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Fresenius SE & Co. KGaA, Bad Homburg v. d. H6he

Balance Sheet as of December 31, 2019

Assets Liabilities and shareholders' equity
Note Dec 31, 2019 Dec 31, 2018 Note Dec 31, 2019 Dec 31, 2018
KkEUR KkEUR KkEUR kEUR KkEUR KEUR
A. Fixed Assets 4) A. Shareholders' equity
I. Intangible assets 11.596 7.402 I. Subscribed capital (8,9,10, 11, 12)
Ordinary shares 557.380 556.225
II. Tangible assets 122.477 90.513
II. Capital reserves (13) 3.309.150 3.277.432
III. Financial assets 11.192.041 11.172.337
11.326.114 11.270.252 III. Other reserves (14) 2.626.396 2.514.395
B. Current assets IV. Retained earnings (15) 469.134 445.916
6.962.060 6.793.968
I. Accounts receivable and other assets (5)
1. Trade accounts receivable - 2 B. Special reserve for government investment grants (16) 4 5
2. Accounts receivable from related parties 3.376.281 2.756.986
3. Other assets 181.495 3.557.776  202.548  2.959.536 C. Accruals (17)
1. Pensions and similar obligations 84.257 72.986
II. Cash and cash equivalents (6) 2.251 49.025 2. Accruals for income taxes 171.955 135.156
3.560.027 3.008.561 3. Other accruals 36.050 36.496
292.262 244.638
C. Deferred expense (7) 46.008 55.257
D. Liabilities (18)
1. Senior notes 2.400.000 2.200.000
2. Convertible bonds 500.000 1.000.000
3. Bank loans 2.138.369 1.410.022
4. Trade accounts payable 5.275 5.271
5. Accounts payable to related parties 2.512.055 2.526.902
6. _ Other liabilities 117.830 148.106
7.673.529 7.290.301
E. Deferred income (19) 4,294 5.158
14.932.149 14.334.070 14.932.149 14.334.070




Fresenius SE & Co. KGaA, Bad Homburg v. d. HOhe

Profit and Loss Statement January 1 to December 31, 2019

Note 2019 2018

kEUR kEUR
1. Income from participations (22) 760.092 507.881
2. Sales (23) 70.696 63.739
3. Other operating income (24) 141.028 304.407
4. Cost of materials (25) -18.267 -15.316
5.  Personnel expenses (26) -50.891 -45.151
6. Depreciation and amortization on intangible assets and on property, plant and equipment (27) -9.467 -6.098
7.  Other operating expenses (28) -173.681 -196.337
8. Netinterest (29) -88.633 -48.751
9.  Income taxes (30) -50.146 -75.757
10. After tax profit 580.731 488.617
11. Other taxes -533 -64
12. Netincome 580.198 488.553
13. Retained earnings brought forward 936 363
14. Increase of other reserves -112.000 -43.000
15. Retained earnings 469.134 445.916




Notes

Notes Fresenius SE & Co. KGaA

(1) General information

Fresenius SE & Co. KGaA, registered in Bad Homburg
v.d.H. is listed under number B 11852 in the Commer-
cial Register in Bad Homburg v.d.H.

The reporting currency of Fresenius SE & Co. KGaA is
the euro. In order to make the presentation clearer,
amounts are shown in €thousand. Amounts under
€1,000.00 after rounding are marked with ,-".

The preparation of the financial statements has been
done according to the rules of the German Commercial
Code (HGB) as amended by the 2013/34/EU Directive
Implementation Act (BilIRUG) and the rules of the Ger-
man Stock Corporation Act (AktG — Aktiengesetz). The
financial statements include the balance sheet, the
profit and loss statement as well as the Notes. The
profit and loss statement follows the nature of expense
method (Gesamtkostenverfahren).

(2) Structure

The Fresenius Group is as of December 31, 2019, di-
vided into four legally independent business seg-
ments:

® Fresenius Medical Care
e Fresenius Kabi

® Fresenius Helios

e Fresenius Vamed

Fresenius SE & Co. KGaA owns the stakes in the man-
agement companies and functions as an operating
holding.

The list of investments of Fresenius SE & Co. KGaA is
to be found in the enclosure to the Notes.

(3) Accounting principles and standards of
valuation

Acquired intangible assets are valued at purchase
cost less regular amortization. The useful life is nor-
mally between 2 and 5 years, for personal computer
auxiliary programs the useful life is 2 years, and for
know-how up to 5 years.

The value of investments in property, plant and
equipment is stated at the cost of the assets less reg-
ular linear depreciation.

The following useful lives were used for calculating de-
preciation:

o Office and factory buildings 10 - 40 years
e Technical equipment and

machinery 5-10 years
e Other fixtures and fittings,

tools and equipment 3 - 10 years.

Assets with purchase cost of up to €250.00 are fully
written off in the year of addition.

Depreciable movable non-current assets with a value
of more than €250.00 and less than €1,000.00 are
grouped into a collective item which is dissolved
through profit and loss by one fifth in the year of cap-
italization and the following four years each.

Extraordinary depreciation is carried out, provided
that the carrying book value is other than temporarily
impaired.

Financial assets are valued at purchase price or, if
the asset is other than temporarily impaired the lower
market value.

The lower value of non-current assets resulting from
write-downs to fair value has to be reversed if the rea-
sons for the extraordinary write-down no longer apply
(Section 253 (5) HGB).

Accounts receivable and other assets are stated at
nominal value reduced by individual allowance if nec-
essary.

No deferred tax is to be recognized for temporary
differences in valuations in the tax and financial re-
porting balance sheets as long as the net difference
would result in an asset.

The subscribed capital is carried at its nominal
amount.

The special reserve with equity portion that was
built according to Section 247 (3) HGB in previous
years can be retained according to the option in Art.
67 (3) sentence 1 EGHGB.

The pension obligation is determined according to
actuarial principles on the basis of biometric probabil-
ities (Richttafeln Heubeck 2018 G) using the Projected
Unit Credit-Method. Future expected remuneration
and pension increases are taken into account in calcu-
lating the obligation. Remuneration is currently ad-
justed depending on age by between 3% and 4% and
pensions by 1.75%. The company specific fluctuation
rate that is also taken into consideration for the calcu-
lation has been between 0% and 18% depending on
age cohort. The actuarial interest rate applicable to the
pension obligation was 2,71%. This interest rate is



Notes

based on the last-ten-year-average interest rate for an
estimated remaining life of 15 years as determined
and published by the German Federal Bank (Deutsche
Bundesbank). Until December 31, 2015 the actuarial
interest rate was based on the last seven year-average
discount rate. According to Section 253 (6) HGB the
difference from this legal change amounts to
€12,835,985.

Pursuant to Section 253 (1) sentence 3 HGB (security-
based pension obligations), the value of the provisions
for the employee financed life work time account (De-
mografiefonds) is based on the performance of the as-
set value of the corresponding plan reinsurance.

The asset values used to offset the provisions are cal-
culated at their fair values.

Tax accruals and other accruals are accounted for
recognizable risks and uncertain liabilities at the
amounts to be paid and calculated on the basis of a
reasonable commercial assessment. Long term accru-
als are accounted for taking into account future price
and cost increases and are discounted with the last-
seven-year-average discount rate that corresponds to
the remaining life of the accrual.

Liabilities are valued at their settlement amounts.

Foreign currency items are translated with the for-
eign exchange rate at the time of origin or the hedging
rate for hedging transactions.

Assets and liabilities with a remaining life of up to a
year and carried at foreign currencies are translated at
the average closing spot rate according to section
256a HGB.

Assets and liabilities with a remaining expected life of
over one year and carried at foreign currencies are
translated at inception at the foreign currency ex-
change rate, while at the balance sheet date the low-
est closing spot rate is used for translating assets and
the highest closing spot rate is used for translating li-
abilities. If the conditions to apply hedge accounting
are met, the hedging financial instruments and the un-
derlying transactions are combined in a hedge and val-
ued either using the ‘Durchbuchungsmethode’ or the
‘Einfrierungsmethode’. In the first case changes in
value are recognized in the income statement. In the
second case the transaction is recognized at inception
only and changes in value resulting from the hedged
risk are not subsequently recorded in the balance
sheet or statement of income.

Gains and losses from translation to euro of items car-
ried at foreign currencies are recognized in the state-
ment of income under “Other operating income” or
“Other operating expenses”.

Derivative financial instruments are contracted for
hedging purposes only. Both interest rate and foreign
currency derivatives are contracted for hedging.

Besides hedging instruments for cash pool balances
and loans in foreign currencies that Group Companies
have borrowed from Fresenius SE & Co. KGaA or that
Fresenius SE & Co. KGaA has borrowed from Group
Companies or banks, Fresenius SE & Co. KGaA ac-
quires hedging instruments from banks, that are mir-
rored by agreements between Fresenius
SE & Co. KGaA and its affiliated companies at nearly
the same conditions. The affiliated companies use
these agreements to hedge their operating businesses
against foreign currency risks.

Derivative financial instruments are measured at fair
value at balance sheet date. According to German
Commercial Law accounting principles and standards
of valuation any remeasurement losses are recognized
in earnings while remeasurement gains are not taken
into account. When the conditions for hedge account-
ing are met, the underlying asset and the hedging in-
strument are considered together.

Income and expense from profit transfer agreements
is recorded in the same reporting period in which it
arises given that earnings from affiliated companies
are precise enough at the time of preparing the finan-
cial statements and is assured according to reasonable
commercial assessment.

