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KEY DATA

2005' 2006 2007 2008’ 2009 Changein %
Profit & loss data
Net salesin €m 3,033.9 3,162.1 3,945.0 3,906.8 3,663.4 -6.2
Gerrrnrany - - - - 2,264.5 2,281.9 2,862.1 2,665.6 2,617.1 -1.8
théfeofPraktikér - - - 2,143.3 2,170.1 2,070.3 1,868.8 1,835.2 -1.8
théfeofMax Béﬁr - - - - - 688.2° 702.4 690.6 -1.7
théfeofMisceiléneous - B B 121.2 1m1.7 103.6 94.5 91.4 -33
Inte}ﬁational - - - - 769.5 880.2 1,082.9 1,241.2 1,046.3 -15.7
Like-for-like sales growth in % 1.5 35 0.6 -6.0 -1.2 =
Gerrrnrany - - - - 0.7 25 -36 -8.0 -22 -
théfeofPraktikér - - - 0.7 25 -3.6 -8.8 -2.2 -
théfeof Max Béﬁr - - - - - - -5.4 -21 -
Intei’ﬁational - - - - 39 6.2 1.4 -05 -19.0 -
Gross profit on sales in € m 964.6 985.5 1,263.5 1,314.1 1,192.0 -93
Gross rﬁérgin on saiés in % - - - 31.8 31.2 320 33.6 325 -
EBITAin€m 105.8 1M 104.9 128.8 62.8 -51.2
Gerrrn'any - - - - 63.4 58.5 30.0 449 30.2 -327
thé}eof Praktikér - - - 61.6 53.4 126 20.9 0.2 -99.0
thereof Max Bahr B B - - 173 255 314 232
théfeofMisceiléneous - B B 1.8 5.1 0.1 -1.6 -15 15
Interﬁational - 7 - 7 424 52.6 74.9 83.9 326 —61.2
Net financial resultin € m =55 1.4 -225 -493 —44.3 10.2
Earnings before taxes in € m 100.3 112.5 82.4 79.5 18.5 —-76.7
Netincome in€m 71.6 84.1 1.2 44 -93 -
Earningrsrper share |n € - - - 1.32 1.43 0.1 0.06 -0.18 -
Dividenﬂrper share |n € - - - 0.45 0.45 0.45 0.10 0.10* -
Balance sheet data
Total asééts in€m - - - - 1,723.6 1,888.9 2,149.4 2,146.3 2,082.6 -3.0
Equityin€m - - - 871.0 9455 93523 899.1 8786 —23
Equity réﬁo in % of fﬁtal assetsﬂ - - 50.5 50.1 435 41.9 42.2 -
Cash aﬁd cash equiVaIents in érm - - 349.1 466.3 270.8 2333 263.0 12.7
Netcasrhrin€m - - - - 204.8 172.5 -147.1 -189.3 -196.7 -39
Net wofking capitalr irn €m - - - 276.4 336.0 403.0 4116 3939 -43
Further financial data
Capital é;(penditurerirn €m - - - 86.3 68.0 167.9 1176 73.3 -31.7
Cash fIdW from ope}éting acti\)iﬁes in€m - - 166.8 68.6 198.8 112.0 83.3 =257
Return on capital errnrployed (RbCE) in % - - 5.6 6.1 5.0 5.4 36 -
Operative data
Numbef 6f stores - - - - 340 341 425 436 439 0.7
Gerrrnrany - - - - 275 268 337 336 335 -0.3
thé}eaf Praktikér - - - 253 248 242 241 239 -0.8
thé}eof Max B;hr - - - - - 76 76 17 13
thé}eof Misce)l;aneous - - B 22 20 19 19 19 -
Inte}ﬁational - - - - 65 73 88 100 104 4.0
Numbef 6f employere's, yearly é;/erage on érfull-time Bésis 16,550 17,600 22,448 23,632 22,490 -4.8
Gerlrnrany - - - - 10,397 10,480 13,585 13,189 12,291 -6.8
thé}eaf Praktikér - - - 9,939 10,029 9,931 9,640 8,877 -19
thé}eof Max B;hr - - - - - 3,239 3,134 3,009 -4.0
thé}eof Misce)l;aneous - B B 458 451 415 415 405 -24
Inte}ﬁational - - - - 6,153 7,120 8,863 10,443 10,199 -2.3

'Combined Financials, see Annual Report 2006, page 99

?Data adjusted according to publication under Sec. 37q para. 2 sent. 1 WpHG (German Securities Trading Act), published in the German Electronic Federal
Gazette on 01/09/09, see also page 73 et seq

*February to December

*Dividend proposal

PRAKTIKER GROUP ANNUAL REPORT 2009



Net sales -6.2%

in€m

39450 390638
10829 12412 36634

31621 1,046.3

880.2

3,033.9
769.5

2005 2006 2007 2008 2009

I Praktiker Germany M Max Bahr [ Miscellaneous International
'February to December

EBITA -51.2%
In€m
128.8
83.9
111
105.8 104.9
424 ' 74.9
62.8

-1.6° -1.5°

2005' 2006 2007 2008 2009

I Praktiker Germany MM Max Bahr [ Miscellaneous International
'Combined Financials “February to December *Other ‘“Praktiker

Number of stores +0.7 %
425 436 g
88 100 104

2005 2006 2007 2008 2009

M Praktiker Germany MM Max Bahr [ Miscellaneous International

CONTENTS

TO OUR SHAREHOLDERS
Letter to the shareholders.............cccoeeeeeeeiieiiiciinnnnnn, 6

The management board ............cccovveeeniiieriieeenneeenn.

