenues and contract costs are
 accounted for as cumulative catch-up adjustments to the
reported revenues for the applicable contract.

Hosting and other on-demand services are recognized
 ratably over the term of the individual contract. Revenues
from hosting and other on-demand services are classified
as Other service revenue and were not material in any of
the periods presented.

We account for out-of-pocket expenses invoiced by SAP
and reimbursed by customers as support, consulting, and
training revenues, depending on the nature of the service
for which the out-of-pocket expenses were incurred.

If a support or subscription customer is specifically identi-
fied as a bad debtor, we stop recognizing revenue except
to the extent that the fees have already been collected. 

We record sales net of applicable sales taxes. 
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Research and Development
All research and development costs are expensed as in-
curred. Development activities involve a plan or design for
the production of new or substantially improved products.
We have determined that technological feasibility for our
software products is reached shortly before the products
are available for sale. Costs incurred after technological
feasibility is established have not been material.

Government Grants
We record government grants when it is reasonably as-
sured that we will comply with the relevant conditions and
that the grant will be received. Our government grants
generally represent subsidies for activities specified in the
grant. As a result, government grants are recognized as 
a reduction of the related expense when earned.

Advertising Costs
Advertising costs are included in Sales and marketing ex-
penses and are expensed as incurred. Our contributions
to resellers that allow our resellers to execute qualified and
approved marketing activities are recognized as an offset
to revenue unless we obtain a separate identifiable benefit
for the contribution and the fair value of such benefit is
reasonably estimable. 

Leases
We are a lessee of property, plant, and equipment, mainly
buildings and vehicles, under operating leases that do not
transfer to us the substantive risks and rewards of owner-
ship. Rent expense on operating leases is recognized 
on a straight-line basis over the life of the lease including
 renewal terms if, at inception of the lease, renewal is
 reasonably assured.

Some of our operating leases contain lessee incentives,
such as up-front payments of costs or free or reduced pe-
riods of rent. Such incentives are amortized over the life of
the lease such that the rent expense is recognized on a
straight-line basis over the life of the lease. The same ap-
plies for contractually agreed future increases of the rent.

Income Taxes
Income taxes are accounted for under the asset and liabili-
ty method. We recognize deferred income tax assets 
and liabilities for the future tax consequences attributable
to differences between the financial statement carrying
amounts of existing assets and liabilities and their respec-
tive tax bases and on tax loss and tax credit carryfor-
wards.

Deferred income tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable
 income in the years in which those temporary differences
are expected to be recovered or settled. The effect on
 deferred tax assets and liabilities of a change in tax rates
is recognized in income in the period that includes the
 enactment date.

We reduce deferred income tax assets by a valuation al-
lowance to the extent that it is more likely than not that
some portion or all of the deferred tax assets will not be
realized.

Interest on income taxes and penalties on income taxes
are classified as income tax expenses.

In 2007 we adopted Financial Accounting Standards Board
(FASB) Interpretation No. 48, Accounting for Uncertainty
in Income Taxes – an Interpretation of FASB Statement
109 (“FIN 48”), which prescribes a recognition threshold
and measurement attribute for the financial statement
recognition and measurement of a tax position taken or
expected to be taken in a tax return. Uncertain income tax
positions could result in the recognition of tax provisions
or the decrease of recognized tax assets based on the
recognition threshold and measurement attributes of FIN
48. The benefit of a tax position may be recognized only if
it is more likely than not that the tax position will be sus-
tained, based on the technical merits of the position, by a
taxing authority having full knowledge of all relevant infor-
mation. A tax position that meets the more-likely-than-not
recognition threshold is measured as the largest amount
of tax benefit that is greater than 50% likely of being real-
ized on ultimate settlement with the taxing authority. The
adoption of FIN 48 did not have a material impact on our
Consolidated Financial Statements. For more information,
see Note 10. 
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Share-Based Compensation
Effective January 1, 2006, we adopted the fair value
recognition provisions of SFAS 123 (revised 2004),  Share-
Based Payment (“SFAS 123R”), using the modified-
prospective transition method. Accordingly, equity-classi-
fied awards are measured at grant-date fair value and are
not subsequently remeasured. Liability-classified awards
are remeasured to fair value at each balance sheet date
until the award is settled. 

Prior to January 1, 2006, we accounted for share-based
compensation based on the intrinsic-value-based method
prescribed by Accounting Principles Board Opinion 25,
Accounting for Stock Issued to Employees (“APB 25”),
and related interpretations. Under this method,  compen -
sation expense was recorded only if on the date of grant
the current market price of the underlying stock exceeded
the exercise price or the exercise price was not fixed at
the grant date. SFAS 123, Accounting for Stock-Based
Compensation (“SFAS 123”), and SFAS 148, Accounting
for Stock-Based Compensation – Transition and Disclosu-
re, an amendment of FASB Statement No. 123 (“SFAS
148”), established accounting and disclosure requirements
using a fair-value-based method of accounting for share-
based employee compensation plans. As permitted by
SFAS 123 and SFAS 148, we elected to continue to apply
the intrinsic-value-based method of accounting described
above and adopted only the disclosure requirements of
SFAS 123 until SFAS 123R was adopted on January 1,
2006. The following table illustrates the effect on net in-
come and on earnings per share if the fair-value-based
method had been applied to all outstanding and unvested
awards in  periods prior to January 1, 2006.

The effect of the adoption of SFAS 123R, which consisted
primarily of the effect of remeasuring liability-classified
awards (STAR 2003, STAR 2004, STAR 2005) from  in -
trinsic value to fair value was immaterial due to the
insignificant difference between the intrinsic values and
the fair values of the STARs outstanding as at December
31, 2005. For more information about our share-based
compensation plans, see Note 27. 

Comprehensive Income/Loss
Comprehensive income is comprised of Net income and
Other comprehensive income/loss.

Other comprehensive income/loss includes foreign curren-
cy translation adjustments, unrealized gains and losses
from intercompany long-term investment transactions,
 unrecognized pension cost, gains and losses from deriva-
tives designated as cash flow hedges, gains and losses
 resulting from STAR hedges, and unrealized gains and
losses from debt securities and marketable equity securi-
ties classified as available-for-sale. Other comprehensive
income/loss and comprehensive income are displayed
separately in the statement of comprehensive income
(“SOCI”). 

€ millions 2005

Net Income as reported 1,496 

Add: Expense for share-based compensation, 
net of tax according to APB 25 31 

Deduct: Expense for share-based compensation, 
net of tax according to SFAS 123 138 

Adjusted 1,389 

Earnings per share (€)

Basic – as reported 1.21

Diluted – as reported 1.20

Basic – adjusted 1.12

Diluted – adjusted 1.12
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Earnings per Share
We present basic and diluted earnings per share (EPS).
Basic earnings per share is determined by dividing consoli-
dated income from continuing operations, income/loss
from discontinued operations and net income by the
weighted average number of common shares outstanding.
Diluted earnings per share reflects the potential dilution
that would occur if all “in the money” securities and other
contracts to issue common shares were exercised or
 converted.

Cash and Cash Equivalents 
Cash and cash equivalents consist of cash at banks and
highly liquid investments with original maturities of three
months or less. 

Investments
Investments with original maturities of greater than three
months and remaining maturities of less than one year 
are classified as short-term investments. Investments with
maturities beyond one year may be classified as short
term based on their highly liquid nature and because such
marketable securities represent the investment of cash
that is available for current operations. 

Debt securities and marketable equity securities, other
than investments accounted for by the equity method, are
classified as available-for-sale or held-to-maturity, depend-
ing on our intent with respect to holding such investments.
Debt securities and marketable equity securities classified
as available-for-sale are accounted for at fair value. Unreal-
ized gains and losses on available-for-sale securities are
excluded from earnings and reported net of tax as a com-
ponent of Other comprehensive income within sharehold-
ers’ equity. Gains or losses realized on sales of securities
classified as available-for-sale or held-to-maturity are
based on the specific identification method. We do not
classify debt or marketable equity securities as trading.

Equity investments in privately held companies over which
we do not have the ability to exercise significant influence
or control are accounted for at cost. Gains or losses real-
ized on sales of securities are based on the average-cost
method. 

Equity investments accounted for under the equity method
are initially recorded at acquisition cost and are subse-
quently adjusted for our proportionate share of the in-
vestees’ net income or losses and for amortization of any
step-up in the value of the acquired assets over the in-
vestees’ book value. The excess of our initial investment in
equity method companies over our ownership percentage
in the underlying net assets of those companies is attrib-
uted to certain fair value adjustments with the remaining
portion recognized as goodwill (“investor level goodwill”),
which is not amortized. 

All debt securities and marketable equity securities, cost
method investments, and equity method investments, are
evaluated for impairment at least annually or earlier if we
become aware of an event that indicates that the carrying
amount of the asset may not be recoverable. To determine
whether a decline in value below the carrying amount of 
an asset is other-than-temporary, we consider whether we
have the ability and intent to hold the investment until a
market price recovery occurs and whether evidence indi-
cating that the carrying value of the investment is recover-
able outweighs evidence to the contrary. Evidence consid-
ered in this assessment includes the reasons for the de-
cline in fair value, the severity and duration of the decline
in realizable value below cost, changes in value subse-
quent to the balance sheet date, as well as forecasted
 performance of the investee. If a decline in value below 
the carrying amount is determined to be other-than-tempo-
rary, the asset is written down to fair value through an
 impairment charge and a new cost basis is established.
Impairment charges are classified in the line item Financial
income, net in the Consolidated Statements of Income.
Impairment charges were not material in any period pre-
sented.

Dividend and interest income are recognized when 
earned. 
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Accounts Receivable 
Accounts receivable are recorded at invoiced amounts
less sales allowances and an allowance for doubtful
 accounts. Included in accounts receivable are unbilled re-
ceivables related to fixed-fee and time-and-material con-
sulting arrangements. The allowance for doubtful accounts
is our best estimate of the amount of probable credit
 losses in our existing accounts receivable portfolio. We
determine the allowance for doubtful accounts using a
two-step-approach: First, we consider the financial solven-
cy of specific customers and record an allowance for
 specific customer balances when we believe it is probable
that we will not collect the amounts due according to the
contractual terms of the arrangement. Second, we evalu-
ate homogenous portfolios of receivables according to
their default risk primarily based on the age of the receiv-
able and historical loss experience and record an allow -
ance for a portfolio of receivables when we believe it is
probable that a loss has occurred or that we will not col-
lect some or all of the amounts due. Account balances 
are charged off against the allowance after all collection
efforts have been exhausted and the likelihood of recovery
is considered remote. As Accounts receivable do not bear
interest, we discount receivables with a term exceeding
one year to their present value using local market interest
rates. 

Financial and Other Assets
Non-interest-bearing or below-market-rate loans to em-
ployees and to third parties are discounted to their present
value. In the event of any delay or shortfall in payments
due under employee or third-party loans, we perform an
individual loan review to determine whether any impair-
ment exists. The same applies if we become aware of any
change in the debtor’s financial condition that indicates
that a delay or shortfall in payments may result. If it is
probable that we will not collect the amounts due accord-
ing to the contractual terms of the loan agreement, an im-
pairment charge is recorded based on our best estimate of
the amount that will be recoverable.

Investments in insurance policies held for our employee-
 financed pension plans are recorded at their cash surren-
der values including premiums paid and guaranteed inter-
est. All Other assets are recorded at historical cost which
approximates fair value either due to their short-term
 nature or due to the inclusion of interest.

We record inventories at the lower of purchase or produc-
tion cost and market value. Production costs consist of
 direct salaries, materials, and production overhead.

Goodwill 
Goodwill represents the excess of the cost of an acquired
entity over the fair values assigned to the tangible assets
acquired, the intangible assets acquired that are required
to be recognized and reported separately from goodwill,
and the liabilities assumed.

We do not amortize goodwill but test it for impairment at
least annually or when events occur or changes in circum-
stances indicate the fair value of a reporting unit is less
than its carrying value.

Other Intangible Assets 
Purchased intangible assets with estimable useful lives are
recorded at acquisition cost, amortized on a straight-line
basis over their estimated useful life of two to 12 years,
and reviewed for impairment when significant events occur
or there are changes in circumstances that indicate that
the carrying amount of the asset or asset group may not
be recoverable. All of our intangible assets, with the ex-
ception of goodwill, have estimable useful lives and are
therefore subject to amortization.

We expense immediately the fair value of acquired identifi-
able in-process research and development (“in-process
R&D”), which represents acquired research and develop-
ment efforts that have not reached technological feasibility
and that have no alternative future use.
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Property, Plant, and Equipment
Property, plant, and equipment are valued at acquisition
cost plus the fair value of related asset retirement costs, 
if any and if reasonably estimable, less accumulated
 depreciation. Interest incurred during the construction of
qualifying assets is capitalized and amortized over the
 related assets’ estimated useful lives. Interest capitalized
has not been material in any period presented. 

Property, plant, and equipment are generally depreciated
using the straight-line method. Certain assets with expect-
ed useful lives in excess of three years are depreciated us-
ing the declining balance method. Land is not depreciated.

Leasehold improvements are depreciated using the
straight-line method over the shorter of the term of the
lease or the useful life of the asset. If a renewal option
 exists, the depreciation period reflects the additional time
covered by the option if exercise is reasonably assured
when the leasehold improvement is first placed into opera-
tion. 

Impairment of Long-Lived Assets
We review long-lived assets, such as  property, plant,
equipment, and acquired intangible assets subject to
amortization for impairment, whenever events or changes
in circumstances indicate that the carrying amount of 
an asset or group of assets may not be recoverable. We
 assess recoverability of assets to be held and used by
comparing their carrying amount to the expected future
undiscounted net cash flows they are expected to gener-
ate. If an asset or group of assets is considered to be
 impaired, the impairment to be recognized is measured 
as the amount by which the carrying amount of the asset
or group of assets exceeds fair value.

Assets and Liabilities Held for Sale
Long-lived assets and disposal groups, which represent
assets to be disposed of together as a group in a single
transaction and liabilities directly associated with those as-
sets that we will also transfer in the transaction, are classi-
fied as held for sale beginning in the period we commit to
sell the assets or disposal group as long as certain criteria
are met including that the assets or disposal group are
available for immediate sale in their present condition, that
the sale of the assets or disposal group is probable and
expected to be completed within one year, that we are ac-
tively seeking a buyer and that changes to the sales plan
are unlikely. Long-lived assets and disposal groups are dis-
closed separately and reported at the lower of the carrying
amount or fair value less costs to sell. Long-lived assets
held for sale are not depreciated from the date they are no
longer classified as held for use.

Discontinued Operations
Discontinued operations are reported when one of our
components comprising operations and cash flows that
can be clearly distinguished from the rest of SAP, opera-
tionally and for financial reporting purposes, have been
disposed of or are classified as held for sale, and when
both of the following criteria are met (1) the operations
and cash flows of the component will be (or have been)
eliminated from the ongoing operations of SAP as a result
of the disposal transaction and (2) we will not have any
significant continuing involvement in the operations of the
component after the disposal transaction.

Prepaid Expenses and Deferred Charges
Prepaid expenses and deferred charges are primarily com-
prised of prepayments of software royalties, operating
leases, and support services contracts which will be
charged to expense in the future periods as such costs
are incurred.

Commitments and Contingencies
Liabilities for loss contingencies are recorded when it is
probable that a liability to third parties has been incurred
and the amount can be reasonably estimated. We regularly
adjust liabilities for loss contingencies as further informa-
tion develops or circumstances change.

Our software contracts usually contain general warranty
provisions guaranteeing that the software will perform
 according to SAP’s stated specifications for six to 12
months. At the time of the sale or license of our software
covered by such warranty provisions, we record an accrual
for warranty costs based on historical experience.

Useful lives of property, plant, 
and equipment in years

Buildings 25 to 50 

Leasehold improvements Based on the lease contract

Information technology equipment 3 to 5 

Office furniture 4 to 20 

Automobiles 5 
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Pension Benefit Liabilities
We measure our pension-benefit liabilities based on actu-
arial computations using the projected-unit-credit method
in accordance with SFAS 158, Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans –
an amendment of FASB Statements No. 87, 88, 106, and
132(R) (“SFAS 158”), and SFAS 87, Employers’ Accoun-
ting for Pensions (“SFAS 87”). The assumptions used 
to calculate pension liabilities and costs are shown in Note
19. SFAS 158 requires the recognition of an asset or
 liability for the overfunded or underfunded status of all
 defined benefit plans. Changes in the amount of the pro-
jected benefit obligation or plan assets resulting from
 experience different from that assumed and from changes
in assumptions can result in gains or losses not yet recog-
nized in our Consolidated Statements of Income. Amorti-
zation of an unrecognized net gain or loss is included as a
component of our net periodic benefit plan cost for a year
if, as of the beginning of the year, that unrecognized net
gain or loss exceeds 10% of the greater of the projected
benefit obligation or the fair value of that plan’s assets. In
that case, the amount of amortization recognized is the re-
sulting excess divided by the average remaining service
period of the active employees expected to receive bene-
fits under the plan. If unrecognized net gains or losses do
not exceed 10% of the greater of the projected benefit ob-
ligation or the fair value of that plan’s assets these unrec-
ognized net gains and losses are recognized as a separate
component of other comprehensive income (OCI) net of
tax.

We also record a liability for amounts payable under the
provisions of our various defined contribution plans.

Deferred Income
Deferred income consists mainly of prepayments made 
by our customers for support services and professional
services as well as amounts deferred from software
arrangements for discounts on undelivered elements
granted to customers. Deferred income will be recognized
once the basic applicable revenue recognition criteria have
been met, for example as the related services are per-
formed or as the discounts are used. The current portion
of deferred income is expected to be recognized within 
the next 12 months.

Derivative Financial Instruments
We use forward exchange derivative financial instruments
to reduce the foreign currency exchange risk, primarily 
of anticipated cash flows from transactions with sub-
sidiaries denominated in currencies other than the euro.
As discussed in Note 25, the Company uses call options
to hedge its anticipated cash flow exposure attributable 
to changes in the market value of stock appreciation rights
under various plans.

We account for derivatives and hedging activities in accor-
dance with SFAS 133, Accounting for Derivative Instru-
ments and Hedging Activities (“SFAS 133”), as amended,
which requires that all derivative financial instruments be
recorded on the balance sheet at their fair value. The ef-
fective portion of the realized and unrealized gain or loss
on derivatives designated as cash flow hedges is reported
net of tax, as a component of Other comprehensive in-
come. We reclassify the portion of gains or losses on de-
rivatives from Other comprehensive income into earnings
in the same period or periods during which the hedged
forecasted transaction affects earnings. The ineffective
portion of gains or losses on derivatives designated as
cash flow hedges is reported in earnings when the ineffec-
tiveness occurs. In measuring the effectiveness of foreign
currency-related cash flow hedges, we exclude differences
resulting from time value (that is, spot rates versus for-
ward rates for forward contracts). Changes in value result-
ing from the excluded component are recognized in earn-
ings immediately. Foreign currency exchange derivatives
we enter into to offset exposure to anticipated cash flows
that do not meet the conditions for hedge accounting are
recorded at fair value in the Consolidated Balance Sheets
with changes in fair value included in earnings.

Embedded derivatives are separated from the host con-
tract and accounted for separately if the economic charac-
teristics and risks of the host contract and the embedded
derivative are not closely related, a separate instrument
with the same terms as the embedded derivative would
meet the definition of a derivative, and the combined
 instrument is not measured at fair value through profit or
loss.
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Treasury Stock
Treasury shares are recorded at acquisition cost and are
included as a separate component of Shareholders’ equity.
Gains and losses on the subsequent reissuance of treas-
ury shares are credited or charged to Additional paid-in
capital on an after-tax basis. On retirement of treasury
shares any excess over the calculated par value is charged
to Retained earnings.

New Accounting Standards Not Yet Adopted 
In September 2006, the FASB issued SFAS 157, Fair Va-
lue Measurements (“SFAS 157”), which provides a single
definition of fair value, establishes a framework for meas-
uring fair value, and requires expanded disclosures about
fair value measurements. SFAS 157 is effective for finan-
cial statements issued for fiscal years beginning after No-
vember 15, 2007, and interim periods within those fiscal
years. The provisions of SFAS 157 should be applied
prospectively as of the beginning of the fiscal year in which
it is initially applied. We will be required to adopt SFAS
157 in fiscal year 2008. SFAS 157-2 defers the effective
date of SFAS 157 for some nonfinancial assets and  non -
financial liabilities to fiscal years  beginning after November
15, 2008 and periods within those fiscal years. Based 
on the analysis done so far, we do not expect SFAS 157
to have a material impact on our Consolidated Financial
Statements.

In February 2007, the FASB issued SFAS 159, The Fair
Value Option for Financial Assets and Financial Liabilities,
Including an amendment of FASB Statement No. 115
(“SFAS 159”) which permits entities to choose to meas-
ure eligible items at fair value at specified election dates.
Unrealized gains and losses on items for which the fair
 value option has been elected will be reported in earnings
at each subsequent reporting date. The following balance
sheet items are within the scope of SFAS 159:
• Recognized financial assets and financial liabilities unless

a special exception applies
• Firm commitments that would otherwise not be recog-

nized at inception and that involve only financial instru-
ments 

• Non-financial insurance contracts 
• Host financial instruments resulting from separation of

an embedded non-financial derivative instrument from a
non-financial hybrid instrument

SFAS 159 will be effective for fiscal years beginning after
November 15, 2007. We elected not to adopt SFAS 159
early and we do not expect any significant unrealized gains
or losses on items for which we may plan to elect the fair
value option.

In December 2007, the FASB issued SFAS 141 (revised
2007), Business Combinations (“SFAS 141R”), which
 requires acquirers of a business to recognize most identifi-
able assets acquired, including goodwill, the liabilities
 assumed, and any non-controlling interest in the acquiree,
at their full fair value on the acquisition date. SFAS 141R
also establishes disclosure requirements to enable users
of the financial statements to evaluate the nature and fi-
nancial effects of the business combination. SFAS 141R 
is effective for fiscal years beginning after December 15,
2008 and is to be applied prospectively. SAP is still deter-
mining the impact, if any, that SFAS 141R will have on its
Consolidated Financial Statements. 