Income from affiliates is recorded at the date when the
distribution of earnings is decided.
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Notes on balance sheet
(4) Fixed assets
The following is a breakdown of fixed assets and their development:
Acquisition costs Write-ups/Depreciation Carrying amount
Cumulated Cumulated
write-ups write-ups
and depreci- and deprecia-
ation as of Disposals tion as of
As of Jan. Reclassifica-  As of Dec. Jan. 01, Additions (Write-ups / Dec. 31, Dec. 31, Dec. 31,
€ in thousands 01, 2019 Additions Disposals tions 31, 2019 2019 (depreciation) depreciation) 2019 2019 2018
Intangible Assets
Concessions, industrial and simi-
lar rights and assets as well as
licenses acquired for considera-
tion 10,919 7,693 581 67 18,098 3,517 2,985 0 6,502 11,596 7,402
10,919 7,693 581 67 18,098 3,517 2,985 0 6,502 11,596 7,402
Tangible Assets
Land, leasehold and buildings in-
cluding buildings on third party
property 119,384 30,977 0 37,311 187,672 72,269 4,273 0 76,542 111,130 47,115
Plant and machinery 1,391 126 0 0 1,517 736 104 0 840 677 655
Other fixtures and fittings, tools
and equipment 15,957 4,070 1,443 798 19,382 11,831 2,105 1,432 12,504 6,878 4,126
Payments on account and tangi-
ble assets in course of construc-
tion 38,617 3,351 0 -38,176 3,792 0 0 0 0 3,792 38,617
175,349 38,5234 1,443 -67 212,363 84,836 6,482 1,432 89,886 122,477 90,513
Financial assets
Shares in related parties 9,513,780 140,000 113,858 0 9,539,922 187 0 0 187 9,539,735 9,513,593
Loans to related parties 1,658,744 10,000 16,438 0 1,652,306 0 0 0 0 1,652,306 1,658,744
11,172,524 150,000 130,296 0 11,192,228 187 0 Q 187 11,192,041 11,172,337
Fixed assets 11,358,792 196,217 132,320 0 11,422,689 88,540 9,467 1,432 96,575 11,326,114 11,270,252
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Tangible assets

Increase in tangible assets and tangible assets in
course of construction is mainly due to the expansion
of the corporate headquarters in Bad Homburg v.d.H.

Financial assets

As of December 31, 2019, Fresenius SE & Co. KGaA
owns stakes in the following domestic management
companies for business segments:

e Fresenius Medical Care AG & Co. KGaA, Hof an der
Saale

e Fresenius Kabi AG, Bad Homburg v.d.H.
® Fresenius ProServe GmbH, Bad Homburg v.d.H.

The percentage of Fresenius Medical Care AG & Co.
KGaA’'s ("FMC-AG & Co. KGaA") subscribed capital
held by Fresenius SE & Co. KGaA at the end of fiscal
year 2019 was 31.64% (previous year 30.75%).
Fresenius SE & Co. KGaA continued to hold 100% of
the management companies of the business segments
Fresenius Kabi (Fresenius Kabi AG) as well as

Fresenius Helios and Fresenius Vamed (both held
through Fresenius ProServe GmbH) on December 31,
2019. Through Fresenius ProServe GmbH, Fresenius
SE & Co. KGaA holds 100% in HELIOS Kliniken GmbH
and in Helios Health GmbH (100% stakeholder of the
Quirénsalud Group) as well as a 77% stake in VAMED
AG.

Fresenius SE & Co. KGaA holds all of the stakes of the
following domestic property management and service
companies as well as foreign finance companies:

e Fresenius Biotech Beteiligungs GmbH
e Fresenius Immobilien-Verwaltungs-GmbH

® Fresenius Immobilien-Verwaltungs-GmbH & Co. Ob-
jekt Schweinfurt KG

e Fresenius Immobilien-Verwaltungs-GmbH & Co. Ob-
jekt St. Wendel KG

e Fresenius Immobilien-Verwaltungs-GmbH & Co. Ob-
jekt Friedberg KG

e Hyginus Publisher GmbH
e Fresenius Versicherungsvermittlungs GmbH
® Fresenius Medical Care Management AG

Fresenius US Finance I, LLC.
Fresenius US Finance II, Inc.
Fresenius Finance Holdings Ltd.
Fresenius Vamed GmbH

All of the subscribed capital of Fresenius Netcare
GmbH is indirectly held via Fresenius Versicher-
ungsvermittlungs GmbH. In the fiscal year 2019 Frese-
nius Netcare GmbH was granted a loan of €10,000
thousand.

Through Fresenius Finance Holdings Ltd. Frese-
nius SE & Co. KGaA indirectly wholly owns Fresenius
Finance Ireland PLC and Fresenius Finance Ireland II
PLC. In the fiscal year 2019 Fresenius SE & Co. KGaA
contributed €140,000 thousand to the additional paid-
in capital of Fresenius Finance Holdings Ltd.

Disposals of shares in related parties of €113,858
thousand correspond to a reduction in the capital of
Fresenius US Finance I Inc. This resulted in foreign ex-
change gains of €19,899 thousand for the Company
that are included in other operating income in the
profit and loss statement.
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(5) Accounts receivable and other assets

Dec. 31, 2019

Dec. 31, 2018

€ in thousands

Trade accounts receivable - 2
(amount with a remaining term of more than (0) (0)
one year)

Accounts receivable from related parties 3,376,281 2,756,986
(amount with a remaining term of more than
one year) (7,037) (10,330)

Other assets 181,495 202,548
(amount with a remaining term of more than (61,900) (107,900)
one year)

3,557,776 2,959,536

Accounts receivables from related parties include
€3,372,901 thousand mainly consisting of loans and
financing related accounts in the context of inhouse
banking (cash pool) (previous year €2,749,630 thou-
sand) as well as €3,380 thousand of trade accounts
receivables (previous year €7,356 thousand).

Other assets mainly contain stock options (call op-
tions) with a value of €61,900 thousand held for hedg-
ing market price fluctuations of the derivative embed-
ded in the convertible bond as well as €1,432 thousand
VAT receivable, and social security related receivables
of €41 thousand (previous year €5 thousand). Also in-
cluded are receivables from corporation tax law
(Korperschaftsteuer) and solidarity surcharge (Soli-
daritatszuschlag) of €107,868 thousand (previous
year €85,786 thousand) which is the expected amount

of outstanding tax assessments for the current and
previous years whereby the years 2018 and 2019 are
particularly affected.

(6) Cash and cash equivalents

Cash and cash equivalents include cash on hand and
cash at banks of €2,251 thousand (previous year
€49,025 thousand).

(7) Deferred expense

The deferred expenses of €46,008 thousand (previous
year €55,257 thousand) mainly consist of discounts
with a net book value of €43,917 thousand as of De-
cember 31, 2019 (previous year: €52,903 thousand).

The placement of a convertible bond in January 2017
resulted in a discount of €61,900 thousand that will be
released on a straight line basis over the lifetime of

the convertible bond. As of December 31, 2019, it is
included in deferred expenses with a value of
€36,108 thousand.

The bonds issued in January 2019 resulted in a dis-
count of €7,895 thousand that will be released on a
straight line basis over the lifetime of the bond. As of
December 31, 2019, itis included in deferred expenses
with a value of €6,945 thousand.

Moreover discounts of €864 thousand from Senior
Notes that were taken over from Fresenius Finance
B.V. in 2016 are included in deferred expenses as of
December 31, 2019 and will be released on a straight
line basis over the lifetime of the Senior Notes.

Furthermore, it includes the prepayment of the Direc-
tors&Officers-Insurance (D&O-Insurance) and the ac-
cidental and product liability insurance.
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(8) Subscribed capital

During the fiscal year 2019, 1,154,825 stock options
were exercised.

The subscribed capital developed as follows:

Consequently, as of December 31, 2019 the sub-
scribed capital of Fresenius SE & Co. KGaA consisted
of 557,379,979 bearer ordinary shares. The shares are

2019 2018
€ in thousands
As of January 1 556,225 554,710
Increase due to exercise of stock options 1,155 1,515
As of December 31 557,380 556,225

(9) Own shares

Fresenius SE & Co. KGaA did not purchase own ordi-
nary shares during the year for distribution to employ-
ees entitled to the profit-sharing program.

(10) Notification by shareholders

The basis for distributing the shares is an agreement
negotiated between the Works Council and the Man-
agement Board in February 2016. The agreement
awards a profit-sharing bonus for the previous year as
far as given performance targets for the given year or
for a period of four years are met. For the year 2018

issued as non-par value shares. The proportionate
amount of the subscribed capital is €1.00 per share.

the targets were not met. Should the targets for the
period 2018 to 2021 be met, own shares will be dis-
tributed subsequently in 2022 for 2018.

As of December 31, 2019, no own shares were held.

The following table shows the notifications disclosed in 2019 in accordance with Section 40 (1) of the German Securities Trading Act (WpHG).

Date of exceeding or

Percentage of Number of vot-

Notifying party Registered office falling below Reporting threshold voting rights ing rights Attribution pursuant to WpHG
26,393,079 Section 34
864,143 Section 38 (1) No. 1
BlackRock, Inc. Wilmington, DE, United States September 9, 2019 Falling below 5% 4.98 508,789 Section 38 (1) No. 2




Notes

In cases where holdings reached, exceeded or fell be-
low the thresholds on several occasions, only the most
recent notification is mentioned.

The Else Krdner-Fresenius-Stiftung as major share-
holder informed Fresenius SE & Co. KGaA on Decem-
ber 18, 2018, that it holds 148,298,594 ordinary
shares of Fresenius SE & Co. KGaA representing
26.6% of the subscribed capital on December 31,
2019. All WpHG-notifications by shareholders in 2019
are published on the website of the Company
www.fresenius.com/shareholder-structure.

(11) Authorized capital

By resolution of the Annual General Meeting on May
18, 2018, the previous Authorized Capital I was re-
voked and a new Authorized Capital I was created.

Accordingly, the general partner, Fresenius Manage-
ment SE, is authorized, with the approval of the Su-
pervisory Board, until May 17, 2023, to increase
Fresenius SE & Co. KGaA’s share capital (subscribed
capital) by a total amount of up to €125,000,000

The Authorized Capital I developed as follows:

through a single or multiple issues of new bearer ordi-
nary shares against cash contributions and / or contri-
butions in kind (Authorized Capital I).

