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FACTS & FIGURES 2017

NEW RECORD FIGURES

All regions were able to further increase market share. Due to strong growth
momentum and disciplined cost management, operating profit and net profit
increased at a disproportionally high rate — resulting in new record figures.

in CHF mn Changes in %
6,248.3 Net sales +8.7%
896.3 Operating profit (EBIT) +12.7%
649.0 Net profit +14.5%
496.8 Operating free cash flow -15.3%
29.8% ROCE +1.1 pp*
9 New factories
3 New national subsidiaries
7 Acquisitions
18,484 Employees
13 Hours of training per employee
905 Employeesin R&D
20 Global Technology Centers
-8% Workplace accidents

* percentage points
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NET SALES (CONSOLIDATED)

in CHF mn Growth in % in local currencies

6,600
+9.4% +13.0% +6.2% +5.5% +9.0%
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GROUP MANAGEMENT

IVO SCHADLER CHRISTOPH GANZ

EMEA North America

With Sika for 21 years in With Sika for 22 years in

Switzerland and the UK Switzerland, France, and the USA
JOSE LUIS VAZQUEZ YUMI KAN MIKE CAMPION
Latin America Construction Asia/Pacific
With Sika for 34 years in Spain With Sika for 26 years in With Sika for 20 years in
and Latin America Switzerland and Asia Asia and the USA

(until March 2018)

THOMAS HASLER ADRIAN WIDMER

Industry and Automotive CFO

With Sika for 29 years in With Sika for 11 years in

Switzerland and the USA Switzerland
PAUL SCHULER FRANK HOFFLIN
CEO Technology (CTO)
With Sika for 30 years in With Sika for 15 years in
Switzerland, Germany, Switzerland and the USA
and the USA
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BENEFITS: PERQUISITES

Members of Group Management are also provided with certain executive perquisites such as a company car allowance and other
benefits in kind, according to competitive market practice in their country of contract. The monetary value of these other elements
of compensation is evaluated at fair value and is included in the disclosure in the compensation tables.

EMPLOYMENT CONTRACTS

The members of Group Management are employed under employment contracts of unlimited duration and are all subject to a notice
period of one year. Members of Group Management are not contractually entitled to termination payments or any change-in-control
provisions other than the early vesting and early unblocking of share awards mentioned above. Their contract may foresee non-
competition provisions that are limited in time to maximum two years and which allow compensation up to maximum six months.
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COMPENSATION AWARDED TO THE BOARD OF DIRECTORS IN 2017

This section is audited according to Article 17 of the Ordinance against Excessive Compensation in Listed Stock Corporations.

In 2017, the members of the Board of Directors received no compensation because the compensation of the Board of Directors for
the period from the 2017 Annual General Meeting to the 2018 Annual General Meeting has not been approved by the shareholders

and therefore could not be paid out. The compensation of the Board of Directors for the period from the 2016 Annual General Meet-
ing to the 2017 Annual General Meeting had not been approved by the shareholders either and therefore could not be paid out.

COMPENSATION EFFECTIVELY PAID

in CHF Retainer Commit- Value of Social Total 2017  Retainer Social Total 2016

(cash)* tee Fees Shares? security (cash)* security

(cash)

Paul Halg, 0 0 0 0 0 0
Chairman
Jurgen Tinggren 0 0 0 0 0 0
Urs F. Burkard, 0 0 0 0 0 0
NCC Member
Willi K. Leimer, 0 0 0 0 0 0
AC Member
Monika Ribar, 0 0 0 0 0 0
AC Chairwoman
Christoph Tobler, 0 0 0 0 0 0
AC Member
Daniel J. Sauter, 0 0 0 0 0 0
NCC Member
Ulrich W. Suter
Frits van Dijk
NCC Chairman
TOTAL 0 0 0 0 0 0

1) Includes the representation allowance for the Chairman of the Board of Directors.

2) Fair market value is defined as the average closing price of the first five trading days in April before the beginning of the year of office.

The table below discloses the remuneration that will be paid out to the Board of Directors for the year 2017 under the assumption
of a positive shareholders’ vote on compensation.

The amounts for the retainer in cash, the committee fees and the allocation of restricted shares have remained unchanged since

2012.
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The total amount of compensation of CHF 18.7 million awarded to Group Management in 2017 is above the maximum aggregate
amount of compensation of CHF 18 million approved by the shareholders at the 2016 Annual General Meeting for business year 2017.
This is due to the appointment of three new members into Group Management and to the fact that the members who have stepped
down from Group Management while remaining employed within the company continue to receive their compensation for a period
of 12 months according to their contract of employment as Group Management member. The compensation in excess of the stan-
dard compensation for their new role has been fully included in the table above.

Pursuant to the provisions of the Articles of Association, the Board may award each new member of Group Management a maxi-
mum of 200% over the average total compensation of the Group Management during the previous fiscal year. For 2017, this allows
for a potential maximum additional amount of CHF 5.6 million for each new member of Group Management. The compensation for
the three new members of Group Management Mike Campion, appointed Head of APAC as from April 1, 2017, Frank H6 in, ap-
pointed CTO as from April 1, 2017 and, Ivo Schadler, appointed Head EMEA as from July 1, 2017, was first allocated in the amount of
CHF 2 million to exhaust the approved maximum aggregate compensation amount of CHF 18 million and then in the amount of CHF
663,755 against the additional amount of which CHF 248,908 relate to the compensation for Mike Campion, CHF 248,908 for Frank
H6 inand CHF 165,939 for Ivo Schédler.

PERFORMANCE IN 2017 (NOT AUDITED)

The business year 2017 has been a strong year for Sika, with an 8.7% revenue growth (in local currencies 9.0%) and 12.7% profit-
ability increase (earnings before interest and tax). In the performance bonus, Sika has outperformed the peer companies both in
terms of net sales growth (ranked 6th, payout of 157%) and in terms of EBIT improvement year on year (ranked 7th, payout of
144%). The group performance achievement is estimated at 148.5% (best-estimate at time of publication) and will be calculated
by Obermatt based on the annual report publications of the peer companies before the payout date in April 2018. This compares to
a strong year 2016, where Sika outperformed its peers (13th rank on net sales growth and 8th rank on EBIT improvement), with
a payout of 127%.

Individual performance, which is mainly measured by EBIT and net working capital improvement versus previous year, at Group and
regional level, ranges from 103% to 168% for members of Group Management and amounts to 118% for the CEO (average of target
achievement as CEO and as Head EMEA). Consequently, the overall bonus payout percentage ranges from 130% to 150% (cap) for
Group Management and amounts to 136% for the CEO (average of target achievement as CEO and as Head EMEA). This compares
to a payout range of 122% to 150% for Group Management and to a payout of 147% for the CEO in 2016.

Objectives Threshold Target Cap

Group
Group Net sales growth (relative) |
Group EBIT improvement (relative) |

Individual

Group & Regional operating EBIT B a

Group & Regional Net Working Capital = u
People & Project goal = |

Total —a

0% 25% 50% 75% 100% 125% 150% 175% 200%

In the Long-Term Incentive that has been granted in 2017 (LTI 2017-2019), 414 performance share units have been granted to the
members of Group Management. Those PSU had an overall grant value of CHF 1'769’338 million and will vest on December 31, 2019
based on the average ROCE performance during 2017-2019 and upon the continuous employment of the participant.

In the long-term incentive that vested in 2017 (LTI 2015-2017), the performance condition of 24% average ROCE over the vesting
period has been overachieved: The average three-year ROCE, excluding acquisitions, amounts to 29.7%, leading to a payout of 100%
(cap). Therefore, the 439 units granted to the current members of Group Management (including the new CEO) have vested with a
vesting value of CHF 3.4 million. The value at vesting is higher than the value at grant due to the positive development in the share
price during the vesting period (2015-2017).
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OVERVIEW OF THE UNVESTED PSU GRANTS (INCLUDES MEMBERS OF GROUP MANAGEMENT AS OF DECEMBER 31, 2017)

Plan Grant date Performance Vesting Number of Total value  Vesting Number of Total value
(PSU)* Period date (PSU) PSU atgrant level in % shares at vesting
granted (CHF) of grant (Vesting) (CHF)
LTI2015  Group Mgt. 01.01.2015 2015 - 2017 31.12.2017 439 1,534,745 100% 439 3,397,860
(incl. CEO)
CEO 01.01.2015 2015 - 2017 31.12.2017 116 400,418 100% 116 897,840
LTI 2016  Group Mgt. 01.01.2016 2016 - 2018 31.12.2018 481 1,902,852 To be To be To be
(incl. CEO) determined  determined  determined
CEO 01.01.2016 2016 - 2018 31.12.2018 141 596,704 To be To be To be
determined  determined  determined
LTI 2017  Group Mgt. 01.01.2017 2017 - 2019 31.12.2019 414 1,769,338 To be To be To be
(incl. CEO) determined  determined  determined
CEO 01.01.2017 2017 - 2019 31.12.2019 141 842,838 To be To be To be
determined determined determined

* For new members of Group Management, grant date may be di erent (pro-rata participation in the previous LTI that are still in the vesting period).

