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2008



Net sales in € m



2,934.0



3,033.9



3,162.1



3,945.0



3,906.8



– 1.0



Germany



2,248.9



2,264.5



2,281.9



2,862.1



2,665.6



– 6.9
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– 9.7



of which Max Bahr



–



–
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702.4
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880.2



1,082.9



1,241.2
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23.4
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27.8



27.4



31.8



–



3.4



1.5



3.5



0.6



–6.0
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Germany



3.4



0.7



2.5



–3.6



–8.0
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International



3.3



3.9



6.2



11.4



–0.5



–



Gross profit on sales in € m



973.5



964.6



985.5



1,274.3



1,314.1
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Gross margin on sales in %



33.2



31.8



31.2



32.3



33.6



–



EBITA in € m



80.4



105.8



111.1



116.0



129.1



11.3



Germany



35.2



63.4



58.5



41.1



45.2



10.0



Change in %



Profit & loss data



of which Praktiker



International International share in % of total net sales Like-for-like sales growth in %



International



45.3



42.4



52.6



74.9



83.9



12.1



EBITA margin in %



2.74



3.49



3.51



2.94



3.30



–



Net financial result in € m



–8.6



–5.5



1.4



–22.5



–49.3



– 119.1



Net income in € m



63.7



77.6



84.1



23.7



7.1



–69.8



earnings per share in €



1.08



1.32



1.43



0.39



0.10



– 74.4



Dividend per share in €



–



0.45



0.45



0.45



0.104



–



total assets in € m



1,423



1,724



1,889



2,154



2,154



0.0



equity in € m



633.2



871.0



945.5



941.4



907.9



– 3.6



Balance sheet data



equity ratio in % of total assets



44.5



50.5



50.1



43.7



42.2



–



Cash and cash equivalents in € m



32.7



349.1



466.3



270.8



233.3



– 13.8



Net cash in € m
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30.2



204.8



172.5



–147.1



–189.3



– 28.7



–289.5



–276.4



–336.0



–403.0



–411.6



– 2.1



Capital expenditure in € m



55.6



86.3



68.0



167.9



117.6



– 30.0



Cash flow from operating activities in € m



65.5



166.8



68.6



198.8



112.4



– 43.5



–



5.6



6.1



5.0



5.0



–
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Net working capital in € m Further financial data



Return on capital employed (ROCe) in %



–



2.9



1.7



2.2



1.3



–



Number of stores



335



340



341



425



4365



2.6



Germany



278



275



268



337



336



– 0.3



57



65



73



88



1005



13.6
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Dividend yield in % Operative data



International



1,958



2,012



2,026



2,712



2,790



2.9



1,555



1,549



1,515



2,099



2,094



– 0.2



403



463



512



613



6965



13.5



15,941



16,550



17,600



22,448



23,632



5.3



10,504



10,397



10,480



13,585



13,189



– 2.9



5,437



6,153



7,120



8,863



10,443



17.8



42.7



43.9



44.2



41.3



38.4



–



Germany



54.7



58.6



61.9



58.3



57.8



–



International



12.4



10.9



8.6



6.6



5.6



–



Selling space in sq m 1,000 Germany International Number of employees, yearly average on a full-time basis Germany International Part-time ratio, yearly average in %



Combined Financials, see Annual Report 2006, page 99. Including extra BAU+HOBBY. February to December. 4 Dividend proposal. 5 Without the store in Zabrze (Poland) that burnt down on December 26, 2008. 1
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Disclaimer This annual report contains certain statements that are neither reported financial results nor other historical information. These forward-looking statements are subject to risk and uncertainties that could cause actual results to differ materially from those expressed in the forward-looking statements. Many of these risks and uncertainties relate to factors that are beyond Praktiker Group’s ability to control or estimate precisely, such as future market and economic conditions, the behaviour of other market participants, the ability to successfully integrate acquired businesses and achieve anticipated synergies and the actions of government regulators. Readers are cautioned not to place undue reliance on these forward-looking statements, which apply only as of the date of this presentation. The Praktiker Group does not undertake any obligation to publicly release any revisions to these forward-looking statements to reflect events or circumstances after the date of these materials.
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Only the German version of this annual report is legally binding. The company cannot be held responsible for any misunderstandings or misinterpretations arising from this translation.
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THE pRAKTiKER GRoUp



pRAKTiKER GERmAny In the home country of do-it-yourself, the consumer is above all: price-conscious. Praktiker takes this into account. No other German DIY chain is so aggressive when it comes to price, no other is so discount-oriented. Permanently low prices, bargain offers and discount campaigns (“20 percent off everything – except pet food”) have made Praktiker a very attractive brand in the eyes of customers in terms of price. Praktiker also means fast, uncomplicated and convenient shopping in an appropriate store format. Without compromise – at around 240 stores throughout Germany.



mAX BAHR Customers who attach particular importance to service, advice, a wide choice and ambience, in addition to good prices and top quality, will be well served at Max Bahr. The Hamburg-based company, which has a long tradition (“DIY store since 1879”) always achieves excellent marks in customer satisfaction. This has not changed since its integration into the Praktiker Group in February 2007. Max Bahr is the premium brand in the Group, which opens up additional customer potential. Its 76 stores allow the Praktiker Group to follow a two-brand strategy, which no other competitor in the German DIY market can offer.



pRAKTiKER inTERnATionAL Other countries, other markets. Praktiker has its roots in Germany, but is also at home in many places in Europe. This is what determines success at an international level: being able to adapt to national peculiarities and the requirements of each individual market. Whether in Luxembourg or Greece, in Turkey or in the emerging reformed states of eastern and south-eastern Europe, Praktiker knows what its customers want: good prices and good quality. And service where it is needed. 100 stores in eight countries now generate about one third of consolidated sales. International expansion is and will remain the driving force behind growth at the Praktiker Group.
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CompAny pRoFiLE



The Praktiker Group, with its head office in Kirkel (Saarland, Germany), operates DIY stores in nine European countries. Praktiker offers a full assortment of products and services for a wide range of applications including construction, renovation, home repairs, home improvement, gardening and leisure. In Germany, the Group provides its DIY expertise through two brands, Praktiker and Max Bahr. Praktiker offers all of its customers, from price-conscious occasional doit-yourselfers to quality-focussed professional craftsmen, a comprehensive range of products that is structured in line with demand. The product range includes both high-quality items from well-known brand manufacturers and private labels, characterised by a particularly favourable cost/benefit ratio. The wide variety of products is complemented by a range of services, spanning from wood cutting to trailer rental. Praktiker looks back over a thirty-year history, while Max Bahr will celebrate its 130th anniversary in 2009. With its competence and its many years of experience in the DIY business, the Group has achieved a very high level of brand awareness in all countries in which it operates. Over 100 million customer contacts and an extensive market presence are evidence of the outstanding position occupied by the Praktiker Group in Germany and abroad.
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To OUR SHAREHOLDERS Letter to the shareholders The Management Board Praktiker in the capital market



To oUR SHAREHoLDERS



LETTER To THE SHAREHoLDERS



the year 2008 was dominated by stock market crashes and government bail out packages for distressed banks, interest rate cuts to ease money supply and measures to stimulate the world’s most important economies, rapidly declining sentiment indicators both in manufacturing and among consumers, rapidly rising and even more quickly falling oil prices and inflation rates following close on the heels of these changes. The countries of the western hemisphere were the first to be hit. With a certain time lag, the global financial crisis then reached the countries of Eastern Europe. In retrospect, the developments can be explained as the logical consequence of events. Although the ramifications of the financial crisis looming in the previous year might have been suspected, they were not recognised for a long time. The DIY market in Germany in the first six months tended to be weak because the comparable basis of the previous year had been very high due to favourable weather patterns. In the second half of the year, the market as a whole even saw positive development and overall appeared unaffected by the global economic turbulence. The Praktiker brand, however, found itself in an unusual situation in the German market. At the beginning of 2008, the management had already made clear that focus would again be on the margins instead of on sales and gaining market share. The marketing approach was therefore recalibrated and the number of “20 percent off everything” promotional campaigns almost halved. Instead, Praktiker invested more intensively in permanently lower shelf prices for a selected range of products and emphasised discounts on individual product groups. A sharp drop in sales was the not unexpected result. At the same time, the gross margin also rose, so that at the end of the year operating earnings were up on the previous year. In the international business, there were no indications of a financial crisis or decreasing consumer sentiment during the first nine months. Only in the fourth quarter did the mix of a slowing economy, depreciation of exchange rates and decreasing consumer sentiment become apparent in a sharply falling sales momentum – ultimately to such a degree that even the sales targets set for the year as a whole were not fully achieved. Some plans for new locations also had to be postponed because some of the local partners ran into financial difficulties as a result of the financial crisis. These delays were not inconvenient at a time when the management had already begun to set course for increasing flexibility, securing liquidity and enhancing crisis resistance in the second half of the year. The reaction to the worsening business outlook was to secure earnings, to keep all costs low and to re-examine all capital expenditure plans. Following these considerations, capex fell clearly short of original plans at the end of the year. The international portfolio was expanded by 13 new stores; at the start of the year, sights had been set on 15 to 20 stores. The conversion of the German Praktiker brand to the Easy-to-Shop format had already been interrupted early in the year to develop and optimise the concept with the intention to adjust it further in detail as well as to lower the costs per conversion. In the second half of the financial year, management thus focussed on securing cash flow and liquidity in order to prevent the consequences of a possible weakening in sales and to strengthen the financial position of the company. The success of these measures was reflected in a sufficiently high level of liquid funds at the end of the year being supplemented by a substantial syndicated loan. In addition, no financial debt will be due until 2011 when the convertible bond must be paid back – the only liability to financial institutions the Praktiker Group had as of the balance sheet date.
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To oUR SHAREHoLDERS



LETTER To THE SHAREHoLDERS



refinancing requirements are therefore not a priority for the time being. This is good news in times of limited credit availability and high interest rates. In 2008, the Praktiker Group increased earnings again. The operating result rose significantly by 11.3 percent to 129.1 million euros, but fell short of the originally announced target corridor. When drawing up the dividend proposal, the management board of Praktiker Bau- und Heimwerkermärkte Holding AG had to balance the short-term return demands and the need to keep liquidity as stable as possible in the light of increasing risks to sales and earnings. The proposed appropriation of profits is geared towards the goal of securing liquidity and therefore increasing the resistance to the actual crisis. The management board of Praktiker Bau- und Heimwerkermärkte Holding AG has agreed to propose to the supervisory board to retain major parts of the profit and to pay out a dividend of 0.10 euros per share. The development of the share price over the previous year was for most of you, dear shareholders, not satisfactory. Nonetheless, we have not yet made use of the authority to buy back own shares. rather we believe that we can contribute more to the long-term stabilisation of expectations and to the profitability of the company by successfully managing our operating business than through a share buy back. The effect of a buy back dissipates quickly, particularly in times of high volatility on the stock exchanges, as has been the experience of many other companies. We also want to ensure that we are able to deal with the demanding challenges facing us, to which sufficient liquidity is the best guarantee. In acting as we have, we thus believe that we serve your, the shareholders’, best interests. Yours faithfully,



Wolfgang Werner Chairman of the management board Kirkel, Germany, March 2009
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To oUR SHAREHoLDERS



THE mAnAGEmEnT BoARD



THE mAnAGEmEnT BoARD



WOLfGAnG WERnER Chairman



Divisions Business Development Distribution Praktiker Germany Location Management Germany Auditing extra BAU+HOBBY



MICHAEL ArNOLD



Divisions International Business Internationalisation



THOMAS GHABEL



Divisions Controlling Accounting/Taxes finance Investor Relations/Public Relations Legal and Contract Law M&A Max Bahr Praktiker Services GmbH (until December 2008)
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To oUR SHAREHoLDERS



THE mAnAGEmEnT BoARD



KArL-HEINz STrOH Labour Director



Divisions Personnel Praktiker Services GmbH (since January 2009)



PASCAL WArNKING



Divisions Procurement Category Management Marketing



At the end of 2008, the management board of Praktiker Bau- und Heimwerkermärkte Holding AG consisted of five persons. On March 21, 2008, Karl-Heinz Stroh took over the duties of the board member responsible for personnel and those of the labour director from Michael Arnold, who has since concentrated exclusively on the significantly increased international business and on international expansion. In January 2009, responsibility for Praktiker Services GmbH was also transferred to Karl-Heinz Stroh. This company began operating in October 2008. Since then, all of the Group’s activities in the fields of IT, logistics and organisation have been bundled in it.
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To oUR SHAREHoLDERS



pRAKTiKER in THE CApiTAL mARKET



pRAKTiKER in THE CApiTAL mARKET major uncertainty on the capital markets



Significant decline in praktiker’s share price



The full extent of the international financial crisis became



The worldwide economic crisis brought with it an increas-



apparent in 2008. Sparked in the USA in mid-2007 by risky



ing amount of uncertainty about how strongly companies



property financing, the financial crisis now hit the so-called



would be affected by these changes. This growing uncer-



real economy with all its force. The severity and speed of



tainty was reflected in the stock markets generally and in



many of its effects were unexpected. reputable banks were



particular in the valuation of Praktiker shares. from its high



forced to cease trading or merge with others and only the



of 19.01 euros at the beginning of the year 2008, the share



joint intervention by the governments of the world’s strong-



lost about three quarters of its value to 4.45 euros by the



est industrialised nations prevented the collapse of the in-



end of October. By the end of the year, the share price had



ternational financial system. Fears of a recession led to a



recovered slightly to 7.80 euros, 61.8 percent below its price



worldwide slump in demand. The automotive industry and



at the close of 2007.



its suppliers felt the effects of the sudden restraint in spend-



Praktiker’s market capitalisation at the end of the year



ing most strongly. Also in this sector, insolvencies were



was around 450 million euros (previous year around 1,180



avoided only through state support. Even entire nations



million euros).



were brought to the verge of bankruptcy by the crisis and



As most other listed companies were not left unaffected



were rescued only with the support of international organi-



by the global financial crisis, Praktiker still occupies a stable



sations or groups of states.



position in the middle of the MDAX, the index of the 50 me-



To support the economy, the world’s most important central banks cut key interest rates drastically. The most im-



dium-sized listed companies in Germany, based on the usual criteria of trading volume and market capitalisation.



portant countries in the international community also set



The financial markets crisis has led to massive changes in



up multi-billion credit-financed programmes to support the



the banking sector. It led in one prominent case to insolven-



economy.



cy, in many cases to takeovers and at all banks to increased



The severe disruptions to the global economy were ac-



efforts to reduce costs. This consolidation process had a di-



companied by unprecedented fluctuations in raw material



rect impact on the number of analysts who regularly report



prices. By the middle of the year, the price of crude oil had



on Praktiker. During the year, it dropped from 27 to 20.



soared to over 140 US dollars per barrel. The oil price then



In 2008, management maintained direct contact with



plummeted to just under 40 US dollars by the end of the



current and potential investors through regular roadshows,



year. The crisis was compounded at the end of the year by



investor visits, analyst events and telephone conferences.



significant changes in the exchange rates of many curren-



These efforts were supplemented by regular Investor News



cies, which were generally greater the less weight a cur-



publications and an analyst tour offering deeper insight into



rency had in a global context.



two international companies in the Praktiker Group. Live transmissions of the telephone conferences on quarterly results, the annual press conference and extracts of the Annual General Meeting via the Investor relations section of the Praktiker website www.praktiker.com have meanwhile become standard practice.



Share price development 2008



–61.8 % praktiker share 2008



in %



120 Share price on December 31
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80



year‘s low: october 27 (daily closing price)



19.01 € 4.45 €



60



market capitalisation on December 31



40



Earnings per share



0.10 €



Dividend per share1
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Dividend yield1



1.3 %



20
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mDAX



prime Retail index
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1



Subject to the resolution of the Annual General meeting.



452.4 € m



To oUR SHAREHoLDERS



Adjusted dividend proposed



pRAKTiKER in THE CApiTAL mARKET



also reported that it held over 3 percent of the voting rights in the trading portfolio.



The consolidated net income before allowance of deferred



After the end of the financial year, DWS Investment GmbH



tax assets reached 61.0 million euros in the 2008 business



exceeded the threshold of 3 percent of the voting rights,



year. In the previous year a considerable one-time effect had



while Eton Park Capital Management reported that it had



weighted on the net income as well, resulting from the re-



exceeded the thresholds of 3 and 5 percent. The most up-to-



form of corporate taxation in Germany. Adjusted for this ef-



date list of major shareholders can be found in the Investor



fect, the figure in the previous year was 65.7 million euros.



relations section of the website www.praktiker.com.



When drawing up the dividend proposal, the management board of Praktiker Bau- und Heimwerkermärkte Holding AG



no refinancing requirements arose



had to balance the short-term return demands and the need to keep liquidity as stable as possible in the light of increas-



In the past financial year, there was no need for refinanc-



ing risks to sales and earnings. The proposed appropriation



ing via the capital markets. In addition to the liquid funds as



of profits is geared towards the goal of securing liquidity



at the balance sheet date, Praktiker has access to a syndi-



and therefore increasing the resistance to the actual crisis.



cated credit line of 200 million euros. This was negotiated in



The management board of Praktiker Bau- und Heimwerker-



May 2007. At the end of the period under review, this credit



märkte Holding AG has agreed to propose to the supervisory



line had not been used. The Group also has further bilateral



board to retain major parts of the profit and to pay out a



credit lines and therefore considerable financial scope.



dividend of 0.10 euros per share (previous year 0.45 euros per share).



Freefloat remains at 100 percent Institutional investors who exceeded the reporting thresholds of 3, 5 or 10 percent of voting rights in 2008 harboured no strategic intentions with their share of the stock. As these shares were subject to short-term investment strategies only, they were not considered to be in permanent ownership as defined by Deutsche Börse AG. As such, all Praktiker shares were in freefloat with effect of December 31, 2008. The majority of the shares are held by institutional investors, of whom the majority in turn are from anglo-american countries. Two shareholders, IGM Financial and Odey Asset Management, each held more than 5 percent of the voting rights at the end of the year. A further four institutions – Universities Superannuation Scheme, Polar Capital, Artisan Partners and General Capital Group – each held in excess of 3 percent of the voting rights. At the end of the period under review, UBS AG



Share data Capital stock



58 € m



Total shares



58 m shares



Type of share



Financial calendar 2009



no-par shares



indices



mDAX/Dow Jones Stoxx Retail



mDAX weighting



1



Security identification codes Bloomberg Reuters



1.05 % WKn A0F6mD/iSin DE000A0F6mD5 pRA pRAG



Annual report 2008



march 27, 2009



First quarter report 2009



April 22, 2009



Annual General meeting 2009



may 27, 2009



Half year report 2009 Third quarter report 2009



July 22, 2009 october 22, 2009



As of December 31, 2008.



1
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group management report



Business-specific and general economic settings



Business-specific and general economic settings general economic setting bleak



germany: sales density in diY industry under pressure again



The world economy was shaken by the effects of the financial crisis in an unprecedented way in 2008. Although govern-



The German DIY market did not directly reflect the overall



ments worldwide put together coordinated rescue packages



economic situation at any point during the year. In the first



for troubled financial institutions, these measures could not



six months, when economic figures and sentiment indica-



prevent an economic downturn in the world’s most important



tors were still showing positive development, demand for DIY



economies.



products remained well below the previous year. The main



At the beginning of the year, expectations regarding



reason for this was that the mild winter of 2007 had led to



growth and consumption were mainly positive in all countries



significantly higher demand for products from the gardening



in which Praktiker is present. Without exception, they were



range. Owing to favourable weather conditions the basis for



revised downwards over the course of the year. In some coun-



comparison from the previous year was therefore very high



tries, such as the Federal Republic of Germany and Greece,



and thus could not be reached again in 2008. In the second



income and production even declined in some quarters of the



half of the year, the market as a whole even saw positive de-



past calendar year. By the middle of the year, the economic



velopment for most of the time and was therefore largely un-



slowdown was accompanied throughout the world by rising



affected by the slowdown in the overall economy. The com-



inflation rates, which were largely attributable to the develop-



parison with the previous year’s figures also played a certain



ment of oil prices. However, fears that the world was facing



part here, as in 2007 – apart from the revival in the first half



“stagflation” did not last long. With the unprecedented and



owing to the weather – the increase in VAT contributed to a



extremely rapid drop in oil prices, inflation rates decreased, so



considerable drop in demand.



that those in charge of monetary and fiscal policies worldwide are now discussing how to combat impending deflation. In Germany, stagnation is expected for the past year at best, while in Eastern European countries the strong growth



After the development of sales was negative in the first half and more stable in the second half, DIY sales on the German market for the year as a whole are set to be slightly lower than, or at best at the same level as the previous year.



of previous years has slowed considerably. This downturn is



In 2008, several trends that had already been observed



accompanied by a significant devaluation of the relevant cur-



over the previous few years continued unchanged in the Ger-



rencies, which in most cases began only in the second half



man DIY sector: the number of DIY stores declined further,



of the year but then accelerated rapidly. Private consumption



although the selling space increased again slightly. According



and the retail sector were affected particularly severely by this



to a survey carried out by the “Gesellschaft für Markt- und



downturn in all of Eastern Europe.



Betriebsanalyse” (gemaba), a total of 2,428 DIY stores were operating in Germany at the end of the year. This represents a drop of 0.4 percent. There was an above-average decline in the number of DIY stores in the East German states (excluding Berlin). The drop here was over three times as high as in the western part of Germany. As new stores are generally much larger than older ones, as they typically contain a garden cen-



gross domestic product



private consumption



annual percentage change



annual percentage change 2004



2005



2006



2007



2008



2004



2005



2006



2007



Bulgaria



6.6



6.2



6.3



6.2



6.3



Bulgaria1



7.4



7.1



5.8



6.9



5.1



germany



1.2



0.8



3.0



2.5



1.8



germany



0.2



0.1



1.2



–0.3



– 0.6



greece



4.6



3.8



4.2



4.0



3.2



greece



3.8



3.8



4.2



3.2



2.4



luxembourg



4.9



5.0



6.1



4.5



2.3



luxembourg



2.3



3.9



3.0



2.0



2.5



poland



5.3



3.6



6.2



6.6



5.2



poland



2.1



2.0



5.0



5.0



4.9



romania



8.5



4.2



7.9



6.0



8.6



romania1



9.7



9.7



8.5



12.9



11.6



turkey



9.4



8.4



6.9



4.6



3.5



turkey



8.8



8.8



4.6



4.1



3.2



ukraine



12.1



2.7



7.3



7.6



6.4



ukraine1



11.0



14.7



15.4



13.0



8.0



Hungary



4.8



4.1



3.9



1.3



1.9



Hungary



2.4



3.4



1.7



0.6



1.2



source: international monetary fund, 2008 estimates (as of october 2008).
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source: oecd, 2008 estimates (as of november 2008). 1 economist intelligence unit, 2008 estimates (as of december 2008).



2008
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Business-specific and general economic settings



tre and often separate areas for large-scale professional cus-



tion, the inflation trend triggered by the increase in the price



tomers, the weighted selling space increased again slightly by



of crude oil and other raw materials was intensified by the



1.6 percent in 2008.



devaluations. The fact that a country such as Hungary was for



The combination of a larger selling space and stagnat-



a time dependent on support from the International Monetary



ing sales led once again to a slight decline in sales density



Fund also shows that state finances do not have a solid basis



throughout the sector in 2008.



in all countries.



As some major competitors in Germany do not have a fi-



It is difficult to determine the extent to which demand for



nancial year that corresponds to the calendar year, it is diffi-



DIY products was affected by the overall economic downturn,



cult to compare the annual sales figures of individual competi-



as the relevant data is not available. However, it is probably



tors. There are, however, clear indications that the Praktiker



realistic to assume that the DIY markets in Poland, Roma-



Group with its two brands, Praktiker and Max Bahr, has kept



nia and Bulgaria showed high growth rates for the year as



its position in the German market.



a whole, while the markets in Hungary, Turkey and Greece stagnated or experienced a slight to significant decline.



international: economies are cooling off



Despite this varied development, sales in the international division were almost consistent with the original expectations



The development of international markets varied in 2008.



in the first three quarters. Only in the final quarter did the dy-



While some countries showed strong growth, such as Poland,



namic sales trend slacken, in some countries rapidly and sub-



Romania and Bulgaria, others had to deal with poor consumer



stantially. The worldwide financial crisis finally left its mark



sentiment and weak growth from the beginning, such as



after a certain delay, at the end of the year. The competitive environment changed in all countries in



Greece, Turkey and Hungary. Despite differing economic levels at the beginning of 2008,



which Praktiker operates during the period under review.



however, developments over the course of the year were very



Praktiker expanded its own store portfolio with a focus on



similar: economic development slowed down everywhere



Romania, Hungary and Ukraine. Other DIY store operators



during the year. This was partly due to the fact that in Eastern



also continued their expansion in various countries and with



Europe, private consumption, which until then had been one



varying degrees of intensity in 2008. However, Praktiker is



of the pillars of economic development, suffered across all



still – with the exception of Poland and Ukraine – the market



countries as a result of the worldwide financial and economic



leader or second-largest operator in the sector in all countries



crisis. It was not until during the fourth quarter, however, that



in which it operates.



the effects became clearly visible in a slowdown in sales in Praktiker stores. Various factors contributed to this development: a growing number of consumers had financed purchases of durable economic goods with loans issued in foreign currencies. Interest rate rises and above all the devaluation of the local currencies led over time to a strong increase in costs for these loans. As a result, less money was left over for other purchases. In addi-



number of stores and selling space in the german diY industry number of stores



indoor selling space in million sq m



3,000



15



2,000



10



1,000



5



1983



1988



1993



1998



2003



2008



source: gemaba lev.-Hitdorf 2009.
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income, financial and asset position income position



although this was largely due to the fact that Max Bahr was included in the consolidated financial statements for 12



number of stores in eastern europe increased



months in 2008 but for only 11 months in 2007, owing to the



The Praktiker Group expanded its store portfolio from 425



timing of the acquisition.



to 436 in the 2008 financial year. At the end of the year,



Strong growth in sales was achieved once again in inter-



Praktiker operated 260 stores in Germany (including extra



national business. In absolute figures, sales abroad increased



BAU+HOBBY), one less than at the beginning of the year.



by 14.6 percent to 1,241.2 million euros, although adjusted



The number of outlets under the Max Bahr brand remained



to take account of changes in selling space there was a de-



unchanged at 76. The number of international stores rose by



cline of 0.5 percent. Key growth momentum came above all



12 to 100. In the expansion of the portfolio, the focus was on



from Romania, Poland and Bulgaria. In international busi-



growth markets in Eastern Europe. The network of outlets



ness, particularly in Eastern Europe, growth momentum was



was expanded by 5 stores in Romania, by 2 in both Ukraine



uninterrupted until the beginning of the fourth quarter, after



and Hungary and by one in Greece, Turkey and Bulgaria. A



which it slackened considerably. In this period, the effects



new store was also opened in Poland. As another store in



of the worldwide financial crisis had a noticeable impact on



Poland was destroyed by fire at the end of the year, however,



income and consumption trends for the first time.



the total number of stores in Poland remained unchanged compared with the end of the previous reporting period.



In 2008, the devaluation of Eastern European currencies also had a negative impact on sales development –



The rise in the number of stores goes hand in hand with a



which was also an effect of the financial crisis and the



corresponding increase in selling space. Within the Praktiker



worldwide economic slowdown. This effect was particu-



Group, the available sales area grew overall by 2.9 percent



larly pronounced in the fourth quarter, when the Polish



to 2.8 million square metres. Selling space abroad increased



zloty, the Turkish lira, the Romanian leu and the Hungarian



by 13.5 percent to 0.7 million square metres, while domes-



forint simultaneously declined strongly in value, although



tic selling space remained virtually unchanged at 2.1 million



to varying degrees. On the assumption of constant ex-



square metres.



change rates, sales abroad would have risen by 16.3 percent in 2008, while like-for-like there would have been an



sales slightly lower than previous year



increase of 0.6 percent. The devaluations therefore cost



Sales generated by the Praktiker Group totalled 3,906.8



the company 1.7 percentage points in sales growth.



million euros in the 2008 financial year. Compared with the previous year (3,945.0 million euros), this represents a decline of 1.0 percent. Adjusted to take account of changes in selling space, sales fell by 6.0 percent.



more customers in eastern europe In the Group’s international stores, customers shopped at Praktiker on a total of 39.7 million occasions, equating to an



This decline was entirely due to business in Germany



increase of 15.6 percent over the level of the previous year.



and, within this market, only to the Praktiker brand. As the



In particular, this growth was seen in Bulgaria, Romania and



number of “20 percent off everything” discount campaigns



Poland and was principally due to the new stores opened



was reduced by almost half in 2008, there was inevitably



there. In Greece, Hungary and Turkey, however, the number



a decline in sales, which amounted to 9.7 percent. In con-



of customer contacts was lower than in the previous year,



trast, Max Bahr recorded an increase of 2.1 percent in sales,



reflecting the difficult economic situation in these countries.



number of stores



net sales



By ownership structure



annual percentage change



property



finance lease



operate lease



total



praktiker germany



3



15



223



241



max Bahr



–



11



65



76



extra Bau+HoBBY (integrated stores)



–



–



19



19



praktiker international



6



35



59



100



Praktiker Group



9



61



366



436



max – der kleine Baumarkt1 (informational) extra Bau+HoBBY franchise1 (informational)



– –



not included in operative statistics.



1
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– –



– –



2005



2006



2007



2008



absolute



3.4



4.2



24.8



– 1.0



like-for-like



1.5



3.5



0.6



– 6.0



absolute



0.7



0.8



25.4



– 6.9



like-for-like



0.7



2.5



–3.6



– 8.0



12.3



14.4



23.0



14.6



like-for-like (in €)



3.9



6.2



11.4



– 0.5



15



absolute (in local currency)



7.0



16.2



20.1



16.3



10



like-for-like (in local currency)



–0.3



7.6



8.4



0.6



group germany international



absolute (in €)
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Average customer expenditure in international business



income, financial and asset position



gross profits increased



came to 31.29 euros, 0.8 percent below the previous year’s



In the year under review, gross profits on sales amounted



amount. This was due less to general restraint in customer



to 1,314.1 million euros and, as such, were up by 39.8 mil-



spending than to the weakening of Eastern European cur-



lion euros over the level of the previous year (1,274.3 million



rencies.



euros). This represents an increase of 3.1 percent.



In Germany, the frequency of customer visits fell signifi-



The gross margin was 33.6 percent, 1.3 percentage points



cantly for both retail chains on a like-for-like basis. In total,



above the previous year’s figure (32.3 percent). This increase



customers in Germany decided on 95.0 million occasions to



is mainly attributable to the German market and in particular



shop at Praktiker or Max Bahr. This was a drop of 8.2 per-



to the Praktiker brand. The reduction in the number of spe-



cent on the previous year. The decline of 9.2 percent for the



cial offers led to a drop in the proportion of sales that were



Praktiker brand was much larger than the drop for the Max



achieved with large price discounts. The first half of 2008



Bahr brand (minus 4.8 percent). The reason for this decline



was also affected by the fact that VAT had been increased on



is the same as for the drop in sales: in the previous year, the



January 1, 2007, but that prices were adjusted only during



higher number of 20-percent-off campaigns had lured more



the course of that year. This means that prices were higher



price-oriented customers into the Group’s stores. Some of



in the first months of 2008 than in the previous year. This



these “bargain hunters” were absent in 2008. However,



effect then diminished later in the year.



there was only a slight change in the average expenditure



The gross margin abroad remained stable year-on-year.



per customer. Per shopping occasion, customers spent a net



However, it came under particular pressure in countries



average of 25.84 euros at Praktiker in Germany in 2008, 0.06



whose currencies had become significantly weaker. Above



euros less than in the previous year (25.90 euros). Average



all, there was pressure on prices for products that had to be



customer expenditure at Max Bahr came to a net amount of



purchased in foreign currencies.



25.74 euros (previous year 26.10 euros) and was therefore at a similar level.



other operating income above previous year’s level In the 2008 financial year, other operating income totalled



Best product groups: gardening equipment in germany, construction materials abroad



77.5 million euros. This was 7.4 million euros or 10.6 per-



The contrasting development of the various product rang-



items directly associated with the retail business – rental in-



es highlights the structural differences in the DIY market



come, contributions from suppliers and income from cost



in Germany and abroad. In international business, sales of



reimbursements – accounted for almost two thirds of other



building materials and construction elements grew by over



operating income. Contributions from suppliers and rental



20 percent, the strongest increase for all product categories,



income from the subleasing of retail space increased com-



followed by sanitary ware and the paint/wallpapers range.



pared with the previous year, while central A/P clearing for



This indicates that materials for renovation work were in



sales divisions fell slightly.



cent more than in the previous year (70.1 million euros). The



particularly high demand abroad and that the need for renovation was still high. In Germany, however, sales did not increase in any category. Demand for gardening equipment was the most stable, with a decline of 3.9 percent. This suggests that customers in Germany have a different focus to those



net sales, gross profit, gross profit margin



abroad. Weak sales of timber products can be explained



in € bn



partly by the sharp price increases that marked this sec-



3.95



3.91



tor. However, all ranges connected with renovation work also showed above-average declines. The numerous spe-



3.16



3.03



2.93



cial offers in the previous year had obviously benefited these segments in particular.



33.2 %



33.6 % 32.3 %



31.8 % 0.97



2004 net sales



0.96



2005 gross profit



31.2 % 0.99



2006



1.27



2007



1.31



2008



gross margin
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Other operating income included insurance income



Polish antitrust authority imposed fines on almost all major



amounting to 8.7 million euros. This amount is mainly in



DIY store operators in the country, including Praktiker,



connection with severe damage to a store in Thessalonica



in connection with alleged product price collusion with a



caused by a fire in summer 2007. The store has been open



domestic supplier. Praktiker has taken legal action in this



completely again since the end of September 2008. A small



context.



proportion of this sum is linked to the fire at the store in



Administrative expenses fell by 1.8 percent to 74.8 million



Zabrze, Poland, a few days before the end of the year. Inven-



euros in the year under review (previous year 76.2 million



tories, equipment and lost profits are also insured for this



euros). After taking into account one-off expenses for the in-



store.



tegration of Max Bahr, which were incurred in the first quarter of the previous year, the administrative costs remained



operating expenses increase with expansion of store portfolio



virtually unchanged.



The operating expenses at the Praktiker Group increased by 2.8 percent to 1,262.5 million euros in the year under



operating earnings above previous year’s level



review (previous year 1,228.4 million euros). A large part of



Operating earnings (EBITA = earnings before net interest,



this increase is due to Max Bahr being consolidated for the



income tax and the amortisation of good-will) amounting to



whole of the reporting period in 2008, while in the previous



129.1 million euros is reported for the year under review.



year it was only included in the consolidated financial state-



An EBITA of 116.0 million euros had been shown for the



ments from February. There was a significant rise in operat-



previous year. Earnings therefore increased despite a slight



ing expenses abroad as the network of outlets was increased



decline in sales. This comes down to an EBITA margin of 3.3



by 13 stores.



percent (previous year 2.9 percent).



In particular, the expansion of the store portfolio had an



The net financial result was minus 49.3 million euros (pre-



impact on selling expenses, which rose in total by 3.1 per-



vious year minus 22.5 million euros). The difference of 26.8



cent to 1,187.2 million euros (previous year 1,151.5 million



million euros compared with the previous year’s figure was



euros). Personnel expenses were again the largest single



due to several factors: in the third quarter of 2007, the Group



expense item in 2008, accounting for 39.6 percent of total



had benefited from a one-off disposal gain of 6.8 million



selling expenses (previous year 40.1 percent). They rose by



euros. Interest income was lower in 2008 than in the pre-



2.0 percent to 470.5 million euros (previous year 461.5 mil-



vious year, as the level of liquid funds was lower on average



lion euros). In international business, additional staff were



during the year. Also, in the course of the financial crisis,



recruited with each new store. At the same time, wages in-



lower interest rates have been accepted in short-term cash



creased considerably in most Eastern European countries,



deposits in trade-off for greater security. The number of fi-



at least in local currency. In euro terms, the devaluation of



nance leases increased further with expansion abroad. The



the Eastern European currencies compensated for part of



resulting interest expenses rose by 3.1 million euros to 25.6



this increase. In Germany, however, the average number of



million euros. Furthermore, currency effects resulting from



employees fell – which also led to a decline in personnel



the revaluation of foreign currency liabilities on the report-



expenses.



ing date had a considerably greater negative impact than in



The expense items directly relating to the operation of



the same period last year. At the year’s end reporting date,



the stores (rents, depreciation, energy costs, maintenance,



all foreign exchange rates of importance to Praktiker stood



cleaning) rose in line with the increase in the number of



significantly lower than they had one year earlier. As a con-



stores by 5.7 percent to 451.8 million euros (previous year



sequence, high currency losses were incurred from the valu-



427.6 million euros). Advertising expenses amounted to 140.3 million euros, less than in the previous year (143.7



earnings



million euros). Other sales expenses amounted to 124.6 mil-



in € m



lion euros, a rise of 5.0 percent over the previous year’s level (118.7 million euros). Under different items, the selling expenses include expenses incurred in converting Praktiker stores to the Easyto-Shop concept in the first quarter. These expenses amount to around 3.0 million euros. After that, the concept was optimised, further conversions were not realised before the year 2009. The selling expenses also include additions to provisions totalling 4.0 million euros that became necessary when the
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eBita net financial result



2004



2005



2006



2007



2008



70.1



95.5



111.1



116.0



129.1



–10.2



–6.6



1.4



–22.5



– 49.3



eBt



60.0



89.0



112.5



93.5



79.8



taxes



–6.8



–20.9



–28.4



–69.8



– 72.6



net profit



53.1



68.1



84.1



23.7



7.1



eps in €



0.79



1.07



1.43



0.39



0.10



eVa



–



–23.6



–10.4



–47.4



– 48.4



roce in %



–



5.6



6.1



5.0



5.0
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ation of leasing liabilities not denominated in the national



income, financial and asset position



financial position



currencies. The net currency result for the period under review was minus 18.6 million euros (previous year minus 4.6 million euros).



capital expenditure with focus on international business Praktiker Group invested a total of 117.6 million euros in



The currency losses from the revaluation of finance lease



the 2008 financial year. That was 50.3 million euros less in



liabilities had no impact on cash (14.7 million euros). The



capital expenditure than in the previous year (167.9 million



same applies to the addition of accrued interest to liabilities



euros), most of which was used to expand the store portfolio



from the convertible bond (3.9 million euros).



abroad. A total of 69.7 million euros was spent on the 13



Taking account of net financial result, earnings before



new stores, preparations for further openings in 2009 and



taxes (EBT) amounted to 79.8 million euros. As such, it was



the maintenance of the existing stores. In the previous year a



13.7 million euros or 14.6 percent down on the level of the



total of 113.8 million euros was invested for the extention of



previous year (93.5 million euros).



the distribution network 15 new stores and the maintenance



Tax expenses accounted for 72.6 million euros, equating



of existing stores. Capital expenditure in Germany was also



to a rise of 2.8 million euros over the previous year’s level



lower than in the previous year at 47.9 million euros (pre-



(69.8 million euros). In 2007, tax expenses were heavily af-



vious year 54.1 million euros). While new Max Bahr stores



fected by a one-off effect in connection with the corporate



had been opened in 2007, there were no new openings in



tax reform in Germany, which necessitated a revaluation of



2008. However, investments were made during the period



deferred taxes and led to a one-off expense of 42.0 million



under review for a store to open in 2009. The bulk of capital



euros with no impact on cash.



expenditure in 2008 related to the modernisation and main-



In 2008, a high one-off tax expense was also incurred,



tenance of stores and improvements to IT infrastructure.



which also had no impact on cash. It amounted to 53.9 mil-



Of total capital expenditure, 100.5 million euros was cash



lion euros in total and related to the allowance of deferred



capex (previous year 121.9 million euros). Of the new stores



tax assets leading to a one-off tax expense with no impact



opened in 2008, four were classed as finance leases in accor-



on cash. Because of this special one-off effect, the net profit



dance with IFRS standards. In the previous year, 8 new stores



for 2008 is comparable with that of 2007 to a limited extent



had been classed as finance leases. Capital expenditure re-



only.



sulting from finance leases for newly opened stores was cor-



Net income was reported at 7.1 million euros (previous



respondingly lower in 2008. It amounted to 17.1 million euros



year 23.7 million euros). After the deduction of minority



(previous year 46.0 million euros). A total of four stores were



shareholdings, net consolidated profit stood at 6.1 million



acquired in 2008, two in Romania and two in Hungary. Two



euros (previous year 22.6 million euros).



of these stores, one in Romania and one in Hungary, were



Before the allowance of deferred taxes, net income would



opened in 2008, while the other two are scheduled to open in



have amounted to 61.0 million euros. In the previous year a



2009. A total of 25.4 million euros was spent on this. In the



one-off effect resulting from the reform of German corporate



previous year, 38.1 million euros was invested in the acquisi-



taxation had impacted the accounts. The comparable value



tion of four stores. For modernisation, store concept conver-



for the previous year, also adjusted for the respective one-off



sion and improvements to IT infrastructure, 53.8 million euros



tax effect, would have been 65.7 million euros.



was made available within the Group, of which 40.3 million



The undiluted earnings per share (EPS) generated in



euros in Germany and 13.5 million euros abroad.