In December 2007, the FASB issued SFAS 160,  Non -
controlling Interests in Consolidated Financial Statements,
an amendment of ARB No. 51 (“SFAS 160”), which
 establishes accounting and reporting standards for the
non- controlling (minority) interest in a subsidiary and for
the deconsolidation of a subsidiary. It clarifies that a non-
controlling interest in a subsidiary is an ownership interest
in the consolidated entity that should be reported as
 equity in the Consolidated Financial Statements and estab-
lishes a single method of accounting for changes in a par-
ent’s ownership interest in a subsidiary that do not result
in  deconsolidation. SFAS 160 is effective for fiscal years
 beginning after December 15, 2008 and is to be applied
prospectively. SAP is still determining the impact, SFAS 160
will have on its Consolidated Financial Statements.

In December 2007, the FASB ratified EITF 07-1, Account-
ing for Collaborative Arrangements (“EITF 07-1”), which
defines collaborative arrangements and establishes report-
ing requirements for transactions between participants in
the arrangement and third parties. EITF 07-1 also estab-
lishes the appropriate income statement presentation and
classification for joint operating activities and payments
between participants, as well as the sufficiency of the dis-
closure related to these arrangements. EITF 07-1 is effec-
tive for fiscal years beginning after December 15, 2008.
SAP is still determining the impact, EITF 07-1 will have on
its Consolidated Financial Statements.
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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:

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 million 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-
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-
ing.

In 2007, we acquired the remaining outstanding shares of
our subsidiary SAP Systems Integration AG (“SAP SI”).
We accounted for the acquisition of SAP SI shares using
the purchase method. The aggregate purchase price for
the SAP SI 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 327a,
paragraph 1, “squeeze-out”. That provision entitled us, as
the holder of at least 95% of the outstanding shares, to

Acquired Businesses Sector Acquired business Acquisition date

Pilot Software Inc., Mountain View, CA (USA) Privately held provider of strategy management software 100% of shares 02/14/2007

Wicom Communication Ltd, Espoo (Finland) Privately held provider of all-IP contact center and 
enterprise communications software 100% of shares 05/07/2007

MaXware AS, Lysaker (Norway) Privately held provider of identity management software 100% of shares 05/21/2007

OutlookSoft Corp., Stamford, CT (USA) Privately held provider of integrated planning, budgeting, 
forecasting and consolidation software 100% of shares 6/1/2007

YASU Technologies Private Ltd., India Privately held leader in business rules management systems Asset purchase 10/18/2007

Arabian Company for Systems, Applications and Products Privately held exclusive reseller of SAP software in the 
in Data Processing Ltd., Jeddah, Kingdom of Saudi Arabia Arab region Asset purchase 10/31/2007

Silk Europe N.V., Belgium Privately held reseller of OutlookSoft software in Belgium 
and Netherlands 100% of shares 11/28/2007
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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 goodwill 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-
tracts.

In connection with the 2007 transactions discussed above,
we assigned the following amounts to identifiable intangi-
ble assets:

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. 

In October 2007 we announced our intention to acquire
Business Objects S.A. (Nasdaq: BOBJ; Euronext Paris
ISIN code: FR0004026250 – 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
 Objects 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 all 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 until 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.

Estimated useful lives 

€ millions years

Customer contracts 51 4 to 12

Intellectual property 82 5 to 10

Distribution right 37 6

Tradename 4 1 to 2

In-process research and development 1 Expensed at the 
acquisition date

Total 175
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Based on preliminary valuations we expect to acquire as-
sets of approximately €1.9 billion 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,  lia bil -
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
goodwill 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 2006, 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 million
is fully deductible for tax purposes over an amortization
period of up to 15 years. The goodwill recognized in 2006
was assigned to our Product, Consulting, and Training
segments in the amounts of €336 million, €39 million, and
€17 million, respectively after minor adjustments related 

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 

€ millions years

Customer contracts 17 2 to 11

Intellectual property 118 5 to 10

In-process research and development 2 Expensed at the 
acquisition date

Total 137
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B. Notes to the Consolidated Statements of Income

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. Our 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 applicable revenue recognition
criteria have been met (see Note 3).

(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 element. 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. Our 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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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.

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

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

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

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 full-time
equivalents, was as follows:

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 excluded 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.

(6) Functional Costs and Other Expenses

€ millions 2007 2006 2005

Purchased services 862 879 828

Raw materials and supplies, 
purchased goods 37 32 30

899 911 858

Full-time equivalents 2007 2006 2005

Employees 

– from continuing operations 42,129 37,919 34,483

– from discontinued operations 173 134 67

€ millions 2007 2006 2005

Salaries 3,603 3,277 2,877

Social security costs 449 416 379

Pension expense 122 125 109

4,174 3,818 3,365
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(7) Other Operating Income, Net

Other operating income/expense for the years ending
 December 31 was as follows:

Charges to bad debt expense are based on a regular
 systematic review and evaluation of outstanding receiv-
ables that is performed every month. Specific customer
credit loss risks are also included in the allowance for
doubtful accounts, but are charged to the respective cost
of software and software-related services or cost of
 service sold. The amount of these provisions for specific
customer risks charged to the respective functional cost
category of software and software-related services or
cost of service was €9 million, €3 million, and €9 million
during 2007, 2006, and 2005, respectively.

For more information about restructuring costs incurred in
connection with exit activities, see Note 19b.

(8) Other Non-Operating Income/Expense, Net

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

€ millions 2007 2006 2005

Bad debt expense 0 0 – 3

Restructuring costs –
severance obligations 0 – 1 – 1

Restructuring costs –
unused lease space 0 0 – 1

Miscellaneous other operating 
expenses – 1 0 – 3

Other operating expense – 1 – 1 – 8

Bad debt income 3 43 0

Rental income 5 5 7

Receipt of insurance proceeds 3 2 1

Miscellaneous other operating income 7 7 6

Other operating income 18 57 14

17 56 6

€ millions 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 385 251 78

Other non-operating income 11 12 33

Total other non-operating income 396 263 111

Total other non-operating 
income/expense, net 1 – 12 – 25
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(9) Financial Income, Net
Financial income, net for the years ending December 31
was as follows:

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

In the table above, income from securities and expense
from other financial assets and loans both include €241
million in 2007 (€156 million 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 collateral for our financial investments.
We did not obtain assets by taking possession of collater-
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.

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

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 settled. The impact of all tax

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,
2007, 2006, and 2005.

Income from continuing operations before income tax and
minority interests consisted of the following:

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

€ millions 2007 2006 2005

Interest and similar income 142 124 94

Interest and similar expenses – 7 – 4 – 4

Income from securities, net 240 154 63

Expenses from other financial assets 
and loans – 244 – 157 – 74

Gains/losses on STAR hedge 0 7 – 66

Loss from other investments – 6 – 1 – 3

Other financial income/expense, net – 10 3 – 80

Share of loss/gain of associates 
accounted for using the equity method – 1 – 1 1

Financial income, net 124 122 11

€ millions 2007 2006 2005

Current taxes – Germany 498 426 515

Current taxes – Foreign 416 381 319

914 807 834

Deferred taxes – Germany 33 0 15

Deferred taxes – Foreign – 26 – 2 – 31

7 – 2 – 16

Income tax expense 921 805 818

€ millions 2007 2006 2005

Germany 1,639 1,519 1,455

Foreign 1,218 1,169 868

2,857 2,688 2,323



150 SAP Annual Report 2007 – Financial Information 

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%). 

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

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 realization 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
million (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 taxable
 income, if any, over the next 15 years. Further €9 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 million
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
(2006: €9 million) for income taxes on future dividend
 distributions from foreign subsidiaries, which is based on
€1,335 million (2006: €297 million) 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.

€ millions 2007 2006 2005

Income from continuing operations 
before income taxes 2,857 2,688 2,323

Expected income taxes 35.49% 
in 2007 (35.66% in 2006, 
36.32% in 2005) 1,014 958 844

Foreign tax rate differential – 47 – 26 – 6

Tax effect on non-deductible expenses 49 23 19

Prior year taxes – 18 – 80 – 6

Tax effect on tax exempt income – 77 – 72 – 40

Other 0 2 7

Actual income tax expense 921 805 818

€ millions 2007 2006

Deferred tax assets

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 23 34

Other provisions 109 122

Deferred income 31 33

Other 29 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

Other provisions 6 5

Deferred income 3 5

Other 17 19

Deferred tax liabilities 209 171

Deferred tax assets, net 151 125



SAP Annual Report 2007 – Financial Information 151

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:

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.

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

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

For the major 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
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 results 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 following table details the amounts reclassified to
 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. 

€ millions 2007 2006 2005

Income tax from continuing 
operations 921 805 818

Income tax from discontinued 
operations – 7 – 4 – 1

Income tax recognized in 
Additional paid-in capital related to 
share-based compensation 0 – 11 – 23

Income tax recognized in other 
comprehensive income/loss – 5 – 16 7

909 774 801

€ millions 2007

Unrecognized income tax benefits on 1/1/2007 72

Additions related to the current year 8

Additions related to prior year 18

Settlements with tax authorities 0

Exchange rate differences – 2

Unrecognized income tax benefits on 12/31/2007 96

€ millions 2007 2006 2005

Total revenue 14 9 3

Total operating expense – 36 – 23 – 10

Operating loss before taxes – 22 – 14 – 7

Income taxes 7 4 1

Net loss from discontinued 
operations – 15 – 10 – 6



152 SAP Annual Report 2007 – Financial Information 

The following table details the major classes of assets and
liabilities held for sale as at December 31, 2007:

(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 (“LTI
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.

€ millions 2007

Accounts receivable, net 2

Other assets 4

Current assets 6

Goodwill 7

Property, plant, and equipment, net 1

Other assets 1

Noncurrent assets 9

Total Assets held for sale 15

Accounts payable 1

Provisions 3

Deferred income 5

Current liabilities 9

Total Liabilities held for sale 9

2007 2006 2005

Income from continuing operations 
in € millions 1,934 1,881 1,502

Weighted average number of shares 
in millions – basic 1,207 1,226 1,239

Dilutive effect of stock options/
convertible bonds in millions 3 5 4

Weighted average number of shares 
in millions – diluted 1,210 1,231 1,243

Earnings per share –
from continuing operations –
basic in € 1.60 1.53 1.21

Earnings per share –
from continuing operations –
diluted in € 1.60 1.53 1.21

Income from discontinued operations, 
net of tax in € millions – 15 – 10 – 6

Earnings per share – from discontinued 
operations – basic in € – 0.01 0.00 0.00

Earnings per share – from discontinued 
operations – diluted in € – 0.01 – 0.01 0.00

Net income in € millions 1,919 1,871 1,496

Earnings per share –
from net income – basic in € 1.59 1.53 1.21

Earnings per share –
from net income – diluted in € 1.59 1.52 1.20
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Cash and cash equivalents, Restricted Cash and Invest-
ments as at December 31 consisted of the following: 

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 million (2006: €199 million; 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
(2006: €2 million; 2005: €0 million) which had previously
been  included in Accumulated other comprehensive in-
come.

C. Notes to the Consolidated Balance Sheets

(13) Cash and cash equivalents, Restricted Cash and Investments 

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

2007 2006 2007 2006 2007 2006 2007 2006

Cash 546 478 0 0 0 0 0 0

Time deposits 376 1,598 0 0 35 19 0 0

Money market funds 686 204 0 0 0 0 0 0

Commercial paper 0 119 0 0 0 0 0 0

Restricted cash 0 0 550 0 0 0 0 0

Fund securities (at fair value) 0 0 0 0 8 0 0 12

Auction rate securities 0 0 0 0 0 155 0 0

Variable rate demand notes 0 0 0 0 0 34 0 0

Other debt securities 0 0 0 0 549 716 0 0

Debt securities (at fair value) 0 0 0 0 549 905 0 0

Marketable equity securities (at fair value) 0 0 0 0 0 4 7 10

Equity securities at cost 0 0 0 0 6 3 63 55

Equity method securities 0 0 0 0 0 0 19 18

Total 1,608 2,399 550 0 598 931 89 95
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None of our Investments were past due as at December
31, 2007 or 2006, although 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:

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

€ millions Securities not in loss position Securities in loss position Total securities

Unrealized Unrealized Unrealized gains/
Fair value gains Fair value losses Fair value losses (net)

2007

Marketable equity securities 
(available-for-sale) 7 2 0 0 7 2

Debt securities (available-for-sale) 172 0 377 2 549 – 2

Investment fund securities 
(available-for-sale) 8 0 0 0 8 0

2006

Marketable equity securities 
(available-for-sale) 11 6 3 0 14 6

Debt securities (available-for-sale) 227 1 678 2 905 – 1

Investment fund securities 
(available-for-sale) 0 0 12 0 12 0

€ millions Securities in loss position

for less than 12 months for more than 12 months

Unrealized Unrealized
Fair value losses Fair value losses

2007

Marketable equity securities (available-for-sale) 0 0 0 0

Debt securities (available-for-sale) 363 2 14 0

Investment fund securities (available-for-sale) 0 0 0 0

2006

Marketable equity securities (available-for-sale) 3 0 0 0

Debt securities (available-for-sale) 452 1 226 1

Investment fund securities (available-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 million;
2005: €0 million) and therefore removed unrealized losses
recorded directly in equity up to that point of €1 million
(2006: €0 million; 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 value 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. 

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
2006, 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, 2006, and 2005, the Company recorded 
€6 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 Negócios
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 holding 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 our reportable segments was
necessary.

Our equity method investment Procurement Negócios
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 Bra zilian tax authorities. In
case of an unfavourable outcome of the lawsuit for SAP,
for which probability is considered remote, the Brazilian
tax authorities are allowed to make use of the collateral.

€ millions 2007 2006

Due within 1 year 449 457

Due 1 year through 2 years 100 448

Total of auction rate securities, variable rate 
demand notes and debt securities 549 905
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(14) Accounts Receivable, Net
Accounts receivable, net includes costs and estimated
earnings in excess of billings on uncompleted contracts of
€162 million and €145 million as at December 31, 2007,
and 2006, respectively. We received advances of €348
million and €456 million as at December 31, 2007, and
2006, respectively.

The carrying amounts of our accounts receivable from
customers as at December 31 were as follows:

Changes in the allowance for doubtful accounts were as
follows:

Concentrations of credit risks are limited due to our large
customer base and its dispersion across many different
 industries and countries worldwide. No single customer
accounted for 5% or more of total revenues in 2007,
2006, or 2005 or of Accounts receivable, net in 2007 or
2006. The following table gives an overview of the extent
of credit risks included in our accounts receivable from
customers:

Before recognizing revenue we strictly assess the col-
lectibility of all receivables at the outset of any arrange-
ment as required under SOP 97-2. Due to this approach
and our short payment terms, we have no indication with
respect to accounts receivable that are not past due that
any customer will fail to meet its obligations. For accounts
receivable past due, we determine the allowance for
doubtful accounts using a two-step-approach described in
Note 3. We therefore consider accounts receivable of €33
million (2006: €35 million) as individually impaired mainly
based on debtors’ financial difficulties and accounts
 receivable of €587 million (2006: €466 million) impaired on
a portfolio basis based on the age of the receivables and
our historical loss experience.

For more information about financial risk and how we man-
age it, see Note 26.

The gross amount of all accounts receivable with a term
exceeding 12 months was not material. Since the effect 
of discounting long-term receivables would therefore not
be material, we have not discounted our long-term receiv-
ables to their present values.

Accounts receivable, net based on due dates as at
 December 31 were as follows:

We did not sell portfolios of receivables to third parties or
use receivables as collateral for borrowings in any year
presented.

€ millions 2007 2006

Current 2,895 2,440

Noncurrent 3 3

2,898 2,443

€ millions 2007 2006

Accounts receivable, neither past due nor impaired 2,337 2,004

Accounts receivable, past due, impaired individually 33 35

Accounts receivable, past due, impaired on 
a portfolio basis 587 466

Accounts receivable, impaired on a portfolio basis 587 466

– less than 45 days, past due 344 273

– 46 to 90 days, past due 83 78

– 91 to 180 days, past due 57 54

– 181 to 365 days, past due 71 37

– 366 days, past due and more 32 24

€ millions 2007 2006 2005

Balance as at 1/1 25 73 63

Utilization – 8 – 5 – 8

Addition 11 7 17

Release – 5 – 48 – 4

Exchange rate effects and 
other changes – 2 – 2 5

Balance as at 12/31 21 25 73

€ millions 2007 2006

Gross carrying amount 2,957 2,505

Sales allowances – 38 – 37

Allowance for doubtful accounts charged 
to expenses – 21 – 25

Carrying amount, net, of accounts receivable 2,898 2,443
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(15) Other Assets 

Detailed information about our derivative financial instru-
ments is presented in Note 25. Investments in insurance
policies relate to the employee-financed pension plans 
as presented in Note 19a. The corresponding liability for
investments in insurance policies for semiretirement and
time accounts is included in employee-related obligations
(see Note 19b).

Loans granted to employees primarily consist of interest-
free or below-market-rate building loans and amounted to
a gross value of €63 million in 2007 and €62 million in
2006. The cumulative effect of discounting the employee
loans based on the market interest rates in effect when
the loans were granted was €11 million in 2007 and €11
million in 2006. Amortization of employee loan discounts
amounted to €3 million in 2007 and €3 million in 2006,
 respectively. There have been no loans to employees or
members of the Executive Board and Supervisory Board
to assist them in exercising stock options or convertible
bonds.

Loans to third parties are presented net of allowances for
credit losses. Changes in the allowance for credit losses
were as follows:

We consider these other financial assets as individually im-
paired based on information obtained regarding debtors’
 financial difficulties. As at December 31, 2007, there were
no other financial assets past due but not impaired. For
more information about financial risk and how we manage
it, see Note 26.

Included in miscellaneous other assets are primarily inter-
est receivables, tax claims, short-term loans, and other
items for which the individually recognized amounts are
not material.

€ millions 2007 2006 2005

Balance as at 1/1 1 16 15

Utilization 0 10 0

Addition 0 0 3

Release 1 5 2

Balance as at 12/31 0 1 16

€ millions 2007 2006

Current Noncurrent Total Current Noncurrent Total

Investments in insurance policies held 
for employee-financed pension plans, 
and semiretirement 0 342 342 0 278 278

Income tax receivables 283 36 319 164 12 176

Fair value of STAR hedge and other 
derivatives 146 1 147 117 87 204

Other receivables 48 49 97 41 41 82

Prepaid pensions 0 56 56 0 46 46

Loans to employees 9 43 52 8 43 51

Miscellaneous other assets 50 0 50 36 0 36

Rent deposits 0 24 24 0 26 26

Loans to third parties 0 4 4 1 0 1

Inventories 5 0 5 4 0 4

541 555 1,096 371 533 904
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(16) Goodwill and Intangible Assets

The additions to goodwill result from our 2007 acquisitions
(€517 million), contingent consideration paid for prior
 acquisitions (€4 million), and purchase price adjustments
(€-1 million). For more information about acquisitions, see
Note 4.

€ millions Software and Acquired Other
Goodwill database licenses technology intangibles Total

Purchase cost

1/1/2007 1,084 202 216 37 1,539

Exchange rate differences – 81 – 1 – 12 – 5 – 99

Additions 520 65 83 90 758

Retirements/disposals 0 – 2 0 – 2 – 4

Reclassifications to current assets – 7 0 0 0 – 7

12/31/2007 1,516 264 287 120 2,187

Accumulated amortization

1/1/2007 97 128 53 11 289

Exchange rate differences – 4 – 1 – 1 – 1 – 7

Additions 0 26 45 11 82

Retirements/disposals 0 – 2 0 – 1 – 3

12/31/2007 93 151 97 20 361

Carrying value 12/31/2007 1,423 113 190 100 1,826

Weighted average amortization period in years N/A 3.0 5.2 7.0 5.3

Purchase cost

1/1/2006 727 160 194 25 1,106

Exchange rate differences – 50 0 – 13 – 3 – 66

Additions 407 53 120 16 596

Retirements/disposals 0 – 11 – 85 – 1 – 97

12/31/2006 1,084 202 216 37 1,539

Accumulated amortization

1/1/2006 100 124 109 7 340

Exchange rate differences – 3 – 1 – 8 – 1 – 13

Additions 0 16 37 6 59

Retirements/disposals 0 – 11 – 85 – 1 – 97

12/31/2006 97 128 53 11 289

Carrying value 12/31/2006 987 74 163 26 1,250
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All intangible assets except goodwill are subject to amorti-
zation. Intangible assets consist of three major asset
classes: Software and database licenses, Acquired tech-
nology, and Other intangibles.

Software and database licenses consist primarily of tech-
nology for internal use whereas Acquired technology con-
sists primarily of purchased software to be incorporated
into our product offerings. The additions to Software and
database licenses in 2007 were individually acquired from
third parties, whereas the additions to Acquired technolo-
gy and Other intangibles primarily result from our acquisi-
tions discussed in Note 4.

Other intangibles consist primarily of acquired trademark
licenses and customer contracts acquired as well as 
 In-process research and development which is fully amor-
tized immediately. For more information, see Note 4.

The estimated aggregate amortization expense for our
 intangible assets recorded as at December 31, 2007, for
each of the five succeeding years ending December 31, 
is as follows:

The carrying amount of goodwill by reportable segment as
at December 31, 2007 and 2006 was as follows:

For more information, see Note 28.

€ millions Thereof Thereof
additions in additions in

Segment 12/31/2007 2007 12/31/2006 2006

Product 974 430 618 350

Consulting 409 76 340 40

Training 40 14 29 17

Total 1,423 520 987 407

€ millions

2008 96

2009 96

2010 71

2011 49

2012 36

Thereafter 55
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(17) Property, Plant, and Equipment

The additions and disposals in other property, plant, and
equipment relate primarily to the renewal and purchase of
computer hardware and cars acquired in the normal
course of business.

