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Notes to the consolidated
financial statements
1 CORPORATE INFORMATION
Headquartered in Basel, Switzerland, the Straumann Group (SIX: STMN) is a global leader in implant and
restorative dentistry and oral tissue regeneration. In collaboration with leading clinics, research institutes and
universities, the Straumann Group researches, develops and manufactures dental implants, instruments, prosthetics and biomaterials for use in tooth replacement and restoration solutions or to prevent tooth loss. The
Group employs approximately 3 800 people worldwide, and its products and services are available in more
than 100 countries through its broad network of distribution subsidiaries and partners.
The consolidated financial statements of the Straumann Group for the year ended 31 December 2016 were
authorized for issue in accordance with a resolution of the Board of Directors on 7 February 2017 and are subject to approval by the Annual General Meeting on 7 April 2017.

2..1 BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).
They have been prepared on a historical cost basis except financial assets and financial liabilities (including
derivative financial instruments), which have been measured at fair value. The consolidated financial statements are presented in Swiss francs (CHF) and all values are rounded to the nearest thousand except where
otherwise indicated.
BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Straumann Holding AG and its
subsidiaries as of 31 December 2016.
SUBSIDIARIES

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has
rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. The financial statements of subsidiaries are included in the consolidated
financial statements from the date on which control commences until the date on which control ceases. The
financial statements of the subsidiaries are prepared for the same reporting period as for the parent company,
using c onsistent accounting policies. All intra-Group balances, income and expenses and unrealized gains and
losses resulting from intra-Group transactions are eliminated in full.
Changes in equity interests in Group subsidiaries that reduce or increase the Group’s percentage ownership
without loss of control are accounted for as an equity transaction between owners.
ASSOCIATES

Associates are those entities over which the Group has significant influence, but neither control nor joint control. Significant influence is the power to participate in the financial and operating policy decisions. Invest-
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ments in associates are accounted for using the equity method of accounting. Under the equity method, the
investment is initially recognized at cost, and the carrying amount is increased or decreased to recognize the
investor’s share of changes in equity of the investee after the date of acquisition. The Group’s share of results
of operations is recognized in profit or loss, while any change in other comprehensive income of the associates is presented as part of the Group’s other comprehensive income.
For entities over which the Group has joint control together with one or more partners (joint arrangements),
the Group assesses whether a joint operation or a joint venture exists. In a joint venture, the parties that have
joint control of the arrangement have rights to the net assets of the arrangement. For joint ventures, the
equity method is applied.

2.2 CHANGES IN ACCOUNTING POLICIES
NEW STANDARDS AND AMENDMENTS EFFECTIVE IN 2016
The Group has applied the following amendment for the first time for its annual reporting period commencing
1 January 2016:
–– IAS 1 (Amendments) Disclosure Initiative (effective 1 January 2016)
The Group has applied the amendments to IAS 1. As a result investment properties have been regrouped to
property, plant and equipment to improve the relevance of information (refer to Note 5).

STANDARDS, AMENDMENTS AND INTERPRETATIONS THAT ARE NOT YET EFFECTIVE AND HAVE
NOT BEEN ADOPTED EARLY BY THE GROUP
The following standards and amendments to existing standards have been published and are mandatory for
the Group’s accounting periods beginning on or after 1 January 2017 or later periods, and the Group has not
adopted them early:
–– IAS 12 (Amendment) Recognition of Deferred Tax Assets for Unrealised Losses (effective 1 January 2017)
–– IAS 7 (Amendments) Disclosure Initiative (effective 1 January 2017)
–– IFRS 9 (2014) Financial Instruments (effective 1 January 2018)
–– IFRS 15 Revenue from Contracts with Customers (effective 1 January 2018)
In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers, which replaces IAS 18 Revenue
and related Interpretations. The Group is in the process of evaluating the impact this new standard may have
on its consolidated financial statements. Changes to the consolidated financial statements may result regarding the presentation of single types of contracts with customers and disclosure requirements.
–– IFRS 2 (Amendment) Classification and Measurement of Share-based Payment Transactions (effective 1 January 2018)
–– IFRS 16 Leases (effective 1 January 2019)
In January 2016, the IASB issued IFRS 16 Leases, which replaces IAS 17 Leases and related interpretations. The
new standard will require lessees to recognize a lease liability reflecting future lease payments and a right-ofuse asset for virtually all lease contracts. The Group is in the process of evaluating the impact this new standard may have on its consolidated financial statements.
–– IFRS 10 and IAS 28 (Amendments) Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture (effective date to be defined)

2.3 CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGMENTS
The preparation of the Group's financial statements requires Management to make judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities at the reporting date. However, uncertainty about these assumptions and estimates
could result in outcomes that may require a material adjustment to the carrying amount of the asset or liability
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affected in the future. The key assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date, which have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are stated below.