The number of shares must increase in the same pro-
portion as the subscribed capital. A subscription right
must be granted to the shareholders in principle. In
defined cases, the general partner is authorized, with
the consent of the Supervisory Board, to decide on the
exclusion of the shareholders’ subscription right (e. g.
to eliminate fractional amounts). For cash contribu-
tions, the authorization can only be exercised if the
issue price is not significantly below the stock ex-
change price of the already listed shares at the time
the issue price is fixed with final effect by the general
partner. Furthermore, in case of a capital increase
against cash contributions, the proportionate amount
of the shares issued with exclusion of subscription
rights may not exceed 10% of the subscribed capital.
An exclusion of subscription rights in the context of the
use of other authorizations concerning the issuance or
the sale of the shares of Fresenius SE & Co. KGaA or
the issuance of rights which authorize or bind to the
subscription of shares of Fresenius SE & Co. KGaA has
to be taken into consideration during the duration of

the Authorized Capital until its utilization. In the case
of a subscription in kind, the subscription right can be
excluded only in order to acquire a company, parts of
a company or a participation in a company.

The authorizations granted concerning the exclusion of
subscription rights can be used by Fresenius Manage-
ment SE only to such extent that the proportional
amount of the total number of shares issued with ex-
clusion of the subscription rights does not exceed 10%
of the subscribed capital. An exclusion of subscription
rights in the context of the use of other authorizations
concerning the issuance or the sale of the shares of
Fresenius SE & Co. KGaA or the issuance of rights
which authorize or bind to the subscription of shares
of Fresenius SE & Co. KGaA has to be taken into con-
sideration during the duration of the Authorized Capi-
tal until its utilization.

The changes to the Authorized Capital I became effec-
tive upon registration with the commercial register on
June 18, 2018.

2019 2018
€ in thousands
Brought forward from previous Authorized Capital I at January 1 125,000 114,852
Revocation of previous Authorized Capital I due to resolution of the Annual General meeting 0 -114,852
Creation of a new Authorized Capital I due to resolution of the Annual General meeting 0 125,000
Reduction due to issuance of bearer ordinary shares 0

As of December 31

125,000 125,000
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(12) Conditional Capital of Fresenius SE & Co. KGaA: Conditional Capital II Conditional Capital III exists for the authorization
(Stock Option Plan 2008) and Conditional Capital IV to issue option bearer bonds and / or convertible

The following Conditional Capitals exist in order to ful- (Stock Option Plan 2013). Another bonds.

fill the subscription rights under the stock option plans

The Conditional Capital I for the Fresenius AG Stock Option Plan 2003 developed as follows:

Ordinary shares

in €
As of January 1, 2019 4,735,083
As of December 31, 2019 4,735,083

The Conditional Capital II for the Fresenius SE Stock Option Plan 2008 developed as follows:

Ordinary shares

in €

As of January 1, 2019 4,296,814
Decrease due to exercise of stock options -843,877
As of December 31, 2019 3,452,937

The Conditional Capital III, for option bearer bonds and / or convertible bonds, developed as follows:

Ordinary shares

in €
As of January 1, 2019 48,971,202
As of December 31, 2019 48,971,202
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The Conditional Capital IV for the Fresenius SE & Co. KGaA Stock Option Plan 2013 developed as follows:

Ordinary shares

in €

As of January 1, 2019 24,257,969
Decrease due to exercise of stock options -310,948
As of December 31, 2019 23,947,021

Description of the Fresenius SE & Co. KGaA
share-based compensation plans in place

As of December 31, 2019, Fresenius SE & Co. KGaA
had two share-based compensation plans in place: the
Fresenius SE & Co. KGaA Long Term Incentive Pro-
gram 2013 (2013 LTIP) which is based on stock op-
tions and phantom stocks and the Long Term Incentive
Plan 2018 (LTIP 2018) which is solely based on per-
formance shares. On June 30, 2017, the term of the
options granted under the Fresenius AG Stock Option
Plan 2003 expired. Currently, solely LTIP 2018 can be
used to grant performance shares.

2018 LTIP

On April 12, 2018 and March 15, 2018, respectively,
the Management Board and Supervisory Board of the
general partner, Fresenius Management SE, resolved
the Long Term Incentive Plan 2018 (LTIP 2018).

The LTIP 2018 is based solely on virtual stocks (per-
formance shares). The performance shares issued
through the plan are non-equity-backed, virtual com-
pensation instruments. When performance targets are
reached and other prerequisites are met, they guaran-
tee the entitlement to a cash payment by Fresenius SE
& Co. KGaA or one of its affiliated companies.

The new plan is available both for members of the
Management Board (with the exception of Mr. Rice
Powell, who receives his compensation from Fresenius
Medical Care Management AG) and other executives.
Performance shares may be granted once annually
over a period of five years. The grant to the members
of the Management Board is made by the Supervisory
Board of the general partner, Fresenius Management
SE, the grant to the other executives is made by the
Management Board of Fresenius Management SE, in
each case on the basis of a grant value determined at
its discretion. The grant value is determined in consid-
eration of the personal performance and the responsi-
bilities of the concerned plan participant. The number
of performance shares granted is calculated through
applying the grant value and the average stock market
price of the Fresenius share over the period of 60 stock
exchange trading days prior to the grant date.

The number of performance shares may change over
a period of four years, depending on the level of
achievement of the performance targets described in
more detail below. This could entail the entire loss of
all performance shares or also — at maximum - the
doubling of their number. The resulting number of per-
formance shares, which is determined after a perfor-
mance period of four years and based on the respec-
tive level of target achievement, is deemed finally
earned four years after the date of the respective
grant. The number of vested performance shares is
then multiplied by the average stock exchange price

of Fresenius SE & Co. KGaA's share over a period of
60 stock exchange trading days prior to the lapse of
this vesting period plus the total of the dividends per
share of Fresenius SE & Co. KGaA paid by Fresenius
SE & Co. KGaA between the grant date and the vesting
date. The resulting amount will be paid to the respec-
tive plan participant in cash. The potential disburse-
ment entitlement of each member of the Management
Board is limited to a maximum value of 250% of the
grant value, the entitlement of all other plan partici-
pants is limited to a maximum value of 400%.

The LTIP 2018 has two equally weighted performance
targets: firstly, the growth rate of the adjusted net in-
come (adjusted for currency effects) and, secondly,
the relative Total Shareholder Return based on the
STOXX Europe 600 Health Care Index. Disbursement
entitlement requires that at least one of the two per-
formance targets must be reached or surpassed over
the four-year performance period.

For the performance target "Net Income Growth Rate”
a level of target achievement of 100% is reached when
the same is at least 8% over the four-year
performance period. If the growth rate falls below or
corresponds to only 5%, the level of target
achievement is 0%. If the growth rate is between 5%
and 8%, the level of target achievement is between
0% and 100%, while, where the growth rate is
between 8% and 20%, the level of target achievement
will be between 100% and 200%. Intermediate values
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are calculated through linear interpolation. The net
income is the consolidated net income attributable to
shareholders of Fresenius SE & Co. KGaA reported in
the consolidated financial statements of Fresenius SE
& Co. KGaA prepared in accordance with IFRS,
adjusted for extraordinary effects.

The determination of the adjusted net income (ad-
justed for currency effects) and the change in compar-
ison with the adjusted net income (not adjusted for
currency effects) of the previous Fresenius Group fis-
cal year will be verified in a binding manner by the
auditors of Fresenius SE & Co. KGaA on the basis of
the audited consolidated financial statements. For the
ascertainment of the currency translation effects, all
line items of the income statements of the companies
that are included in the consolidated financial state-
ments and which have a functional currency other than
the reporting currency (Euro) of the Fresenius Group
are translated with the average exchange rates of the
Fresenius Group fiscal year of the consolidated finan-
cial statements that are the basis for the comparison.

For the “Total Shareholder Return” performance tar-
get, a target achievement of 100% is met when the
Total Shareholder Return of Fresenius SE & Co. KGaA
in comparison with the Total Shareholder Return of the
other companies of the STOXX Europe 600 Health Care
Index achieves an average ranking within the bench-
mark companies, i. e. exactly in the middle (50th per-
centile), over the four-year performance period. If the
ranking corresponds to the 25th percentile or less, the
level of target achievement is 0%. Where the ranking
is between the 25th percentile and the 50th percentile,
the level of target achievement is between 0% and
100%; and, for a ranking between the 50th percentile
and the 75th percentile, between 100% and 200%.
Intermediate values will also be calculated through lin-
ear interpolation. Total Shareholder Return denotes
the percentage change in the stock market price within
the performance period including re-invested divi-
dends and all capital measures, whereby capital

measures are to be calculated through rounding down
to the fourth decimal place.

The ranking values are determined using the compo-
sition of STOXX Europe 600 Health Care on the grant
date. For equalization purposes, the relevant market
price is the average market price in the period of 60
stock exchange trading days prior to the beginning and
end of a performance period; the relevant currency is
that of the main stock exchange of a company, which
was listed in STOXX Europe 600 Health Care on the
grant date.

A level of target achievement in excess of 200% is not
possible for both performance targets.

To calculate the level of overall target achievement,
the level of target achievement of the two performance
targets are given equal weighting. The total number of
performance shares vested on each plan participant is
calculated through multiplying the number of perfor-
mance shares granted by the overall target achieve-
ment.

In the event of violation of compliance rules, the Su-
pervisory Board of Fresenius Management SE, in due
exercise of its discretion, is entitled to reduce the num-
ber of performance shares vested on a member of the
Management Board to zero. Regarding all other plan
participants, such decision is made by the Manage-
ment Board of Fresenius Management SE. Further-
more, Fresenius SE & Co. KGaA is entitled to a com-
plete or partial reimbursement in the event of violation
of compliance rules in the period of three years follow-
ing disbursement.