In the year under review, no compensation was paid to former members of Group Management. No compensation was paid to
parties closely related to members of Group Management.

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

year under review.
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SHAREHOLDINGS OF THE MEMBERS OF THE BOARD OF DIRECTORS
AND GROUP MANAGEMENT IN 2017

At the end of 2017, members of the Board of Directors held a total of 3,292 bearer shares of Sika AG (2016: 3,292). At the end of 2017,
members of the Group Management held a total of 2,982 bearer shares of Sika AG (2016: 5,795). This figure includes both privately
acquired shares and those allocated under the Group’s compensation schemes. Because of the new composition of Group Manage-
ment, the figures cannot be compared on an exact basis.

At the end of 2017, members of the Board of Directors and of Group Management did not hold any options.

Information regarding participations of the Board of Directors and Group Management in Sika AG can be found in the Sika AG Financial
Statements (on page 154 of the download version of this report).

EQUITY OVERHANG AND DILUTION AS OF DECEMBER 31, 2017

In total as of December 31, 2017, the equity overhang, defined as the total number of share units and restricted shares outstanding
divided by the total number of outstanding shares (2'151'199 bearer shares and 2'333'874 registered shares) amounts to 11’617 units,
0.26%.

The company’s “burn rate,” defined as the number of equities (shares and share units) granted in 2017 (3’412 units) divided by the
total number of common shares outstanding is 0.08%.
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REPORT OF THE STATUTORY AUDITOR TO THE ANNUAL GENERAL MEETING
OF SIKA AG, BAAR

REPORT OF THE STATUTORY AUDITOR ON THE COMPENSATION REPORT
We have audited pages 66 to 69 of the Compensation Report of Sika AG for the year ended December 31, 2017.

BOARD OF DIRECTORS’ RESPONSIBILITY

The Board of Directors is responsible for the preparation and overall fair presentation of the Compensation Report in accordance
with Swiss law and the Ordinance. The Board of Directors is also responsible for designing the remuneration system and defining
individual remuneration packages.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on the accompanying Compensation Report. We conducted our audit in accordance with
Swiss Auditing Standards. Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the Compensation Report complies with Swiss law and articles 14-16 of the Ordinance.

An audit involves performing procedures to obtain audit evidence on the disclosures made in the Compensation Report with regard
to compensation, loans and credits in accordance with articles 14-16 of the Ordinance. The procedures selected depend on the audi-
tor’s judgment, including the assessment of the risks of material misstatements in the Compensation Report, whether due to
fraud or error. This audit also includes evaluating the reasonableness of the methods applied to value components of remuneration,
as well as assessing the overall presentation of the Compensation Report.

We believe that the audit evidence we have obtained is su cient and appropriate to provide a basis for our opinion.

OPINION
In our opinion, the Compensation Report for the year ended December 31, 2017, of Sika AG complies with Swiss law and articles 14-16
of the Ordinance.

Zurich, February 21, 2018

ERNST & YOUNG LTD
CHRISTOPH MICHEL MARC RUEGSEGGER
Licensed audit expert Licensed audit expert

(Auditor in charge)
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GROUP REVIEW



GROUP REPORT

RECORD RESULT ON THE BACK OF STRONG GROWTH MOMENTUM

The Sika success story continued in 2017 with
another record year. In local currencies, 2017
sales increased by 9.0% to CHF 6,248.3 million.
Strong growth momentum and disciplined
cost management led to new record figures of
CHF 896.3 million (+CHF 101.0 million, +12.7%)
for operating profit and CHF 649.0 million
(+14.5%) for net profit. In the reporting year,
19 key investments were executed with

a view to driving future growth. The strategic
targets for 2020 were confirmed, and the
growth target for 2018 raised to more than 10%.

GROWTH IN ALL REGIONS

In 2017, sales in the EMEA region (Europe, Middle East, Africa)
increased by 7.5% in local currencies (previous year: 4.6%). The
major EU countries with the core markets of France, Italy, and
the UK recorded strong growth rates. The Middle East, Eastern
Europe, and Africa delivered double-digit growth.

At 18.4%, it was the North America region that posted the
strongest growth (previous year: 7.8%), of which 8.5% was
through acquisitions. Sika reported a significant increase in its
business volume in the USA, growing much more rapidly than
the local construction market in the reporting year. The positive
development of the North American business was attributable
in particular to the targeted investment in this region over the
last few years.

The Latin America region increased sales by 3.3% (previous year:
5.1%). Both Mexico and Argentina generated above-average
growth. By contrast, construction activity continued to develop
modestly in the more commodity-based countries of this region,
such as Brazil, Peru, and Chile.

Sales in the Asia/Pacific region rose by 5.2% (previous year:
3.6%). High growth rates were recorded in China, while double-
digit growth was achieved in Australia, New Zealand, and Thai-
land.

In the “Other segments and activities” area, Sika generated
growth of 14.0% in local currencies (previous year: 11.7%). The
automotive business, which is managed centrally on a global
basis, forms a key part of these areas of operation. Posting
organic growth of 20.2% in the fourth quarter, Sika significantly
exceeded the growth of the market as a whole.

In local currencies, Sika increased its sales of special chemical
products for the construction industry by 9.0%. Sales of solu-
tions for industrial applications were up 8.7% in local currencies.

2020 STRATEGIC TARGETS SET TO BE MET

The Group’s accelerated expansion into growth markets cont-
inued in 2017, with a total of 19 key investments in nine new fac-
tories, three newly established national subsidiaries, and seven
acquisitions (see Group Report Regions, download PDF p. 76).
Along with its annual growth target of 6-8%, Sika is seeking to
achieve an EBIT margin of 14-16% and operating free cash flow of
more than 10% of net sales by 2020. At the same time, the return
on capital employed (ROCE) should amount to more than 25%.

The Group’s international expansion will be further driven over

the same period with 21 additional factories and five new na-
tional subsidiaries.

RECORD PROFIT

The high growth momentum produced above-average increases
in the operating result and profit. Commodity price increases
and volatility posed a challenge, with access to commodities in
China, for example, being limited by environmental regulations
imposed by the state. Thanks to persistent cost management,
margins were boosted further while record figures were re-
corded for both EBIT (CHF 896.3 million, +12.7%) and net profit
(CHF 649.0 million, +14.5%).

The tax rate decreased to 24.7% (previous year: 25.0%).
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SELECTIVE INVESTMENTS, IMPROVED KEY
PROFIT AND LOSS FIGURES

Sika invested in production capacity expansion in order to be
able to act fast and tap into the business potential o ered by
high-growth markets. At CHF 163 million, investments in new
factories and maintenance of existing manufacturing facilities
were higher year on year (previous year: CHF 155 million).

At 19.0%, the ratio of net working capital to net sales rose
slightly, partly as a result of the sharp increase in acquisition
activity (previous year: 18.4%). The management of inventories
and accounts receivable remains a major priority. As at year-end,
cash and cash equivalents amounted to CHF 1,037.9 million
(previous year: CHF 1,155.0 million). The net credit balance once
again remained high in the reporting year at CHF 293.8 million
(previous year. CHF 415.6 million), while gearing likewise
remained at a solid level, namely —8.6% (previous year: —14.1%).
Return on capital employed (ROCE) reached a new record level
of 29.8% (previous year: 28.7%).