INVESTMENT IN ASSOCIATES
Management has assessed the level of influence that the Group has on Medentika GmbH, Instradent Deutschland GmbH and Dental Wings Inc. and determined that it only has significant influence and not control, even
though the share holding for these companies is above 50%, because of the board representation and contractual terms. Consequently, those investments have been classified as associates. Further details are provided in
Note 7.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
When the fair values of financial assets and financial liabilities cannot be measured based on quoted prices in
active markets, they are measured using valuation techniques like discounted cash flow or the binominal model.
Data for the models are taken from observable markets when possible. If this is not available, management judgment is required for inputs such as interest and credit risk. The sensitivity of the fair values to those risks are
disclosed in Note 30.

IMPAIRMENT OF NON-FINANCIAL ASSETS
Non-financial assets are tested for impairment when there are indicators that the carrying amounts may not be
recoverable or when an annual impairment test is required, which is applicable for goodwill and the Neodent
brand.
When value-in-use calculations are undertaken, management has to estimate the expected future cash flows
from the asset or cash-generating unit and choose a suitable discount rate in order to calculate the present value
of those cash flows.

DEFERRED INCOME TAX ASSETS
In connection with the acquisition of the Brazilian company Neodent, the Group has capitalized deferred tax
assets in the amount of CHF 73.1 million as of 31 December 2016 (2015: 29.9 million). The deferred tax assets
were generated through tax deductible goodwill and fair value step-ups stemming from mergers subsequent to
Neodent's acquisition through fully owned subsidiaries of the Group. Potential future changes in Brazilian tax
legislation cause a risk of limited future recoverability of such deferred taxes, in case current tax deductibility of
the statutory goodwill and intangible assets would be abolished.

INCOME TAXES
The Group is subject to income taxes in numerous jurisdictions. Management judgment is required in determining the worldwide liabilities for income taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The Group recognizes liabilities for
anticipated tax audit issues based on estimates of whether additional taxes will be due. When the final tax outcome
differs from the amounts that were initially recognized, the difference impacts current earnings. Details on taxrelated provisions are disclosed in Note 18.

PENSION AND OTHER EMPLOYMENT BENEFITS
The cost of defined benefit pension plans and other post-employment medical benefits is determined using actuarial valuations, which involve making assumptions about discount rates, future salary increases, mortality rates
and future pension increases. Due to the long-term nature of these plans, such estimates are subject to significant
uncertainty. The net employee retirement benefit obligation at 31 December 2016 was CHF 46.8 million (2015:
CHF 44.5 million). Further details are given in Note 20.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
FOREIGN CURRENCY TRANSLATION
The consolidated financial statements are presented in Swiss francs (CHF), which is Straumann Holding AG’s functional and presentation currency. Each entity in the Group determines its own functional currency, and items
included in the fi
 nancial statements of each entity are measured using this functional currency. Transactions in
foreign currencies are initially recorded at the functional currency rate at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are retranslated at the functional currency exchange rate at
the balance sheet date. All differences are taken to profit or loss with the exception of differences arising on monetary items that in s ubstance form part of an entity’s net investment in a foreign operation. Non-monetary items
that are measured in terms of historical costs in a foreign currency are translated using the exchange rates on the
dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value is determined. Any goodwill arising from the acquisition of
a foreign operation and any fair value adjustments to the c arrying amounts of assets and liabilities arising from the
acquisition are treated as assets and liabilities of the foreign operation and translated at the closing rate.
The assets and liabilities of foreign operations are translated into Swiss francs at the exchange rate on the
balance sheet date, and their income statements are translated at the average exchange rates for the year. The
exchange differences arising from the translation are taken directly to a separate component of other comprehensive income. On disposal of a foreign entity, the deferred cumulative amount recognized in other comprehensive
income relating to that particular foreign operation is recognized in profit or loss.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment losses.
Such costs include the cost of replacing part of the plant and equipment when that cost is incurred. Likewise, when a
major inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized in profit or loss
as incurred.
A straight-line method of depreciation is applied over the estimated useful life. Estimated useful lives of major
classes of depreciable assets are:
–– Buildings: 20 – 30 years
–– Plant, machinery and other equipment: 3 – 10 years
Land is not depreciated as it is deemed to have an indefinite life. Leasehold improvements are depreciated over the
lease term including optional extension of the lease period but not exceeding its economic life.
An item of property, plant and equipment is derecognized when it is abandoned, removed or classified as ‘held
for sale’. For assets that are abandoned or removed, any remaining net carrying value is charged to profit or loss.
The residual values, useful lives and methods of depreciation of assets are reviewed, and adjusted if appropriate, at the end of each financial year.