GROUP MANAGEMENT REPORT

Business-specific and general economic settings..... 12
Income, financial and asset position...........cccccueeeenee 16
Segment TePOTHING ....ceevvreeriiieeiiiieeriiee et 23

Data and report according to Sec. 315 para. 4 HGB .. 34

Personnel report.........eeeeceeeieiieeiiieeeeee e 38
Environmental T€POTt .....cceeeviveeiniiiiniiieiiieeeieeee 41
Remuneration TepOrt ........cccocveeenieeeniieeniieeenieeene 45
RISK TEPOTT ..t 50
OULIOOK .o 56
Report on subsequent events........ccccececvveeeeeeernennen.n. 61

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated income statement .........cccceeevveeennnnen. 64
Consolidated statement of financial position............. 65
Statement of comprehensive income....................... 66
Consolidated statement of changes in equity ........... 66
Consolidated cash flow statement.............c.cccvvrenneee. 67
Notes to consolidated financial statements............... 68
Accounting princCiples ........ccccoevveeinieeeniieennieeeneen. 68
Notes to the consolidated income statement............ 95

Notes to the consolidated statement of

financial POSIHON ......cceevvviiiiieeiiiiiiiee e 102
Notes to the consolidated cash flow statement......... 126
Notes to the segment data .......cccceeeviveeriieeenineennns 128
Other NOLES..c.viiiiieiiiicc e 132

Management board and supervisory board of

Praktiker Holding AG ......cccooviiieiiiiiiiieeiieeeeeees 134
Assurance of legal representatives...........cccevveeennnnen. 136
AUITOT'S TEPOTT wvvevviieieeciie et 137
OTHER DATA

Report of the supervisory board............cccceeeeinieeen.n. 140
Declaration and report on corporate governance..... 143
Company profile .......cccocceeervieiiniiiiniieeiieeeeeeee, 152

PRAKTIKER GROUP ANNUAL REPORT 2009 3






T0 OUR SHAREHOLDERS

LETTER TO THE SHAREHOLDERS
THE MANAGEMENT BOARD

PRAKTIKER GROUP ANNUAL REPORT 2009 5



LETTER TO THE SHAREHOLDERS

(

adies ool ge‘n‘(eweu

Recession - if there is one word to sum up 2009, this is it. Gross domestic product and private con-
sumer spending declined in practically every country in which Praktiker operates. In some cases this was
only moderate, but in most it was substantial and in some countries it was more than ever before. The
reluctance to spend in the countries of Eastern Europe was also accompanied by massive depreciation in

national currencies.

In this difficult general economic environment, the Prak-
tiker Group was unable to maintain sales and earnings at
the same levels as in the excellent previous years. Sales
dropped by 6.2 percent, operating earnings were barely half
the previous year’s level. These figures may appear disap-
pointing at first glance. However, they do not show that we
made long-term efforts this year to work our way back to a
turnaround in the medium term. On the one hand, a number
of measures were taken to shore up our stable financial
position while on the other a transformation process was
launched to guide us back to the earnings strength of 2005
and 2006 in future. Given the high degree of uncertainty,
protecting liquidity and earnings were made top priorities
at the start of the year — securing a stable financial position
was more important even than maximising earnings. This
meant that operating expenses had to be reduced through

! rigid cutbacks, and that the more extensive capital expendi-
ture originally planned had to be scaled back to a level that could be financed from operating cash flow.
Moreover it meant focusing even more strongly on working capital management and above all on reducing
inventories. The Praktiker Group achieved its own goals in all these points: Expenses have been reduced
significantly. Liquidity remained at a high level, inventories were lower at the end of the year than at the be-
ginning even though the number of stores increased. Capital expenditure was kept slightly below our target
range. Overall, therefore, a picture of economic solidity emerges in spite of the reduction in sales and earn-
ings. We want to maintain this in 2010 as well — because the Group’s flexibility and ability to act can only be
ensured in the long term when its earnings strength is combined with a solid financial position.

The Praktiker Group also used 2009 — in spite of the difficult overall circumstances — to further revise its
store portfolio and to increase it to a modest degree. Romania and Turkey each saw the opening of a new
store in addition to — for the first time — Albania. Praktiker therefore continued its expansion into the markets
of South-eastern and Eastern Europe — which are still attractive in the medium term — albeit at a much slower
rate. Praktiker continued to invest in the Easy-to-Shop concept in Germany and eleven stores underwent
conversion. The concept was also implemented at four new locations opened to replace stores that have now
been closed down. Max Bahr opened one new store and otherwise focused on redesigning its assortment
and extending its range to include service packages, which now comprise the planning, delivery and instal-
lation of full, high quality bathrooms as part of its “Dream Baths” concept.

The Group therefore did not lose sight of its long-term future in 2009. And with the “Praktiker 2013”
programme launched specifically for this purpose, we will be taking an even closer look at the shape of the
Group going forward. Our efforts will centre around customers and offering them the most attractive range
possible. Processes and expenses will also be optimised in line with this goal. “Praktiker 2013” is intended
to bundle and better coordinate the measures already taken to increase sales and improve the earnings
situation and thereby to cope with the crisis developments of 2009. It will incorporate them into the ongo-
ing development of processes and structures to effect a significant rise in earnings power in the medium
term — to a level already seen in 2005 and 2006. Measures are initially focusing on processes and structures
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LETTER TO THE SHAREHOLDERS

within the Praktiker brand in Germany as the potential to increase earnings seems the greatest here. These
activities will then spread to the other areas of the Group over the course of 2010.

The decision by the supervisory board to reallocate responsibilities within the management board also
serves the purpose of safequarding the future. This decision was made at the end of the past financial year
and takes effect from the start of 2010. Since then, operating activities have been broken down according to
German and international business into two divisions with the Finance and Human Resources divisions es-
sentially defined as rendering cross-divisional services applying to the Group as a whole. These means that
I, as the Chairman of the management board, have been relieved from all operating activities and can focus
fully on the ongoing development of the Group and the “Praktiker 2013” programme. Thus, we have found
a way to assign responsibilities that can only help to enhance the value of the Group and thereby its shares.