The equity ratio now stands at 58.9% (previous year: 57.8%),
thereby confirming Sika’s solid financial base.
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GROUP REPORT REGIONS

GROWTH IN ALL REGIONS

All regions reported higher sales and were able
to further increase market share. Particularly
high growth rates were achieved in the USA,
Mexico, Argentina, China, Southeast Asia, the
Pacific area, the Middle East, Eastern Europe,
and Africa, as well as in the automotive area.

EMEA

Reporting a sustained phase of solid growth, the eurozone
countries saw positive momentum in 2017. Stable investment
and export revenues, extremely low interest rates, and a dy-
namic global economy stimulated the majority of EU markets.
Gross domestic product growth of more than 2% energized the
European construction industry.

In the 2017 financial year, Sika's sales in the EMEA region
(Europe, Middle East, Africa) were up by 7.5% in local curren-
cies (previous year: 4.6%). The major EU countries with the core
markets of France, Italy, and the UK recorded strong growth
rates. The Middle East, Eastern Europe, and Africa delivered
double-digit growth.

In Africa, Sika's presence was further strengthened through the
founding of a new national subsidiary in Senegal and the com-
mencement of operations at three new factories. In both Dar es
Salaam, Tanzania, and Douala, Cameroon, the first factories for
concrete admixtures came into service, while a second factory
for the local production of mortar products was established in
Luanda, Angola. In Kazakhstan, concrete admixture and mortar
production in Almaty was transferred to a larger site. In Russia,
anew production line for PVC membranes was set up at the fac-
tory in Lobnya, near Moscow. Furthermore, manufacturing
capacity was expanded at Lahore, Pakistan, with the opening of
a new factory for mortar products and concrete admixtures.
A new facility for the production of high-performance concrete
fibers for customers in the EMEA region began operations at the
Troisdorf site in Germany.

Bitbau Dorr, a leading supplier of waterproofing systems, was
acquired in Austria, while ABC Sealants, a well-known manufac-
turer of sealants and adhesives for the interior finishing sector,
was taken over in Turkey. Through the purchase of KVK Holding,
which is based in the Czech capital, Prague, the Sika Group also
acquired an established supplier of waterproofing and roofing
systems as well as mortar products.

NORTH AMERICA

Economic growth and investment sentiment in the USA stayed
strong in the year under review and remained at a high level. A
significantly larger number of building projects than in the pre-

ceding years led to 4% growth in the construction industry. The
tax reform is expected to provide sustained stimulus for the US
economy and construction sector. Canada’s construction indus-
try found itself in slightly negative territory — a recovery is pro-
jected for 2018.

At 18.4%, it was the North America region that posted the
strongest sales growth within the Sika Group (previous year:
7.8%), of which 8.5% was through acquisitions. Sika signifi-
cantly boosted its business volume in the USA, thus growing at
a much faster rate than the local construction market in 2017.
Targeted investments in North America over the last few years
contributed substantially to this positive business performance.
These include the development of the sales organization, the
implementation of the growth strategy through the acquisition
of companies, and the significant expansion of the supply chain
with new factories located close to fast-growing metropolitan
areas. At the end of 2017, a new factory for concrete admixtures
and mortar was opened near Houston, with a view to tapping
into the huge growth potential of the construction market in
Texas and the wider southwest of the USA.

The o ering for concrete contractors was expanded with the
takeover of Butterfield Color Inc., a leading manufacturer of
decorative concrete floors and systems in the USA. At the end of
the year, Sika also acquired Emseal Joint Systems, Ltd., a high-
performance supplier of structural expansion joints.

LATIN AMERICA

The markets in Latin America presented a very varied picture.
Brazil, as the largest economy with a significant construction
market in the region, saw a further downturn owing both to an
absence of public and private investment as well as to continu-
ing political instability. The Argentinian economy gained trac-
tion in the wake of political reforms, and Mexico and Colombia
posted further growth.

The Latin America region increased sales by 3.3% (previous year:
5.1%). Both Mexico and Argentina generated above-average
growth. Construction activity is still subdued in the countries
within the region that are more dependent on the raw material
sector, such as Brazil, Peru, and Chile. The supply chain in Mexico,
a high-growth market, was further expanded through invest-
ment in a new factory for mortar products and concrete admix-
tures in Coatzacoalcos. Sika’s presence in Central America was
also reinforced by the foundation of a new national subsidiary in
El Salvador.

The acquired brands of Grupo Industrial Alce have strengthened
Sika’s presence in Mexico in respect of both major projects and
local specification capabilities. Moreover, the additional produc-
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tion site close to Mexico City facilitates the rapid supply of liquid-
applied and bituminous membranes to this huge metropolis.

ASIA/PACIFIC

China’s economy continued to grow in the year under review,
thanks to a sound real estate market and continuous invest-
ments in infrastructure, both of which lifted demand in the
construction supplies industry. In the Pacific area, Australia
achieved a consistently positive performance owing to low
interest rates, a stable economy, and investment in major proj-
ects. In South- east Asia, further economic growth was, for
example, reported by Malaysia, and Thailand, with investments
in infrastructure expansion proving growth drivers in local con-
struction markets.

Sales in the Asia/Pacific region rose by 5.2% (previous year:
3.6%). High growth rates were achieved in China, and double-
digit increases in Australia, New Zealand, and Thailand.

Sika reached a major milestone in Asia: following the founding
of a new national subsidiary in Bangladesh, the Group is now
represented in 100 countries worldwide.

THE REGIONS IN BRIEF

OTHER SEGMENTS

With 95 million new vehicles sold, global car production grew by
2.1% year on year. In 2017 as well, the automotive sector was
dominated by the megatrends lightweight construction, electro
mobility, eco-friendliness, and safety combined with increased
comfort. Numerous automakers responded by making large-
scale investments in the development of electric drive systems
in readiness for the announced changes to the regulatory frame-
work in various countries. Sika aims to profit more than average
from the electro mobility megatrend and increase its share in
components per vehicle by over 20%.

Sika’s “Other segments and activities” generated sales growth
of 14.0% in local currencies (previous year: 11.7%). The automo-
tive business, which is managed centrally on a global basis,
forms a key part of these areas of operation. Posting organic
growth of 20.2% in the fourth quarter, Sika significantly ex-
ceeded market growth. At the end of the year, the acquisition of
Faist ChemTec Group was announced. Headquartered in Worms,
Germany, the company is a leading provider of acoustic systems
for the automotive industry. The acquisition brings technology
and know-how that will accelerate Sika's growth and further
drive penetration of the automotive sector.

EMEA North America Latin America Asia/Pacific Other Segments
and Activities
Net sales in CHF mn (2016) 2,874.9(2,695.3) 1,094.0 (922.6) 590.0 (564.3) 1,132.7(1,080.7) 556.7 (484.8)
Growth in local currencies 7.5% 18.4% 3.3% 5.2% 14.0%
Currency impact -0.8% 0.2% 1.3% -0.4% 0.8%
Acquisition effect 2.5% 8.5% 0.1% 0.6% 0%
Employees 9,822 2,142 2,479 4,041
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GROUP REPORT OUTLOOK

CONTINUATION OF SUCCESSFUL GROWTH STRATEGY

The foundations for future growth were laid in 2017 with the
opening of nine new factories, the establishment of three
further national subsidiaries, and the acquisition of seven com-
panies. The strong sales organization, the well-filled product
pipeline, and these 19 key investments give the Group reason to
look to the future with optimism.

For the 2018 business year Sika is anticipating an increase in
sales of more than 10%. Commaodity price increases and volatil-
ity remain a challenge in the current year, with access to com-
modities in China, for example, being limited by environmental
regulations imposed by the state. Operating profit (EBIT) should
continue to grow at a disproportionately high rate in 2018. The
unknown outcome of Saint-Gobain’s hostile takeover attempt
remains an element of uncertainty for the future.
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SUSTAINABILITY REPORT

ENHANCING CUSTOMER VALUE, REDUCING ENVIRONMENTAL IMPACTS,
AND ASSUMING SOCIAL RESPONSIBILITY

As a global company, Sika is committed to
sustainable development. The company honors
its responsibilities by o ering sustainable
solutions for energy-e cient construction and
economical vehicles. It also implements
numerous projects and measures aimed at
boosting the Group’s business, social, and
ecological sustainability.