Interest capitalized was not material in any period presented.

During 2007, 2006, and 2005, depreciation expense for
Property, plant, and equipment was €179 million, €156
million, and €158 million, respectively. The majority of
 depreciation expense for all years presented related to
 assets classified as other property, plant, and equipment.

€ millions Land, leasehold 
improvements,
and buildings, Advance

including Other property, payments and
buildings on plant, and construction 

third-party land equipment in progress Total

Purchase cost

1/1/2007 975 1,099 109 2,183

Exchange rate differences – 22 – 15 – 2 – 39

Additions 82 244 16 342

Retirements/disposals – 10 – 120 0 – 130

Reclassifications to Assets held for sale 0 – 3 0 – 3

Reclassifications 83 8 – 91 0

12/31/2007 1,108 1,213 32 2,353

Accumulated depreciation

1/1/2007 296 681 0 977

Exchange rate differences – 7 – 8 0 – 15

Additions 32 147 0 179

Retirements/disposals – 10 – 92 0 – 102

Reclassifications to Assets held for sale 0 – 2 0 – 2

12/31/2007 311 726 0 1,037

Carrying value 12/31/2007 797 487 32 1,316

Purchase cost

1/1/2006 955 1,046 43 2,044

Exchange rate differences – 24 – 19 – 1 – 44

Additions 33 191 92 316

Retirements/disposals – 12 – 121 0 – 133

Reclassifications 23 2 – 25 0

12/31/2006 975 1,099 109 2,183

Accumulated depreciation

1/1/2006 287 662 0 949

Exchange rate differences – 8 – 12 0 – 20

Additions 28 128 0 156

Retirements/disposals – 11 – 97 0 – 108

12/31/2006 296 681 0 977

Carrying value 12/31/2006 679 418 109 1,206
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(18) Accounts Payable and Other Liabilities

Within the acquisition process and with the finalization of
the squeeze-out, the facility has been voluntarily reduced
to an amount of EUR 2.95 billion which corresponds to the
drawdown on the facility as at February 18, 2008.

Additionally, as at December 31, 2007, and 2006, SAP
AG had available lines of credit totaling €599 million and
€599 million, respectively. As at December 31, 2007 and
2006, there were no borrowings outstanding under these
lines of credit. 

As at December 31, 2007 and 2006, certain subsidiaries
had lines of credit available that allowed them to borrow 
in local currencies at prevailing interest rates up to €44
million and €109 million, respectively. Total aggregate bor-
rowings under these lines of credit, which are guaranteed
by SAP AG, amounted to €27 million as at December 31,
2007, and €26 million as at December 31, 2006.

Accounts payable and Other liabilities classified on due
dates as at December 31 were as follows:

Liabilities are unsecured, except for the retention of title
and similar rights which are customary in our industry.
 Effective interest rates of bank loans were 8.03% in 2007,
8.08% in 2006, and 7.22% in 2005.

As at November 5, 2004, SAP AG entered into a €1 billion
syndicated revolving credit facility agreement with an initial
term of five years. The use of the facility is not restricted
by any financial covenants. Borrowings under the facility
bear interest of EURIBOR or LIBOR for the respective cur-
rency plus a margin ranging from 0.20% to 0.25% depend-
ing on the amount drawn. We are also required to pay a
commitment fee of 0.07% per annum on the unused avail-
able credit. As at December 31, 2007, and 2006, there
were no borrowings outstanding under the facility. 

As at October 1, 2007, SAP AG entered into a €5 billion
credit facility agreement (subsequently reduced to €4.45
billion as at December 31, 2007) with Deutsche Bank AG
maturing on December 31, 2009. The credit facility was
entered into in connection with the acquisition of Business
Objects S.A. Initially the credit facility served as a bank
guarantee to back up the tender offer. The use of the facili-
ty is not restricted by any financial covenants. Borrowings
under the facility bear interest of EURIBOR plus a margin
ranging from 0.25% to 0.30% depending on the amount
drawn. We are also required to pay a commitment fee of
0.075% per annum on the unused available credit. As at
December 31, 2007, there were no borrowings outstand-
ing under the facility.

€ millions Term less Term between Term more Balance on Balance on
than 1 year 1 and 5 years than 5 years 12/31/2007 12/31/2006

Payables to suppliers 688 6 0 694 581

Advanced payments received 27 4 0 31 63

715 10 0 725 644

Other employee-related liabilities 1,060 6 49 1,115 999

Other taxes 262 0 0 262 220

Other financial liabilities 57 4 0 61 40

Other liabilities 52 11 7 70 86

Bank loans and overdraft 25 2 0 27 26

1,456 23 56 1,535 1,371

2,171 33 56 2,260 2,015
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(19) Provisions
Provisions based on due dates as at December 31 were
as follows:

a) Pension Plans and Similar Obligations
We maintain several defined benefit and defined contribu-
tion plans for our employees in Germany and at our foreign
subsidiaries, which provide for old age, disability, and sur-
vivors’ benefits. We also have several immaterial foreign
termination indemnity plans that meet the criteria of de-
fined benefit plans included in foreign benefit plans. The
measurement dates for the domestic and foreign benefit
plans are December 31. Individual benefit plans have also
been established for members of the Executive Board. 

The accrued liabilities on the balance sheet for pensions
and other similar obligations on December 31 consist of
the following:

The increase in total provisions for pension plans mainly
result from an increase in employee financed plans. The
related insurance contracts held by us resulted in an
 increase in Other assets by the same amount. For more
information about our employee-financed pension plans,
see the further information below.

We adopted the recognition and disclosure requirements
of SFAS 158 as at December 31, 2006. SFAS 158
 requires recognition of the funded status of our defined
benefit pension plan in the balance sheet and also requires
recognition as a component of Other comprehensive
 income (loss), net of tax, of the gains or losses and prior
service costs or credits that arise during the period but
are not recognized as components of net periodic benefit
cost.

The Consolidated Balance Sheets include the following
significant components related to defined benefit pension
plans as at December 31, 2007, and 2006:

€ millions 2007 2006

Present value of funded benefit obligations – 306 – 297

Present value of unfunded benefit obligations – 25 – 19

Total present value of benefit obligations – 331 – 316

Fair value of plan assets 347 321

Net amount recognized 16 5

Pension liability (unfunded or underfunded) – 40 – 41

– thereof principal pension benefit liability – 39 – 41

– thereof insignificant pension benefit liability – 1 0

Prepaid pension asset (overfunded) 56 46

– thereof principal prepaid pension asset 55 45

– thereof insignificant prepaid pension asset 1 1

– thereof pension cost recognized in 
Accumulated other comprehensive income 29 28

€ millions 2007 2006

Domestic benefit plans 2 8

Foreign benefit plans 38 33

Total defined benefit plans 40 41

Employee financed plans 236 191

Total pension plans 276 232

€ millions 2007 2006

Current Non-current Total Current Non-current Total

Pension plans and similar obligations 
(see Note 19a) 1 275 276 1 231 232

Other obligations (see Note 19b) 153 94 247 162 108 270

154 369 523 163 339 502
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Defined Benefit Pension Plans and Similar Obligations
Our domestic defined benefit plans provide participants
with pension benefits that are based on the length of
 service and compensation of employees.

Foreign defined benefit plans provide participants with
pension benefits that are based on compensation levels,
age, and length of service.

Certain of our foreign subsidiaries are required to provide
to their employees termination indemnity benefits regard-
less of the reason for termination (retirement, voluntary or
involuntary). We treat these plans as defined benefit plans
if the substance of the post-employment plan is a pension
type arrangement. Most of these arrangements provide
the employee with a one-time payout based on compensa-
tion levels, age, and years of service on termination,
 regardless of the reason (retirement, voluntary or involun-
tary).

The following table presents the change in the present
 value of the defined benefit obligations and the fair value
of the plan assets with a reconciliation of the funded
 status to net amounts recognized:

€ millions Domestic plans Foreign plans Total

2007 2006 2007 2006 2007 2006

Change in benefit obligation

Benefit obligation at beginning of year 41 43 275 257 316 300

Additional plans included in pension disclosure 0 1 7 5 7 6

Service cost 0 0 38 36 38 36

Interest cost 1 2 11 10 12 12

Employee contributions 0 0 3 3 3 3

Benefits paid – 1 – 1 – 15 – 7 – 16 – 8

Actuarial loss/gain – 4 – 4 0 – 5 – 4 – 9

Curtailments/Settlements 0 0 – 5 0 – 5 0

Other changes 1 0 0 1 1 1

Foreign currency exchange rates 0 0 – 21 – 25 – 21 – 25

Benefit obligation at year end 38 41 293 275 331 316

Change in plan assets

Fair value of plan assets at beginning of year 33 29 288 242 321 271

Additional plans included in pension disclosure 0 0 0 5 0 5

Actual return on plan assets 2 2 11 27 13 29

Employer contributions 2 3 53 42 55 45

Employee contributions – 1 0 3 3 2 3

Benefits paid 0 – 1 – 13 – 7 – 13 – 8

Curtailments/Settlements 0 0 – 4 0 – 4 0

Foreign currency exchange rates 0 0 – 27 – 24 – 27 – 24

Fair value of plan assets at year end 36 33 311 288 347 321

Funded status at year end – 2 – 8 18 13 16 5

Amounts recognized in the Consolidated Balance Sheets:

Noncurrent pension assets 0 0 55 45 55 45

Accrued benefit liability (current) 0 0 – 1 – 1 – 1 – 1

Accrued benefit liability (noncurrent) – 2 – 8 – 36 – 31 – 38 – 39

– 2 – 8 18 13 16 5
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The following weighted average assumptions were used
for the actuarial valuation of our domestic and foreign
 pension liabilities as at the respective measurement date:

The components of our net periodic benefit cost and other
amounts recognized in other comprehensive income for
the years ending December 31 were as follows:

€ millions Domestic plans Foreign plans Total

2007 2006 2005 2007 2006 2005 2007 2006 2005

Service cost 0 0 0 38 36 30 38 36 30

Interest cost 1 2 2 11 10 9 12 12 11

Expected return on plan assets – 1 – 1 – 2 – 21 – 17 – 14 – 22 – 18 – 16

Amortization of prior service cost 0 0 1 0 0 0 0 0 1

Amortization of net loss 1 2 0 0 1 0 1 3 0

Net periodic benefit cost 1 3 1 28 30 25 29 33 26

Other changes in plan assets and 
benefit obligations recognized in 
other comprehensive income

Initial net transition obligation 0 0 – 0 2 – 0 2 – 

Net gain/loss – 4 10 – 6 16 – 2 26 – 

Amortization of net loss – 1 0 – 0 0 – – 1 0 – 

Total recognized in 
other comprehensive income – 5 10 – 6 18 – 1 28 –

Total pension cost – 4 13 1 34 48 25 30 61 26

% Domestic plans Foreign plans

2007 2006 2005 2007 2006 2005

Discount rate 5.5 4.5 4.0 5.0 4.4 4.2

Rate of compensation increase 2–5 2–5 2–7 5.0 4.6 4.9
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The expected return assumptions for our foreign plan
 assets are based on weighted average expected long-term
rates of return for each asset class which are estimated
based on factors such as historical return patterns for
each asset class and forecasts for inflation. We review his-
torical return patterns and other relevant financial factors
for appropriateness and reasonableness and make modifi-
cations to eliminate certain effects when considered
 necessary. For example, the excessive returns on equity
securities in the late 1990s were given less weight in the
expected return on plan assets assumption than were 
the more moderate returns before and since then. The as-
sumed discount rates are derived from rates available on
investment grade fixed-income investments for which the
timing and amounts of payments match the timing and

Amounts not yet recognized as a component of net peri-
odic pension cost that are included in Accumulated other
comprehensive income: 

The actuaries relied on the following principal actuarial as-
sumptions (expressed as weighted averages for our for-
eign and other post-employment benefit plans) for 2007,
2006, and 2005 to calculate the net periodic benefit costs:

Additional Information on Estimated Recognition of
 Components of Net Periodic Benefit Costs and Other
Amounts Recognized in Other Comprehensive Income 

We estimate that the effect from an amortization of prior
service cost, unrecognized transition assets or actuarial
gains and losses of our defined benefit plans from Accu-
mulated other comprehensive income into net periodic
benefit cost will not be significant for the next fiscal year.

Pension Assets
Our investment strategy on domestic benefit plans is to
 invest all contributions in stable insurance policies. The
 expected rate of return on plan assets for our domestic
benefit plans is calculated by reference to the expected
 returns achievable on the insured policies given the ex-
pected asset mix of the policies. The assumed discount
rates are derived from rates available on high-quality 
fixed-income investments for which the timing and amounts
of payments match the timing and the amounts of our
 projected pension payments.

% Domestic plans Foreign plans

2007 2006 2005 2007 2006 2005

Discount rate 4.5 4.0 5.0 4.4 4.2 4.5

Expected return on plan assets 4.0 4.3 5.5 7.0 6.9 6.9

Rate of compensation increase 2 to 5 2 to 5 2 to 7 5.0 4.5 5.0

€ millions Domestic plans Foreign plans Total

2007 2006 2007 2006 2007 2006

Initial net transition obligation 0 0 2 2 2 2

Prior service cost 0 0 0 0 0 0

Net loss 5 10 22 16 27 26

Total unrecognized pension cost 5 10 24 18 29 28
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amounts of our projected pension payments. Our foreign
benefit plan asset allocation as at December 31, 2007,
and our target asset allocation, is as follows:

The investment strategies for foreign benefit plans vary
 according to the conditions of the country in which the
benefit plans are maintained. Generally, a long-term invest-
ment horizon has been adopted for all major foreign bene-
fit plans. Our policy is to invest in a risk-diversified portfolio
consisting of a mix of assets within the target asset  allo -
cation range presented above.

Additional Information on Funded Status for Domestic
and Foreign Plans

The projected benefit obligation, accumulated benefit 
obligation, and fair value of plan assets for our domestic
and foreign defined benefit pension plans as well as post
employment benefit plans with accumulated benefit
 obligations in excess of plan assets are as follows:

Expected Future Contributions and Benefits
Our expected contribution in 2008 is €2 million for domes-
tic defined benefit plans and €5 million for foreign defined
benefit and post-employment benefit plans, all of which is
expected to be paid as cash contributions.

The estimated future pension benefits to be paid over the
next 10 years by domestic and foreign benefit plans for the
years ending December 31 are as follows:

€ millions Domestic Foreign
plans plans Total

2008 1 12 13

2009 1 13 14

2010 2 15 17

2011 2 17 19

2012 2 19 21

2013 to 2017 12 129 141

€ millions Domestic Foreign
plans plans Total

2007

Projected benefit obligation 38 114 152

Accumulated benefit obligation 38 106 144

Fair value of plan assets 36 84 120

Underfunding of accumulated 
benefit obligation 2 22 24

2006

Projected benefit obligation 41 109 150

Accumulated benefit obligation 40 101 141

Fair value of plan assets 33 77 110

Underfunding of accumulated 
benefit obligation 7 24 31

% Foreign pension plans and other 
post-employment obligations

Actual Actual
Target asset allocation of Target asset allocation of

allocation plan assets allocation plan assets
for 2008 in 2007 for 2007 in 2006

Asset category

Equity 55 54 55 58

Fixed income 35 36 41 40

Real estate 3 1 3 1

Insurance policies 5 6 0 0

Other 2 3 1 1

Total 100 100 100 100
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Defined Contribution Pension Plans
We maintain domestic and foreign defined contribution
plans. Amounts contributed by the Company under such
plans are based on a percentage of the employees’ salary
or the amount of contributions made by employees. The
costs associated with defined contribution plans were 
€93 million, €92 million, and €82 million in 2007, 2006,
and 2005 respectively.

Employee-Financed Pension Plan
In Germany we maintain an unqualified employee-financed
pension plan, whereby employees may contribute a limited
portion of their salary. We purchase and hold guaranteed
fixed rate insurance contracts, which are recorded in Other
assets (see Note 15) and are equal to the obligations un-
der the plan (€236 million and €191 million on December
31, 2007, and 2006, respectively).

b) Other Obligations
Other obligations as at December 31 were as follows:

Obligations related to share-based compensation pro-
grams comprise the obligations for our cash-settled 
share-based compensation programs which are the STAR
programs, the Incentive 2010 program and the SAP Stock
Option Plan 2007 (“SAP SOP 2007”). For a detailed
 description of our share-based compensation programs
see Note 27. 

Other employee-related obligations primarily comprise
 provisions for time credits, severance payments under 
ongoing post-employment benefit plans in accordance with
SFAS 112, Employers’ Accounting for Postemployment
Benefits (“SFAS 112”), jubilee expenses, and semiretire-
ment.

€ millions 2007 2006

Current Noncurrent Total Current Noncurrent Total

Employee-related obligations

Obligations related to share-based 
compensation programs 60 38 98 83 51 134

Other employee-related obligations 56 46 102 46 47 93

Customer-related obligations 28 0 28 26 0 26

Restructuring obligations 1 2 3 2 4 6

Warranty obligations 3 0 3 3 0 3

Other obligations 5 8 13 2 6 8

153 94 247 162 108 270
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Warranty and service obligations represent estimated
 future warranty obligations and other minor routine items
provided under our support contracts. We generally pro-
vide a six to 12 month warranty on our software classified
as current obligations. We determine the warranty accrual
based on the historical average cost of fulfilling our obliga-
tions under these commitments. Changes in the warranty
accruals in 2007 and 2006 are summarized below:

Restructuring activities include mainly contract termination
and similar restructuring costs for unused lease space.
We account for our restructuring activities in accordance
with SFAS 146, Accounting for Costs Associated with Exit
and Disposal Activities (“SAFS 146”). Our provision for
unused lease space relates to costs that we will continue
to incur for vacated space under various operating lease
contracts that will have no future economic benefit. Sever-
ance payments for restructuring relate to a termination
benefit plan in conjunction with a one-time event.

The following table presents the beginning and ending
 balances along with additions and deductions incurred:

Other obligations relate mainly to renovation and asset re-
tirement obligations. We record the present value of these
obligations in the period in which the obligation is incurred.

€ millions Severance
Unused payments

lease for re-
space structuring Total

1/1/2007 5 1 6

Additions 1 0 1

Utilization – 2 – 1 – 3

Release – 1 0 – 1

12/31/2007 3 0 3

– thereof current 1 0 1

– thereof noncurrent 2 0 2

1/1/2006 8 2 10

Additions 3 2 5

Utilization – 3 – 1 – 4

Release – 3 – 2 – 5

12/31/2006 5 1 6

– thereof current 2 0 2

– thereof noncurrent 3 1 4

1/1/2005 11 6 17

Additions 2 4 6

Utilization – 4 – 5 – 9

Release – 2 – 3 – 5

Currency 1 0 1

12/31/2005 8 2 10

– thereof current 2 2 4

– thereof noncurrent 6 0 6

€ millions 2007 2006

Balance as at 1/1 3 3

Additions 3 3

Utilization 3 3

Release 0 0

Balance as at 12/31 3 3
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(20) Shareholders’ Equity

Common Stock
As at December 31, 2007, the capital stock of SAP AG
consisted of 1,246,258,408 (2006: 1,267,537,248) shares
of no-par common stock (including treasury stock), with a
calculated nominal value of €1 per share.

The number of common shares decreased by 23,000,000
shares (corresponding to €23,000,000) in 2007 due to
cancellation of shares in treasury stock, partially offset by
an increase of 1,721,160 shares (corresponding to
€1,721,160) as a result of the exercise of awards granted
under certain share-based payment plans. In 2006 the
number of Common stock increased by 950,652,936 (cor-
responding to €950,652,936) with the issuance of bonus
shares at a 1-to-3 ratio under a capital increase from cor-
porate funds and by 426,491 (corresponding to €426,491)
as a result of the exercise of awards granted under certain
share-based payment plans. 

Shareholdings in SAP AG as at December 31, 2007, were
as follows: 

Authorized Capital
The Articles of Incorporation authorize the Executive
Board of SAP AG (the “Executive Board”) to increase the
Common stock:
• Up to a total amount of €60 million through the issuance

of new common shares in return for contributions in
cash until May 11, 2010 (“Authorized Capital I”). The
 issuance is subject to the statutory subscription rights 
of existing shareholders.

• Up to a total amount of €180 million through the is-
suance of new common shares in return for contribu-
tions in cash until May 8, 2011 (“Authorized Capital Ia”).
The issuance is subject to the statutory subscription
rights of existing shareholders.

• Up to a total amount of €60 million through the issuance
of new common shares in return for contributions in
cash or in kind until May 11, 2010 (“Authorized Capital
II”). This capital increase could also be executed as a
 result of a business combination. Subject to certain pre-
conditions and the consent of the Supervisory Board,
the Executive Board is authorized to exclude the share-
holders’ statutory subscription rights.

• Up to a total amount of €180 million through the is-
suance of new common shares in return for contribu-
tions in cash or in kind until May 8, 2011 (“Authorized
Capital IIa”). This capital increase could also be execut-
ed as a result of a business combination. Subject to
certain preconditions and the consent of the Supervisory
Board, the Executive Board is authorized to exclude the
shareholders’ statutory subscription rights.

No authorization to increase Common stock was exer-
cised in fiscal year 2007.