In formulating its dividend proposal, the management board of Praktiker Bau- und Heimwerkermarkte
Holding AG again had to balance the interests of a short-term return with the desire to keep its liquidity as
stable as possible in the light of the lingering difficulties in the economic environment and the sales and
earnings risks this entails. It also had to consider that the drop in net profit for the year in the separate finan-
cial statements of Praktiker Bau- und Heimwerkermarkte Holding AG relevant to the dividend distribution
was not as severe as in these consolidated financial statements prepared in accordance with International
Financial Reporting Standards (IFRS). As a result of such considerations, the management board of Praktiker
Bau- und Heimwerkermaérkte Holding AG proposed to the supervisory board to distribute a dividend for the
2009 financial year unchanged as against the previous year at 0.10 euro per share and to retain the remain-
ing net income.

In this and the coming years, Praktiker will mobilise all its energies to achieve a turnaround in sales and
earnings and secure it in the long term. We have chosen the right path with “Praktiker 2013”. We will sys-
tematically continue on this path of growth and earnings — prudently, confidently and determinedly, with
entrepreneurial nerve and a sense of responsibility founded in value. This is what my colleagues and I stand
for together with our employees. I would like to thank them, our employees abroad and in Germany, for their
work in the reporting year, the commitment and their willingness to change, which is needed now more than
ever before. We also thank our shareholders for the confidence they have shown in us and hope that they
will continue to do so.

Yours faithfully,

£

Wolfgang Werner
Chairman of the management board
Kirkel, Germany, March 2010
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THE MANAGEMENT BOARD

THE MANAGEMENT BOARD

WOLFGANG WERNER

Chairman

Divisions

Business Development/Strategy

Praktiker 2013 (since 1/1/2010)
Communication/Public Relations (since 1/1/2010)
Auditing

Distribution Praktiker Germany (until 31/12/2009)
extra Bau+Hobby (until 31/12/2009)
Location Management Germany (until 31/12/2009)
MICHAEL ARNOLD

Divisions

International Business
Internationalisation
Location Management Germany/International (since 1/1/2010)

THOMAS GHABEL

Divisions

Controlling

Accounting/Tax

Finance

Investor Relations

Legal Affairs and Contractual Matters

M&EA

Compliance (since 1/1/2010)
Communication/Public Relations (until 31/12/2009)
Max Bahr (until 31/12/2009)
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THE MANAGEMENT BOARD

KARL-HEINZ STROH
Labour Director

Divisions

Personnel
Praktiker Services GmbH

Corporate Procurement
Marketing

PASCAL WARNKING

Divisions

Praktiker Germany (since 1/1/2010)
Max Bahr (since 1/1/2010)
extra Bau+Hobby (since 1/1/2010)

The management board of Praktiker Bau- und Heimwerkermarkte Holding AG consisted of five persons in
the 2009 financial year. There was no change in its members over the course of the year.

Towards the end of the financial year, the supervisory board of Praktiker Bau- und Heimwerkermarkte
Holding AG resolved a reorganisation of activities within the Group’s management board that took effect on
1 January 2010. This has led to a clear separation of strategic and operative responsibilities.

In future, the Chairman of the management board Wolfgang Werner will be focusing on the ongoing de-
velopment and coordination of the Praktiker Group’s overall activities. As a result, overriding responsibility
for the “Praktiker 2013” programme has also been transferred to him.

Werner’s prior operative responsibility for the store network of the Praktiker brand in Germany and the
extra Bau+Hobby sales line has passed to Pascal Warnking. At the same time, Warnking is now also in
charge of the Max Bahr subsidiary acquired in 2007. Thus, all German business — from procurement through
to sales — has been bundled in one division for the first time.

Operative international business was already amalgamated in the International Business/International-
isation division under the management of Michael Arnold. Location management has now also been added
to this division.

The change in duties gives Praktiker Bau- und Heimwerkermarkte Holding AG a management board
structure that groups operating responsibility more clearly than before into two divisions. Finance/Control-
ling (Thomas Ghabel) and Personnel/Services (Karl-Heinz Stroh) are essentially defined as rendering cross-
divisional services to the Group as a whole. The ongoing strategic development of the Group is now the main
activity of the Chairman of the management board.

PRAKTIKER GROUP ANNUAL REPORT 2009
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BUSINESS-SPECIFIC AND GENERAL ECONOMIC SETTINGS

BUSINESS-SPECIFIC AND GENERAL ECONOMIC SETTINGS

General economic settings bleak

The countries in which the Praktiker Group operates were
predominantly in the grip of a deep recession in 2009. Only
Poland and Albania reported slight economic growth in the
2009 financial year. The gross domestic product in all other
countries is expected to have contracted by between two and
a half percent (Greece) and eight percent (Romania). The
Ukraine, though, is expected to post an even stronger decline
of around 16 percent.

Gross domestic product

Annual percentage change

2005 2006 2007 2008 2009

Albania 58 55 63 65 25
Bulgaria 62 63 62 60 =53
Germany 08 32 25 13 -48
Greece - 29 45 40 29 -25
Luxembourgf - 50 61 52 07 -4.8
Poland - 36 62 68 50 1.2
Romania 42 79 60 11 -16
Turkey - 84 69 47 09 -59
Ukraine - 7 2.7 7 7.3 7 7.9 7 2.4 -16.0
Hungary 4.0 39 1.2 0.6 -1.0

Source: Economist Intelligence Unit, 2009 estimate (as of November 2009)
'International Monetary Fund, 2009. estimate (as of October 2009)

Inflation rates dropped everywhere in reaction to the general
fall in demand and the slide in commodities prices. The overall
economy in many countries was propped up by more or less
extensive government stimulus packages. But in countries that
the International Monetary Fund did extend credit to, govern-
ments were forced to make decisions that only served the pur-
poses of budget consolidation or the reduction of trade deficits,
and which therefore tended to exacerbate the recession.

The economic crisis also led to sharp changes in the exter-
nal values of Eastern European currencies. As of the end of
the year, the Hungarian forint, Polish zloty, Romanian leu and
Turkish lira were down up to seven percent year-on-year. The
development of the different currencies followed the same pat-

tern over the course of the year: a rapid and severe deprecia-
tion at the start of the year followed by stabilisation or even a
slight recovery in exchange rates from spring on.