BUSINESS COMBINATIONS AND GOODWILL
Business combinations are accounted for using the acquistion method. Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values on
the acquisition date, irrespective of any non-controlling interests. The excess of the costs of the acquisition
above the fair value of the Group’s share of the identifiable net assets acquired is recorded as goodwill. Goodwill is initially measured at cost. If the costs of the acquisition are less than the fair value of the net assets of
the subsidiary acquired, the difference is recognized directly in profit or loss.
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After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment testing, goodwill acquired in a business combination is allocated from the acquisition
date to each of the Group’s cash-generating units that are expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units.

INTANGIBLE ASSETS
Intangible assets acquired separately are measured on initial recognition at cost. Acquired software licenses
are capitalized on the basis of the costs incurred to acquire and bring the specific software into use. Intangible assets acquired in a business combination are identified separately and recognized at fair value at the
date of acquisition. Following initial recognition, intangible assets are carried at cost, less any accumulated
amortization and any accumulated impairment losses. Internally generated intangible assets, excluding
development costs, are not capitalized and expenditure is reflected in profit or loss in the year in which the
expenditure is incurred.
Intangible assets with finite lives are amortized over their useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and the
amortization method for an i ntangible asset with a finite useful life is reviewed at least at the end of each financial year. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortization period or method as appropriate,
and are treated as changes in accounting estimates. The amortization expense on intangible assets with finite
lives is recognized in profit or loss in the expense category consistent with the function of the intangible asset.
Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually.
The assessment of indefinite life is reviewed annually to determine whether the indefinite life continues to
be supportable.
The amortization methods applied to the Group’s intangible assets are summarized as follows:
Customer
relationships

Technology

Brands &
trademarks

Development costs

Software

Useful life

Finite

Finite

Finite / infinite

Finite

Finite

Amortization
method

Straight-line
basis

Straight-line
basis

Straight-line
basis / none

Straight-line
basis

Straight-line
basis

Time period

Usually
7 – 10 years

Usually
10 years

Usually
20 years / not
applicable

Over period of
expected sales
from the related
project but not
exceeding 3 years

Over estimated
useful life but not
exceeding 3 years

Internally generated
or acquired

Acquired

Acquired

Acquired

Internally
generated /
acquired

Acquired

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognized in profit or loss when the asset
is derecognized.
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RESEARCH AND DEVELOPMENT COSTS

Development expenditure on an individual project is recognized as an intangible asset if the Group can
demonstrate:
–– the technical feasibility of completing the intangible asset so that it will be available for use or sale
–– its intention to complete the asset
–– its ability to use or sell the asset
–– how the asset will generate future economic profit
–– the availability of resources to complete the asset
–– the ability to measure reliably the expenditure during development.
Following initial recognition of the development expenditure as an asset, the cost model is applied requiring
the asset to be carried at cost, less any accumulated amortization and accumulated impairment losses.
The asset is amortized on a straight-line basis over the period of its expected benefit, starting from the date of
full commercial use of the product in key markets. During the period of development, the asset is tested for
impairment annually.