2007 2006

Percent of Percent of
Number common Number common 

of shares stock of shares stock

(000) % (000) %

Hasso Plattner GmbH & 
Co. Beteiligungs-KG 113,719 9.1 113,719 9.0

Dietmar Hopp Stiftung 
GmbH 109,869 8.8 109,869 8.7

Klaus Tschira Stiftung 
gGmbH 78,474 6.3 67,472 5.3

Dr. h.c. Tschira Beteili-
gungs GmbH & Co. KG 32,831 2.6 63,331 5.0

Hasso Plattner 
Förderstiftung gGmbH 15,245 1.2 16,062 1.2

DH-Besitzgesellschaft 
mbH & Co. KG1) 6,404 0.5 10,200 0.8

Dr. h.c. Tschira and wife 3,178 0.3 2,000 0.2

Treasury stock 48,065 3.9 49,251 3.9

Free float 838,473 67.3 835,633 65.9

1,246,258 100.0 1,267,537 100.0

1) DH-Besitzgesellschaft mbH & Co. KG is wholly owned by Dietmar Hopp.
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Contingent Capital
SAP AG’s common stock is subject to a contingent in-
crease of common shares. The contingent increase may
be affected only to the extent that the holders of the
 convertible bonds and stock options that were issued by
SAP AG under certain share-based payment plans (see
Note 27) exercise their conversion or subscription rights.
The following table provides a summary of the changes in
contingent capital for 2007 and 2006:

The increase in contingent capital by €83 million in 2006
reflects the issuance of bonus shares at a 1-to-3 ratio
 under the capital increase described above which resulted
in an increase of the contingent capital in the same  pro -
portion by operation of law.

Treasury Stock
By resolution of SAP AG’s Annual General Meeting of
Shareholders held on May 10, 2007, the Executive Board
of SAP AG was authorized to acquire, on or before Octo-
ber 31, 2008, up to 120 million shares in the Company 
on the condition that such share purchases, together with
any previously acquired shares, do not account for more
than 10% of SAP AG’s Common stock. Although Treasury
stock is legally considered outstanding, there are no divi-
dend or voting rights associated with shares held in treas-
ury. We may redeem or resell shares held in treasury or
may use Treasury stock for the purpose of servicing sub-
scription rights and conversion rights under the Company’s
share-based payment plans. Also, we may use the shares
held in treasury as consideration in connection with the
 acquisition of other companies. 

As at December 31, 2007, we had acquired 48 million
(2006: 49 million) of our own shares, representing €48 mil-
lion (2006: €49 million) or 3.9% (2006: 3.9%) of Common
stock. In 2007, 27 million (2006: 28 million) shares in
 aggregate were acquired under the buyback program at 
an average price of approximately €36.85 (2006: €40.97)
per share, representing €27 million (2006: €28 million) or
2.2% (2006: 2.2%) of Common stock. We transferred 5
million shares to employees during the year (2006: 1 mil-
lion shares) at an average price of €28.13 (2006: €29.83)
per share and we reduced the number of common shares
by 23 million shares (corresponding to €23 million) due 
to cancellation of shares in Treasury stock. The Company
purchased no SAP American Depositary Receipts
(“ADRs”) in 2007. (Each ADR represents one common
share of SAP AG). The Company held no SAP ADRs as at
December 31, 2007 and 2006, respectively.

€ millions Contingent
capital

1/1/2006 53

Exercise – 1

New authorized 100

Increase in consequence of capital increase 83

Reduction/cancellation – 25

12/31/2006 210

Exercise – 1

New authorized 0

Reduction/cancellation 0

12/31/2007 209
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Accumulated Other Comprehensive Income/Loss
Accumulated other comprehensive income/loss consisted
of the following as at December 31:

Currency translation adjustments comprise all foreign
 currency differences arising from the translation of the
 financial statements of foreign operations. We corrected
as at January 1, 2005 an immaterial error related to the
deconsolidation of two equity investments in years prior to
2005, resulting in a decrease in Additional paid-in capital
and  Retained earnings by €20 million and €6 million and to
increase Accumulated other comprehensive income by
€26 million.

Unrealized gains and losses on securities represent the
net cumulative change between fair value and cost for
available-for-sale financial assets since the respective
 acquisition date.

Unrecognized pension costs comprise actuarial gains and
losses relating to defined benefit pension plans and similar
obligations.

Gains and losses on foreign currency cash flow hedges
comprise the net change in fair value of foreign currency
cash flow hedges related to hedged transactions that have
not impacted earnings, less the component of the financial
instrument’s gain or loss that was excluded from the
 assessment of hedge effectiveness.

Gains and losses on STAR hedges comprise the net change
in fair value of cash flow hedging instruments associated
with the unrecognized portion of nonvested STARs (see
Note 25).

Currency effects from intercompany long-term invest-
ments related to intercompany foreign currency transac-
tions that are of a long-term investment nature. 

Miscellaneous
Under the German Stock Corporation Act (Aktiengesetz),
the amount of dividends available for distribution to SAP
AG´s shareholders is based on the earnings of SAP AG 
as reported in its statutory financial statements which are
determined under the accounting rules stipulated by the
German Commercial Code (Handelsgesetzbuch). For the
year ending December 31, 2007, the Executive Board and
the Supervisory Board of SAP AG propose a dividend
 distribution in 2008 of €0.50 per share.

Dividends per share for 2006 and 2005 were €0.46 and
€0.36, respectively, and were paid in the immediately suc-
ceeding year in each case.

€ millions Currency
Unrealized effects from

Currency gains/losses Gains/losses on intercompany Total other
translation on marketable Unrecognized foreign currency Gains/losses on long-term components

adjustments securities pension costs cash flow hedges STAR hedge investments of equity

1/1/2005 – 296 8 – 11 13 9 – 2 – 279

Current-period change, 
net of tax 121 3 1 – 22 42 43 188

12/31/2005 – 175 11 – 10 – 9 51 41 – 91

Current-period change, 
net of tax – 149 – 7 – 10 20 – 48 – 26 – 220

12/31/2006 – 324 4 – 20 11 3 15 – 311

Current-period change, 
net of tax – 194 – 3 0 10 – 12 – 5 – 204

12/31/2007 – 518 1 – 20 21 – 9 10 – 515
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D. Additional Information

(21) Supplemental Cash Flow Information
Interest paid in 2007, 2006, and 2005 amounted to €6
 million, €4 million and €4 million, respectively, while inter-
est received in 2007, 2006 and 2005 amounted to €142
million, €124 million and €94 million, respectively. Income
taxes paid in fiscal years 2007, 2006, and 2005, net of
 refunds, was €811 million, €866 million, and €976 million,
respectively.

All of the items above are classified as cash flows from
 operating activities.

Our investing cash flows include high volumes from the
purchase and sale of investments. The activities reflected
in these line items include the purchase and sale of mar-
ketable and other available-for-sale securities.

(22) Contingent Liabilities 
In the normal course of business, we usually indemnify our
customers against liabilities arising from a claim that our
software products infringe a third party’s patent, copyright,
trade secret, or other proprietary rights. To date, we have
not incurred any material loss as a result of such indemnifi-
cation and have not recorded any material liabilities related
to such obligations in the Consolidated Financial State-
ments.

We occasionally grant function or performance guarantees
in routine consulting contracts or development arrange-
ments. Also, our software license agreements generally
include a clause guaranteeing that the software substan-
tially conforms to the specifications as described in appli-
cable documentation for a period of six to 12 months from
delivery. Our product and service warranty liability, which
is measured based on historical experience and evalua-
tion, is included in Provisions (see Note 19b).

For contingent liabilities related to litigations, see Note 24.

As at December 31, 2007 and 2006, no guarantees were
provided for the performance or financial obligations of
third parties. 

(23) Other Financial Commitments
Other financial commitments amounted to €850 million,
€849 million and €805 million as at December 31, 2007,
2006, and 2005, respectively, and primarily comprise
 commitments under rental and operating leases of €649
million, €657 million and €687 million as at December 31,
2007, 2006, and 2005, respectively. Those commitments
relate primarily to the lease of office space, cars, and
 office equipment. As at December 31, 2007, the future
minimum sublease payments expected to be received was
€16 million. In  addition, financial commitments existed in
the form of purchase commitments totaling €97 million in
2007 (€74 million in 2006 and €79 million in 2005). These
commitments relate primarily to construction on new and

existing facilities, office equipment and car purchase com-
mitments. The remaining commitments totaling €104 mil-
lion in 2007 (€118 million in 2006 and €39 million in 2005)
relate to various other third party agreements. Historically,
the  majority of such purchase commitments have been
 realized. For financial commitments related to our pension
plans, see Note 19a.
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Commitments under operating lease contracts and pur-
chase obligations as at December 31, 2007 were as
 follows:

Rent expense was €209 million, €181 million, and €164
million for the years 2007, 2006, and 2005, respectively.

The recognized assets and related liabilities of our capital
lease contracts were not material in 2007 or 2006. Addi-
tionally, for our capital lease contracts no contingent rents
were recognized as an expense and no sublease agree-
ments existed.

(24) Litigation and Claims

Intellectual Property Litigation
In September 2006, U.S.-based i2 Technologies US, Inc.
and i2 Technologies, Inc. (i2) instituted legal proceedings
in the United States against SAP. i2 alleges that SAP’s
products and services infringe one or more of the claims
in each of seven patents held by i2. In its complaint, i2
seeks unspecified monetary damages and permanent in-
junctive relief. SAP submitted its answer to the complaint
in December 2006. The trial has been scheduled for
 November 2008.

In October 2006, U.S.-based Sky Technologies LLC (Sky)
instituted legal proceedings in the United States against
SAP and Oracle. Sky alleges that SAP’s products and
services infringe one or more of the claims in each of five
patents held by Sky. In its complaint, Sky seeks unspeci-
fied monetary damages and permanent injunctive relief.
SAP submitted its answer to the complaint in January
2007. The Markman hearing was held in June 2007. The
trial has been scheduled for October 2008.

In January 2007, German-based CSB-Systems AG (CSB)
instituted legal proceedings in Germany against SAP. CSB
alleges that SAP’s products and services infringe one or
more of the claims of a German patent and a German utility
model held by CSB. In its complaint, CSB has set the
amount in dispute at €1 million and is seeking permanent
injunctive relief. In these proceedings CSB is not preclud-
ed from requesting damages in excess of the amount in
dispute. In July 2007, SAP filed its response in the legal
proceedings including a nullity action and cancellation pro-
ceedings against the patent and utility model, respectively.

The infringement hearing has been re-scheduled for April
2009. Hearings for the nullity and cancellation proceedings
have not yet been scheduled.

In March 2007, U.S.-based Oracle Corporation and cer-
tain of its subsidiaries (‘’Oracle’’) instituted legal proceed-
ings in the United States against TomorrowNow, Inc. and
its parent company, SAP America, Inc. and SAP America’s
parent company SAP AG (“SAP”). Oracle filed an amend-
ed complaint in June 2007. As amended, the lawsuit
 alleges copyright infringement, violations of the Federal
Computer Fraud and Abuse Act and the California Com-
puter Data Access and Fraud Act, unfair competition,
 intentional and negligent interference with prospective
economic advantage, and civil conspiracy. The lawsuit al-
leges that SAP unlawfully copied and misappropriated pro-
prietary, copyrighted software products and other  con -
fidential materials developed by Oracle to service its own
customers. The lawsuit seeks injunctive relief and unspeci-
fied monetary damages including punitive damages. In July
2007, SAP and TomorrowNow filed their answer. The trial
has been scheduled for February 2009. Additionally, in
June 2007, SAP became aware that the United States
 Department of Justice had opened an investigation con-
cerning related issues and had issued subpoenas to SAP
and TomorrowNow; SAP and TomorrowNow are cooperat-
ing with the investigation and are responding to the original
subpoenas and additional subpoenas issued by the
 Department of Justice.

€ millions Purchase
Operating commit-

leases ments

Due 2008 157 137

Due 2009 119 29

Due 2010 98 19

Due 2011 80 10

Due 2012 58 2

Due thereafter 137 4



174 SAP Annual Report 2007 – Financial Information 

In April 2007, U.S.-based Disc Link Corporation (Disc Link)
instituted legal proceedings in the United States against
SAP and 27 other defendants. Disc Link alleges that
SAP’s products infringe one or more of the claims of a
 single patent held by Disc Link. SAP and Disc Link have
resolved this dispute for an amount immaterial to SAP’s
business, financial position, results of operations, and
cash flows.

In April 2007, U.S.-based Versata Software, Inc. (formerly
Trilogy Software, Inc.) (Versata) instituted legal proceed-
ings in the United States against SAP. Versata alleges that
SAP’s products and services infringe one or more of the
claims in each of five patents held by Versata. In its com-
plaint, Versata seeks unspecified monetary damages and
permanent injunctive relief. SAP submitted its answer to
the complaint in July 2007. The trial has been scheduled
for August 2009.

In June 2007, SAP initiated legal proceedings, in the form
of a declaratory judgment action, against U.S.-based
Emergis Technologies (Emergis) in the United States. In
the Declaratory Judgment action, SAP seeks a declaration
by the court that an Emergis patent is invalid and unen-
forceable, and that SAP’s products and services do not
 infringe one or more of the claims of the patent held by
Emergis. SAP and Emergis have resolved this dispute for
an amount that is immaterial to SAP’s Consolidated Finan-
cial Statements.

In August 2007, U.S.-based elcommerce.com, Inc. (elcom-
merce) instituted legal proceedings in the United States
against SAP. elcommerce alleges that SAP’s products and
services infringe one or more of the claims in one patent
held by elcommerce. In its complaint, elcommerce seeks
unspecified monetary damages and permanent injunctive
relief. SAP submitted its answer to the complaint in
 December 2007. A trial date has not yet been set.

In August 2007, SAP instituted legal proceedings in the
United States against i2. SAP alleges that i2’s products
 infringe one or more of the claims in each of two patents
held by SAP. In its complaint, SAP seeks unspecified mon-
etary damages and permanent injunctive relief. i2 submit-
ted its answer to the complaint in October 2007. In March
2008, SAP requested permission from the Court to amend
its complaint and add a third patent to the proceedings.
The trial has been scheduled for March 2009.

In November 2007, U.S.-based Diagnostic Systems Corp.
(DSC) instituted legal proceedings in the United States
against SAP and several other defendants. DSC alleges
that SAP’s products and services infringe one or more of
the claims in one patent held by DSC. In its complaint,
DSC seeks unspecified monetary damages and permanent
injunctive relief. SAP submitted its answer to the complaint
in December 2007. A trial date has not yet been set.

We will continue to vigorously defend against the claims.
We make a provision for a liability for such matters when 
it is both probable that a liability has been incurred and 
the amount of the loss can be reasonably estimated. We
currently believe that resolving these claims, individually or
in aggregate, will not have a material adverse effect on
SAP’s business, financial position, income, or cash flows.
Consequently, the provisions currently recorded for these
claims and suits are neither individually nor in aggregate
material to SAP. Any litigation, however, involves potential
risk and potentially significant litigation costs, and there-
fore there can be no assurance that these actions would
not have a material adverse effect on SAP’s business,
 financial position, income, or cash flows. Due to the inher-
ent uncertainties of the actions outlined above we current-
ly cannot make an estimate of the possible loss in case of
an unfavorable outcome.

Other Litigation
In October 2006, South African-based Systems Applica-
tions Consultants (PTY) Limited (Securinfo) informed us
that it had filed a lawsuit against SAP at the High Court of
South Africa alleging that SAP has breached a software
distribution agreement with Securinfo. In its complaint,
 Securinfo sought damages of approximately €496 million
and relief preventing SAP from breaching its agreement
with Securinfo. In May 2007 Securinfo has waived the
 action.
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In January 2008, U.S.-based Acorn Systems, Inc.
(“Acorn”) instituted legal proceedings in the United States
against SAP AG and SAP Global Marketing, Inc. (“SAP”).
Acorn filed an amended complaint in March 2008. As
amended, the lawsuit alleges breach of contract, fraud and
fraudulent inducement, negligent misrepresentation, mis-
appropriation of trade secrets, violations of the Texas Free
Enterprise and Antitrust Act of 1983, and unfair competi-
tion. The lawsuit seeks unspecified monetary damages,
 although Acorn alleges in the complaint that it has suffered
at least $116 million damages. In February 2008, SAP 
filed a response to the original complaint.

In March 2008, SAP instituted legal proceedings against
Acorn in the Commercial Court of Brussels asking the
Court to declare, inter alia, that SAP had not breached the
contract, SAP did not commit fraud and that SAP had not
misappropriated Acorn trade secrets.

We are also subject to a variety of other claims and suits
that arise from time to time in the ordinary course of 
our business. We make a provision for a liability for such
matters when it is both probable that a liability has been
 incurred and the amount of the loss can be reasonably
 estimated. We currently believe that resolving these
claims and suits, individually or in aggregate, will not have
a material adverse effect on SAP’s business, financial
 position, income, or cash flows. Consequently, the provi-
sions currently recorded for these claims and suits are
 neither individually nor in aggregate material to SAP. How-
ever, these matters are subject to inherent uncertainties
and our view of these matters may change in the future.

(25) Derivative Financial Instruments
We use derivative financial instruments in order to reduce
risks resulting from fluctuations in foreign-currency ex-
change rates, risks resulting from future cash flows
 associated with Stock Appreciation Rights (STARs) grant-
ed to employees and risks resulting from potential future
variability interest payments. The carrying amounts of our
derivative financial instruments were as follows:

Foreign Exchange Forward Contracts
As a globally active enterprise, we are subject to risks
 associated with fluctuations in foreign currencies in our 
ordinary operations. This includes foreign currency-denom-
inated receivables, payables, debt, and other balance
sheet positions as well as future cash flows resulting from
anticipated transactions including intragroup transactions. 

We manage our balance sheet exposure on a Group-wide
basis primarily using foreign exchange forward contracts.
The derivative financial instruments we use are usually not
designated as accounting hedges. 

We are also exposed to risks associated with anticipated
intercompany cash flows in foreign currencies resulting
from intercompany royalty payments. Most of SAP AG’s
subsidiaries have entered into license agreements with
SAP AG pursuant to which each subsidiary has acquired
the right to sublicense SAP AG software products to cus-
tomers within a specific territory. Under these license
agreements, the subsidiaries are generally required to pay

€ millions 2007 2006

Assets: 

Derivatives without a hedging relationship 60 15

– thereof forward exchange contracts 59 15

– thereof interest rate swaps 1 0

Derivatives with a hedging relationship 
(hedge accounting) 87 189

– thereof forward exchange contracts 29 18

– thereof call options (STAR hedge) 58 171

Liabilities:

Derivatives without a hedging relationship – 30 – 10

– thereof forward exchange contracts – 30 – 10

Derivatives with a hedging relationship 
(hedge accounting) – 1 – 2

– thereof forward exchange contracts – 1 – 2
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SAP AG a royalty equivalent to a percentage of the soft-
ware and support services fees charged by them to their
customers within 30 days following the end of the month
in which the subsidiary recognizes the revenue. These
 intercompany royalties payable to SAP AG are mostly de-
nominated in the respective subsidiaries’ local currency.
This leads to a centralization of the foreign currency risk
with SAP AG in Germany as the royalties are to be paid in
subsidiary’s local currency while the functional currency 
of SAP AG is the euro.

We enter into derivative instruments, primarily foreign
 exchange forward contracts, to hedge all significant antici-
pated cash flows in foreign currencies from foreign sub-
sidiaries. Specifically, these foreign exchange forward con-
tracts offset anticipated cash flows and existing intercom-
pany receivables relating to countries with significant oper-
ations, including the United States, the United Kingdom,
Japan, Switzerland, Canada, and Australia. We use foreign
exchange derivatives that have maturities of 15 months or
less, which may be rolled over to provide continuing cover-
age until the applicable royalties are received.

We believe that the use of foreign currency derivative
 financial instruments reduces the aforementioned risks
that arise from doing business in international markets. 
We hold such instruments for purposes other than trading.

Foreign exchange derivatives are recorded at fair value in
our Consolidated Balance Sheets. The fair value of foreign
exchange derivatives is the value we would receive or
have to pay if the derivatives were discontinued at the re-
porting date. It is calculated on the basis of the contracting
parties’ relevant exchange rates, the relevant current
 exchange rates and the respective interest rates. Gains or
losses on derivatives designated and qualifying as cash
flow hedges are recognized directly in equity less the com-
ponent of the financial instrument’s gain or loss that was
excluded from the assessment of hedge effectiveness, net
of tax, and removed from equity to profit and loss when
the underlying transaction affects earnings. When inter-
company accounts receivable resulting from royalties relat-
ed to software and software-related services related royal-
ties are recorded, the applicable gain or loss on the re-
spective derivative is reclassified from Other comprehen-
sive income to Other non-operating income/expense, net.

Going forward, any additional gains or losses relating to
that derivative are posted to Other non-operating income/
expense, net until the position is closed or the derivative
expires.

For the years ending December 31, 2007 and 2006, no
gains or losses were reclassified from Accumulated other
comprehensive income as a result of the discontinuance
of foreign currency cash flow hedges resulting from a de-
termination that it was probable that the original forecasted
transaction would not occur. We did not record any inef-
fec tiveness for these hedges for the fiscal years 2007 and
2006. However, we excluded differences between spot
and forward rates from the assessment of hedge effec-
tiveness and included this component of financial instru-
ments’ gain or loss in Other non-operating income/ex-
penses, net. It is estimated that €21 million of the net
gains recognized directly in equity on December 31, 2007
will be reclassified into earnings during fiscal year 2008. All
foreign exchange derivatives held as at December 31,
2007 have maturities of 15 months or less.

Foreign exchange derivatives entered into by us to offset
exposure to anticipated cash flows that do not meet the
requirements for applying hedge accounting are marked to
market at each reporting period with unrealized gains and
losses recognized in earnings.

STAR Hedges
We hedge certain anticipated cash flow exposures associ-
ated with unrecognized nonvested STARs (see Note 27)
through the purchase of derivative instruments from inde-
pendent financial institutions.

As at December 31, 2007 and 2006, the following deriva-
tive instruments were designated as hedges for the STAR
2006, and STAR 2005 programs, respectively.
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The terms of the derivative financial instruments are de-
signed to reflect the eight measurement dates and weight-
ing factors applicable to the STAR program, as described
in Note 27. The number of options expiring at each meas-
urement date, reflect the respective weighting factor of
that date. The payment date of each option reflects the
payout date of the STAR program that it hedges. Viewed
together, we will receive from the financial institution 100%
of the first €12.50 in appreciation of the SAP AG stock
price above the strike price of the STAR, 50% of the next
€12.50 appreciation of the SAP AG stock price above the
strike price of the STAR, and 25% of any additional appre-
ciation of the SAP AG stock price above the strike price 
of the STAR. The terms of these derivative financial instru-
ments require cash settlement, and there are no settle-
ment alternatives. These derivative financial instruments
are accounted for as Other assets on our Consolidated
Balance Sheets.