Development of the DIY sector

Stable sales performance in Germany

Private consumption and retail sales proved relatively sta-
ble in Germany in 2009. While overall economic output fell by
around five percent, private consumer spending declined by
around one percent only and retail sales by one to two per-
cent.

In clear contrast to this are the sales figures for the DIY
sector calculated for the first nine months by the German DIY
association (BHB) (up 1.5 percent) and the forecasts this led to
for the year as a whole. These state that sales in the German
DIY market will have risen by around 0.5 percent after adjust-
ment for selling space in 2009. Sales losses were only reported
in the first quarter. In the spring quarter, garden equipment
sales in particular were lifted by advantageous weather condi-
tions. In the third quarter, in which the economy grew again as
a whole, sector sales even increased by around four percent.
This momentum then slowed again in the fourth quarter.

In this market environment, the Praktiker Group lost slightly
in market share in 2009 with both its brands in Germany which,
according to Ddhne Verlag, had been 8.2 percent in 2008.

Several trends previously observed in earlier years are ex-
pected to have continued unchanged in 2009: the number
of stores declined further but sales space continued to grow
slightly. According to provisional figures, gemaba (Gesellschaft
fiir Markt- und Betriebsanalyse) calculated that there was a
total of 2,420 DIY stores in Germany as of the end of the year.
This represents a drop of 0.3 percent. It has been observed in
recent years that the number of DIY stores in the new German
states (not including Berlin) was declining above average. The
drop here in 2008 was over three times as high as in the west of
Germany. As new stores are generally much larger than older
ones — because they typically feature a garden centre and often
separate areas for large-scale professional customers — the

Number of stores and selling space in the German DIY industry

Number of stores

=== |ndoor selling space in million sq m

3,000

2,000+

1,000+

1983 1988 1993

1998 2003 2009

Source: gemaba Lev.-Hitdorf 2010, preliminary.
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weighted internal selling space increased again slightly by 1.7
percent to 12.65 million square metres in 2009. Depending on
the definition of the stores included, other surveys report an
even stronger increase in selling space.

As the growth in space is mainly due to the fact that com-
petitors are expanding their assortments (garden equipment)
and at the same time extending their business models to in-
clude corporate clients and thereby becoming a combination of
wholesaler and retailer, Praktiker does not feel that this poses a
threat to its own business success. This is because Praktiker’s
locations and the articles it offers are systematically geared to-
wards the requirements of private customers.

International markets in wake of recession

Consumer spending slumped together with overall econom-
ic output on all the international markets on which Praktiker
operates except Poland. This is partly because consumption
was already the main driving force behind the strong growth
of recent years in many countries and partly because many
consumers took out loans in foreign currency. Following the
depreciation of their respective national currencies, the foreign
currency interest owed on these loans increased substantially
and absorbed a larger portion of spending power than before.

Private Consumption

Annual percentage change

2005 2006 2007 2008 2009

Albania - , 8.8 , 5.0 , 20.1 , 6.0 -11
Bulgaria 61 95 53 48 —-6.4
Geljmany - 03 13 -03 04 0.6
Greece - 43 48 30 22 -1.6
Luxgmbourgf - 39 30 28 39 -0.3
Poland - 21 50 49 54 24
Romania 94 114 102 84 -124
Turkey - 79 46 55 -0 -3.0
Ukraine 193 154 170 100 130
Hungary 3.6 1.9 -14 0.1 -6.4

Source: Economist Intelligence Unit, 2009 estimate (as of November 2009)
'0ECD, 2009, estimate (as of November 2009)

Furthermore, unemployment rose rapidly in most countries,
which also had a negative effect on purchasing power and
palpably increased job risks in particular. Accordingly, all the
countries in Eastern Europe also saw a considerable slide in the
indicators for the business and consumer climate. In Greece,
the country with the highest sales in the international port-
folio, consumer sentiment grew significantly bleaker towards
the end of the year as the Greek government felt itself forced to
announce a number of unpopular measures to relieve its con-
siderable financial difficulties.

It is difficult to determine the extent to which demand for
DIY products in individual countries was affected by overall
economic developments as this data is not yet available. By
Praktiker’s own estimates, however, it can be assumed that
all DIY markets were in decline with the exception of Poland
and Albania. The severest drops are believed to have been in

BUSINESS-SPECIFIC AND GENERAL ECONOMIC SETTINGS

Ukraine, Hungary, Romania and Bulgaria, while they are ex-
pected to have been more moderate in Greece and Turkey.
While the need for renovation and modernisation is still strong
in the countries of Eastern Europe in particular, the decrease
in disposable income means that consumers are limiting such
expenditure for the time being.

Observations by Praktiker’s national companies in the indi-
vidual markets suggest that Praktiker has gained market share
in Greece and Romania despite the negative trends seen on the
market as a whole. This is not believed to have been the case in
Poland and Ukraine, where competitors expanded much more
significantly. The presumption for all other countries, while not
supported by exact market research, is that market share has
not changed significantly.

One reason for this is that Praktiker was not the only one
to throttle back its rate of expansion. Competitors have also
postponed some expansion plans and even put some on ice.
The tougher financing conditions are hitting competitors and
property developers equally. One or two local competitors were
even put up for sale in the course of the year. The competitive
situation has therefore changed and the countries of Eastern
Europe no longer seem as attractive as they did two or three
years ago. This does not have to be a disadvantageous devel-
opment for a company like Praktiker that is already well estab-
lished on different markets. Expansion was therefore contin-
ued, albeit at a much slower rate. Praktiker consequently still
ranks among the market leaders in all its countries and is even
the sector’s undisputed number one in Greece, Romania and
Bulgaria.