2013 LTIP.

The 2013 LTIP is comprised of the Fresenius SE & Co.
KGaA Stock Option Plan 2013 (2013 SOP) and the
Fresenius SE & Co. KGaA Phantom Stock Plan 2013
(2013 PSP). It combines the granting of stock options

with the granting of phantom stock awards which en-
title the holder to receive cash payments upon exer-
cising the phantom stock. Each of the 2013 SOP and
2013 PSP making up the 2013 LTIP have been estab-
lished under a stand-alone legal documentation.

2013 SOP

Under the 2013 SOP, which was approved by the An-
nual General Meeting of Fresenius SE & Co. KGaA on
May 17, 2013, Fresenius Management SE was origi-
nally authorized to issue up to 8.4 million subscription
rights for an amount of 8.4 million non-par value ordi-
nary bearer shares of Fresenius SE & Co. KGaA until
May 16, 2018.

Of the up to 8.4 million options, up to 1.6 million op-
tions were designated for members of the Manage-
ment Board of Fresenius Management SE; up to 4.4
million options were designated for members of the
management of directly or indirectly affiliated compa-
nies (except for Fresenius Medical Care) and up to 2.4
million options were designated for executive employ-
ees of Fresenius SE & Co. KGaA and its affiliated com-
panies (except for Fresenius Medical Care).

In connection with the stock split in 2014, the total
volume of not yet granted subscription rights in-
creased in the same proportion as the subscribed cap-
ital (factor 3) as far as options had not yet been
granted under the 2013 SOP. The same applies to the
subsets of the subscription rights that are attributable
to individual groups of participants. For stock options
that were granted before the stock split 2014 came
into effect, the entitlement of the participants to re-
ceive new shares through the exercise of stock options
increased in the same proportion as the subscribed
capital (factor 3). The participants are now entitled to
receive three bearer ordinary shares of Fresenius SE &
Co. KGaA. The exercise price was reduced proportion-
ally.
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The granting of the options occurred in five annual
tranches, each to the last Monday in July or the first
Monday in December. With respect to new options, the
Supervisory Board of Fresenius Management SE deter-
mined the stock options granted to members of Frese-
nius Management SE’s Management Board, whereas
the Management Board of Fresenius Management SE
determined the other participants in the 2013 SOP and
the stock options granted to them.

The exercise price of an option equals the volume-
weighted average stock market price (closing price) of
the non-par value ordinary bearer share of Fresenius
SE & Co. KGaA in the electronic Xetra trading of
Deutsche Borse AG in Frankfurt am Main, or a compa-
rable successor system, on the last 30 calendar days
prior to the respective grant date.

Options granted have an eight-year term but can be
exercised only after a four-year vesting period. The
exercise of options is subject to the condition prece-
dent, in each case, that the annual success target
within a four-year waiting period is achieved. The suc-
cess target is achieved in each case if, after the grant-
ing of the options to the respective entitled person,
either (i) the consolidated net income attributable to
shareholders of Fresenius SE & Co. KGaA according to
IFRS, adjusted for extraordinary effects and on a con-
stant currency basis, has increased by at least 8% per
annum in comparison to the previous year in each case
within the waiting period, or (ii) - if this is not the case
- the compounded annual growth rate of the consoli-
dated net income attributable to shareholders of
Fresenius SE & Co. KGaA according to IFRS, adjusted
for extraordinary effects and on a constant currency
basis, during the four years of the waiting period
amounts to at least 8%. In the event that the success
target within the four-year waiting period is not
achieved for the individual years or for the com-
pounded annual growth rate, the options issued in
each case are forfeited in proportion to the non-
achievement of the success target within the waiting
period, i. e. by one quarter, two quarters, three

quarters, or completely. The performance targets for
the years 2013 to 2019 were met.

The adjusted net income attributable to shareholders
of Fresenius SE & Co. KGaA according to IFRS (cur-
rency adjusted) and changes thereto compared to the
adjusted net income according to IFRS (without cur-
rency adjustment) of the relevant comparison year
shall be verified with binding effect in each case by the
auditors of Fresenius SE & Co. KGaA on the basis of
the audited consolidated financial statements. Upon
exercise of vested options, Fresenius SE & Co. KGaA
has the right to grant treasury shares in lieu of increas-
ing capital by the issuance of new shares.

After the expiration of the waiting period, all options
in respect of which the success target has been
achieved may be exercised at any time outside the
designated blackout periods.

The last options were granted in 2017.
2013 PSP

Fresenius SE & Co. KGaA’s 2013 PSP was established
in May 2013, together with the 2013 SOP in line with
the 2013 LTIP. Awards of phantom stock can be
granted on each stock option grant date. Phantom
stock awarded under the 2013 PSP may be granted to
the members of Fresenius Management SE’s Manage-
ment Board, the members of the management of di-
rectly or indirectly affiliated companies (except for
Fresenius Medical Care) and to executive employees
of Fresenius SE & Co. KGaA and its affiliated compa-
nies (except for Fresenius Medical Care).

The holders of phantom stocks, that had been issued
before the stock split 2014 came into effect, were
granted an economic compensation through retroac-
tively tripling the number of phantom stocks granted
before the stock split 2014 came into effect.

As under the 2013 SOP, the Supervisory Board of
Fresenius Management SE determined the phantom
stocks granted to members of Fresenius Management
SE’s Management Board, whereas the Management
Board of Fresenius Management SE determined the
other participants in the 2013 PSP and the phantom
stocks granted to them.

Phantom stock awards under the 2013 PSP entitle the
holder to receive a cash payment. Each phantom stock
award shall entitle the holder to receive the volume-
weighted average stock market price (closing price) of
the non-par value ordinary bearer share of
Fresenius SE & Co. KGaA in the electronic Xetra
trading of Deutsche Borse AG in Frankfurt am Main, or
a comparable successor system, during the last three
months prior to the date the phantom stock is
exercised.

The exercise of phantom stock is subject to the condi-
tion precedent, in each case, that the annual success
target within a four-year waiting period is achieved.
The success target is achieved in each case if, after
the granting of the subscription rights to the respective
entitled person, either (i) the consolidated net income
attributable to shareholders of Fresenius SE & Co.
KGaA according to IFRS, adjusted for extraordinary ef-
fects and on a constant currency basis, has increased
by at least 8% per annum in comparison to the previ-
ous year in each case within the waiting period, or (ii)
- if this is not the case - the compounded annual
growth rate of the consolidated net income attributa-
ble to shareholders of Fresenius SE & Co. KGaA ac-
cording to IFRS, adjusted for extraordinary effects and
on a constant currency basis, during the four years of
the waiting period amounts to at least 8%. In the
event that the success target within the four-year
waiting period is not achieved for the individual years
or for the compounded annual growth rate, the phan-
tom stock awards issued in each case are forfeited in
proportion to the non-achievement of the success tar-
get within the waiting-period, i.e. by one quarter, two
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quarters, three quarters, or completely. The perfor-
mance targets for the years 2013, to 2019 were met.

The adjusted net income attributable to shareholders
of Fresenius SE & Co. KGaA according to IFRS (cur-
rency adjusted) and changes thereto compared to the
adjusted net income according to IFRS (without cur-
rency adjustment) of the relevant comparison year
shall be verified with binding effect in each case by the
auditors of Fresenius SE & Co. KGaA on the basis of
the audited consolidated financial statements.

After the expiration of the waiting period, all exercisa-
ble phantom stock will be deemed to be exercised and
cashed out on March 1 following the end of the waiting
period (or the following banking day).

The last phantom stocks were granted in 2017.
Stock Option Plan 2008

During 2008, Fresenius SE adopted the 2008 Plan to
grant subscription rights to members of the Manage-
ment Board and executive employees of the Company
and affiliated companies. Under the 2008 Plan, origi-
nally, up to 6.2 million options could be issued, which
carried the entitlement to exclusively obtain 6.2 mil-
lion ordinary shares.

For stock options that were granted before the stock
split 2014 came into effect, the entitlement of the par-
ticipants to receive new shares through the exercise of
stock options increased in the same proportion as the
subscribed capital (factor 3). The participants were
then entitled to receive three bearer ordinary shares

of Fresenius SE & Co. KGaA. The maximum number of
ordinary shares to be issued increased accordingly.
The exercise price was reduced proportionally.

The options granted had a seven-year term but could
be exercised only after a three-year vesting period.
The vesting of options granted was mandatorily
subject to the condition, in each case, that the annual
success target within the three year vesting period was
achieved. For each such year, the success target was
achieved if the consolidated net income attributable to
shareholders of Fresenius SE & Co. KGaA, adjusted for
extraordinary effects, had increased by at least 8%
compared to the respective adjusted net income
attributable to shareholders of Fresenius SE & Co.
KGaA of the previous fiscal year. The adjusted net
income attributable to shareholders of Fresenius SE &
Co. KGaA was calculated on the basis of the calculation
method of the accounting principles according to U.S.
GAAP. For the purposes of the 2008 Plan, the adjusted
net income attributable to shareholders of Fresenius
SE & Co. KGaA was determined and verified with
binding effect by Fresenius SE & Co. KGaA’s auditor
during the audit of the consolidated financial
statements. The performance targets were met in all
years. If all conditions were fulfilled, stock options
could be exercised throughout the year with the
exception of certain pre-determined blackout periods.

This stock incentive plan was replaced by the 2013
SOP. The last options were granted in 2012. On
December 2, 2019, the term of the options granted
under the 2008 Plan expired.

Transactions during 2019

On September 9, 2019, Fresenius SE & Co. KGaA
awarded 795,741 performance shares under the
LTIP 2018, the total fair value at the grant date being
€36 million, including 198,415 performance shares or
€9 million awarded to the members of the Manage-
ment Board of Fresenius Management SE. The fair
value per performance share at the grant date was
€45.36.