SIKA'S SUSTAINABILITY STRATEGY

Sika continued to implement its 2014-2018 sustainability strat-
egy during the year under review. With the aim of “enhancing
utility and reducing impacts,” the company continued to pursue
its six strategic target areas, focusing on economic performance,
sustainable solutions, local communities/society, energy, waste/
water, and occupational safety.

Through its products, systems, and solutions, Sika strives to
create long-term benefits and added value for all its stakehold-
ers, and to significantly reduce resource consumption and the
impacts associated with production processes.

Included among the tactics employed to globally implement the
sustainability strategy were the “More Value — Less Impact”
campaign, and the introduction at a local level of the target and
reporting system in line with the Global Reporting Initiative
(GRI) standards. A summary of the key results and findings is
presented on the following pages. Full details are available on-
line at www.sika.com/gri.

MATERIALITY ASSESSMENT

Sika has taken a long-term perspective on the development of
its business. Through its products, systems, and solutions, Sika
seeks to generate benefits for stakeholders that outweigh the
negative consequences of the production process and resource
consumption. An e ective strategy, trust in the company, and
the dedication of all employees are the pillars of Sika’s success.
The Sika journey to global leadership is founded on the com-
pany’s entrepreneurial philosophy and the Sika Spirit, which is a
synonym for the strong set of five values and principles that
make up the DNA and culture of the company: customer first,
courage for innovation, sustainability & integrity, empowerment
& respect, and manage for results.

Sika considers the materiality analysis to be an important tool
for identifying the most relevant economic, environmental and
social aspects that are consistent with its business strategy,

and to define the contents of the sustainability strategy accord-
ing to the GRI-Standards. In terms of sustainability reporting,
the aspects deemed as material (or relevant) are those that
have a significant impact on the economic, social, and environ-
mental performance of the company or that may substantially
influence stakeholders’ perceptions and decisions. Accordingly,
the materiality analysis is two-fold, as it takes account of the
standpoint of the company and of its stakeholders.

Sika regularly reviews the materiality matrix to ensure that the
sustainability agenda remains relevant as the business and the
external context may be subject to changes (see GRI Standards).
The company originally developed its sustainability materiality
matrix in 2013 to identify and prioritize strategic target areas,
based on extensive consultation with all stakeholders, through
surveys and interviews with employees, customers, suppliers,
investors and analysts, and NGOs, and some additional desk
research. This shaped the six strategic target areas for the sus-
tainability strategy.

Over the years Sika has developed metrics and targets in each
strategic target area to measure the progress, and to meet the
evolving expectations of stakeholders. Sika concentrates on the
highest priority items in its Annual Report and gives a more de-
tailed review in the annual GRI report. As a result of the review
in 2015 the original findings were confirmed. The materiality of
the topics was defined by taking into account:

- The main sustainability topics raised by Sika’s stakeholders

- The relevance for Sika’s core business

- Potential reputational impacts

- Potential of Sika to influence/impact the topic

- Relevant laws and regulations, compliance

- Sika’s risk management
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SUSTAINABILITY: TARGETS AND
IMPLEMENTATION

MORE VALUE OR ENHANCING UTILITY

Sika takes a long-term perspective on the development of its
business, and acts with respect and responsibility towards all
internal and external stakeholders. The company maintains a
strong focus on safety, quality, environment, fair treatment, so-
cial involvement, responsible growth, and value creation during
all business activities.

Sustainability has always been part of Sika’s identity. The com-
pany aims to continually measure and improve sustainable val-
ue creation and communicate activities and progress. “More
Value — Less Impact” refers to Sika’s obligation to maximize the
value of its solutions and contributions for all stakeholder
groups, while simultaneously minimizing the risks and resource
consumption associated with value generation.

The development and launch of a Regional Sustainability Acad-
emy program for Asia Pacific and Latin America, within the
framework of the Sika Business School, was one key activity in
the year under review. The regional Academy aims to train em-
ployees from local subsidiaries to become sustainability experts,
therefore enabling them to drive and accelerate the implemen-
tation of the “More Value — Less Impact” strategy at a regional
and local level. Commercial and marketing-oriented people were
trained to be local champions for “More Value” and operations
and EHS people to be the local champions for “Less Impact”. On
completion of the program, these “ambassadors” have a deeper
understanding about Sika's Sustainability strategy, targets,
principles and tools, the benefits of using sustainability as a
value creation concept, and how to initiate, manage and coordi-
nate local sustainability activities and projects from both per-
spectives. The Sustainability Academy will be repeated in the
future and is set to become an integral part of the Sika Business
School’s training program. The goal is to initiate even more
activities in the area of sustainability and achieve further prog-
ress.

MANAGEMENT AND ORGANIZATION

Group Management tasked the department Environment,
Health, Safety & Sustainability (EHS&S) with implementing the
sustainability strategy. It is implemented and anchored locally
by the line organization. A particular degree of responsibility lies
with the general managers, target market managers, and oper-
ations managers, who drive the development and implementa-
tion of local action plans.

The existing network of local and regional EHS&S o cers
supports the local Sika companies in ideation, planning, and
implementation of higher-level regional measures. Through the
“More Value — Less Impact” communication campaign, Sika
informed all internal stakeholders about the sustainability
strategy and included them in planning and implementing re-
spective measures. These activities were extended and intensi-
fied in 2017.

Sika has installed a Sika Sustainability Advisory Board (SAB)
which became operational in 2016. The SAB has been estab-

lished to support a business model based on sustainability. An
independent expert opinion aims to provide Sika management
with further impulses regarding the direction and implementa-
tion of Sika’s sustainability strategy.

The SAB reviews the Sika sustainability practices step by step
and has issued a number of recommendations during 2017,
which were reviewed. This will lead to an adaptation of the mea-
suring and reporting structure. As a consequence, Sika will re-
fine the training and education structure as well as the target
setting principles for sustainability for line managers. In addi-
tion, a more detailed monitoring of the many social projects will
be initiated, so that the company will have an insight into the
benefits delivered.
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ECONOMICAL: PERFORMANCE

STANDARDS AND COMPLIANCE

Sika is pursuing a holistic approach to compliance, and its com-
pliance management system involves the whole organization
throughout hierarchies, functions, and geographical areas. The
Sika compliance management system aims to ensure that gov-
ernance, risk management, and other structures and processes
within the Group are not only compliant with regulatory require-
ments, but also as e ective as possible within the organization
to mitigate risks and prevent financial losses.

STRENGTHENING OF THE SIKA COMPLIANCE ORGANIZATION:
In the year under review, Sika continued to strengthen and train
the Sika Compliance Organization. Sika held several Compliance
Meetings, attended by the four Regional Compliance O cers.

GLOBAL AWARENESS-RAISING CAMPAIGN ON COMPLIANCE:
In 2017, as part of the internal Global Awarenes Raising Cam-
paign on Compliance, Sika continued in the joint roll-out of the
new digital e-learning module on the company’s Code of Con-
duct and the new internal web-based reporting system for seri-
ous misconducts (“Sika Trust Line”), covering an additional
25 countries and training more than 5,000 employees in the dif-
ferent regions. In 2017 two alleged cases for minor misconduct
(LHR and 1 conflict of interest) were submitted through the Sika
Trust Line. There has been no case of abuse or misuse of the
new reporting platform.

CODE OF CONDUCT: In the year under review, Sika has increased
the number of languages in which the Code of Conduct is avail-
able from 26 to 32. All 32 Code of Conduct o cial translations
are available and accessible internally on the Corporate Policies
and Manuals page on SikaConnect (internal collaboration plat-
form) and SikaWorld (intranet).

COMPLIANCE CONFIRMATION, COMMITMENT AND CHECK-
LIST 2018 (COMPLIANCE AUDITS): General Managers of all
Sika companies confirm for each fiscal year compliance of the
corresponding Sika Company with the Code of Conduct princi-
ples, including information to and training of all sta . This an-
nual confirmation allows Sika to receive assurance that the
business had been conducted throughout the organization in
compliance with the Code of Conduct principles, with particular
focus on the following specific topics: Environment, Anti-cor-
ruption, Anti-trust and Human Rights Assessments. General
Managers have also renewed, in the year under review, their
commitment to lead with integrity by signing a “Compliance
Commitment”. All Sika Senior Managers have signed the Com-
pliance Commitment 2018-2019.