PRAKTIKER GROUP ANNUAL REPORT 2009 13



BUSINESS-SPECIFIC AND GENERAL ECONOMIC SETTINGS

Strategic direction retained

The Praktiker Group is also one of the leaders in the DIY
sector because its location portfolio, the goods it offers and
its value-proposition to customers are driven by their de-
mands and are continuously developed further. Different
measures have been implemented on different markets to
ensure this.

Profile of Praktiker and Max Bahr raised in Germany

The profile of the Praktiker and Max Bahr brands was
raised further in Germany in 2009. Max Bahr is focusing its
offering even more strongly on those customers interested in
a wide selection, good advice, a high level of service and the
best possible quality. It is also offering a growing range of
services that are developing away from traditional “do-it-your-
self” and more towards “do-it-for-me”. As Max Bahr is not
yet represented in some regions of Germany and there are
still opportunities in high-income regions in particular, a new
store was added to the portfolio in Regensburg in 2009.

Meanwhile, the Praktiker brand is reaching out more
to price-sensitive customers, relying on a self-explanatory
offering, simple and fast shopping and a clear presentation
of goods. This is why it continued to invest in expanding its
Easy-to-Shop concept in 2009. In a market environment in
which competition is already tough and the space available
is ample, Praktiker is improving the quality of its store port-
folio rather than increasing the number of its locations.

Provider of problem solutions abroad

In its international business, Praktiker is concentrating on
generating customer loyalty through quality, service and ad-
vice and positioning itself as a provider of solutions to prob-
lems. It continued this policy in 2009 as well. While price be-
came more important in reaching customers in all countries,
Praktiker still refrained from massive price concessions in
the difficult market environment of 2009. As the number of
competitor stores is relatively low in most of the countries in
which Praktiker operates, it also expanded its location port-
folio in 2009, albeit at a greatly reduced rate compared to
the previous year. It is planning to accelerate its expansion
again in future. The number of stores is expected to rise rap-
idly but reasonably. The aim is to establish a comprehensive
network of DIY stores in all countries and to cover all main
conurbations.

“Praktiker 2013” programme launched

The “Praktiker 2013” programme has been set up to de-
termine how brand positioning can be optimised, how cus-
tomer loyalty can be enhanced, how the range of goods and
their presentation can better highlight the core values of
the respective brands and how merchandise management
and logistics can be improved even more. This programme
was established towards the end of the year to bundle the

14 PRAKTIKER GROUP ANNUAL REPORT 2009

many ideas and initiatives being developed in connection
with efforts to stabilise earnings and liquidity over the
course of 2009.

Measures to improve procedures and processes for the
Praktiker brand in Germany have already been devised in in-
dividual projects, while projects for the Max Bahr brand and
international business will follow in the first half of 2010.
The objective of the project is to gradually and sustainably
strengthen the earnings power of the Group by 2013.

There have already been changes in the responsibilities of
the management board in connection with the programme’s
work.

New procurement structure consolidated

A central purchasing department was set up in 2007 fol-
lowing the acquisition of Max Bahr. It is the central point
of contact for category managers of both brands when pur-
chasing goods. Work began in 2009 to integrate interna-
tional procurement activities into this organisation unit as
well — to the extent that these involve suppliers outside the
respective country. This project has not yet been completed
as of the reporting date. However, the purpose of the inte-
gration is clear: leveraging additional benefits in purchasing
by bundling activities.

The main job of central purchasing is to organise the pro-
curement of goods and to improve purchasing conditions as
much as possible. Thus, average payment conditions were
extended by 1.5 days to 54.8 days in the reporting year. In
2009, however, purchasing focused increasingly on ensur-
ing that Praktiker worked exclusively with partners with a
strong business standing. This is due to the fact that some
suppliers faced financial difficulties at the start of the year
with some even going into receivership. The risk of lost
deliveries was on the rise. Accordingly, risk diversification
became a more important factor in procurement. Attempts
to bundle volumes or further extend payment conditions be-
came secondary.

In spite of the weighting redistribution, the share of the
20 most important suppliers in total procurement volumes
was practically unchanged, coming to slightly over 25 per-
cent as in the previous year.

As central purchasing paid greater attention than usual to
the creditworthiness and financial solidity of suppliers de-
livery losses were prevented from exceeding normal levels.
The number of suppliers throughout the Group was reduced
by around one percent to 2,784.

2009 was marked by rising prices for commodities, par-
ticularly oil. The US dollar trended lower. Both of these
factors affected purchasing prices. On average, these were
slightly below the previous year’s levels in 2009.

General legal conditions
Changes in legal circumstances led to unusual burdens
in some countries. For example, in order to consolidate



its budget, the Greek government resolved that corporate
profits for 2008 would be subject to a subsequent special
tax. This increased Praktiker’s tax expenses by around 2.5
million euro. Value-added tax in Hungary was increased by
five percentage points to 25 percent as of 1 July 2009. With
consumers already reluctant to shop, this decision further
depressed demand and squeezed the gross profit margin.
The European Commission ruled that traditional light bulbs
of a certain wattage were no longer to be distributed from
September 2009. All providers had to adjust their assort-
ments accordingly.

Financial crisis impacts capital markets

It was clear on Praktiker’s relevant capital markets in
2009 that the conduct of lending banks and equity inves-
tors had been severely and negatively influenced by the
financial crisis.

Dominated by sharp increases in risk aversion, shares be-
came much less attractive as an investment category until
mid-March 2009. Liquidity was mainly directed towards in-
vestment forms such as government bonds as long as they
offered the highest security. The equities market suffered
from this in general and Praktiker’s shares suffered in partic-
ular. Praktiker was considered a relatively risky investment
as the majority of its stores are rented.

Investors’ willingness to take risks picked up over the
course of the year after it became clear that many fears trig-
gered by the financial crisis were unfounded. Praktiker’s
shares also benefited from this. As the year progressed,
however, the strong presence of the Praktiker Group in the
countries of Eastern and South-eastern Europe again proved
a burden. The effects of the financial crisis were particularly
noticeable here. As of the end of the year it was also be-
coming clear that the Greek government was having major
difficulties in financing its hefty deficit. These austere condi-
tions again took their toll on the share price during the last
months of the reporting period. The shares ended the year at
almost exactly the same level they had started it.