2008 amounted to 0.10 euros (previous year 0.39 euros). capital expenditure in € m 167.9 113.8



117.6 69.7 86.3 61.1 55.6



68.0 54.0



39.3



16.3



2004 germany



54.1



47.9



25.2 14.0



2005



2006



2007



2008



international
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The investments were not only below the comparable



asset position



figures for the previous year, they were also lower than the level planned at the beginning of the year. Because of the



total assets unchanged



emerging slowdown in the overall economy, which was al-



The balance sheet totalled 2,153.5 million euros. Total



ready becoming apparent by the middle of the year, the in-



assets therefore remained virtually unchanged compared



vestment plans were cut back little by little and in the end



with the previous year (2,153.8 million euros). There have,



substantially. Efforts to reduce capex in order to secure li-



however, been some changes to the structure of the balance



quidity were supported by the fact that the opening of some



sheet. The significant changes were linked to expansion



new stores abroad had to be postponed for other reasons.



abroad and the allowance of deferred tax assets already de-



In some cases, the necessary permits were not received in



scribed above.



time, while in others project partners had financing difficulties, which led to delays in construction.



The growing number of stores inevitably led to an increase in both inventories and trade payables. At the end



Capital expenditure was significantly up on the deprecia-



of the year under review, inventories were also up year-on-



tion on fixed assets, which amounted to 67.5 million euros



year in Germany. With the Praktiker brand, this was largely



in the year under review (previous year 59.9 million euros).



due to the fact that the first “20-percent-off-everything”



Accordingly, net investment stood at 50.1 million euros (pre-



campaign was planned at the start of 2009. The Max Bahr



vious year 108.0 million euros) while the funding ratio of



brand was preparing the first activities for its anniversary



investments from depreciations came to 57.4 percent (pre-



year in 2009. Moreover, inventories were also slightly higher



vious year 35.7 percent).



than planned as a result of sluggish sales in the fourth quarter. The increase in trade payables reflects efforts to agree



positive operating cash flow generated



longer payment deadlines with suppliers in order to improve



In 2008, no external funding was required; all transac-



working capital.



tions with an impact on cash such as capital expenditure,



The allowance of deferred tax assets by 53.9 million euros



payment of dividends or taxes with an impact on cash



impacted the net result and thus the equity position in the



were financed from the operating cash flow or the avail-



balance sheet.



able liquid funds. The level of liquid funds stood at 233.3 million euros at year-end, 37.5 million euros down on the level reported at the beginning of the year under review (270.8 million euros).



net debt position slightly increased The ongoing high level of capital expenditure led to an increase in fixed assets and at the same time to a slight re-



The operating cash flow totalled 112.4 million euros,



duction in liquid funds.



down 86.4 million euros on the previous year. The main rea-



The net financial position, i.e. the difference between



son for this decline was the decrease in other assets result-



cash and cash equivalents and financial liabilities, recorded



ing from changes in the scheme of bonification payments



net debt of 189.3 million euros at the end of the year under



by suppliers. Up to the year 2007 volume related supplier



review (previous year 147.1 million euros). The change is



bonifications were paid out in one sum after the year had



essentially due to the fact that the total liabilities resulting



ended. Since 2007, bonifications are paid out per quarter.



from finance leases have risen further – even if only slightly –



In 2007, the operating cash flow benefited from this change while this base effect did not recur in 2008.



Balance sheet structure in € m



capital expenditure 2008



22



117.6



germany



47.9



cash



100.5



maintenance



53.8



net



50.1



2,153.5



2,153.5



2,153.8



957.7



936.5



907.9



941.4



non-current assets



in € m



total



2,153.8



17.1 63.8 67.5
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1,196.1



international



69.7



non-cash



equity



1,217.0



current assets



582.7



662.9



568.3



644.1 current liabilities



expansion depreciation



non-current liabilities



assets 2007



assets 2008



equity and equity and liabilities 2008 liabilities 2007
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in line with the number of finance leases, while at the same time liquid funds have fallen further owing to ongoing high level of capital expenditure and the decline in sales.



income, financial and asset position



financial management ensures coverage of funding needs The financing requirements arising from operating business and capital expenditure in Germany and abroad were



Fixed assets rose by 3.8 percent from 747.6 million euros



covered in 2008. Since 2006, the convertible bond has



in the previous year to 776.0 million euros in 2008. Fixed



formed part of this financing. The Praktiker Group also has



assets therefore accounted for 36.0 percent of total assets



a syndicated credit line of 200 million euros, which was



(previous year 34.7 percent).



agreed in May 2007, had not been utilised as at the balance sheet date and is secured by contract until 2012. In slightly



High equity ratio maintained



reduced volume, it will even be available until 2013. The fi-



Equity stood at 907.9 million euros. Compared with the



nancial scope is supplemented by bilateral credit lines of a



previous year (941.4 million euros) this represents a reduc-



smaller amount. No financing instrument matured in 2008.



tion of 33.5 million euros. Without the allowance of deferred



The next follow-up financing will be necessary in 2011 when



tax assets equity would have increased further. The reduc-



the convertible bond will mature, providing that it has not



tion was due partly to the dividend payment and partly to



been converted by then. The financial debt arising from the



currency differences recorded directly in equity arising from



finance lease contracts do not require any follow-up financ-



the conversion of the annual financial statements of subsi-



ing. In accordance with IFRS, they appear on the balance



diaries abroad whose local currency is not the euro. The equity



sheet as debt, but the underlying economic circumstances



ratio was 42.2 percent (previous year 43.7 percent). Asset



follow the model of normal rental agreements with ongo-



coverage (ratio of equity to fixed assets) came to a level of



ing monthly rental payments. After expiry, there are typically



117.0 percent in 2008 (previous year 125.9 percent).



options for prolongation of the contracts, but no options or obligations to acquire the stores concerned.



long-term liabilities mainly consisting of finance leases



In the second half of the year, the internal guidelines on



The long-term liabilities amounting to 582.7 million euros



the short-term investment of liquid funds were revised. Fol-



(previous year 568.3 million euros) as of the balance sheet



lowing the collapse of the American financial institution Leh-



reporting date comprised in the main financial debt totalling



man Brothers, the security of investments in various banks



406.1 million euros (previous year 401.0 million euros) and



was called into question. In this climate, the Praktiker Group



other provisions amounting to 58.7 million euros (previous



decided to temporarily accept lower interest rates in short-



year 49.6 million euros). The financial debt was predominantly



term cash deposits in trade-off for greater security. In addi-



the result of finance lease contracts (268.0 million euros or



tion, the portfolio of partners where deposits are held was



66.0 percent of the financial debts). They increased only



diversified further. At the end of the year, liquid funds were



slightly, as the number of finance lease contracts rose only



on average held in much smaller tranches and were distri-



marginally during the year.



buted across considerably more banks than in the previous



The short-term financing requirements (net working capi-



year.



tal), i.e. inventories plus trade receivables and claims to sup-



The information required for determining financing needs



pliers minus advance payments received and trade payables



and the coverage thereof is provided on the basis of a three



totalled 411.6 million euros in the year under review (pre-



year Group-wide plan and a rolling twelve-month liquid-



vious year 403.0 million euros).



ity forecast, monitored regularly and adjusted as and when necessary. On a similar basis, the scenarios for compliance with contractually agreed ancillary requirements (financial covenants) arising from the above are also subjected to regular monitoring. Future funding needs are covered via actual liquid funds, via adequate credit lines, approved capital as agreed via a resolution passed by the Annual General Meeting in 2005 and via contingent capital as approved by the Annual General Meeting in 2006.
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overall development only partly met expectations



EVA level is positive or negative. The development of the



Overall, the 2008 financial year did not develop in the way



Delta-EVA is the key element in the variable management



that management had expected at the beginning of the year.



remuneration system practised by Praktiker. From the



This applies in particular to the last few months of the year,



management board of Praktiker Bau- und Heimwerker-



in which sales abroad were lower than expected, at first only



märkte Holding AG through to store managers, around 750



slightly but towards the end of the year significantly. The



senior staff are measured against Delta-EVA. The incen-



restraint in spending caused by the worldwide economic



tive system is thus designed in such a way as to guaran-



slowdown, including Eastern Europe, had an abrupt impact.



tee optimum correlation between the primary interests of



The slump in demand was all the more surprising as there



the shareholders and those of the management.



had been no sign of it until well into the year. In addition,



Max Bahr was integrated into EVA-calculations for the



the currencies of almost all Eastern European countries de-



first time. For the 2008 financial year, an EVA level of minus



valued unexpectedly quickly and severely in the last months



48.4 million euros was recorded (previous year under recog-



of the year. This also had a negative impact on the income



nition of Max Bahr minus 47.4 million euros). As such, the



position.



EVA level was only marginally below the level of the previous



The original expectations were not met in Germany either.



year. The interest earned on total capital invested (ROCE =



The gains in the gross margin recorded in the first two quar-



return on capital employed) came to 5.0 percent as in the



ters could not be maintained in the second half of the year.



previous year. The key value-oriented success indicator thus



The Group EBITA was therefore below the range of 135 to 140 million euros that management had predicted at the



did not improve in 2008. This was mainly because the increase in profit was smaller than expected.



beginning of the year. 2008 therefore shows that in times in which overall economic conditions change rapidly and drastically, the validity of forecasts declines with the unpredict-



information and report as per § 315 para. 4 HgB (german commercial code)



ability of these developments.



subscribed capital



Value-oriented management



The share capital amounts to 58 million euros and is divided into 58 million non-par value, bearer shares.



Value-orientation via eVa Praktiker Group focuses on the goals of value-oriented



authorised capital



corporate management based on economic value added



The Annual General Meeting of Praktiker Bau- und Heim-



(EVA®). EVA is an internationally proven control and man-



werkermärkte Holding AG held on September 26, 2005,



agement system to value and align all strategic, operating



authorised the management board, subject to the approval



and investment activities and decisions within the Group in



by the supervisory board, to raise the company’s share capi-



accordance with their contribution to enterprise value en-



tal in the period up to September 25, 2010, on one or sever-



hancement.



al occasions by a total of up to 25 million euros by issuing



Praktiker receives assistance from external experts with



new shares for cash or non-cash contributions (authorised



the conception of EVA and all values derived from it. A posi-



capital). According to the resolution passed by the Annual



tive EVA level has been achieved when earnings exceed the



General Meeting, the authorised capital can be used up to an



costs of capital required for the funding of all assets. Earn-



amount of 25 million euros by issuing new shares for cash



ings are defined as the operating profit before funding costs,



contributions. In doing so, shareholders are to be granted



but after deduction of income taxes. Total assets are based



subscription rights.



on the balance sheet total minus all non-interest-bearing li-



A part of the authorised capital can be used up to an



abilities plus the present value of rental and leasing liabili-



amount of 5 million euros by issuing new shares for non-



ties. Costs of capital represent the expected remuneration



cash contributions. In doing so, shareholders’ subscription



of investors for the capital provided and the investment risk



rights are excluded.



entered into. The cost of capital varies from country to coun-



A part of the authorised capital can be used up to an



try and reflects the different risk profiles of an investment in



amount of 5 million euros by issuing new shares for cash



the different countries. For 2008, Group cost of capital was



contributions for the purpose of issuing shares to the com-



calculated at 6.5 percent, exactly the same level as for the



pany’s employees or employees of companies controlled



previous year.



by it. In doing so, shareholders’ subscription rights are ex-



Key to the evaluation of entrepreneurial success is the



cluded.



Delta-EVA, i.e. the difference between the current EVA



Within the limits of the authorised capital, each of the



and that of the previous year, irrespective of whether the



above-mentioned capital increases may be used only up to
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the stated limit. The sum of all capital increases must not



a rate of 2.25 percent annual interest on their nominal



exceed the total amount of authorised capital. The manage-



value. The interest is to be paid retrospectively every year



ment board with the prior approval of the supervisory board



on September 28.



is authorised to determine all further details relevant to



The convertible bonds are to be paid back at their nominal



share rights and the terms which the issuing of shares is



value together with the accrued interest on the due date,



subject to.



provided that they have not been repaid already, converted



The resolution of the Annual General Meeting of Septem-



or bought back and invalidated. The issuer is entitled to can-



ber 26, 2005, to create authorised capital was entered into



cel convertible bonds fully or in part, with a notice of no less



the commercial register on November 2, 2005.



than 15 days and no more than 30 days. A precondition for cancellation is that the share price has exceeded 130 per-



contingent capital



cent of the conversion price, applicable on the respective



To extend the company’s options for creating an optimised



trading day, for a minimum of 20 trading days within a pe-



financing structure, the Annual General Meeting of June 27,



riod of 40 consecutive trading days, starting from or after



2006, decided to pass a resolution on a new authorisation of



September 28, 2009. In this case, the issuer repays the can-



the company’s management board to issue warrant-linked



celled convertible bonds on the chosen payback date at their



and/or convertible bonds and create a new contingent capi-



nominal value together with the interest amount accrued up



tal for this purpose. The maximum admissible nominal value



until the end of the day immediately preceding the chosen



of the warrant-linked and/or convertible bonds amounts to



payback date.



600 million euros. The maximum admissible nominal value



Pursuant to IAS 32.29, the book value of the convertible



of the new contingent capital amounts to 29 million euros.



bonds at the time of issuance was divided into debt and



The management board was authorised to issue warrant-



equity components. The debt component was calculated



linked and/or convertible bonds until June 26, 2011, sub-



on the basis of the market interest rate for a fixed interest



ject to approval by the supervisory board. In the event that



loan with no right of conversion. The difference represents



the issuance of warrant-linked and/or convertible bonds is



the conversion right and was reported accordingly under-



made in return for non-cash contributions, the management



equity capital. The financial liability increases over time with



board undertakes to make use of its authorisation to exclude



an effect on net income and to an amount equating to the



shareholders’ subscription rights to the warrant-linked and/



difference between the effective interest paid and the hy-



or convertible bonds only up to a maximum amount equat-



pothetical market rate of interest. In accordance with IAS



ing to 20 percent of the share capital existing at the time



32.38, transaction costs associated with the issuance were



of the authorisation coming into effect or, if such figure is



classified as debt and equity components of the convertible



smaller, at the time of the authorisation being exercised. As



bonds in proportion to the allocation of the capital raised. At



such, the increase in contingent capital for the purposes of



the time the convertible bonds were issued, the conversion



servicing such warrant-linked and/or convertible bonds that



rights granted would have corresponded to around 4.4 mil-



are issued in return for non-cash contributions with the ex-



lion non-par value shares in the contingent capital.



clusion of shareholder’s subscription rights is limited to an amount totalling a maximum of 11.6 million euros or the equivalent of 11.6 million non-par value, bearer shares. As per September 28, 2006, Praktiker Finance B.V. issued convertible bonds totalling a nominal amount of 150 million euros that contain a warrant from Praktiker Bauund Heimwerkermärkte Holding AG. The bonds were issued in units of 100,000 euros and for a term running until September 28, 2011 (due date). The convertible bonds are vested with an option for conversion to non-par value, bearer shares of Praktiker Bau- und Heimwerkermärkte Holding AG, with a proportionate share of the company’s share capital of 1.00 euros each, at the discretion of the respective shareholder, may be exercised from November 8, 2006, until September 19, 2011, in accordance with the bond terms at a conversion price fixed upon issuance of 33.77 euros (subject to possible adjustments for dividend payouts and capital changes). The convertible bonds carry
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management board – composition and representation



Should the acquisition of shares take place via the stock



In accordance with § 5.1 of the statutes of Praktiker Bau-



market, the price per share paid by the company (excluding



und Heimwerkermärkte Holding AG, the management board



ancillary purchase costs) must not exceed or fall short of the



must consist of at least two members. The supervisory board



opening price determined in XETRA trading (or via a func-



appoints the members of the management board and, more-



tionally comparable successor system replacing the XETRA



over, determines the number of management board members



system) on the Frankfurt stock exchange by more than 10



and any deputy management board members. It can appoint



percent on the given trading day.



a chairman of the management board and a deputy board



Should the acquisition take place via a public repurchase



chairman. Praktiker Bau- und Heimwerkermärkte Holding



offer addressed to all shareholders of the company, the of-



AG is represented by two management board members or



fered purchase price per share (excluding ancillary pur-



by one management board member together with one au-



chase costs) must not exceed or fall short of the average



thorised signatory, in accordance with § 5.3 of the statutes.



final auction price in XETRA trading (or via a functionally



In all other respects, the statutory provisions set out in



comparable successor system replacing the XETRA system)



the German Stock Corporation Act apply, in particular §§



on the Frankfurt stock exchange by more than 20 percent on



84 f. AktG (German Stock Corporation Act). Members of the



the 4th to 10th trading day prior to the date of the publica-



management board are appointed by the supervisory board



tion of the offer. The volume of the offer can be limited. If the



for a maximum of five years. A repeated appointment or



overall subscription of the offer exceeds this volume, the ac-



extension of the period in office is permissible for a maxi-



ceptance declarations are as a general rule to be considered



mum of five years in each case. In accordance with § 31



proportionately. The preferential acceptance of small units



MitbestG (German Co-Determination Act), a majority of at



of up to 100 shares per shareholder can be allowed for.



least two thirds of members of the supervisory board is re-



The management board is authorised with the approval



quired for the appointment of members of the management



of the supervisory board in respect of shares of Praktiker



board. If an appointment does not take place, the arbitration



Bau- und Heimwerkermärkte Holding AG purchased on the



committee of the supervisory board must make a proposal



basis of this authorisation in addition to their sale via the



to the supervisory board regarding the appointment within



stock market



one month of the vote. The supervisory board then appoints the members of the management board with the majority of



• to offer them to third parties in connection with corpo-



votes of its members. If an appointment still does not take



rate mergers or with the acquisition of companies, parts



place, the chairman of the supervisory board will have two



of companies or stakes in companies by way of payment.



votes when another vote is taken.



Shareholders’ subscription rights to the company’s own shares are excluded in this respect;



amendment of statutes



• to sell them subject to the exclusion of shareholders’ sub-



In accordance with § 10.2 of the statutes, the supervisory



scription rights at a price that does not fall significantly



board is entitled to make such amendments to the statutes



short of the trading price of the company’s shares on the



that only affect the formulation thereof. It is also entitled in



stock market. However, this authorisation only applies



accordance with § 4.3.4 of the statutes to amend the word-



under the condition that the notional stake in the share



ing of the statutes in accordance with the utilisation of the



capital of the shares sold with the exclusion of sharehold-



authorised capital. Otherwise, the provisions set out under



ers’ subscription rights as per § 186 para. 3 sent. 4 AktG



§ 179 AktG (German Stock Corporation Act) apply, whereby



(German Stock Corporation Act) may not in total exceed



the Annual General Meeting is competent for amendments



10 percent of the share capital; this maximum limit is re-



to the statutes.



duced by the proportional amount of share capital attributable to shares that were issued with the exclusion of



authorisation to repurchase own shares



subscription rights during the term of this authorisation



The company was authorised via the resolution passed by



on the basis of other authorisations in accordance with



the Annual General Meeting held on May 30, 2008, to acquire



§ 186 para. 3 sent. 4 AktG (German Stock Corporation



shares of the company up until November 29, 2009. The au-



Act);



thorisation is limited to the acquisition of the company’s own



• to use them with the exclusion of shareholders’ subscrip-



shares with a notional stake in the share capital of a total of



tion rights to service conversion or subscription rights or



max. 5.8 million euros. The authorisation can be exercised in



conversion obligations from convertible bonds that have



full or in parts, and on one or several occasions.



already been issued. In all, the shares transferred on the



The acquisition can occur via the stock market or via a public repurchase offer.
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Personnel report



conversion or subscription rights or conversion obligations that were issued or established in accordance with



Number of staff significantly increased



the application of § 186 para. 3 sent. 4 AktG (German



The number of staff employed by the Praktiker Group in-



Stock Corporation Act). This maximum limit is reduced by



creased significantly in the year under review. As of the end 



the proportionate amount of the share capital attributable



of 2008, a total of 29,816 persons worked at Praktiker Group.



to shares that were issued or sold with the exclusion of



This equated to an increase of 2.5 percent compared with



subscription rights during the term of this authorisation



the same point in time of the previous year (29,093). Con-



at the point in time of usage or in accordance with § 186



verted into full-time employees, the number of staff grew in



para. 3 sent. 4 AktG (German Stock Corporation Act);



2008 by 4.1 percent to 23,874. The average number of staff



• to redeem them together with a reduction in share capital 



during the year, converted into full-time employees, was



without a further resolution by the Annual General Meet-



23,632, representing an increase of 5.3 percent. The reason



ing being required for the redemption or its implementa-



for this was continued expansion abroad. The international



tion.



segment employed, on average, the equivalent of 10,443 full-time staff in 2008, 17.8 percent more than in the previ-



This authorisation concerning the realisation of the com-



ous year. The rise was essentially due to the expansion of



pany’s own shares that have been acquired can be exercised



the store portfolio by 13 new stores, but also to the fact that



on one or several occasions, in full or in part, individually or



preparations had already been made in terms of recruitment



jointly. As a follow-up to this, the management board will



for the opening of further stores that will now open with a



report on the reasons for and the purpose of the acquisition



delay in 2009 (e.g. Tirana). Praktiker thus strengthened its



of the company’s own shares, the number of shares acquired



reputation as a strong and reliable employer. In Greece, for



and the amount of share capital attributable to them as well



example, this was reflected in the fact that Praktiker has en-



as on the amount paid in return for the shares at the respec-



tered the ranks of the country’s most popular employers.



tive following Annual General Meeting.



The ratio of part-time to full-time staff in Germany was down slightly at 57.8 percent compared with the previous



Key agreements subject to a change in control



year (58.3 percent). The high number of part-time contracts



The company entered into a syndicated loan agreement



not only complies with employees’ wishes for flexible work-



on May 7, 2007. This agreement includes a provision for a



ing time, but also helps to manage seasonal and weekly fluc-



change of control. A change of control in this sense takes



tuations in demand at store level. Part-time employment is a



place if any person holds 30 percent or more of the voting



predominant feature in Germany whereas full-time employ-



rights in the Company, either him- or herself or through the



ment remains most common in the company’s international



attribution of shares held by third parties. In this case, the



business. The ratio of part-time staff is therefore compara-



syndicate banks are no longer obliged to provide further



tively low abroad, at 5.6 percent (previous year 6.6 percent).



credit. Each syndicate bank is also authorised to call in out-



The change is due to the fact that staff numbers were in-



standing drawings including accrued interest immediately.



creased mainly in countries in which part-time work is an



The convertible bonds issued by the company on Sep-



exception, such as Romania and Ukraine.



tember 28, 2006, are also subject to a change of control. A change of control as defined by this provision takes place (i) if the company sells all or almost all of its assets or (ii) if



employees1/Part-time ratio Germany



any person or persons acting in concert gain control over



Yearly average



the company. Control in this sense is gained if shares are



22,448



held that – directly or through the attribution of shares held



8,863



by third parties – provide over 50 percent of voting rights in the company. In the event of a takeover bid for shares in the company, those shares for which the offer has al-



15,941 5,437



16,550 6,153



23,632 10,443



17,600 7,120



ready been accepted will be taken into account at the time at which the offer became unconditional. In these cases, the holders of the convertible bonds are entitled to demand early repayment of bonds that have not yet been converted or repaid, including accrued interest, within a period of 30 days from the announcement of the change of control by the company.



58.6 %



61.9 %



54.7 %



58.3 %



57.8 %



10,504



10,397



10,480



13,585



13,189



2004



2005



2006



2007



2008



Germany International 1 on a full-time basis.



Part-time ratio Germany
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personnel department facing new challenges



Praktiker has increased its efforts in 2008 to interest gradu-



Strong growth abroad and the takeover of Max Bahr



ates from universities and technical colleges in a career at the



meant that the personnel department of the Praktiker Group



company. These activities included cooperation with voca-



also faced new challenges. The foundations were therefore



tional training academies, technical colleges and universities,



laid in 2008 to ensure that the new quality of the challenges



offering internships and supporting undergraduates in their



could be dealt with from an organisational point of view. In



endeavour to write theses on retail-related topics. In addition,



spring 2008, a separate position was created on the manage-



numerous pupils were again given the opportunity of engag-



ment board and filled by an external candidate. On March



ing in internships in Praktiker stores in order to find out more



21, 2008, Karl-Heinz Stroh took over the duties of the board



about the activities and requirements relevant to retailing.



member responsible for personnel and those of the labour director from Michael Arnold, who has since concentrated



Wage agreement conflict resolved after lengthy negotiations



exclusively on the rapidly growing international business



Following prolonged negotiations, the parties to the col-



and on international expansion. The personnel department



lective wage agreement for the retail sector agreed halfway



has since been reorganised and now concentrates on four



through the year on a new general wage agreement and a



central areas: personnel marketing, conditions of employ-



collective remuneration agreement. The main point of the



ment, development of staff and managers and communica-



dispute was that the employers were demanding that agree-



tion and information.



ments concerning overtime compensation be adjusted to



As regards content, this means taking measures to im-



take account of changes in shop opening hours. After an



prove the employer’s image, identifying and promoting



agreement was reached on this point, a new collective remu-



talent in the Group, developing employment models geared



neration agreement was concluded, which allowed for a 3



towards specific target groups and setting up international



percent increase in wages under collective wage agreements



communication platforms that help to improve dialogue



with effect from April 1, 2008, along with a one-off payment



in terms of leadership and cooperation. The conceptional



of 400 euros for the months from April 2007 to March 2008.



foundations for these four strategic areas were drawn up in



As the wage conflict lasted longer than expected, Praktiker



2008. For example, the company’s appearance on the labour



had already granted employees covered by collective wage



market was completely reorganised, from cooperation with



agreements a pay increase of 2 percent as of April, which



specific key universities and schools to communications and



was then applied against the increase agreed later under the



information events for selected target groups. An interna-



wage agreement.



tional trainee programme was also launched with the aim of attracting and developing talented graduates for the Group.



fulfilling social responsibilities



The basis was also created for the introduction of a group-



The Praktiker Group fulfils its social responsibilities in a



wide management development process (MDP) and for the



variety of ways. Each of the Group’s national companies has



development of a new competence model that is standard-



its own focus. Praktiker is involved in sport, education and



ised throughout the company and specific to Praktiker.



charitable work. In all these activities, Praktiker is guided by the requirements of a “good corporate citizen”.



training activities still at a high level



Sponsoring is an important bridge between the company



In 2008, the Praktiker Group again invested strongly in



and the economy. It can help in cases where public funding



the training of young people. In total, 834 trainees were pre-



is not available or not adequate. The Praktiker Group has for



paring for their professional future within the Group in the



years run a location-specific sports promotion programme



year under review (previous year 835 trainees). In this way,



at its head office and supports several soccer clubs in vari-



Praktiker is not only securing its own supply of junior staff,



ous amateur leagues in its domestic market in the Saarland,



it is also making a contribution to society by training more



with financial and material support going primarily towards



young people than it needs for its own purposes. After the



youth work in each case. Praktiker ensures a constant ad-



prerequisites were fulfilled in 2007, the training of special-



vertising presence in the field of top sport as the co-sponsor



ists in IT systems and computer science (major in systems



of the renowned second division soccer club 1. FC Kaisers-



integration) began in 2008. Praktiker also offers the practi-



lautern and multiple German badminton champion 1. BC



cal part of the course of study in economics and IT at the



Saarbrücken-Bischmisheim.



vocational training academy “Akademie der Saarwirtschaft”



A joint project with the higher education institution Hoch-



in St. Ingbert (Saarland, Germany). The new training options



schule der Bildenden Künste (HBK) Saar also supported the



are intended to help tie trainees to the company in the in-



Group’s goal of focusing principally on the Saarland re-



creasingly important area of information technology at an



gion as a Saarland-based company. Under the working title



early stage.



“Living Praktiker”, students in the fourth semester were given
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their choice from Praktiker’s DIY stores. The objects designed were assessed as part of the students’ examinations



efforts to protect the environment anchored in the organisation



and were made accessible to the public in February 2009 in



In 2008, the Praktiker Group anchored its efforts to im-



a special exhibition at the head office of the Praktiker Group



prove the protection of the environment in the organisation –



in Kirkel.



by setting up a department for environmental management.



Praktiker also helped the scouting organisation Deutsche



At the time of reporting, two employees were exclusively



Pfadfinderschaft St. Georg by providing 1,500 construction



responsible for the diverse issues concerning energy and



helmets during a series of projects for social and charitable



waste in the field of location management. They have the



purposes, which led to the creation of additional trainee po-



task of defining and coordinating measures to protect the



sitions in trade and industry in Germany.



environment and ensuring their implementation.



As a founding member, Max Bahr has supported the



Even if this organisational anchoring gives new weight to



nationwide non-profit initiative “Das macht Schule” since



all environmental issues, the Praktiker Group had already



2006, which follows on from the spirit of optimism of the



previously fulfilled the objective of saving resources where-



campaign “Du bist Deutschland”. “Das macht Schule” sup-



ever possible. The following milestones show this:



ports children and young people who want to create a more pleasant learning environment by helping them to help



1997 Inventory and optimisation of waste management



themselves. Instructions, check lists, organisational tips



1998 Creation of an environmental database



and shopping vouchers can be found on the web platform



1999 Residual waste plan with reduction of 15 percent



www.das-macht-schule.net. The young renovators can ob-



in residual waste volumes



tain the necessary expert advice in Max Bahr outlets.



Creation of the environmental management system



In the Group’s international companies, the “anniversaries” in Luxembourg (30 years), Hungary (10 years) and Turkey (also 10 years) were used as an occasion to get involved



Internal environmental audits carried out 2000 ISO 14001 certification of the 76 Max Bahr DIY stores and the head office



in social projects. Bâtiself in Luxembourg collected 40,000



2001 Start of training and consulting activities on environ-



euros through a raffle for the benefit of children suffering



mental and waste issues at regular meetings for store



from cancer. In Turkey, Praktiker helped renovate a school library and supported a Unicef project for pre-school children by making a donation itself and collecting donations in stores. Hungarian employees chose a public place in the



managers 2003 Successful re-certification of the environmental management system 2006 Introduction of an energy and waste disposal control-



vicinity of each Praktiker DIY store and redeveloped it as



ling system



part of a national project to make cities more attractive. In



Separate electricity procurement for stores



some places a playground was restored, in others walls were cleared of graffiti or a new park was created.



2007 Introduction of building management systems (BMS) Introduction of innovative lighting technology



Even without anniversary celebrations, however, the na-



Opening of the Max Bahr store in Hamburg-Stellingen



tional companies are committed to social projects. Employ-



with an ecological focus (photovoltaic systems, wood



ees at Praktiker in Hungary renovated the infant ward at



pellets heating system, rainwater harvesting)



two local hospitals and provided the necessary materials



2008 Installation of a geothermal plant to heat buildings



for the restoration of a children’s home. Similar projects



as part of the construction of the two new Praktiker



were also implemented in Ukraine. In Greece, Praktiker is



stores in Marl and Münster



perceived as a local brand and as one of the best employers in the country. This perception is supported there by the company’s social commitment, for example its support for non-profit organisations such as the “Make-A-Wish Foundation”, which aims to fulfil the wishes of seriously ill children. “Paint a smile” was the name of an activity in Romania which had a similar goal. Employees and customers joined efforts in painting three large-scale circus-like pictures in each and every Praktiker store between August and November. The paintings were then given to a total of 19 childrens’ hospitals in order to decorate the otherwise bleak walls.
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objectives clearly defined



The amount of gas and water consumed is recorded on a



Praktiker’s environmental management system follows



monthly basis in a meter reading portal for the stores, which



the twin goal of improving the protection of the environment



are invoiced after a period of time via annual bills and bills



and the company´s economic efficiency as well through



for additional costs. This allows energy use to be controlled



practicable and forward-looking concepts. Both aspects



close to the time. Continuous evaluation of these figures en-



shall be in accord with each other as far as possible and



sures permanent influence over energy consumption. Fur-



planned measures shall in no way lead to disadvantages or



ther organisational measures include training and advice for



restrictions in business with customers. In concrete terms,



store employees.



the following aims are pursued:



When planning new buildings and converting existing stores, Praktiker checks before beginning construction



• Ensuring that all laws and regulations relating to the environment are applied and observed • Continuation of activities in energy and waste disposal management



whether alternative energy sources can be used. Geothermally operated heating systems are used for the first time in the new stores in Marl and in Münster, which were opened in February 2009. This leads to calculated savings



• Development of a general sustainability concept



of 1,610,000 kWh/a of natural gas in both properties. After



• Internal and external communication of environmental



deduction of consumption of 290,000 kWh/a of electricity for



activities



the operation of the heat pump, there is a calculated reduction in consumption of approximately 205 tonnes of CO2 per



implementing environmental regulations with a focus on customers



year. Another example is the DIY store and garden centre of Praktiker’s subsidiary Max Bahr in Hamburg-Stellingen. In



Praktiker follows closely the developments in environmen-



addition to a particularly well-insulated façade, the Group’s



tal law at EU, national and regional level and assesses their



largest store has extensive overhead lighting strips, which



relevance to the Group. Both opportunities and challenges



means that the proportion of daylight in the sales area sig-



linked to new regulations can therefore be identified well in



nificantly reduces the need for artificial lighting. On the roof



advance. An aid to decision-making for further action is thus



there are 216 photovoltaic modules, which generate approx-



available to management. As a first measure, for example,



imately 74,000 kWh of electricity from renewable energy



the so-called “REACh regulation” of the EU on the Registra-



sources on a surface of 1,404 square metres each year. This



tion, Evaluation, Authorisation and Restriction of Chemical



represents around 6.7 percent of the company’s own needs



substances, together with the related European and national



each year. An information board at the entrance to the store



regulatory frameworks, was implemented in a transparent



shows the current solar capacity, the energy yield and the



way and with a focus on customers in all stores in Germany



amount of CO2 saved, which totals approximately 48 tonnes



and abroad.



of CO2 per year.



increasing energy efficiency through better control and new technologies



system. The store also has various other environmental in-



Praktiker’s energy management aims to reduce energy



and irrigation water and rooftop greening, which have also



The store is heated with a modern wood pellet heating



consumption, as this also leads to a reduction in energy



novations, such as the use of rainwater for process water been in use in selected Praktiker stores for several years.



costs and emissions. In three out of four stores, the heating systems run on environmentally friendly natural gas.



avoid or utilise waste



Light heating oil is used in approximately 10 percent of



In all stores, the various types of waste such as paper,



stores. The other stores are connected to district heating



cardboard, foil, household waste etc. are collected separate-



systems.



ly. Without this separation, it is not possible to utilise the



Praktiker focuses on energy-efficient technology in its



waste in an economically and ecologically useful way. Or-



stores. The modernisation of around 50 DIY stores with



ganisational measures have allowed the volume of waste to



building management systems ensures optimum provision



be reduced step by step through targeted preventive meas-



of light and heating to buildings, taking into account local



ures over the last few years.



conditions and the necessary requirements. This reduces



All waste is sent for utilisation in an environmentally friend-



energy consumption and energy costs by about 10 to 15



ly way and disposal by specialist waste disposal companies.



percent at each consumption point. Energy efficiency is im-



The existing waste disposal concepts for the stores are con-



proved further through a change in the lighting concept, for



tinually developed further and adapted to the changing legal



example with new types of lighting strips and reflectors and



situation. To keep track of developments, employees in stores



new shelf lighting.



are regularly given advice and training by waste specialists.



30



PRAKTIKER GROUP ANNUAL REPORT 2008



group management report



income, financial and asset position



The reutilisation of materials such as paper and cardboard



in their building and modernisation projects that help to low-



means that Praktiker is not only helping to save resources



er energy costs and emissions, starting with energy saving



but also reducing its waste disposal costs.



lamps and ranging to the use of solar energy. Environmentally friendly items are also promoted at Max Bahr with the “green



a pioneer in environmental protection: max Bahr



house” symbol. This makes it visibly clear to customers which



Responsible use of natural resources is one of the prin-



items make a particular contribution to protecting the environ-



ciples of the company philosophy throughout the Praktiker



ment. In line with its orientation as a price-aggressive supplier



Group. However, Max Bahr is a pioneer in environmental



on the German market, Praktiker has granted large discounts



issues. The Hamburg company with a long tradition had its



in various campaigns on products that help save energy and



environmental management certified in accordance with the



has thus helped to establish environmentally friendly thinking



European standard DIN EN ISO 14001 as early as 2000, long



among groups of consumers who focus strongly on price.



before it became part of the Praktiker Group – as the only operator in the DIY industry. This certification is renewed



documenting environmental awareness



in annual audits carried out by TÜV Rheinland, a technical



In order to increase the population’s awareness of envi-



inspection authority. In the stores, specially trained employ-



ronmental issues further, the Praktiker Group, as one of the



ees ensure that environmental targets are implemented on-



biggest DIY store operators in Bavaria, supported “Bava-



site, in areas such as waste and hazardous materials. Max



rian Climate Week”, set up by the state government, in May



Bahr has also been an “environmental partner” of the Free



2008. The highlight was a promotion day throughout the



and Hanseatic City of Hamburg since 2003. That means in-



region, when 38 Praktiker and Max Bahr stores gave away



creased investment in environmentally friendly technology,



around 24,000 free plug connectors with on/off switches.



further development of the environmental management



Max Bahr supported another campaign to reduce CO2



system and optimisation of energy efficiency in processes



emissions in Hamburg as a premium partner of the Hamburg



within the company.



climate protection competition in 2008, which was under the patronage of the First Mayor of the Free and Hanseatic City



sustainability influences product range on offer



of Hamburg. In addition to information and the communica-



Today, environmentally friendly product alternatives can



tion of knowledge, citizens were to be encouraged to iden-



be used for many DIY activities. The product ranges are



tify potential savings, rethink their behaviour with regard to



therefore checked for these criteria.



energy and make a conscious decision in favour of environ-



In its wood assortment, the Praktiker Group follows the



mentally friendly products and technology. 100 trees were



principles of the Forest Stewardship Council (FSC), whose aim



also donated to schools in Hamburg as part of the campaign,



is to establish a forestry system that is socially acceptable and



providing a visible and lasting sign of commitment to the



economically viable. The range of FSC-certified wood prod-



environment.



ucts includes, for example, parquet flooring, garden furniture, terrace flooring and laminated wood. Max Bahr has also been a member of the WWF Wood Group since 2003 and a member of the FSC in the Chamber of Commerce since 2004. The concept of the Max Bahr store in Hamburg-Stellingen, which is geared towards saving natural resources, also includes cooperation with the German forestry protection organisation “Schutzgemeinschaft Deutscher Wald”. Monthly events relating to nature, wood and the indigenous world of plants are held in the special ecological space of around 600 square metres outside the store, with specially trained educationists. With all these measures, the Praktiker Group aims to fulfil its responsibilities with regard to an environmentally friendly and socially acceptable forestry system. The principle of sustainability has not only influenced the wood product ranges in Praktiker and Max Bahr stores. To allow customers to use environmentally friendly technology, sustainable energy systems have increasingly been admitted to the range. This means that DIY enthusiasts can use products
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segment report germany



for only 11 months of 2007, owing to the timing of the acquisition. With adjustments for changes in selling space, Max



Despite the deterioration in the economic situation, the



Bahr’s sales fell by 5.4 percent in 2008.



German DIY market proved to be rather stable in the year



In Germany, the Praktiker Group generated total net sales



under review, compared with the previous year. Following



of 2,665.6 million euros, 6.9 percent less than in the previous



a substantial decline in the first half of the year, which was



year (2,862.1 million euros). Although final figures are not



partly linked to the fact that the weather was unfavourable



yet available for the industry as a whole, this drop probably



towards business with garden products, significant growth



means that Praktiker lost some of its market share in 2008.



in sales was recorded in the third quarter. In the fourth quar-



There are, however, some indications that the Praktiker



ter, sales in the industry were then down again year-on-year,



Group with its two brands, Praktiker and Max Bahr, are on



according to the information available so far. The year 2008



their way to become the market leader in Germany in terms



is expected to have closed with an overall decline in like-for-



of sales.



like sales of around 2 percent. This represents a relative sta-



The decline in sales is also reflected in the sales density of



bilisation compared with the previous year, as like-for-like



the German outlets. Based on net sales, sales density in the



sales fell by more than 6 percent in 2007.



year under review was 1,273 euros per square metre (pre-



Domestic sales of the Praktiker brand (including extra



vious year 1,381 euros per square metre).