IMPAIRMENT OF NON-FINANCIAL ASSETS
At each reporting date, the Group assesses whether there is an indication that an asset may be impaired. If any
such indication exists, or when annual impairment testing for an asset is required, the Group estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s
fair value less costs to sell and its value in use, and is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent of those from other assets or groups of assets. Where the
carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation
model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly traded
subsidiaries, or other available fair value indicators.
Impairment losses of continuing operations are recognized in profit or loss in the expense categories consistent
with the function of the impaired asset. For assets excluding goodwill, an assessment is made at each reporting
date as to whether there is any indication that previously recognized impairment losses may no longer exist or
may have decreased. If there is such an indication, the Group makes an estimate of the recoverable amount.
A previously recognized impairment loss is reversed only if there has been a change in the estimate used to
determine the asset’s recoverable amount since the last impairment loss was recognized. If this is the case, the
carrying amount of the asset is increased to its recoverable amount. The increased amount cannot exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognized for the asset in prior years.
Goodwill is tested annually for impairment or whenever there are impairment indicators. Impairment for goodwill is determined by assessing the recoverable amount of the cash-generating units to which the goodwill
relates. Where the recoverable amount of the cash-generating units is less than their carrying amount an impairment loss is recognized. Impairment losses relating to goodwill cannot be reversed in future periods. The Group
performs its annual impairment test of goodwill on 30 November.

FINANCIAL ASSETS
For the classification of financial assets the Group applies IFRS 9 (2010).
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The Group recognizes financial assets on the trade date at which it becomes a party to the contractual obligations of the instrument. Financial assets are initially measured at fair value. Acquisition-related costs are to be
included, unless the financial asset is measured at fair value in subsequent periods. The Group subsequently
measures financial assets at either amortized cost or fair value.
FINANCIAL ASSETS MEASURED AT AMORTIZED COST

A financial asset is subsequently measured at amortized cost, using the effective interest method and net
of any impairment loss, if:
–– the asset is held within a business model with an objective to hold assets in order to collect contractual cash
flows; and
–– the contractual terms of the financial asset give rise, on specified dates, to cash flows that are solely payments
of principal and interest.
FINANCIAL ASSETS MEASURED AT FAIR VALUE

Financial assets other than those classified as measured at amortized cost are subsequently measured at fair
value with all changes in fair value recognized in profit or loss.
However, for investments in equity instruments that are not held for trading, the Group may elect at initial
recognition to present gains and losses in other comprehensive income. For such investments measured at fair
value through other comprehensive income, gains and losses are never reclassified to profit or loss and no
impairments are recognized in profit or loss. Dividends earned from such investments are recognized in profit or
loss unless the dividend clearly represents a repayment of part of the cost of the investment.
FAIR VALUE

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value of financial instruments that are actively
traded in organized financial markets is determined by reference to quoted market bid prices at the close of business on the balance sheet date. In the case of financial instruments for which there is no active market, fair value is
determined using valuation techniques such as recent arm’s length market transactions, the current market value
of another instrument that is substantially the same, discounted cash flow analysis or other valuation models.

TRADE AND OTHER RECEIVABLES
Trade and other receivables are measured at amortised cost using the effective interest method less any
impairment losses. Non-interest receivables are discounted by applying rates that match their maturity upon
first-time recognition.

IMPAIRMENT OF FINANCIAL ASSETS
At each balance sheet date, the Group assesses whether a financial asset or group of financial assets is impaired.
If there is objective evidence that an impairment loss on assets measured at amortized cost has been incurred,
the loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (taking the future expected credit losses into consideration) discounted at the financial asset’s
original effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying
amount of the asset is reduced through the use of an allowance account. The loss is recognized in profit or loss.
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized impairment
loss is reversed, to the extent that the carrying value of the asset does not exceed its amortized cost at the
reversal date. Any subsequent reversal of an impairment loss is recognized in profit or loss.
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In relation to trade receivables, a provision for impairment is made when there is objective evidence (such as the
probability of insolvency or significant financial difficulties of the debtor) that the Group will not be able to
collect all of the amounts due under the original terms of the invoice. The carrying amount of the receivable is
reduced through use of an allowance account. Impaired receivables are derecognized when they are assessed
as uncollectible.

INVENTORIES
Inventories are valued at the lower of cost or net realizable value. Raw material costs are determined by using the
weighted average cost method. The cost of finished goods and work in progress comprises direct materials and
labor and a proportion of manufacturing overhead, valued at standard cost. Standard costs are regularly
reviewed and, if necessary, revised to reflect current conditions.
Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and the estimated costs necessary to make the sale. Work in progress and finished goods are valued at
manufacturing cost, including the cost of materials, labor and production overheads. Inventory write-downs are
recorded in the case of slow-moving or obsolete stock.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents in the statement of financial position comprise cash at banks, cash on hand, and
short-term deposits with an o
 riginal maturity of three months or less. For the purpose of the consolidated cash
flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above, net of shortterm bank overdrafts.

SHARE CAPITAL
The share capital of Straumann Holding AG consists of one class of registered shares with a par value of CHF 0.10
per share.