Share price development 2009 -1.3%
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The financial crisis led to heavy write-downs and in
many cases losses for a lot of banks. Every day, compa-
nies in the financial sector were undergoing mergers or

BUSINESS-SPECIFIC AND GENERAL ECONOMIC SETTINGS

going out of business. The risk in various investment cat-
egories increased. In turn, this meant that financial institu-
tions had to shore up their equity positions. This then led
to equity becoming scarce in many cases as it had been
partially eroded by losses in connection with the financial
crisis. The banks were unable to provide credit to the ex-
tent required by the economic situation. This situation
was commonly referred to as the credit crunch. Different
companies experienced different levels of difficulty in bor-
rowing in 2009. Nonetheless, Praktiker succeeded in pla-
cing promissory notes of 50.0 million euro at relatively at-
tractive conditions in this environment. This proves that
Praktiker was considered creditworthy, even against the dif-
ficult backdrop of 2009. The funds borrowed were used to
safeqguard the liquidity position and for general corporate
finance. In 2006 Praktiker issued convertible bonds with a
nominal value of 150.0 million euro. In the second quarter, a
nominal value of 2.9 million of these convertible bonds was
bought back at attractive conditions.
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Income position

Preliminary remark

In the context of a routine spot check, the German Fi-
nancial Reporting Enforcement Panel (FREP) came to di-
verging measurements of individual balance sheet items in
the consolidated financial statements for 2007 of Praktiker
Bau- und Heimwerkermarkte Holding AG. They mainly re-
late to the first-time consolidation of Max Bahr. Essentially,
this resulted in non-cash adjustments in the line items for
inventories, goodwill and deferred taxes in the consolidated
financial statements for 2007 and 2008. Praktiker is of the
opinion — which is also supported by the auditor’s report
of PricewaterhouseCoopers AG - that the original measure-
ment was and still is justifiable. Nevertheless, taking into
consideration the cost of objection proceedings, the man-
agement board has decided not to take legal action against
these findings and to make the amendments demanded by
the FREP. The figures in this annual report relating to 2007
and 2008 contain the adjustments demanded by the FREP.
They may therefore deviate from the figures shown in the
annual reports for previous years. None of the deviations are
material. They are therefore also not mentioned explicitly
in the management report. An overview of the individual
adjustments can be found in the notes to the consolidated
financial statements on pages 73 to 75.

Slight increase in number of stores

The Praktiker Group expanded its store portfolio from 436
to 439 locations in the 2009 financial year. The number of
Praktiker stores in Germany declined slightly to 239 (previ-
ous year 241). The number of Max Bahr outlets grew by one
to 77. The number of extra-Bau+Hobby stores in the Miscel-
laneous segment was unchanged at 19. Internationally, the
number of stores increased by one in Romania, Turkey and
Albania each. In addition, sales in Zabrze in Poland have
recommenced at a temporary facility replacing the store that
burnt down there in December 2008. As of the end of the
financial year, there were 104 locations in the international
portfolio (previous year 100).

The rise in the number of stores goes hand in hand with
a corresponding increase in selling space. In the Praktiker
Group, the total available selling space grew overall by
1.7 percent to 2.8 million square metres. International selling
space increased by 3.6 percent to 0.7 million square metres.
In Germany it rose by 1.1 percent to 2.1 million square metres
as a result of store relocations and the growth of the Max
Bahr portfolio.
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Number of stores

By ownership structure

Finance  Operate

Property Lease Lease Total
Praktiker Ggrrmanyr 7 3 15 Al 239
Max Bahr ; ; = - n - 66 7
extra Bau+Hobby
(integrrated Vstores)r i = = 18 19
Praktiker Intgrnatiqnal 7 1 3 - 62 104
Praktiker Group ; 10 6 368 439
extra Bau+Hobby
Franchise'
(informational) - - - 10

'Notincluded in operative statistics

Sales in decline

Sales generated by the Praktiker Group totalled 3,663.4
million euro in the 2009 financial year. This represents a
decline of 6.2 percent as against the previous year’s fig-
ure of 3,906.8 million euro, or 7.2 percent after adjustment
for selling space. This development was largely due to the
sharp decline in sales outside Germany. Sales in Eastern and
South-eastern Europe fell by 15.7 percent. However, more
than half of this was due to changes in exchange rates.

Business in Germany proved relatively stable with a drop
of 1.8 percent. This development was virtually identical for
both brands, Praktiker and Max Bahr.

The extent of the effect of exchange rate changes on the
Group’s sales in 2009 can be seen by the fact that consoli-
dated sales would have declined by only 3.3 percent had
they remained constant.

Net Sales

Annual percentage change

2006 2007 2008 2009

Group ~ absolute (in €) 42 48 10 62
like-for-like (in €) & 06 -60 -72
7 abéolute o - - -
(in local currency) 46 239 -06 -33
7 Iiker—fur—likre 7 - - -
(in local currency) 38 -02 -57 45
Geljmanyr 7 absplute - 08 254 -69 -18
~ Praktiker 13 -46 -97 18
7 - Max Bahr == -1.7
 like-for-like 25 -36 -80 -22
~ Praktiker 25 36 -88 -22
Max Bahr = - =54 -21
International  absolute (in €) - 144 230 146 -157
like-for-like (in €) 62 114 -05 -190
7 abéolute o - - -
(in local currency) 16.2 20.1 163 6.8
lkeforlke
(in local currency) 16 8.4 06 -104




Fewer customers, lower average sales

The number of customer contacts in the Praktiker Group
in 2009 was down 2.4 percent year-on-year at 139.1 million.
There were various reasons for this. Outside Germany (2.9
percent fewer customers overall), the sharp recession lead
to a general reluctance to spend. The more the respective
economy shrank, the more purchasing power and propen-
sity to consume diminished. Meanwhile, the number of cus-
tomers rose in Romania, Turkey and Ukraine as a result of
additional customer contacts at new stores opened in 2009
(Romania and Turkey) and in December 2008 (Ukraine). In
Germany, 1.8 percent fewer customers shopped at Praktik-
er than one year ago, 3.8 percent fewer customers at Max
Bahr.