Since we adopted SFAS 123R at the beginning of 2006,
we have assessed hedge effectiveness by reference to
changes in the fair value of the STAR hedge instrument for
all new grants. The change in fair value attributable to the
nonvested portion is recorded in Other comprehensive
 income with the resulting deferred tax liability recorded

separately. The amount in Other comprehensive income 
is used to offset compensation expense on the STAR
 recognized over the vesting period. 

As at December 31, 2007, a net result of €0 million (2006:
a net gain of €7 million; 2005: a net loss of €66 million)
had been recorded in Financial income, net. Compensation
expense on our STAR plans has been increased by €19
million (2006: reduced by €72 million; 2005: reduced by
€59 million); Other comprehensive income decreased by
€12 million (2006: decreased by €48 million; 2005: in-
creased by €43 million), net of tax. For more information,
see Note 20.

For the years ending December 31, 2007 and 2006, no
gains or losses were reclassified from Accumulated other
comprehensive income as a result of the discontinuance
of STAR hedges because it was probable that the original
forecasted transaction would not occur. We estimate 
that €9 million of net losses included in Accumulated other
comprehensive income on December 31, 2007 will be
 reclassified into earnings during the next year.

Derivative Interest Rate Contracts
In order to finance the acquisition of Business Objects
S.A. SAP entered into a syndicated term loan facility. The
interest payments related to this syndicated term loan
 facility are determined by reference the EURIBOR. There-
fore the underlying arrangement is a floating interest rate
and subject to interest rate fluctuations.

In order to hedge for the cash flow risk resulting from the
variability in future interest payments related to the syndi-
cated term loan facility SAP AG entered into several con-
tingent interest rate payer swaps as well as contingent
 interest rate payer swaptions to partly hedge against the
risk of an increase in the EURIBOR. The volume of these
interest rate derivatives only covers a certain portion of
the total volume of the syndicated term loan facility.

These interest rate derivatives were contingent with regard
on the acquisition and under these contractual arrange-
ments would have been cancelled with no further obliga-
tion on SAP AG if the acquisition of Business Objects
S.A. had not been completed.

Due to the uncertainty of the acquisition and the resulting
loan the derivatives did not qualify for hedge accounting
treatment. As such the deal contingent interest rate payer
swaps and deal-contingent interest rate payer swaptions
were recorded at fair value and any changes in fair values
were charged to Finance income, net.

2007 Hedge of
12.0 million 2006 STARs

Strike
Buy/sell Options price in €

Buy 12,000,000 42.12

Sell 6,000,000 54.62

Sell 3,000,000 67.12

Fair value as at December 31, 2007:
€2 million

Hedge of
15.2 million 2005 STARs

Strike
Buy/sell Options price in €

Buy 15,200,000 30.47

Sell 7,600,000 42.97

Sell 3,800,000 55.47

Fair value as at December 31, 2007:
€56 million 

2006 Hedge of
12.0 million 2006 STARs

Strike
Buy/sell Options price in €

Buy 12,000,000 42.12

Sell 6,000,000 54.62

Sell 3,000,000 67.12

Fair value as at December 31, 2006:
€21 million 

Hedge of
15.2 million 2005 STARs

Strike
Buy/sell Options price in €

Buy 15,200,000 30.47

Sell 7,600,000 42.97

Sell 3,800,000 55.47

Fair value as at December 31, 2006:
€132 million 

Hedge of
12.0 million 2004 STARs

Strike
Buy/sell Options price in €

Buy 12,000,000 33.59

Sell 6,000,000 46.09

Sell 3,000,000 58.59

Fair value as at December 31, 2006:
€18 million
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(26) Financial Risk Management
We are exposed to various financial risks, including
changes in currency exchange rates, interest rates, equity
prices and the creditworthiness of our counterparties.

SAP manages and, if necessary hedges against Group-
wide credit, liquidity, interest, equity price and foreign
 exchange risks. Financial risk management is conducted
centrally and is regulated by internal guidelines.

Foreign Exchange Risk
As a global enterprise, we are subject to risks associated
with fluctuations in foreign currencies with regard to our
ordinary operations. This includes foreign currency-denom-
inated receivables, payables, debt, and other balance
sheet positions as well as future cash flows resulting from
anticipated transactions including intragroup transactions
as described in Note 25. 

We regularly quantify the risk positions from the exchange
rates of key currencies mentioned in Note 3 and Note 25,
using the value-at-risk (VAR) concept. VAR represents an
expected loss calculated by computing the exposures of
relevant unhedged foreign exchange positions to foreign
exchange risk factors. We calculate the expected loss of
income from foreign currency influences for an assumed
holding period of 10 days and a confidence level of 99%.
The following table shows the value-at-risk calculated on
the basis of unhedged foreign currency denominated bal-
ance sheet positions and forecasted inter-company license
payments at the end of the fiscal year and the yearly aver-
ages for fiscal years 2007 and 2006. The yearly averages
are calculated using the figures at the end of each of the
quarters.

Interest Rate Risk
Due to the short maturities of our investments and insignif-
icant financial liabilities, we did not have any significant inter-
est rate risk related to financial assets or financial liabilities
(see Note 13 and 18) in all years presented. The average
remaining maturity of our debt securities classified as non-
current is approximately 1.5 years. 

Due to the acquisition of Business Objects S.A. in early
2008, SAP will be exposed to cash flow risk resulting from
the variability in future interest payments related to the
syndicated term loan facility. For information about SAP’s
related hedging activities, see Note 25. 

Equity Price Risk
Our investments consist of securities in listed and non-
listed companies held for purposes other than trading. 
The equity investments in listed companies are monitored
based on the current market value, which is affected by
the volatility of stock markets worldwide. An assumed
20% decline in equity prices as at December 31, 2007
would reduce the value of our investments in marketable
securities by €1 million (2006: €3 million).

The equity investments in non-listed companies are moni-
tored individually. Those securities are recognized at cost,
because market values are generally not observable.
These cost-method investments are subject to an annual
impairment test.

Credit Risk
We are exposed to the risk of credit-related losses
through our operating and certain financing activities in the
event of nonperformance by counterparties to financial
 instruments. We manage this risk through diversification 
of our counterparties and use of counterparty credit limits
which are mainly based on the counterparty’s external
 rating. Following our internal guidelines for financial risk
management, we conduct all of our business related to
 financial investments with major financial institutions. This
approach is assured by detailed guidelines for the manage-
ment of financial risks. We do not have significant expo-
sure to any individual counterparty. 

€ millions 2007 2006

Yearly Yearly
12/31 average 12/31 average

Value at risk 12 14 4 9



SAP Annual Report 2007 – Financial Information 179

The credit risk of our operating business is managed sepa-
rately, mainly based on external ratings and our historical
experience with respective customers. Outstanding debts
are frequently monitored locally and credit risks are taken
into account through recognized impairments. Credit risk
exposures from individual customers are limited due to our
large customer base and its distribution across many
 different industries and countries worldwide. 

The maximum exposure to credit risk is limited to the
 carrying amounts of the financial assets. No significant
agreements reducing the maximum exposure to credit 
risk had been concluded as at the reporting date. 

Liquidity Risk
Liquidity risk results from the potential inability to meet
 financial obligations, such as payments to suppliers or
 employees. The Group-wide liquidity of SAP is generally
managed by our corporate treasury department. Apart
from working capital and cash management, SAP reduces
its liquidity risk by arranging credit facilities with various
 financial institutions.

SAP AG has a €1 billion syndicated credit facility with 
an international group of banks. We did not draw on the
 facility during the years presented and have no current
plans to do so. In addition, SAP AG had bilateral lines of
credit totaling €599 million and €599 million at the end 
of 2007 and 2006 respectively. Several subsidiaries in the
SAP Group have also arranged credit lines in their local
currency, which are guaranteed by SAP AG. We drew on
these lines of credit only to a very small extent. 

On October 1, 2007, SAP AG entered into a credit facility
agreement with Deutsche Bank AG with a maturity date 
of December 31, 2009. The credit facility was entered into
in connection with the acquisition of Business Objects S.A.
and amounted to €4.45 billion as at December 31, 2007.
Initially the credit facility served as a bank guarantee to
back up the tender offer. The use of the facility is not re-
stricted by any financial covenants (see Note 18 for further
details).

Fair Value of Financial Instruments
We utilize various types of financial instruments in the
 ordinary course of business. The carrying amounts and
fair values of our financial instruments were as follows,
 except trade receivables and payables where the carrying
amount approximates fair values:

€ millions 2007 2006

Carrying value Fair value Carrying value Fair value

Assets: 

Debt and equity securities 652 652 1,007 1,007

Cash and cash equivalents 1,608 1,608 2,399 2,399

Restricted cash 550 550 0 0

Time deposits 35 35 19 19

Loans 57 57 51 51

Derivatives

Forward exchange contracts 88 88 33 33

Call options (STAR hedge) 58 58 171 171

Other derivatives 1 1 0 0

Liabilities:

Bank loans and overdrafts – 27 – 27 – 26 – 26

Other financial liabilities (excluding derivatives) – 11 – 11 – 8 – 8

Derivatives

Forward exchange contracts – 31 – 31 – 12 – 12
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All financial instruments presented in the table above are
described in detail in Note 13, 15, and 18. The market
 values of these financial instruments are determined as
 follows:
• Debt and equity securities: The fair values of debt and

equity securities are based on available quoted market
prices, except that quoted market prices are not
 available for €69 million of equity securities at cost and 
€19 million of equity method investments, for which
there were no indication of impairment at December 31,
2007 or 2006.

• Cash and cash equivalents, Restricted cash, time de-
posits: Due to their short maturities, the book value of
cash and cash equivalents and time deposits approxi-
mates fair value.

• Loans, bank loans and overdrafts, other financial liabili-
ties: The fair values of loans to third parties, bank loans
and overdrafts and other financial liabilities are deter-
mined by discounting estimated cash flows using appro-
priate interest rates adjusted to reflect the inherent
 credit risk. Most loans to third parties, bank loans and
overdrafts are of a short term nature. Accordingly, the
net carrying values approximate their fair values.

• Non-interest-bearing or below market-rate employee
loans are discounted to their present value using the
prevailing interest rate the employee would have to pay
to a bank for a similar loan. 

• Derivatives: The fair value of forward foreign exchange
contracts is based on forward exchange rates. The fair
value of the derivatives entered into to hedge our STAR
programs and the fair values of our contingent derivative
interest rate contracts is based on market data that
 reflect current market expectations.

The fair values of financial assets and securities and of
 derivative financial instruments are determined for each
type of asset on an individual basis. 

(27) Share-Based Payment Plans
Our total compensation expense recorded in connection
with share-based payment plans for the year 2007 was
€95 million (2006: €99 million; 2005: €45 million). The to-
tal income tax benefit recognized in the income statement
for share-based payment plans was €32 million in 2007
(2006: €13 million; 2005: €14 million). We did not capital-
ize any share-based payment costs as inventory or fixed
assets. The tax benefit realized from stock options exer-
cised during the annual period was €19 million (2006: 
€14 million; 2005: €7 million). Compensation expense in
 connection with share-based payment plans recorded for
2007 and 2006 are not comparable to compensation
 expense in connection with share-based payment plans
recorded in prior years due to our adoption on January 1,
2006 of the fair value recognition provisions of SFAS
123R using the modified-prospective transition method.
For more information, see Note 3. 

a) Employee Discounted Stock Purchase Programs
The Company acquires SAP AG common shares for vari-
ous employee stock purchase plans and transfers the
shares to employees. We record the discounts provided to
employees through such plans as compensation expense.
Generally the discounts provided to employees do not
 exceed 15%.

b) Cash-Settled Share-Based Payment Plans

1) Stock Appreciation Rights (STAR) Plans
In March 2007 we granted approximately 18.7 million
(2006: 14.1 million; 2005: 19.0 million;) stock appreciation
rights (“2007 STARs”, “2006 STARs” and “2005 STARs”
respectively) to selected employees who are not benefici-
aries of the SOP 2007 Plan. The 2007, 2006 and 2005
STAR grant-base values of €35.71, €42.12 and €30.47,
respectively, are based on the average fair market value of
one common share over the 20 business days commenc-
ing the day after the announcement of the Company’s
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 preliminary results for the preceding fiscal year. The num-
ber of STARs granted in 2006 and 2005, and the corre-
sponding grant-base fair values shown above, are adjusted
figures as if the bonus shares issued in 2006 as described
in Note 23 of our 2006 Annual Report, had been issued
before the STARs were granted. The valuation of the
STARs is calculated quarterly, over a period of two years.
Each quarterly valuation is weighted as follows in determin-
ing the final valuation:

The valuations for quarters ending December 31 are  cal -
culated on the basis of the amount by which the grant
price is exceeded by the average fair market value of one
share of Common stock, as quoted on Xetra, the trading
system of the Frankfurt Stock Exchange, over the 20 con-
secutive business days following the announcement date
of the Company’s preliminary annual results. The other
quarterly valuations are calculated on the basis of the
amount by which the grant price is exceeded by the aver-
age fair market value of one share of common share, as
quoted on Xetra, over the five consecutive business days
following the announcement of the Company’s quarterly
results. Because each quarterly valuation is conducted
 independently, it is unaffected by any other quarterly valua-
tion.

The cash payout value of each STAR is calculated quarter-
ly as follows: (i) 100% of the first €12.50 value apprecia-
tion for such quarter; (ii) 50% of the next €12.50 value
 appreciation; and (iii) 25% of any additional value apprecia-
tion. Beneficiaries will receive payments with respect to
the 2007 STARs as follows: 50% on both March 31, 2009
and January 31, 2010. Under the terms of the 2006 STAR
program, beneficiaries were scheduled to receive an initial
payment of 50% on March 31, 2008, and a second install-
ment on January 31, 2009. Beneficiaries will receive STAR
payments provided that they are still employees of the
Company on the payment dates, subject to certain excep-
tions.

As our STAR plans are settled in cash, rather than by issu-
ing equity instruments, a liability is recorded for such plans
based on the current fair value of the STAR awards at the
reporting date. The fair value of the STAR 2007 awards
was estimated using a Monte-Carlo valuation model.

 Expected volatilities are based on implied volatilities from
traded options on our stock for options with a correspon-
ding lifetime and exercise price. The fair value as at
 December, 31 was calculated on the basis of the following
assumptions:

The fair value of the STAR 2006 and STAR 2005 awards
was based on market data that reflect current market ex-
pectations. The fair value of the STAR awards is the same
as the fair values of the derivatives that are entered into 
to hedge the compensation expense for the STAR 2006
awards because the terms of the STAR awards and the
derivatives are the same. Compensation expense – includ-
ing the effects of changes in the fair value of the STAR
award – is accrued over the period in which the employee
performs the related service (“vesting period”).

As at December 31, 2007, a STAR provision in the amount
of €74 million (2006: €132 million; 2005: €122 million)
was included in provisions in the Consolidated Balance
Sheets. The related STAR expense was affected by the
 effects of the STAR hedge – as described in Note 25 –
and therefore totaled €43 million (2006: €28 million, 2005: 
€21 million). The STAR provision as at December 31,
2007, and the related STAR expenses recorded during
2007, result from awards granted under the 2007, 2006,
and 2005 STAR programs.

In 2007 we paid to employees €61 million related to STAR
2005 and €18 million related to STAR 2004. 

The amount of unrecognized compensation expense related
to nonvested share-based payment arrangements granted
under the STAR plans is dependent on the final intrinsic
value of the awards. The amount of unrecognized compen-
sation expense is dependent on the future price of our
common share and which we cannot reasonably predict.
The final payout amount will be recognized over a remain-
ing period from December 31, 2007 of 2.1 years for STAR
2007, 1.1 years for STAR 2006, and 0.1 years for STAR
2005. 

Risk-free interest rate 3.99% to 4.16% 
(depending on 

maturity)

Expected volatility 27.3%

Expected dividend ratio 1.37%
Weighting factor for valuation calculation of STAR awards, quarter ending

March 31 June 30 Sep. 30 Dec. 31 March 31 June 30 Sep. 30 Dec. 31

5% 5% 10% 20% 10% 10% 10% 30%
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In January 2007 we granted approximately 0.1 million
stock appreciation rights to selected employees of a sub-
sidiary under a program with general terms that are closely
related to the STAR 2006 program (“2006 Subsidiary
STARs”). The program has only an immaterial effect on
our balance sheet and income statement. The related
STAR provision of this program as at December 31, 2007
totaled €0 million.

2) Incentive Plan 2010
In January 2007 the Company granted 0.7 million stock
appreciation rights (“rights”) to top executives under the
Incentive Plan 2010. The plan provides for a maximum
 payout of €144.60 per right if the market capitalization of
SAP AG doubles by December 31, 2010. The rights
 issued to the beneficiaries of this plan will automatically be
exercised in case the conditions for exercise are met. The
base value of the rights is the base market capitalization
figure of €44,794,067,259, calculated as €144.60 (aver-
age Xetra closing price of the SAP AG stock in the period
July 1 through December 31, 2005, prior to the capital
 increase as implemented on December 21, 2006) times
309,779,165 shares (number of issued shares minus the
treasury shares on December 31, 2005, prior to the capi-
tal increase implemented on December 21, 2006).

For the Incentive Plan 2010, the relevant actual market
capitalization is calculated by multiplying the average clos-
ing price of one SAP share in the Xetra trading system in
the measurement period (July 1 through December 31 of
each year) by the average number of outstanding SAP AG
shares outstanding minus the average number of treasury
shares in the measurement period of that year. The rele-
vant actual market capitalization is calculated annually in
the first month after the end of each measurement period,
beginning in 2006 and ending in 2010.

The rights will only be exercisable if SAP’s common share
outperforms the Goldman Sachs Software Index (“GSTI
Software Index”) during the period between the issue of
the rights and December 31, 2010, or December 31 of
the year with the last measurement period if the rights are
exercised before that date. Further, to be exercisable from
2006 through 2009, the actual market capitalization must
not be less than 200% of the base value.

The rights are not exercisable if exercise would result in a
windfall profit. The decision whether exercise results in 
a windfall profit will be made by the Supervisory Board’s
compensation committee at its sole discretion.

If the relevant actual market capitalization is 200% (or more)
of the base market capitalization and the other conditions
are met, the payout value per right will be €144.60.

If the increase between the base value and the relevant
actual market capitalization is less, the payout per award
will be based on the following scale:

If the plan pays out, beneficiaries will receive the payments
12 months after the compensation committee has deter-
mined the exercise value. 

The Incentive Plan 2010 is settled in cash rather than by
issuing equity instruments, so a liability is recorded for the
rights granted reflecting the fair value of the rights at the
reporting date. Compensation expense – including the ef-
fects of any changes in fair value of the rights – is accrued
over the period the beneficiaries are expected to perform
the related service (“vesting period”).

The fair value of the rights is estimated using a Monte-
 Carlo valuation model. Expected volatilities are based on
implied volatilities from traded options on our stock for
 options with a corresponding lifetime and exercise price.
The fair value as at December, 31 was calculated using the
following assumptions:

Calculation Incremental
of payout as maximum payout Incremental

Increase in market percentage per as percentage of maximum
capitalization point increase base value payout per right

% % €

0 to 50 0.00 0 0.00

> 50 to 80 0.67 20 28.92

> 80 to 90 3.00 30 43.38

> 90 to 99.99 5.00 50 72.30

Total 100 144.60

Risk-free interest rate 3.99% to 4.36% 
(depending on 

maturity)

Expected volatility 29.6%

Expected dividend ratio 1.37%
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As at December 31, 2007 the provision for rights granted
under the Incentive Plan 2010 amounted to €3 million
(2006: €2 million).

The amount of unrecognized compensation expense relat-
ed to nonvested rights granted under the Incentive Plan
2010 depends on the final intrinsic value of the awards.
The amount of unrecognized compensation expense is
 dependent on the future price of our common shares and
certain other factors that we cannot influence or reason-
ably predict. The final payout amount will be recognized
over a remaining period of up to three years from Decem-
ber 31, 2007.

3) Virtual Stock Option Plan 2007
In March 2007 the Company granted 7.0 million virtual
stock options (stock appreciation rights, “SAP SOP
2007”). The plan provides for cash settlement only and is
available to members of the SAP AG Executive Board,
members of subsidiaries’ executive boards, as well as to
eligible executives and other top performers of SAP AG
and its subsidiaries. The program replaced the SAP SOP
2002 Plan, described below. The awards under the SAP
SOP 2007 Plan have a grant-base value of €35.71, which
is based on the average fair market value of one common
share over the 20 business days following the announce-
ment date of the Company’s preliminary results for the
preceding fiscal year.

Under the SAP SOP 2007 Plan, beneficiaries receive
stock appreciation rights (“Virtual Stock Options” or
“rights”) based on the SAP share price, which gives them
the right to receive a certain amount of money by exercise
under the terms and conditions of this plan.

Rights granted under this plan may be exercised after a
vesting period of two years starting on the grant date. The
term of the Virtual Stock Options is five years. The rights
will expire five years after the grant date if not exercised by
the holder before that date.

The exercise price is 110% of the base value. Thus, the
right can only be exercised if the share price at exercise
exceeds the grant price by at least 10%. Monetary bene-
fits will be capped at a share price of 200% of the exercise
price. 

As SAP SOP 2007 is settled in cash rather than by issuing
equity instruments, a liability is recorded on the basis 
of the current fair value of the outstanding Virtual Stock
Options at the reporting date. The fair value of the rights 
is estimated using a binomial valuation method. Expected
volatilities are based on implied volatilities from traded
 options on our stock with a corresponding lifetime and ex-
ercise price. The expected life of the options was deter-
mined to be 5 years. This assumption was made based on
expected exercise behavior since no reliable historical data
was available. The fair values as at December, 31 were
calculated using the following assumptions:

As at December 31, 2007, the provision for rights granted
under the SAP SOP 2007 Plan amounted to €21 million. 