During the fiscal year 2019, Fresenius SE & Co. KGaA
received cash of €33 million from the exercise of
1,154,825 stock options. The average stock price of
the ordinary share at the exercise date was €48.23.
The exercise of these stock options resulted in a cash
inflow of €33 million for Fresenius SE Co. KGaA.

Out of 8,435,555 outstanding stock options issued un-
der the 2013 LTIP, 4,245,296 were exercisable at De-
cember 31, 2019. The members of the Fresenius Man-
agement SE Management Board held 1,434,375 stock
options. 631,021 phantom stocks issued under the
2013 LTIP were outstanding at December 31, 2019.
The members of the Fresenius Management SE Man-
agement Board held 114,762 phantom stocks and the
employees of Fresenius SE Co. KGaA €62,695 phan-
tom stocks. At December 31, 2019, the Management
Board members of Fresenius Management SE held
331,849 performance shares and employees of Frese-
nius SE & Co. KGaA held 993,600 performance shares
under the LTIP 2018.
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Stock option transactions are summarized as follows:

Stock options

Number
Number as of December 31, 2018 9,932,343
less forfeited options -341,963
less exercises -1,154,825
Number as of December 31, 2019 8,435,555

(13) Capital reserves

Capital reserves comprise the premium paid on the issue of shares and the exercise of stock options (additional paid-in capital).

The capital reserves have developed during the fiscal year as follows:

2019 2018
€ in thousands
As of January 1 3,277,432 3,234,846
Increase due to
exercise of stock options 31,718 42,586
As of December 31 3,309,150 3,277,432

The capital reserve exceeds 10% of the subscribed
capital and therewith conforms with the legal reserve

as in section 150 (1) and (2) of the German Stock Cor-

poration Act (AktG).
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(14) Other reserves

Other reserves developed as follows:

2019 2018
€ in thousands
As of January 1 2,514,395 2,471,395
Additions to other reserves from net income of the period 112,000 43,000
As of December 31 2,626,395 2,514,395

According to the restrictions in Section 253 (6) HGB,
an amount of €12,836 thousand of other reserves shall
not be distributed.

(15) Retained earnings

Accumulated profits from the prior year of €936 thou-
sand are included in retained earnings in accordance
with the decision taken at the Annual General Meeting
on May 17, 2019.

Given that the amount of capital that shall not be dis-
tributed is sensibly higher than retained earnings,
there is no distribution restriction for this amount.

(16) Special reserve for government invest-
ment grants

Special reserves primarily comprise government in-
vestment grants and subsidies according to sections 1,
4 and 4b of the German Investment Subsidy Code
(InvZulG). Dissolution of grants and subsidies is
spread over the useful life of the subsidized assets.
The yearly dissolution (€1 thousand) is included in the
profit and loss statement under “Other operating in-
come”.

(17) Accrued expenses

The pension obligation has been determined accord-
ing to the method described under Note (3) “Account-
ing principles and standards of valuation”. Included in
accrued expenses is an obligation of €24,726 thousand

in favor of Fresenius Management SE for pension obli-
gations related to its Management Board members.

In accordance with legal regulations the employee
credit balances of partial retirement agreements
are secured against insolvency. To fulfill this purpose
the company buys shares of a money-market-similar
investment fund in the amount of the cumulated credit
balances. The securitization is done via pledging the
investment fund shares to a trustee, hence the secu-
rities have the sole purpose of fulfilling the obligations
derived from the partial retirement agreements and
are not available to other creditors. They have been
netted with their matching obligations following Sec-
tion 246 (2) sentence 2 HGB. The acquisition cost of
these securities at the date of issuance reflects their
fair value.
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Dec. 31, 2019

€ in thousands

Amount to be paid for partial retirement agreements 528
Fair value of matching securities 313
Funded status (surplus of obligations over assets) 215
Acquisition cost of securities 313

On the basis of a Works Council Agreement from 2009
and starting on January 1, 2010, employees can par-
ticipate in a demography fund (Demografiefonds) by
contributing part of their compensation or working
time to an account run by Fresenius SE & Co. KGaA in
exchange of time-off in the future. The credit balances
of the employees are invested in an insurance product

via a trust agreement so that Fresenius SE & Co. KGaA
and its creditors do not have access to the funds. This
construction is a security-based pension obligation in
the sense of Section 253 (1) sentence 3 HGB. The
amount provisioned for the time balances of the em-
ployees corresponds to the fair value of the insurance
product. The fair value results from the forecasted

Dec 31, 2019

€ in thousands

Amount to be paid for obligations from the demography fund 2,893
Fair value of matching insurance 2,893
Funded status (surplus of assets over obligations) 0
Acquisition cost of insurance 2,599

The statement of income includes €52 thousand of
netted expense and income, from the valuation of the
insurance product and the corresponding provision.

Accruals for income taxes include estimated
amounts of outstanding tax payments from current
year as well as prior years.

Other accruals mainly include accruals for personnel
expenses of €21,361 thousand (previous year:

actuarial reserves of the insurance company plus the
present profit sharing on the surplus.

€21,404 thousand) as well as for invoices outstanding
of €6,144 thousand (previous year: €3,997 thousand)
and accruals to cover foreign currency risks of
€3,012 thousand (previous year: €4,376 thousand).
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(18) Liabilities

Dec. 31, 2019

Dec. 31, 2018

Thereof with a remaining term of

Thereof with a remaining term of

up to 1 year to over 5 up to 1 year to over 5
Total 1 year 5 years years Total 1 year 5 years years
€ in thousands
Senior notes 2,400,000 500,000 900,000 1,000,000 2,200,000 800,000 950,000 450,000
Convertible bonds 500,000 0 500,000 0 1,000,000 500,000 0 500,000
Bank loans 2,138,369 382,223 1,212,369 543,777 1,410,022 78,537 679,243 652,242
Trade accounts payable 5,275 5,275 0 0 5,271 5,271 0 0
Accounts payable to 2,512,055 2,109,573 281,046 121,436 2,526,902 2,148,014 270,009 108,879
related parties
Other liabilities 117,830 55,930 61,900 0 148,106 40,105 46,101 61,900
7,673,529 3,053,001 2,955,315 1,665,213 7,290,301 3,571,927 1,945,353 1,773,021
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Senior Notes

The following table shows the liabilities from the Senior Notes as of December 31, 2019.

Issuer

Fresenius SE & Co. KGaA 2013/2020
Fresenius SE & Co. KGaA 2014/2021
Fresenius SE & Co. KGaA 2014/2024
Fresenius SE & Co. KGaA 2019/2025
Fresenius SE & Co. KGaA 2019/2029

On January 21, 2019, Fresenius SE & Co. KGaA issued
bonds with an aggregate volume of €1.0 billion. The
bonds consist of 2 tranches with maturities of 6 and
10 years. The coupon of the 6-year tranche of €500
million is 1.875% and was issued at a price of
99.257%. The €500 million tranche with a 10-year
maturity has a coupon of 2.875% and was issued at a
price of 99.164%. The proceeds were used for general
corporate purposes including refinancing of the bonds
issued by Fresenius SE & Co. KGaA in the amount of
€300 million due on February 1, 2019 and €500 million
due on April 15, 2019. These were redeemed at ma-
turity.

On January 15, 2020, Fresenius SE & Co. KGaA issued
bonds in the amount of €750 million. The bonds have
a maturity of eight years and a coupon of 0.750%. The
bonds were issued at a price of 99.514%. The pro-
ceeds were used for general corporate purposes, in-
cluding refinancing of existing financial liabilities.

Nominal Value

Maturity Date Interest Rate

€500 million July 15, 20 2.875%
€450 million Feb. 1, 21 3.00%
€450 million Feb. 1, 24 4.00%
€500 million Feb. 15, 25 1.875%
€500 million Feb. 15, 29 2.875%

Convertible bonds, equity-neutral

On March 18, 2014, Fresenius SE & Co. KGaA placed
€500 million equity-neutral convertible bonds due
2019. The bonds were issued at par. The coupon was
fixed at 0%. The convertible bonds, due on September
24, 2019 were repaid as scheduled.

Moreover, on January 31, 2017, Fresenius SE & Co.
KGaA issued €500 million of equity-neutral convertible
bonds due 2024. The convertible bonds will not bear
any interest. The issue price was fixed at 101% of the
nominal value. The proceeds were used to fund the
acquisition of IDCSalud Holding S.L.U. (Quirénsalud)
and for general corporate purposes. The coupon was
fixed at 0%. On December 31, 2019 the conversion
price was €106.4928.

The fair value of the derivative embedded in the con-
vertible bonds of Fresenius SE & Co. KGaA was 2 mil-
lion at December 31, 2019. Fresenius SE & Co. KGaA
purchased stock options (call options) with a corre-
sponding fair value to hedge future fair value fluctua-
tions of this derivative. The embedded derivative and
the call options build a hedge relationship and are

accounted for in other assets and other liabilities at a
book value of €62 million each following the “Einfri-
erungsmethode”.

The conversions will be cash-settled. Any increase of
Fresenius’ share price above the conversion price
would be offset by a corresponding value increase of
the call options.

Bank loans
Schuldschein Loans

At December 31, 2019 Fresenius SE & Co. KGaA had
€1,827 million (previous year: €1,283 million) liabili-
ties from Schuldschein Loans.

On September 23, 2019, Fresenius SE & Co. KGaA is-
sued €700 million of Schuldschein Loans in tranches of
4, 7 and 10 years with fixed and variable interest
rates. The proceeds were used for general corporate
purposes including refinancing of the convertible
bonds issued by Fresenius SE & Co. KgaA in the
amount of €500 million due on September 24, 2019.
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In order to optimize the capital structure and to further
reduce financing costs, two floating rate tranches of
Schuldschein Loans due originally on April 2, 2020 in
the amount of €55 million and €101 million have been
terminated and prepaid as per April 2, 2019.

The Schuldschein Loans of Fresenius SE & Co. KGaA
are guaranteed by Fresenius Kabi AG and Fresenius
ProServe GmbH.