TRAININGS: More than 220 managers have been trained. With
regard to compliance training, Sika continues to align the con-
tent of the Sika Business School to enhance ethical leadership.
In 2017, trainings and presentations on regional and local level
informed about the importance of the Code of Conduct, an in-
troduction on the new compliance organization, and the main
tools available to support management in mitigating risks.

INSPECTIONS AND AUDITS

Inspections and audits are core elements of Sika’'s comprehen-
sive management system. They provide management at Group,
regional, and local company level with a regular, independent as-
sessment on whether activities in scope comply with o cial
requirements, as well as with Sika’s own internal guidelines,
principles, and risk management specifications. The inspections
and audits thereby ensure the e ectiveness of the relevant pro-
cesses and controls at Sika.

Audits are performed by various assurance functions across the
group covering quality, environment, safety, health, risk, tech-
nology, application, legal and compliance, branding, IT security,
suppliers, and products. The results and subsequent corrective
actions of these audits are regularly presented to the Group
Management. Besides those assurance functions, an indepen-
dent Corporate Internal Audit function, reporting to the Audit
Committee of the Board of Directors, validates the e ective-
ness of internal controls in both legal entity audits and reviews
of group processes and functions. In total, Sika conducted
117 audits in the reporting year and implemented associated im-
provements wherever necessary.

To ensure that suppliers also meet the o  cial requirements and
labor standards, they are required to perform self-assessments.
Sika conducts supplier audits themselves. In the year under re-
view, all new suppliers were assessed according to the new ven-
dor evaluation process.

To improve supplier qualification, Sika trains sales teams in
planning and performing supplier audits themselves. Most of
these inspections are overseen by safety, quality, or technology
experts. This makes it possible to work on improvements to-
gether with the suppliers, including improvements in sustain-
ability.

As a supplier to major customers — particularly from the auto-
motive and industrial sectors — Sika is itself often subject to
external audits. These audits are designed to ensure compliance
with international labor standards and prescribed quality, envi-
ronment, safety, and health criteria.

INVOLVEMENT OF ALL STAKEHOLDERS

The goal of sustainable development requires the involvement
of every participant along the entire value chain and the identi-
fication of shared topic areas of significance to all those in-
volved. A new relevance (materiality) analysis covering the most
important internal and external stakeholder groups was per-
formed in 2015. The survey endorsed the strategies adopted
under the “More Value — Less Impact” banner. This, in turn,
prompted Sika to intensify its existing ties and partnerships
with important stakeholders — including customers, suppliers,
associations and sponsorship partners/communities — by en-
gaging in numerous projects and collaborations at various levels
in the year under review. The focus was on key issues, such as
occupational health and safety, customer health and safety,
sustainable solutions, and energy/water/waste.
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TAX APPROACH

Through its tax principles, internal policies, and actions, Sika is
committed to being a “good corporate fiscal citizen”in pursuit of
a long-term sustainable tax strategy, while fully and e ciently
complying with national and international tax laws and regula-
tions. Sika’s tax approach is in line with OECD/G20 guidelines
and their general objectives.

By following a business-oriented approach, based on functions,
assets, and operating risks when determining processes and
transactions, Sika has a market-based outcome where a fair
amount of taxes is paid in each jurisdiction in which the com-
pany operates. The outcome of the business-oriented approach
is always checked for its compliance with all applicable laws.
Such an approach results in an E ective Group Tax Rate which
reflects Sika’s global footprint, the decentralized nature of the
business, and the Group’s successful local operations.

Sika’s 2016 Country-by-Country Report, following the relevant
OECD Guidelines, demonstrates that Sika’'s Corporate Tax proac-
tively implements new international tax rules and complies with
new requirements where applicable. As a new standard, the
OECD/G20 requires countries to request multinational enter-
prises to prepare and file a Country-by-Country Report contain-
ing aggregate tax information per country relating to the global
allocation of the income, the taxes paid, and certain other indi-
cators. For the Sika Group, the 2016 Country-by-Country Report
was filed during 2017 with the Swiss Tax Administration on
a voluntary basis making Sika one of the first Swiss Groups to
start filing for the financial year 2016, two years ahead of the
time when the reporting obligation will come intoe ectin Swit-
zerland. As foreseen by the OECD, the Swiss Tax Administration
will share this report with other countries where Sika has a tax-
able presence in order for their authorities to monitor that Sika
is paying its fair amount of taxes.

SUSTAINABLE SOLUTIONS

Sika aims to be an industry leader with a portfolio of sustainable
products, systems, and services. The company makes an essen-
tial contribution to customers in construction and other indus-
tries to meet their sustainability targets, for example, energy-
and material-e cient vehicles and buildings. Sustainability is a
key component of the company’s capacity for innovation and an
important driver of product development. Sika strives to extend
the service life of buildings and industrial applications, to reduce
maintenance e ort, to improve energy and material e ciency,
and to further enhance user-friendliness and health and safety
profiles. One of the company’s main objectives is to reduce re-
source consumption, energy consumption, and the associated
CO2 emissions along the value chain — both internally and for
partners and customers who place their trust in Sika products
and solutions. The Group goals are:

TARGET 1: All new product developments are reviewed against
sustainability criteria using a standardized methodology, includ-
ing a documented sustainability profile and an appropriate im-
provement plan where necessary.

IMPLEMENTATION: A uniform sustainability appraisal process
(including guidelines and work aids) was established through-
out the company that addresses the relevant sustainability indi-
cators and forms part of the o cial Sika product development
process. The objective of the sustainability appraisal process is
to assess all relevant sustainability aspects of a new develop-
ment over its entire life cycle, compared with the company’s
own or competitors’ solutions. Economic, environmental and
social aspects are assessed and serve as the basis for deciding
what measures are needed to improve the sustainability profile
of a development. If a new solution fails to provide an improve-
ment over the existing product, it may not be worthwhile to fur-
ther pursue a particular development. On the other hand, if
a significant improvement over the existing product is achieved,
the relevant projects must be prioritized for special attention.

In the year under review, the sustainability appraisal process
was used to assess 108 new local and global product develop-
ments. Of these, 12% were identified as relevant and have
undergone or are undergoing closer scrutiny as they o er an
improvement over the existing product and are therefore of par-
ticular importance for the company’s sustainability.

In 2017, a new one-component moisture-triggered polyurethane
roof waterproofing base coat (Sikalastic®-631) was developed as
part of the Sika® CoolRoof i-Cure / SikaRoof®i-Cure system. The
product is based on a novel latent hardener that prevents gas-
sing in the finished film, which can often be seen in convention-
al polyurethanes when applied in harsh environments. The new
technology allows the final product to be formulated with re-
duced VOC’s (volatile organic compounds), odor, and most im-
portantly emissions to the environment. The Sika® CoolRoof
i-Cure / SikaRoof®i-Cure system fulfills LEED v4 requirements
and is a high-end cool roof solution to help reduce the opera-
tional energy consumption of buildings.
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Another example is Sarnafil® G-410, a self-adhered thermo-
plastic roofing membrane which was successfully launched in
North America. The membrane design includes a pre-applied
adhesive, which is covered with a release liner at the factory,
providing more consistent coverage versus adhesive applied on
site and double the speed and ease of application on the roof. By
eliminating the use of liquid membrane adhesives, VOCs and
adhesive odors were eliminated from potentially harming appli-
cators and entering the building. The membrane is ideal for any
project, but especially for those buildings that are sensitive to
adhesive odors and fumes, such as schools, healthcare facilities
ando ce buildings.

TARGET 2: The major Sika national subsidiaries prepare a sus-
tainability action plan and implement all key projects planned in
this context. The plan is aligned with local trends and with mar-
ket requirements and encompasses the key projects and topics
that are geared to the global initiative.

IMPLEMENTATION: All of the bigger countries in the key regions
North America, Southern Europe, Northern Europe, Central Eu-
rope, and Eastern Europe further developed product sustainabil-
ity road maps in the year under review. A priority in the year un-
der review was to extend the scope of the road map activities
into the Asia/Pacific and Latin America region. In this regard,
the newly created regional Sustainability Academy programs
played an important role in involving further national subsidiar-
ies and increasing the future number of projects and activities.