The amount of unrecognized compensation expense related
to nonvested rights granted under the SAP SOP 2007 
Plan depends on the final intrinsic value of the awards. The
amount of unrecognized compensation expense is de-
pendent on the future price of our common share and cer-
tain other factors that we cannot influence or reasonably
predict.

Expected life 5 years

Risk-free interest rate 3.99% to 4.36% 
(depending on 

maturity)

Expected volatility 31.2%

Expected dividend ratio 1.37%
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c) Equity Settled Share-Based Payment Plans

1) Stock Option Plan 2002
At the 2002 Annual General Meeting of Shareholders, the
SAP AG shareholders approved the SAP SOP 2002 Plan,
which provides for the issuance of stock options to mem-
bers of the SAP AG Executive Board, members of sub-
sidiaries’ executive boards, and to eligible executives and
other top performers of SAP AG and its subsidiaries. The
SAP SOP 2002 Plan was designed to replace the LTI 2000
Plan, described below. Under the SAP SOP 2002 Plan,
the Executive Board was authorized to issue, on or before
April 30, 2007, up to 19.0 million stock options. In 2007,
the SAP SOP 2002 Plan was replaced by the SAP SOP
2007 Plan. The last stock options under the SAP SOP
2002 Plan were granted in 2006.

Each stock option granted under the SAP SOP 2002 Plan
entitles its holder to subscribe to four shares of the Com-
pany’s common stock by tendering payment of an exercise
price per option equal to a base price and a premium of
10% of the base price. The base price is calculated as the
average market price of SAP AG’s common share on the
Frankfurt Stock Exchange during the five trading days pre-
ceding the issue of the respective stock option, calculated
on the basis of the arithmetic mean of the closing auction
prices of the stock in the Xetra trading system. The op-
tions cannot be exercised at an exercise price that is less
than the closing auction stock price on the day before the
issue date. The term of the stock options is five years.
Subscription rights cannot be exercised until the vesting
period of two years has elapsed. 

For options granted to members of the Executive Board
during and after February 2004, the SAP SOP 2002 Plan’s
terms cap the subscription rights if the Supervisory Board
determines that an option holder would make a windfall
profit on exercising the rights. A windfall profit is defined
for this purpose as a profit that, when combined with the
profit from earlier exercises of subscription rights issued
to the option holder at the same issuing date, exceeds
twice the product of (i) the number of subscription rights
received by the option holder and (ii) the exercise price.
Such profit is determined as the total of the differences,
calculated individually for each exercised subscription

right, between the closing price of the share on the exer-
cise day and the exercise price. SAP AG has undertaken
to reimburse to the option holders any expenses they may
incur through fees, taxes, or deductions related to the cap.
The cap will only be imposed if the Supervisory Board
 determines that the windfall profit results from significant
extraordinary, unforeseeable developments for which the
Executive Board is not responsible.

The fair value of the options granted under the SAP SOP
2002 Plan was estimated as at the date of grant using the
Black-Scholes-Merton option-pricing model. For options
granted 2006 and 2005, the expected life of the options
was determined using the “simplified method” to be 3.5
years, which represented the average of the vesting period
and the contractual term of the awards. This approach was
used because we did not have sufficient information about
the historical exercise behavior of equity-based options
granted to our employees. For awards granted from 2002
to 2004, the expected term of the awards was determined
to be 2.5 years. Expected volatilities are based on implied
volatilities of traded options to purchase our common
share granted in 2006 and 2005 and based on historical
data for options granted between 2004 and 2002.

The fair values of the Company’s share-based awards
granted under SAP SOP 2002 Plan were calculated using
the following assumptions and plan terms:

2006 2005

Expected life in years 3.50 3.50

Risk-free interest rate 3.10% 2.82%

Expected volatility 24% 24%

Expected dividend ratio 0.87% 0.65%
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Activities in 2007 under Stock Option Plan 2002 were as
follows: 

The weighted-average grant-date fair value of share op-
tions granted during the years 2006 and 2005 was €26.47
and €20.08, respectively. The total intrinsic value of
 options exercised during the years ending December 31,
2007, 2006, and 2005 was €59 million, €46 million, and
€78 million, respectively. 

A summary of the status of our nonvested options as at
December 31, 2007, and changes during the year ending
December 31, 2007, is presented below:

As at December 31, 2007, there was €4 million of total
unrecognized cost related to nonvested options granted
under the SAP SOP 2002. That cost is expected to be
recognized over a period of 0.1 year. 

2) Long Term Incentive 2000 Plan
On January 18, 2000, SAP AG’s shareholders approved
the LTI 2000 Plan. The LTI 2000 Plan is a share-based pay-
ment program providing members of the SAP AG Execu-
tive Board, members of subsidiaries’ executive boards and
selected employees a choice between convertible bonds,
stock options, or a 50% mixture of each. Beneficiaries
were offered 25% more units if they chose stock options
than if they chose convertible bonds. Under the LTI 2000
Plan, each convertible bond having a €1 nominal value is
convertible into four common shares over a maximum of
10 years, subject to service vesting requirements. The
conversion price is equal to the market price of a common
share as quoted on the Xetra trading system on the day
immediately preceding the grant. Each stock option may
be exercised in exchange for four common shares over a
maximum of 10 years, subject to the same vesting require-
ments. The exercise price varies with the outperformance
of the common share price appreciation against the appre-
ciation of the GSTI Software Index from the day immedi-
ately preceding grant to the day on which the exercise
price is determined. Both the convertible bonds and stock
options vest as follows: 33% after two years from date 
of grant, 33% after three years, and 34% after four years.
Forfeited convertible bonds or stock options are disquali-
fied and may not be reissued.

In total, 12.3 million conversion and subscription rights
were issued under the LTI 2000 Plan through March 14,
2002. At the 2002 Annual General Meeting of Sharehold-
ers, the Company’s shareholders revoked the authorization
to issue further convertible bonds and stock options under
the LTI 2000 Plan.

Weighted
average

Number grant-date
of options fair value

(000) €

Nonvested as at 1/1/2006 4,846 29.81

Granted 1,842 26.47

Vested – 2,000 43.61

Forfeited – 147 23.21

Nonvested as at 12/31/2006 4,541 22.59

Granted – – 

Vested – 2,756 20.08

Forfeited – 132 26.26

Nonvested as at 12/31/2007 1,653 26.47

Weighted
Number of Weighted average

options average exercise remaining Aggregate
outstanding price per option contractual term intrinsic value

(000) € years € millions

1/1/2007 7,446 142.57 2.8 182

Granted – – – – 

Exercised 1,451 110.87 – – 

Forfeited or expired 182 172.51 – – 

12/31/2007 5,813 149.54 2.0 41

Fully vested options as at 12/31/2007 4,160 135.08 1.5 41
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A summary of the LTI 2000 Plan activity for both convert-
ible bonds and stock options is as follows:

All convertible bonds and stock options outstanding as at
December, 31, 2007 are exercisable. 

Due to the fact that all LTI 2000 Plans were fully vested
during 2006, we recorded no compensation expenses 
in 2007. In 2006, we recorded compensation expenses 
for the LTI 2000 Plan in the amount of €11 million based
on the fair value recognition provisions of SFAS 123R.
Compensation expenses recorded in prior years are not
comparable as they were recorded based on the 
intrinsic- value-based method according to APB 25 
(see Note 3). 

In 2005, we recorded compensation expenses for the LTI
2000 Plan in the amount of €21 million. 

The total intrinsic value of stock options exercised during
the years ending December 31, 2007, 2006, and 2005
was €5 million, €27 million and €23 million respectively.
The total intrinsic value of convertible bonds exercised dur-
ing the years ending December 31, 2007, 2006, and 2005
was €0 million, €6 million, and €0 million, respectively. 

(28) Segment and Geographic Information
Our internal reporting system produces reports in which
business activities are presented in a variety of ways, for
example, by line of business or by geography. Based on
these reports, the Executive Board, which is responsible
for assessing the performance of various company com-
po nents and making resource allocation decisions as a
Chief Operating Decision Maker (CODM), evaluates busi-
ness activities in a number of different ways. While neither
the line of business structure nor the geographic structure
is identified as primary, we have determined that our lines
of business constitute operating segments. We have three
reportable operating segments which are organized based
on products and services: Product, Consulting, and
 Training.

The Product segment is primarily engaged in marketing
and licensing our software products, performing software
development services for customers, and providing sup-
port services for our software products. The Consulting
segment performs various professional services, mainly
implementation of our software products. The Training
segment provides educational services on the use of our
software products and related topics for customers and
partners. 

The accounting policies applied for segment reporting pur-
poses are the same as those described in Note 3. How -
eer, differences in foreign currency translations result in
minor deviations between the amounts reported internally
for management purposes and the amounts reported in
the Consolidated Financial Statements. 

Number of options/ Weighted average Weighted average
convertible bonds exercise price remaining Aggregate

outstanding per option contractual intrinsic value

(000) € years € millions

Stock options

1/1/2007 1,010 106.15 4.7 55

Granted – – – – 

Exercised – 119 112.33 – – 

Forfeited – 13 111.14 – – 

12/31/2007 879 109.92 3.6 28

Convertible bonds

1/1/2007 6,411 202.20 4.2 22

Granted – – – – 

Exercised – 68 150.98 – – 

Forfeited – 194 207.12 – – 

12/31/2007 6,149 202.61 3.2 0
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Our management reporting system reports our inter-seg-
ment transfers as cost reduction and does not track them
as internal revenues. Inter-segment transfers mainly repre-
sent utilization of manpower resources of one segment by
another segment on a project-by-project basis. Inter-seg-

ment transfers are charged based on internal cost rates
 including certain indirect overhead costs but without profit
margin.

Segment revenue and results as well as other relevant
segment information are presented below:

€ millions Product Consulting Training Total

2007

External revenue from reportable segments 7,369 2,369 493 10,231

Other 11

Total consolidated revenue 10,242

Segment result 4,300 631 209 5,140

Unallocated corporate revenue and expenses – 2,408

Operating income 2,732

Other non-operating income/expense, net 1

Financial income, net 124

Income before income taxes and minority interests 2,857

Other information

Depreciation and amortization – 98 – 33 – 4

2006

External revenue from reportable segments 6,643 2,300 440 9,383

Other 10

Total consolidated revenue 9,393

Segment result 4,034 596 167 4,797

Unallocated corporate revenue and expenses – 2,219

Operating income 2,578

Other non-operating income/expense, net – 12

Financial income, net 122

Income before income taxes and minority interests 2,688

Other information

Depreciation and amortization – 86 – 24 – 7

2005

External revenue from reportable segments 6,041 2,078 380 8,499

Other 10

Total consolidated revenue 8,509

Segment result 3,594 458 132 4,184

Unallocated corporate revenue and expenses – 1,847

Operating income 2,337

Other non-operating income/expense, net – 25

Financial income, net 11

Income before income taxes and minority interests 2,323

Other information

Depreciation and amortization – 84 – 25 – 7
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Revenues
Since our segments are organized on the basis of prod-
ucts and services, the amounts of external revenue for the
Product, Consulting, and Training segments are materially
consistent with the amounts of Software and software-
 related service revenue, Consulting revenue, and Training
revenue, respectively, as reported in the Consolidated
Statements of Income. The differences in revenue
amounts between the three reportable segments and the
corresponding captions in the Consolidated Statements of
Income are due to the fact that for internal reporting pur-
poses, revenue is generally allocated to the segment that
is responsible for the related transaction regardless of
 revenue classification. Thus, for example, the Training seg-
ment’s revenue includes certain amounts classified as
software revenue.

External revenue – Other (2007: €11 million, 2006: €10
million, 2005: €10 million) mainly represents revenue inci-
dental to our main business activities which is generated
from services provided outside the reportable segments,
and minor currency translation differences.

Segment Result
Segment result reflects operating expenses directly attrib-
utable or reasonably allocable to the segments, including
costs of product, costs of services, and sales and market-
ing expenses. Costs that are not directly attributable or
reasonably allocable to the segments such as administra-
tion and other corporate expenses are not included in the
segment result. Development expense is excluded from
the segment result because our internal management re-
porting measures the segment performance without taking
development expense into account. In addition, for man-
agement purposes, share-based compensation expense is
not included in the segment result. 

Depreciation and amortization expenses reflected in the
segment result include the amounts directly attributable 
to each segment and the depreciation and amortization
portion of the facility and IT-related expenses allocated to
each segment based on headcount, facility space and
 other measures. 

A one-time effect of a change in estimate on allowance 
for doubtful accounts in 2006 was allocated to the Product
segment, the Consulting segment, and the Training segment
in the amounts of €30 million, €13 million, and €2 million,
respectively. 

The following table presents a detail of unallocated corpo-
rate revenue and expenses:

Development expense and administration expense above
are based on a management view and do not equal the
amounts under the corresponding caption in the Consoli-
dated Statements of Income. The differences are mainly
due to the fact that the management view focuses on or-
ganizational structures and cost centers rather than cost
classification to functional areas.

Segment Assets
Segment asset information is not provided to the CODM.
Goodwill by reportable segment is disclosed in Note 16.

Geographic Information
The following tables present external revenue by location
of customers and by location of companies, which reflects
the location of our subsidiary responsible for the sale, and
information about certain long-lived assets detailed by
 geographic region.

€ millions 2007 2006 2005

Unallocated corporate revenue 
and expenses:

External revenue from services provided
outside of the reportable segments – 11 – 10 – 10

Development expense –
Management view 1,769 1,642 1,339 

Administration and other corporate 
expenses – Management view 555 488 473 

Share-based compensation expenses 95 99 45 

2,408 2,219 1,847 
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Due to the large number of the customers we serve, there
is no single customer whose business with us accounted
for a material portion of our total revenue.

€ millions Property, plant, and equipment, net Intangible assets, net

2007 2006 2005 2007 2006 2005

Germany 923 858 764 216 149 87

Rest of EMEA1) 135 133 129 35 1 0

Total EMEA 1,058 991 893 251 150 87

United States 167 152 155 138 95 14

Rest of Americas 13 10 9 14 18 33

Total Americas 180 162 164 152 113 47

Japan 4 4 4 0 0 0

Rest of Asia Pacific Japan 74 49 34 0 0 6

Total Asia Pacific Japan 78 53 38 0 0 6

1,316 1,206 1,095 403 263 140

1) Europe, Middle East, Africa.

€ millions Software and software-related service revenue Software and software-related service revenue
by location of customers by location of companies

2007 2006 2005 2007 2006 2005

Germany 1,432 1,342 1,237 1,526 1,421 1,303

Rest of EMEA1) 2,541 2,169 1,957 2,523 2,169 1,943

Total EMEA 3,973 3,511 3,194 4,049 3,590 3,246

United States 1,838 1,726 1,553 1,825 1,710 1,557

Rest of Americas 657 556 469 650 534 466

Total Americas 2,495 2,282 2,022 2,475 2,244 2,023

Japan 340 308 294 336 306 291

Rest of Asia Pacific Japan 619 495 445 567 456 395

Total Asia Pacific Japan 959 803 739 903 762 686

7,427 6,596 5,955 7,427 6,596 5,955

€ millions Revenue by location of customers Revenue by location of companies

2007 2006 2005 2007 2006 2005

Germany 2,004 1,907 1,810 2,146 2,031 1,906

Rest of EMEA1) 3,386 2,994 2,709 3,327 2,959 2,670

Total EMEA 5,390 4,901 4,519 5,473 4,990 4,576

United States 2,706 2,609 2,340 2,689 2,588 2,340

Rest of Americas 871 776 656 865 753 654

Total Americas 3,577 3,385 2,996 3,554 3,341 2,994

Japan 447 431 406 443 429 402

Rest of Asia Pacific Japan 828 676 588 772 633 537

Total Asia Pacific Japan 1,275 1,107 994 1,215 1,062 939

10,242 9,393 8,509 10,242 9,393 8,509
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(29) Board of Directors

Executive Board Membership on supervisory boards and other comparable governing 
bodies of enterprises, other than subsidiaries of SAP on 
December 31, 20071) (excluding former Executive Board members)

Prof. Dr. Henning Kagermann
Chief Executive Officer
Overall responsibility for SAP’s strategy and business Supervisory Board, Deutsche Bank AG, 
development, Frankfurt am Main, Germany
product development for large enterprises, Supervisory Board, Münchener Rückversicherungs-
Global Communications, Gesellschaft AG, Munich, Germany
Internal Audit, Top Talent Management Board of Directors, Nokia Corporation, Espoo, Finland

(from May 3, 2007)

Léo Apotheker
Deputy Chief Executive Officer
Sales, Consulting, Education, Marketing, Supervisory Board, AXA, Paris, France
Partner Management

Dr. Werner Brandt
Chief Financial Officer
Finance and Administration, Shared Services, Supervisory Board, LSG Lufthansa Service Holding AG,
SAP Ventures, Neu-Isenburg, Germany
Global Intellectual Property, Mergers & Acquisitions Supervisory Board, QIAGEN N.V., Venlo, The Netherlands

(from June 20, 2007)

Prof. Dr. Claus E. Heinrich
Labor Relations Director
Global Human Resources, Internal SAP IT, 
SAP Labs network, Internal Business Processes

Gerhard Oswald
Global Service and Support, 
SAP Business ByDesign

John Schwarz (from March 1, 2008)
Chief Executive Officer of Business Objects
Business Objects business unit, including product develop- Board of Directors, Synopsys, Inc., Mountain View, 
ment, go-to-market activities, and services and support California, USA

Dr. Peter Zencke
Application Platform, Research,
SAP Business ByDesign, SAP Business One Supervisory Board, SupplyOn AG, Hallbergmoos, Germany

Supervisory Board, MeVis Medical Solutions AG,
 Bremen, Germany (from August 22, 2007)

Shai Agassi (until March 31, 2007)
Product development and technology, Industry solutions,
Product and industry marketing

Information as at December 31, 2007, or as at the date on which membership in the 
SAP Executive Board ended.

1) Memberships on supervisory boards and comparable governing bodies of SAP’s subsidiaries 
can be obtained from the Company on request.
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Supervisory Board Membership on other supervisory boards and comparable 
governing bodies of enterprises other than SAP on December 31, 2007
(excluding former Supervisory Board members) 

Prof. Dr. h. c. mult. Hasso Plattner2), 4), 5), 7)

Chairman of the Supervisory Board

Lars Lamadé1), 4), 7)

Deputy Chairman
Project Manager Service & Support 

Pekka Ala-Pietilä5)

Co-founder and CEO Blyk Ltd. London, Great Britain Board of Directors, Pöyry Plc, Vantaa, Finland
Board of Directors, CVON Group Limited, London, 
Great Britain
Board of Directors, CVON Limited, London, Great Britain
Board of Directors, CVON Innovations Limited, London,
Great Britain
Board of Directors, Blyk Services Oy, Helsinki, Finland
Board of Directors, CVON Innovation Services Oy, Turku,
Finland (from February 9, 2007)
Board of Directors, CVON Future Limited, London, UK
(from February 5, 2007)
Board of Directors, HelloSoft Inc., San José, USA 
(from February 1, 2007)

Thomas Bamberger1), 3) (from May 10, 2007) 
Head of Operations Global Service & Support
Chief Controlling Officer Research & Breakthrough 
Innovation
Chief Controlling Officer Global Service & Support

Panagiotis Bissiritsas1), 2), 6) (from May 10, 2007) 
Support Expert

Willi Burbach1), 5), 7) 

Developer

Helga Classen1), 4), 7)

Chairperson of the Works Council of SAP AG and 
SAP Hosting AG & Co. KG

Prof. Dr. Wilhelm Haarmann2), 6), 7)

Attorney-at-law, certified public Supervisory Board, Aareon AG, Mainz, Germany 
auditor, certified tax advisor HAARMANN Supervisory Board, Vodafone Holding GmbH, Düsseldorf, 
Partnerschaftsgesellschaft, Rechtsanwälte, Steuerberater, Germany
Wirtschaftsprüfer, Frankfurt am Main, Germany

Peter Koop1), 5) (from May 10, 2007) 
Industry Business Development Expert
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Dr. Gerhard Maier1), 2), 3)

Development project manager

Dr. h.c. Hartmut Mehdorn4)

Chairman of the Executive Board, Supervisory Board, DB Netz AG, Frankfurt am Main, 
Deutsche Bahn AG, Berlin, Germany Germany

Supervisory Board, DEVK Deutsche Eisenbahn
 Versicherung Lebensversicherungsverein a.G., and 
DEVK Deutsche Eisenbahn Versicherung Sach- und 
HUK-Versicherungsverein a.G., Cologne, Germany
Supervisory Board, Dresdner Bank AG, Frankfurt am
Main, Germany
Supervisory Board, DB Magnetbahn GmbH, Munich,
 Germany

Prof. Dr.-Ing. Dr. h.c. Dr. Ing. E.h. Joachim Milberg2), 5), 7)

(from May 10, 2007) 
Chairman of the Supervisory Board BMW AG, Supervisory Board, Bertelsmann AG, Gütersloh, Germany
Munich, Germany Supervisory Board, Festo AG, Esslingen, Germany

Board of Directors, Deere & Company, Moline, Illinois,
USA
Supervisory Board. MAN AG, Munich, Germany 
(until May 10, 2007)

Prof. Dr. Dr. h.c. mult. August-Wilhelm Scheer3), 6)

Professor at Saarland University, Saarbrücken, Germany Supervisory Board, IDS Scheer AG, Saarbrücken, Germany
Supervisory Board, imc information multimedia
 communication AG, Saarbrücken, Germany
Board of Trustees, Hasso-Plattner-Stiftung für Software-
systemtechnik, Potsdam, Germany
Supervisory Board, Saarbrücker Zeitung Verlag und
 Druckerei GmbH, Saarbrücken, Germany
Member of the Senate, Fraunhofer-Gesellschaft zur Förde-
rung der angewandten Forschung e.V., Munich, Germany
Supervisory Board, Deutsche Messe AG, Hanover,
 Germany (from August 28, 2007)

Dr. Erhard Schipporeit3)

Management Consultant Supervisory Board, Commerzbank AG, Frankfurt am
Main, Germany (until January 31, 2007)
Supervisory Board, Talanx AG, Hanover, Germany
Supervisory Board, Deutsche Börse AG, Frankfurt am
Main, Germany
Supervisory Board, HDI V.a.G., Hanover, Germany
Supervisory Board, Hannover Rückversicherung AG,
 Hanover, Germany (from May 3, 2007)
Supervisory Board, Career Concept AG, Munich,
 Germany (from December 7, 2007)
Board of Directors, TUI Travel PLC, London, Great Britain
(from October 21, 2007)
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Stefan Schulz1), 5), 6)

Development Project Manager

Prof. Dr.-Ing. Dr.-Ing. E.h. Klaus Wucherer5)

(from May 10, 2007) 
Member of the Corporate Executive Committee of Supervisory Board, BSH Bosch und Siemens Hausgeräte
Siemens AG, Munich, Germany GmbH, Munich, Germany

Supervisory Board, Deutsche Messe AG, Hanover,
 Germany
Supervisory Board, Infineon Technologies AG, Munich,
Germany
Chairman of the Advisory Board, Siemens S.A., Lisbon,
Portugal
Chairman of the Advisory Board, Siemens Ltd., Beijing,
China
Supervisory Board, Siemens Ltd., Mumbai, India
Supervisory Board, LEONI AG, Nürnberg, Germany 
(from May 3, 2007)

Members of the Supervisory Board until May 10, 2007

Bernhard Koller 
Manager of idea management

Christiane Kuntz-Mayr 
Development architect

Dr. Barbara Schennerlein 
Principal consultant

Dr. Dieter Spöri 
Head of Corporate Representation Federal Affairs, Daimler AG,
Berlin, Germany

Dr. h.c. Klaus Tschira
Managing Director, Klaus Tschira Foundation gGmbH, 
Heidelberg, Germany

Information as at December 31, 2007, or as at the date on which membership in the 
SAP Supervisory Board ended.