BAU+HOBBY) amounted to 1,963.2 million euros in the year under review. This was a decline of 9.7 percent on the pre-



store portfolio virtually unchanged



vious year. Like-for-like sales fell by 8.8 percent. The fact



As of the end of the 2008 financial year, Praktiker oper-



that Praktiker did not follow the development of the mar-



ated a total of 336 outlets in Germany. This equated to a re-



ket was mainly due to changes in its marketing strategy and



duction of one store compared with the same point in time of



the accompanying, significant reduction in the number of



the previous year. Praktiker (including extra BAU+HOBBY)



20-percent-off campaigns.



operated 260 stores (previous year 261 stores), while Max



Although the reduction in the 20-percent-off campaigns



Bahr operated 76 outlets, as in the previous year.



cost the company sales, it helped to improve the gross mar-



The selling space of the Praktiker Group was reduced



gin. Overall, however, the new marketing strategy was tai-



by 0.2 percent in Germany to 2.094 million square metres.



lored in such a way that Praktiker continued to distinguish



The selling space of the Praktiker brand came down slightly



itself through price in 2008 and is still perceived by cus-



compared with the previous year to 1.413 million square



tomers in Germany as the price leader on the market. At



metres. The selling space of the Max Bahr brand at 0.612



least this was the result of the well reputed yearly customer



million square metres as well as the selling space of the ex-



survey “Kundenmonitor 2008”. Praktiker was not only able



tra BAU+HOBBY chain remained unchanged at around 0.07



to hold its number one position, but also to extend the lead



million square metres.



in the categories “Price in comparison to competitors” and



procurement: new structures established



“Promotions”. The Max Bahr brand recorded sales of 702.4 million euros



The joint procurement structures established in mid-



in 2008. This represents an increase of 2.1 percent on the



2007 following the acquisition of Max Bahr are now firmly



previous year. The rise is entirely due to the fact that Max



anchored within the Praktiker Group. The newly created



Bahr was included in the consolidated financial statements net sales and eBita margin germany segment germany



net sales in € m



net sales, eBita and capital expenditure in € m



2005



2006



2007



2008



change in %



2,264.5



2,281.9



2,862.1



2,665.6



–6.9



of which praktiker1



2,264.5



2,281.9



2,173.9



1,963.2



–9.7



of which max Bahr



–



–



688.22



702.4



2.1



eBita



54.3



58.5



41.1



45.2



10.0



capital expenditure



25.1



13.9



54.1



47.9



–11.5



number of stores



275



268



337



336



–0.3



10,397



10,480



13,585



13,189



–2.9



net sales



employees (on a full-time basis) including extra Bau+HoBBY. 2 february to december. 1
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2,862.1 688.2 2,248.9



2,264.5



2,281.9



2.4 %



2.6 %



702.4



1.7 %



1.5 %



2004



2,665.6



1.4 %



2005



praktiker (including extra Bau+HoBBY)



2006 max Bahr



2,173.9



1,963.2



2007



2008



eBita margin
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central procurement department is a constant contact for



demanded by the Federal Cartel Office also led to a one-off



category managers of both brands when purchasing goods.



expense. In total, these factors accounted for around 41 mil-



After comparing and harmonising procurement procedures,



lion euros.



the focus of the central procurement department was on im-



Expenses were also incurred in 2008 for the implementa-



proving purchasing terms, reducing the number of suppli-



tion of the Easy-to-Shop concept, although to a lesser ex-



ers, defining larger procurement quantities and renegotiat-



tent. Moreover, Max Bahr was included in the consolidated



ing payment terms. In order to improve the working capital,



financial statements for the full 12 months for the first time



a key objective of the central procurement department was



(in the previous year since February). As losses are typically



to obtain longer payment terms. This was achieved in 2008,



recorded in January due to seasonal effects, these would



with deadlines being extended to around 53 days on aver-



need to be taken into account in a comparison with the pre-



age.



vious year. In total, these two effects had a negative impact



The share of the 20 most important suppliers in terms of



of around 7 million euros in 2008. On the other hand, the



overall procurement volume came to slightly above 30 per-



previous year profited from the fact that synergies from the



cent, the same as in the previous year. This means that the



acquisition of Max Bahr were higher than in the year under



risk structure of the purchasing department has not changed



review by a low double digit million euros amount.



significantly. The share of direct imports – mostly from the



With adjustments for these one-off expenses, a compari-



People’s Republic of China – stood at 9.5 percent in 2008,



son of results shows that the substantial decline in sales,



slightly up on the level of the previous year (just under 9



which was caused partly by the reduction in the number of



percent). The share of private label products rose to almost



days with 20-percent-off campaigns, was offset only partly



25 percent (previous year around 19 percent). This reflects



by improvements in the gross margin and cost savings.



efforts to increase the proportion of overall sales that comes from private labels. In view of the worldwide effects of the financial crisis, the central procurement department paid even closer attention



Based on the operating earnings shown, an EBITA margin of 1.7 percent was achieved in Germany. If the result is adjusted for the one-off effects mentioned above, the operating margin was 2.0 percent.



than usual to the creditworthiness and financial situation of



Praktiker invested a total of 47.9 million euros in Germany



suppliers. This meant that delivery cancellations exceeding



in 2008 (previous year 54.1 million euros). The decline is due



normal levels were avoided.



to the fact that Max Bahr had invested in new stores in the



2008 was marked by rising prices for raw materials, par-



previous year but did not make any investments of this kind



ticularly oil. This also affected purchasing prices. By the



in 2008. Investment in the conversion of Praktiker stores to



middle of the year, the fact that the euro had gained strength



the Easy-to-Shop concept was also much lower in 2008 than



in relation to the US dollar had largely compensated for this



in the previous year. On the other hand, one Praktiker store



price increase. The picture changed fundamentally during



that until then had been rented was acquired.



the rest of the year. Raw material prices dropped rapidly



Most of the capital expenditure (40.3 million euros) was



and substantially, while the euro declined in value. For the



used for the maintenance and improvement of existing stores



year as a whole, there was a slight increase in procurement



and IT infrastructure (previous year 41.2 million euros).



prices. At the same time, however, the most recent developments reinforce expectations that purchasing prices will fall



the praktiker brand



in the near future.



marketing – “Hier spricht der preis” (price is key) segment earnings increased



In 2008, marketing activities focused once again on the



The Praktiker Group achieved operating earnings (EBITA)



attractiveness of the product range in terms of price, in line



of 45.2 million euros in Germany in 2008. This was 4.1 mil-



with the central marketing slogan “Hier spricht der Preis”



lion euros or 10.0 percent more than in the previous year



(Price is key). The advertising messages were barely changed



(41.1 million euros).



compared with the previous year, although there was a last-



When comparing the earnings, it must be taken into



ing change in the weighting of the individual marketing



account that one-off expenses were incurred for different



tools. In 2008, Praktiker significantly cut back the number of



reasons both in the previous year and in the year under re-



“20 percent off everything – except pet food” campaigns in



view. These expenses should be taken into account in order



Germany, which had shaped its image. Instead of 107 days



to obtain a clearer picture of pure operating profitability.



as in the previous year, this strong marketing tool was used



In the previous year, one-off expenses were incurred for



on only 61 days. On the other hand, a new marketing tool



the implementation of the Easy-to-Shop concept and the



was introduced: permanently low shelf prices for a selected



integration of Max Bahr. The sale of three stores that was



group of articles. In order to get the message to customers,
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the price of 100 or 200 items was lowered each month, so



optimisation measures that had been drawn up were imple-



that at the end of the year 1,300 items carried a “reduced



mented in existing Easy-to-Shop stores. At the beginning of



price” sign that was visible to customers on the shelves.



2009, work began on converting further stores to the opti-



Praktiker also introduced discounts on certain categories of



mised concept.



products, used its 30-year anniversary for special offers and



With the Praktiker brand, importance was also attached



took advantage of many other opportunities to present itself



in 2008 to raising the profile of the gardening products.



to customers as a favourably priced provider of high-quality



Plants and gardening equipment and tools are the individual



products.



category with the highest sales in the entire product range.



The new tools and the changes in the marketing mix have



Changes were made to the structure of the range, the pres-



strengthened customers’ perception of Praktiker as the price



entation of the products and logistics. One consequence was



leader on the German market. At any rate, an important cus-



also that the gardening category showed the best sales of all



tomer survey in Germany, the respected “Kundenmonitor”,



product groups.



showed that Praktiker had not only maintained but further expanded its lead over competitors in the categories “price compared with competitors” and “promotions”.



customer loyalty intensified further The success of gardening products was partly due to the launch of a loyalty card specifically adapted to the needs of



adapting product ranges to market demand



allotment holders and allotment holders’ associations. This



Praktiker sees itself in Germany as a supplier with a full



supplements the loyalty card system, which offers discounts



assortment in the segments of construction, do-it-yourself



of 3, 5 and 10 percent for major customers, based on sales



and gardening. Around 75,000 items are listed in the pro-



volumes. At the end of the year under review, a total of 2.7



duct management system, being available in varying con-



million customers held a Praktiker loyalty card (previous



figurations in the Group’s outlets and being structured in



year 2.4 million), while the allotment holder’s card had been



the assortments of gardening, sanitary ware, wood, build-



distributed to over 250,000 customers.



ing materials and construction elements, electrical goods,



More than a third of Praktiker’s sales in Germany were



tools/machinery, paint/wallpaper, hardware and other. The



settled via loyalty cards during the period under review.



products are supplemented by a range of service offers such



Major customers are approached individually on a regular



as wood cutting, a paint mixing service, an order service,



basis with attractive special offers providing them with inter-



transport service, brokerage of credit purchase, etc., but the



esting discounts as compared to purchases made by normal



clear focus is on the supply of a simple, clear and above all



customers.



favourably priced range of assortments falling into the seg-



A cooperation with the prominent German automobile club ADAC also started at the beginning of 2008. Since then,



ments mentioned above. The product ranges were fundamentally revised in con-



Praktiker has offered members of Germany’s largest auto-



nection with the introduction of the Easy-to-Shop concept



mobile club special conditions on selected groups of pro-



in 2007. After it emerged at the beginning of 2008 that



ducts at regular intervals on presentation of an ADAC mem-



this concept, although well received by customers, was not



bership card.



achieving the necessary increase in sales in relation to the associated costs, no further stores were converted for the time being. Instead, the product ranges were subjected to further analysis and review. Towards the end of the year, the assortment praktiker brand in germany 2008



net sales development germany by product group



in percent of total net sales



annual percentage change



– 3.9



gardening – 6.0



others



– 8.0



tools/machinery



– 8.4



construction material/elements – 10.0



Hardware



– 10.2



sanitary ware – 12.8



Wood
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21.3



– 7.2



paint/wallpaper



electric products



gardening



– 15.0
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construction material/ elements 11.8 others



11.4



sanitary ware 11.4



Hardware



4.5



electric products



8.9



tools/ machinery



9.4



paint/ wallpaper



9.9



Wood



11.4
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Bonus and Max Bahr private labels goes through the groupwide quality control process, to ensure that the relevant quality promises can be kept.



suspended in the second quarter of the year under review.



On the basis of these changes, the proportion of private



Although the concept was popular with customers, it did



label products is to increase from around 35 percent to 50



not generate the necessary income to justify the expense



percent in the medium term. Of this figure, the Bonus brand



associated with the conversions. The concept was therefore



is to account for 10 percentage points and the private label



improved further and the optimisations implemented in the



Max Bahr for 40 percentage points, according to the objec-



Easy-to-Shop stores by the end of the year. Optimisation here



tives.



means two things: for existing stores, an adjustment of the product range, paying more attention to regional differences



profile distinguished via services



in supply and demand than before. For all stores to be newly



Max Bahr has also distinguished itself in the past through



converted in 2009, optimisation also means that the overall



service. This strength is to be expanded further. Along with



expense of conversion will be reduced significantly. If it costs



cutting services, hire purchase schemes, trailer, van and ma-



less overall to install the Easy-to-Shop concept, a smaller in-



chinery rental and provision of craftsmen, services at Max



crease in sales is needed to make the concept pay off.



Bahr include delivery according to the customer’s individual



The fundamental idea of the concept, which was to have



needs. In order to ensure expert advice, the company has



a stricter pre-selection in the product range, to make the



developed a new training concept for employees, which is



range smaller and to present it in a way that is largely self-



being implemented nationwide with intensive support from



explanatory, remains the central idea behind all further ad-



the HR department. The aim of these efforts is that each



justments. The structure of the product range under this con-



sales assistant in the store should be able to give custom-



cept is to be introduced step by step in all Praktiker stores.



ers information that relates not only to their own specialist



Costly changes to the layout of the stores can be avoided in



field.



many cases.



Changes to the product range and the presentation of goods were set out and tested in a specially created show



the max Bahr brand



room. The first results can already be seen in the stores. The programme to review the product range is expected to be



Brand strategy fundamentally revised



concluded by the end of 2010.



In order to clarify its position within the two-brand stra-



The loyalty card used at Max Bahr is based on the prin-



tegy under the umbrella of the Praktiker Group and to dis-



ciple of customers collecting bonus points each time they



tinguish itself from competitors, Max Bahr fundamentally



shop, which can then be swapped for shopping vouchers



reviewed its brand strategy.



once a certain level of points has been reached. Currently,



Customers of DIY stores vary considerably depending on



there are around 590,000 Bahr Cards in circulation.



their motives. Max Bahr customers have a clear interest in premium service and attach importance to selection, quality, service and the best advice. At the same time, they have confidence to pay a tightly calculated price only. In the brand’s strategy, customers’ expectations are reflected in the focus on quality, service and competence: Max Bahr is a DIY store with a long tradition, strong on advice and product quality. Accordingly, the main factors that distinguish the Max Bahr range are guaranteed quality that is checked con-



assortment max Bahr brand in germany 2008 in percent of total net sales



stantly, clear presentation of the different applications and



others



4.1



features of the products and the up-to-date quality of the



Hardware electric products tools/ machinery



5.6



gardening



27.7



product range available. To make sure that customers can find their way around easily despite the wide ranging assortments, the Max Bahr product range is divided into the private label Bonus, geared towards the lowest prices, the high-quality private label Max Bahr and A-brands. All products available at Max Bahr



paint/ wallpaper



13.6



sanitary ware 12.2



6.6 7.5



construction material/ elements 10.9 Wood



11.7



meet customers’ expectations with regard to product performance, durability and safety of use. Each item from the
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“max – der kleine Baumarkt” to be discontinued



expansion focussed on existing portfolio of countries



“Max – der kleine Baumarkt” was first tested by Max Bahr



In most countries in which the Praktiker Group currently



in 2006 in Berlin. At the end of 2008, the small store con-



operates, it was a pioneer and one of the first western DIY



cept had been implemented at a total of 15 stores. These



store operators. This strategy has proved very successful in



shops, which were designed to provide local supplies for city



the last few years. The international segment is the main



centre residents, did not fulfil expectations. The concept is



growth engine in the Praktiker Group in terms of sales and



therefore to be discontinued. Sales stopped in all outlets on



earnings.



February 28, 2009.



In 2008, the expansion of the store network focused on countries in which the Group was already present. In the



segment report international



near future, however, Praktiker plans to enter lucrative new markets. The first store in Albania is to open in 2009.



successful expansion strategy continued



Wherever there is an opportunity in the course of expan-



Praktiker operates DIY and home improvement stores in



sion to acquire properties directly rather than just renting



eight European countries outside Germany. These countries



them, this option is examined. The background to this think-



are grouped together in the company’s international seg-



ing is that the company will be able to share in the expected



ment. Praktiker’s international activities focus on Eastern



increase in value of properties in the medium term. This was



Europe, specifically Poland, Hungary, Romania, Bulgaria



realised in four cases in 2008: two stores were acquired as



and since the end of 2007 Ukraine. Praktiker also operates



property in Romania and two in Hungary. Two of them, one



in Greece, Turkey and Luxembourg. The company is prepar-



in each country, have already been opened. The other two



ing to enter the market in Albania.



are planned to open in 2009. In total, the proportion of stores



In its international stores, Praktiker aims to offer customers a variety of services designed to meet their needs,



in the international portfolio that are owned by the company thus rose from 4.5 percent to around 6 percent.



expert advice on products and a comprehensive product range. In countries where the principle of do-it-yourself is



new stores mainly in eastern europe



not yet established in the awareness of customers, Praktiker



These basic considerations also remain valid during times



also operates as an adviser and explains basic processes



in which economic growth slows down. However, the rate of



from the various fields of DIY. An attractive cost/benefit ratio



expansion then depends more heavily on the extent to which



supplements the company’s image on the market but does



the funds required for further expansion can be provided



not dominate it, as the intensity of competition is relatively



from the company’s own cash flow. A total of 13 new stores



low in most of these countries.



were opened in the year under review. These included the 100th international store, which opened its doors in Mykolaiv



product ranges geared towards regional differences in demand



(Ukraine) on December 12. As expected, the focus of expansion was on Romania, with 5 new stores. In addition, 2 new



In the international stores, the product ranges focus on



stores were opened in both Hungary and Ukraine, while Po-



modernisation, renovation and decorating. This reflects the



land, Turkey, Bulgaria and Greece each had 1 new store. An



high level of demand for increasing the value of one’s own



existing store was expanded in both Romania and Hungary.



property, particularly in Eastern Europe. With the rejection of socialism, many properties, which were predominantly in



international – the countries change in %, in €



a dilapidated condition, were transferred to the tenants. The high proportion of owner-occupied homes, together with the considerable need for modernisation and renovation, ensures lasting demand for DIY products in these countries. The considerable expertise of the employees and the ability to adapt product ranges and services to individual market requirements is an important feature that sets Praktiker apart from competitors in the various countries.



net sales in € m absolute



luxembourg



change in %, in local currency



like-forlike absolute



39.7



–1.5



–1.5



–1.5



–1.5



3



greece



285.6



7.7



–6.5



7.7



–6.5



11



poland



257.5



25.2



13.2



16.3



4.4



202



Hungary



166.2



5.2



–2.8



5.4



–3.3



19



92.3



–0.1



–12.7



6.7



–6.8



10 25



turkey romania



292.4



16.3



–3.4



28.4



6.7



Bulgaria



94.0



38.0



15.6



38.0



15.6



9



ukraine



13.9



–



–



–



–



3



international1 1,241.2



14.6



–0.5



16.3



0.6



1002



consolidated. 2 Without the store in Zabrze (poland) that burnt down on december 26. 2008.



1
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The store in Thessalonica (Greece), which was badly damag-



Even if sales were disappointing towards the end of the



ed by a fire at the beginning of July 2007, was also fully



year, they should be regarded as strong in view of the com-



opened to customers again in September 2008.



parable figures from the previous year. In 2007, sales rose by



In total, there were fewer new openings in 2008 than had been planned at the start of the year. This was partly due



11.4 per cent like-for-like, partly because of the mild winter weather.



to delays in the issuance of building permits. Some store developers also faced financial bottlenecks towards the end of the year.



exchange rates in the way of stronger growth In the previous year, changes in exchange rates, particu-



With the exception of the stores owned by the Group that



larly the strength of the Romanian leu, had contributed to an



have already been mentioned, all new stores were rented. In



increase in sales. In the year under review, almost all East-



accordance with the relevant IFRS regulations, four of these



ern European currencies significantly depreciated, which



were classified as finance lease on the accounts and seven



had a negative impact on sales. The Hungarian forint de-



as operate lease.



clined in value by almost 5 percent in 2008, the Romanian



At the end of the period under review, Praktiker’s interna-



leu by around 11 percent, the Polish zloty by about 15 per-



tional store portfolio included 100 DIY stores with a weight-



cent and the Turkish lira by 25 percent. On the assumption



ed total sales area of 696,166 square metres. There would



of constant exchange rates, sales would have risen by 16.3



have been one more store if the outlet in Zabrze, Poland, had



percent. The changes in exchange rates therefore cost the



not burned down on the night to December 26.



company 1.7 percentage points in growth – or 18.2 million euros in absolute figures. At constant exchange rates, like-



sales increased significantly



for-like sales would have been up 0.6 percent (previous year



Sales generated by the international segment totalled



8.4 percent).



1,241.2 million euros in the 2008 financial year. This rep-



The number of customers rose by 15.6 percent compared



resents an increase of 14.6 percent on the previous year



with the previous year, to 39.7 million contacts. Average



(1,082.9 million euros), when the 1 billion-euro mark was



customer expenditure fell slightly to 31.29 euros (previous



exceeded for the first time. The growth in sales was due to



year 31.54 euros). Changes in exchange rates also had an



the opening of new stores. This includes both stores that



unfavourable impact here.



opened in 2008 and stores that opened during 2007 and contributed to sales in this segment for the full 12 months for the first time in 2008.



marked regional differences in growth rate The growth in sales during the year under review was very



With adjustments for changes in selling space, sales for



unevenly distributed across the various countries. Signifi-



the full year were down 0.5 percent compared with the pre-



cant, double-digit growth was recorded in Bulgaria, Poland



vious year. The corresponding sales density on the basis of



and Romania. Sales in Greece increased with the number of



net sales fell slightly from 1,958 euros per square metre in



stores. Low growth in sales was recorded in Hungary, while



the previous year to 1,948 euros per square metre. By the



in Turkey sales remained at the previous year’s level.



end of the third quarter, productivity had improved in established outlets, but then the economic downturn became so apparent that the gains in productivity were lost again within a few weeks. In particular, it was surprising how abruptly demand dropped and how significantly sales fell suddenly



net sales and eBita margin international



below expectations.



net sales in € m 1,241.2 1,082.9



segment international 880.2



net sales, eBita and capital expenditure in € m



2005



2006



2007



2008



change in %



769.5



880.2



1,082.9



1,241.2



14.6



eBita



41.3



52.6



74.9



83.9



12.1



capital expenditure



61.1



54.0



113.8



69.7



–38.8



65



73



88



1



100



13.6



6,153



7,120



8,863



10,443



17.8



net sales



number of stores employees (on a full-time basis)



Without the store in Zabrze (poland) that burnt down on december 26, 2008.



1



769.5 685.1 6.9 %



6.8 %



2007



2008



6.0 % 5.3 %



2004 net sales



5.4 %



2005



2006



eBita margin
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earnings increased again



new marketing ideas



The previous year’s record earnings in the international



The marketing strategy in the international segment is



segment were significantly exceeded in 2008. At 83.9 mil-



geared towards the individual market requirements and



lion euros, earnings before net interest income, taxes and



consumer habits in the respective countries. One com-



the amortisation of goodwill (EBITA) were up 9.0 million



mon factor is that, in its international business, Praktiker



euros or 12.1 percent on the previous year. This figure in-



positions itself as a solution-oriented, competent supplier



cludes additions to provisions in connection with a dispute



of goods and services, who will find answers to specific



in Poland relating to antitrust issues, which arose in the



customer requests. Much importance is attached to advice,



second quarter. The Polish antitrust authority imposed fines



which sometimes extends to supporting customers when



on almost all major DIY store operators, including Praktiker,



carrying out projects. This consistent focus on service al-



in connection with alleged product price collusion. Praktiker



lows Praktiker to distinguish itself positively from local



is currently taking legal action against this decision. Additions



competitors.



to provisions of 4.0 million euros were necessary for possible



These efforts were stepped up in 2008 and systematised



fines. On the other hand, 2.0 million euros was released from



across all countries. Themes were identified in the areas of



provisions that were set aside in 2007 in connection with tax



renovation, modernisation and decorating in which Praktiker



laws and had amounted to 4.0 million euros in total.



can support customers with tips and ideas. Comprehensive



As with sales, the devaluation of most Eastern European



information and illustrated guides can now be found on the



currencies also had a negative impact on earnings, which are



websites of Praktiker’s national companies. Regular work-



shown in euros. If exchange rates had remained unchanged



shops were also organised in the stores so that interested



in 2008 compared with the previous year, EBITA would have



customers could try things out directly in the Praktiker store.



been around 2.5 million euros higher.



The workshops were informative for participants and an ad-



13 new stores were opened in 2008, two stores less than



ditional advertising measure for other visitors to the stores.



in the previous year. As a result, pre-opening expenses and



Praktiker plans to build on this successful start in the com-



start-up losses for new stores were also lower than in the



ing year, in order to strengthen its image as a friendly and



previous year.



competent partner for DIY.



capital expenditure lower than the previous year



national portfolio was planned and carried out jointly for the



A marketing campaign for all countries in the interAt 69.7 million euros, capex in the international segment was lower than in the previous year (113.8 million euros).



first time in 2008. The occasion for this was the opening of the 100th store outside Germany.



Of this sum, 56.1 million euros was invested in the expansion of the store portfolio (previous year 98.9 million euros) and 13.6 million euros in the maintenance of existing stores (previous year 14.9 million euros).



share of private labels increased The ranges in the international portfolio generally have fewer grades than in Germany. In 2008, they contained an average of 42,000 items on average. However, they are structured differently from one country to the next, to take into account regional differences in the needs of customers. The quality of products offered can also vary considerably in individual countries for this reason. On average, Praktiker’s



assortment international



net sales international by product group



in percent of total net sales



annual percentage change



sanitary ware 18.9



Wood gardening electric products



13.8



13.4 13.1



Hardware Household others



3.4 5.1 6.0



paint/ wallpaper



7.5



construction material/ elements tools/ machinery



construction material/ elements
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sanitary ware



17.5



paint/wallpaper 15.8



gardening



15.3



Wood 8.5



14.4



Hardware



14.0



tools/machinery 10.3



9.9



others



9.0



electric products Household
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praktiker’s innovations well received in Hungary



cent of whom are local operators. The proportion of sales



Praktiker’s future store opened its doors in Vecses, Hun-



achieved with products from domestic suppliers is around



gary, over a year ago. Since then, technical innovations such



the same level. Of the remaining 20 percent, about two



as electronic price labels and hand scanners for major cus-



thirds come from international suppliers and one third from



tomers have been tested there. In this outlet near Budapest



goods imported directly by Praktiker.



airport, which was designed as a model store, technical in-



The share of private labels in sales is on average 3.5 per-



novations make shopping easier as well as more exciting.



cent and thus on the same level with the previous year. In



This has been well received by customers. The self-scanning



order to improve its gross margin, Praktiker has set a target



has proved the most popular. With the aid of the “Praktinfo”



of increasing this figure in future. The acceptance of private



hand scanner, major customers can scan items themselves



labels by customers remains a crucial factor, however. In



while shopping and obtain further product information if



Eastern Europe in particular there is still a very strong affin-



needed. The device “speaks” Hungarian, English and Ger-



ity with brands, which in many cases stands in the way of the



man and can convert forints into euros. Each month, around



expansion of the share of private labels.



200 to 400 purchases are currently carried out with the help of this device. Because of this success, two hand scanners



exploiting potential in purchasing through bundling



will soon be introduced in all Hungarian Praktiker stores.



Praktiker decided in 2008 to bundle its international pro-



The virtual furnishing planner, which enables customers



curement activities within the central procurement depart-



to furnish their own home on the screen with items from



ment. The possibility of more intensive cooperation among



the Praktiker range, is also in particular demand in Vecses.



the individual national companies opens up considerable



A simplified version of the software will therefore soon be



potential for reducing costs and improving productivity



made available free of charge on the website of Praktiker



in future. For private labels, the bundling of purchasing



Hungary. Price labels that are controlled electronically using



volumes and an international quality management system



WLAN technology also make work a lot easier for employ-



allow costs and the quality of goods to be improved simult-



ees. In other stores, employees spend around 1,400 working



aneously. With international suppliers, joint purchasing of-



hours per year changing prices. A huge amount of time is



fers further potential for synergies. At present, around 250



now being saved in Vecses, as prices on the shelves can be



international providers supply Praktiker both in Germany



changed centrally by simply pressing a button.



and in at least one foreign market. The total volume of this procurement amounts to over 1 billion euros. The bundling of these volumes offers the greatest potential for sustained improvement in procurement prices.



small-format concept allows high market coverage Praktiker follows a strategy of remaining or becoming the market leader on international markets, with as extensive a store network as possible. Geographical and demographic peculiarities mean that it is necessary in some countries to set up stores in towns with a smaller catchment area. With the standard international format of around 6,500 square metres, however, this would not be economically viable. For this reason, Praktiker has developed a special small-format concept. The total selling space of these small DIY stores was reduced by around 40 percent to an average of 4,000 square metres, while the range of products offered was decreased from around 40,000 to 25,000 items. With this format, a representative selection is still offered in all product groups, although the depth of the range has been significantly reduced. This innovative format allows Praktiker to expand its nationwide presence further and enter regions for which other competitors have no suitable store concept. This reduced-format concept is already being operated successfully in six stores – three in Greece and three in Romania.
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important events in individual countries



Praktiker was voted one of Greece’s ten best employers – Number 1 among all trading companies with over 250 em-



luxembourg (since 1978)



ployees. This perception is supported by the company’s



In Luxembourg, Praktiker celebrated its 30th anniver-



social commitment. The store in Thessalonica, which was



sary in 2008. This anniversary, which corresponded to the



severely damaged by a fire in July 2007, reopened in Sep-



30-year anniversary of the Praktiker Group, was the start-



tember 2008.



ing point for several marketing campaigns, particularly during the first half of the year. In the second half, the fo-



poland (since 1997)



cus was increasingly on the financial crisis and with it the



Following the turnaround in 2007, the Polish national



dwindling purchasing power of customers. Luxembourg is



company continued its success in 2008. The measures that



economically linked to the development of the banking and



had already been commenced to reorganise the company’s



finance sector like no other European country. Under the



market position had a lasting positive impact. In particular,



motto “Jetzt reicht‘s! Alle klagen – Wir handeln!” (That’s



the launch of new products, the attractive presentation of the



enough! Everybody’s complaining – we’ll act!), customers



goods and the greater depth of the range were well received



were informed more often of low prices and free gifts in



by customers. This positive trend was not interrupted by the



Praktiker stores, which operate under the name Bâtiself in



impending global financial crisis and its effects. Increasingly



Luxembourg.



restrictive lending led to a slowdown in construction activi-



The spectrum of services was also widened. Sales representatives can now advise customers at home if needed – a unique feature that goes well beyond the borders of the grand duchy. In connection with the ongoing difficulties on the international financial markets, negative effects are to be expected on the country’s economic development in 2009.



ties in 2008. In particular, the number of new projects on the housing market fell. Towards the end of the year, the Polish zloty depreciated significantly. This led to pressure on prices for items that are not purchased in the national currency, part of which was passed on directly to customers through price increases. Strong growth in sales in the relevant ranges shows that customers’ needs have shifted towards decorative improvements



greece (since 1991)



to their homes and are geared less towards direct construction



The real estate sector plays an important part in the Greek



activity. As a result, above-average growth was achieved in the



economy. On average, more Greeks own residential proper-



areas of sanitary ware, decorating and lighting. Praktiker has



ty than other Europeans, and most of these properties have



increasingly focussed on exactly these assortments.



been financed to a large extent by loans. The financial and



The Praktiker store in Zabrze was almost completely de-



property crisis has therefore had a particularly harsh nega-



stroyed by fire at the end of December. It is still uncertain



tive impact on the Greek economy and private consumption.



whether or when this store can be rebuilt. Praktiker is losing



In addition, strikes repeatedly harmed sales, together with



sales as a result of the fire but suffered no loss of assets, as



political unrest towards the end of the year.



appropriate insurance policies had covered the inventories



Competition remained largely unchanged in the DIY industry during the period under review. An international



and shop facilities as well as the interruption of business operations.



competitor opened a new store only in Thessalonica. In Greece, Praktiker offers an extended range of consumer



turkey (since 1998)



electronics, household appliances and small furniture, in



The turnaround that the company had been aiming for



addition to classic DIY and home improvement supplies.



was not achieved in Turkey in 2008. One negative factor was



Competitive pressure increased here as expected with the



the fact that Turkey not only felt the effects of the global



continued expansion of MediaMarkt/Saturn, IKEA and



financial crisis but that its economy is also suffering from



Dixons, along with the opening of several new shopping



domestic political instability. The constitutional court in An-



centres. This development is expected to continue in the



kara had to decide, for example, on an application to ban the



next few years. For this reason, the ranges concerned are



ruling party. On top of this, competitive pressure increased



continually reviewed and adapted to the competitive en-



further, particularly in the densely populated areas of Istan-



vironment if necessary. The importance of the consumer



bul and Ankara.



electronics range will therefore decline in future, while the



In order to make Praktiker’s Turkish stores profitable in



product category of furniture will be managed as a supple-



future, a series of targeted measures were implemented dur-



ment to the decorating section.



ing the period under review. The marketing strategy was re-



Praktiker is perceived as a national brand in Greece and



organised and stepped up significantly, particularly in Istan-



is particularly highly regarded as an employer. In 2008,



bul. Istanbul is the retail centre of the country. One in four
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romania (since 2002)



are located in the city on the Bosporus. Praktiker operates 4



The focus of international expansion in the year under



of its 10 Turkish stores there. In terms of content, advertis-



review was on Romania. The number of stores in the net-



ing was geared more strongly towards communicating the



work was increased from 20 to 25. This means that Praktiker



advantages of DIY to customers, along with how easy it is to



expanded its position as the uncontested market leader in



reach Praktiker’s stores. As a secondary effect, awareness of



Romania further, even if other international DIY store opera-



the brand is also increased.



tors also expanded their presence. The negative effects of



Further work was also carried out on the appearance of



the financial crisis became noticeable in Romania mainly in



the stores themselves. The introduction of a modular concept



the last few months of the period under review. In the past,



allows individual outlets to be adapted better to regional dif-



Romania had benefited substantially from major investment



ferences in customer needs and levels of purchasing power.



by automotive suppliers in new production sites. This sec-



In a first step, the structure of the product range was standard-



tor was hit particularly hard by the worldwide slump in de-



ised further and more clearly demarcated. In regions that



mand. Growing uncertainty about the survival of jobs led



are particularly strong economically, such as Istanbul or An-



to increasing restraint in consumer spending in the fourth



kara, this system also allows stores to be extended easily by



quarter of 2008.



one or several modules. Stores in regions where demand is



In view of this situation, more attention was given to cost



lower, on the other hand, can restrict their range to a pre-



management. Given the position it has already attained



viously defined minimum.



on the market and the size of the Romanian national com-



Improvements in costs were achieved partly through the restructuring of the remuneration systems and a review of contractual relations (full-time/part-time), which kept the rate of the increase in wages below the inflation rate.



pany, however, Praktiker has a good basis for achieving good earnings in the next few years. On the Romanian DIY market, demand is shifting from basic renovation to modernisation. Praktiker prepared for these changes at an early stage and visibly expanded the



Hungary (since 1998)



divisions of decorating, sanitary ware, tiles, parquet floor-



The financial crisis temporarily drove the state of Hungary



ing and laminate flooring. The current economic situation



to the brink of bankruptcy. The situation was stabilised only



suggests that this trend towards increasing the value of ex-



when the international community provided a loan. Govern-



isting properties as opposed to constructing new buildings



ment saving measures are now burdening the domestic econ-



will intensify.



omy, in addition to the general downturn. In this uncertain time, private households are covering only their most urgent



Bulgaria (since 2004)



needs and are postponing larger purchases for the time be-



Stable macroeconomic development and continued



ing. The fact that consumer loans have become considerably



strong consumer spending had a positive impact on the de-



more expensive has also dampened customers’ enthusiasm



velopment of Praktiker’s business in Bulgaria in 2008. Pri-



for shopping.



vate consumption was boosted further by the introduction of



Following several increases in energy prices, customers are



a standardised income tax rate of 10 percent. The frequency



focusing more strongly on saving energy. Accordingly, the rele-



of customer visits and average customer expenditure there-



vant product ranges saw positive development. The sanitary



fore increased equally in 2008. This led to an increase in



ware division also benefited from the economic downturn.



sales that was well above the level of growth for the overall



Demand for newly built flats fell sharply. Demand was higher



economy.



for older buildings, where the installation or renovation of a bathroom is regularly the top priority for the new owner.



Praktiker also stood up to intensifying competition as the product range was focused on key products such as tiles,



As it was clear early in the year that sales were weak,



sanitary ware and floor coverings and the overall range is



the management of the national company began in 2008 to



more closely geared towards needs specific to the country.



optimise the cost structure. Customer loyalty has also been



This differentiated the brand positively from competitors.



strengthened, the range of services expanded and training



Awareness of the Praktiker brand stands at 85 percent in



for staff in stores increased. Marketing measures in the year



spontaneous surveys, well above the figures for other DIY



under review were above all geared towards the celebra-



store operators.



tion of Praktiker’s 10-year anniversary in Hungary. In 2009, the increased range of services will be emphasised to the



The opening of a new store in Stara Zagora was another step towards nationwide market coverage.



customers. Praktiker is already the best-known DIY store in Hungary and the website www.Praktiker.hu is one of the most frequently visited retail portals.



PRAKTIKER GROUP ANNUAL REPORT 2008



41



group management report



income, financial and asset position



ukraine (since 2007) Ukraine is currently the latest country in Praktiker’s portfolio. The first store was opened in Donezk in November 2007, followed by a further two stores in L‘viv and Mykolaiv in December of the year under review. As the company is still new to this market and has little experience of it, it is difficult to calculate the effects of the general economic slowdown on sales in the DIY stores. However, it is already clear now that Ukraine is one of the countries affected most severely worldwide by the financial crisis. Lending, which is of particular importance to investments in the construction industry, has been massively restricted. This meant that many existing building projects were suspended and new projects were not even begun. This was one factor that affected Praktiker directly in Ukraine, as some plans could not be implemented at all and others only after a delay. Ukraine is one of the biggest countries in which the Praktiker Group operates. As the store network is still being set up, the logistics division faces particular challenges. Praktiker is not yet represented nationwide. Advertising measures are therefore undertaken regionally. Under the slogan “Easy with Praktiker”, these are intended to position Praktiker as the best place for DIY decisions. In addition to existing national competitors, an international operator also opened two stores in Ukraine last year.



albania (in preparation) The preparations for entering the Albanian market have already started some time ago. Staff have already been employed to man the planned store and the headquarters. They are currently being trained and prepared for their future tasks. The operational management of the Albanian subsidiary will be in the hands of the Greek organisation meaning that only a few key positions have to be filled in the country. The first store in Tirana is currently under construction and is expected to open sometime in the middle of the year 2009.
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remuneration report In the remuneration report, we provide a summary of the



- On the one hand there is a variable cash payment based



key principles applied for setting the remuneration of the



on earnings and value enhancement, the level of which



management board and supervisory board and also explain



is determined via EVA-(economic-value-added-)based



the structure and level of the remuneration concerned.



remuneration entitlements giving due consideration to



The report contains data that is considered a constituent



earnings and the cost of capital employed. The annual



part of the notes to the consolidated financial statements as



bonus thus calculated is only paid out to a maximum



per § 314 HGB (German Commercial Code) and/or of the



level equating to the target bonus even in cases where



Group management report as per § 315 HGB (German Com-



the set target is exceeded.



mercial Code) in accordance with the requirements of Ger-



The remuneration component received on an annual



man commercial law. The company has decided to dispense



basis by management board members in addition to



with an additional presentation in the notes to the consoli-



the target bonus is determined via the share of the total



dated financial statements of the information explained in



bonus exceeding the EVA target bonus, which is then



the remuneration report.



credited to a bonus bank. Depending on the level of the EVA factors in future years and the given recalculation



remuneration of the management board



of the bonus bank credit, the bonus bank deposits thus



The remuneration of the management board is a constitu-



become due for payment in the subsequent years. A



ent part of a comprehensive remuneration system for the



fixed percentage of the credit amount held with the bo-



management staff at Praktiker Group. It sets performance



nus bank is paid out each year and the residual amount



incentives for the sustained enhancement of the company’s



is then carried forward.



enterprise value and consists of both fixed and variable com-



The bonus bank serves the purpose of spreading the



ponents.



bonuses evenly and aims to foster value-enhancing de-



The overall structure and level of management board



cision-making behaviour in the long term. As such, this



remuneration is finally stipulated by the plenum of the



remuneration system takes account of the development



supervisory board on proposal of the personnel commit-



in the company’s enterprise value not only in the short



tee. Remuneration is determined by the size and global



term but in the medium- and long term too.



alignment of the Group as well as by its economic effec-



- On the other hand the qualitative target-oriented bonus



tiveness. Overall remuneration and the individual remu-



is paid if agreed individual targets have been reached



neration components are appropriately proportionate to



during the expired financial year. If the targets have



the duties and responsibilities of the given management



been exceeded to a sufficiently significant degree, a



board member, to his personal performance, to the per-



bonus can be paid at the discretion of the supervisory



formance of the management board as a whole and to the



board which exceeds the highest amount of the bonus



economic position of the Group. The remuneration is set



share of the earnings and value oriented bonus.



in such a way as to be competitive on an international ba-



- Furthermore, the supervisory board has the opportu-



sis and offers a clear incentive to the management board



nity to grant an additional payment to the individual



members to work in a committed, successful manner and



board members for exceptional performances, which



meet the targets set.



from the supervisory boards point of view is not direct-



The overall remuneration of the management board is



ly reflected via the EVA remuneration system.



performance linked and comprises success-independent



• As far as the component with long-term incentive impact is



components (salary, pension, other), success-dependent



concerned, this relates to bonuses based on share price de-



components (earnings and value oriented bonus, qualitative



velopment and the ensuing increase in value. In the 2006



target-oriented bonus) and one component with a long-term



financial year, a five-year share bonus scheme was intro-



incentive impact (share value increase bonus).



duced, the first tranche of which was awarded in 2006. In



The following criteria apply to the individual components of management board remuneration:



this scheme guides cash bonuses are awarded, the level of which depends on the development of Praktiker shares seen against that of appropriate indices. The entire share



• The success-independent remuneration component is



bonus scheme is divided up into tranches allocated annu-



paid out as a monthly salary taking account of other, ben-



ally, the target parameters being calculated separately for



efits in kind. From July 2008 this remuneration is equal



each tranche. The term to maturity of each tranche runs for



for all management board members, only the chairman of



three years with the last tranche being allocated in 2010.



the management board gets a higher fixed remuneration.