The regional Sustainability Academy courses in Bangkok in July
and Bogota in November were attended by 37 employees from
various business segments from 19 country organizations in the
Asia/Pacific and Latin America region. The participants were
empowered to draw up and implement local market-oriented
road maps with the support of local teams. Here, the commer-
cial and marketing-oriented persons were nominated to be
trained to be local champions for “more value” and operations
and EHS persons to be the local champion for “less impact” On
completion of the program, the “ambassadors” have a deeper
understanding of Sika’s sustainability strategy, targets, princi-
ples and tools, the benefits of using sustainability as a value
creation concept and how to initiate, manage and coordinate lo-
cal sustainability activities and projects from both perspectives.
Based on the learnigs of the Sustainability Academy, initial
action plans were locally developed for Japan, China, Vietnam,
Indonesia, Malaysia, and New Zealand. Roadmaps for the key
Latin America countries Mexico, Colombia, Brazil, Chile, Peru,
Ecuador, Argentina, and Uruguay will follow in 2018.

Customers, as well as legislature, increasingly demand that
companies make the environmental performance or environ-
mental impact of its products more transparent. This calls for
sound data and knowledge about the e ects of product manu-
facturing and the added value of finished products in their ap-
plication and use phase. In the year under review, as in years
before, Sika expanded the existing reference database for Envi-
ronmental Product Declarations (EPD) for its products and sys-
tems in accordance with the international ISO and EN standards,
which creates an increase in confidence by providing informa-

tion on the environmental performance of Sika solutions.
Examples include the preparation of various EPDs for major
polyurethane liquid-applied membranes for roof waterproofing
solutions under the UK BRE standard. With this, Sika has pub-
lished product-specific EPDs for all its major European single-ply
and LAM (liquid applied membrane) roofing brands and tech-
nologies. Furthermore, Sika was the first company in the North
American roofing market to publish third party certified cradle-
to-grave Environmental Product Declarations (EPD). They in-
clude the full life cycle from resource extraction to factory gate,
through the use phase and end of life treatment. Thanks to the
long life expectancy of the Sarnafil membranes and the com-
pany’s recycling program to take back old membranes at the
end of their service life, the figures show very good results. In
2018 the EPD activities in the North American market will be
further extended to other product categories utilizing local US
EPD standards.

The interest in EPDs has grown significantly since recent ver-
sions of the US Green Building Council’s (USGBC) LEED, the
Green Building Initiative’s (GBI) Green Globes program and the
UK’s British Research Establishment Environmental Assess-
ment Method (BREEAM), amongst others, award credits for
buildings incorporating products with EPD, which provide added
value and comprehensive information for assessing buildings
and other structures. With the increasing number of green
building projects in commercial and public construction, and
having a product portfolio that contributes to multiple green
building requirements, Sika is in a good position to benefit.

With buildings having extensive direct and indirect impacts on
the environment, operational energy e ciency is an essential
aspect for the building design. In the reporting year, Sika has
developed an “energy-saving calculator”, which enables custom-
ers to quantify the contribution of the roof design on energy and
cost savings during a building’s use phase. Possible energy
savings can be achieved through improved thermal insulation
characteristics and/or reflectivity of roofing membranes. With
this tool, our clients can interpret the benefits of selecting Sika’s
high-quality roofing systems into economies of scale. The tool
also allows a simulation of the e ect of the roof design depen-
dent on various climate conditions. With its energy-saving
approach, Sika strives to create value for its customers via cus-
tomized sustainable and energy-e cient roofs. The company
plans to collect various case studies by introducing the new con-
cept into a limited number of countries step by step in order to
ensure the reliability of the tool.

All of this underscores Sika’s aim to move further in the direc-
tion of being a solution supplier, providing customers with in-
novative solutions to decisively enhance the e ciency, durabili-
ty, and aesthetic appeal of buildings, infrastructure facilities,
and installations. The integrated concepts and solutions address
the entire life cycle of a built structure, from initial construction
and maintenance through to refurbishment or expansion or ulti-
mately demolition.
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Brochures, product and project case studies, and videos contain-
ing more detailed information from a range of target markets
can be found at www.sika.com/sustainability. They show how
Sika solutions support sustainable construction and help to
save energy, raw materials, and water, and reduce CO2 emis-
sions while meeting sustainable building standards.

SOCIAL: PEOPLE

SOCIAL RESPONSIBILITY

Social, economic, and environmental issues are closely inter-
twined, and social responsibility is a necessary component of
success. Mindful of its obligations, Sika actively engages in sus-
tainable and humanitarian development projects, either as a
member of international organizations or directly on the spot.
Sika’s social involvement also embraces the sponsorship of or-
ganizations and initiatives in the fields of science, culture, and
sport.

Sika aims to build trust and create value — with customers, local
communities, and society as a whole. The Group goal is:

TARGET: 5% more social projects per year. Social projects benefit
all non-commercial stakeholder groups of local companies and
their neighborhoods. They encompass monetary benefits or
material donations, local projects and community engagement
programs, dialog with stakeholder groups, communal consulta-
tion procedures, social activities and programs, training, envi-
ronmental projects, or recovery programs. In 2017, this target
was achieved.

IMPLEMENTATION: Sika sponsored 118 projects during the year
under review (previous year: 90 projects). This equates to a year-
on-year increase of 31%.

The projects can be classed under the headings “social” (including
donations), “ecological,” “scientific,” and “sports and cultural”

SOCIAL SPONSORSHIPS AND DONATIONS

The main goals, among others, are to support communities in
infrastructure development for social projects, to promote train-
ing in construction professions and trades, and to provide emer-
gency aid to disaster-stricken regions. Sika also seeks to pro-
mote on-the-ground self-help. The local Sika companies thus
put forward specific aid applications and, working with local
partners, supervise the projects from site up to completion. Sika
endeavors to provide intelligent support for projects through
the application of company-specific expertise, voluntary work
by its employees, and long-term collaboration with partners.

Support of children and young people: Projects sponsored by
Sika in the year under review include initiatives like the contin-
ued support of the non-profit organization Operation Smile in
Vietnam and Thailand. Sika has supported the activities of
Operation Smile in Vietnam since 2010, and in Thailand since
2014. Thanks to the assistance of committed volunteers, the
organization has, since 1989, arranged operations for some
220,000 children and youths with cleft lips and palates or simi-
lar facial disfigurements. Likewise, in 2017 Sika continued the
support of children’s homes throughout the world, for example
in Lurin, Peru, Brasov, Romania, Madh Island, India and in
Queretaro, Mexico.

Education and schooling: Another focus was to support schools.
In China, Sika supports the Library Project, a nationwide initia-
tive to sponsor libraries in public schools. In the year under review
Sika donated 18,450 books to establish libraries at 20 schools.
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Overall Sika has established 61 school libraries since 2015, ben-
efiting 53,159 children. Sika was also involved in work to reno-
vate 21 school libraries in the mountainous regions of the
Chongging and Sichuan provinces in the south and less devel-
oped areas of the country. In 2017, Sika also continued its sup-
port of a new school for girls and young women in Madagascar.
The school prepares the young women for careers in education
and is located in Tulear, a city of 150,000 inhabitants over
900 kilometers southwest of Antananarivo.

Sika Cambodia intensified its cooperation with “Smiling Gecko”,
an NGO which runs several construction projects in the country.
The projects are headed by architect and Professor Dirk E. Hebel
of ETH Zurich and supported by the Center for Development and
Cooperation (CDC) of the Berner Fachhochschule. With the sup-
port of Sika, Smiling Gecko was able to open a carpentry, which
provides nine additional jobs and training places for young
Cambodians. Furthermore, five bungalows and a restaurant
have been completed in the “farmhouse project”.

Improving lives of people with a disability: In the year under
review, Sika increased its engagement for improving the lives of
people with physical or intellectual disabilities. The team from
Sika Spain, for example, is helping to improve the recreation
areas of the “Carmen Pardo Valcarce” Foundation, a pioneer in
defending the fundamental rights of people with intellectual
disabilities. At Sika’s facility in Gournay-en-Bray, France, a part-
nership with the local governmental initiative “ESAT” (‘Centre
d’Aide par le Travail’) supports the professional reinsertion of
disabled people.