TREASURY SHARES
Equity instruments which are re-acquired by the Group (treasury shares) are deducted from equity and disclosed
separately. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the Group’s
own equity instruments.

TRADE PAYABLES
Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. Trade payables are classified as current liabilities if payment is due within one year or less (or
in the normal operating cycle of the business if longer). If not, they are presented as non-current liabilities. Trade
payables are recognized initially at fair value and subsequently measured at amortized cost using the effective
interest method.

FINANCIAL LIABILITIES
For the classification of financial liabilities the Group applies IFRS 9 (2010).
INTEREST-BEARING LOANS AND BORROWINGS

All loans and borrowings are initially recognized at fair value less directly attributable transaction costs,
and have not been designated as ‘at fair value through profit or loss’. After initial recognition, interestbearing loans and borrowings are subsequently measured at amortized cost using the effective interest method.
Gains and losses are recognized in profit or loss when the liabilities are derecognized as well as through the
amortization process.
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FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities d
 esignated upon initial recognition as at fair value through profit or loss.

PROVISIONS
Provisions are recognized when the Group has a present obligation (legal or constructive) resulting from a past
event and it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation. The expense relating to
any provision is presented in profit or loss, net of any reimbursement. If the effect of the time-value of money
is material, provisions are discounted. Where discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.

EMPLOYEE BENEFITS
PENSION OBLIGATIONS

The Group operates various post-employment schemes, including both defined benefit and defined contribution
pension plans.
A defined contribution plan is a pension plan under which the Group pays fixed contributions into a separate
entity. The Group has no legal or constructive obligations to pay further contributions if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods.
A defined benefit plan is a pension plan that is not a defined contribution plan. Typically defined benefit plans
define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or
more factors such as age, years of service and compensation.
The liability recognized in the statement of financial position in respect of defined benefit pension plans is the
present value of the defined benefit obligation at the end of the reporting period less the fair value of plan
assets. The defined benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency
in which the benefits will be paid, and that have terms to maturity approximating the terms of the related pension obligation. In countries where there is no deep market in such bonds, the market rates on government
bonds are used.
Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to equity in other comprehensive income in the period in which they arise. Past-service
costs are recognized immediately in the income statement.
For defined contribution plans, the Group pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis. The Group has no further payment obligations once the contributions have been paid. The contributions are recognized as employee benefit expenses
when they are due. Prepaid contributions are recognized as an asset to the extent that a cash refund or a
reduction in future payments is available.
SHORT-TERM EMPLOYEE BENEFITS – BONUSES

As part of the annual compensation, most employees receive a bonus which depends on the course of business. The individual bonus is calculated by multiplying an individual base amount with a mix of financial,
functional and individual target achievements which varies by hierarchical level and function. The bonus is
usually settled in cash during the first quarter of the subsequent year.
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The Group recognizes a liability and an expense for these bonuses based on calculations which adequately
consider all these parameters.

SHARE-BASED COMPENSATION
The Board of Directors, Executive Management and Senior Management receive part of their remuneration in
the form of share-based payment transactions, whereby these individuals render services as consideration
for equity instruments (‘equity-settled transactions’).
The cost of equity-settled transactions is measured with reference to the fair value at the date on which they
are granted. The fair value is determined either based on observable market prices or by external valuation
experts using an appropriate pricing model, further details of which are given in Note 19.
The cost of equity-settled transactions is recognized, together with a corresponding increase in equity, over
the period in which the performance and/or service conditions are fulfilled, ending on the date on which the
Board of Directors and the relevant employees become fully entitled to the award (‘the vesting date’). The
cumulative expense recognized for equity-settled transactions at each reporting date until the vesting date
reflects the extent to which the vesting period has expired and the Group’s best estimate of the number of
equity instruments that will ultimately vest. The profit or loss charge or credit for a period represents the
movement in cumulative expense recognized at the beginning and end of that period.
No expense is recognized for awards that do not ultimately vest. Where the terms of an equity-settled award
are modified, the minimum expense recognized is the expense if the terms had not been modified.
An additional expense is recognized for any modification that increases the total fair value of the share-based
payment arrangement, or is otherwise beneficial to the employee as measured at the date of modification.
Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any
expense not yet recognized for the award is recognized immediately. However, if a new award is substituted for
the cancelled award, and designated as a replacement award on the date of grant, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the previous paragraph.
The dilutive effect of outstanding performance share units (PSUs) and options is reflected as additional share
dilution in the computation of earnings per share (Note 25).
Selected employees have the right to buy Straumann shares. The employees are offered a discount of 25% based
on the average share price over the seven trading day period following the ex-dividend day. The difference
between the fair value at grant and the cash consideration paid by the employees is immediately recognized as
personnel expense. The shares are subject to a two-year blocking period.
Conditional share capital was approved by the shareholders for an unlimited period for share-based compensation
in 1998 and 2016. Non-employee shareholders are excluded from subscribing for these shares.