Payment of the individual annual share bonuses automati-



• The performance-dependent remuneration consists of



cally occurs in cash in the month following the expiry of



two independent components:
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conditions to which payment is subject have been fulfilled.



• In case of their leaving the company and of a possible



The level of the given bonus is initially determined via



change in control via the company no compensation



the ratio of the base price against the target price of the



regulation has been agreed with the board members. In



shares. The base price per tranche equates to the arith-



case of a mutual premature termination of the employ-



metical average of the closing price of the Praktiker share



ment contract of a board member, their compensation is



on the last 20 consecutive trading days prior to the cut-off



restricted to two annual salaries which is independent of



date (four weeks after the given Annual General Meeting).



the remaining period of the origin contract.



The target share price per tranche, in the case of the attainment of which the full bonus is awarded, is calculated



The level of the earnings and value oriented bonus for the



on the basis of the starting price, whereby a price rise of



2008 financial year depends on the EVA-based entitlements,



15 percent is set over a period of three years. The bonus is



the full payment of which is subject to the development of



increased or reduced on a pro-rata basis in the event that



the EVA factors over the coming years due to the bonus bank



the movement of the share price exceeds or falls short of



nature of the system used.



the 15 percent mark.



On June 27, 2008 management was granted remuneration



The level of the bonus concerned also depends on the



based on share price which had a fair value on that particu-



performance of Praktiker shares as compared with that



lar day of 498,000 euros. The fair value was determined at



of the shares of other relevant trading companies listed



the time of their allocation and the obligation from the share



on the stock exchange. For comparison purposes, the



bonus scheme on the reporting date by an external assessor



MDAX and the Dow Jones Euro Stoxx “General Retail-



on the basis of the so-called Monte Carlo method. Distri-



ers” are used. They permit the valuation of the price de-



buted across their total lives, the fair value of the individual



velopment in Praktiker shares on a national or Europe-



tranches is deferred in income on a pro-rata basis. Payment



wide basis. In the case of Praktiker shares outperforming



of the bonuses depends on the conditions of the share bonus



these indices, the share bonus is increased to 120 per-



scheme described. The share-oriented value enhancement



cent, if they underperform, the bonus is cut to 80 per-



bonus is not based on a number of options but instead is a



cent. Outperformance/underperformance is considered



target bonus in the form of a given cash amount.



to be the case when the price development of Praktiker



For the occupational activity in the 2008 financial year the



shares exceeds/falls short of the above-mentioned mean



following remuneration were paid or promised to the indi-



value by more than 10 percent.



vidual management board members:



Payment of the share bonus is limited to the current, individually agreed basic annual salary (gross). The share bonus is only awarded if, at the point in time of it becoming due, the contract of employment at Praktiker Group has neither been terminated nor has a mutually agreed cancellation of the contractual relationship occurred. In case the share price at the end of term to maturity is below the base price, a bonus multiplier of zero applies. In this case no payout will take place. • Pension benefits to management board members were granted since July 2008. A payment is paid to the pension provider in the same amount that the management board pay themselves for the provision of their pension. The annual payment of the company is limited to 75,000 euros for any management board member and 100,000 euros for the chairman. The pension provider is an external pension fund. The pension plan is on a defined contribution basis. The pension provider concludes an insurance agreement in line with contractual conditions to achieve consistent financing for the agreed benefits and to fully finance the pension payments. • No loans are granted to management board members nor are any liability commitments entered into on their behalf.
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2008 success-independent remuneration



2007



success-dependent remuneration



components with a long-term incentive impact



miscellaneous



earnings- and valueoriented bonus



qualitative target-oriented bonus



impact on result from stock options programme



Total



total



salary



pension benefits



Wolfgang Werner (chairman)



525



100



16



170



75



–42



844



763



michael arnold



429



50



13



122



50



–28



636



603



thomas ghabel



390



75



13



122



50



–28



622



506



Karl-Heinz stroh (since 03/21/2008)



342



75



18



150



50



5



640



0



363



75



13



122



50



–12



611



456



2,049



375



73



686



275



–105



3,353



2,6971



in € thousands



pascal Warnking



this amount includes payments to the member of the management board Walter Weber who resigned on 03/31/2007.



1



remuneration of the supervisory board



neously, he or she receives the remuneration for only one



The remuneration of the supervisory board is based on a



position, in the case of varying levels of remuneration for the



proposal submitted by the management board and super-



position with the highest level of remuneration. All members



visory board and passed by the Annual General Meeting as



are reimbursed for the expenses they incur.



a constituent part of the company’s statutes. Supervisory



The success-linked remuneration component is based on



board remuneration takes account of the size and global



the amount by which consolidated earnings before the de-



alignment of the Group, the duties and responsibilities of the



duction of taxes and minority interests as well as before the



supervisory board members as well as the economic posi-



scheduled amortisation of goodwill as an average of the past



tion of the Group. It comprises a fixed remuneration compo-



financial year and the two previous financial years exceed



nent and a success-linked remuneration component based



25 million euros.



on Group earnings. As part of the remuneration components of the Praktiker Bau- und Heimwerkermärkte Holding AG pay scheme, the positions of chairman, vice chairman as well as chairman



In addition, the company reimburses any value-added tax imposed on the supervisory board remuneration components. No loans are granted to supervisory board members nor are any liability commitments entered into on their behalf.



and member of committees are awarded additional com-



No pension entitlements exist in respect of supervisory



pensation. The chairman of the supervisory board receives



board members either. Severance payments are not granted



three times, the vice chairman and the chairmen of the vari-



to members of the supervisory board when terminating their



ous committees receive two times, and the other committee



function.



members one and a half times the fixed and success-linked



The remuneration of the members of the supervisory



amounts of remuneration received by a member of the su-



board of Praktiker Group attributable to the 2008 financial



pervisory board without these special duties. If a member of



year including provisions set aside for this purpose is re-



the supervisory board holds a number of positions simulta-



ported as follows:
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praktiker Bau- und Heimwerkermärkte Holding ag (included in group total remuneration)



praktiker group 2008



2007



2008



2007



fixed



Variable



Total



total



fixed



Variable



Total



total



dr. Kersten v. schenck (chairman)



64



84



148



161



54



84



138



150



marliese grewenig (Vice chairwoman)



43



56



99



108



36



56



92



100



Barbara-Viktoria Beckers (until 05/30/2008)



13



17



30



80



11



17



28



75



dr. norbert Bensel



23



28



51



55



18



28



46



50



Helmut Biegel (until 05/30/2008)



13



17



30



80



11



17



28



75



Hans-dieter clingen (until 05/30/2008)



13



17



30



80



11



17



28



75



ulrich grillo



32



42



74



80



27



42



69



75



dr. Kay Hafner



23



28



51



55



18



28



46



50



ebbe pelle Jacobsen (since 05/30/2008)



14



16



30



0



11



16



27



0



anja Keuchel (since 05/30/2008)



13



16



29



0



11



16



27



0



ulrich Kruse (since 05/30/2008)



13



16



29



0



11



16



27



0



Johann c. lindenberg



32



42



74



80



27



42



69



75



dr. Wolf-dietrich loose (until 05/30/2008)



10



12



22



55



7



12



19



50



alexander michel (since 05/30/2008)



19



25



44



0



16



25



41



0



Zygmunt mierdorf



32



42



74



80



27



42



69



75



rainer reichenstetter (until 05/30/2008)



10



12



22



55



7



12



19



50



rigobert rumpf (since 05/30/2008)



13



17



30



0



11



17



28



0



ernst schauff (since 05/30/2008)



19



25



44



0



16



25



41



0



Hans-Josef schmitz (since 05/30/2008)



19



25



44



0



16



25



41



0



frank schuster (until 05/30/2008)



10



12



22



55



7



12



19



50



prof. dr. Harald Wiedmann



41



56



97



105



36



56



92



100



axel Willrath (until 05/30/2008)



10



12



22



55



7



12



19



50



in € thousands



rüdiger Wolff



29



36



65



55



24



36



60



50



508



653



1,161



1,239



420



653



1,073



1,150
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risK report The management board of Praktiker Bau- und Heimwerk-



es relevant to the given risk assessment. The management



ermärkte Holding AG has implemented a group-wide risk



board is informed of the results in the form of an extract



management system, which covers all corporate divisions



from the risk inventory of all key risks.



including the Group companies. All recognisable risks are



Since the risk management system is of central impor-



thus regularly and systematically recorded and, as far as it is



tance for all decisions within the company, its functional ca-



possible at economically justifiable expense, measures are



pability is checked once a year with an internal audit.



defined to reduce or eliminate risk. The responsibility for the risk management system lies with the Controlling division. Risk management is characterised by a small number of clearly formulated guidelines. No action or decision may re-



The risk management system is firmly established in all parts of the company and has become part of routine corporate activity. The risks are subdivided into the six groups presented below.



sult in a situation jeopardising the continued existence of the Group. If risks cannot be avoided, they must be insured



political and economic risks



to the extent possible and economically feasible. Residual



Not all the risks to which the Praktiker Group is exposed



risks must be monitored and controlled by using risk man-



may be reduced or neutralised with measures of the risk



agement tools.



management system. These include political risks. However,



The principles underpinning this risk management sys-



consideration may be taken of these in day-to-day business.



tem are documented in a handbook agreed upon by the



Praktiker takes account of the different political conditions



management board, which contains the organisational and



in those countries in which the company already operates



procedural fundamentals applying both to the Group’s Ger-



or wants to operate by ensuring that investments are in line



man operations and to its international subsidiaries. As



with return requirements that are adjusted for the respective



such, the management board complies with its responsi-



country risks.



bility in respect of the stipulation of the risk management



Falls in earnings triggered by strikes or as a result of cer-



principles and the organisational setup of the risk manage-



tain political events cannot normally be insured, or at least



ment system. In this connection, the management board



not at economically justifiable expense. By way of example,



also assumes the duty of providing the supervisory board



the business in Greece could have been better if a strike



and the shareholders with the necessary information. Below



among transport workers had not significantly hindered pro-



management board level, a risk management officer coor-



vision of the stores with goods for a long period in the sec-



dinates risk reporting activities throughout the Group. The



ond quarter. The same applies to the riots in the fourth quar-



risk management coordinator is above all responsible for



ter, which dominated, and to some extent crippled, social



the further development of the risk management system, for



life for several days. The resulting expense or fall in sales



risk reporting coordination and for drawing up the monthly



had to be borne by Praktiker Greece. However, they are also



risk reports for the management board. These reports keep



not quantifiable individually.



the management board informed about any key changes in



Risks which arise from changes to general economic set-



the risk landscape and developments in risk management as



tings cannot be insured either. The scope and degree of the



well as about the measures taken in terms of risk mitigation



global downturn triggered by the financial crisis was not



or prevention.



foreseeable. The resulting demand slowdown among con-



The respective heads of the divisions are responsible for



sumers inside and outside Germany has caused operating



identifying, logging and valuing the various risks their divi-



earnings for the year to fall five to ten million euros below



sion is exposed to. It is their duty to monitor the risks ap-



original expectations. However, rapid adjustments of ex-



plying to the part of the business they are in charge of and



penses and curtailments of capital expenditure helped to



the control of measures implemented to reduce those risks.



contain the impact. In this case risk management means



To be able to record the various measures systematically,



observing the effects of general developments closely, com-



a standardised risk matrix is used across the whole Group



paring them against expectations and demonstrating high



which is updated on an ongoing basis. All key risks together



flexibility in all areas to secure earnings.



with their probability of occurrence and potential financial



The management of the Praktiker Group has obligated it-



implications are recorded and uniformly presented in this



self to value-oriented management. The overriding aim for



matrix. Countermeasures are designed for all risks in line



all decisions is creating value for the shareholders. Despite



with the above-mentioned guidelines. The manner in which



an increase in operating earnings against the previous year,



the individual risks have developed and the nature of the



the stock market value of the Praktiker Group fell sharply



countermeasures taken are documented too.



over the reporting period. This has significantly increased



Every six months, a risk management officer carries out a



the risk of takeover by third parties. The management has



risk inventory, taking account of all risk reports and chang-



therefore made the organisational preparations for this
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event. The reaction to a possible takeover bid would always



nomic overall development of a country. Here the focus is



be made in consideration and after careful appreciation of



on the location being profitable, even on the assumption of



shareholders’ interests.



very cautious premises. Inevitably considerations are determined by the prevailing general economic situation. How-



industry and market risks The Praktiker Group primarily counters industry and market risks in that the operating management constantly



ever, since investment decisions always have a long-term orientation, emphasis is also placed on expectations of future development.



monitors the market, includes planning and decisions of the



As a retail company, Praktiker aims to hold a wide range



competition in its own business policies and seeks to meet



of products available to the customers. This explains why



changing conditions with a high degree of flexibility and



the procurement strategy includes working solely with those



adaptability. This is noticeable by the fact that the product



suppliers who promise a high degree of reliability in sup-



assortments are always being adapted and new products are



ply. Attention is also paid to ensuring that no individual sup-



included in the ranges. For example, Max Bahr is currently



plier makes up more than a small percentage of the overall



focusing more on “ecological” products than in previous



procurement volume. However, in the course of the global



years and the Praktiker brand has introduced the Easy-to-



financial crisis, the financial position of some suppliers has



Shop concept to keep up with the trend for easy shopping.



worsened. This has already resulted in insolvencies in in-



The changes in the marketing approach – fewer promotions



dividual cases. So far, only minor supply bottlenecks have



and lower shelf prices for a selected range of articles – are



resulted because preventative measures were implemented



also examples of how changed consumer habits are includ-



early to procure certain products or product groups from al-



ed in the planning.



ternative suppliers. However, it cannot be ruled out that in



In most countries where Praktiker operates, the company



the event of the economic environment worsening further,



has a leading position on the market. To defend this position



suppliers could also default, whose products cannot be re-



against increasing competition, Praktiker has greatly ex-



placed at short notice. In this case, sales in the respective as-



panded its branch network primarily in Eastern Europe and



sortments may decline. In such a case Praktiker is prepared



has thus not only maintained its market-leading position, but



to cooperate with suppliers in order to find solutions to en-



in some cases even extended its lead. In many cases, this



sure continued supply. The first measure Praktiker takes to



means extending market share. This was not the case in Ger-



prevent this risk though, is that the procurement division



many. Following an alignment of the marketing measures, it



closely monitors the financial wellbeing of the suppliers and



could not have been expected that Praktiker would demon-



sounds out the market for possible alternative suppliers in



strate a better sales trend than its competitors in 2008.



good time.



general business risks



interruption of business operations as a matter of course.



All stores within the Praktiker Group are insured against The same principle as to market and industry risks applies



The loss of earnings suffered by the store in Thessalonica



to general business risks too: they are best met by using the



resulting from a fire was fully compensated for by the insur-



routine and experience of the operating management.



ance. The store was closed in August 2007 after the fire,



Some outlets are confronted over time with changes to



continuing initially for an intermediate period with a greatly



the infrastructure, socio-economic environment or the im-



reduced floor space and has been back in full operation



mediate competitive situation. This can lead to a store gene-



since the end of September 2008. The same applies to the



rating less profit or even posting losses. To prevent this risk,



insurance of the store in Zabrze, Poland, which was also the



provisions are formed to an appropriate degree for onerous



victim of fire towards the end of the financial year.



contracts. At the end of 2008, this was in the order of around



Part of the routine of operating DIY stores is that the local



26 million euros. Where possible, rental agreements are ter-



building regulations, and all other municipal regulations for



minated and the store closed. In some cases, a new store



environmental protection or proper waste disposal, are ad-



is opened at another location in the same catchment area



hered to. Comprehensive measures to protect against theft



following closure of a market. These kinds of relocations did



are also a matter of course. However, even good provision



not occur in 2008, but they are planned for 2009.



cannot provide full protection. In 2008, the cash registers



In 2008, Praktiker opened a total of 13 new stores abroad.



in two stores in Germany were manipulated in such a way



Each opening is preceded by an in-depth analysis of the



that customers’ credit card codes could be accessed by third



catchment area, the purchasing power, potential demand



parties. The manipulation was quickly discovered and the



and competition. Developing new country companies, such



damage limited, but this incident led to additional security



as in Ukraine in 2007, involves a detailed analysis of the



measures being implemented at the cash registers so that



country risks, the political environment and the macroeco-



this kind of data theft cannot occur in the future.
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The operation of DIY stores results in extremely complex



Group had 233.3 million euros in liquid funds, as reported



relations with suppliers, customers and a variety of public



in the balance sheet. Over the year, the fluctuations in the



institutions. In this varied network of relationships, legal



level of cash and cash equivalents are governed by the sea-



disputes cannot always be avoided. To be prepared suffi-



sonal variations in business requirements. The level of cash



ciently for possible resulting payments, provisions for legal



and cash equivalents typically declines to the lowest level



disputes have been formed. At the end of the 2008 financial



of the year in January/February. At this time, sales volumes



year, these amounted to 10.5 million euros. During the re-



are seasonally low, while the volume of incoming goods in



porting period, 4 million euros were added due to pending



preparation for the gardening season beginning in the sec-



antitrust proceedings in Poland.



ond quarter reaches the highest level. The inflow of liquid funds is thus comparably low at the beginning of the year,



it risks



the outflow relatively high. Liquidity requirements which can



As with all companies today, the economic success of



occur in the first quarter are covered by a syndicated loan of



the Praktiker Group depends upon a smoothly functioning



200 million euros. It has been available to the Praktiker Group



IT infrastructure. As early as 2007, the provisions to secure



since spring of 2007 in this amount and is contractually fixed



against crisis were established including the external data



until 2012, to a slightly lesser volume even until 2013. With



back-up, a detailed emergency plan and appropriate con-



the increasing sales in the second quarter, the level of liquid



structional measures, which allow the continued operation



funds typically increases rapidly again and reaches its high-



of the IT services even in the case of a severe catastrophe.



est level over the course of the summer. This seasonal pat-



The further development of the technical infrastructure is



tern is also documented in the quarterly reporting.



now the responsibility of Praktiker Services GmbH, which



The syndicated loan was contracted at a time in which



as an independent company is mandated with the task of



bank liquidity was freely available. Accordingly, the condi-



maintaining IT in the Praktiker Group at the state of the



tions are significantly more favourable than they would be



art, to harmonise and to standardise it. Praktiker Services



if concluded today. On utilisation, the conditions require ad-



GmbH also ensures that the operating tasks can be dealt



herence to certain covenants, which relate mainly to various



with smoothly, data is sufficiently backed up and that abuse



earnings to debt ratios. Since at the time of the reporting the



can be excluded.



lowest liquidity level for 2009 had already been passed, there should be no risk arising from this topic for 2009. Should



financial and currency risks



business development be much worse in 2009 as previously



The central finance department deals with financial and



expected, there is a risk that it may not be possible to ob-



currency risks. Its duties include the identification, valuation



serve covenants at the beginning of 2010. The management



and the design of appropriate hedging measures.



is meeting this risk by flexibly adjusting expenses and capi-



Within the Group there are no credit risks of any signifi-



tal expenditure to the current business development.



cance. Sales to customers are transacted in cash or via stand-



Observance of and adherence to the covenants is part of



ard credit cards. Surplus liquidity typically occurs over the



regular controlling within the company. Should it become



course of the year. It is invested in the short-term money mar-



apparent that the covenants cannot be maintained, the inter-



ket with reputable European banks according to clear, inter-



est conditions must be renegotiated. In this case, an increase



nally determined regulations. Cash deposits or derivative fi-



in the interest rate on a bridging loan is to be expected. Safe-



nancial instruments with positive market values with financial



guarding liquidity would thus be more expensive than it is



institutions are each subject to maximum limits, which are



now.



based on the ratings published by international agencies. In



The management of the currency risks is also part of the



the wake of the global financial crisis, the credit worthiness of



standard tasks of the central finance department. Basically,



many financial institutions changed significantly. As a conse-



the Praktiker Group hedges all currency risks if they are as-



quence, the maximum limit of the deposits has been lowered



sociated with payments. This applies above all to procure-



and the deposits not only re-weighed, but also spread more



ment from the US-dollar region. If the imports are invoiced



widely across a larger number of financial institutions.



in US-dollars, which is mainly the case for imports from Asia,



There are no risks within the Group in connection with



they are hedged vis-à-vis the euro at the time of order.



any potential re-financing requirements for maturing finan-



In Eastern Europe, rental obligations are almost exclu-



cial liabilities. The only liability of this kind, the convertible



sively in euros. To be able to calculate how much these



bond issued in 2006, has a term until 2011.



rental liabilities will be in local currency, they are hedged if



The finance division acts as a cash consolidator for the en-



it is possible with economically justifiable expense. As this



tire Praktiker Group. It has the function of ensuring sufficient



is a rather rare occasion, hedges of rental expenses have a



liquidity at all times. At the end of the year, the Praktiker



limited volume only.
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The profit transfer from the foreign companies, in which



Errors are also avoided if procedures are standardised and



a currency other than the euro applies, is also subject to an



laid down in writing, if procedures include test loops or are



exchange rate risk. This translation risk is also reduced by



subject to regular random checks. These, and other prevent-



appropriate hedging measures if economically justifiable.



ative organisational measures have been introduced in those



Foreign currency risks, which can arise from the valua-



places where they are reasonable in a complex overall or-



tion of balance sheet positions, cannot be hedged with eco-



ganisation. The individual measures fall into the responsibil-



nomically justifiable expense. They must therefore be borne.



ity of the respective management and are regularly adjusted



This risk materialized in 2008 under the currency gains and



to changing requirements.



losses item in the financial result with a double-digit mil-



In 2008, an emergency plan was created which describes



lion euros amount. It related to earnings or expenses as of



in detail procedures and practices for the event that the head



the reporting date which however had, in their majority, no



office in Kirkel – for whatever reason – can no longer be



impact on cash. They originate from the valuations made



used. The conditions were created that within 24 hours all



in the individual financial statements of the relevant Group



vital and essential functions for maintaining operating busi-



companies and relate to the rental liabilities discounted to



ness can be continued even in the event of a major crisis.



the reporting date of those stores classified as finance lease. Due to the high number of finance leases in Romania, this



existential threats unrealistic



position reacts particularly strongly to the changes of the



The Praktiker Group has a well-developed risk manage-



exchange rate of the Romanian leu. However, changes to the



ment system firmly anchored in daily operating business.



external value of the Ukrainian hryvnia, the Polish zloty or



If risks can be reduced using insurance solutions or other



the Hungarian forint are also reflected here.



preventive measures, this will be done. The worldwide eco-



The same applies to the value of the equity stake in the



nomic downturn triggered by the financial crisis has brought



international Group subsidiaries. The strong depreciation in



with it a decline in sales. Despite higher flexibility relating



the Eastern European currencies have led to negative cur-



to expenses, earnings were impacted, so that the operating



rency differences in the translation of individual financial



profit originally expected was not achieved. In 2009, the



statements of these subsidiaries into the Group currency



economy can slow down in all countries in which Praktiker



euro.



operates, how strong the downturn will be is still uncertain.



Due to the efforts of the Bulgarian government to achieve



Further reduction in demand despite high flexibility relat-



a stable exchange rate between the Bulgarian lev and the



ing to expenses could lead to a reduction in the operating



euro there are currently no currency risks in Bulgaria. If



earnings and even to a certain erosion of the available liquid



these efforts were to end, an additional foreign currency



funds, even in the event of restrained capital expenditure



risks would correspondingly arise.



planning. In that case, the occurrence of these risks would



The Praktiker Group has only limited pension obligations



weaken profitability and liquid funds.



towards employees and none towards members of executive bodies. There are therefore no significant risks which could be associated with these kinds of obligations.



risks from the organisation A significant risk under this heading is the recruitment of suitable employees. The German retail sector has at best an average reputation as an employer. To give a new status to all activities relating to recruitment, training, corporate ID and career planning within the company, a separate Human Resources position was created on the management board in the spring of 2008. The new initiatives are described in the personnel report. They all serve to make Praktiker an attractive employer on the labour market for both staff already employed by the Group as well as for new applicants. This heading also includes risks which are associated with errors and shortcomings in the widest sense, as they may occur again and again in every organisation with its varied functions. However, the number of mistakes can be limited if employees are appropriately trained and qualified.
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others, therefore lead to stronger growth than expected in



The overall economic outlook varies in the countries in



actual purchasing power. Consumer sentiment was heavily



which Praktiker is represented. While moderate economic



influenced in 2008 by changes in the inflation rate. It is pos-



growth is still expected in many Eastern European countries



sible that this will also be the case in 2009. The measures



in 2009, Germany is in the middle of a recession. Although



of the government to stabilise the economy will also have



research institutions and the economics departments of



an impact, even if it is difficult to estimate how strong this



banks agree that prospects have worsened in all European



will be.



countries, there is a considerable discrepancy in estimates



It is equally difficult to predict how competition will de-



regarding the expected development of gross domestic



velop in the DIY sector. Competition via price became notice-



products. This is no coincidence. The events of the last few



ably less fierce in 2008. Companies were more interested in



months – the crisis in the banking sector, the part nationali-



securing their margins and their earnings. In the context of



sation of banks, the crisis in the automotive industry, gov-



rising procurement prices, virtually the only way to achieve



ernment measures to support the economy, rapid changes in



this was through price increases. However, competitors also



exchange rates etc. – appear so unique that they consider-



began to implement restructuring measures in 2008 – a defi-



ably weaken the validity of forecasts from economic models



nite sign that profitability was below expectations in some



based on the extrapolation of historical data. In this climate,



companies. If the market remains difficult in 2009, it may



forecasts can quickly be overtaken by events and can just as



well be the case that companies will have to further reorgan-



quickly become useless. The predictability of further devel-



ise and restructure or even go out of business.



opment has been substantially reduced. In this respect, the



In the last annual report, management had already ex-



information given in this outlook must be seen in the light



pressed the expectation that the next few years in the Ger-



of the fact that there are no historic parallels for the current



man DIY sector would be marked by consolidation, market



state of the worldwide economy. In this situation, all plans,



streamlining and a reduction in capacity, which would help



particularly those going beyond the short term, inevitably



regain a better balance between available selling space and



become a balancing act between a sense of reality and wish-



market demand. This opinion will only be supported by the



ful thinking.



expectation that business will not become easier in 2009.



germany in a recession



Bleaker growth prospects abroad



Economic research institutions are of the unanimous opin-



The growth forecasts for the countries in which Praktiker



ion that Germany’s gross domestic product will decline in the



operates outside Germany have all been lowered, in some



first half of 2009. In the second half of the year, most experts



cases drastically. The reassessment of the economic future,



expect to see an improvement, partly because they assume



particularly of Eastern Europe, has swung within a short



that the measures to stabilise the economy that have been ini-



time from a scenario of strong growth to only slight growth



tiated by the government will take effect. In this scenario, pri-



in countries such as Romania, Bulgaria and Poland and even



vate consumption is expected to have a stabilising influence.



a recession in Hungary and Ukraine. The following reasons



At the end of the year under review, consumer sentiment had



are given for the change in expectations: high current ac-



brightened slightly compared with the sentiment in autumn.



count deficits, high level of public debt, sharply rising pri-



It stabilised further at the beginning of 2009 with falling infla-



vate debt, which is mainly in foreign currencies, declining



tion rates being the most important driver. In a time in which forecasts for the immediate future already vary widely, clear guidance cannot be expected for the



expectations 2009 annual percentage change



following year. Although economic research institutions are unanimously predicting a certain recovery for 2010, the extent of this recovery will depend heavily on how worldwide economic conditions develop in 2009. Seen overall, these general economic settings are grounds for a cautious appraisal of the sales trend that can be expected. Praktiker has based its assessment of its expected development in 2009 on factors that suggest a positive development in consumption and demand for DIY products. The inflation rate has fallen back to a level that indicates price stability. Wage increases, which have already been negotiated for 2009 in some sectors and are expected in
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germany1



gdp



private consumption



–0.8



0.2



greece



1.0



0.8



poland



2.9



3.0



Hungary



–1.5



– 3.5



turkey



1.5



1.4



romania



2.6



1.7



Bulgaria



1.9



1.0



ukraine



–2.5



– 3.5



albania



6.0



7.0



source: economist intelligence unit, 2009 (as of december 2008). 1 oecd.
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demand from western industrial nations, slumps in demand



Group has made resistance to the crisis, flexibility and the



at upstream suppliers to various industries, particularly the



maintenance of financial stability its guiding principles in



automotive sector. In countries such as Greece and Turkey,



all measures and decisions for 2009. There was no sign



economic development had already left a lot to be desired



of the rapid deterioration in overall conditions at the time



in 2008. There are no good reasons available to expect an



that Praktiker drew up its plans for the coming years. These



upturn in these countries in 2009.



plans, which date from late autumn 2008, set out the expec-



Until well into 2008, there was no visible reaction to the



tation that sales and earnings can be increased further in



disruptions in the worldwide economy in Eastern European



2009 and 2010. In light of the changes in the worldwide eco-



countries, at least not in the DIY sector. Towards the end



nomic environment caused by the financial crisis, however,



of the year, however, it became clear that the positive eco-



it must be expected that special measures will be required



nomic trend that had lasted for years had been tilted. It is



in order to meet these targets. Depending on how long the



difficult to say what this means for the future development of



recession lasts, it cannot be ruled out that sales and earnings



demand for DIY products. Given an above-average propor-



may even fall in 2009. However, Praktiker believes that the



tion of house ownership, the demand for renovation is still



targets set out in the budget plan can be achieved once over-



high. But a reliable forecast cannot be made as to whether



all economic settings have returned to normal. In this case,



this demand will be fulfilled immediately or whether it will



the development of sales is merely expected to be delayed,



be postponed.



but a change in quality is not expected.



One positive aspect is the fact that with each year that



In the efforts to overcome the immediate challenges, the



passes, countries such as Romania and Bulgaria become



main priority has been attached to the ability to respond to



better integrated into the European Union. The region can



changes quickly, to keep expense items flexible and to plan



also expect support from international institutions if neces-



capital expenditure for the short term at most, implementing



sary – as the International Monetary Fund’s aid for Hungary



them only when sufficient liquid funds have been secured.



has shown.



In line with the aim of being prepared for a decline in sales,



Praktiker expanded its network of outlets in Eastern



managers in all divisions of the company are obliged to draw



Europe in 2008, which led to significant growth in sales and



up catalogues of measures to help secure the planned earn-



earnings. Further expansion, even though at a much lower



ings if sales deviate from the planned figures.



level, is expected in 2009. In the countries of Eastern Europe there are still many regions in which modern retail concepts



germany



are virtually unknown. There are therefore still attractive regions for the potential expansion of the store network. Likewise, the density of competition is still significantly lower than in Germany.



stabilising sales Praktiker lost some of its market share in Germany in 2008, mainly because the number of days with “20-percentoff-everything” promotions was reduced significantly. On the



Highly flexible approach to uncertainty



basis of the relatively low sales for 2008, it should be possible



As overall economic indicators in all countries in which



to stabilise sales in 2009. This, at least, is the target set by



Praktiker operates show that a slowdown in growth or in in-



management. One prerequisite for this, however, is that the



dividual cases even a drop in demand is likely, the Praktiker



overall economic environment, or at least private consumption, improves during the year. In a negative scenario that



expectations 2010



could be characterised by a sharp rise in unemployment and



annual percentage change



an escalating recession, however, a significant reduction in gdp



private consumption



germany1



1.2



1.2



greece



1.8



1.2



poland



3.6



3.2



Hungary



0.5



–0.5



turkey



3.3



3.1



romania



3.9



3.1



Bulgaria



2.6



1.6



ukraine



1.5



0.7



albania



na



na



source: economist intelligence unit, 2009 (as of december 2008). 1 oecd.



sales to below the level of 2008 cannot be ruled out. In light of the uncertainty regarding 2009, it is particularly difficult to make a forecast for 2010. Most economic researchers believe that the recession will then be over and that production and consumption will grow again. If this is the case, the DIY sector as a whole – and Praktiker in particular – can benefit. On the basis of the volumes recorded for 2009, an increase in sales should then be achievable once again. In order to meet the targets it has set itself, the Praktiker brand continues to focus on the Easy-to-Shop concept. The conversion of stores to the concept in its optimised form was therefore continued in the first quarter of 2009. In the
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past, stores with this concept had shown better development



Keeping capital expenditure flexible



of sales than the rest of the network. In addition, Praktiker



Flexibility is also the key word for capex planning in 2009.



will continue to gear its position on the market towards low



For the first time, the management board has decided to



prices. This could support sales in 2009, as it has frequently



approve capex only from one quarter to the next. This is



been seen before that operators with aggressive price poli-



intended to ensure that capital expenditure can be geared



cies gain market share and show relatively good sales devel-



towards current business development in the short term.



opment in phases of economic downturn.



One area on which investment will once again focus in



The Max Bahr brand will hopefully benefit from the fact



2009 is the conversion of further Praktiker stores to the



that all assortments have been revised and reorganised



now optimised Easy-to-Shop concept. A firm plan has been



during the course of 2009. Although they are being intro-



drawn up for the first wave in the first quarter of 2009, while



duced only gradually, a positive reaction has already been



further waves will depend on the development of business.



seen from customers in the first stores in which alterations



Investments will also be made in the relocation of Praktiker



have been made. Max Bahr’s deliberate expansion of the



stores. In the cities of Marl, Münster and Munich, a total of



share of private labels in its product offer should have a



four new stores are to open, each of which will replace an



positive impact on sales and earnings. In times of reces-



existing store. In the city of Unna, a store that had previously



sion, experience has shown that customers are more likely



been rented was acquired in 2008. It will be renovated and



to choose more favourably priced private labels than the



extended in 2009. Max Bahr is investing in changes to its



more expensive A-brands. Max Bahr will also celebrate its



product range, which are to be implemented gradually in all



130th anniversary in 2009. This is an occasion for numer-



stores. This will give Max Bahr a revised, up-to-date image



ous anniversary promotions, leading to expectations that



that reflects customers’ wishes. There are also plans to open



the brand will be able to attract more customers in 2009



a new store in the city of Regensburg.



than in 2008.



As every year, investments will also be made in 2009 in IT infrastructure and in the maintenance and renovation of



securing planned earnings a high priority As with the Group as a whole, securing planned earnings



stores. These will also be affected by considerations relating to flexibility, however.



and liquidity has absolute priority in Germany in 2009. In



Overall, capital expenditure in Germany should be slightly



a climate of recession, earnings can not be expected to in-



above the level of the previous year due to the opening of the



crease through growth. Instead, the main focus is on a fur-



new stores. These are the expectations if business develops



ther improvement in the gross margin and on controlling



in line with expectations, it will fall below this figure if the



expenses. This is precisely the focus of the management’s



expectations for sales cannot be met.



endeavours over the coming years. The chances of improving the earnings quality of sales



international



are good in so far as purchasing prices do not increase further. Sharply falling prices for inputs such as oil and other



sales growth abroad subdued



raw materials should result in a reduction in prices if the



The Praktiker Group bases its business policy abroad on



exchange rate of the euro against the US-dollar remains sta-



both medium-term prospects and short-term necessities.



ble. If efforts to increase the share of private label products



This means that Praktiker wants to expand further abroad in



are successful, this will also have a favourable impact on the



the next few years, particularly in Eastern Europe. However,



gross margin.



the rate of expansion of the store network is to be reduced



Whether the target of an improvement in margins can be



significantly. As already planned in 2008, the first Praktiker



met will depend to a large extent, however, on how the Ger-



store in Albania will open in 2009. Apart from this, new



man market as a whole develops. If competition intensifies



stores are planned only where it makes sense to increase the



again with regard to prices, the Praktiker brand at least, as an



density of the existing network.



operator with aggressive prices on the German market, will need to take more price measures than previously planned.



The original plans for 2009 took into account up to 16 new locations abroad. However, flexibility is also the impor-



Particular attention will be paid in 2009 to controlling



tant key word here. The international segment will therefore



expenses. The budgets for 2009 are organised as flexibly



also gear its capital expenditure to current business develop-



as possible. In case of a decline in sales, all divisions have



ments in the short term. The number of new locations in



packages of measures ready to secure their earnings. This is



2009 will therefore in all probability be between 5 and 10



intended to prevent a possible decline in sales, which cannot



only.



be ruled out in view of the economic recession, from fully impacting on earnings.
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ing year, 2010. As it cannot be assumed, in view of current



ing of new stores allows a better distribution of overhead



economic expectations, that international sales will grow in



costs. In addition, many potential opportunities to increase



2009 on a like-for-like basis, the development of sales will



productivity have not yet been looked into or have not been



depend heavily on the number of new stores and the timing



fully exploited, as there was no imminent need for doing so



of the openings throughout the year. New stores are to be



during periods of strong growth. As in all probability fewer



financed from the cash flow or from available liquid funds.



new stores will be opened in 2009 than in 2008, pre-opening



This objective will not change in 2009. Praktiker will there-



expenses and start-up losses will be correspondingly lower.



fore exercise the necessary caution when investing in new



All things considered, the expectation appears to be justified



stores. However, Praktiker does not want to lose sight of its



that operating earnings can be maintained at the previous



medium-term goal of attaining or expanding a leading po-



year’s level in 2009.



sition on the respective markets. It can even be financially lucrative to invest during a downturn, as experience has



If the economy picks up again in 2010, growth in the EBITA can be expected again two years from now.



shown that property prices are much lower then. When planning new stores, Praktiker continues to use



praktiker group



a store concept consisting of two modules. In addition to stores with a standard size of around 6,500 square metres,



group sales dependent on economic climate



a small-format concept of around 4,000 square metres was



The development of the Group sales is calculated from



developed in 2007 in Greece. This concept is set to be imple-



the sum of the two segments, Germany and International.



mented in other countries in the Group’s international seg-



Depending on the development considered likely in the seg-



ment wherever this is possible and makes sense.



ments in 2009, positive and negative scenarios can be drawn



Internal plans are based on growth in sales in interna-



up for the Group.



tional business. Management is aware, however, that this target is at risk if there is a lasting deterioration in overall



all measures aligned to value enhancement



economic conditions. This kind of scenario cannot be ruled



The same applies to the operating earnings forecast. De-



out, as uncertainty about economic developments in 2009



pending on the overall development, an increase and a de-



is high in all countries in which Praktiker operates. This



cline are equally possible. Internal targets are geared towards



is exacerbated by the very large fluctuations in exchange



achieving operating earnings in 2009 and 2010 that are rea-



rates in the last few months, which make forecasts regard-



sonable in view of the unforeseeable changes in overall eco-



ing further development even more difficult. Most economic



nomic conditions. The measures to make expenses and invest-



researchers expect Eastern Europe to begin growing again



ments more flexible, together with increased cost awareness



in 2010. If this is the case, Praktiker would have a good basis



in the company, are expected to contribute to this.



for growth in sales too.



The key indicator and, at the same time, decisive criterion for the value-oriented alignment of the Praktiker Group is



focus on securing planned earnings



the return on capital employed (ROCE). ROCE responds to



In the context of growing uncertainty about whether the



changes in the operating earnings and to changes in capital



company’s own targets can be met, the focus abroad is also



intensity. Correspondingly, Praktiker still has the aim of re-



on securing planned earnings. The decision to bundle pur-



ducing its capital employed over the course of the next two



chasing volumes for foreign stores within the central pro-



years. To this end, inventories are to be further optimised,



curement department as much as possible can in itself have



inventory turnover accelerated and the terms of payment en-



a positive impact on the gross margin. The same applies to



hanced. These aims are still very high on the agenda. As the



the expansion of the range of private label products, which



financial situation of many suppliers has also deteriorated as



is also planned in the international markets. As in Germany,



a result of the financial crisis, however, it would be unrealis-



a reduction in purchasing prices would also help to achieve



tic to expect progress in the improvement of payment terms



a better gross margin. On the other hand, it must be reck-



in the near future.



oned that exchange rates will not recover or will even deteriorate. This would put a burden on the gross margin, even if



capital expenditure to be kept flexible



the proportion of products purchased in foreign currencies



Based on the flexibility measures already introduced, cap-



is relatively low, at under 10 percent of the overall procure-



ital expenditure in 2009 is expected to fall below the level for



ment volume.