Commercial-Paper-Program

Fresenius SE & Co. KGaA has a commercial paper pro-
gram under which Fresenius SE & Co. KGaA and
Fresenius Finance Ireland PLC can issue up to
€1,000 million in short-term notes. As of December
31, 2019, the commercial paper program was not uti-
lized by Fresenius SE & Co. KGaA (previous year: uti-
lized by €5 million).

(20) Contingent liabilities

Accounts payable to related parties

Accounts payable to related parties comprise loans
and financing accounts with affiliated companies in the
context of inhouse banking (cash pool) in an amount
of €2,507,592 thousand (previous year €2,522,334
thousand).

Included in this item are liabilities of €4,693 thousand
(previous year €3,908 thousand) in favor of the gen-
eral partner Fresenius Management SE. Moreover, lia-
bilities of €38,059 thousand (previous year €34,451
thousand) in favor of Fresenius Management SE are
included in pension liability and other liabilities.

Other liabilities

Other liabilities primarily include €61,900 thousand li-
abilities from the derivative embedded in the convert-
ible bond (previous year €107,900 thousand) as well
as interest liabilities, and tax liabilities.

Tax liabilities amount to €710 thousand (previous year
€663 thousand).

(19) Deferred income

Deferred income of €4,294 thousand (previous year
€5,158 thousand) relates mainly to premiums.

The placement of the convertible bond in January 2017
resulted in a premium of €5,000 thousand that will be
released on a straight line basis over the lifetime of
the convertible bond. As of December 31, 2019, it is
included in deferred income with a value of
€2,917 thousand.

Moreover, a premium of €2,253 thousand resulted
from a senior note and shall be released on a straight
line basis over the term of the senior note. As of De-
cember 31, 2019, itis included in deferred income with
a value of €1,226 thousand.

According to our judgment the affected companies can meet the underlying obligations in any case and assertion of the claim is, taking into account the positive earnings
situation of the affiliated companies, currently not expected

2019 2018

€ in thousands
Contingencies from indemnity agreements and guarantees 6,633,706 6,698,943
(thereof amount in favor of and from affiliated companies) (6,628,509) (6,695,969)
Commitments from retirement provisions 16,355 16,265
(thereof amount to affiliated companies) (16,355) (16,265)
6,650,061 6,715,208
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Commitments from retirement provisions comprise li-
abilities for joint commitments resulting from transfer-
ring pension obligations to affiliated companies of the
business segments.

Fresenius SE & Co. KGaA has committed itself to ex-
empt on certain preconditions various members of the
managing boards of foreign affiliates from claims, in
case such claims were made due to their function as
members of the managing board of the affiliates con-
cerned, and these claims were based on the law of the
respective country.

Fresenius SE & Co. KGaA has committed itself, to the
extent legally admissible, to indemnify the members
of the Management Board of Fresenius Management

SE against claims against them arising from their work
for the Company and its affiliates, if such claims ex-
ceed their responsibilities under German law. To se-
cure such obligations, the Company concluded a ‘Di-
rectors & Officers’ insurance with an excess, in com-
pliance with stock corporation requirements. The in-
demnity applies for the time in which each member of
the Management Board is in office and for claims in
this connection after the ending of the membership of
the Management Board in each case.

Commercial-Paper-Program

Fresenius SE & Co. KGaA guarantees the commercial
paper issued by Fresenius Finance Ireland PLC under
the Commercial-Paper-Program. As of December 31,

The following table shows these liabilities of these subsidiaries as of December 31, 2019.

Issuer

Fresenius US Finance II, Inc. 2014/2021
Fresenius US Finance II, Inc. 2015/2023
Fresenius Finance Ireland PLC 2017/2022
Fresenius Finance Ireland PLC 2017/2024
Fresenius Finance Ireland PLC 2017/2027
Fresenius Finance Ireland PLC 2017/2032

All bonds of Fresenius US Finance II, Inc. and Frese-
nius Finance Ireland PLC, may be redeemed prior to
their maturity at the option of the issuers at a price of
100% plus accrued interest and a premium calculated
pursuant to the terms of the indentures under ob-
servance of certain notice periods. The holders have
the right to request that the issuers repurchase the
bonds at 101% of principal plus accrued interest upon

Nominal Value

Maturity Date Interest Rate

US$300 million Feb. 1, 21 4.25%
US$300 million Jan. 15, 23 4.50%
€700 million Jan. 31, 22 0.875%
€700 million Jan. 30, 24 1.50%
€700 million Feb. 1, 27 2.125%
€500 million Jan. 30, 32 3.00%

the occurrence of a change of control followed by a
decline in the rating of the respective bonds.

Fresenius SE & Co. KGaA has agreed to a number of
covenants to provide protection to the holders of
bonds issued before 2017, which partly restrict the
scope of action of Fresenius SE & Co. KGaA and its
subsidiaries (excluding Fresenius Medical Care AG &

2019, the commercial paper program was utilized by
Fresenius Finance Ireland PLC in the amount of
€953 million.

Senior Notes

Fresenius SE & Co. KGaA guarantees the Senior Notes
of Fresenius US Finance II, Inc. and Fresenius Finance
Ireland PLC, all of them directly or indirectly wholly-
owned subsidiaries of Fresenius SE & Co. KGaA.

Co. KGaA (FMC-AG & Co. KGaA) and its subsidiaries).
These covenants include restrictions on further debt
that can be raised, the mortgaging or sale of assets,
the entering into sale and leaseback transactions as
well as mergers and consolidations with other compa-
nies. Some of these restrictions were suspended auto-
matically as the rating of the respective bonds reached
investment grade status. As of December 31, 2019,
the Fresenius Group was in compliance with all of its
covenants.
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2013 Credit Agreement

On December 20, 2012, Fresenius SE & Co. KGaA and
various subsidiaries entered into a delayed draw syn-
dicated credit agreement (2013 Senior Credit Agree-
ment) in the original amount of US$1,300 million and
€1,250 million.

Since the initial funding of the 2013 Senior Credit
Agreement in June 2013, additional tranches were
added. Furthermore, scheduled amortization pay-
ments as well as voluntary repayments have been
made.

In August 2017, the Credit Agreement was refinanced
and replaced with new facilities resulting in a total
credit facility of approximately €3,800 million.

(21) Other financial commitments

In August 2019, the Revolving Credit Facility of the
Credit Agreement was increased by €100 million to ex-
pand the financial cushion.

Fresenius SE & Co. KGaA is now the sole guarantor.

As of December 31, 2019, the 2013 Senior Credit
Agreement consisted of:

e Revolving credit facilities of US$ 500 million and
€1,100 million which will be due on September 28,
2022. The US-Dollar facility can be used by
Fresenius US Finance I LLC., Fresenius Finance
Ireland II PLC and Fresenius SE & Co. KGaA. The
Euro facilities are available to Fresenius Ireland PLC
and Fresenius SE & Co. KGaA. The revolving credit
facilities were not utilized at December 31, 2019.

2019 2018
€ in thousands

Commitments from building leases, and leasing commitments
due 2020 (prior year 2019) 11,873 10,922
due 2021-2024 (prior year 2020-2023) 25,961 26,591
due after 2024 (prior year after 2023) 6,379 8,678
44,213 46,191
Commitments from ongoing capital expenditures 11,684 24,994
55,897 71,185

Other financial commitments in their entirety are against third parties.

e A term loan of US$ 515 million, borrowed by Frese-
nius Finance Ireland II PLC and scheduled to mature
on September 28, 2022. Quarterly repayments of
US$ 15 million began on December 28, 2017 with
the remaining balance outstanding due on the ma-
turity date.

A term loan of €775 million, borrowed by Fresenius
Finance Ireland PLC and also scheduled to mature on
September 28, 2022. Quarterly repayments of
€25 million began on December 28, 2017 with the
remaining balance outstanding due on the maturity
date.

A non-amortizing term loan of €750 million which is
scheduled to mature on September 28, 2021. This
loan was borrowed by Fresenius Finance Ireland PLC.
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NOTES ON THE PROFIT AND LOSS STATEMENT

The structure of the profit and loss statement has been adapted to the holding character of Fresenius SE & Co. KGaA and starts with income from participations

(22) Income from participations

2019 2018

€ in thousands
Income from profit transfer agreements 599,991 398,837
Income from participations 162,984 109,044
(thereof amount from affiliated companies) (162,984) (109,044)
Expenses from loss transfer agreements -2,883 -
760,092 507,881

(23) sSales

2019 2018

€ in thousands
Sales from personnel services 51,787 46,901
(thereof amount from affiliated companies) 18,909 16,838
70,696 63,739

(24) Other operating income

Other operating income of €141,028 thousand in total
(previous year €304,407 thousand) is comprised pri-
marily of foreign currency gains of €117,246 thousand
(previous year €282,756 thousand), cost transfers to
group companies excluding own services of
€21,948 thousand (previous year €19,606 thousand),
as well as other income from other accounting periods
mainly income from the dissolution of short-term ac-
cruals of €991 thousand (previous year €1,429

thousand). The total income from other accounting pe-
riods was €1,259 thousand in the fiscal year (previous
year €1,846 thousand).

The main reason for the decrease in other operating
income is a decrease in foreign currency gains. The
main part with an amount of €153,057 thousand re-
sults from the contribution to the capital reserve of
Kabi AG of US Dollar loans to a U.S. based affiliated
company at their fair value in 2018.

(25) Cost of materials

Cost of materials of €18,267 thousand (previous year
€15,316 thousand) mainly consist of costs to attain
sales from rentals and lease agreements such as rents
and lease payments for buildings as well as repair,
maintenance and cleaning costs for the mentioned
buildings.
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(26) Personnel expenses

2019 2018
€ in thousands
Salaries and wages 38,280 32,449
Social security and costs of retirement pensions
and social assistance 12,611 12,702
(thereof amount of retirement pensions) (7,358) (7,892)
50,891 45,151

The annual average number of employees of Fresenius SE & Co. KGaA by function is divided into the following groups:

2019 2018
Wage earners 17 19
Salaried employees 343 327
Apprentices 173 157

533 503
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(27) Depreciation and amortization of intan-
gible assets and property, plant and
equipment

Depreciation of intangible assets and property,
plant and equipment of €9,467 thousand (previous
year €6,098 thousand) is regular depreciation.