However, average receipts increased in Germany. Per
purchase, Praktiker customers in Germany spent a net aver-
age of 25.88 euro in 2009 (previous year 25.86 euro). Aver-
age receipts at Max Bahr were 26.43 euro net, 2.7 percent
higher than in the previous year (25.74 euro). Average re-
ceipts in international business declined by 13.1 percent to
27.18 euro because customers spent less per purchase and
because Eastern European currencies were worth signifi-
cantly less on average in 2009 compared to one year ago.

Customer contacts and average ticket 2009

Customer contacts Average ticket
Change Change
in % to in %
in million 2008 in€ to 2008
Group B 139.1 24 2623 =37
Germany 7 1006 o -23 2587 08
Praktiker 7 7 - na 18 12588 - 01
Max Bahr , ) 726.47 ) 7—3.87 7276.437 o 2.77
extra Bau+Hobby
(integrated stores) - 32 - 09 120.98 14
International 38.5 -29 27.18 -13.1

Only gardening equipment posts sales increase

Throughout the Group, sales developments in the indi-
vidual assortments varied greatly from country to country
and brand to brand. Overall, the Group only saw higher sales
on articles from the garden equipment range. All other as-
sortments posted declines in sales. The smallest percentage
declines were seen in building materials, paint, tools and
hardware, the biggest in wood and electrical goods.

Gross margin under pressure

In the year under review, the gross profit on sales amount-
ed to 1,192.0 million euro, down 122.1 million euro on the
previous year’s figure (1,314.1 million euro). This represents
a decline of 9.3 percent.

The gross margin was 32.5 percent, 1.1 percentage points
less than in the previous year (33.6 percent). This change
essentially relates to the German market, in particular to the
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Praktiker brand and specifically to the first half of the year.
During this period it was necessary to sell off high inventory
levels at extraordinary price concessions. In the second half,
gross margin was up against the comparable period of the
previous year.

Net sales, gross profit, gross profit margin

in€bn

3.95 3.91
3.66

3.16

3.03

318
% 31.2% 1.26 L) 119
0.95 0.99
2005 2006 2007 2008 2009

Netsales M Gross profit M Gross profit margin

Other operating income mirrors sales development

Other operating income amounted to 69.7 million in the
2009 financial year. This was 7.8 million euro or 10.1 per-
cent less than in the previous year (77.5 million euro). As in
previous years, the items directly associated with the retail
business — rental income, contributions from suppliers and
income from cost reimbursements — accounted for almost
two-thirds of other operating income. Other operating in-
come also included insurance payments of 4.5 million euro,
which essentially compensated expenses and the loss of in-
come related to the blaze of the Praktiker store in Zabrze
(Poland). Similar insurance payments in the previous year
had amounted to 8.7 million euro. These mainly related to a
store that burnt down in Thessalonica (Greece).

Reduction in selling and administrative expenses reflects efforts
to minimise costs

Selling and administrative expenses at the Praktiker Group
decreased by 5.2 percent to 1,197.3 million euro in the year
under review (previous year 1,262.4 million euro). The de-
cline reflects the measures introduced at the beginning of
the year to reduce costs. In absolute figures, the biggest sav-
ings were generated in personnel expenses at 26.0 million.
On average over the year and calculated in full-time equiva-
lents, the Praktiker Group employed 4.8 percent fewer peo-
ple overall in 2009. The biggest percentage decrease within
the major expense items was 14.5 percent for advertising.
The costs of operating stores were up only slightly year-on-
year at 1.1 percent, although the number of locations at the
end of the year was higher than in the last twelve months.
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Operating earnings maintained at reasonable level

Operating earnings (EBITA = earnings before interest, in-
come taxes and amortisation of goodwill) amounted to 62.8
million euro in the year under review. EBITA of 128.8 mil-
lion euro had been reported for the previous year. In spite
of solid reductions in expenses, the Group was unable to
prevent the decline in sales, currency effects and the dete-
rioration in the gross margin from significantly affecting op-
erating earnings. The severe depreciation in Eastern Euro-
pean currencies alone cost around 13 million euro in EBITA.
Nonetheless, earnings do meet the expectations repeatedly
expressed by management during the year, namely that of
being “reasonable” in line with changing general condi-
tions. The EBITA margin for 2009 amounted to 1.7 percent
(previous year 3.3 percent).

Net finance costs again squeezed by currency effects

Net finance costs amounted to 44.3 million euro (previous
year 49.3 million euro). Interest income in 2009 was lower
than in the previous year as interest on short-term cash de-
posits declined further and even approached zero at times.
Meanwhile, interest expenses rose as the result of promis-
sory notes of 50.0 million euro placed in the second quarter.
The interest expense on finance leases amounted to 25.2
million euro. This is a little less than in the previous year
(25.6 million) as no new stores qualified as finance leases.
The net currency result for the period under review was mi-
nus 4.8 million euro (previous year minus 18.6 million euro).
Currency effects relating to the measurement of foreign cur-
rency liabilities as of the reporting date were therefore again
negative for 2009, though not of the same order as in the
same period of the previous year. The net currency loss on
the revaluation of finance lease liabilities of 5.6 million euro
was not taken to cash. This also applies to the accrued in-
terest on liabilities from the convertible bond (4.1 million
euro).

Taking account of the financial result, earnings before
taxes (EBT) amounted to 18.5 million euro (previous year
79.5 million euro).

