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In particular, the FREP believes that the 
valuation of the inventories and fixed 
assets of Max Bahr in the purchase 
price allocation was too low, thus inevi-
tably leading to impacts on the level of 
the goodwill of Max Bahr as well as on 
the level of deferred taxes and earnings. 

In accordance with IFRS, the value of 
inventories is calculated as part of first-
time consolidation from the expected 
selling prices of the goods, less costs 
of disposal and a reasonable profit al-
lowance for selling efforts. In the FREP 
test procedure, opinion differed between 
the FREP and Praktiker in particular in 
terms of the amount of the expected co-
sts of disposal and the profit allowance 
applied for selling efforts. Taking into 
account the value of the goods calcula-
ted by Praktiker at the point of the first-
time consolidation, the gross margin for 
Max Bahr in the fiscal year 2007 was 
on a level with the previous years. The 

gross margin reached a similar level in 
the following year as well. The valuation 
applied by Praktiker led consequently to 
a high stability of the gross margin over 
time. The FREP argued in particular that 
the costs of disposal should have been 
reported lower. This results in a clear 
one-off reduction of the gross margin 
of Max Bahr in the year of the first-time 
consolidation.

Praktiker opines – also supported by the 
auditor’s report of PricewaterhouseCoo-
pers AG – that the original valuation was 
and is appropriate and justifiable. No-
netheless, the Management Board has 
decided not to appeal against the error 
findings and to make the amendments 
demanded by the FREP.

The amendments in detail

In the consolidated balance sheet as at 
31 December 2007, the error findings 
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The German Financial Reporting Enforcement Panel 
(FREP) queries first-time consolidation of Max Bahr
In the context of a spot check, the German Financial Reporting Enforcement Panel (FREP) arrived 
at differing valuations of individual balance sheet items in the 2007 consolidated financial state-
ments of Praktiker Bau- und Heimwerkermärkte Holding AG. They largely relate to the first-time 
consolidation of Max Bahr. Accordingly, the consolidated financial statements for 2007 and 2008 
must be retrospectively adjusted in accordance with IAS 8. None of the changes have an impact 
on cash. There are no significant effects on the Group’s income, financial and asset position for 
the fiscal year 2009 and the coming years. The Management Board has therefore decided not 
to appeal, also taking into consideration the costs of opposition proceedings, and to make the 
amendments demanded by the FREP.
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of the FREP mean a lower goodwill of 
Max Bahr of around euro 21.9 million 
– mainly due to the described valuation 
adjustment of inventories and fixed as-
sets of Max Bahr within the first-time 
consolidation. Fixed assets increased 
by euro 5.8 million, and deferred tax as-
sets are euro 11.8 million higher. Accor-
dingly, total assets are reduced by euro 
4.4 million. On the liabilities side of the 
balance sheet, equity decreases by euro 
6.1 million, resulting in a slight decline 
in the equity ratio from 43.7 percent to 
43.5 percent. Deferred tax liabilities are 
up by euro 1.8 million. 

In particular, the calculative higher cost 
of sales due to the higher valuation 
of the inventories of Max Bahr at the 
date of acquisition leads to a decrease 
of around euro 11.1 million in opera-
ting earnings (EBITA) for 2007. Group 
net income is down to euro 7.2 million 
(prior to adjustment: euro 23.7 million), 
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and earnings per share (EPS) amount 
to euro 0.11 (prior to adjustment: euro 
0.39). None of these effects have an im-
pact on cash.

The resultant need to adjust the conso-
lidated balance sheet for the 2008 fiscal 
year largely relates to the same items as 
for 2007. Equity decreases by euro 8.8 
million. However, at 41.9 percent, the 
equity ratio is only slightly below the 
pre-adjustment figure (42.2 percent). 
EBITA for 2008 remains almost unchan-
ged by the adjustment at euro 128.8 
million (prior to adjustment: euro 129.1 
million). Group net income is hit by euro 
2.7 million, mainly due to a non cash-im-
pacting tax effect of euro 2.4 million, and 
therefore amounts to euro 4.4 million. 
This results in EPS of euro 0.06 (prior to 
adjustment: euro 0.10).

There are no further significant effects 
on earnings for the financial statements 
for 2009 or subsequent years. 

An overview of the corresponding 
adjustments to the balance sheet and 
income statement for 2007 and 2008 
is available as an Excel download at 
http://www.praktiker.com/pb/site/
praktiker_com/get/378792/090828_
FREP_Amendments_error_
findings_2007_2008_uk.xls

The full error findings of the FREP 
have been published in the German 
Electronic Federal Gazette and can be 
viewed at http://www.praktiker.com/pb/
site/praktiker_com/get/378793/090828_
DPR_Fehlerfeststellung.pdf (in German 
only).

The FREP is a Berlin-based private orga-
nisation that does not exercise State aut-
hority and is supported by major German 
trade associations. The work of the FREP 
is based on the German Commercial 
Code and the German Securities Trading 
Act. The companies to be checked are 
chosen either for specific reasons, i.e. if 

there are firm grounds for suspicion of 
incorrect accounting, or in the form of 
routine spot checks (§ 342b para. 2 sen-
tence 3 no. 3 of the German Commercial 
Code). Selection of the companies to be 
checked is geared towards the standards 
of the Committee of European Securities 
Regulators (CESR). According to these 
standards, MDAX-listed companies like 
Praktiker should undergo such a routine 
check every 4 to 5 years on average.
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