(29) Net interest

(28) Other operating expenses

Other operating expenses of €173,681 thousand in
total (previous year €196,337 thousand) were pri-
marily foreign currency losses of €97,937 thousand
(previous year €125,222 thousand). Also included
are IT-related expenses, insurance premiums and
consulting expenses, as well as the costs of

2019 2018
€ in thousands

Interest income from long-term loans 31,165 49,868
(thereof amount from affiliated companies) (30,921) (49,821)
Other interest and similar income 41,784 65,186
(thereof amount from affiliated companies) (19,564) (50,610)
Interest and similar expenses -161,582 -163,805
(thereof amount from affiliated companies) (-26,103) (-23,359)

(thereof expense from interest accrued
for provisions) (-2,305) (-2,219)
-88,633 -48,751

(30) Income Taxes

Income taxes in the amount of €50,146 thousand
(previous year €75,757 thousand) resulted from cur-
rent income tax of €33,898 thousand for the year 2019
(previous year €52,888 thousand) as well as tax ex-
pense from other accounting periods in the amount of
€16,248 thousand (previous year tax income from
other accounting periods of €22,869 thousand).

The deferred tax for the Tax Group is calculated with
a tax rate of 30.5%, which is the tax rate expected to
be applicable at the time the temporary differences re-
verse. Deferred tax liabilities arise from differences in
the valuation of accounts receivables and from other
assets not recognized for tax purposes. Differences in
the valuation of pensions and other provisions gener-
ate deferred tax assets that exceed the amount of de-
ferred tax liabilities.

Fresenius Management SE for business manage-
ment activities of €11,641 thousand (previous year
€11,972 thousand) that are passed on. Total ex-
penses from other accounting periods were
€1,076 thousand in the fiscal year (previous year
€849 thousand).

(31) Derivatives

Fresenius SE & Co. KGaA uses derivative financial in-
struments, normally micro-hedges, to hedge against
existing or highly probable future interest and cur-
rency risks. Derivative financial instruments are con-
tracted exclusively for hedging purposes. As the criti-
cal terms of the underlying transactions basically
match those of the derivative financial instruments it
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can be assumed that hedges are highly effective.
Fresenius SE & Co. KGaA has approved guidelines for
assessing risks and to control the use of financial in-
struments. The guidelines require a clear separation
between the execution function on the one side and
the clearing, accounting and control on the other side.
Fresenius SE & Co. KGaA uses derivative financial in-
struments to reduce fluctuations in earnings and cash
flows caused by changes in foreign currency exchange
rates and interest rates. The high effectiveness of the
derivative financial instruments leads to the expecta-
tion that, in general, the underlying transaction and
the corresponding derivative will offset each other.

Foreign exchange risk

The company uses foreign exchange forward contracts
to hedge foreign exchange risk.

Fresenius SE & Co. KGaA entered into foreign ex-
change forward contracts with external partners to
hedge foreign currency risks from accounts receivable
and liabilities as well as highly probable forecasted
transactions from the Company and its affiliates. On
the balance sheet date, the Company had mainly US$
and € currency derivatives with a nominal value of
€738,486 thousand and a positive fair value of
€3,828 thousand with a maximum maturity of 12
months.

For foreign exchange forward contracts contracted
with banks that were closed to hedge the foreign ex-
change risk of Fresenius SE & Co. KGaA Group compa-
nies’ and that were passed down to the affected Group
companies via Group internal transactions, hedges
were built for the forward contracts and the underlying
transactions with an offsetting fair value. The Com-
pany does not revaluate these hedges for financial re-
porting purposes until maturity (‘Einfri-
erungsmethode’). The positive net fair value of inter-
nal and external hedges was €0 thousand. As of De-
cember 31, 2019, the notional amount of these

transactions totaled €78,006 thousand. The offsetting
cash flows will level after 12 months the latest.

Further hedges were built for loans in foreign curren-
cies that Group Companies have borrowed from the
Company or that the Company has borrowed from
Group Companies, and their offsetting foreign ex-
change forward contracts closed for hedging purposes.
The loan receivables and payment obligations hedged
against currency risk had a net book value of
€267,046 thousand (liability). External foreign cur-
rency hedging contracts for the individual loan receiv-
ables and payment obligations with a nominal value of
€259,230 thousand on December 31, 2019 had a pos-
itive fair value of €876 thousand. The changes in value
of both the loan receivables and payment obligations
and the foreign currency hedging contracts have been
recognized as income (‘Durchbuchungsmethode’). The
offsetting cash flows will nearly level after 6 months
the latest.

The rest of the currency derivative contracts can have
positive and negative fair values. Positive fair values
of €1,670 thousand were not recognized for financial
reporting purposes. Negative fair values amounting to
€3,012 thousand were recognized as provision for con-
tingent losses.

Interest rate risk

The Company entered into interest rate swap transac-
tions with banks with a nominal value of
US$200,000 thousand or €178,031 thousand and a
positive fair value on the balance sheet date of €1,111
thousand. These interest rate swap transactions are
mirrored by hedge agreements with affiliated compa-
nies with the same nominal volume and a negative fair
value of €1,111 thousand. These transactions build a
hedge that is not revaluated for financial reporting
purposes until maturity (‘Einfrierungsmethode’). This

interest rate swaps mature on March 10, 2021 the lat-
est.

Standards of valuation

The fair values of derivative financial instruments are
valuated according to customary standards that take
market information (market values) on the balance
sheet date into account. In detail following principles
are used:

e The fair value is based on the market value of a de-
rivative that could be reached in voluntary transac-
tions by independent parties without taking forced or
liquidation sales into account.

e To determine the market value of foreign exchange
forward contracts, the contracted forward rate is
compared to the current forward rate for the remain-
ing term of the contract as of the date of the balance
sheet. The result is then discounted on the basis of
the market interest rates prevailing at the date of
the statement of financial position for the respective
currency.

e The value of interest rate swaps is calculated by dis-
counting the future cash flows on the basis of the
market interest rates applicable for the remaining
term of the contract as of the date of the balance
sheet.

The effectiveness of hedging relationships is measured
with the Critical Term Match-Method and the Dollar
Offset-Method for foreign exchange forward contracts
and with the Dollar Offset-Method for interest rate
swaps.
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(32) Compensation of the Management Board
and Supervisory Board

Individualized information regarding the compensa-
tion of the members of the Management Board and of
the Supervisory Board is disclosed in the audited Com-
pensation Report (see exhibit Compensation Report),
which is part of the Management Report.

The compensation of the Management Board is, as a
whole, performance-based and geared towards pro-
moting sustainable corporate development. It is com-
posed of three elements:

e non-performance-based compensation (fixed com-
pensation and fringe benefits)

e short-term performance-based compensation (one-
year variable compensation)

e components with long-term incentive effects (multi-
year variable compensation comprising performance
shares and postponed payments of the one-year var-
iable compensation/of the bonus).

The cash compensation paid to the Management Board
for the performance of its responsibilities was
€15,468 thousand (2018: €15,760 thousand).
Thereof, €6,166 thousand (2018: €6,051 thousand) is
not performance-based and €9,302 thousand (2018:
€9,709 thousand) is performance-based. The amount
of the performance-based compensation depends on
the achievement of targets relating to the net income
of the Fresenius Group and business segments. As a
long-term incentive component, the members of the
Management Board received performance shares in
the equivalent value of €11,232 thousand.

The total compensation of the Management Board was
€26,872 thousand (2018: €27,322 thousand).

The total compensation paid to the Supervisory Boards
of Fresenius SE & Co. KGaA and Fresenius
Management SE and their committees was €4,285
thousand in 2019 (2018: €5,185 thousand). Of this
amount, €2,775 thousand was fixed compensation
(2018: €2,775 thousand), €160 thousand was
compensation for committees services (2018: €160
thousand), and €1,350 thousand was Vvariable
compensation (2018: €2,250 thousand).

In 2019, based on pension commitments to former
members of the Management Board, €1,154 thousand
(2018: €1,101 thousand) was paid. The pension obli-
gation for these persons amounted to €24,863 thou-
sand in 2019 (2018: €22,319 thousand).

In the fiscal years 2019 and 2018, no loans or advance
payments of future compensation components were
made to members of the Management Board of
Fresenius Management SE.

The members of the Management Board and Supervi-
sory Board of Fresenius Management SE are displayed
in the exhibit to the Notes.

(33) Subsequent events

With the exception of the issuance of bonds as de-
scribed in note 18, (Liabilities), there have been no
significant changes in the Fresenius Group’s operating
environment following the end of the fiscal year 2019
until February 19, 2020. No other events of material
importance on the assets and liabilities, financial posi-
tion, and results of operations of the Group have oc-
curred following the end of the fiscal year.

(34) Corporate Governance

For each consolidated stock exchange listed entity,
the declaration pursuant to Section 161 of the Ger-
man Stock Corporation Act (Aktiengesetz) has been
issued and made available to shareholders on the
website of Fresenius SE & Co. KGaA (www frese-
nius.com/corporate-governance) and of Fresenius
Medical Care AG & Co. KGaA (www.freseniusmedical-
care.com).

(35) Consolidated Financial Statements

As parent company Fresenius SE & Co. KGaA prepares
and publishes consolidated financial statements and
management report in accordance with the Interna-
tional Financial Reporting Standards (IFRS) which are
binding to be applied in the EU applying Section 315e
of the German Commercial Code (HGB) for the small-
est group of consolidated companies. The consolidated
financial statements are published in the electronic
Bundesanzeiger (German Federal Gazette). Fresenius
Management SE, Bad Homburg v.d.H. prepares and
publishes the consolidated financial statements for the
largest group of consolidated companies which is also
published in the electronic Bundesanzeiger (German
Federal Gazette).