Earnings
in€m

2005 2006 2007 2008 2009
EBITA - 955 1111 1049 1288 62.8
Financial result 66 14 -225 493 443
EBT - 890 1125 824 795 18.5
Incpme taxes f20.9 f28.4 f75.2 f75.0 -21.8
Net profit/lqssr 681 841 72 44 -93
EPSing 107 143 011 006 -0.18
EVA - -236 -104 474 485 1048
ROCE in % 5.6 6.1 5.0 5.4 36
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Tax expenses unexpectedly high

Tax expenses accounted for a total of 27.8 million (previ-
ous year 75.0 million). Comparability with the previous year
was limited due to the fact that tax expenses for 2008 were
dominated by a write-down on deferred taxes of 53.9 million
euro. However, tax expenses for 2009 were also influenced
by non-recurring factors. Towards the end of the year, the
Greek government resolved to reduce its massive spend-
ing deficit by, among other things, charging a special tax
on profits for the 2008 financial year. For Praktiker this has
meant an expense of around 2.5 million euro.

However, tax expenses would have been higher than
earnings before taxes even without this special tax. There
are various reasons for this:

1. There are some expense items that reduce earnings be-
fore income taxes in the IFRS financial statements but
that are not considered expenses in the tax accounts for
different countries. These include, for example, exchange
rate effects. The total amount of the basis for tax assess-
ment in the countries in the international portfolio is re-
ported higher than in the IFRS financial statements. Thus,
the current taxes incurred are higher than the nominal tax
rate of the respective country would lead one to expect —
based on the IFRS earnings before tax.

2. In Germany, the trade tax had a similar negative effect
as rental expenses cannot fully be set against earnings in
the calculation of the tax base. In particular, Praktiker has
been affected by this particular feature of the trade tax as
the store network is almost exclusively rented and these
additions are not related to actual earnings. This effect
can lead to a sharp rise in the tax rate especially when
earnings before taxes are low.

3. Praktiker has not achieved positive earnings in all coun-
tries of the portfolio. In some countries in which a tax loss
was incurred in the current year, the resulting deferred
tax assets that would have led to tax income and thereby
a reduction in tax expenses could not be realised. One
reason for this was, that in some cases there is a time limit
on using some of these losses and the probability of be-
ing able to use them within this time limit was considered
low.

Overall, the paradoxical result of these factors is that the
tax expense for 2009 is higher than the reported pre-tax
profit. This has resulted in a net loss for the year of 9.3 mil-
lion euro. Earnings per share (EPS) for 2009 amount to a
loss of 0.18 euro per share. Earnings per share for the previ-
ous year had been positive at 0.06 euro.

The financial result and the tax expense include a number
of expense items that do not relate to an outflow of cash.
In the opinion of the management, the outflow of cash is
more significant than the expense. If the financial result and
tax expense were adjusted for these non-cash expenses this



would result in an adjusted net profit for the year (cash earn-
ings) of 8.7 million and cash EPS of 0.13 euro per share. The
comparative previous year’s figures would have been cash
earnings of 79.5 million euro and cash EPS of 1.35 euro.
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Financial position

Investments to safeguard liquidity scaled back

The Praktiker Group invested a total of 73.3 million euro
in the 2009 financial year (previous year 117.6 million euro).
Much of this amount was for revising the store portfolio in
Germany. Four Praktiker stores were opened as substitute
locations, one store that had previously been rented was
bought, renovated and extended and one new Max Bahr
store was opened. Three new stores were added to the store
portfolio outside Germany. A small amount of the total capi-
tal expenditure was directed towards modernising selected
locations and rebuilding the store in Poland that was burnt
down.

Capital expenditure

in€m
167.9
113.8
176
69.7
86.3
61.1 68.0 73.3
0 28.2
479
g |
2005 2006 2007 2008 2009

M Germany International

71.1 million euro of total capital expenditure involved an
outflow of cash (previous year 100.5 million euro). The new
locations opened in 2009 included one store that the Group
owns (Focsani, Romania). The remaining locations qualify
as operating leases under IFRS, none of them qualify as a
finance lease. Capex for finance leases was therefore cor-
respondingly low in 2009 and related solely to conversions
and extensions, amounting to 2.2 million euro (previous
year 17.1 million euro). 43.8 million euro was provided for
modernisation work, store concept conversion and improve-
ments in the IT infrastructure, 34.4 million euro of which in
Germany and 9.5 million euro abroad.

Capital expenditure was slightly higher than depreciation
and amortisation on non-current assets, which amounted to
68.8 million euro in the year under review (previous year
67.8 million euro). Accordingly, net capex totalled 4.5 mil-
lion euro (previous year 49.8 million euro). The funding
ratio for investments from depreciation and amortisation
was 93.8 percent (previous year 57.7 percent).
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Capital expenditure 2009

in€m

Total

Germany 28.2 International

Cash | Non-cash

Maintenance 29.5 Expansion

Net 5 68.8 Depreciation
Rise in liquidity

Cash and cash equivalents amounted to 263.0 million
euro at the end of the year, around 30 million euro more
than in the previous year (233.3 million euro).

The operating cash flow was 83.3 million euro (previous
year 112.0 million euro). While earnings before taxes were
down 61.0 million on the previous year’s figure, inventories
were reduced by 81.5 million. As trade payables were also
61.8 million lower than in the previous year the operating
cash flow fell short of the figure for the previous year.

Cash flow from financing activities resulted in an inflow
of 18.4 million euro. This is mainly due to the effect of the
promissory notes. 71.0 million euro of the cash flow thus
generated was used for investment purposes, the rest con-
tributed towards increasing liquidity levels.

Asset position

Total assets down insignificantly

Total assets came to 2,082.6 million euro, a slight decrease
as against the previous year’s figure of 2,146.3 million euro.
The main changes were due to the fact that the management
board made safeguarding earnings and liquidity its top pri-
ority for the reporting year. This can be seen on the assets
side of the balance sheet by 29.7 million euro rise in cash
and cash equivalents to 263.0 million euro and the reduction
in inventorie