2008 and to increase again in 2010 – provided a positive de-



If exchange rates remain weak or become even weaker,



velopment in sales. Forecasts are particularly difficult as the



rental liabilities will increase, as these are charged mainly



volume of capex is to be kept flexible, at least in 2009, and



in euros in Eastern Europe. On the other hand, the open-



adapted as quickly as possible to current business develop-
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ments. In the international business, capital expenditure is



to maintain liquidity. If these measures should prove inad-



used for further expansion of the store portfolio, even if the



equate, a syndicated credit line of 200 million euros is still



expansion plans are considerably reduced, while in Germa-



available.



ny there are plans for replacement stores, conversion to the Easy-to-Shop concept at Praktiker and changes to the range



summary



at Max Bahr, as well as a new store opening in Regensburg. From the current viewpoint, capital expenditure with an



securing earnings and liquidity is highest priority



impact on cash will amount at most to a low triple digit mil-



In 2009, the Praktiker Group is focussing on securing



lion amount in 2009, but will probably come to a high double



its planned earnings and liquidity. Economic researchers



digit million amount only. The volume of investment in 2010



are forecasting comparatively low economic growth and in



will depend heavily on the development of business in 2009.



some cases none at all in the countries in which Praktiker



If sales fall significantly short of expectations in 2009 and,



operates. Even a long-lasting recession is a conceivable sce-



contrary to current expectations, no improvement is in sight



nario. In this climate of uncertainty, Praktiker is aiming to



for 2010, the company will dispense with all further expan-



be as flexible as possible in order to be able to adjust ex-



sion and the volume of capex will be reduced to the level



penses and capex quickly to current business developments



required for maintenance.



and maintain a stable financial position. Based on what is achieved in 2009, an improvement in sales and earnings



financial result and tax rate It cannot be predicted how the net financial income will develop in the next few years, as it reacts strongly to changes in the exchange rates of Eastern European currencies. In 2008, around 40 percent of the financial result came from foreign exchange losses, a year earlier, it was around 20 percent. A mere 10 percent change in the Romanian leu has an impact of around 9 million euros on the financial result. In order to be able to predict currency effects, one would have to make assumptions about changes in Eastern European exchange rates. Given the prevailing volatility of these exchange rates, however, this would be a purely theoretical undertaking. The tax rate responds to the regional distribution of profits, as different tax rates apply in the various countries in which Praktiker operates. As one-off tax effects are not anticipated in the next few years, the tax rate is expected to be around 28 percent in the future.



continuity still the aim of the dividend policy The dividend policy of the Praktiker Group will in future be based on the same criteria that until now have determined the decision-making. The aim is to find a reasonable balance between the expectations of the capital markets, the intention to achieve a high degree of continuity, the current business situation, the expected financing requirements and the debt situation.



Keeping the financial situation stable The Praktiker Group had solid financial foundations at the end of 2008. Maintaining this financial stability will remain management’s top priority in the coming years. All measures to increase flexibility are intended to secure the highest possible level of liquid funds. If sales fall short of expectations, capital expenditure will initially be cut back in order
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report on suBsequent eVents The management board decided in mid-January to discontinue the “Max – der kleine Baumarkt” (“Max – the compact DIY store”) format. The 15 outlets that had so far been opened in city centre locations ceased trading at the end of February 2009. The conversion of stores to the Easy-to-Shop concept was resumed in the first quarter. At the end of the first quarter, 11 additional Praktiker stores in Germany will be converted to the optimised format. In order to secure earnings and liquidity of the Praktiker Group the management board has resolved a package of measures to reduce cost and increase efficiency. In addition, due to decreasing working loads at the beginning of March the working-time in several German Praktiker stores has been reduced and the reduction has been made known to the Federal Employment Agency. Further key events that would have had a significant impact on the income, financial and asset position of Praktiker Group did not occur after the end of the financial year under review until the editorial deadline of this annual report in mid march 2009.
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Consolidated inCome statement



Consolidated inCome statement for the finanCial year from January 1 to deCember 31, 2008 in € thousands



Net sales Cost of goods sold Gross profit on sales



other operating income selling expenses general administrative expenses other operating expenses Operating earnings



financial income



2008



2007



note/page



3,906,776



3,944,998



1/89



– 2,592,684



– 2,670,725



10/92



1,314,092



1,274,273



77,522



70,122



2/89



– 1,187,224



– 1,151,493



3/89



– 74,821



– 76,197



4/89



– 481



– 741



5/90



129,088



115,964



36,479



36,476



financial expenses



– 85,796



– 58,990



Net financial result



– 49,317



– 22,514



79,771



93,450



Earnings before taxes



income taxes



– 72,634



– 69,790



Group net income



7,137



23,660



of which allocable to minority interest



1,085



1,078



of which allocable to equity holders of the company



6,052



22,582



7,137



23,660



dilutive effect diluted earnings per share
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7/90



8/92



13/93



earnings per share (€)



basic earnings per share



6/90



0.10



0.39



–



–



0.10



0.39



Consolidated finanCial statements



Consolidated balanCe sheet



Consolidated balanCe sheet as at deCember 31, 2008 in € thousands



Dec. 31, 2008



dec. 31, 2007



note/page



214,621



214,621



14/96



71,027



68,943



14/96



490,292



463,866



15/98



Non-current assets goodwill other intangible assets property, plant and equipment other financial assets



14



122



18/103



6,875



6,541



21/107



153,654



203,567



17/101



936,483



957,660



888,271



809,686



19/106



trade receivables



16,282



24,993



20/106



other receivables and other assets



77,178



89,255



21/107



other receivables and other assets deferred income tax assets



Current assets inventories



income tax receivables Cash and cash equivalents



Total assets



1,969



1,420



233,321



270,769



1,217,021



1,196,123



2,153,504



2,153,783



Dec. 31, 2008



dec. 31, 2007



22/107



Consolidated balanCe sheet as at deCember 31, 2008 in € thousands



share capital



58,000



58,000



additional paid-in capital



703,926



705,231



balance sheet profit



144,515



176,707



906,441



939,938



1,503



1,504



907,944



941,442



minority interest



note/page 23/107



Equity



Non-current liabilities provisions for pensions and similar commitments



726



695



24/110



58,665



49,666



25/112



406,087



400,974



26/113



6,068



7,516



27/114



111,107



109,467



28/114



582,653



568,318



other provisions



34,268



42,938



25/112



financial commitments



16,517



16,851



26/113



trade payables



519,402



463,806



29/115



other liabilities



82,609



105,534



27/114 30/115



other provisions financial commitments other liabilities deferred income tax liabilities



Current liabilities



Current income tax liabilities



Total assets



10,111



14,894



662,907



644,023



2,153,504



2,153,783
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Consolidated statement of Changes in equity



in € thousands



share capital



Capital reserves



other reserves



balance sheet profit



subtotal



minority interest



Total



Dec. 31, 2006



58,000



822,685



–116,789



180,225



944,121



1,417



945,538



–665



– 665



–26,100



–26,100



– 26,100



22,582



22,582



loss on currency translation recognised directly in equity



–665



payment to shareholders payment to minority interests group net income other changes in minority interests



Dec. 31, 2007



58,000



822,685



loss on currency translation recognised directly in equity loss on cash flow hedges recognised directly in equity



–117,454



939,938
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1,504



941,442



–390



– 390



–26,100



–26,100



– 26,100



–12,144



0



0



6,052



6,052



other changes in minority interests



62



16



–390



group net income



822,685



16



– 13,059



12,144



58,000



23,660



–13,059



payment to minority interests



Dec. 31, 2008



– 1,007



1,078



–13,059



payment to shareholders allocation to other revenue reserves



176,707



–1,007



–118,759



144,515



906,441



–1,102



– 1,102



1,085



7,137



16



16



1,503



907,944
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Consolidated Cash flow statement



Consolidated Cash flow statement Jan. 1 – Dec. 31, 2008



Jan. 1 – dec. 31, 2007



earnings before taxes



79,771



93,450



depreciation and amortisation (+)/reversal of impairment losses (–)



70,189



62,862



360



– 14,751



15



– 337



6,871



4,967



in € thousands



increase (decrease) in provisions loss (gain) from the disposal of fixed and intangible assets exchange-rate-related effects increase in inventories



– 78,585



– 5,576



increase (decrease) in trade payables



55,595



– 18,228



other non-cash transactions



– 5,478



9,022



decrease in other assets



20,454



85,577



decrease in other liabilities



– 24,374



– 2,904



income taxes paid



– 22,197



– 24,315



interest expenses from finance leases



– 25,618



– 22,487



26,077



20,665



interest result interest received Cash flow from operating activities



proceeds from disposal of fixed and intangible assets net cash used in investing activities net cash used in acquisition max bahr Cash flow from investing activities



interest paid payment to minorities payment to shareholders loss on cash flow hedges recognised directly in equity



9,313



10,816



112,393



198,761



2,400



2,045



– 100,455



– 121,891



0



– 229,170



– 98,055



– 349,016



– 4,925



– 4,315



– 1,102



– 1,007



– 26,100



– 26,100



– 390



0



principal of liabilities from finance leases



– 16,328



– 12,589



Cash flow from financing activities



– 48,845



– 44,011



Change in cash and cash equivalents



– 34,507



– 194,266



effect of foreign exchange rate changes



– 2,941



– 1,216



Cash and cash equivalents at beginning of period



270,769



466,251



Cash and cash equivalents at end of period



233,321



270,769
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notes to the Consolidated Cash flow statement, introduCtory remarKs



notes to the consolidated cash flow statement The consolidated cash flow statement has been drawn up in accordance with the provisions set out under IAS 7 as per the indirect method and structured by payment flow arising from business, investment and funding activities. In the period under review, non-cash additions amounting to € 17.177 m (previous year € 45.969 m) were reported as fixed assets from finance leases. There were no non-cash disposals from finance lease assets in the period under review (previous year € 265,000), and no non-cash disposals from finance lease liabilities (previous year € 574,000). The cash and cash equivalents item comprises cash on hand and bank balances. In comparison with the consolidated cash flow statement included in last year’s consolidated financial statements, we have changed the presentation as follows: Last year, the cash flow from operating activities included a loss (gain) from foreign currencies item. This included only the amounts from changes caused by exchange rates, which were recognised in the income statement in the current financial year. Conversely, currency differences not affecting net income were included in the other non-cash transactions item. All currency effects are summarised in a separate item (exchange-rate-related effects) in the current consolidated cash flow statement. Other non-cash transactions in the previous year also included the interest expenses from the finance leases, which are currently shown as an independent item within the cash flow from operating activities. We are convinced that the change in presentation will improve the quality of the published information.



notes to Consolidated finanCial statements introductory remarks Praktiker Bau- und Heimwerkermärkte Holding AG (Praktiker Holding AG) is a stock corporation under German law and is based in Kirkel, Saarland, Federal Republic of Germany. The responsible central register court is located in Saarbrücken. Praktiker Holding AG deals in the purchase and administration of stakeholdings in wholesaling, retailing and service companies, and in the wholesaling and retailing of home improvement and DIY products as well as all kinds of food and non-food merchandise, the importing and exporting of these products and, in particular, the operation of home improvement and DIY stores in Germany and abroad; it also deals with retail business and the provision of services which appear suitable for promoting the company’s commercial purpose in the broadest sense. The shares of Praktiker Holding AG are traded publicly since November 2005 (entering into the MDAX in March 2006). The financial year corresponds to the calendar year. The consolidated financial statements have been drawn up in EUR thousand. The items shown in the balance sheet differentiate between non-current and current assets and liabilities, which are set out in part in detail in the notes to the statements. The income statement was prepared using the cost of sales method. Concerning the comparability of the amounts in the year under review with those of the previous year, the following has to be considered: In the financial year 2007 Max Bahr was consolidated for the first time on February 1 and therefore included only for a period of eleven months to the Group financial statements. In the year under review Max Bahr is included for total twelve months to the Group financial statements. On March 19, 2009 these consolidated financial statements for the financial year from January 1 to December 31, 2008 were submitted by the management board to the supervisory board of Praktiker Holding AG for acceptance.
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Consolidated finanCial statements



notes to the group aCCounting prinCiples and methods



accounting principles accounting principles The consolidated financial statements of Praktiker Holding AG were prepared in accordance with the International Financial Reporting Standards (IFRS) of the International Accounting Standards Board (IASB), London, which have been adopted under Articles 2, 3 and 6 of the Regulation (EC) No. 1606/2002 of the European Parliament and the European Council of July 19, 2002 and the complementary commercial regulations according to Sect. 315a Para. 1 of the German Commercial Code (HGB). The regulations of the International Financial Reporting Standards (IFRS) that were applied – under consideration of the aforementioned regulation (EC) – were those that were obligatory as per the balance sheet date of December 31, 2008. The consolidated financial statements were drawn up on the basis of historical costs, supplemented via the market valuation of financial assets available for sale as well as via the valuation at fair value through profit or loss of financial assets and financial liabilities (including derivative financial instruments).



standards, interpretations and amendments issued requiring mandatory application in 2008 The following standards, interpretations and amendments to existing standards require mandatory application for the first time for reporting periods which begin on January 1, 2008. On October 13, 2008, IASB published changes to IAS 39, “Financial Instruments: Recognition and Measurement” and to IFRS 7, “Financial Instruments: Disclosures”. These changes made it possible to reclassify certain non-derivative financial instruments from the “Financial assets at fair value through profit and loss” category, insofar as they were not originally allocated to this category by exercising the fair value option, and from the “Financial assets available for sale” category. In particular, this relates to those kinds of financial instruments that would originally have fulfilled the definition “loans and receivables” if there was no intention to sell or they were not designated as “available for sale”. IFRS 7 has been adjusted accordingly. As a result of the changes, reclassifications could be carried out retrospectively in the period between July 1, 2008 and October 31, 2008. This kind of retrospective change to the standards is unusual. It was carried out in the wake of the financial crisis and was intended to eliminate the accounting differences between IFRS and US-GAAP. However, it did not give rise to reclassifications in the Praktiker Group. IFRIC 11, “IFRS 2 – Group and Treasury Share Transactions”, was published in November 2006 and addresses the issue of the reporting of share-based remuneration transactions in connection with the purchase of equity instruments as well as with the reporting of share-based remuneration transactions in which several group companies are involved. IFRIC 11 is to be applied for the first time for fiscal years commencing on or after March 1, 2007. The IFRIC published IFRIC 12, “Service Concession Arrangements”, in November 2006. Service concession arrangements are agreements via which a government or other public institution places orders with private operators in order to provide public services such as roads, airports, prisons, energy and water supplies and distribution systems. IFRIC 12 applies for fiscal years commencing on or after January 1, 2008. IFRIC 14, “The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction”, published on July 4, 2007, provides general guidelines for determining the upper limit of the surplus amount of a pension fund that can be carried as an asset in accordance with IAS 19. The interpretation also explains how statutory or contractual minimum funding requirements can impact on planned assets or liabilities. IFRIC 14 is to be applied for the fiscal years commencing on or after January 1, 2008. The application of the new and amended standards and interpretations has no significant effect on the asset, financial and income position or the cash flow of the Praktiker Group.
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standards, interpretations and amendments issued not yet requiring mandatory application The following standards, interpretations and amendments of existing standards have already been published, but only require mandatory application for later reporting periods. The company decided to refrain from exercising its right of choice in respect of the premature application of the above for the current consolidated financial statements. On May 22, 2008, IASB published a change to IFRS 1, “First-time adoption of International Financial Reporting Standards” and IAS 27, “Consolidated and Separate Financial Statements”. The change makes it possible for companies to determine the costs of an investment either in the amount of the fair value or the carrying amount in line with the previously applied national accounting regulations when using IFRS for the first time in their IFRS individual financial statements. The obligation to write down purchase costs for distribution of retained earnings that were set up before the acquisition of the shares was also removed from IAS 27. Another change to IFRS 1 was also published via the IASB on November 27, 2008. The change relates exclusively to the formal structure of the standard. The general and specific regulations of the standard are separated from one another. Both changes in the standard must be applied to financial years which begin on or after January 1, 2009. In January 2008, the IASB adopted an addition to IFRS 2, “Share-based Payment, Vesting Conditions and Cancellations”. This addition makes it clear that vesting conditions are only success-linked and performance-linked conditions. Other elements of a share-based remuneration are not vesting conditions. The addition also clarifies that cancellations made by parties other than the company must be presented in the same way as cancellations made by the company. The addition to IFRS 2 must be applied for financial years commencing on or after January 1, 2009. No significant effects on the asset, financial and income position of the reporting group are expected from the application of the change. On January 10, 2008, the IASB published the revised standard IFRS 3 “Business Combinations”. The revised standard must be applied for financial years commencing on or after July 1, 2009. The application of the purchase method in the case of business combinations is subject to new regulation in the revised IFRS 3. The main reforms relate to the measurement of minority shares, the recognition of successive company acquisitions and the treatment of contingent purchase price components and ancillary purchase costs. According to the new regulations, the minority shares are measured either at fair value (full goodwill method) or at the fair value of the pro-rata identifiable net assets. For successive company acquisitions, this would be a revaluation recognised in profit or loss at the fair value of the shares held at the time of the transfer of control. An adjustment of contingent purchase price components reported at the time of the acquisition as a liability must in future be recognised in income. Ancillary purchase costs are recognised as an expense at the time they occur. Accordingly, the Praktiker Group will apply the change for business combinations from January 1, 2009. November 2006 saw the publication of IFRS 8, “Operating Segments”. It is to be applied for the first time for financial years commencing on or after January 1, 2009. The standard will replace IAS 14 and requires segment information to be published on the same basis as that used for internal reporting purposes. From the 2009 financial year, the application of IFRS 8 will lead to a realignment of the segments subject to mandatory reporting requirements and additional information in the notes to the financial statements. On September 6, 2007 the IASB issued a revised version of IAS 1, “Presentation of Financial Statements”. The main changes apply to the separate disclosure of changes in a company’s equity resulting from transactions with owners. The revised IAS 1 also includes new designations for the components of the financial statements which may be used as alternatives. The changes in the standard must be applied to financial years which begin on or after January 1, 2009. The application of the change will have no significant effects on the consolidated financial statements. The revised standard IAS 23, “Borrowing Costs”, is to be applied for financial years commencing on or after January 1, 2009. The standard requires the capitalisation of the external capital costs that can be attributed to a qualified asset. In accordance with the transitional provisions set out in the standard, this is to be applied prospectively from the point in time of it becoming effective. This amendment will probably have no significant impact on Praktiker Group’s asset, financial and income position or its cash flow.
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On January 10, 2008, the IASB published changes to IAS 27 “Consolidated and Separate Financial Statements”, which must be used for financial years commencing on or after July 1, 2009. The changes prescribe that purchases or sales of shares in subsidiaries which do not lead to changes with regard to the ability to control are recognised directly in equity. No carrying amount changes to the balanced assets (including the goodwill) and liabilities arise from these kinds of transactions. In the case of share sales that result in loss of control, a gain or loss on disposal is recognised in income. In future, the differences between previous carrying amount and fair value for any shares retained following loss of control will also be included in the disposal result. Reporting negative balance is permissible for minority shares, meaning that in future losses are allocated to an unlimited degree proportional to investment. The changes to IAS 27 must be taken into account by the reporting group from the 2010 reporting year. IASB’s publication of February 14, 2008 leads to changes in IAS 32, “Financial Instruments: Presentation” and IAS 1, “Presentation of Financial Standards”. The changes mainly relate to issues surrounding the definition of equity and credit and allow, under certain circumstances, deposits not previously classified as equity to be reported in equity. These include, for example, shares in partnerships and cooperatives. The changes must be applied to financial years which begin on or after January 1, 2009. It is not anticipated that the application of this change will have any significant impact on Praktiker Group’s asset, financial and income position or its cash flow. In July 2008, the IASB expanded IAS 39, “Financial Instruments: Recognition and Measurement” to clarify how the principles that determine whether a hedged risk or parts of payment flows may be considered for allocation as an underlying transaction are to be applied in particular situations. The expansion of the standard must be applied for financial years which begin on or after January 1, 2009 and will not have a material effect on the Group’s financial reporting. IFRIC 13, “Customer Loyalty Programmes”, was published on June 28, 2007 and is to be applied for the first time for financial years commencing on or after July 1, 2008. Pursuant to this interpretation, benefits (bonuses) granted to customers are to be reported as sales in their own right measured at fair value, separately from the transaction in connection with which they were granted. So far the valuation was carried out generally “at cost”. The initial application of the interpretation will have no material effect on the asset, finance and income position of the reporting group. IFRIC 15, “Agreements for Construction of Real Estates”, published on July 3, 2008, contains guidelines for when the sale of real estate falls within the scope of application of IAS 11 (Construction Contracts) and when it comes under IAS 18 (Revenue). IFRIC 15 is to be applied for financial years commencing on or after January 1, 2009. The application of the interpretation is not expected to have a material effect on the asset, finance or income position, or on the cash flow of the Praktiker Group. IFRIC 16, “Hedges of a Net Investment in a Foreign Operation”, was published on July 3, 2008 and clarifies what is to be regarded as a risk in the case of a hedge of a net investment in a foreign operation and where the hedging instrument for reducing this risk may be held within the Group. The interpretation is to be applied for financial years commencing on or after October 1, 2008. The application of the interpretation is not expected to have an effect on the asset, finance and income position, or the cash flow of the Group. IFRIC 17, “Distributions of Non-cash Assets to Owners” was published on November 27, 2008. The application of the interpretation comes into force for financial years commencing on or after July 1, 2009. IFRIC 17 regulates how a company will measure other assets as cash and cash equivalents that it transfers to the shareholders as a profit distribution. The dividend obligation must be recognised at the fair value of the net assets to be transferred. The difference between dividend obligation and the carrying amount of the asset to be transferred must be recognised in the income statement. The application of the interpretation is not expected to have an effect on the accounting of the reporting group.
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In May 2008, the IASB also published a collective standard to change various standards with the main aim of eliminating inconsistencies and clarifying formulations. This improvement process gave rise to changes to the following standards: • IFRS 5, “Non-current Assets Held for Sale and Discontinued operations”: if a subsidiary is held for sale, all assets and liabilities must be classified as held for sale in line with IFRS 5, even if the company wishes to retain a share in the subsidiary without a controlling influence after the sale. Praktiker will apply this change for the first time for the financial year commencing on January 1, 2010. • IAS 1, “Presentation of Financial Statements”: assets and liabilities classified as held for trading purposes in line with IAS 39, “Financial Instruments: Recognition and Measurement” are not automatically classified as current balance sheet items. This is not likely to have any effect on the asset and financial position of the Group. • IAS 16, “Property, Plant and Equipment”: the term “net realisable value” was replaced by the term “fair value less costs to sell” in order to bring it into line with IFRS 5 and IAS 36. Property, plant, and equipment held for leasing, which is routinely sold following expiry of the leasing period as part of the usual business operation, is also re-classified and held for sale at the end of the lease. These changes are not expected to have an effect on the accounting of the reporting group. • IAS 19, “Employee Benefits”: the definition of “past service costs” was expanded to include reductions in benefits relating to claims already earned (“negative past service costs”). Expenses for the planning administration that have already been taken into account in the actuarial assumptions for the measurement of the defined benefit obligation will in future no longer be accounted for under the definition of “income from plan assets”. The definition of “short-term” and “other long-term” employee benefits has been revised to emphasise the time at which the liability must be settled. The reference to the recognition of contingent liability was deleted to agree with IAS 37. These revisions will have no material impact on the asset, financial and income position or cash flow of the Praktiker Group. • IAS 20, “Accounting for Government Grants and Disclosure of Government Assistance”: government loans on which no interest is charged or that have an interest rate lower than the market rate are exempt from the regulation on measurement at fair value. In future, the interest advantage from government loans with no interest or a low rate of interest must also be quantified. The difference between the amount paid and the discounted amount must be treated as a government benefit. This change is not expected to have an effect on the Group’s financial reporting. • IAS 23, “Borrowing Costs”: the definition of borrowing costs has been revised to the effect that the guidelines in IAS 39 are assumed for the effective interest rate, which is not expected to have any effect on the accounting of the reporting group. • IAS 27, “Consolidated and Separate Financial Statements”: if a parent company accounts for a subsidiary in a separate financial statement in line with IAS 39 with its fair value, this accounting method must then be retained if the subsidiary is subsequently classified as held for sale. Accordingly, the Praktiker Group will take account of this change from the 2009 financial year, although significant changes to the asset, financial and income position and the cash flow of the company are not expected. • IAS 28, “Investments in Associates”: if an associated company is accounted for at fair value in line with IAS 39, because it is exempt from the regulations of IAS 28, only the regulations included in IAS 28 are applied. The type and scope of significant limitations in the associated company’s ability to transfer funds in the form of cash or loan repayments to the accounting company must be reported. An investment in an associated company must also be regarded as an individual asset for the purpose of impairment testing. These changes are not expected to have an effect on the Group’s financial reporting.
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• IAS 29, “Financial Reporting in Hyperinflationary Economies”: reference to the exception from the regulation on measurement of assets and liabilities on the basis of historical cost has been revised. The revision is highly unlikely to have an influence on the reporting of the reporting group. • IAS 31, “Interests in Joint Ventures”: if a joint venture is measured at fair value in line with IAS 39, only those regulations from IAS 31 are applied according to which the obligations of the partner company and the joint venture and the summarised information on the assets, liabilities, income and expenses must be given. The application of this change is not expected to have a significant effect on the asset, financial and income position of the Praktiker Group. • IAS 36, “Impairment of Assets”: if the “fair value less costs to sell” is estimated using discounted cash flows, the same information must be given as if the discounted cash flows would be used as a basis for estimating the value in use. We will apply the changes to IAS 36 for impairment tests from January 1, 2009. • IAS 38, “Intangible Assets”: expenses for advertising and sales-support measures must be reported as expenses if the company can access goods or has received the services. In future, advertising and salessupport measures explicitly include mail order catalogues. The previous ban on a performance-linked amortisation of intangible assets, if this leads to a lower cumulated amortisation amount than with the linear model, was annulled. In future, a performance-linked amortisation method is permissible if it better reflects the actual useful life. The changes are not expected to lead to any significant effects on the accounting of the reporting group. • IAS 39, “Financial Instruments: Recognition and Measurement”: the modification makes it clear that changes to the circumstances of financial derivatives – especially derivatives which are designated as hedging instruments following their first-time use or whose classification as such is reversed – are not reclassifications. The reference cited in the standard to a “segment” in connection with determining whether a financial instrument fulfils the criteria for classification as a hedging instrument has been deleted. In the case of debt instruments which are remeasured as a fair value hedge at the end of the accounting, the adjusted effective interest rate must be used instead of the original effective interest rate in future. No significant changes relating to the asset, finance and income position and the cash flow are likely to arise for the Praktiker Group from the changes described. • IAS 40, “Investment Property”: the scope of application of IAS 40 (and IAS 16) has been amended to the effect that properties under construction or development for the purpose of future use as financial investments are subject to the scope of application of IAS 40. This adjustment is not expected to have any effect on the Group’s financial reporting. • IAS 41, “Agriculture”: the reference to the use of a discount rate before taxes for the purpose of determining the fair value has been deleted. The ban on taking into account cash flows from additional biological changes – such as growth or reproduction – in determining the fair value, has been rescinded. Instead, those cash flows must be taken into account in future which are expected in the “most relevant market”. The changes to IAS 41 do not have any effect on the Praktiker Group’s reporting. All changes from the improvement process, with the exception of the change to IFRS 5, must be applied for financial years commencing on or after January 1, 2009. The changes to IFRS 5 must be applied to financial years commencing on or after July 1, 2009.
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basis of consolidation a) general remarks Besides Praktiker Holding AG, the consolidated financial statements comprise fourteen domestic subsidiaries (fifteen in the previous year) and seventeen foreign subsidiaries (sixteen in the previous year) in which Praktiker Holding AG directly or indirectly holds the majority of voting rights. Subsidiaries are all companies controlled by the Group. Control is achieved where the Group has the power to govern the financial and operating policies of a company while regularly holding a share of more than 50 percent of the voting rights . The assessment of whether a controlling position exists takes account of the existence and impact of such potential voting rights as are currently exercisable or convertible. The results of subsidiaries are included in the consolidated financial statements (full consolidation) from the date on which control is transferred to the Group. They are deconsolidated as of the date on which control ceases.



b) Changes to the basis of consolidation The following changes occurred to the basis of consolidation of the Praktiker Group over the reporting year. BMH Baumarkt Holding GmbH, Kirkel, decided on June 18, 2008 to establish wholly-owned subsidiary Praktiker Moldova SRL, Chisinau, Moldova, paying in capital totalling MDL 5,400 (€ 357). The company was registered on August 13, 2008. The main purpose of the company is sales of DIY/hardware store products. On June 18, 2008, Praktiker Grundstücksbeteiligungsgesellschaft mbH, Kirkel, decided to establish wholly-owned subsidiary Praktiker Real Estate Moldova SRL, Chisinau, Moldova. The share capital of Praktiker Real Estate Moldova SRL totals MDL 5,400 (€ 357). The company was registered on September 4, 2008. The main purpose of the company is the leasing, acquisition and sale of land and buildings. Sinco Trade Ltd, Hong Kong, China, was deconsolidated as of March 31, 2008. However, the company had already discontinued business operations during the course of 2007. Deconsolidation did not have any material impact on the asset, financial or income positions or the cash flow of the Group under review. Pursuant to a merger agreement dated June 19, 2008 and amended on June 23, 2008 and corresponding shareholder approval resolutions on June 19, 2008 and June 23, 2008, Verwaltungsgesellschaft Zweite MBE mbH, Kirkel, was merged into Antenor Vermögensverwaltungsgesellschaft mbH, Hamburg. The merger was recorded in the commercial register on August 26, 2008 under the record of the acquiring entity.
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The following overview shows the basis of consolidation in the consolidated financial statements of Praktiker Holding AG as per December 31, 2008: name and location of of the company germany



share of equity dec. 31, 2008



praktiker bau- und heimwerkermärkte holding ag, Kirkel



100.00 %



praktiker bau- und heimwerkermärkte ag, Kirkel



100.00 %



praktiker services gmbh, Kirkel



100.00 %



max bahr holzhandlung gmbh & Co. Kg, hamburg



100.00 %



praktiker gmbh, Kirkel



100.00 %



praktiker baumärkte gmbh, Kirkel



100.00 %



praktiker Vierte baumärkte gmbh, Kirkel



100.00 %



bmh baumarkt holding gmbh, Kirkel



100.00 %



Calixtus grundstücksverwaltungsgesellschaft mbh, Kirkel



94.81 %



Kig gmbh, Kirkel



100.00 %



praktiker grundstücksbeteiligungsgesellschaft mbh, Kirkel



100.00 %



maX der kleine baumarkt gmbh, hamburg



100.00 %



antenor Vermögensverwaltungsgesellschaft mbh, hamburg



100.00 %



praktiker objektgesellschaft mbh, Kirkel



100.00 %



Küchen diy Vertriebs-gmbh, Kirkel



100.00 %



international praktiker finance b. V., amsterdam (netherlands) bâtiself s.a., foetz-mondercange (luxembourg)



100.00 % 62.00 %



praktiker hellas a.e., tavros (greece)



100.00 %



praktiker polska sp. z o.o., warsaw (poland)



100.00 %



praktiker ungarn Kft., budapest (hungary)



100.00 %



praktiker romania s.r.l., Voluntari (romania)



100.00 %



praktiker eood, sofia (bulgaria)



100.00 %



praktiker yapi marketleri a.s., istanbul (turkey)



100.00 %



praktiker ukraine toV, Kiew (ukraine)



100.00 %



praktiker albanien sh.p.k., tirana (albania)



100.00 %



praktiker moldova srl, Chisinau (moldova)



100.00 %



praktiker international ag, Chur (switzerland)



99.99 %



praktiker group buying hK ltd., hongkong (China)



100.00 %



praktiker real estate Kft., budapest (hungary)



100.00 %



praktiker real estate romania s.r.l., Voluntari (romania)



100.00 %



praktiker real estate eood, sofia (bulgaria)



100.00 %



praktiker real estate moldova srl, Chisinau (moldova)



100.00 %



No stakes in associated companies were held during the reporting period.
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CONSOLIDATED FINANCIAL STATEMENTS



NOTES TO THE GROUP ACCOUNTING PRINCIPLES AND METHODS



Consolidation principles The financial statements of German and foreign group companies included in the consolidated financial statements are prepared according to uniform accounting methods pursuant to IAS 27. The acquisition of subsidiaries is accounted for using the purchase method. The cost of acquisition equates to the fair value of assets provided, equity instruments issued and liabilities incurred or assumed on the date of exchange plus any costs directly attributable to the acquisition. In the context of a corporate merger, identifiable assets, liabilities and contingent liabilities are recognised at their fair values on the acquisition date, irrespective of the size of the minority interests. The surplus of the purchase cost of the acquisition over the Group’s interest in the net assets recognised at fair value is reported as goodwill. If the purchase costs are less than the net assets of the subsidiary acquired recognised at fair value, the difference impacts directly on the income statement. With the first-time application of IFRS 3 in combination with IAS 36/38 rev, the amortisation of goodwill was discontinued from January 1, 2004. From this date, goodwill must be tested for impairment regularly once a year – or more frequently if changes in circumstances indicate a possible impairment – and, if applicable, written down to the lower recoverable amount. Intra-group profits and losses, sales revenues, expenses and income as well as receivables and payables or liabilities among consolidated subsidiaries are eliminated. Third-party liabilities are consolidated to the extent that the prerequisites for such consolidations are met. The accounting and valuation methods applied by subsidiaries were amended, where necessary, in order to guarantee standard accounting practices.



Currency translation a) Functional currency and reporting currency The consolidated financial statements are compiled in euros, the company’s functional and reporting currency.



b) Transactions and balances In the subsidiaries’ separate financial statements, foreign currency transactions are translated at the rates of exchange prevailing on the dates of the transactions. Exchange differences incurred on the translation of receivables and liabilities up to the balance sheet date are recognised in equity. Gains and losses from exchange rate fluctuations are recognised in profit or loss.



c) Group companies The year-end financial statements of such foreign subsidiaries as have a functional currency deviating from the (group) reporting currency are converted into euros as per the concept of functional currency in accordance with the provisions set out under IAS 21. As all consolidated companies run their businesses autonomously in financial, economic and organisational terms, the given national currency is the functional currency. The results and balance sheet items of all group companies with a functional currency differing from the euro are converted into euros as follows: • Assets and liabilities for each balance sheet presented are translated at the closing rate as of the date of the balance sheet concerned; • Income and expenses for each income statement are translated at average exchange rates (unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case, income and expenses are translated at the rate on the dates of the transactions); and • all resulting exchange differences are recognised as separate items in equity under other reserves.
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notes to the group aCCounting prinCiples and methods



Goodwill and adjustments of the fair value arising from the acquisition of a foreign company are treated as assets and liabilities of the foreign company and translated at the exchange rate prevailing on the balance sheet date. For the currency translation of group companies whose functional currency is not Euro, the following exchange rates were applied in the consolidated financial statements:



average exchange rate 1€=



polish zloty hungarian forint



year-end exchange rate



2008



2007



dec. 31, 2008



dec. 31, 2007



3.51577



3.78268



4.138750



3.59350



251.61974



251.31537



266.06000



253.73000



romanian leu



3.68301



3.33687



4.01540



3.60770



bulgarian lev



1.95583



1.95583



1.95583



1.95583



ukrainian hryvnia



7.70346



6.91900



10.81480



7.41946



turkish lira



1.90754



1.78636



2.14680



1.71700



swiss franc



1.58667



1.64275



1.49355



1.65470



11.46236



10.69197



10.94580



11.48000



albanian lek



122.75177



123.60000



124.02000



121.78000



moldovan leu



15.23689



–



14.54340



–



hong Kong dollar



accounting and measurement methods The key accounting and valuation methods that were applied in the preparation of these consolidated financial statements are set out in the following. The described methods were applied consistently for the given reporting periods in the absence of any indications to the contrary.



goodwill Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the acquired subsidiary/associate at the date of the acquisition. After initial recognition, the goodwill acquired in a business combination is measured at cost less any accumulated impairment losses. If the costs of the business combination are lower than the net fair value of the identifiable assets, liabilities and contingent liabilities, the remaining amount is recognised on the income statement. From 2004, in accordance with IFRS 3 and IAS 36/38 rev, goodwill is tested for impairment once a year – or more frequently if changes in circumstances indicate a possible impairment – and, if applicable, written down to the recoverable amount. Impairment losses on goodwill may not be reversed. To this end, the carrying amount is compared with the recoverable amount. The recoverable amount is the higher of its fair value less costs to sell and its value in use. The determination of the value in use is calculated as the cash value of expected future cash flows. If the recoverable amount is lower than the carrying amount, the difference is written down. The underlying planning period comprises three years. It is followed by a reconciliation to perpetuals. For goodwill accounting, the locations of one legal entity are treated as a cash-generating unit (CGU). On disposal of a company, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.
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other intangible assets a) Computer software Acquired computer software licences are capitalised at the cost incurred in their acquisition plus the cost of implementation. These costs are amortised over their estimated useful lives (three to five years). Costs relating to the development or maintenance of computer software are recognised as expenses at the time they arise. Costs that are directly related to the production of identifiable, individual software products controlled by the Group are recognised as intangible assets insofar as it is likely that the company will draw economic benefits from these assets for more than a year and that these benefits will exceed the costs. The directly attributable costs include personnel costs for employees involved in the development of the software as well as other costs that are directly related to the development of the software. Capitalised development costs for computer software are amortised over their estimated useful lives (max. three years).



b) Concessions, rights, licences, brand names Concessions, rights, licences and brand names are recognised at cost plus the cost of implementation. They are measured at cost less cumulative amortisation. Depreciation is written off on a straight-line basis over the probable useful economic life of the item concerned, which lies between three and fifteen years. Borrowing costs are not capitalised. The acquired brand Max Bahr has an unlimited useful life and is tested for impairment every year. In the reporting year, no costs for research and development were recognised as expense.



property, plant and equipment Tangible assets used in business operations for a period of more than one year are recognised at cost less scheduled, usage-based depreciation. The acquisition or production costs include direct costs. However, financing costs are not capitalised as part of acquisition or production costs. Subsequent costs are recognised only as a portion of the acquisition or production costs of the asset or, where relevant, as a separate asset, if and when it is likely that the Group will draw future economic benefits from this and that the cost of the asset can be reliably determined. All other repair and maintenance costs are reported as expense during the fiscal year in which they arise. The residual carrying amount and useful economic lives are examined at each financial year-end and adjusted if required. If there are any indications of impairment and if the recoverable amount is lower than the carrying amount, the assets are subjected to impairment charges. Impairment losses are reversed when indications for impairment no longer exist. Land is not depreciated. All other assets are depreciated on a straight-line basis, whereby the acquisition and production costs are written down to the residual carrying amount over the expected useful life of the given asset as follows: useful life of tangible asset buildings



3 to 11 years



fixtures, furniture and office equipment



3 to 11 years



shop fittings Vehicles



Leasehold improvements are written down over the respective rental contract duration.
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25 to 50 years



plant, machinery and equipment
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Consolidated finanCial statements



notes to the group aCCounting prinCiples and methods



Property, plant and equipment will be derecognised either when disposed of or when no more economic use is expected from further use or sale of the asset. Gains and losses from asset disposals are determined as the differential value between the sale proceeds and the carrying amount and recognised in income in the period in which the asset is derecognised.



impairment of non-financial assets Intangible assets with an indefinite useful life are not amortised, but tested for impairment regularly once a year. Assets subject to scheduled depreciation are tested for impairment if the relevant events or changes in circumstances indicate that the carrying amount may no longer be recoverable. An impairment loss is recognised to the extent by which the carrying amount exceeds the recoverable amount. The recoverable amount is the higher of the fair value of the given asset less sale costs as compared with the value in use. For the impairment test, assets are grouped at the lowest level for which cash flows can be identified separately (cash generating units).



leasing relationships The Group leases certain fixed asset items (leasing objects). Leasing contracts concerning fixed asset items, in the case of which the Group carries the key risks and enjoys the benefits of ownership in respect of the given leasing object, are classed as finance lease contracts. Finance lease assets are capitalised at the time of the lease’s commencement at the lower of the fair value of the leased property and the cash value of the minimum lease payments. A leasing liability is then recorded as a deferred item for the same amount under non-current liabilities. Each lease instalment is split into an interest component and a repayment component in order to keep the interest charged on the leasing liability at a constant level. The interest component of the leasing instalment is recorded in the income statement as expenditure. The property, plant and equipment acquired under finance leases is depreciated over the shorter of the useful life of the asset and the lease term. Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the income statement on a straight-line basis over the period of the lease.



financial assets Financial assets are subdivided into the categories “financial assets at fair value through profit and loss”, “loans and receivables” and “financial assets available for sale”. The classification depends on the respective purpose for which the financial assets were acquired. The management determines the classification of financial assets upon first-time recognition and reviews the classification at each balance sheet date. As in the previous year, the Group classified no financial assets as “financial investments held to maturity” during the period under review.



a) financial assets at fair value through profit and loss Financial assets are recognised at fair value with a corresponding impact on income if the financial asset concerned is either held for trading purposes or designed to be recognised at fair value with the corresponding impact on income. A financial asset is classed as being held for trading purposes if it was
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• primarily acquired with the intention of selling it in the future on a short-term basis or is • part of a designated portfolio of financial instruments commonly controlled by the Group for which indications of short-term profit-taking in the recent past exist or is • a derivative that was not designed to be a hedge instrument but acts as such. A financial asset, classed as not being held for trading purposes, can be recognised at fair value with the corresponding impact on income upon first-time recognition if: • such a designation eliminates or significantly reduces valuation and recognition inconsistencies that would otherwise occur or • the given financial asset is part of a group of financial assets and/or financial liabilities which are controlled in accordance with a documented risk management or investment strategy, whose value development is assessed on a fair value basis and information on the portfolio concerned is provided internally on this basis or • it is part of a contract including one or more embedded derivatives and pursuant to IAS 39 “Financial Instruments: Recognition and Valuation” the entire, structured product (asset or liability) can be recognised at fair value with the corresponding impact on income. Financial assets recognised at fair value with the corresponding impact on income are carried at fair value. All gains and losses resulting from the valuation are reported with the corresponding impact on income. The net gain or loss includes any dividends and interest relevant to the financial asset concerned.