Volunteering: Sika aims to vigorously support volunteering work
in relation to social activities and personal development. In the
year under review, Sika teams in Switzerland provided a group of
refugees with an enjoyable and productive day out and brought
help and assistance to mentally impaired working individuals.
Volunteering work was carried out by Sika teams in all regions:
volunteers from Sika USA, Construction Specifications Institute
(CSI), and the local AEC community joined forces with “Rebuild-
ing Together San Francisco” to take part in the “Give-Back Day.”
The goal was to help provide maintenance and refurbishment to
the popular community garden at Adam Rogers Park in San
Francisco’s Hunter’'s Point neighborhood. In Chile, students,
teachers, and Sika sta worked together to improve the access
to the pre-elementary school area, including the playground, the
bicycle parking, and the trees.

ECOLOGICAL SPONSORSHIP

The focus of Sika’s ecological sponsorship is on water, building,
infrastructure, and renewable energy projects. The main spon-
sorship partner in this field is the Global Nature Fund (GNF). Sika
has supported the GNF and its international Living Lakes envi-
ronmental program since 2004. Made up of over 100 partner
organizations from various lake regions across the globe, the
Living Lakes network aims to promote sustainable development
and the protection of drinking water, lakes, and wetlands. The
initiative uses concrete projects to demonstrate how, with the
involvement of the local population, positive social and econom-
ic developments can be achieved in di erent regions and socie-
ties without any threat to nature and the environment. In the

reporting year, Sika sponsored drinking water and environmen-
tal projects in Ivory Coast, Tanzania, and Mexico. In the year un-
der review the GNF obtained the Energy Globe Award for Green
Filter Projects. These projects have been supported by Sika for
some years, and focus on innovative and cost-e ective systems
for sewage treatment.

SCIENTIFIC SPONSORSHIP

As project sponsor, Sika engages in a lively dialog with ETH
Zurich (Swiss Federal Institute of Technology in Zurich), the Uni-
versity of Fribourg, EPFL (Swiss Federal Institute of Technology
in Lausanne), the ESPCI ParisTech (School of Industrial Physics
and Chemistry of the City of Paris), the University of Burgundy,
Princeton University, the Beijing University of Chemical Technol-
ogy, the University of Tokyo, and similar institutions across the
globe. Sika’s local subsidiaries co-operate with research insti-
tutes and provide mutual support.

ETH Zurich, Switzerland: In the year under review Sika continued
to support the chair in Soft Materials at the ETH Zurich. Re-
search interests focus on soft materials —i.e., materials that are
thermally deformable at room temperature — such as gels, mol-
ten polymers, and rubber and their boundary surfaces. Research
into composites made of soft materials as well as colloid sys-
tems and bacteria are further main aspects.

2017 was the eighth year in which the Sika Master Award was
presented to the author of an outstanding master’s thesis in
the field of applied chemistry, based on the recommendation of
ETH’s Department of Chemistry and Applied Biosciences. Sika
also participates in ETH Zurich’s Partnership Council Sustainable
Construction. This interdisciplinary forum promotes dialog on
current research topics, supports resources and knowledge
transfer, and encourages the launch of joint research projects in
the field of sustainable construction.

In 2014 a research group on management in emerging markets
was established at the Faculty of Economics and Social Sciences
of the Fribourg University, Switzerland. Since then, the Univer-
sity of Fribourg and Sika have carried out work to address the
growing significance of emerging markets for the strategies of
Western companies. Professor Dirk Morschett is an active mem-
ber of Sika’s newly formed Sustainability Advisory Board.

In the year under review, Sika received the “Research Coopera-
tion Prize” from the Technical University of Madrid for its socio-
economic impact and relations with the university. The accolade
recognizes the company’s commitment to innovation and its
model relationship with the university, which has been close for
more than 20 years.

SPORTS AND CULTURAL SPONSORSHIP

Sika supports sports and cultural projects throughout the world.
The focus of sponsorship in Switzerland is on the Lucerne
Symphony Orchestra, the EV Zug ice hockey club, the Oberwil
Rebells, and the Swiss Sliding sports association. Sika France
sponsors the French national handball team, who won the world
championship in 2017. Furthermore, Sika was presenting partner
of the Zug Sports festival where athletes and sport clubs had
the opportunity to inspire the people of Zug/Switzerland.
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Throughout the weekend of August 19-20, 2017, the Zug Sports
festival 0 ered a variety of activities for everyone to participate
in or watch.

OCCUPATIONAL SAFETY

The health, safety, and well-being of all Sika employees are es-
sential to the success of the company’s business and are core
concerns throughout the organization. This requires focus and
a systematic approach: occupational standards, management
commitment, employee involvement, work site and risk analy-
sis, hazard recognition and resolution, training and education
are all key components of Sika’'s health and safety framework.
A culture of safety and a healthy work environment are at the
center of everything the company does.

Sika has the ambitious goal of ensuring every employee leaves
the workplace healthy. The Group goal is:

TARGET: 5% fewer accidents per year. This refers to the number
of work-related accidents leading to injuries and covers all Sika
employees, including temporary and subcontracted sta , at the
company’s operating companies and units, and both industrial
and nonindustrial sites. Construction projects are not factored
in. In 2017, this target was achieved.

IMPLEMENTATION: The number of occupational accidents lead-
ing to lost work time of more than one day showed a year-on-
year decrease of 8.4%. In the year under review, 8.7 occupation-
al accidents per 1,000 employees were recorded (previous year:
9.5). In 2017, injuries again caused absences of an average of
around 22 days (previous year: 22). This figure was strongly
influenced by longer absences due to injuries to the system
caused by accidents while walking.

Sika will continue to make constant improvements to safety in
2018, placing greater emphasis on employee participation. In
the US, the comprehensive safety concept, which was launched
in 2015 under the name “Sika Safe”, led again to a significant
reduction in accident numbers in 2017 resulting in approximately
70% less accidents per 1,000 employees over the past two years.

ECOLOGICAL: PLANET

LESS IMPACT: REDUCING THE NEGATIVE FOOTPRINT

The following details relate to all business operations of the
Sika Group, including the activities of newly acquired compa-
nies, and focus on the core themes of energy, water/waste, oc-
cupational safety, and CO2 emissions at the more than 200 Sika
production sites.

Sika is continually improving its environmental protection and
safety performance through its routine investment planning
and maintenance activities. During the year under review, Sika
spent CHF 6.5 million on technical equipment to prevent acci-
dents and illness. This corresponds to roughly 4% of total
investments of CHF 163.4 million. Sika also implemented nu-
merous further health, safety, environment, and sustainability
measures during the year under review. Expenditures in these
areas came to CHF 26 million (previous year: CHF 24 million). The
total worldwide headcount in this field runs to over 100. Sika
employs environment, safety, and sustainability specialists at
all its major sites.

ENERGY

Global megatrends, such as energy and raw material shortages,
urbanization, and population growth are confronting companies
and communities with major economic, social, and ecological
challenges. Availabilityand e cient use of energy and resources
are crucial to sustainable development and poverty reduction.
Sika sees it as its responsibility to minimize the impact on
climate change by reducing energy consumption from nonre-
newable sources with the positive e ect of lowering costs and
increasing competitiveness. The Group goal is:

TARGET: 3% less energy consumption per ton and year. This in-
cludes the total energy produced and consumed by all Sika oper-
ating companies and units, both industrial and nonindustrial
sites. In 2017, this target was not achieved.

IMPLEMENTATION: In 2017 Sika consumed 1,961 terajoules of
energy (previous year: 1,779 terajoules). Approximately 55% of
Sika’s energy requirements were met by electrical power from
the local grid. The remaining demand was mainly covered by
natural gas and liquid fuels.

Energy consumption per ton sold added up to 450 megajoules
(previous year: 428 megajoules).

This increase is mainly due to acquisitions of factories with very
energy-intensive production processes (resulting in plus 2.5% of
total energy consumption in comparison to last year, adjusted
for acquisitions). It is part of the integration process to review
and analyze the impact performance, such as energy consump-
tion, of newly acquired sites. This will consequently initiate local
improvement projects to align with Sika expectations and tar-
gets. However these improvements not only need time but also
investments on shop floor level.
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However, overall energy consumption reduced by 17% (target
12%) from 2013 to 2017 from 541 Ml/t to 450 MJ/t which is an
average of 4.25% per year.