1) Elected by the employees. 
2) Member of the Company’s Compensation Committee. 
3) Member of the Company’s Audit Committee. 
4) Member of the Company’s Mediation Committee. 
5) Member of the Company’s Technology Committee. 
6) Member of the Company’s Finance and Investment Committee. 
7) Member of the Company’s General Committee.
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The total compensation of the Executive Board members
for fiscal year 2007 amounted to €25 million (2006: €38
million). This amount includes €3 million (2006: €4 million)
fixed and €18 million (2006: €13 million) performance-re-
lated compensation as well as €4 million (2006: €5 million)
regular share-based compensation and additional only in
2006 €17 million of nonrecurring share-based compensa-
tion. The regular share-based compensation corresponds
to the fair value of the 486,594 (2006: 170,945) stock op-
tions issued to Executive Board members during the year.

Subject to the adoption of the dividend resolution by the
shareholders at the Annual General Meeting of Sharehold-
ers on June 3, 2008, the total annual compensation of the
Supervisory Board members was €2 million (2006: €2
 million). This amount includes €1 million (2006: €1 million)
fixed, €1 million (2006: €1 million) variable compensation,
and €0.08 million (2006: €0.07 million) committee remu-
neration. The Supervisory Board members do not receive
any share-based compensation for their services. As far
as members who are employee representatives on the Su-
pervisory Board receive share-based compensation, such
compensation is for their services as employees only and
is unrelated to their status as members of the Supervisory
Board.

In 2007, the pension payments to former Executive Board
members were €1 million (2006: €1 million). The projected
benefit obligation of pensions as at December 31, 2007
for former Executive Board members was €12 million
(2006: €13 million).

SAP did not grant any compensation advance or credit to,
or enter into any commitment for the benefit of, any mem-
ber of the Executive Board or Supervisory Board in fiscal
year 2007, 2006, or 2005.

On December 31, 2007, members of the Executive Board
held a total of 86,515 SAP shares (December 31, 2006:
287,384 SAP shares) and members of the Supervisory
Board held a total of 128,993,710 SAP shares (December
31, 2006: 262,623,884 SAP shares).

Detailed information on the different elements of the com-
pensation as well as to the number of shares owned by
members of the Executive Board and the Supervisory
Board are disclosed in SAP’s Compensation Report which
is part of our Form 20-F and our Review of Operations
which is included in our Annual Report. and which is avail-
able on SAP’s Web site.



SAP Annual Report 2007 – Financial Information 195

(30) Related Party Transactions
Certain Executive Board and Supervisory Board members
of SAP AG currently hold, or held within the last year, posi-
tions of significant responsibility with other entities as pre-
sented in Note 29. We have relationships with certain of
these entities in the ordinary course of business, whereby
we buy and sell a wide variety of products and services at
prices we believe are consistent with those negotiated at
arm’s length between unrelated parties.

After his move from SAP’s Executive Board to SAP’s
 Supervisory Board in May 2003, Hasso Plattner entered
into a contract with SAP AG under which he provides
 consulting services for SAP. The contract provides for the
reimbursement of out-of-pocket expenses only which 
were immaterial to SAP in all periods presented.

Hasso Plattner is the sole proprietor of H.P. Beteiligungs
GmbH, which itself holds 90% of Bramasol, Inc., Palo
 Alto, United States. Bramasol is a SAP partner with which
we generated revenues which were immaterial to SAP in
all periods presented.

In March 2005, we entered into agreements with  Besitz -
gesellschaft der Multifunktionsarena Mannheim mbH &
Co. KG, a company owned by members of the immediate
family of Dietmar Hopp, pursuant to which a multipurpose
arena in Mannheim, Germany, was named “SAP Arena”
(together with the right to use the SAP logo for certain
purposes) and we received the right to use certain reserv ed
seating in the arena and to hold certain events in the
 arena. Fees paid by SAP to SAP Arena were immaterial 
to SAP in all years presented.

Until January 1, 2006, Wilhelm Haarmann practiced as a
partner of the former law firm Haarmann Hemmelrath in
their Frankfurt offices. Since January 1, 2006, he has prac-
 ticed in HAARMANN Partnerschaftsgesellschaft in Frank-
furt. The amounts charged to SAP for the services of
HAARMANN Partnerschaftsgesellschaft were immaterial
to SAP in all periods presented. 

At no point in the years ending December 31, 2007, 2006,
or 2005 did the Company grant loans to any member of
SAP AG’s Executive Board and Supervisory Board. During
the years ending December 31, 2007, 2006, and 2005,
there were no significant transactions between the Com-
pany and the major shareholders as outlined in Note 20.

As discussed in Note 15, we have issued loans to employ-
ees other than to members of SAP AG’s Executive Board
and Supervisory Board amounting to a gross value of 
€63 million, €62 million and €59 million, on December 31,
2007, 2006, and 2005, respectively. Loans granted to em-
ployees primarily consist of interest-free or below-market-
rate building loans which SAP discounts for financial re-
porting purposes based on prevailing market rates. SAP
has not experienced significant default on loans to employ -
ees. There have been no loans to employees or executives
to assist them in exercising stock options or convertible
bonds.
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(31) Principal Accountant Fees and Services 
At SAP AG’s Annual General Meeting of Shareholders
held on May 10, 2007, SAP’s shareholders mandated
 KPMG Deutsche Treuhand-Gesellschaft AG Wirtschaft-
sprüfungsgesellschaft, Frankfurt am Main/Berlin (KPMG
Germany), to serve as SAP AG’s independent auditors for
the 2007 fiscal year. KPMG Germany and other firms in
the global KPMG network billed the following fees to SAP
for audit and other professional services in 2007 and the
two previous years:

“Audit fees” are the aggregate fees billed by KPMG for
the audit of our consolidated annual financial statements
as well as audits of statutory financial statements of SAP
AG and its subsidiaries. “Audit-related fees” are fees
charged by KPMG for assurance and related services that
are reasonably related to the performance of the audit or

review of our financial statements and are not reported un-
der “Audit fees”. This category comprises fees billed for
accounting advice on actual or contemplated transactions
and other agreed on procedures. “Tax fees” are fees for
professional services rendered by KPMG for tax advice 
on group restructuring, transfer pricing, and other actual or
contemplated transactions, tax compliance, and employee-
related tax queries. The category “All other fees” includes
other support services, such as training and expert advice
on issues unrelated to accounting and taxes.

For services provided by KPMG Germany we recorded in
2007 expenses of €2.7 million (2006: €2.9 million), out of
which €2.5 million (2006: €2.5 million) were for audit serv-
ices, €0.002 million (2006: €0.03 million) for tax services,
and €0.2 million (2006: €0.4 million) for other services.

€ millions 2007 2006 2005

Audit fees 8.3 7.4 5.2

Audit related fees 0.2 0.6 1.1

Tax fees 0.0 0.1 0.2

Other fees 0.3 0.4 0.2

8.8 8.5 6.7 
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(32) Subsidiaries, Equity Method Investments, and Other Investments

as at December 31, 2007 Number
Sales Net income/ of employees

revenues in loss (–) for Equity as at as at
Ownership 20071) 20071) Dec. 31, 20071) Dec. 31, 20072)

Name and location of company % €(000) €(000) €(000)

I. Subsidiaries

Germany

SAP Deutschland AG & Co. KG, Walldorf 100 2,168,865 518,005 1,092,381 3,479

SAP Systems Integration AG, Dresden4) 100 367,143 66,334 451,754 1,582

SAP Hosting AG & Co. KG, St. Leon-Rot5) 100 91,340 9,258 18,135 243

Steeb Anwendungssysteme GmbH, Abstatt6) 100 66,939 1,766 10,274 208

SAP Passau GmbH & Co. KG, Passau 100 9,152 444 444 1

Wicom Communications GmbH, Aschheim3) 100 596 18 34 4

Virsa Deutschland GmbH, Walldorf4) 100 15 104 – 16 0

SAP Beteiligungs GmbH, Walldorf 100 3 2 40 0

SAP Projektverwaltungs und Beteiligungs GmbH, 
Walldorf4), 6) 100 0 26,258 329,591 0

SAP Dritte Beteiligungs- und Vermögensverwaltung GmbH, 
Walldorf4), 6) 100 0 14,251 504,665 0

SAP Portals Europe GmbH, Walldorf4) 100 0 2,776 119,471 0

SAP Investment- und Beteiligungs GmbH, Walldorf 100 0 6 35 0

OutlookSoft Deutschland GmbH, Neuss3), 4) 100 0 6 – 154 0

SAP Beteiligungsverwaltungs GmbH, Walldorf 100 0 0 107 0

eSAP Beteiligungs GmbH, Walldorf 100 0 0 29 0

SAP Hosting Beteiligungs GmbH, St. Leon-Rot 100 0 0 26 0

SAP Foreign Holdings GmbH, Walldorf 100 0 0 26 0

SAP Vierte Beteiligungs- und Vermögensverwaltung GmbH, 
Walldorf 100 0 0 25 0

SAP Zweite Beteiligungs- und Vermögensverwaltung GmbH, 
Walldorf6) 100 0 0 25 0

SAP Consulting Beteiligungs GmbH, Walldorf 100 0 – 1 25 0

SAP Portals Holding Beteiligungs GmbH, Walldorf4) 100 0 – 6 639,593 0

SAP Erste Beteiligungs- und Vermögensverwaltung GmbH, 
Walldorf6) 100 0 – 7 804,854 0

SAP Retail Solutions Beteiligungsgesellschaft mbH, Walldorf 100 0 – 604 12,690 0

Rest of Europe, Middle East, Africa

SAP (UK) Limited, Feltham, Great Britain 100 564,583 64,041 136,185 769

SAP France S.A., Paris, France 100 445,552 34,429 55,226 610

SAP (Schweiz) AG, Biel, Switzerland 100 407,605 65,158 93,569 582

S.A.P. ITALIA Sistemi Applicazioni Prodotti in data processing 
S.p.A., Milan, Italy4) 100 254,088 22,672 149,355 462

S.A.P. Nederland B.V., ‘s-Hertogenbosch, The Netherlands4) 100 249,206 44,660 197,720 406

Limited Liability Company “SAP CIS”, Moscow, Russia 100 233,605 31,395 87,569 475

SAP Österreich GmbH, Vienna, Austria 100 200,481 22,700 52,941 455

SAP España Sistemas, Aplicaciones y Productos en la 
Informática, S.A., Madrid, Spain4) 100 176,533 16,938 103,282 359

SYSTEMS APPLICATIONS AND PRODUCTS IN DATA 
PROCESSING (NV SAP BELGIUM SA), Brussels, Belgium4) 100 161,186 13,765 55,426 251

SAP Danmark A/S, Copenhagen, Denmark 100 127,693 15,397 25,463 152

Systems Applications Products (Africa) (Pty) Ltd, 
Johannesburg, South Africa 100 105,044 – 237 85,559 310

SAP Svenska Aktiebolag, Stockholm, Sweden 100 100,884 8,671 20,487 115
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as at December 31, 2007 Number
Sales Net income/ of employees

revenues in loss (–) for Equity as at as at
Ownership 20071) 20071) Dec. 31, 20071) Dec. 31, 20072)

Name and location of company % €(000) €(000) €(000)

SAP ČR, spol. s r.o., Prague, Czech Republic 100 99,884 15,578 40,196 218

SAP Finland Oy, Espoo, Finland 100 87,221 10,284 29,814 106

SAP Norge AS, Lysaker, Norway 100 64,954 5,599 21,825 88

SAP SSC (Ireland) Limited, Dublin, Ireland 100 55,640 1,863 21,987 699

SAP Polska Sp. z o.o., Warsaw, Poland 100 55,180 6,542 22,073 129

SAP Portugal – Sistemas, Aplicações e Produtos Informáticos, 
Sociedade Unipessoal, Lda., Paço de Arcos, Portugal 100 55,128 5,766 35,060 129

SAP Portals Israel Ltd., Ra’anana, Israel4) 100 52,040 13,294 35,140 284

SAP Hungary Rendszerek, Alkalmazások és Termékek az 
Adatfeldolgozásban Informatikai Kft, Budapest, Hungary 100 49,528 2,886 15,704 413

SAP Public Services (Pty) Ltd, Johannesburg, South Africa4) 70 42,105 7,519 21,133 31

SAP Labs Israel Ltd., Ra’anana, Israel 100 40,559 1,227 4,837 334

SAP Türkiye Yazilim Üretim ve Ticaret A.S., Istanbul, Turkey 100 35,272 4,471 10,249 52

SAP Slovensko s.r.o., Bratislava, Slovakia 100 32,143 2,346 20,524 127

SAP HELLAS SYSTEMS APPLICATIONS AND DATA 
PROCESSING S.A., Athens, Greece 100 24,449 2,103 1,278 50

SAP Business Services Center Europe s.r.o., Prague, 
Czech Republic 100 21,289 1,902 2,383 325

SAP LABS France S.A.S., Mougins, France 100 20,217 1,603 8,781 170

Limited Liability Company “SAP Ukraine”, Kiev, Ukraine 100 16,547 477 6,329 40

SAP Labs Bulgaria EOOD, Sofia, Bulgaria 100 14,634 613 1,760 440

SAP Slovenia d.o.o., Ljubljana, Slovenia 100 11,065 – 285 4,084 25

SAP Romania SRL, Bucharest, Romania 100 10,228 – 219 1,235 45

SAP Middle East & North Africa LLC, Dubai, 
United Arab Emirates3) 497) 10,088 1,113 62,802 33

SAP Ireland Limited, Dublin, Ireland 100 9,030 – 275 – 1,367 17

SAP EMEA Inside Sales S.L., Barcelona, Spain 100 7,166 281 353 72

SAP BULGARIA EOOD, Sofia, Bulgaria4) 100 6,242 459 1,090 9

SAP d.o.o., Zagreb, Croatia 100 5,592 – 1,320 – 272 20

SAP Kazakhstan LLP, Almaty, Kazakhstan 100 5,064 – 315 738 13

SAP West Balkans LLC, Belgrade, Yugoslavia 100 4,825 – 908 147 39

Merlin Systems Oy, Espoo, Finland3), 4) 100 3,973 371 458 20

MaXware AS, Trondheim, Norway3), 4) 100 3,570 875 16,861 20

TomorrowNow (UK) Ltd., Feltham, Great Britain4) 100 3,448 – 1,237 – 3,001 16

Wicom Communications Oy, Espoo, Finland3) 100 3,205 – 3,429 37,123 46

OutlookSoft Limited, London, Great Britain3), 4) 100 2,721 – 1,226 – 3,413 0

SAP Manage Ltd, Ra’anana, Israel 100 2,662 – 1,342 – 937 31

SAP CYPRUS LTD, Nicosia, Cyprus4) 100 1,625 – 66 – 2,158 2

TomorrowNow Nederland B.V., Amsterdam, The Netherlands 100 1,444 – 913 – 1,033 10

Systems Applications Products Nigeria Limited, Abuja, 
Nigeria4) 100 1,041 157 – 952 4

OutlookSoft Italia S.r.l., Milan, Italy3), 4) 100 1,008 399 – 407 1

OutlookSoft EURL, Paris, France3), 4) 100 727 308 – 1,853 2

SAP Saudi Arabia Software Trading LLC., Riyadh, 
Saudi-Arabia3) 51 630 142 7,436 0

OutlookSoft (Suisse) S.A., Nyon, Switzerland3), 4) 100 264 – 236 – 1,831 3

OutlookSoft Nederland, BV, Rotterdam, The Netherlands3), 4) 100 252 43 85 0

MaXware UK Ltd, Ascot, Great Britain3), 4) 100 168 22 132 0

Silk Europe, NV, Diegem, Belgium3), 4) 100 85 – 28 2,126 0

Wicom Communications B.V., DenHaag, The Netherlands3), 4) 100 75 1 7 1
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as at December 31, 2007 Number
Sales Net income/ of employees

revenues in loss (–) for Equity as at as at
Ownership 20071) 20071) Dec. 31, 20071) Dec. 31, 20072)

Name and location of company % €(000) €(000) €(000)

SAP UAB (Lithuania), Vilnius, Lithuania3) 100 59 – 199 54 3

SAP Estonia OÜ, Tallinn, Estonia3) 100 49 44 47 0

Wicom Communications (UK) Ltd., Guildford, Great Britain3) 100 46 3 1 0

Virsa Systems Limited, Berkshire, Great Britain4) 100 0 156 66 0

SAP Business, Paris, France3), 4) 100 0 0 37 0

Merlin Communications Ltd Oy, Espoo, Finland3), 4) 100 0 0 24 0

SAP Commercial Services Ltd., Valetta, Malta 100 0 0 1 0

SAP Malta Investments Ltd., Valetta, Malta 100 0 0 1 0

Khimetrics LTD, London, Great Britain4) 100 0 0 0 0

SAP Public Services BEE Investment Trust (Pty) Ltd i.L., 
Johannesburg, Südafrika4) 100 0 0 0 0

Ithinqcom (Pty) Ltd, Johannesburg, South Africa4) 100 0 0 – 67 0

Wicom Communications AB, Kista, Sweden3), 4) 100 0 – 1 10 2

Ambin Properties (Pty) Ltd, Johannesburg, South Africa4) 100 0 – 49 – 321 0

SAP Latvia SIA, Riga, Latvia3) 100 0 – 116 138 3

SAP Saudi Arabia Software Services LLC., Riyadh, 
Saudi-Arabia3) 100 0 – 449 23,790 8

Millsgate Holding B.V., Amsterdam, The Netherlands3), 4) 100 0 0 0 0

Americas

SAP America, Inc., Newtown Square, Pennsylvania, USA 100 2,501,509 165,731 1,398,187 5,133

SAP Labs, LLC, Palo Alto, California, USA4) 100 343,474 8,767 71,190 1,467

SAP Canada Inc., Toronto, Canada 100 342,570 12,377 154,712 1,003

SAP Public Services, Inc., Washington, D.C., USA4) 100 257,015 29,328 213,487 253

SAP Brasil Ltda, São Paulo, Brazil 100 247,924 13,584 63,916 733

SAP Global Marketing Inc., New York, New York, USA 100 177,796 1,526 13,398 342

SAP México S.A. de C.V., Mexico City, Mexico 100 167,084 11,231 33,055 377

SAP Retail, Inc., Scottsdale, Delaware, USA4) 100 142,252 12,257 316,249 323

SAP Andina y del Caribe, C.A., Caracas, Venezuela 100 122,832 – 17,902 – 18,882 291

SAP Governance Risk & Compliance, Inc., Fremont, 
California, USA4) 100 88,476 27,852 304,150 116

SAP ARGENTINA S.A., Buenos Aires, Argentina 100 83,083 8,603 14,254 396

SAP International, Inc., Miami, Florida, USA4) 100 31,155 2,061 7,155 52

OutlookSoft Corporation, Stamford, Connecticut, USA3), 4) 100 29,090 – 4,358 251,621 146

TomorrowNow, Inc., Bryan, Texas, USA4) 100 15,588 – 14,385 – 13,202 116

Frictionless Commerce, Inc., Cambridge, Massachusetts, 
USA4) 100 10,476 721 31,782 0

Triversity Corporation, Bristol, Pennsylvania, USA4) 100 4,764 715 5,857 0

SAP Government Support and Services, Inc., 
Newtown Square, Pennsylvania, USA4) 100 4,061 177 – 737 18

SAP Georgia LLC, Newtown Square, Pennsylvania, USA4) 100 1,058 – 849 9,264 0

MaXware, Inc., King of Prussia, Pennsylvania, USA3), 4) 100 326 – 76 – 547 0

SAP Properties, Inc., Newtown Square, Pennsylvania, USA4) 100 236 – 134 4,862 0

SAP Financial Inc., Toronto, Canada4) 100 0 30,373 – 9,582 0

SAP Investments, Inc., Wilmington, Delaware, USA4) 100 0 22,979 526,653 0

Frictionless Foreign Holding Company, Cambridge, 
Massachusetts, USA 100 0 0 0 0

110405, Inc., Palo Alto, California, USA 100 0 – 1 14,190 0

Khimetrics Canada, Inc., Montreal, Canada4) 100 0 – 169 0 0
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as at December 31, 2007 Number
Sales Net income/ of employees

revenues in loss (–) for Equity as at as at
Ownership 20071) 20071) Dec. 31, 20071) Dec. 31, 20072)