b) loans and receivables Loans and receivables are non-derivative financial assets with fixed or definable payments that are not listed on an active market. They are classified as current assets insofar as their term to maturity does not exceed 12 months after the balance sheet date. The latter are recognised as non-current assets. Loans and receivables are included under financial loans, trade receivables and other receivables in the balance sheet. Loans and receivables are recognised at the amortised cost of purchase using the effective interest method minus any impairment costs.



c) available-for-sale financial assets Available-for-sale assets are non-derivative financial assets that were either designated as such or not designated to any of the aforementioned categories. They are recognised as non-current assets if and when the management group does not intend selling them within 12 months after the balance sheet date. Available-for-sale financial assets are included under the item financial investments (stakeholdings) in the balance sheet.
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d) measurement of financial assets Regular purchases or sales of financial assets are recognised on the day of trading, the day on which the company commits to the purchase or sale of the asset. All financial assets – except for derivatives – are initially measured at fair value plus directly attributable transaction costs. They are derecognised when the rights to payments from the investment have expired or have been transferred and the Group has substantially transferred all risks and opportunities of ownership. Loans and receivables and financial investments held to maturity are recognised at amortised cost using the effective interest method. Changes in the fair value of monetary and non-monetary securities classified as financial assets available for sale are recognised in equity. If such securities classified as financial assets available for sale are sold or impaired, the accumulated fair value adjustments recognised in equity are included in the income statement as gains or losses from investment assets. If such securities as are classified as financial assets available for sale are sold or impaired, the accumulated fair value changes previously recognised in equity are to be included in the income statement under other income as gains/losses from securities. Dividends on available-for-sale equity instruments are recognised in the income statement when the Group’s right to receive payments is established. The fair value of listed shares is based on the current stock exchange price. If an active market does not exist for financial assets or if the assets in question are unlisted assets, the fair values are determined based on suitable measurement methods. These comprise references to recent transactions between independent business partners, the use of the current market prices of other assets that bear a large similarity to the asset in question, discounted cash flow methods and option pricing models that give due consideration to the specific circumstances of the issuer. The above mentioned models are based on current market parameters.



e) impairment of financial assets Tests are carried out as of each balance sheet date to ascertain whether there are any objective indications of an impairment of a financial asset or group of financial assets. Objective indications of an impairment can take the following form: • significant financial difficulties of the counterparty • failure to make or delay in making interest payments or loan repayments or • enhanced probability that insolvency proceedings or other restructuring proceedings will be initiated vis-à-vis the debtor In the case of certain categories of financial assets, e.g. trade receivables, assets for which no impairment is identified on an individual basis are subjected to impairment tests on a portfolio basis. An objective indication of an impairment of a portfolio of receivables could take the form of experience gathered by the Group in terms of payments received in the past, a rise in the frequency of payment defaults and observable changes in the national or local economic environment to which non-payment of receivables could be made attributable. In the case of financial assets valued at amortised purchase cost, the impairment expense equates to the difference between the carrying amount of the given asset and the cash value of the anticipated future cash flow determined via the original effective interest rate of the financial asset concerned. Impairment leads to the direct reduction in the carrying amount of all the financial assets affected with the exception of those trade receivables whose carrying amount is reduced via an impairment account. In the event that a trade receivable is classed as being irrecoverable, its use is recognised via the impairment account. The subsequent receipt of payments of amounts that have already been written off are also set off against the impairment account. Changes in the carrying amount of the impairment account are recognised in the income statement with the corresponding impact on income.
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In the case of equity instruments, which are classified as available-for-sale financial assets, a substantial or sustained decline in the fair value below the acquisition cost of these equity instruments is taken into consideration in impairment terms. If there is an indication of such an impairment of available-for-sale financial assets, the cumulative loss – measured as the difference between the acquisition costs and the current fair value less impairment losses previously recognised in respect of the financial asset concerned – is booked out of equity and charged to the income statement. Impairment losses once recognised in profit or loss for equity instruments are not subsequently reversed through profit or loss.



f) derecognition of financial assets The Group books out a financial asset only if the contractual rights to cash flows from a financial asset expire or the financial asset and all major risks and opportunities connected with the ownership of the given asset are transferred to a third party. If the Group does not transfer all the major risks and opportunities connected with the ownership and continues to retain the authority to dispose of the transferred asset, the Group recognises its remaining share in the asset and a corresponding liability equating to the amounts possibly requiring payment. In the event that the Group retains all the major risks and opportunities of a transferred asset connected with its ownership, the Group must continue to recognise the asset and a collateralised loan for the consideration received.



deferred taxes Deferred taxes are determined through the liabilities method, according to which tax assets and liabilities are recognised for temporary differences between the carrying amounts of assets or liabilities in the IFRS consolidated financial statements and their tax base. However, the deferred income tax is not accounted for at the time of initial recognition or thereafter if it arises from the initial recognition of an asset or liability in a transaction other than a corporate merger that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred tax assets in respect of deductible temporary differences and tax loss carry-forwards exceeding the deferred tax liabilities in respect of taxable temporary differences are recognised only to the extent that it is probable that taxable profit will be available against which the deductible temporary differences can be utilised. The carrying amount of the deferred tax assets is tested on every balance sheet date and reduced to the extent that it is no longer probable that a sufficient taxable result will be available against which the deferred tax asset can at least be partly applied. Non-recognised deferred tax assets are tested on every balance sheet date and recognised to the extent that it has become probable that taxable result in the future allows the realisation of deferred tax assets. Deferred taxes are measured in accordance with the tax rates (and tax regulations) that apply on the balance sheet date or have been legislated to a substantial measure and are anticipated to be applicable at the time of the realisation of the deferred tax assets or the redemption of the deferred tax liabilities. While domestic loss carry-forwards may be carried forward without restrictions, the frequent countryspecific limitations of loss carry-forwards have been appropriately considered in the measurement.
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Deferred tax liabilities arising from temporary differences in connection with investments in subsidiaries and associated companies are recognised except in cases where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary difference will not be reversed in the foreseeable future for the same reason. Deferred tax assets and deferred tax liabilities are offset against each other if the Group has a legally enforceable right to set off current tax assets against current tax liabilities and if they relate to taxes on the same tax object levied by the same tax authorities.



Value-added tax Sales revenues, expenses and assets are recognised after deduction of the value-added tax, unless valueadded tax incurred on the sale of assets or services cannot be collected by the tax authorities. It is then recognised as part of the asset’s acquisition or production costs or as part of the expenses. The value-added tax amount refunded by or transferred to the tax authorities is recognised in the consolidated financial statements as a receivable or a liability.



inventories Merchandise carried as inventories is stated at the lower of purchase cost and net realisable value. Purchase cost is determined retroactively and includes directly attributable personnel costs as well as other costs directly attributable to the acquisition. The acquisition costs do not include borrowing costs. Net realisable value represents the estimated selling price achievable by way of normal business development less all such variable sale costs as are necessary. When merchandise has been sold, the carrying amount of this merchandise is recognised as an expense during the reporting period in which the related revenues have been realised. Any impairment of inventories to the net realisable value and all losses on inventories are recorded as expenses during the period in which the impairment or the losses occurred. All reversals of inventory write-downs resulting from an increase in the net realisable value are recognised as impairments of material costs during the period in which the write-down reversal occurs. When the reasons for a write-down of the merchandise have ceased to exist, the write-down is appropriately reversed.



trade receivables Trade receivables are initially recognised at their fair values and subsequently at amortised purchase cost using the effective interest method and by deduction of impairment. An impairment of trade receivables is recognised if objective indications show that the receivables cannot be fully recovered. Significant financial difficulties of the debtor, the enhanced probability that the debtor will enter bankruptcy or be subjected to other restructuring proceedings, and a failure to make or delay in making payments are considered indicators that the trade receivable is impaired. The amount of the impairment is recognised in the income statement.



Cash and cash equivalents Cash and cash equivalents include cash on hand, sight deposits, other current, highly liquid financial assets with an original term to maturity of no more than three months and open credits. Bank overdrafts are shown as liabilities vis-à-vis banks under current financial liabilities on the balance sheet.
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equity Common shares are classed as equity. Costs that are directly allocable to the issuance of new shares or options are recognised in equity as a deduction, net of tax, from the issue proceeds.



Combined financial instruments The components of a combined instrument issued by the Group are stated separately in accordance with the economic content of the agreement as a financial liability and equity. At the time of issuance, the fair value of the external capital component is determined on the basis of the market interest rate applicable to a comparable nonconvertible instrument. This amount is carried as a financial liability on the basis of the amortised cost of purchase using the effective interest method up until the time of fulfilment i.e. when the instrument is converted or becomes due. The determination of the equity component occurs via the subtraction of the value of the equity components from the fair value of the instrument as a whole. The resultant value minus the impact on income tax is recognised as part of equity and is thereafter not subject to valuation.



financial commitments Financial commitments are recognised initially at fair value, net of the transaction costs incurred. The recognition of derivatives is carried out without transaction costs. They are subsequently stated at amortised purchase cost; any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period of the borrowings using the effective interest method. The fair value of the external capital component of a convertible bond is determined using a market interest rate for an equivalent non-convertible bond. This amount is recorded as a liability on an amortised purchase cost basis until extinguished on conversion or maturity of the bonds. The remainder of the proceeds equates to the value of the conversion right. This is recognised in equity after deduction of income tax. Loan liabilities are classified as current liabilities insofar as the Group does not have the unconditional right to delay the settlement of the liability until at least 12 months after the balance sheet date. Financial liabilities from leases are carried as liabilities insofar as the economic ownership of the leased objects is allocable to the companies of Praktiker Holding AG Group and capitalised under tangible investments (finance leases). The leasing liabilities are initially recognised at fair value or at the lower cash value of the lease payments to ensure that the financing costs are spread across the term of the lease and produce a constant rate of interest on the residual lease finance liability (annuity character of the liability). The Group books out a financial liability in cases where the Group’s liability has been settled, cancelled or has expired. Financial assets and liabilities are set off only if there is a right at the present time to set off the reported amounts against each other and the intention is to settle on a net basis or to settle the associated liability simultaneously with the realisation of the asset.



benefits to employees a) pension commitments The Group carries commitments from regulations regarding company pensions, salary waivers, early retirement and part-time work for older workers, severance pay, death and anniversary benefits. The valuation of pension provisions and similar commitments is effected in accordance with the projected unit credit method for defined old age pension plans stipulated by IAS 19, taking account of future pay and pension increases.
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These measurements are based on the legal, economic and tax parameters in the respective country. Commitments affecting exclusively the European economic region are recognised at an actuarial interest rate of 6.5 percent (5.5 percent in the previous year), a wage and salary trend of 2.25 percent (2.0 percent in the previous year) and a pension trend of 2.25 percent (2.0 percent in the previous year). Employee fluctuation is determined at the individual plant level in consideration of age and length of service. The actuarial measurements are based largely on country-specific mortality tables. A defined benefit plan is a pension plan that prescribes a pension benefit volume that an employee will receive upon retirement and whose size typically depends on one or several factors such as age, length of service and salary. The plan relevant to Praktiker Group is not fund-based. The provisions for defined benefit plans in the balance sheet correspond to the cash value of the defined benefit obligation (DBO) on the balance sheet date, adjusted for cumulative, non-recorded actuarial gains and losses and non-recorded past service cost that must be accounted for. The DBO is calculated annually in an independent actuarial evaluation by applying the projected unit credit method. The cash value of the DBO is calculated by discounting projected future benefits using rates based on high-quality corporate bonds denominated in the currency in which the benefits are paid and whose maturities correspond to the term of the pension commitments. Actuarial gains and losses arising from experience-based adjustments and changes in actuarial assumptions in excess of the greater of 10 percent of the fair value of plan assets or 10 percent of the cash value of the defined benefit obligation are charged or credited to income over the employees’ expected average remaining working lives (corridor ruling). The commitments concerned are valued annually by independent, qualified actuarial experts. Past service costs are recognised immediately in income unless the changes to the pension plan are conditional on the employees’ remaining in service for a specified period of time (the vesting period). In this case, the past service costs are amortised on a straight-line basis over the vesting period.



b) termination benefits Termination benefits are made when an employee voluntarily ends an employment contract in return for a severance payment. The Group recognises severance payments if it is demonstrably committed either to terminating the employment of an employee in accordance with an irreversible, detailed formal plan or to providing termination benefits as a result of an offer made in order to encourage voluntary redundancy. Where termination benefits fall due more than 12 months after the balance sheet date, they are discounted to their cash value.



c) profit sharing and bonus schemes A commitment and expense determined in consideration of the profit due to group shareholders after certain adjustments is carried as a liability for bonus payments and profit sharing. The company recognises a provision under liabilities only if it has a contractual obligation or a de facto obligation based on past business practice.



d) share-linked remuneration In 2006, a share bonus programme designed to run for five years was introduced, starting in August 2006. The programme concerned comprises five tranches that are awarded annually, whereby the target parameters are worked out separately for each tranche. The last tranche is set to be awarded in 2010. The target parameters are worked out four weeks after the Annual General Meeting held by Praktiker Bau- und Heimwerkermärkte Holding AG (cut-off date for the approval of the share bonus).
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Payment of the individual annual share bonuses automatically occurs in cash in the month following the expiry of the three-year term of the given tranche, provided the conditions to which payment is subject have been fulfilled. Payment of the 2006 tranche, for instance, will occur in 2009 and payment of the final tranche from 2010 correspondingly in 2013. Derivative hedging instruments were concluded in 2007 and the reporting year, to cover the 2006 and 2008 tranches. More information on this can be found under item no. 31. The level of the given bonus is initially determined via the ratio of the base price against the target price of the shares. The starting price per tranche equates to the arithmetical average of the final prices of Praktiker shares in the 20 last consecutive stock market trading days prior to the cut-off date (four weeks after the given Annual General Meeting). The target share price per tranche, in the case of the attainment of which the full bonus is awarded, is calculated on the basis of the starting price, whereby a price rise of 15 percent is set over a period of three years. The level of the bonus concerned also depends on the performance of Praktiker shares as compared with that of the shares of other relevant trading companies listed on the stock exchange. For comparison purposes, the MDAX and the Dow Jones Euro Stoxx “General Retailers” are used. They permit the valuation of the price development in Praktiker shares on a national or Europe-wide basis. Should the development in Praktiker shares with effect of the cut-off date not deviate by more than ten percent from the average value of both indices, the share bonus is paid out in full. In the event that the price development in Praktiker shares exceeds the average value by more than 10 percent (outperformance), the amount paid out as a share bonus is increased to a total of 120 percent. However, should it fall short of the average value of the indices mentioned by more than ten percent (underperformance), the level of the share bonus is reduced to 80 percent. The share bonus is only awarded if, at the point in time of it becoming due, the contract of employment at Praktiker Group has neither been terminated nor has a mutually agreed cancellation of the contractual relationship occurred. Payment of the share bonus is limited to the current, individually agreed basic annual salary (gross). Obligations arising from the share bonus programme are measured at fair value at financial year-end. This amount is deferred on a pro-rata basis over the period up until payment of the given tranche is made. This resulted in personnel expenses amounting to € 57,000 in the year under review (previous year € 78,000). The provisions set aside for this purpose amounted to € 149,000 as of December 31, 2008 (previous year € 394,000). The fair value determined via a valuation model based on the Monte Carlo simulation method amounted to a total of € 76,000 for the first tranche, € 67,000 for the second tranche, and € 407,000 for the third tranche as of December 31, 2008. The valuation is based on 297,755 options for tranche 1, 217,000 options for tranche 2, and 562,588 options for tranche 3. Further parameters input into the calculation are the following:



d1) risk-free interest rate The zero rates based on the swap curve were used for the purpose of risk-free interest rates. The risk-free interest rate amounted to 3.02 percent for the first tranche, 2.66 percent for the second tranche, and 2.85 percent for the third tranche.



d2) Volatility The volatilities were calculated on the basis of the daily constant returns on the prices, whereby the records go back in accordance with the residual term. For determining the volatility of the 2006 tranche, this is 0.55 years, 1.46 years for the 2007 tranche and 2.50 years for the 2008 tranche. The daily volatilities are scaled up to annual volatilities via multiplication to the root of 250, whereby 250 stands for the number of trading days per year. The volatility amounted to 100.62 percent for the first tranche, 79.02 percent for the second tranche, and 53.58 percent for the third tranche.



d3) residual term The residual term to maturity equates to the difference between the valuation cut-off date and the expiry date of the tranche. It amounted to 0.55 years for the first tranche, 1.46 years for the second tranche, and 2.50 years for the third tranche.
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d4) dividend yield The last available dividend returns are used as the basis for estimating future dividends. These were from June 2008 and were obtained from Reuters. The future dividend return for all tranches was set at 2.20 percent.



d5) share price Moreover, target share prices of € 25.10 (Tranche 1), € 35.26 (Tranche 2), and € 17.03 (Tranche 3), starting prices of € 21.83 (Tranche 1), € 30.66 (Tranche 2), and € 14.81 and a spot price of € 7.80 for each tranche were input into the calculation.



provisions Provisions are recognised if and when legal or de facto obligations to third parties that are based on past business transactions or events will more likely than not result in a cash outflow and can be reliably determined. They are stated at the anticipated settlement amount with due regard to all identifiable risks attached and are not offset against any claims to recourse. Where several of the same obligations exist, the likelihood of an outflow of funds based on this group of obligations is determined. A provision is also carried as a liability when the likelihood of an outflow of funds with respect to individual obligations included in this group is low. Provisions are valued at the cash value of the anticipated costs, whereby a value-added tax rate is raised taking account of current market expectations in respect of the impact of interest and of risks specific to the obligation concerned. Any increases in provisions resulting exclusively from the compounding of interest are recorded in the income (profit and loss) statement as interest expenses with the corresponding impact on income. Location risks can arise from leased objects. Provisions for deficient rental cover are determined based on a consideration of individual locations. This also applies to locations where operations are continued if and when a comparison of unavoidable costs and planned sales in current corporate planning yields a deficient rental cover during the rental term. The provision may be valued no higher than the deficient rental cover remaining after a possible subleasing. In 2008 for the time after the three-year planning horizon an increase in sales revenue, personnel costs and material costs of 1 percent is applied. The discount rate is 4.5 percent. The reversal of the provisions occurs against the corresponding expense item.



trade payables Trade payables are recognised at amortised purchase cost. Their carrying amounts correspond largely to their fair values. They are due within one year.



Contingent liabilities Contingent liabilities are possible or existing obligations that arise from past events for which an outflow of resources is not considered probable. According to IAS 37 (Provisions, Contingent Liabilities and Contingent Assets), such liabilities should not be recognised in the balance sheet but disclosed in the notes.



income and expense realisation a) net sales Sales revenues comprise the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course of the Group’s activities. Sales revenues are shown net of value-added tax, returns, rebates and discounts and after eliminating sales within the Group. Income is realised as follows:
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a1) sale of goods – wholesale Revenues from the sale of merchandise as wholesalers are recognised when a group company has supplied products to a customer, the customer has accepted the products and the recoverability of the respective liability can be considered reasonably certain.



a2) sale of merchandise – retailing Revenues from the sale of merchandise are recognised when a group company sells products to a customer. Retail sales are generally settled in cash or by credit card. The recorded sales correspond to the gross revenues from the sale including any transaction-related credit card fees. These fees are recognised under sales costs. Expenses for the formation of provisions for discounts are considered during the period in which the sales are realised in line with statutory provisions. Sales revenues are reduced by the amounts concerned. Revenues from vouchers are realised at the time of their redemption. Merchandise remuneration claims are recognised as income or expense after the relevant invoices have been checked.



b) other income and expense realisation Other operating income is realised at the time of the provision of the given service or the transfer of risk to the customer. Operating expenses are recognised in income at the time the given service is made use of or caused. Lease income and rental expenses are adjusted in line with the economic substance of the relevant agreements and recognised on a pro rata basis. Income from dividends is recognised once the legal claim to payment has arisen.



management of financial risks a) financial risk factors Through its business activities, the Group is exposed to various financial risks – market risk (including currency risk, fair value interest risk and market price risk), credit risk, liquidity risk and cash flow risk. The Group’s overarching risk management system focuses on the unpredictable nature of financial market developments and aims to minimise the potentially negative effect on the Group’s financial situation. The Group uses financial derivatives to hedge against certain risks. During the reporting year, risk management was handled by the central finance department of Praktiker Group, which identifies, assesses and hedges financial risks in accordance with intra-group guidelines. The central finance department identifies, assesses and hedges financial risks in close cooperation with the operative units of the Group. This is based on the principles laid down in writing by the management board for cross-divisional risk management purposes as well as on guidelines existing for specific divisions. In line with these guidelines, there is no speculative trade in derivatives.



a1) Currency risk As an internationally active group, Praktiker Holding AG is exposed to currency risks deriving from fluctuations in the exchange rates of various foreign currencies. Currency risk results from anticipated future transactions, assets and liabilities carried in the balance sheet as well as net investments in foreign operations. A currency risk arises when future business transactions as well as assets and liabilities carried in the balance sheet are denominated in a currency other than the company’s functional currency. However, the Group sources the majority of its products that are sold in foreign-based outlets in the same country, which in most cases creates a form of “natural hedging”. The currency risk to which the Group is exposed is largely attributable to the conversion of financial liabilities denominated in a currency other than the company’s functional currency. This relates mainly to the item liabilities from finance leases in Romania, Ukraine, Poland and Hungary. The leasing obligations concerned are denominated in euro and amounted to € 118.266 m as of financial year-end on December 31, 2008 (previous year € 108.922 m). Conversion of this amount in the local financial statements into the relevant functional currency of the country concerned can result in high foreign exchange gains or losses.
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The following table shows the sensitivity of consolidated earnings before tax seen against the background of a reasonably expectable and fundamentally possible change in the conversion rate of the respective country currency:



effect on the result before taxes in € thousands



Currency development euro/foreign currency



2008



2007



+10%



– 11,827



– 10,892



– 10%



11,827



10,892



The currency risk arising from the conversion of liabilities from finance leases remains unsecured as a general rule. This also applies to risks attributable to the conversion of assets and liabilities held by foreignbased company units into the currency of the Group under review, as they do not impact on the Group’s cash flows.



a2) Credit risk No significant concentrations with respect to possible creditworthiness and default risks exist within the Group. Sales to customers are settled in cash or via commonly used credit cards. In individual cases, target credit sales are made for major customers, although only following a creditworthiness test. The maximum counterparty default risk is limited to the carrying amounts reported under item no. 20 and item no. 21 in the notes. Risks arising from the full or partial default of counterparties in connection with money investments or derivative financial instruments with positive market values are minimised via the stipulation and monitoring of individual maximum limits. The maximum limits concerned are based essentially on the ratings set by international agencies, whereby the maximum credit risk equates to the carrying amount of the items concerned. At the beginning of the second half of 2008, these upper limits were further reduced, i.e. short-term investments were distributed in smaller amounts across a larger number of banks with the highest credit ratings.



a3) liquidity risk Praktiker Bau- und Heimwerkermärkte AG acts as a liquidity depot within the Group. The multi-stage planning process ranges from a rolling three-year plan through to short-term planning specific to a given day. Any available liquidity surpluses are invested in short-term money market transactions with European banks. In May 2007, Praktiker agreed a new syndicated credit facility under the management of ABN Amro Bank N.V., Dresdner Kleinwort and WestLB AG. It provides for credit totalling € 200 m for a term of 5 years (and 2 extension options for 1 year each) replacing the previous credit line of € 165 m. The new credit line serves as an additional, general financial reserve and, as such, enhances Praktiker Group’s liquidity scope. The terms and conditions of the new facility are significantly more favourable than those of the previous credit line. For the purpose of the partial funding of the acquisition of Max Bahr, a convertible bond for € 150 m and a term to maturity of 5 years was placed on the capital markets in September 2006. In line with the capital management a continuous compliance of certain minimum standards takes place. So it is ensured e.g., that the Group equity at least matches 27 percent of the Group total assets or that the ratio of net debt and adjusted operating result is within a certain range. As of December 31, 2008, the following maturities existed in respect of the financial liabilities in line with IAS 39:
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in € thousands



dec. 31, 2008



dec. 31, 2007



liabilities from bonds



< 1 year 1 – 5 years > 5 years



0 138,089 0



0 134,159 0



liabilities from finance lease



< 1 year 1 – 5 years > 5 years



16,517 73,897 194,101



16,851 67,262 199,553



trade payables



< 1 year 1 – 5 years > 5 years



519,402 0 0



463,806 0 0



other liabilities



< 1 year 1 – 5 years > 5 years



14,447 0 51



14,927 0 61



a4) Cash flow and fair value interest risk In line with the previous year, the Group primarily has only non-current liabilities from the issuance of a convertible bond with a total maturity of 5 years in addition to its finance lease liabilities. In both the year under review and the previous year, no cash flow interest risk or fair value interest risk of any significance existed. It was therefore decided to forgo any sensitivity analysis.



b) derivative financial instruments and hedge accounting Derivative financial instruments are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured at their fair value applying on the given cut-off date. The method for the recognition of gains and losses depends on whether the derivative was qualified as a hedging instrument and, if this is the case, on the hedged item. The Group designates certain derivatives either as fair value hedges of the carried asset, of a liability or of a fixed corporate obligation or as cash flow hedges relating to transactions that are considered highly probable. When concluding transactions, the Group documents the nature of the hedge relationship between the hedge instrument and the underlying transaction, as well as the objective of the risk management and the underlying strategy. Moreover, at the start of the hedge relationship and, thereafter, on an ongoing basis, the Group documents its estimate as to whether the derivatives used in the given hedge relationship are highly effective in compensating for the changes in the fair value or cash flows of the underlying transaction. The fair values of the various derivative instruments used for hedging purposes are disclosed in Note 31. Movements on the cash flow hedge reserve are shown under “Changes in Equity”. The full fair value of the derivative financial instrument designated as a hedge derivative is recognised as a non-current asset or liability insofar as the residual term to maturity of the hedged underlying transaction is more than 12 months after the balance sheet date and as a current asset or liability insofar as the residual term to maturity is less than 12 months. Hedges which fulfil the strict criteria for the accounting of hedge relationships are carried as follows:



b1) fair value hedge Changes in the fair value of derivatives designated and qualified as fair value hedges are recognised in the profit and loss statement together with the changes in the fair value of the hedged asset or liability that are allocable to the hedged risk.
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b2) Cash flow hedge The effective portion of changes in the fair value of derivatives designated and qualified as cash flow hedges is recognised in equity. The ineffective share of value changes, in turn, is directly recognised in the income statement. Amounts recognised in equity are transferred to the income statement and recognised as income or expenses during the period in which the hedged underlying transaction has an effect on income (e.g. at the time that the future, hedged sale takes place). If, however, a hedged future transaction results in the recognition of a non-financial asset (e.g. inventory assets) or a liability, the gains and losses that were previously recognised in equity are included in the initial valuation of the purchase cost of the asset or liability concerned. When a hedging instrument expires, is sold or the hedging transaction no longer fulfils the criteria for hedge accounting, the cumulative gain or loss remains in equity, and is only recognised in profit or loss when the underlying transaction is effected. If future transactions are no longer expected to occur, the cumulative gains or losses that were recognised as equity must be transferred immediately to the income statement.



c) fair value determination The fair value of derivatives traded in an active market (e.g. publicly traded derivatives and available-forsale securities) is based on the stock market price as of the balance sheet date. The relevant stock market price of financial assets is the bank buying rate. The appropriate stock market price for financial liabilities is the bank selling rate. The fair value of foreign currency forward contracts is determined via the application of forward exchange rates as of the balance sheet date. In the case of trade receivables and liabilities, it is assumed that the nominal value less impairment corresponds to the fair value. The fair value of financial liabilities stated in the notes is determined by discounting future contractually agreed cash flows at the current market interest rate that the company would receive for comparable financial instruments.



usage of management assumptions and estimates The consolidated financial statements are prepared partly on the basis of assumptions and estimates that affect the level and disclosure of assets and liabilities, income and expenses and contingent liabilities carried during the relevant reporting periods. The assumptions and estimates refer largely to the assessment of the recoverability of asset values, the determination of economic useful lives and the collectability of receivables as well as the recognition and valuation of provisions. The assumptions and estimates are based on premises resting on the current state of knowledge at the time. In particular, expectations of future business developments were based on the circumstances prevailing as of the respective balance sheet date as well as on expectations of future global and sector developments considered to be realistic. Changes in the above parameters deviating from these assumptions and over which the management has no influence may cause actual amounts to differ from the original estimates. If actual developments deviate from expected developments, the premises and, if necessary, the carrying amounts of the affected assets and liabilities will be adjusted accordingly. It is the view of the management that the underlying assumptions and estimates were as a general rule not subject to significant risks – with the exception of the explanations in the following section – which means that a substantial adjustment of the carrying amounts of assets and liabilities in the balance sheet during the following financial year is unlikely, seen from the current perspective.
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Above all, the financial crisis and the resulting global downturn have made it more difficult to determine assumptions and estimates in preparing the current consolidated financial statements. This applies above all to the planning figures. However, in this connection, the management assumes that the forecasted results can also be generated. On the one hand, this estimation is based on the fact that the planning was made on the basis of very conservative premises, but also on the knowledge shared by all the management that appropriate countermeasures would be necessary in the event of negative development in sales. Nonetheless, due to the economic uncertainties, it cannot be precluded that actual amounts will differ from the original assumptions and estimates in individual cases during the next fiscal year, which may require a substantial adjustment of the carrying amount of the respective assets or liabilities. This could affect, in particular, the following types of assets and liabilities (carrying amounts listed as of December 31, 2008) – goodwill (€ 214.621 m), tangible assets (€ 490.292 m), deferred tax assets (€ 153.654 m), other long-term provisions (€ 58.665 m) and other short-term provisions (€ 34.268 m). The estimations and assumptions, which are associated with a significant risk in the form of a material adjustment of the carrying amount of the assets and liabilities within the next fiscal year, are explained in the following:



a) goodwill impairment The Group examines annually whether there is an impairment of goodwill. The recoverable amount of cash generating units (CGUs) is determined on the basis of value in use calculations. These calculations are necessarily based on assumptions (see item no. 16). Even if the cash flows of the coming three years were 10 percent lower than management estimated in its three year plan (given otherwise unchanged planning premises), the carrying amount of the goodwill would not have to undergo downward revision. The same would apply if the expected discount rate applied in the calculation of the values in use were 10 percent higher than management’s estimate.



b) deferred income tax assets Deferred tax assets are recognised only if it is probable that they can be utilised in the future. The realisation depends, in particular, on the future development of earnings and the realisation of additional tax saving potential. Based on current planning, there arose an impairment requirement for the deferred income tax assets of € 53.867 m (see item no. 17). All estimates and assessments are continually evaluated and are based on historical experience and other factors including expectations of future events that are believed to be reasonable under the given circumstances.
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notes to the consolidated income statement 1. net sales Net sales result exclusively from supplies and show the following geographic breakdown:



in € thousands



2008



2008



2007



2007



Germany



2,665,619



2,862,121



International



1,241,157



1,082,877



romania



292,386



251,406



greece



285,358



265,257



poland



257,464



205,676



hungary



166,237



157,965



bulgaria



93,982



68,118



turkey



92,139



92,380



luxembourg



39,735



40,328



ukraine



13,856



1,747 3,944,998



3,906,776



2. other operating income



2008



2007



Central a/p clearing for sales divisions



20,734



22,202



income from supplier fees



14,293



4,253



lease/rental income



13,356



12,134



8,729



10,862



in € thousands



income from indemnities income from reversal of impairment losses other income



1,190



367



19,220



20,304



77,522



70,122



The sharp rise in income from supplier fees is mainly due to the partial refund of costs in connection with changes to the range in the Max-Bahr stores. Income from indemnities is predominantly the result of insurance payments in connection with fire damage in Thessaloniki, Greece, during both the reporting and previous years. Other income includes for the most part commercial earnings.



3. selling expenses The selling expenses mainly include personnel expense in the amount of € 470.500 m (previous year € 461.482 m), costs for running the stores such as costs for leasing, energy, cleaning and maintenance as well as depreciations amounting to € 451.847 m (previous year € 427.625 m) and advertising costs to the amount of € 140.255 m (previous year € 143.700 m). The increase of selling expenses results mainly from higher personnel costs and depreciations in connection with the expansion in foreign countries.



4. general administrative expenses General administrative expenses are € 1.376 m lower than in the previous year. The decrease is mainly due to the discontinuation of the one-time expenses incurred in the previous year in connection with the integration of Max Bahr.
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5. other operating expenses Other operating expenses for the most part include losses from the disposal of fixed assets amounting to € 466,000 (previous year € 580,000).



6. net financial result



in € thousands



2008



2007



61



6,860



9,313



10,816



interest and similar expenses



– 35,390



– 31,481



Interest income



– 26,077



– 20,665



foreign exchange price gains and losses



– 18,638



– 4,590



Investment income other interest and similar income



income from valuation results of currency forward contracts other financial expenses other financial income



332



– 630



– 5,017



– 3,547



22



58



Other financial result



– 23,301



– 8,709



Net financial result



– 49,317



– 22,514



In the previous year, investment income predominantly included revenues from the sale of investments. In accordance with IAS 17, leased assets are recognised as tangible assets where the underlying rental or lease contracts are finance leases. The interest portion of the leasing rates from finance leases included in interest and similar expenses amounts to € 25.618 m (previous year € 22.847 m). The interest and similar expenses item includes with € 3.930 m (previous year € 3.727 m) the non-cash increase of the financial liability resulting from the issue of the convertible bond (we refer to item no. 23). The borrowing rates ranged between 3.025 percent and 24.00 percent, the creditor interest rates between 0.15 percent and 17.05 percent. The measured foreign currency forward contracts have a term to maturity of up to one year. In the reporting year, the translation of liabilities from finance leases of international subsidiaries resulted in non-cash exchange gains of € 16.413 m (previous year € 10.976 m) and non-cash exchange losses of € 31.158 m (previous year € 16.152 m). The income from valuation results of currency forward contracts resulted completely from such derivatives as were not classed as hedging instruments.



7. income taxes



2008



2007



– 3,671



– 21



international



– 19,199



– 20,608



Deferred taxes



– 49,764



– 49,161



– 72,634



– 69,790



in € thousands



Income tax germany
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Income taxes fell due both in Germany and abroad (Luxembourg, Greece, Hungary, Netherlands, Switzerland, Romania, Bulgaria, and Poland). Income taxes include taxes paid or due in the individual countries as well as deferred taxes. As a result of the corporate tax reform, the German companies of the Praktiker Holding AG Group have been subject to an average trade tax of approximately 14.7 percent of trade income since 2008. This amount can not be deducted when calculating corporate income tax. From 2008, corporate income tax amounts to a standard rate of 15 percent for retained and distributed earnings, plus a 5.5 percent solidarity surcharge on statutory corporate income tax. The applicable income tax rate is 30.53 percent. Deferred taxes are determined on the basis of the tax rates expected to apply in each country upon realisation. In principle, the rates applied are those contained in currently valid laws or legislation that has been substantially enacted at the time of the balance sheet date. The decline in the income tax rate associated with the above-mentioned corporate tax reform led in the previous year to a remeasurement of deferred tax assets in the form of a sharp fall in earnings. Non-German income tax is calculated on the basis of the respective laws and regulations applying in the individual countries. The income tax rates applied to foreign companies vary in a range from 9.59 percent to 31.38 percent. The actual tax expenses of € 72.634 m are € 48.280 m higher than the estimated income tax expenses of € 24.354 m, which would have resulted if the German income tax rate had been applied to the Group’s taxable income for the year. Please refer to item no. 17 and 28 for details regarding the development of deferred tax assets and liabilities. Reconciliation of estimated to actual income tax expense as per the consolidated income statement:



in € thousands



group earnings before taxes



2008



2007



79,771



93,450



applicable income tax rate



30.53 %



39.15 %1



Expected income tax expenses



– 24,354



– 36,5851



4,919



10,3921



Effects of differing tax rates Tax effects of tax-free income



648



1,395



trade tax additions and deductions



– 783



– 512



non-deductible business expenses



– 2,920



– 6,284



– 52,666



– 4,602



– 1,201



– 27



Valuation allowance deferred tax credits on loss carry-forwards corporate tax deferred tax credits on loss carry-forwards trade tax adjustments to tax expenses of prior periods



13,235



0



adjustments by reason of tax rate changes



– 263



0



adjustments by reason of tax rate changes (corporate tax reform 2008)



0



– 42,005



other deviations



– 9,249



8,438



Total tax effects



– 53,199



– 43,597



Actual tax expenses



– 72,634



– 69,790



previous year adjusted according to the applicable income tax rate effective on december 31, 2007 (ias 12.81).



1
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8. minority interests The Group net income allocable to minority interests of € 1.085 m (previous year € 1.078 m) relates almost exclusively to minority shareholders of Bâtiself S.A. It will be distributed to the minority shareholders in the following year.



9. depreciation/amortisation Depreciation on tangible assets amounts to € 62.391 m (previous year € 55.633 m), depreciation on intangible assets amounts to € 5.113 m (previous year € 4.321 m). Impairment of fixed assets amounting to € 3.881 m (previous year € 3.459 m) accrued.



10. Cost of goods sold The cost of sales corresponds fully to the position cost of goods sold.



11. personnel expenses Personnel expenses can be broken down as follows:



2008



2007



464,097



457,799



97,050



96,031



(219)



(177)



561,147



553,830



in € thousands



wages and salaries social security payments, expenses for pensions and related employee benefits (thereof pension expenses)



Personnel expenses include employer contributions to state pension insurance of € 47.794 m (previous year € 44.260 m). Please refer to item no. 24 for details on expenses related to provisions for pensions. Annual average number of group employees:



2008



2007



white collar



26,541



25,854



blue collar



2,014



1,597



799



784



29,354



28,235



number of employees



apprentices/trainees



The above figure includes an absolute number of 10,953 (previous year 11,343) part-time employees. On the basis of full-time equivalents, the percentage of employees working outside Germany rose to 44 percent from 39 percent the year before.