CO2 EMISSIONS

CO2 is a consequence of fossil energy consumption, and can only
be limited within Sika by increasing energy e ciency. This is
why Sika controls its CO2 emissions via its energy target and has
not set a specific reduction target at Group level. The total emis-
sions fluctuate due to the energy mix consumed by the individ-
ual Sika entities and acquisitions. Sika’s total CO2 emissions run
to around 193,000 tons compared to 187,800 tons in 2016.

CO2 EMISSIONS (DIRECT): CO2 emissions from energy consumed
directly by all Sika operating companies and units, both indus-
trial and nonindustrial sites, and by its own vehicles are calcu-
lated based on the reported fuel quantities. In 2017, CO2 emis-
sions from the use of primary energy sources ran to around
53,000 tons (previous year: 45,000 tons). Two factories in China
still rely on locally sourced coal as fuel. However overall, coal
consumption was cut by approximately 50%. Coal has a low
gross calorific value and entails higher CO2 emissions than natu-
ral gas. Emissions were reduced at two plants by adjusting the
product mix, partially replacing a coal-intensive process with a
coal-free process.

CO2 EMISSIONS (INDIRECT): CO2 emissions from indirect energy
consumption, i.e., emissions not due to Sika’s own primary en-
ergy usage, including leased vehicles and business travel, are
derived from the reported energy quantities. CO2 emissions
caused by purchased electricity are calculated using current
emission factors from the Greenhouse Gas protocol (GHG),
applying average values for electric power production in each
particular country. In 2017, CO2 emissions caused by electricity
consumption were calculated at 102,000 tons (previous year:
109,000 tons), i.e. approximately twice as high as direct CO,
emissions. Leased vehicles and business travel caused addition-
al CO2 emissions of 22,000 and 16,000 tons respectively (previ-
ous year: 20,000 and 13,800 tons).

WATER

Sika aims to boost the sustainability performance of its produc-
tion sites by reducing water consumption and treating water
locally. The company implements measures to reduce con-
sumption or to use lower-grade water qualities, especially in
geographic regions where water is scarce. E cient production
means closed loop cooling and switching from public to surface
and ground water, reducing the amount of drinking water used
in production. By reusing wastewater, Sika aims to reduce its
water consumption on a larger scale. The Group goal is:

TARGET: 3% less water consumption per ton and year. This in-
cludes water consumed by all Sika operating companies and
units, both industrial and nonindustrial sites, whether from
public utilities or from ground or surface water sources. In 2017,
this target was not achieved.

IMPLEMENTATION: In 2017 Sika used approximately 1.4 million
cubic meters of water (previous year: 1.3 million cubic meters).
The water consumption per ton sold was around 0.32 cubic me-
ters (previous year: 0.32 cubic meters).

From 2016 to 2017 there was no change in the water consump-
tion. However overall, the water consumption was significantly
reduced by 52% (target 12%) from 2013 to 2017 from 0.67 m3/t
to 0.32 m#/t, which is an average of 13% per year.

WASTE

E cient use of input materials is extremely important to all
Sika companies, as production processes are material-intensive
and use high volumes of nonrenewable resources. E  cient pro-
duction in this context means reducing and reusing production
scrap, reducing and reusing packaging materials, and improving
packaging design, leading to higher productivity and lower ma-
terial use. The Group goal is:

TARGET: 3% less waste per ton and year. This includes all waste
material sent to external contractors for disposal — except for
materials returned to suppliers — and covers all Sika operating
companies and units, including industrial and nonindustrial
sites. In 2017, this target was not achieved.

IMPLEMENTATION: With an increased production volume, the
company generated some 80,000 tons of waste (previous year:
74,000 tons). This corresponds to 18.4 kilograms of waste per
ton sold (previous year: 17.8 kilograms per ton sold) or an in-
crease of 3.4%. This significant increase is mainly due to newly
enforced regulations in Pennsylvania, USA, in regard to the dis-
charge of sewage water. This has an impact of more than 8% of
the total generated waste. As a consequence Sika is in the pro-
cess of designing its own, local waste water treatment station
in order to reduce the main amount of waste and to recycle
regenerated water for its production processes.
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CONSOLIDATED
FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET

in CHF mn Notes 12/31/2016 12/31/2017
Cash and cash equivalents 1,26 1,155.0 1,037.9
Accounts receivable 2,26 1,043.1 1,188.1
Inventories 3 600.8 729.5
Prepaid expenses and accrued income 89.0 116.2
Other current assets 4,26 9.1 12.7
Current assets 2,897.0 3,084.4
Property, plant, and equipment 5 959.2 1,065.2
Intangible assets 6 1,021.2 1,314.2
Investments in associated companies 7 6.3 6.2
Deferred tax assets 8 159.7 228.1
Other non-current assets 4,26 55.8 94.1
Non-current assets 2,202.2 2,707.8
ASSETS 5,099.2 5,792.2
Accounts payable 9,26 587.0 730.9
Accrued expenses and deferred income 10 2239 253.4
Bond 12,13,26 0.0 150.0
Income tax liabilities 92.0 147.0
Current provisions 14 20.8 20.0
Other current liabilities 11,13,26 443 48.7
Current liabilities 968.0 1,350.0
Bonds 12,13, 26 698.7 549.0
Non-current provisions 14 575 56.4
Deferred tax liabilities 8 110.2 129.3
Employee benefit obligations 15 274.6 260.0
Other non-current liabilities 11,13, 26 425 36.4
Non-current liabilities 1,183.5 1,031.1
LIABILITIES 2,151.5 2,381.1
Capital stock 15 15
Treasury shares -11.0 -6.6
Reserves 2,933.8 3,389.8
Equity attributable to Sika shareholders 2,924.3 3,384.7
Non-controlling interests 234 26.4
SHAREHOLDERS’ EQUITY 16 2,947.7 3,411.1
LIABILITIES AND SHAREHOLDERS’ EQUITY 5,099.2 5,792.2
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Swiss law, ISAs and
Swiss Auditing Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

A further description of our responsibilities for the audit of the consolidated financial statements is located at the website of
EXPERTsuisse: http://www.expertsuisse.ch/en/audit-report-for-public-companies. This description forms part of our auditor’s
report.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In accordance with article 728a para. L item 3 CO and the Swiss Auditing Standard 890, we confirm that an internal control
system exists, which has been designed for the preparation of consolidated financial statements according to the instructions of
the Board of Directors.

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

Zurich, February 21,2018

ERNST & YOUNG LTD

/7 fes 72
CHRISTOPH MICHEL MARC RUEGSEGGER
Licensed audit expert Licensed audit expert

(Auditor in charge)
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INVESTMENTS IN SUBSIDIARIES

AREA OF FOCUS. Sika AG holds investments in subsidiaries that represent 35% of the total assets on stand-alone level. The
various investments are disclosed in note “List of Group Companies” of the consolidated financial statements of Sika AG. Total
investments are material to the entity and may be subject to changes in value. Accordingly, management performs regular
impairment considerations and calculations to determine the value of each single investment. The investments in subsidiaries
were considered significant to our audit as the amounts concerned are material and the assessments involve judgment in
preparing the underlying key assumptions for the valuation.

OUR AUDIT RESPONSE. Our audit work for the valuation of the investments consisted of auditing management’s valuation
assessment and the underlying key assumptions. We also assessed the historical accuracy of the Company’s estimates and
long-term business plans. We performed our own calculations to assess the valuation of each investment.

REPORT ON OTHER LEGAL REQUIREMENTS
We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA) and independence
(article 728 CO and article 11 AOA) and that there are no circumstances incompatible with our independence.

In accordance with article 728a para. 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal control system
exists, which has been designed for the preparation of financial statements according to the instructions of the Board of
Directors.

We further confirm that the proposed appropriation of profit brought forward complies with Swiss law and the company’s

articles of incorporation. We recommend that the financial statements submitted to you be approved.

Zurich, February 21,2018

ERNST & YOUNG LTD

/7 fes 74
CHRISTOPH MICHEL MARC RUEGSEGGER
Licensed audit expert Licensed audit expert

(Auditor in charge)
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