Name and location of company % €(000) €(000) €(000)

Asia Pacific Japan

SAP JAPAN Co., Ltd., Tokyo, Japan 100 461,255 34,923 206,604 1,348

SAP Australia Pty Limited, Sydney, Australia 100 224,664 20,700 86,739 465

SAP INDIA PRIVATE LIMITED, Bangalore, India 100 211,367 37,369 123,293 1,006

SAP (Beijing) Software System Co., Ltd., Beijing, China 100 156,757 14,281 46,842 1,741

SAP Asia Pte Ltd, Singapore 100 118,772 2,815 10,927 515

SAP Labs India Private Limited, Bangalore, India 100 117,563 5,793 17,821 3,871

SAP Korea Ltd., Seoul, Korea 100 84,015 7,258 19,045 194

SAP MALAYSIA SDN BHD, Kuala Lumpur, Malaysia 100 40,458 3,995 16,796 135

SAP TAIWAN CO., LTD., Taipeh, Taiwan 100 29,023 3,529 6,390 53

SAP SYSTEMS, APPLICATIONS AND PRODUCTS 
IN DATA PROCESSING (THAILAND) LTD., Bangkok, Thailand 100 28,934 3,292 24,402 50

SAP HONG KONG CO. LIMITED, Hong Kong, China 100 27,289 1,845 7,973 60

SAP New Zealand Limited, Auckland, New Zealand 100 25,151 1,580 14,907 36

PT SAP Indonesia, Jakarta, Indonesia 100 13,281 4,682 5,856 44

SAP PHILIPPINES, INC., Makati, Philippines 100 12,143 1,197 7,491 33

TIM System Inc., Seoul, Korea4) 100 4,754 906 15,446 31

TomorrowNow Singapore Pte Ltd., Singapore4) 100 1,185 – 492 – 1,568 13

TomorrowNow Australia Pty Ltd, Sydney, Australia 100 1,148 – 190 – 284 7

Virsa Systems Private Limited, Chandigarh, India4) 100 651 182 58 0

SAPMarkets Asia Pacific Solutions Pte Ltd, Singapore 100 0 6,939 104 0

SAP INDIA (HOLDING) PTE LTD, Singapore 100 0 – 10 251 0

II. Equity Method Investments

ArisGlobal Holdings, LLC, Stamford, Connecticut, USA4) 16 16,438 1,447 6,101 725

Procurement Negócios Eletrônicos S/A, Rio de Janeiro, 
Brazil 4) 17 4,036 48 62 0

Pandesic LLC i.L., Newtown Square, Pennsylvania, USA4) 50 0 0 0 0

Greater Pacific Capital (Cayman), L.P., George Town, 
Cayman Islands 4 no data available
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as at December 31, 2007

Name and location of company

III. Other Investments (ownership 5 or more percent)

Abaco Mobile, Inc., Alpharetta, Georgia, USA

Apriso Corporation, Long Beach, California, USA

Avokia, Inc., Toronto, Canada

Conformia Software, Inc., Sunnyvale, California, USA 

Dacos Software GmbH, Saarbrücken, Germany

Datria Systems, Inc., Englewood, Colorado, USA

Deutsches Forschungszentrum für Künstliche Intelligenz GmbH, Kaiserslautern, Germany

Human Resource Management & Consulting Co., Ltd., Tokyo, Japan

Ignite Technologies, Inc., Frisco, Texas, USA

iTAC Software AG, Dernbach, Germany 

Metallect Corp., Plano, Texas, USA

MVP Strategic Partnership Fund GmbH & Co. KG, Munich, Germany 

Onventis GmbH, Stuttgart, Germany 

OpsTechnology, Inc., San Francisco, California, USA

Orbian Corporation Ltd., Hamilton, Bermuda, USA

Particle Computer GmbH, Karlsruhe, Germany 

Ping Identity Corporation, Denver, Colorado, USA

Powersim Corporation, Herndon, Virginia, USA

Questra Corporation, Redwood City, California, USA

Realize Corporation, Tokyo, Japan

Reva Systems Corporation, Chelmsford, Massachusetts, USA

Selero, Inc., Denver, Colorado, USA

SocialText, Inc., Palo Alto, California, USA

Sonoa Systems, Inc., Santa Clara, California, USA

SupplyOn AG, Hallbergmoos, Germany 

T3C, Inc., Sunnyvale, California, USA

Venture-Capital Beteiligung GbR mbH, Stuttgart, Germany

Virtual Iron Software, Inc., Massachusetts, USA

Visiprise, Inc., Alpharetta, Georgia, USA

VoiceObjects Inc., San Mateo, California, USA

Zend Technologies, Ltd., Cupertino, California, USA

1) These figures are based on our local U.S. GAAP financial statements prior to eliminations resulting 
from consolidation and therefore do not reflect the contribution of these companies included in the 
consolidated financial statements. The translation of the equity into group currency is based on 
period-end closing exchange rates, and on average exchange rates for revenue and net income/loss.

2) As at December 31, 2007, including managing directors.
3) Consolidated for the first time in 2007.
4) Represents a wholly or majority owned entity of a subsidiary.
5) A portion of SAP’s external hosting revenue is not included here but in the revenue figures 

of the subsidiaries which sell the services to the customers.
6) Company with profit and loss transfer agreement.
7) The remaining shares are held by a trustee.
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FINANCIAL STATEMENT OF SAP AG
SHORT VERSION

Income Statement

€(000) 2007 2006

Total revenue 4,693,983 4,124,469

Other operating income 368,925 320,160

Cost of services and materials – 1,631,703 – 1,406,305

Personnel expenses – 927,037 – 933,466

Depreciation and amortization – 165,989 – 119,636

Other operating expenses – 1,316,041 – 1,098,237

Finance income 745,964 706,699

Income from ordinary activities 1,768,102 1,593,684

Income taxes – 492,530 – 409,250

Net income 1,275,572 1,184,434

Balance Sheet

€(000) 12/31/2007 12/31/2006

Intangible assets 445,207 188,452

Property, plant, and equipment 816,091 762,096

Financial assets 2,467,938 2,308,995

Fixed assets 3,729,236 3,259,543

Inventories 3,451 3,634

Accounts receivable 2,247,618 1,862,017

Marketable securities 1,938,319 1,998,316

Liquid assets 755,532 874,522

Short-term assets 4,944,920 4,738,489

Deferred taxes 20,793 28,465

Prepaid expenses and deferred charges 47,134 28,551

Total assets 8,742,083 8,055,048

Shareholders’ equity 5,198,139 5,252,181

Reserves and accrued liabilities 783,534 746,291

Other liabilities 2,757,417 2,053,416

Deferred Income 2,993 3,160

Total shareholders’ equity and liabilities 8,742,083 8,055,048

The complete financial statements and unqualified auditor’s report for SAP AG are filed with the operator of the 
electronic version of the Bundesanzeiger (German Federal Gazette), which publishes them and forwards them to 
the Unternehmensregister (German Companies Register). They can be obtained from SAP AG on request.
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FIVE-YEAR SUMMARY

SAP Group

€ millions, unless otherwise stated 2003 2004 2005 2006 2007

Revenue and income

Software revenue 2,147 2,361 2,743 3,003 3,407

– thereof EMEA 1,245 1,292 1,368 1,492 1,697

– thereof Americas 627 780 1,024 1,133 1,228

– thereof Asia Pacific Japan 275 289 351 378 482

Software and software-related service revenue 4,716 5,184 5,955 6,596 7,427

Total revenue 7,025 7,514 8,509 9,393 10,242

% product revenue 67% 69% 70% 70% 73%

Operating Income 1,724 2,018 2,337 2,578 2,732

Operating margin in % 25% 27% 27% 27% 27%

Stock-based compensation charges 130 38 45 99 95

Acquisition-related charges 26 30 34 43 61

Interest income, net 43 56 90 120 135

Financial income, net 16 41 10 122 124

Income before income taxes 1,777 2,073 2,323 2,688 2,857

Profit sales ratio (income before income taxes as a 
percentage of total revenue) 25% 28% 27% 29% 28%

Return on equity (net income as a percentage of average equity) 33% 32% 29% 35% 31%

Income taxes – 693 – 757 – 818 – 805 – 921

Net income 1,077 1,311 1,496 1,871 1,919

Liquidity and Cash flow

Net cash provided by operating activities from 
continuing operations 1,499 1,845 1,612 1,855 1,950

Net cash used in investing activities from 
continuing operations – 1,193 – 748 – 574 – 132 – 1,392

Net cash used in/provided by financing activities from 
continuing operations – 315 – 388 – 555 – 1,375 – 1,287

Cash and cash equivalents 839 1,506 2,064 2,399 1,608

Restricted cash n/a n/a n/a n/a 550

Short-term investments n/a n/a 1,782 931 598

Group liquidity (cash and cash equivalents/short-term 
investments); 2003–2004 Liquid assets 2,096 3,197 3,846 3,330 2,756

Days sales outstanding (DSO) 76 71 68 68 66
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SAP Group

€ millions, unless otherwise stated 2003 2004 2005 2006 2007

Assets and Equity

Accounts receivable 1,771 1,929 2,250 2,440 2,895

Current assets 5,380 4,850 6,520 6,324 6,408

Long-term assets 946 2,735 2,520 3,179 3,958

Current liabilities (including deferred income) 2,237 2,592 2,743 2,773 3,199

Long-term liabilities (including deferred income 
and minority interest) 379 399 515 594 664

Shareholders’ equity (incl. temporary equity) 3,709 4,594 5,782 6,136 6,503

Total assets 6,326 7,585 9,040 9,503 10,366

Equity ratio (Equity as a percentage of the Total assets) 59% 61% 64% 65% 63%

Debt-equity ratio (Liabilities as a percentage of Total assets) 41% 39% 36% 35% 37%

Purchase of intangible assets, property, plant, 
and equipment (incl. acquisitions) 275 338 504 912 1,100

Depreciation and amortization 216 210 204 215 263

Depreciation and amortization as a % of purchase 78% 62% 40% 24% 24%

Employees1) and personnel expenses

Number of employees, year-end 29,610 32,205 35,873 39,355 44,023

Number of employees, annual average 29,098 31,224 34,550 38,053 42,302

Personnel expenses 2,937 2,968 3,365 3,833 4,174

Personnel expenses – excluding stock-based compensation 2,807 2,930 3,320 3,788 4,129

Personnel expenses per employee – excluding share-based 
compensation in thousands of € 96 94 96 100 98

Research and development expenses

Research and development expenses 872 908 1,089 1,335 1,458

as a percentage of total revenue 12% 12% 13% 14% 14%

Number of employees in R&D, year-end1) 8,854 9,882 10,215 11,801 12,951

1) Based on full-time equivalents.
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SAP Group

€ millions, unless otherwise stated 2003 2004 2005 2006 2007

Financial performance measures

Shares outstanding as of year-end in million2) 1,262 1,264 1,266 1,268 1,246

Weighted average shares – basic in million2) 1,243 1,243 1,239 1,226 1,207

Earnings per share from continuing operations in €2) 0,87 1,05 1,21 1,53 1,60

Weighted average shares – diluted in million2) 1,246 1,249 1,243 1,231 1,210

Earnings per share from continuing operations – diluted in €2) 0.87 1.05 1.21 1.53 1.60

Dividend per common share in €2), 3) 0.20 0.28 0.36 0.46 0.50

Dividend distributions3) 249 340 447 556 587

Dividend distributions as a percentage of net income3) 23% 26% 30% 30% 31%

Stock prices at year-end – common share in €2) 33.29 32.85 38.29 40.26 35.53

Stock prices – common share – peak in €2) 33.50 35.68 39.11 46.86 42.27

Stock prices – common share – lowest in €2) 16.91 29.03 27.66 34.56 33.37

Market capitalization in billions of € 42.0 41.5 48.5 51.0 44.3

Return on SAP common shares 
1 year investment period in %4) 80.28 – 1.32 17.75 6.00 – 10.60

Return on SAP common shares 
5 years investment period in %4)) 2.10 – 3.80 4.96 2.60 14.50

Return on SAP common shares 
10 years investment period in %4) 36.75 22.88 15.60 16.90 5.20

Cash earnings according to DVFA/SG5) 1,478 1,606 1,753 2,104 2,241

2) All amounts shown reflect the issuance of bonus shares at a 1-to-3 ratio under the capital 
increase described in Note 23. Prior period amounts have been adjusted accordingly.

3) For the year 2007 proposed dividend and based on 2007 closing level of Treasury stock.
4) Assuming all dividends are reinvested (no tax credit).
5) Cash Earnings according to DVFA is based on the numbers from continued operations
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Financial Calendar

2008

April 30
Preliminary results for the first quarter of 2008

June 3
Annual General Meeting of Shareholders, 
Mannheim, Germany

June 4
Dividend payment

July 29
Preliminary results for the second quarter of 2008

October 28
Preliminary results for the third quarter of 2008

2009

January 29
Preliminary results for fiscal year 2008 
Press and analyst conference and teleconference

May 20
Annual General Meeting of Shareholders, 
Mannheim, Germany

May 22
Dividend payment

002 SAP Annual Report 2007 – Vision and Values

SAP experienced an outstandingly dynamic year in 2007.
We introduced an entirely new solution for small businesses
and midsize companies and carried out the largest  acqui -
sition in our history. As these two milestones illustrate, we
are moving forward and setting the course for the future.
At the same time, our innovations in our product and
 business models successfully enhanced our core busi-
ness, enabling us to achieve excellent results for the year:
SAP generated revenue in excess of €10 million for the
first time. On a constant currency basis, our growth was
the strongest for seven years, with an operating margin 
at the upper limit of our guidance. With 8,100 new
 customers, we increased our market share by another 
four percentage points.

So was it a successful year all round? Unfortunately not.
As an SAP shareholder, you cannot be satisfied with the
development of our share price. Neither are we.  Never the -
less, you invested in SAP or decided to hold true to your
investment. For that, I would like to thank you on  behalf of
the SAP Executive Board and our employees. We strongly
believe that you have made a good decision. We also
 believe that we, too, have made good decisions that justify
the trust you have shown in us.

Strong Growth from Inside

We continued to pursue our strategy of organic growth in
2007, increasing software and software-related service
revenue by 17% on a constant-currency basis. This result
significantly exceeds our forecast. It is an excellent bill of
health for our core business, which remains very prof-
itable. The results were slightly hampered by the additional
investments announced in early 2007 for SAP Business
ByDesign. We are convinced, however, that these short-
term investments will reward us with medium- to long-term
benefits. 

SAP Business ByDesign completes our offering for small
business and midsize companies. We are already market
leaders in that area, and have been since 2005, with our
products SAP Business All-in-One and SAP Business One.

Dear shareholders, customers, partners, and colleagues,

LETTER TO THE SHAREHOLDERS
GROWTH THROUGH INNOVATION

With SAP Business ByDesign, a newly developed product
with a new business model, SAP has entered the on-
 demand market. Unlike the on-demand products from other
vendors, however, SAP Business ByDesign supports all
business processes that customers require. Our portfolio
now encompasses solutions for enterprises of all sizes
and in all industries. Our industry expertise in particular is
one of SAP’s key strengths. 

Co-innovation within a network of partners is essential 
in the software industry. Working with our partners to gain
new know-how and generate fresh ideas enables SAP to
stay decisively ahead of the competition. We are therefore
enhancing our own research and development organization
with many other centers of innovation, ranging from select
universities (including our University Alliance program),
 industry forums and online communities to the Co-Innova-
tion Lab opened in Palo Alto, California, in mid-2007. 

Secure Innovations for our Customers

Because of our uncompromising commitment to fulfilling
our customers’ requirements and our innovation leader-
ship, we can continually provide the right products to add
value and create competitive advantages for our cus-
tomers. This illustrates the changed role of enterprise soft-
ware: Whereas efficiency and cost reduction were once
the primary concern, today’s enterprise software increas-
ingly focuses on providing new ways to add value and
 differentiate companies from the global competition. This
shift is enabled by a business process platform based on
our enterprise service-oriented architecture (enterprise
SOA). With this platform, it is much easier for companies
to implement process improvements and new business
models. 

In 2004, we drew out a road map to establish enterprise
SOA – a task we have now completed with the release of
SAP ERP 6.0. The more than 5,100 customers using
 enterprise SOA in production at the end of 2007 are the
strongest evidence for the success of this innovation
 strategy for SAP Business Suite, complemented by the 
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Addresses

Group Headquarters

SAP AG
Dietmar-Hopp-Allee 16
69190 Walldorf
Germany

Tel. +49 6227 74 74 74
Fax +49 6227 75 75 75
E-mail info@sap.com
Internet www.sap.com

The addresses of all our international subsidiaries 
and sales partners are on the Internet at
www.sap.com/contactsap.

For more information about the matters discussed
in this Annual Report, please contact:

Investor Relations
Europe and Asia:
Tel. +49 6227 74 15 51
Fax +49 6227 74 08 05
E-mail investor@sap.com
Internet www.sap.de/investor

Americas:
Tel. +1 877 727 78 62
Fax +1 212 653 96 02
E-mail investor@sap.com
Internet www.sap.com/investor

Press
Tel. +49 6227 74 63 11
Fax +49 6227 74 63 31
E-mail press@sap.com
Internet www.sap.de/press

Publications for Shareholders

The following publications are available from SAP Investor
Relations:

• SAP Group Annual Report (U.S. GAAP, 
in English or German)

• IFRS Financial Reports SAP Group (in English or German)
• Annual Report on Form 20-F (in English)
• SAP AG Statutory Financial Statements and Review 

of Operations (HGB, in German)
• SAP Quarterly Reports (in English or German)
• SAP INVESTOR magazine (in English or German)

All of these documents, plus financial data spreadsheets
and other shareholder services, are also available on 
the Internet at www.sap.com/investor, or in German at
www.sap.de/investor.

Full information on the governance of SAP is available at
www.sap.com/corpgovernance. Materials include:

• SAP’s Articles of Incorporation
• German Stock Corporation Act, Section 161,

 Declaration Concerning SAP AG’s Implementation of
the German Corporate Governance Code

• SAP’s Principles of Corporate Governance
• SAP’s Code of Business Conduct
• Information about the management of the company,

 including the directors on the governing bodies
• Details of the directors’ dealings in SAP shares
• Shareholder meeting papers and ballot results 
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FINANCIAL SUMMARY
FACTS AND FIGURES (U.S. GAAP)

Software and Software-Related Service Revenue
€ millions |  change since previous year

4,716 5,184 5,955 6,596 7,427

0% +10% +15% +11% +13%
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2003 2004 2005 2006 2007

Total Revenue
€ millions |  change since previous year

7,025 7,514 8,509 9,393 10,242

–5% +7% +13% +10% +9%
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Operating Income
€ millions |  change since previous year

1,724 2,018 2,337 2,578 2,732

+6% +17% +16% +10% +6%
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0

2003 2004 2005 2006 2007

Operating Margin
Percent |  change since previous year in percentage points

24.5 26.9 27.5 27.4 26.7

+2.6% +2.4% +0.6% –0.1% –0.7%

24

18

12

6

0

2003 2004 2005 2006 2007

Net Income
€ millions |  change since previous year

1,077 1,311 1,496 1,871 1,919

+112% +22% +14% +25% +3%
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Revenue Breakdown by Sales Destination
€ millions |  percent  |  change since previous year 

USA 2,706

26% | +4%
�

Rest of 
Asia Pacific Japan 828

8% | +22%
�

Rest of 
Americas 871

9% | +12%
�

Japan 447
�

4% | +4%

Germany 2,004
�

20% | +5%

Rest of EMEA 3,386
�

33% | +13%

Revenue Breakdown by Type of Activity
€ millions |  percent  |  change since previous year  |  
constant-currency change since previous year

Consulting 2,221

22% | –1% | +2%
�

Training 410

4% | +7% | +11%
�

Other service 113

1% | +18% | +23%
�

Software 3,407
�

33% | +13% | +18%

Support 3,838
�

37% | +11% | +15%

Other 71

1% | +3% | +7%

Subscription 
and other software-  
related service 182

�
2% | +41% | +46%

Core Enterprise Applications Vendor Share¹⁾
Percent |  change since previous year in percentage points

Rest of market 51.9

–5.7%
�

SAP 28.4
�

+4%

Oracle 16.5
�

+1.4%

Microsoft 3.3
�

+0.4%

¹⁾ Based on worldwide software and software-related services revenues on a rolling four-quarter basis, 
for Microsoft and Oracle business solutions only.
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Innovation is no longer the exclusive realm of the research and
 development lab. Today, it’s the responsibility of every person in every
 organization – every business day.

SAP fosters innovation at the speed of today’s fast-moving business
 environment. From technology platforms that allow applications to be cus-
tomized “on the fly,” to comprehensive support services, to the world’s
most complete family of solutions for businesses of all sizes, we provide
the tools that enable customers to stay one step ahead of  relentless
change while helping individual users work more productively. What’s more,
we deliver these tools with the added  value of unparalleled expertise 
in more than 25 distinct industries, and the support of the world’s largest
partner ecosystem.

This unique combination has helped SAP become the world’s enterprise
software leader, with 43,800 employees in more than 50 countries, and
over 46,100 customers worldwide.

SAP continues to accelerate the pace of change, through new technology
platforms, new applications, and new best practices, to serve an ever-
 expanding universe of customers, industry categories, and business roles.
Because innovation and responsiveness are what our business is all about.

HELPING CUSTOMERS ADAPT TO A WORLD OF CHANGE
OUR ROAD MAP TO THE FUTURE

Financial Summary