12. other taxes Other taxes of € 2.788 m (previous year € 3.839 m) are included in selling expenses and administrative expenses.
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13. earnings per share a) basic Basic undiluted earnings per share are calculated by dividing the profit attributable to equity holders of the company by the weighted average number of ordinary shares in issue in the financial year under review.



earnings per share



2008



2007



earnings allocable to equity holders (in € thousands)



6,052



22,582



58,000



58,000



0.10



0.39



average number of shares issued (in thousands) basic earnings per share (€ per share)



b) diluted When determining the diluted earnings per share, the profit attributable to equity holders is adjusted to take account of changes in expenses and income, which would arise from the conversion of those potential ordinary shares with a diluting impact. The only potentially diluting effects concern the convertible bonds issued by the Praktiker Group in September 2006. The average number of shares issued during the reporting period is supplemented by the number of such additional ordinary shares that would have been in circulation if all those potential ordinary shares with a diluting impact would have been converted. In the reporting period, as in the corresponding period of the previous year, there would have been a higher result per share taking into account the potential common shares. The convertible bonds thus offer protection against dilution and have therefore not to be included in the determination of the diluted earnings per share in line with IAS 33.41. The diluted earnings per share in the 2007 and 2008 financial years thus corresponds to the basic earnings per share as given in the table above. A diluted result per share of € 0.46 was inadvertently listed on page 76 of the annual report of Praktiker Holding AG for 2007.
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notes to the consolidated balance sheet non-current assets The assets included in non-current assets developed as follows during the fiscal year:



in € thousands



intangible assets



property, plant and equipment



financial assets



Total



Cost of acquisition as at January 1, 2008



311,450



863,429



127



1,175,006



Currency translation



– 474



– 29,112



–2



– 29,588



additions



7,506



110,126



0



117,632



disposals



2,759



62,701



111



65,571



transfers



– 20



327



0



307



315,703



882,069



14



1,197,786



27,886



399,563



5



427,454



Currency translation



– 405



– 12,249



0



– 12,654



additions, scheduled



5,113



62,391



0



67,504



0



3,881



0



3,881



2,539



60,404



0



62,943



As at December 31, 2008



Depreciation as at January 1, 2008



additions, impairment loss disposals, scheduled disposals, impairment loss



0



215



0



215



reversal of impairment losses



0



1,190



5



1,195



30,055



391,777



0



421,832



Book value at December 31, 2008



285,648



490,292



14



775,954



book value at december 31, 2007



283,564



463,866



122



747,552



As at December 31, 2008



Depreciation is stated in the income statement under selling expenses (€ 66.585 m), administrative expenses (€ 4.651 m) and cost of goods sold (€ 148,000). No hypothecation or collateralisation exists. The reversal of impairment losses to tangible assets (€ 1.190 m) and impairment losses amounting € 3.797 m resulted from the impairment tests on property, plant and equipment. Intangible assets no longer included any internally generated assets as per December 31, 2008.
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The assets included in non-current assets developed as follows during the previous fiscal year:



in € thousands



intangible assets



property, plant and equipment



financial assets



Total



145,208



545,809



356



691,373



Cost of acquisition as at January 1, 2007 Currency translation



83



– 4,011



1



– 3,927



164,031



176,325



25



340,381



additions



4,695



163,166



0



167,861



disposals



2,567



17,567



255



20,389



transfers



0



– 293



0



– 293



311,450



863,429



127



1,175,006



17,823



272,017



34



289,874



Change in consolidation scope



As at December 31, 2007



Depreciation as at January 1, 2007 Currency translation



80



410



0



490



Change in consolidation scope



8,207



84,730



0



92,937



additions, scheduled



4,321



55,633



0



59,954



0



3,459



0



3,459



additions, impairment loss disposals, scheduled



2,545



16,164



0



18,709



disposals, impairment loss



0



155



0



155



reversal of impairment losses



0



367



29



396



27,886



399,563



5



427,454



Book value at December 31, 2007



283,564



463,866



122



747,552



book value at december 31, 2006



127,385



273,792



322



401,499



As at December 31, 2007
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14. goodwill and other intangible assets The other intangible assets include brand names, concessions, industrial property rights and similar rights as well as licenses for such rights and values. Additions to other intangible assets concern exclusively purchased software. Internally generated intangible assets do not exist. The brand Max Bahr has an unlimited useful life while the other intangible assets have a limited useful life.



goodwill



brand max bahr



other intangible assets



Total



as at January 1, 2008



214,621



56,766



40,063



311,450



Currency translation



0



0



– 474



– 474



additions



0



0



7,506



7,506



disposals



0



0



2,759



2,759



in € thousands



Cost of acquisition



transfers



0



0



– 20



– 20



214,621



56,766



44,316



315,703



as at January 1, 2008



0



0



27,886



27,886



Currency translation



0



0



– 405



– 405



Change in consolidation scope



0



0



0



0



additions



0



0



5,113



5,113



disposals



0



0



2,539



2,539



As at December 31, 2008



Depreciation



0



0



30,055



30,055



Book value at December 31, 2008



214,621



56,766



14,261



285,648



book value at december 31, 2007



214,621



56,766



12,177



283,564



As at December 31, 2008
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The intangible assets included in non-current assets developed as follows during the previous fiscal year:



goodwill



brand max bahr



other intangible assets



Total



as at January 1, 2007



116,590



0



28,618



145,208



Currency translation



0



0



83



83



98,031



56,766



9,234



164,031



0



0



4,695



4,695



in € thousands



Cost of acquisition



Change in consolidation scope additions disposals



0



0



2,567



2,567



214,621



56,766



40,063



311,450



as at January 1, 2007



0



0



17,823



17,823



Currency translation



0



0



80



80



Change in consolidation scope



0



0



8,207



8,207



additions



0



0



4,321



4,321



disposals



0



0



2,545



2,545



As at December 31, 2007



Depreciation



0



0



27,886



27,886



Book value at December 31, 2007



214,621



56,766



12,177



283,564



book value at december 31, 2006



116,590



0



10,795



127,385



As at December 31, 2007
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15. property, plant and equipment In the fiscal year under review, tangible assets developed as follows:



in € thousands



buildings, fixtures, land



other plant, business and office equipment



assets under construction



Total



Cost of acquisition as at January 1, 2008



504,644



356,068



2,717



863,429



Currency translation



– 17,044



– 11,920



– 148



– 29,112



additions



49,003



42,425



18,698



110,126



disposals



946



61,473



282



62,701



transfers



8,259



1,472



– 9,404



327



543,916



326,572



11,581



882,069



as at January 1, 2008



172,061



227,502



0



399,563



Currency translation



– 3,612



– 8,637



0



– 12,249



additions, scheduled



26,559



35,832



0



62,391



0



3,881



0



3,881



311



60,093



0



60,404



As at December 31, 2008



Depreciation



additions, impairment loss disposals, scheduled disposals, impairment loss



98



0



215



0



215



transfers



151



– 151



0



0



reversal of impairment losses



206



984



0



1,190



As at December 31, 2008



194,642



197,135



0



391,777



Book value at December 31, 2008



349,274



129,437



11,581



490,292



book value at december 31, 2007



332,583



128,566



2,717



463,866
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The tangible assets included in non-current-assets developed as follows in the previous fiscal year:



buildings, fixtures, land



other plant, business and office equipment



assets under construction



Total



as at January 1, 2007



340,231



198,168



7,410



545,809



Currency translation



– 5,136



1,128



–3



– 4,011



Change in consolidation scope



81,678



93,778



869



176,325



additions



89,916



70,659



2,591



163,166



disposals



2,416



15,144



7



17,567



transfers



371



7,479



– 8,143



– 293



504,644



356,068



2,717



863,429



as at January 1, 2007



140,040



131,977



0



272,017



Currency translation



– 1,042



1,452



0



410



Change in consolidation scope



14,784



69,946



0



84,730



additions, scheduled



22,035



33,598



0



55,633



0



3,459



0



3,459



2,090



14,074



0



16,164



7



148



0



155



– 1,452



1,452



0



0



in € thousands



Cost of acquisition



As at December 31, 2007



Depreciation



additions, impairment loss disposals, scheduled disposals, impairment loss transfers reversal of impairment losses



207



160



0



367



As at December 31, 2007



172,061



227,502



0



399,563



Book value at December 31, 2007



332,583



128,566



2,717



463,866



book value at december 31, 2006



200,191



66,191



7,410



273,792



Land and buildings are recognised exclusively at their amortised cost of purchase/construction. The purchase obligations entered for tangible assets are listed under item no. 34. Assets that are available to Praktiker Holding AG Group under a finance lease are included in tangible assets under buildings and fixtures with carrying amounts of € 227.083 m (previous year € 240.908 m) and relate to leased buildings. Finance leases generally have initial terms of between 10 and 33 years with options upon expiration to extend them at least once for five years. The interest rates in the leases vary by market and date of signing between 4.1 percent and 20.3 percent. In addition to finance leases, Praktiker Group has also signed other types of leases classified as operating leases based on their economic value. The initial term ranges between one year and 20 years. Some operating leases include contract extension options of between one year and 20 years as well as price adjustment clauses.
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Payments due under finance and operating leases in the indicated periods are shown below:



up to 1 year



1 to 5 years



over 5 years



Total



future lease payments due



41,897



159,603



281,160



482,660



discounts



25,380



85,706



87,059



198,145



present value



16,517



73,897



194,101



284,515



281,545



1,006,366



1,193,108



2,481,019



6,175



11,201



3,014



20,390



in € thousands



Finance leases



Operating leases future lease payments due future lease payments anticipated from subleasing



The above figures relate above all to rental contracts for rented buildings. The expenses shown in the income statement include € 309.441 m from operating leases (previous year € 306.161 m) and € 6.053 m from finance leases (previous year € 6.050 m). This figure also includes conditional lease payments which, however, only account for a small portion of total lease payments. Income from the subleasing of assets shown in the income statement amounted to € 10.204 m (previous year € 10.378 m).



16. impairment tests a) on goodwill Under goodwill, the amounts allocable to Max Bahr Holzhandlung GmbH & Co. KG with a carrying amount of € 98.031 m, Praktiker Baumärkte GmbH with a carrying amount of € 60.153 m, and Praktiker GmbH with a carrying amount of € 54.736 m are of material importance to the Praktiker Holding AG Group. For the purpose of impairment testing a part of the goodwill of Max Bahr Holzhandlung GmbH & Co. KG was – according to IAS 36.80 – also assigned to other cash generating units (CGU), that are benefiting from the synergies of the merger. Accordingly € 22.869 m were assigned to Praktiker Bau- und Heimwerkermärkte AG, € 10.555 m to Praktiker Baumärkte GmbH and € 11.141 m were attributed to Praktiker GmbH. Basis for this allocation was the CGUs proportion to the net sales. With respect to goodwill, the locations of one legal entity are considered as a cash generating unit (CGU). In this case, the impairment test was therefore conducted for the CGUs “Praktiker Baumärkte GmbH”, “Praktiker GmbH”, “Max Bahr” and “Praktiker Bau- und Heimwerkermärkte AG”. The brand Max Bahr was completely assigned to the CGU “Max Bahr”. The recoverable amounts of the CGUs are based on a calculation of their value in use. These calculations are based on projected cash flows derived from the management’s three-year operating plan. Cash flows after this three-year period are extrapolated on the basis of the following data:
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In the case of the CGUs “Praktiker Baumärkte GmbH”, “Praktiker GmbH”, “Max Bahr” and “Praktiker Bau- und Heimwerkermärkte AG” constant operating earnings after taxes were assumed for the periods for which no concrete planning exists. The management’s assessment is based on past developments and anticipated future market developments. The calculation of values in use for the four CGUs mentioned was based on a discount rate of 8.5 percent (previous year 8.6 percent), which reflects the specific risks of the cash generating units. Based on the impairment tests of goodwill and brand Max Bahr, no impairment occurred.



b) on cash-generating-unit level Impairment tests on fixed asset items occur on a store level, whereby the individual store is considered to be a CGU. On a per-location basis, the planned sales revenues over the basic rental term are compared with the planned costs, whereby the latter include appropriate central cost components, which are necessary for the operation of the individual stores. Should the planned costs exceed the planned sales revenues, corresponding impairment on the given fixed asset items is undertaken. In 2008 for the time after the three-year planning horizon an annual increase in sales revenue as well as in direct personnel costs and material costs of 1 percent is applied. The discounting of future cash flows occurred at the risk-free market interest rate of 4.5 percent. The management’s assessment is based on past developments and anticipated future market developments. Based on the impairment tests carried out, impairment on fixed assets occurred amounting to € 7.285 m (previous year € 4.679 m).



17. deferred income tax assets Based on existing planning figures for the coming years, the management assumes that the recognised deferred tax assets recognised as of December 31, 2008 can be realised in the future. These planning figures take account of the fact that past tax losses are partly based on irregularly recurring negative income effects. In addition, there are planning opportunities not reflected in the existing planning figures through which loss carry-forwards could be made utilisable during the realisation period. According to IAS 12.34, a deferred tax asset for as yet unused tax losses must be recognised to the extent that it is probable that future taxable profit will be available against which the unused tax losses can be utilised. The certainty of a forecast decreases the further the realisation period lies in the future. Therefore, for the period beyond the periods for which there is a specific planning (2009 to 2011), the taxable profit was continued with a probability discount which rise with increasing time. Accordingly to this in the financial year 2008 there was a realisation period of 10 years and an allowance on the deferred tax assets of € 53.867 m. So potential corporate tax benefits totalling € 64.612 m (previous year € 12.014 m) were thus not capitalised as the underlying loss carry-forwards are unlikely to be utilised. This corresponds to € 392.122 m (previous year € 67.223 m) in unutilisable loss carry-forwards. In case of the trade tax potential tax benefits totalling € 1.228 m (previous year € 27,000) were thus not capitalised as the underlyling loss carry-forwards are unlikely to be utilised. This corresponds to € 8.348 m (previous year € 185,000) in unutilisable loss carry-forwards. However, it must also be noted that the predominant part of the loss carry-forwards has not been “lost”. In Germany, where most of the potential tax benefits have incurred, there is currently no time limitation for loss carry-forwards. Currently the tax profit result in Germany is also negatively impacted with goodwill amortisation. This expense occurs for the last time in 2022. These factors tend to indicate the recoverability of the deferred tax asset. But we believe an allowance of the item in the IFRS consolidated financial statements, similar to the approach described in the above paragraph, is appropriate also considering the current economic uncertainty. The valuation allowance has no effect on the Group’s cash flow.
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The recoverability of deferred tax receivables is checked regularly on the basis of budget and planning figures. Continued target/performance comparisons to ensure planning quality are carried out, and planning premises are adjusted regularly. These calculations are based on a three-year medium-term plan. The deferred tax assets apply to the following balance sheet items:



in € thousands



goodwill other fixed assets property, plant & equipment (finance lease) inventories other receivables and assets



dec. 31, 2008



dec. 31, 2007



18,873



22,9881



3,418



2,3451



426



293



3,994



1,670



3,804



5,165



loss carry-forwards on corporate taxes



25,189



74,492



loss carry-forwards on trade taxes



19,626



23,205



1,218



1,376



provisions for pensions and similar commitments other provisions



11,813



4,925



liabilities from finance leases



60,963



62,580



3,673



4,528



657



0



153,654



203,567



other liabilities interest carry-forwards on interest stripping rule



1



previous year adjusted.



Deferred tax assets from deductible temporary differences and tax loss carryforwards that exceed deferred tax liabilities from taxable temporary differences are recognised only if and when it is more than likely that the company will generate sufficient taxable income to realise the respective benefit. Deferred tax receivables developed as follows:



2008



2007



as at January 1



203,567



198,831



Currency translation



– 1,596



105



0



18,265



expenses in income statement



– 48,317



– 13,634



As at December 31



153,654



203,567



in € thousands



first time consolidation max bahr



Of the total amount of deferred tax assets, an amount of € 20.991 m (previous year € 19.788 m) will be realised within a period of 12 months and an amount of € 132.663 m (previous year € 183.779 m) after more than 12 months.
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18. financial instruments The financial instruments were split into the following categories pursuant to IFRS 7:



Carrying amount Category



dec. 31, 2008



dec. 31, 2007



loans and receivables



lar



313,791



369,258



available-for-sale financial assets



afs



14



17



in € thousands



Evaluation category



financial assets/liabilities at fair Value through profit and loss



afVtpl



assigned as financial assets held for trading



fahft



972



2,059



assigned as financial liabilities held for trading



flhft



0



0



assigned as financial liabilities accounted as heding intruments financial liabilities measured at amortised Cost 1 liabilities from finance leases



n/a



390



0



flaC



671,600



612,953



n/a



284,515



283,666



in annual report 2007 including liabilities from finance lease.



1



The allocation of the financial instrument categories to the respective balance sheet items as of December 31, 2008 and as of December 31, 2007 including fair value details is shown in the following table:



amounts recognised in balance sheet according to ias 39 Category in accordance with ias 39



Carrying amount Dec. 31, 2008



at (amortised) cost



assigned to category available-for-sale



afs



14



14



assigned to category loans and receivables



lar



0



Cash and cash equivalents



lar



233,321



233,321



Trade receivables



lar



16,282



16,282



lar



64,187



64,187



fahft



972



flaC



138,089



138,089



n/a



284,515



284,515



flaC



519,402



519,402



flaC



14,108



14,108



n/a



390



in € thousands



fair value recognised in equity



fair value recognised in profit or loss



Assets Other financial assets



Other receivables and other assets assigned to category loans and receivables assigned as financial assets held for trading



972



Equity and liabilities Financial commitments liabilities from bonds liabilities from finance lease Trade payables Other liabilities assigned as financial liabilities at amortised Costs assigned as derivative in hedge-relation
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Other financial assets include investments for which there is no active market, where the fair value cannot be reliably determined and which are therefore carried at amortised cost. This relates to a holding of Praktiker Polska Sp. z o.o. in MGA METRO Group Advertising Polska Sp. z o.o.i. Spólka Sp.K amounting to PLN 10,000 (10 percent) and in MGL METRO Group Logistics Polska Sp. z o.o.i. Spólka Sp.K of PLN 50,000 (3.7 percent), which are reported as financial assets available for sale. The fair value of liabilities from bonds amounted at the closing date to € 96.195 m (previous year € 147.000 m). The fair value of liabilities from finance lease amounted at the closing date to € 303.019 m (previous year € 321.096 m).



amounts recognised in balance sheet according to ias 39



in € thousands



Category in accordance with ias 39



Carrying amount Dec. 31, 2007



at (amortised) cost



fair value recognised in equity



fair value recognised in profit or loss



Assets Other financial assets assigned to category available-for-sale



afs



17



17



assigned to category loans and receivables



lar



105



105



Cash and cash equivalents



lar



207,769



270,769



Trade receivables



lar



24,993



24,993



73,391



Other receivables and other assets assigned to category loans and receivables assigned as financial assets held for trading



lar



73,391



fahft



2,059



flaC



134,159



134,159



2,059



Equity and liabilities Financial commitments liabilities from bonds liabilities from finance lease Trade payables



n/a



283,666



283,666



flaC



463,806



463,806



flaC



14,988



14,988



n/a



0



Other liabilities assigned as financial liabilities at amortised Costs assigned as derivative in hedge-relation
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The following tables show an analysis of the financial assets with effect of financial year-end of the year under review and of the previous year:



of which: not impaired on the reporting date and past due in the following periods Carrying amount Dec. 31, 2008



of which: neither impaired nor past due on the reporting date



≤ 90 days



> 90 ≤ 180 days



> 180 ≤ 270 days



> 270 ≤ 360 days



> 360 days



of which: thereof impaired



lar



313,790



294,498



12,814



1,518



2,198



484



1,576



702



afs



14



14



0



0



0



0



0



0



972



972



0



0



0



0



0



0



in € thousands



fahft



of which: not impaired on the reporting date and past due in the following periods



in € thousands



Carrying amount Dec. 31 ,2007



of which: neither impaired nor past due on the reporting date



≤ 90 days



> 90 ≤ 180 days



> 180 ≤ 270 days



> 270 ≤ 360 days



> 360 days



of which: thereof impaired



369,258



359,979



4,399



735



2,056



400



316



1,373



17



17



0



0



0



0



0



0



2,059



2,059



0



0



0



0



0



0



lar afs fahft



The value adjustments of the loans and receivables category logged on a dedicated value adjustment account developed as follows:



in € thousands



2008



2007



allowances of the category “lar“ as at January 1



7,931



5,344



– 71



13



0



1,716



Currency translation adjustment Changes in consolidation additions use reversal reclassification Allowances of the category “LaR“ as at December 31



2,147



2,891



– 1,972



– 1,794



– 272



– 200



45



– 39



7,808



7,931



Net gain or loss (– ) from financial instruments and finance lease, subdivided according to the individual valuation categories of IFRS 7, is as follows:



net gain/loss by category 2008



2007



lar



7,403



8,864



afs



61



0



in € thousands



loans and receivables available-for-sale financial assets financial assets/liabilities at fair Value through profit and loss assigned as financial assets/liabilities held for trading financial liabilities measured at amortised Cost 1 liabilities from finance lease



afVtpl fahft/flhft



– 718



1,168



flaC



– 15,650



– 18,711



n/a



– 40,363



– 27,697



in annual report 2007 including liabilities from finance lease.



1
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Net results from financial instruments include measurement results, amortisation and reversals, results from currency translation and interest, dividends and all other effects on income from financial instruments. The financial instruments at fair value through profit and loss item include only results from those instruments which are not designated as hedging instruments as part of a hedging relationship in line with IAS 39. Please refer to item no. 31 for further details concerning derivative financial instruments.



Current assets 19. inventories Inventories comprise exclusively merchandise. Breakdown of inventories by country:



in € thousands



dec. 31, 2008



Germany



dec. 31, 2008



dec. 31, 2007



International



dec. 31, 2007



599,778



670,060



209,908



218,211



romania



50,526



37,751



poland



45,521



58,283



greece



36,659



33,989



hungary



32,180



31,152



bulgaria



20,880



16,986



turkey



17,994



20,105



ukraine



7,281



4,619



luxembourg



7,170



7,023 809,686



888,271



The purchase cost of inventories is recognised as expense at the time of revenue recognition and is included in the cost of goods sold at a value of € 2,546.057 m (previous year € 2,629.422 m). During the reporting year, reversals of valuation allowances on inventories of € 37,000 (previous year € 5.025 m) and impairment of € 7.110 m (previous year € 5.435 m) were included in the cost of goods sold. In the previous year, € 3.989 m of the impairment resulted from the varying valuation of Max Bahr inventories as part of the opening balance sheet (IFRS 3 versus subsequent valuation as per IAS 2).



20. trade receivables All trade receivables have a remaining term of up to one year. The fair values of the trade receivables correspond to their carrying amounts. There is no concentration of creditworthiness risks with respect to trade receivables as the Group has a large number of customers at different international locations.



dec. 31, 2008



dec. 31, 2007



trade receivables (gross)



18,882



28,204



allowance



– 2,600



– 3,211



Trade receivables (net)



16,282



24,993



in € thousands
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Of the value adjustments undertaken in the previous year, € 1.630 m (previous year € 1.455 m) were used, € 62,000 (previous year € 126,000) were released and € 1.059 m (previous year € 645,000) reallocated in the reporting period.



21. other receivables and assets



dec. 31, 2008



dec. 31, 2007



other assets (gross)



89,261



100,516



allowance



– 5,208



– 4,720



Other assets (net)



84,053



95,796



in € thousands



Of the value adjustments undertaken in the previous year, € 342,000 (previous year € 339,000) were used, € 210,000 (previous year € 74,000) were released and € 1.088 m (previous year € 2.246 m) reallocated in the reporting period. All key other receivables and other assets have a remaining term of up to one year. The other assets include merchandise commission claims toward suppliers amounting to € 33.546 m (previous year € 39.347 m), other tax refund claims of € 5.927 m (previous year € 9.125 m) as well as derivative financial instruments of € 972,000 (previous year € 2.059 m). Please refer to item no. 31 for further details concerning derivative financial instruments. The carrying amounts of the monetary assets included in these items correspond to their market values. As in the previous years, there are no limitations to the title or right to dispose of the other receivables or other assets shown in this section. The other assets include prepaid expenses and deferred expenses of € 8.907 m (previous year € 8.055 m).



22. Cash and cash equivalents



dec. 31, 2008



dec. 31, 2007



bank/Cash on hand



103,935



51,485



Cash on deposit



129,386



219,284



233,321



270,769



in € thousands



The effective interest rates for bank deposits vary between 0.15 percent and 17.05 percent, the terms range from 1 to 90 days. As in the previous year, no pledges exist in respect of the credit balances held by banks.



23. equity a) share capital The share capital is divided into 58,000,000 (previous year 58,000,000) individual bearer shares with a respective notional value in the share capital of € 1.00 (previous year € 1.00). Total share capital thus amounts to € 58,000,000. As per year-end, seven institutions held shares of voting rights subject to mandatory reporting requirements of more than 3 or 5 percent: IGM Financial Inc., Winnipeg (Canada) – and thus Mackenzie Inc., Winnipeg (Canada), the Mackenzie Financial Corporation, Toronto (Canada), and Mackenzie Cundill Investment Management Ltd., Vancouver (Canada) – exceeded the 5 percent voting rights threshold on August 11, 2008, and held at that time 5.09 percent of the voting rights. In the case of IGM Financial Inc., Mackenzie Inc. and Mackenzie Financial Corporation this corresponds to 2,952,106 voting rights and 2,950,000 voting rights at Mackenzie Cundill Investment Management Ltd.
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On November 20, 2008, the voting rights of Odey Asset Management LLP, London (UK), exceeded the threshold of 5 percent. On that date the voting rights was 5.03 percent. This corresponds to 2,919,195 voting rights. Universities Superannuation Scheme Limited, Liverpool (UK), notified us that its voting rights exceeded the threshold of 3 percent of the voting rights on September 29, 2008, and was 3.17 percent on that date. This corresponds to 1,836,000 voting rights. Polar Capital LLP, London (UK), notified us that its voting rights exceeded the threshold of 3 percent of the voting rights on November 19, 2008, and was 3.09 percent on that date. This corresponds to 1,796,686 voting rights. The voting rights held by Artisan Partners Limited Partnership, Milwaukee (USA) – and thus by Artisan Investment Corporation, Milwaukee (USA), ZFIC Inc., Milwaukee (USA), Mr Andrew A. Ziegler (USA) and Mrs Carlene M. Ziegler (USA) – exceeded the 3 percent voting rights threshold on August 13, 2008, and is now 3.01 percent. This corresponds to 1,744,618 voting rights. General Capital Group Fund Advisor N.V., Curacao (Netherlands Antilles), the GCG Germany Fund I, George Town (Cayman Islands) and Dr. Hubertus Hoffman (UK) – notified us that their voting rights exceeded the threshold of 3 percent on October 8, 2008, and is now 3.01 percent. This corresponds to 1,747,000 voting rights. During the period under review, UBS AG, Zurich (Switzerland), moved above or below the 3 percent and 5 percent reporting thresholds several times. At the end of the reporting period, UBS AG held 3.93 percent of the voting rights as per its voting rights report dated December 10, 2008 (corresponding to 2,281,042 shares), whereby the shares concerned were in trading ownership. As shares with a short-term investment strategy, the company’s shares were not considered to be in fixed ownership in accordance with the definition prescribed by Deutsche Börse AG. As such, 100 percent of the shares of the company under review were considered to be in free float as of December 31, 2008. Minority interests comprise third-party stakeholdings in the equity of consolidated subsidiaries. As per year’s end, these amounted to € 1.503 m (previous year € 1.504 m).



b) authorised capital The Annual General Meeting of Praktiker Holding AG of September 26, 2005 authorised the management board to increase the company’s share capital, with the prior approval of the supervisory board, by issuing new shares in exchange for cash contributions or non-cash contributions in one or several tranches for a total maximum of € 25,000,000 by September 25, 2010 (authorised capital). By resolution of the Annual General Meeting, the authorised capital may be used through the issuance of new shares in exchange for cash contributions up to an amount of € 25,000,000, whereby a subscription right is to be granted to existing shareholders. A portion of the authorised capital may be used up to an amount of € 5,000,000 through the issuance of new shares in exchange for non-cash contributions. A subscription right for shareholders is excluded here. A portion of the authorised capital up to an amount of € 5,000,000 may be used through the issuance of new shares in exchange for cash contributions for the purpose of issuing shares to employees of the company or of companies under its control. A subscription right for shareholders is excluded here. Within the limits of authorised capital, each of the above-mentioned capital increases may be used only up to the stated limit. The sum total of all capital increases must not exceed the total amount of authorised capital. The management board is authorised to determine all further details relevant to share rights and the terms to which the issuing of shares is subject with the prior approval of the supervisory board. The resolution of the Annual General Meeting of September 26, 2005 to create authorised capital was entered into the commercial register on November 2, 2005.



c) Contingent capital for the issue of convertible bonds and warrant-linked bonds The Annual General Meeting of June 27, 2006 approved a new authorisation of the company’s management board to issue warrant-linked and/or convertible bonds and create new contingent capital for this purpose. The maximum admissible par value of the warrant-linked and/or convertible bonds amounts to € 600,000,000 and the new contingent capital amounts to € 29,000,000. Moreover, the management board
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was to be authorised by the Annual General Meeting of June 27, 2006 to issue warrant-linked and/or convertible bonds until June 26, 2011 subject to approval by the supervisory board. With the coming into effect of this resolution, the existing authorisation and the corresponding contingent capital were to be waived. In the event that the issue of option warrants and/or convertible bonds is made in return for non-cash contributions, the management board undertakes to make use of its authorisation to exclude shareholder subscription rights to the given option warrants and/or convertible bonds only up to an amount equating to 20 percent of the share capital existing at the time of the authorisation coming into effect or at the time of the authorisation being exercised, should the value of the latter be less. As such, the increase in contingent capital for the purposes of servicing such option warrants and/or convertible bonds as are issued in return for non-cash contributions is limited to an amount totalling max. € 11,600,000 or the equivalent of 11,600,000 no-par bearer shares.



d) authorisation to acquire treasury shares The company was authorised via the resolution passed by the Annual General Meeting held on May 30, 2008, to acquire company shares up until November 29, 2009. The authorisation is limited to the acquisition of the company’s own shares with a notional stake in share capital of a total of maximum € 5,800,000. The authorisation can be exercised in one go or in instalments on one or multiple occasions. The acquisition can occur via the stock market or via a public repurchase offer. Should the acquisition of shares take place via the stock market, the price per share paid by the company (excluding ancillary purchase costs) must not exceed or fall short of the opening price determined in Xetra trading (or via a functionally comparable successor system replacing the Xetra system) on the Frankfurt stock exchange by more than 10 percent on the given trading day. Should the acquisition take place via a public repurchase offer addressed to all company shareholders, the offered purchase price per share (excluding ancillary purchase costs) must not exceed or fall short of the final auction price in Xetra trading (or via a functionally comparable successor system replacing the Xetra system) on the Frankfurt stock exchange by more than 20 percent on the 4th to 10th trading day prior to the date of the publication of the offer. The volume of the offer can be limited. If the overall subscription of the offer exceeds this volume, the acceptance declarations are as a general rule to be considered proportionately. The preferential acceptance of smaller units of up to 100 shares per shareholder can be envisaged. In addition, authorisation by the Annual General Meeting of May 30, 2008, was given to deploy equity derivatives in the context of acquiring own shares pursuant to Article 71 Section 1 No. 8 of the German Stock Corporation Act. The acquisition of own shares may be implemented using call or put options. The management board was authorised to sell put options, to buy call options and to buy own shares using a combination of put and call options. All share purchases using put options, call options or a combination of put and call options are limited to own shares with a notional share of the share capital not exceeding € 2.9 m. The duration of the options must be selected in such a way that the acquisition of own shares resulting from the exercise of options takes place before the end of November 29, 2009.



e) reserves The development of the capital reserves and the other reserves is outlined in the “Changes in equity” section. We add the following supplementary information: The change in minority interests of € –1,000 results from the change of the equity capital of the Luxembourg subsidiary from € 3.957 m as per December 31, 2007 to € 3.952 m as per December 31, 2008. Other stakeholders hold a share of 38 percent of the equity capital of this subsidiary. Other shareholders also have a stake in Calixtus Grundstücksverwaltungsgesellschaft mbH amounting to 5.19 percent; equity increased by € 1,000 over that of the previous year (€ 2,000). As per September 28, 2006, Praktiker Finance B.V. issued convertible bonds totalling a nominal amount of € 150,000,000 that was subject to a warrant by Praktiker Bau- und Heimwerkermärkte Holding AG. The bonds were denominated in units of € 100,000 and a term to maturity until September 28, 2011 (due date). The bonds are accompanied by an option for conversion into no-par shares bearing the name of the stockholder Praktiker Bau- und Heimwerkermärkte Holding AG, with a notional value in the company’s share capital of € 1.00 each, which, according to the discretionary power of the respective stakeholder, may be ex-
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ercised from November 8, 2006 until September 19, 2011, in accordance with the loan terms at a conversion price set at issuance of € 33.77 (subject to possible adjustments for dividend payouts and capital changes). The convertible bonds are to carry a 2.25 percent annual interest on their nominal value. These interest payments are to be made retrospectively every year on the interest payment date. The first interest payment is due on September 28, 2007. The bonds are due to paid on the due date at their nominal value together with the accrued interest, provided that they have not already been paid back, converted or bought back and cancelled. The issuer is entitled to cancel the bonds in full or in part, provided a notice of cancellation of no less than 15 days and no more than 30 days is given. A precondition for cancellation is that the share price has exceeded 130 percent of the conversion price, applicable on the respective trading day, for a minimum of 20 trading days within a period of 40 consecutive trading days, starting on or after September 28, 2009. In this case, the issuer shall pay back the cancelled bonds on the chosen payback date at their nominal amount, along with the interest accrued by the end of the day immediately preceding the chosen repayment date. Pursuant to IAS 32.29, the carrying amount of the convertible bond at the time of issuance was divided into financial liability and equity components. The fair value of the liability component and that of the equity component were determined with effect of the issuing date of the convertible bond. The fair value of the liability component recorded under non-current liabilities was calculated on the basis of the market interest rates for equivalent non-convertible bonds (5.45 percent) and amounted to € 129.475 m at the time of issuance. The residual value (€ 20.525 m) representing the conversion rights is reported under other capital reserves in equity. The financial liability increases over time, with an effect on net income, and comes to an amount equalling the difference between the effective interest paid and the hypothetical market rate of interest. The increase concerned amounted to € 3.930 m in the 2008 fiscal year with the result that the liability component of the convertible bond is accounted for at a value of € 138.089 m with effect of December 31, 2008, thus equating to its fair value determined via discounting cash flows at 5.45 percent. Transaction costs associated with the issuance were classified as credit capital components or equity components of the convertible bond proportional to the allocation of raised capital in accordance with IAS 32.38. At the time the convertible bonds were issued, the granted conversion rights corresponded to around 4.4 million non-par shares from the contingent capital. No use was made of the conversion option up to the end of the period under review.



24. provisions for pensions and similar commitments The amount set aside for provisions in the balance sheet is determined as follows:



2008



2007



defined benefit obligation



545



651



unrecognised actuarial gain



181



44



Provisions as at December 31



726



695



in € thousands
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Pension expenses can be broken down as follows:



in € thousands



2008



2007



interest expenses



35



33



recognised actuarial gain



–3



– 15



service cost



10



61



Expenditure for pensions



42



79



Pension expenses from direct and indirect company pensions include the service costs and the actuarial losses, which are included in the cost of sales, selling expenses and general administrative expenses, as well as in the interest expense, which is shown in the net financial result. The provisions shown in the balance sheet developed as follows:



in € thousands



provision as at January 1



2008



2007



695



516



addition max bahr



0



111



interest expenses



35



33



recognised actuarial gain



–3



– 15



services cost



10



61



pension payments



– 11



– 11



Provision as at December 31



726



695



The above figures include an amount of € 11,000 (previous year € 11,000) with a term to maturity of up to one year. Actuarial gains/losses were considered on the basis of the corridor approach. The development of the defined benefit obligation is shown on the following chart:



in € thousands



defined benefit obligation (dbo) as at January 1



2008



2007



651



628



addition max bahr



0



112



interest expenses



35



33



– 140



– 172



10



61



pension payments



– 11



– 11



Defined benefit obligation (DBO) as at December 31



545



651



recognised actuarial gain services cost
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25. other provisions The other provisions developed as follows during the reporting year:



personnel related obligations



real estate related obligations



obligations from merchandise trading



other obligations



Total



of which with a term of up to 1 year



14,152



45,433



9,469



23,550



92,604



42,938



addition



2,505



8,034



4,407



12,450



27,396



20,124



release



1,495



2,866



1,910



3,637



9,908



6,370



utilisation



2,391



6,639



4,781



3,245



17,056



10,959



Currency translation



– 130



0



0



– 369



– 499



– 361



transfers



– 151



43



125



– 323



– 306



– 11,103



337



365



0



0



702



0



12,827



44,370



7,310



28,426



92,933



34,269



in € thousands



as at Jan. 1, 2008



accrued interest As at Dec. 31, 2008



Personnel-related obligations essentially encompass obligations arising from anniversaries, severance and pre-retirement, part-time work. It is expected that an amount totalling € 281,000 will be used for the 2009 financial year. Real-estate related obligations relate for the most part to provisions for location risks. Long-term provisions were discounted at a rate of 4.5 percent. It is expected that an amount totalling € 11.667 m will be used in 2009. Obligations from merchandise trading result from guarantee obligations and provisions for discounts to major customers. It is expected that an amount totalling € 6.533 m will be used in 2009. Total expected costs to be incurred are € 7.310 m. On the balance sheet date, the other provisions include for the most part obligations from store closures of € 1.166 m (previous year € 1.409 m) as well as process and supplier risks and matters relating to fiscal law of € 12.455 m (previous year € 10.132 m). This item also includes an amount for € 4.708 m as a result of a fine for alleged price collusion levied by the Polish antitrust authorities against the Polish group company Praktiker Polska Sp. z o.o., as is the case with almost all other large DIY retailers in Poland. Praktiker Polska Sp. z o.o. is currently contesting this fine in legal proceedings. It is expected that an amount totalling € 9.052 m from other provisions will be used in the 2009 financial year. Total expected costs to be incurred are € 28.426 m. The addition of accrued interest on long-term rental provisions resulted in interest expenses of € 365,000 (previous year € 451,000). Provisions with a term of more than five years totalling € 1.746 m (previous year € 2.417 m) are attributable to real estate-related liabilities.
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26. financial commitments including the maturities of contractual cash flows from financial commitments The carrying amounts of the financial liabilities equate approximately to their respective fair values. The levels of payment flows anticipated from the financial debts with effect of December 31, 2008 and December 31, 2007 are shown in the following tables:



Carrying amount Dec. 31, 2008



Cash flow 2009



Cash flow 2010– 2013



Cash flow 2014ff



liabilities from bonds



138,089



3,375



155,881



–



liabilities from finance lease



284,515



41,897



159,603



281,160



Trade payables



519,402



519,402



–



–



Other liabilities



14,498



14,498



–



–



–



–



–



–



390



390



–



–



Carrying amount Dec. 31, 2007



Cash flow 2008



Cash flow 2009– 2012



Cash flow 2013ff



liabilities from bonds



134,159



3,375



159,256



–



liabilities from finance lease



283,666



41,205



151,243



292,012



Trade payables



463,806



463,806



–



–



Other liabilities



in € thousands



Financial commitments



thereof forward exchange transaction without a hedge relation thereof forward exchange transaction designated as cash flow hedge



in € thousands



Financial commitments



14,988



14,988



–



–



thereof forward exchange transaction without a hedge relation



–



–



–



–



thereof forward exchange transaction designated as cash flow hedge



–



–



–



–



Trade payables are due without interest and within one year. The carrying amount of trade payables therefore corresponds to the total of future cash flows. The same applies to the other liabilities items reported in the above table, which contain exclusively financial liabilities within the meaning of IAS 39. Derivatives are included with their net cash flows if they have negative market values and thus represent liabilities. Derivatives with positive market values are assets and are therefore not included. For further details, please refer to the information provided on financial instruments (item no. 18).
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27. other liabilities Other liabilities are recognised at the amounts to be repaid. They can be broken down as follows:



dec. 31, 2008



dec. 31, 2007



payroll liabilities



36,897



39,272



tax liabilities



20,510



40,571



liabilities related to social insurance



2,870



2,523



prepayments received on orders



7,128



7,229



deferred income



6,774



8,467



in € thousands



miscellaneous other liabilities



14,498



14,988



88,677



113,050



The miscellaneous other liabilities comprise a multitude of individual items. The balance sheet items listed under other liabilities reflect the fair values of these liabilities.



28. deferred tax liabilities The deferred tax liabilities are allocated to the following balance sheet items:



dec. 31, 2008



dec 31, 2007



goodwill



19,797



12,736



building finance leases



49,823



54,166



other fixed assets



22,437



21,285



inventories



13,433



14,714



receivables and other assets



126



465



provisions for pensions and similar commitments



545



392



in € thousands



other provisions



1,310



872



financial liabilities



3,636



4,837



111,107



109,467



2008



2007



109,467



50,212



193



– 145



Deferred tax liabilities developed as follows:



in € thousands



as at January 1 Currency translation first time consolidation max bahr expenses in income statement As at December 31



0



23,873



1,447



35,527



111,107



109,467



Of the total deferred tax liabilities, an amount of € 13.793 m (previous year € 15.533 m) will be realised within a period of 12 months and an amount of € 97.314 m (previous year € 93.934 m) after more than 12 months.
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29. trade payables All key trade liabilities have a remaining term to maturity of up to one year.



30. Current income tax liabilities This item relates to corporate tax liabilities of € 7.018 m (previous year € 8.389 m) as well as trade tax liabilities of € 3.093 m (previous year € 6.505 m).



31. derivative financial instruments Forward currency transactions were concluded to hedge group-internal loans denominated in foreign currencies, resulting in a short-term asset amounting to € 581,000 (previous year € 1.262 m) as of financial year-end, included in the balance sheet item other receivables and miscellaneous assets. The forward currency transactions were not classed as hedge instruments as they did not meet the requirements set out under IAS 39.88. They generated income amounting to € 885,000 (previous year € 1.168 m) in the period under review as well as expenses of € 553,000 (previous year € 1.799 m). Derivative financial instruments were also concluded during the reporting year to hedge the first and third tranches of payment from the share bonus scheme in 2009 and 2011. It was reported in the balance sheet with effect of December 31, 2008 under the balance sheet item other receivables and miscellaneous assets at the fair value of € 391,000 (previous year € 796,000). In this case too, it could not be classed as a hedge instrument as defined under IAS 39. The expense from the valuation as of financial year-end of € 1.050 m (previous year € 1,000) was therefore recorded with the corresponding impact on income. Furthermore, as of December 31, 2008, there were foreign exchange futures designated as cash flow hedges. These hedge the highly likely expected future payments associated with the construction of a DIY store in Hungary. The cash outflows forecast from this will probably be realised for the last time in September 2009. As of December 31, 2008, financial liabilities of € 390,000 resulted from cash flow hedges. The amount on the cash flow hedge which is recognised directly in equity (€ 390,000) will be part of the purchase costs of the non-financial asset at the initial recognition.