REVENUE RECOGNITION
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. Revenue is measured at the fair value of the remuneration received,
excluding discounts, rebates, and other sales taxes or duty. The following specific recognition criteria must also
be met before revenue is recognized:
SALE OF GOODS

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on delivery of the goods.
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REVENUE FROM CUSTOMER TRAINING AND EDUCATION

Revenue from customer training and education is recognized once the related services are performed.
INTEREST INCOME

Income is recognized as interest accrued (using the effective interest rate, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial instrument to the net carrying
amount of the financial asset).
DIVIDENDS

Income is recognized when the Group’s right to receive the payment is established.
RENTAL INCOME

Income arising from operating leases on investment properties is accounted for on a straight-line basis over the
lease terms.

RELATED PARTIES
A party is related to an entity if: the party directly or indirectly controls, is controlled by or is under common control with the entity; or if it has an interest in the entity that gives it significant influence over the entity; or if it
has joint control over the entity or is an associate or a joint venture of the entity. In addition, members and
dependents of the Key Management Personnel of the entity (Board of Directors and Executive Management
Board) are also considered related parties.

TAXES
CURRENT INCOME TAX

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted by the balance sheet date. Current income tax
relating to items recognized directly in equity is recognized in equity and not in profit or loss.
DEFERRED INCOME TAX

Deferred income tax is determined using the liability method on temporary differences at the balance sheet date
between the tax base of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax liabilities are recognized for all taxable temporary differences, except:
–– where the deferred income tax liability arises from the initial recognition of goodwill or of an asset or a liability
in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss
–– in respect to taxable temporary differences associated with investments in subsidiaries and associates, where
the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary
differences will not be reversed in the foreseeable future.
Deferred income tax assets are recognized for all deductible temporary differences and carry forwards of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences and carry forwards of unused tax credits and unused tax losses can
be utilized, except:
–– where the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.
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–– in respect to deductible temporary differences associated with investments in subsidiaries and associates. Deferred income tax assets are recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the temporary differences can
be utilized.
The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that the deferred income tax assets can be utilized. Unrecognized
deferred income tax assets are reassessed at each balance sheet date and are recognized to the extent that it has
become probable that future taxable profit will allow the deferred tax assets to be recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply for the year in
which the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.
Deferred income tax relating to items recognized directly in equity is recognized in equity and not in profit
or loss.
Deferred income tax assets and deferred income tax liabilities are offset if a legally enforceable right exists
to set current income tax assets off against current income tax liabilities, and the deferred income taxes relate to
the same taxable entity and the same taxation authority.
SALES TAXES

Revenues, expenses and assets are recognized net of the amount of sales tax, except:
–– where the sales tax incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the sales tax is recognized as part of the cost of acquisition of the asset or as part of the
expense item
–– in the case of receivables and payables that are stated with the amount of sales tax included.
The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the statement of financial position.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING
The Group uses derivative financial instruments, such as forward currency contracts and interest rate swaps,
to hedge its risks associated with fluctuations in interest rates and foreign currencies. Such derivative financial
instruments are initially recognized at fair value on the date on which a derivative contract is entered into and
are subsequently remeasured at fair value. Derivatives are carried as assets when the fair value is positive and as
liabilities when the fair value is negative.
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any derivative
instruments that do not qualify for hedge accounting are recognized immediately in profit or loss.
For the purpose of hedge accounting, hedges are classified as:
–– fair value hedges – when hedging the exposure to changes in the fair value of a recognized asset, or liability, or
an unrecognized firm commitment (except for foreign currency risk)
–– cash flow hedges – when hedging exposure to variability in cash flows that is either attributable to a particular
risk associated with a recognized asset or liability or a highly probable forecast transaction or the foreign currency risk in an unrecognized firm commitment
–– hedges of a net investment in a foreign operation.