32. appropriation of net income and balance sheet profit Based on a resolution of the management and supervisory boards of Praktiker Holding AG an amount of € 12.144 m from the net income of € 24.288 m was transferred to other revenue reserves according to Article 58 Section 2 of the German Stock Corporation Act. The management board of Praktiker Holding AG proposes paying a dividend of € 0.10 per share (previous year € 0.45 per share) of the balance sheet profit of € 17.039 m to the company’s shareholders, transferring an amount of € 11.000 m to other revenue reserves and to carry forward the remaining amount of € 239,155 to new account. The sum totals of the dividend, of the amount to be transferred to other revenue reserves and of the amount carried forward as profit are each based on the company’s share capital, currently amounting to € 58,000,000 and divided into 58,000,000 individual bearer-denominated shares, that has vote and dividend entitlements on the date that the Annual General Meeting for 2009 is convened. To the extent that the number of shares with dividend entitlements changes during the period up until the date of the Annual General Meeting, the proposed resolution concerning the appropriation of the balance sheet profit is to be modified such that the dividend amount per share remains unchanged while the amount of total dividend payout, the amount to be transferred to other revenue reserves and the amount carried forward as profit is to be adjusted accordingly.
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notes to the segment data 33. segment report



in € thousands



net sales



domestic operations 2008



foreign operations 2008



reconciliation 2008



Total 2008



2,667,462



1,241,157



– 1,843



3,906,776



other operating income



71,717



17,460



– 11,655



77,522



earnings before interest, taxes, depreciation and amortisation



85,252



115,220



0



200,472



earnings before interest, taxes and amortisation



45,202



83,886



0



129,088



earnings before interest and taxes



45,202



83,886



0



129,088



depreciation and impairment



40,050



31,334



0



71,384



investments



47,978



69,654



0



117,632



1,218,532



539,026



52



1,757,610



462,466



215,505



– 5,509



672,462



segment assets segment liabilities operating location (number) selling space in 1,000 sq m employees at december 31 (full time basis/excl. trainees)



336



100



0



436



2,094



696



0



2,790



12,078



10,966



0



23,044



Reconciliation of earnings before interest and taxes to the Group net income:



domestic operations 2008



foreign operations 2008



reconciliation 2008



Total 2008



45,202



83,886



0



129,088



financial result



0



0



0



– 49,317



Earnings before taxes



0



0



0



79,771



income taxes



0



0



0



– 72,634



Group net income



0



0



0



7,137



in € thousands



earnings before interest and taxes
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domestic operations 2007



foreign operations 2007



reconciliation 2007



Total 2007



2,864,042



1,082,877



– 1,921



3,944,998



other operating income



62,091



17,618



– 9,587



70,122



earnings before interest, taxes, depreciation and amortisation



80,521



98,856



0



179,377



earnings before interest, taxes and amortisation



41,100



74,864



0



115,964



earnings before interest and taxes



41,100



74,864



0



115,964



depreciation and impairment



39,421



23,992



0



63,413



investments



54,102



113,759



0



167,861



1,154,629



508,802



– 910



1,662,522



422,624



245,147



– 46,568



621,203



segment assets segment liabilities operating location (number) selling space in 1,000 sq m employees at december 31 (full time basis/excl. trainees)



337



88



0



425



2,099



613



0



2,712



12,398



9,694



0



22,092



Reconciliation of earnings before interest and taxes to the Group net income:



domestic operations 2007



foreign operations 2007



reconciliation 2007



Total 2007



41,100



74,864



0



115,964



financial result



0



0



0



– 22,514



Earnings before taxes



0



0



0



93,450



income taxes



0



0



0



– 69,790



Group net income



0



0



0



23,660



in € thousands



earnings before interest and taxes



PRAKTIKER GROUP ANNUAL REPORT 2008



117



Consolidated finanCial statements



notes to the segment data



The segment report was prepared in accordance with IAS 14. The segment report has not been divided into a primary and a secondary reporting format. Since the Praktiker Holding AG Group operates almost exclusively in the home improvement and DIY business, a geographic division is based on the locations of the home improvement and DIY stores. The earnings together with the assets and liabilities of the foreign based Praktiker Finance B. V. (Netherlands) and of the cross-divisional service company of Praktiker Group Buying HK Ltd. (Hong Kong) were allocated to the domestic segment in 2008. The earnings together with the assets and liabilities of the foreign based cross-divisional service company of Praktiker International AG (Switzerland) were split into foreign and domestic components and allocated to the relevant source. Transfers between the different regions are carried out at arm’s length prices. The same applies to transfers between the segments. Non-cash income and expenses consist for the most part of changes in deferred tax assets and liabilities, the non-cash financial result and currency translation (domestic segment: 2008 € 18.420 m, 2007 € 4.156 m; foreign segment: 2008 € – 10.804 m, 2007 € – 8.809 m). The item “Depreciation and impairment” includes in 2008 (2007) € 37.461 m (€ 36.027 m) depreciation concerning domestic operations and € 30.042 m (€ 23.927 m) depreciation concerning foreign operations. The impairment in 2008 (2007) amounts to € 2.589 m (€ 3.394 m) for domestic operations and € 1.292 m (€ 65,000) for foreign operations. The reversals of valuation allowances 2008 (2007) concerning only domestic operations and amounting € 1.190 m (€ 396,000). The investments relate to tangible and intangible assets. Segment assets comprised current and non-current assets (including other financial assets), adjusted for interest bearing receivables and liquid funds as well as deferred income. Segment assets do not include the following items: • Tax liabilities • Provisions for tax risks and • Liabilities from other financial transactions. The effects of consolidation measures were stated separately in the column ”reconciliation“. Of the goodwill stated as per December 31, 2008 (€ 214.621 m), € 212.921 m relates to the domestic segment and € 1.700 m the foreign segment.
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Reconciliation of segment assets with the company assets reported in the balance sheet:



in € thousands



Segment assets other financial assets tax receivables Cash and cash equivalents financial receivables deferred tax assets Assets according to the balance sheet



dec. 31, 2008



dec. 31, 2007



1,757,610



1,662,522



14



122



7,896



10,545



233,321



270,768



1,009



6,259



153,654



203,567



2,153,504



2,153,783



Reconciliation of segment liabilities with the company liabilities reported in the balance sheet:



in € thousands



Segment liabilities tax risk provisions



dec. 31, 2008



dec. 31 ,2007



672,462



621,203



7,499



6,033



liabilities from finance lease



284,514



283,665



liabilities from bonds



138,089



134,159



30,621



55,465



tax liabilities liabilities from financial transactions deferred tax liabilities Liabilities according to the balance sheet



1,268



2,349



111,107



109,467



1,245,560



1,212,341
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other notes 34. Contingent liabilities and other financial obligations Purchasing obligations were made for tangible assets amounting to € 8.277 m (previous year € 4.358 m). The Praktiker Holding AG Group has made purchasing commitments for non-capitalisable consumer goods of € 427,000 (previous year € 1.168 m). Please refer to the obligations from finance and operating leases listed under item no. 15.



35. related party transactions IAS 24 requires the presentation of the most important related party transactions. Related parties are considered to be companies or persons that can be influenced by the reporting group or that can influence the Group. The Praktiker Group did not enter into any transactions with related parties as defined by IAS 24 during the period under review and in this respect has no reporting obligations. Related parties include members of management in key positions. With regard to the Praktiker Group, these are the members of the management board and the supervisory board. As in 2007, companies in the Praktiker Group did not enter into any transactions subject to mandatory reporting requirements with members of the management board or supervisory board or their relatives during the year under review. With regard to the remuneration of members of the management board and supervisory board, please refer to item no. 40 and the remuneration report within management reporting.



36. auditor’s fees Following auditor’s fees were recognised as expenses in fiscal year 2008:



in € thousands



2008



financial statements auditing



619



audit related services and other audit work



243



other services



662 1,524



37. statement of compliance with the german Corporate governance Code On December 17, 2008, the management board and the supervisory board of Praktiker Holding AG issued their statement of compliance with the recommendations of the government’s German Corporate Governance Code commission pursuant to Article 161 of the German Stock Corporation Law and published it on the Internet home page of Praktiker Holding AG.



38. election to be exempt from article 264 section 3 of the german Commercial Code The following domestic subsidiaries in the legal form of stock corporations or partnerships have elected to be exempt from disclosing their annual financial statements including the management report and the notes for the fiscal year January 1 to December 31, 2008, in accordance with Article 264 Section 3 of the German Commercial Code: • Praktiker Bau- und Heimwerkermärkte AG, Kirkel • Praktiker Baumärkte GmbH, Kirkel • Praktiker GmbH, Kirkel • Praktiker Vierte Baumärkte GmbH, Kirkel • BMH Baumarkt Holding GmbH, Kirkel • Calixtus Grundstücksverwaltungsgesellschaft mbH, Kirkel • Praktiker Grundstücksbeteiligungsgesellschaft mbH, Kirkel • Praktiker Services GmbH, Kirkel
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• KIG GmbH, Kirkel • MAX der kleine Baumarkt GmbH, Hamburg • Antenor Vermögensverwaltungsgesellschaft mbH, Hamburg • Praktiker Objektgesellschaft mbH, Kirkel • Küchen DIY-Vertriebs GmbH, Kirkel • Max Bahr Holzhandlung GmbH & Co. KG, Hamburg 39. the management and supervisory boards of praktiker holding ag Members of the management board are:



name



division



wolfgang werner Chairman



• • • • • 



Distribution Germany Location Management Germany Internal Audit extra BAU+HOBBY Business Development (since 03/21/2008)



michael arnold labour director (until 03/20/2008)



• international business • internationalisation • personnel (until 03/20/2008)



thomas ghabel



• • • • • • • • • 



Karl-heinz stroh labour director (from 03/21/2008)



• Personnel (from 03/21/2008) • Coaching Praktiker Services GmbH (since 01/01/2009)



pascal warnking



• • • • 



finance Legal and Contract law (until 03/20/2008: legal) M&A (since 03/21/2008) investor relations/public relations Controlling (since 02/01/2008 including product Controlling) it/organisation (until 09/30/2008, thereafter in praktiker services gmbh) Accounting/Taxes (until 03/20/2008: Accounting/balance sheets/taxes) Coaching max bahr (since 02/01/2008) Coaching Praktiker Services GmbH (from 10/01/2008 until 12/31/2008)



Procurement (since 03/21/2008) Category Management marketing Product Controlling (until 01/31/2008)/logistic (until 09/30/2008, thereafter in praktiker services gmbh) • Coaching max bahr (until 01/31/2008)
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Members of the supervisory board are:
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name



profession/other mandates



dr. Kersten v. schenck (Chairman)



attorney at law and notary public a) Chairman of the supervisory board of praktiker bau- und heimwerkermärkte ag member of the supervisory board of thyssenKrupp ag



marliese grewenig1 (Vice Chairwoman)



Chairwoman of the general workers Council of praktiker bau- und heimwerkermärkte ag and of the group workers Council of praktiker bau- und heimwerkermärkte holding ag a) Vice Chairwoman of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008 and since 06/16/2008)



barbara-Viktoria beckers1 (until 05/30/2008)



department head of praktiker bau- und heimwerkermärkte ag a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



dr. norbert bensel



board member transport and logistic of db mobility logistics ag a) member of the supervisory board of db fernverkehr ag (until 08/01/2008) Chairman of the supervisory board of db mobility logistics ag (formerly stinnes ag) (until 05/20/2008) member of the supervisory board of db regio ag member of the supervisory board of db services immobilien gmbh Chairman of the supervisory board of railion deutschland ag Chairman of the supervisory board of schenker ag Chairman of the supervisory board of schenker deutschland ag member of the supervisory board of deVK deutsche eisenbahn Versicherung sach- und huK-Versicherungsvereins a.g. member of the supervisory board of deVK rückversicherungs- und beteiligungs-ag member of the supervisory board of praktiker bau- und heimwerkermärkte ag member of the supervisory board of sparda bank berlin eg b) Chairman of the supervisory board of schenker & Co. ag, austria (since 12/09/2008)



helmut biegel1 (until 05/30/2008)



department head of praktiker bau- und heimwerkermärkte ag a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



hans-dieter Clingen1 (until 05/30/2008)



member of the general workers Council of praktiker gmbh (until 03/31/2008), afterwards partial retirement a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



ulrich grillo



Chairman of the management board of grillo-werke ag a) member of the supervisory board of iKb deutsche industriebank ag (since 03/27/2008) member of the supervisory board of mateco ag member of the supervisory board of praktiker bau- und heimwerkermärkte ag



dr. Kay hafner



managing partner of hafner & Cie. Corporate advisory services gmbh a) member of the supervisory board of dietz immobilien ag (since 08/21/2008) member of the supervisory board of praktiker bau- und heimwerkermärkte ag



ebbe pelle Jacobsen (since 05/30/2008)



Chairman of the management board (“pdg”) of delsey sa, france a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 05/30/2008) b) Vice Chairman of the supervisory board (“nästformand for bestyrelsen”) of boConcept a/s, denmark Chairman of the supervisory board (“styreformand”) of hag/rh/rbm group, norway member of the supervisory board (“bestyrelsesmedlem”) of KViK a/s, denmark Chairman of the supervisory board (“ordförande”) of netonnet ab, sweden



anja Keuchel1 (since 05/30/2008)



trade union secretary in the administration office of the ver.di union, district hamburg a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)



ulrich Kruse1 (since 05/30/2008)



Chairman of the general workers Council of max bahr holzhandlung gmbh & Co. Kg a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)



Johann C. lindenberg



businessman a) member of the supervisory board of bdo deutsche warentreuhand ag wirtschaftsprüfungsgesellschaft member of the supervisory board of esso deutschland gmbh member of the supervisory board of exxonmobil Central europe holding gmbh member of the supervisory board of gruner & Jahr ag & Co Kg Chairman of the supervisory board of hamburg messe und Congress gmbh Chairman of the supervisory board of J.J. darboven holding Verwaltungs ag member of the supervisory board of praktiker bau- und heimwerkermärkte ag b) Chairman of the supervisory board of elbphilharmonie hamburg bau gmbh & Co. Kg (since 10/09/2008)
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dr. wolf-dietrich loose (until 05/30/2008)



attorney at law a) member of the supervisory board of babcock borsig ag (until 01/31/2008) member of the supervisory board of caption ag Chairman of the supervisory board of iVa Valuation & advisory ag wirtschaftsprüfungsgesellschaft Chairman of the supervisory board of Kaufhalle ag member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008) Chairman of the supervisory board of schwarz pharma ag b) Chairman of the supervisory board of deKra personaldienste gmbh member of the partners Committee of metro group asset management gmbh & Co. Kg



alexander michel1 (since 05/30/2008)



department head of praktiker bau- und heimwerkermärkte ag a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)



Zygmunt mierdorf



member of the management board of metro ag a) Chairman of the supervisory board of adler modemärkte gmbh member of the supervisory board of praktiker bau- und heimwerkermärkte ag member of the supervisory board of real holding gmbh (Chairman until 05/26/2008) member of the supervisory board of tÜV süd ag b) Chairman of management board of extra Verbrauchermärkte management gmbh (until 04/09/2008) member of the supervisory board of lp holding gmbh Chairman of the partners Committee of metro group asset management gmbh & Co. Kg (until 04/04/2008) Chairman of the supervisory board of tertia handelsbeteiligungsgesellschaft mbh (until 04/26/2008) member of the administrative Council of wagner international ag, swiss



rainer reichenstetter1 (until 05/30/2008)



trade union secretary in the national administration office of the ver.di union a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



rigobert rumpf1 (since 05/30/2008)



department head of praktiker bau- und heimwerkermärkte ag Vice Chairman of the general workers Council of praktiker bau- und heimwerkermärkte ag a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)



ernst schauff1 (since 05/30/2008)



Chairman of the general workers Council of praktiker baumärkte gmbh a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)0



hans-Josef schmitz1 (since 05/30/2008)



Vice Chairman of the general workers Council greater area hamburg of max bahr holzhandlung gmbh & Co. Kg a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (since 06/16/2008)



frank schuster1 (until 05/30/2008)



Commercial employee of praktiker bau- und heimwerkermärkte ag a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



prof. dr. harald wiedmann



attorney at law, tax adviser, auditor a) member of the supervisory board of merz gmbh & Co. Kgaa member of the supervisory board of praktiker bau- und heimwerkermärkte ag member of the supervisory board of prime office ag member of the supervisory board of prosiebensat.1 media ag member of the supervisory board of senator gmbh & Co. Kgaa member of the supervisory board of wincor nixdorf ag b) Chairman of the administrative board of berenberg bank Joh. berenberg, gossler & Co. Kg



axel willrath1 (until 05/30/2008)



employee of praktiker baumärkte gmbh a) member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008)



rüdiger wolff1



trade union secretary in the national administration office of the ver.di union a) member of the supervisory board of galeria Kaufhof gmbh member of the supervisory board of praktiker bau- und heimwerkermärkte ag (until 05/30/2008 and since 06/16/2008)



employee representative.



a) member of other statutory supervisory boards of domestic companies. b) member of comparable german and foreign boards of business enterprises.



1
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40. Compensation of the supervisory board and the management board Total compensation of the members of the management board amounted to € 3.353 m for the 2008 fiscal year (€ 2.697 m for the 2007 fiscal year). The members of the supervisory board received total compensation of € 1.161 m for the 2008 fiscal year (€ 1.239 m for the 2007 fiscal year). The details in respect of the above required under sec. 314 sent. 1 no. 6 sent. 5 to 9 HGB (German Commercial Code) are included in the Group management report in accordance with the provisions set out under sec. 315 para. 2 no. 4 HGB (German Commercial Code).



assurance of legal representatives “To the best of our knowledge, and in accordance with the applicable reporting principles, the consolidated financial statements give a true and fair view of the assets, liabilities, financial position and profit or loss of the Group, and the Group management report includes a fair review of the development and performance of the business and the position of the Group, together with a description of the principal opportunities and risks associated with the expected development of the Group”.



Kirkel, Germany, March 19, 2009 The management board



Wolfgang Werner
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Thomas Ghabel



Karl-Heinz Stroh



Pascal Warnking
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auditor‘s report



auditor‘s report We have audited the consolidated financial statements prepared by the Praktiker Bau- und Heimwerkermärkte Holding AG, Kirkel, comprising the balance sheet, the income statement, statement of changes in equity, cash flow statement and the notes to the consolidated financial statements, together with the Group management report for the business year from January 1 to December 31, 2008. The preparation of the consolidated financial statements and the Group management report in accordance with the IFRSs, as adopted by the EU, and/or the additional requirements of German commercial law pursuant to § (Article) 315a Abs. (paragraph) 1 HGB (“Handelsgesetzbuch”: German Commercial Code) is the responsibility of the parent Company‘s Board of Managing Directors. Our responsibility is to express an opinion on the consolidated financial statements and on the Group management report based on our audit. We conducted our audit of the consolidated financial statements in accordance with § 317 HGB and German generally accepted standards for the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer (Institute of Public Auditors in Germany) (IDW). Those standards require that we plan and perform the audit such that misstatements materially affecting the presentation of the net assets, financial position and results of operations in the consolidated financial statements in accordance with the applicable financial reporting framework and in the Group management report are detected with reasonable assurance. Knowledge of the business activities and the economic and legal environment of the Group and expectations as to possible misstatements are taken into account in the determination of audit procedures. The effectiveness of the accounting-related internal control system and the evidence supporting the disclosures in the consolidated financial statements and the Group management report are examined primarily on a test basis within the framework of the audit. The audit includes assessing the annual financial statements of those entities included in consolidation, the determination of the entities to be included in consolidation, the accounting and consolidation principles used and significant estimates made by the Company´s Board of Managing Directors, as well as evaluating the overall presentation of the consolidated financial statements and the Group management report. We believe that our audit provides a reasonable basis for our opinion. Our audit has not led to any reservations. In our opinion based on the findings of our audit the consolidated financial statements comply with the IFRSs as adopted by the EU and the additional requirements of German commercial law pursuant to § 315a Abs. 1 HGB and give a true and fair view of the net assets, financial position and results of operations of the Group in accordance with these requirements. The Group management report is consistent with the consolidated financial statements and as a whole provides a suitable view of the Group‘s position and suitably presents the opportunities and risks of future development.



Frankfurt am Main, Germany, March 19, 2009 PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft Philip Marshall



Dr. Herbert Knoop



Wirtschaftsprüfer



Wirtschaftsprüfer



(German Public Auditor)



(German Public Auditor)
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RepoRt of the SupeRviSoRy BoaRd



RepoRt of the SupeRviSoRy BoaRd foR the yeaR 2008 The 2008 financial year at Praktiker Bau- und Heimwerker-



did the reports and documents submitted to the supervisory



märkte Holding AG was marked by the process of consolida-



board. Any investment and disinvestment issues relevant



tion in the DIY sector and the global financial crisis. In this



to the period under review were discussed with regard to



intensely competitive environment, the focus of the business



their strategic aspects and their socio-political impact. The



activities was on strengthening the profile of the two-brand



supervisory board satisfied itself that the management board



strategy further, expansion abroad and the continuation and



took appropriate measures with regard to risk management



optimisation of the Easy-to-Shop concept in Germany. This



and compliance.



was also reflected in the work undertaken by the supervisory board, which concentrated on the strategic development of the Group, its positioning in the European market and a



Discussions and resolutions focused primarily on the following topics:



number of key individual measures in the year under review. • Corporate strategy, planning, business development and



Supervision of the management board



economic situation



During the period under review, the supervisory board



• Adoption of the annual and financial statements for the



regularly monitored and advised the management board in



company and the Group and review of the management



line with relevant statutory requirements and the company



reports for the company and the Group for 2007



statutes, as well as by way of the execution of its duties in accordance with the German Corporate Governance Code.



• Management board’s proposal on the allocation of net profit for 2007



In this respect the supervisory board was directly involved in



• Presentation of an election proposal for the appoint-



all decisions of significant relevance for Praktiker Bau- und



ment of the auditor by the Annual General Meeting and



Heimwerkermärkte Holding AG and the Group via the per-



assigning of the audit contract in accordance with the



sonal presentations and written reports of the management board and the circulation procedures. The reports made by the management board were transmitted in time and complied with the requirements set out under § 90 AktG (German Stock Corporation Act). The positioning of the company and the Group, the planned corporate strategy and business prospects both at home and abroad, as well as any develop-



resolution of the Annual General Meeting • Bundling of large parts of the international procurement in the central procurement division • Continuation of the international expansion of the Praktiker Group • Continuation and optimisation of the Easy-to-Shop concept



ments in business deviating from the set plans and targets



• Development of a new marketing concept



together with the reasons for the developments concerned,



• Preparation of the 2008 Annual General Meeting



were explained to the supervisory board by the management



• Election of the supervisory board chairman and the



board and discussed with it.



deputy and filling of the committees • Extension of the syndicated loan



The chairman of the supervisory board was in constant contact with the management board. He was continuously informed about the current development in the company’s



• Conception of the Praktiker Services GmbH • New version of management board’s plan for the allocation of responsibilities



business position, key business transactions and management



• Appointment of Mr Karl-Heinz Stroh as labour director



board decisions via the submission of minutes of the manage-



• 2009 budget and 2010/2011 plan, against the background



ment meetings held regularly, via personal meetings and information provided by telephone, as well as promptly informed about the development in the sales and earnings situation.



of the latest macro-economic developments • Compliance with the recommendations of the German Corporate Governance Code and adjustment of the bylaws of supervisory board



Supervisory board meetings



• Personnel strategy



The supervisory board held ordinary meetings on March 19, May 30, September 17 and December 17, 2008, and a



The supervisory board also checked its own efficiency.



constituent meeting on May 30, 2008, following the election



This was done through self-assessment, using a question-



of the members of the supervisory board. No extraordinary



naire. The results were used as the basis for the further im-



meetings were convened in 2008. No supervisory board



provement of the supervisory board’s work.



member attended less than half of the meetings. All matters requiring the approval of the supervisory At these meetings, the current business development and



board were examined with particular care. The by-laws



the company’s risk position underwent intense discussion, as



governing the actions of the management board and super-
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visory board are designed such that all decisions of par-



• Personnel matters relating to the management board,



ticular importance, in particular the company’s asset, in-



• the new version of the management board’s plan for the



come and risk position, or decisions that are beyond the



allocation of responsibilities.



bounds of the company’s normal business operations, require supervisory board approval. The matters requiring



The audit committee convened at five sessions, namely on



approval were submitted to the supervisory board by the



March 18, April 21, July 22, October 22, and December 16,



management board and discussed in the presence of the



2008, and also held telephone conferences. The members of



management board, to the extent they were not decided via



the audit committee are Prof. Dr. Harald Wiedmann (chair-



circulation procedures. All proposed resolutions submitted



man), Mr Ulrich Grillo, Mr Johann C. Lindenberg, and since



in circulation procedures were preceded by introductory



May 30, 2008, Mr Ernst Schauff, Mr Hans-Josef Schmitz,



explanations in all cases. Any questions arising from the



and Mr Rüdiger Wolff. Ms Barbara-Viktoria Beckers,



above were addressed to and answered by the manage-



Mr Hans-Dieter Clingen, and Ms Marliese Grewenig left the



ment board and/or relevant members of the Group’s staff.



audit committee on May 30, 2008. The main items under



Matters requiring approval in 2008 included, in particular,



discussion included:



measures linked to the continuation of the international expansion of the Praktiker Group, the extension of the syndi-



• The audited annual financial statements for the company



cated loan and the establishment of a services division with



and the Group, the reviewed half-year financial state-



Praktiker Services GmbH. All proposals received super-



ments and quarterly reports as well as the discussion with



visory board approval. No objections were raised concerning the activities of the management board.



the management board and the appointed auditors, • preparation of the focal areas of the audit and the audit report,



At the supervisory board meetings, the exchange of



• preparation of the supervisory board’s decision concern-



thoughts on business development and the company’s



ing the approval of the individual and consolidated finan-



position was completed by extensive discussions about



cial statements,



financial, capital expenditure and personnel planning.



• the review of the management reports for the company



Moreover, potential conflicts of interest were discussed.



and the Group and the management board’s proposal on



None were identified on the side of members of the su-



the allocation of net profit,



pervisory board.



• the independence of the auditor and the preparation of an



Supervisory board committee meetings



• reports drawn up by the internal audit division,



election proposal for the appointment of the auditor, The supervisory board has four committees with equal



• compliance management,



representation of shareholders and employees, namely the



• risk position and risk management system,



executive committee (4 members), the audit committee



• compliance with the recommendations of the German



(6 members), the personnel committee (4 members) and the committee in accordance with § 27 para. 3 MitbestG (German Co-Determination Act) (4 members). Moreover, the su-



Corporate Governance Code, and • consolidated budget for 2009, planning for 2010/2011, and finance planning.



pervisory board has formed a nomination committee filled with representatives of the shareholders (3 members), which



The nomination committee, which consists of Dr. Kersten



is intended to propose suitable candidates to the superviso-



v. Schenck (chairman), Mr Johann C. Lindenberg and



ry board for the election proposals it submits to the Annual



Mr Zygmunt Mierdorf, passed its resolutions in writing



General Meeting.



and via telephone conferences. The focus of its discussions was on drawing up candidate proposals for the elect-



The executive committee met four times during the period under review, namely on March 19, May 30, Sep-



ion of shareholder representatives by the Annual General Meeting.



tember 17, and December 17, 2008, and for the rest held telephone conferences and passed resolutions in written



The personnel committee met four times, namely on



procedures. The members of the executive committee



March 19, May 30, September 17, and December 17, 2008.



are Dr. Kersten v. Schenck (chairman), Ms Marliese Gre-



The members of the personnel committee are Dr. Kersten v.



wenig, Mr Alexander Michel (since May 30, 2008), and



Schenck (chairman), Ms Marliese Grewenig, Mr Alexander



Mr Zygmunt Mierdorf. Mr Helmut Biegel left the execu-



Michel (since May 30, 2008) and Mr Zygmunt Mierdorf.



tive committee on May 30, 2008. The main items under



Mr Helmut Biegel left the personnel committee on May 30,



discussion included:



2008. The main items under discussion included:
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• Discussion of the contractual relationship between the company and the management board members, • filling of the management board.



shareholder representatives elected to the supervisory board began on May 30, 2008, as of the end of the Annual General Meeting which passed a resolution on the discharge for the 2007 financial year.



The committee set up in accordance with § 27 para. 3 MitbestG (German Co-Determination Act), comprising



annual and consolidated financial statements for 2008



Dr. Kersten v. Schenck (chairman), Mr Zygmunt Mierdorf,



The annual financial statements of Praktiker Bau- und Heim-



Ms Marliese Grewenig, and Mr Ulrich Kruse (since May 30,



werkermärkte Holding AG were drawn up in accordance



2008) had no cause to convene in the 2008 financial year.



with the HGB (German Commercial Code).



Mr Helmut Biegel left the committee on May 30, 2008. The consolidated financial statements were drawn up The supervisory board plenary body was promptly in-



in accordance with the International Financial Reporting



formed about the items and issues discussed in the various



Standards (IFRS) and additionally in accordance with trade



committees by the chairmen of the committees concerned.



regulations applicable under § 315a para. 1 (HGB) German Commercial Code.



Corporate governance Corporate Governance at Praktiker Bau- und Heimwerk-



The auditor of the financial statements, Pricewaterhouse-



ermärkte Holding AG is discussed in a section of this annual



Coopers AG Wirtschaftsprüfungsgesellschaft, Frankfurt/



report dedicated solely to it. Both the management board



Main, audited the annual consolidated financial statements



and the supervisory board issued an updated declaration of



and Group management report as well as the annual finan-



conformity in accordance with § 161 AktG (German Stock



cial statements and management report of Praktiker Bau-



Corporation Act) on December 17, 2008, and posted it to-



und Heimwerkermärkte Holding AG, all of which received



gether with the exceptions on the company’s website, thus



unqualified certification.



allowing shareholders to access it any time. For details, please see the separate report on Corporate Governance on



The main audit items in the year under review included:



page 132. • Hedging transactions, particularly currency exchange



personnel matters At its meeting held on December 13, 2007, the superviso-



rates • The internal control system



ry board appointed Mr Karl-Heinz Stroh to the management



• The classification of leasing contracts



board of Praktiker Bau- und Heimwerkermärkte Holding AG.



• Provisions for “onerous contracts” in accordance with IAS 37



Mr Stroh took up his duties with effect from March 21, 2008,



• Reviewing the impairment of assets and goodwill in



and took over the position of board member with responsibility for human resources. At the supervisory board meeting on March 19, 2008, he was appointed as labour director with effect from March 21, 2008. Mr Michael Arnold, who



accordance with IAS 36 • The valuation of goods with a focus on future inventory management by article • Deferred taxes



had previously held this position, had resigned from this post with effect from the end of March 20, 2008.



Drafts of the financial statements and management reports as well as drafts of the audit reports on these state-



On March 11, 2008, the election took place for the em-



ments and reports were distributed to the supervisory



ployee representative positions on the supervisory board.



board members in good time prior to the accounts review



The shareholder representatives were elected by the Annual



meeting of the supervisory board. The financial statements



General Meeting on May 30, 2008. The employee repre-



and reports on the business situation, as well as the re-



sentatives who left the supervisory board are Ms Barbara-



spective audit reports on these statements and reports pre-



Viktoria Beckers, Mr Helmut Biegel, Mr Hans-Dieter Clingen,



sented at the accounts review meeting of the supervisory



Mr Rainer Reichenstetter, Mr Frank Schuster and Mr Axel



board on March 19, 2009, complied with the drafts submit-



Willrath. They were replaced by Ms Anja Keuchel, Mr Ulrich



ted beforehand.



Kruse, Mr Alexander Michel, Mr Rigobert Rumpf, Mr Ernst Schauff, and Mr Hans-Josef Schmitz. On the shareholder



The documents concerned were discussed in depth and



representatives’ side, Dr. Wolf-Dietrich Loose left the super-



reviewed at the accounts review meeting of the supervisory



visory board and Mr Ebbe Pelle Jacobsen was elected to the



board and, previously, at a meeting of the audit committee



supervisory board. The period in office of the employee and



that was also attended by the auditor of the financial state-
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RepoRt of the SupeRviSoRy BoaRd



ments. The auditor reported on the essential results of his audit and made himself available to the audit committee and supervisory board to answer questions and provide any supplementary information required. The supervisory board declared itself to be in agreement with the results of the audit by the auditor, which contains no objections. In accordance with § 171 AktG (German Stock Corporation Act), the supervisory board reviewed the annual financial statements of the company and the Group prepared by the management board together with the management reports also with respect to the appropriateness of the accounting policy measures applied. Following the final results of the review, no objections are to be raised. In particular, the supervisory board shares the assessment of the management board contained in the management report and the Group management report. The supervisory board approved both the company’s annual financial statements and the Group’s annual consolidated financial statements. The annual financial statements of Praktiker Bau- und Heimwerkermärkte Holding AG are thus adopted. In its individual financial statements for the 2008 financial year, Praktiker Bau- und Heimwerkermärkte Holding AG reports a net income of 24,287,623.25 euros and a profit shown on the balance sheet amounting to 17,039,155.27 euros. The supervisory board after review consents to the proposal of the management board for the allocation of profits. The supervisory board regards the management board’s proposal on the allocation of profit as reasonable. In accordance with this, the profit shown on the balance sheet is to be allocated as follows: • Distribution of a dividend of 0.10 euros per share entitled to dividends totalling with respect to 58 million shares: 5,800,000.00 euros • Transfer to revenue reserves: 11,000,000.00 euros • Carrying forward to new accounts: 239,155.27 euros The supervisory board thanks the management board, the members of the work council and all employees of Praktiker Bau- und Heimwerkermärkte Holding AG, as well as its associated companies in Germany and abroad, for their commitment, the hard work put in and the success that therefore became possible in a difficult environment. Kirkel, Germany, March 2009 The supervisory board



Dr. Kersten v. Schenck Chairman
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CoRpoRate goveRnanCe



CoRpoRate goveRnanCe Praktiker Bau- und Heimwerkermärkte Holding AG commits itself to the principles of good and responsible Corporate Governance. We earn the trust of our shareholders, customers and employees above all via close and constructive cooperation



Remuneration of the management board and supervisory board The subject of management board and supervisory board remuneration is dealt with in the remuneration report which is part of the Group management report (see pages 44 to 47).



between the supervisory board and the management board, which is guided by the principle of sustainable value crea-



annual general Meeting



tion, a culture of open corporate communication and inten-



The shareholders exercise their rights at the Annual Gen-



sive customer care as well as accounting and auditing prac-



eral Meeting where they have the opportunity of discussing



tices that follow established rules.



all the items on the agenda and asking questions on company matters. The Annual General Meeting decides on the



Management board



allocation of net profit, the formal approval of actions of the



The management board of Praktiker Bau- und Heimwerker-



management board and the supervisory board and elects



märkte Holding AG comprises five members and has one



the shareholders’ representatives on the supervisory board



chairman. The management board is jointly responsible for



and the auditor. The Annual General Meeting is in princi-



the management of the business of the company. The mem-



ple chaired by the chairman of the supervisory board. Each



bers of the management board inform the supervisory board



Praktiker share qualifies for one vote. Praktiker offers share-



regularly, promptly and comprehensively about all matters



holders the service of a proxy bound by instructions.



relevant to the company in respect of planning, business development, its financial, income and risk position, as well as



accounting and audit of financial statements



with regard to risk management and compliance. The super-



Accounting procedures at Praktiker Group are carried



visory board is informed without delay about such events as



out in accordance with the International Financial Report-



are of key significance to the development of the company.



ing Standards (IFRS). The annual financial statements of



As far as certain business activities of the company are con-



Praktiker Bau- und Heimwerkermärkte Holding AG are



cerned, which are set out in the by-laws of the management



drawn up in accordance with German commercial law (HGB).



board and the supervisory board in line with the statutes



A risk management system has been implemented for the



of Praktiker Bau- und Heimwerkermärkte Holding AG, the



early identification of material risks. It is presented in detail



management board obtains the approval of the supervisory



in the risk report on pages 48 to 52. The audit committee



board prior to finalising the resolution concerned.



prepares the supervisory board’s proposal for the election of the auditor to the Annual General Meeting. The auditor is



Supervisory board



independent. The major focuses of the audit was determined



The supervisory board comprises 16 members, of whom



in agreement with the auditors. It was also agreed with the



eight representatives are elected by the shareholders and



auditor that any reasons for exclusion or partiality will be



the other eight by the employees. The duties undertaken by



immediately eliminated or reported. PricewaterhouseCoop-



the supervisory board include, first and foremost, the moni-



ers AG Wirtschaftsprüfungsgesellschaft, Frankfurt/Main,



toring and accompanying consultation of the management



has audited both the Group and the company financial state-



board. Furthermore, it is also responsible for appointing the



ments. It also takes on the review of the half-year financial



members of the management board, setting their remunera-



statements and the quarterly reports.



tion and approving the annual financial statements drawn up by the company. To carry out its duties, the supervisory



Compliance



board has formed an executive committee, an audit commit-



The existing systems for ensuring compliance in the Group



tee, a nomination committee, and a personnel committee.



have been further improved. In particular, employees in Ger-



There is also a committee in accordance with § 27 para. 3



many and abroad have been trained to ensure that antitrust



MitbestG (German Co-Determination Act).



standards are observed. For this purpose, Wolfgang Gerhards



Consulting or other service and work contracts between the



(solicitor), former Minister of Justice for the state of North-



members of the supervisory board and the company existed



Rhine Westphalia, was appointed as ombudsman available



indirectly with Dr. v. Schenck only, who is partner to the in-



to all employees and business partners of the Praktiker



ternational law firm Clifford Chance. Where this firm provid-



Group on April 1, 2008. In addition, the authorisation for



ed the company with legal advice, the executive committee



signing and approving payments on behalf of the company



had agreed to this. In the year under review, Clifford Chance



was firmly determined across the Group with the first uni-



received 440,153.60 euros (net) for its consulting services to



form guideline for Germany and abroad. With regard to the



the Praktiker Group.



REACh regulation of the EU concerning the Registration,
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Evaluation, Authorisation and Restriction of Chemicals, together with the related European and national regulatory frameworks, binding agreements were made with the suppli-



CoRpoRate goveRnanCe



directors’ dealings In the period under review, the following directors’ dealings were notified to the company:



ers for the observance of the regulation. Moreover, training of the employees concerned was carried out. As of March 1,



On August 4, 2008, Ms Anette Michel, spouse of supervi-



2009, the tasks of ensuring the observance of compliance



sory board member Alexander Michel, bought 1,000 shares at



were transferred to a compliance officer, who reports direct-



a price of 9.99 euros per share with a total volume of 9,990 .00



ly to the chairman of the management board.



euros.



transparency



On October 27, 2008, Mr Hans-Josef Schmitz, member



Shareholders, analysts, investors and the general public



of the supervisory board, bought 1,100 shares at a price



are regularly and timely informed by Praktiker Bau- und



of 4.50 euros per share with a total volume of 4,950.00



Heimwerkermärkte Holding AG about the position of the



euros. On December 18, 2008, he also sold 1,300 shares



company and any significant changes in business.



at a price of 7,00 euros per share with a total volume of



The company’s website at www.praktiker.com is a central



9,100.00 euros.



information platform. In addition to the statutes of the company and information on the management board and supervisory board, the website includes in particular documents



declaration of conformity with the german Corporate governance Code



concerning the Annual General Meeting, financial reports,



On December 17, 2008, the management board and su-



and details of business activities. Events unknown to the pub-



pervisory board of Praktiker Bau- und Heimwerkermärkte



lic that have the potential to influence the price of Praktiker



Holding AG declared that the recommendations of the Ger-



shares substantially are announced without undue delay via



man Corporate Governance Code (DCGK) amended June 6,



ad-hoc statements unless the company is exempted from its



2008, announced by the German Federal Ministry of Justice



publication obligation in individual cases. All persons work-



in the official part of the electronic Federal Gazette, has been



ing for the company and intendedly having access to insider



and will be observed with the following deviations:



information are informed of the duties arising from insider law. As soon as the company learns that someone reaches,



• With regard to the variable EVA® (Economic Value Added)



exceeds or falls short of a level of 3, 5, 10, 15, 20, 25, 30,



remuneration system for management board members,



50 or 75 percent of the voting rights of the company via ac-



retrospective change to the performance targets is possi-



quisition, sale or in any other way, this is published by the



ble in the case of extraordinary events (4.2.3 para. 3 sent. 3



company without undue delay. The members of the manage-



DCGK (German Corporate Governance Code)). EVA® is an



ment and supervisory boards neither individually nor jointly



internationally proven control and management system to



directly or indirectly own shares in the company or related



value and align all strategic, operating and investment ac-



financial instruments that amount to more than 1 percent of



tivities and decisions within the Group in accordance with



the shares issued by the company. The dates of the regular



their contribution to enterprise value enhancement.



financial reporting are listed in this annual report on page



• The supervisory board has agreed no direct caps of the



13 and on the website (www.praktiker.com – Investor Rela-



variable remuneration system for management board



tions – Financial calendar) and have been forwarded to the



members in line with EVA® (4.2.3 para. 3 sent. 4 DCGK



Frankfurt Stock Exchange and a set of national and interna-



(German Corporate Governance Code)) for extraordinary,



tional media.



unforeseen developments.



The statutory requirements with regard to the publications and announcements, and the notification duties vis-à-vis the



The declaration of conformity of December 17, 2008, was –



German Financial Services Supervisory Authority (BaFin)



as was the case in previous years – published on the com-



and the relevant public registers were complied with.



pany’s website (www.praktiker.com – Investor Relations – Corporate Governance – Declaration of Conformity). Kirkel, Germany, March 2009 Praktiker Bau- und Heimwerkermärkte Holding AG



The management board



The supervisory board
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