Auditor’s Fees

The fees for the auditor KPMG AG
Wirtschaftspriifungsgesellschaft, Berlin, are disclosed
in the company s consolidated financial statements.
They contain audit-related fees and other fees mainly
related to the review of quarterly financial statements,
audit services in connection with financing activities as
well as audits with respect to implementation activities
in the IT.
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(36) Proposal for the distribution of earnings

The General Partner and the Supervisory Board of Fresenius SE & Co. KGaA propose to the Annual General Meeting that the earnings for 2019 of Fresenius SE & Co. KGaA
be distributed as follows

Payment of a dividend of €0,84 per ordinary share on

the 557,379,979 ordinary shares entitled to dividend €468,199,182.36

Balance to be carried forward €935,018.35

Retained earnings €469,134,200.71
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(37) Responsibility Statement

“To the best of our knowledge, and in accordance with
the applicable reporting principles, the financial state-
ments give a true and fair view of the assets, liabilities,

Bad Homburg v.d.H., February 19, 2020
Fresenius SE & Co. KGaA,

represented by:

Fresenius Management SE, its General Partner

The Management Board

S. Sturm

Dr. F. De Meo

M. Henriksson

R.Powell

financial position and profit or loss of the Company,
and the Company management report includes a fair
review of the development and performance of the
business and the position of the Company, together
with a description of the principal opportunities and

R. Empey

Dr. E. Wastler

risks associated with the expected development of the
Company.”

Dr. J. Gotz
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SUPERVISORY BOARD FRESENIUS SE & CO. KGAA

Name

Occupation

Year of birth

Initial appointment

Membership of statutory supervisory boards
and comparable domestic or foreign supervisory bodies

External positions as at Dec. 31, 2019

Fresenius Group company positions as at Dec. 31, 2019

Dr. Gerd Krick
Chair

Michael Diekmann
Deputy Chair

Oscar Romero de Paco

Chairman of the Supervisory Board of
Fresenius SE & Co. KGaA

Medical Director and Spokesman of the
Management Board of the University Hospital
Carl Gustav Carus Dresden

Full-time Works Council Member
Fresenius Medical Care Deutschland GmbH

Full-time Works Council Member
Helios Vogtland-Klinikum Plauen GmbH

Full-time Works Council Member
VAMED-KMB Krankenhausmanagement and
Betriebsfiihrungsges. m.b.H.

Full-time Works Council Member
Helios Kliniken Schwerin GmbH

Chief Medical Care Officer und
Executive Vice President,
Head of Development, UCB S.A.

Honorary Chairman of the Supervisory Board
of Commerzbank AG

Production staff member
Fresenius Kabi Espafa S.A.U.

1938

2003

Dresden International University (DIU)
GOK Consulting AG
Universitatsklinikum Aachen

Allianz SE" (Chair)
Siemens AG'

Fresenius Management SE (Chair)
Fresenius Medical Care Management AG
VAMED AG, Austria (Chair)

VAMED-KMB Krankenhausmanagement
und Betriebsfiihrungsges. m.b.H., Austria

Helios Kliniken Schwerin GmbH
(Deputy Chair)

The term of office expires at the end of the Annual General Meeting 2021

" Stock-listed company
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SUPERVISORY BOARD FRESENIUS SE & CO. KGAA

Membership of statutory supervisory boards
and comparable domestic or foreign supervisory bodies

Name Occupation Year of birth Initial appointment  External positions as at Dec. 31, 2019 Fresenius Group company positions as at Dec. 31, 2019
Hauke Stars Member of the Executive Board 1967 2016 Clearstream International S.A., Luxembourg
Deutsche Borse AG (Deutsche Borse AG Group mandate)

Eurex Frankfurt AG
(Deutsche Borse AG Group mandate)
Kihne + Nagel International AG, Switzerland'

Niko Stumpfogger Secretary of the Trade Union ver.di, Head of 1955 2007
Deputy Chair Company and Industry Politics in Health Care
and Social Affairs

The term of office expires at the end of the Annual General Meeting 2021

" Stock-listed company

COMMITTEES OF THE SUPERVISORY BOARD

Nomination Committee Audit Committee Joint Committee
Dr. Gerd Krick (Chair) Klaus-Peter Muller (Chair) Dr. Dieter Schenk (Chair)
Michael Diekmann Konrad Kolbl Michael Diekmann
Klaus-Peter Mdller Dr. Gerd Krick Dr. Gerd Krick
Hauke Stars Dr. Karl Schneider (until December 31, 2019)
Niko Stumpfogger Klaus-Peter Miller (as of January 1, 2020)

' The committee consists equally of two members each of the Supervisory Board of Fresenius SE & Co. KGaA and of Fresenius Management SE
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MANAGEMENT BOARD FRESENIUS MANAGEMENT SE

(General partner of Fresenius SE & Co. KGaA)

Membership of statutory supervisory boards
and comparable domestic or foreign supervisory bodies

Name Segment Year of birth Initial appointment Term expires External positions as at Dec. 31, 2019 Fresenius Group company positions as at Dec. 31, 2019
Stephan Sturm Chairman 1963 2005 2021 Deutsche Lufthansa AG' Fresenius Kabi AG (Chair)
Fresenius Medical Care Management AG
(Chair)

Chief Financial Officer 1976 20172 2025 Inchcape, plc, Great Britain' Fresenius Kabi AG (Deputy Chair)
(Non-Executive Director) Fresenius Medical Care Management AG

Dr. Jiirgen Gotz Chief Legal and Compliance Officer, and Labor 1964 2007 2020
Relations Director

Mats Henriksson Business Segment Fresenius Kabi 1967 2013 2022 Fenwal, Inc., USA

FHC (Holdings) Ltd., Great Britain

Fresenius Kabi Austria GmbH, Austria (Chair)
Fresenius Kabi Compounding LLC, USA
Fresenius Kabi Espafa S.A.U., Spain
Fresenius Kabi Pharmaceuticals

Holding, Inc., USA

Fresenius Kabi USA LLC, USA

Labesfal — Laboratérios Almiro, S.A., Portugal
Quercus Acquisition, Inc., USA

Rice Powell Business Segment Fresenius Medical Care 1955 2013 2022 Fresenius Medical Care Holdings, Inc., USA
(Chair)
Vifor Fresenius Medical Care Renal Pharma

Dr. Ernst Wastler Business Segment Fresenius Vamed 1958 2008 2020 Vamed-KMB Krankenhausmanagement und

Betriebsfuhrungsges. m.b. H., Austria
(Chair)

" Stock-listed company
2 Initial appointment until July 31, 2020
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SUPERVISORY BOARD FRESENIUS MANAGEMENT SE

(General partner of Fresenius SE & Co. KGaA)

Membership of statutory supervisory boards
and comparable domestic or foreign supervisory bodies

Name Occupation Year of birth Initial appointment  External positions as at Dec. 31, 2019 Fresenius Group company positions as at Dec. 31, 2019
Dr. Gerd Krick Chairman of the Supervisory Board 1938 2010 Fresenius Medical Care Management AG
Chair of Fresenius SE & Co. KGaA Fresenius SE & Co. KGaA" (Chair)

VAMED AG, Austria (Chair)

S o ome T g BMWGFOUW .........................................................................................................................................
FUCHS PETROLUB SE' (Chair)
Minchener Riickversicherungs-Gesellschaft’

Michael Diekmann Member of various Supervisory Boards 1954 2015 Allianz SE" (Chair) Fresenius SE & Co. KGaA' (Deputy Chair)
................................................................................................................................................................................................... STOMENS AG e e
Wolfgang Kirsch Former Chairman of the Supervisory Board 1955 2020 Adolf Wiirth GmbH & Co. KG
(since January 1, 2020) . OFEDZBANKAG i e VUt Finance International B.V,, Netherlands
Klaus-Peter Miiller Honorary Chairman of the Supervisory Board 1944 2010 Fresenius SE & Co. KGaA'
e O GO Z I A G e
Dr. Dieter Schenk Lawyer and Tax Consultant 1952 2010 HWT invest AG Fresenius Medical Care AG & Co. KGaA'
Deputy Chair (formerly Bank Schilling & Co. AG; Chair) (Chair)
Gabor Shoes AG (Chair) Fresenius Medical Care Management AG
TOPTICA Photonics AG (Chair) (Deputy Chair)

Else Kroner-Fresenius-Stiftung
(Chair of Foundation Board)

Dr. Karl Schneider Former Spokesman of Siidzucker AG 1927 2010 Else Kroner-Fresenius-Stiftung
(until December 31, 2019) (Deputy Chair of Foundation Board)

The term of office expires at the end of the Annual General Meeting 2021

' Stock-listed company
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MANAGEMENT REPORT FOR FRESENIUS SE & Co. KGAA

Fresenius SE & Co. KGaA acts as an operating hold-
ing that holds the shares of the Fresenius Group
management companies. Fresenius SE & Co. KGaA
collects income from service contracts, and in a high-
er amount, income from participations. The income
from investments and with it, the result of opera-
tions, financial position and the assets and liabilities
are highly dependent on the performance of the
whole Group. Therefore the business development of
the group is described in the following paragraphs.

FUNDAMENTAL INFORMATION ABOUT THE
GROUP

The group’s business model

Fresenius is a global health care Group in the legal
form of an SE & Co. KGaA (a partnership limited by
shares). We offer products and services for dialysis,
hospitals, and outpatient medical care. In addition,
Fresenius focuses on hospital operations. We also
manage projects and provide services for hospitals
and other health care facilities worldwide.

The operating business comprises four business
segments, all of which are legally independent enti-
ties managed by the operating parent company
Fresenius SE & Co. KGaA. The business segments are
organized on a regional level and have a decentral-
ized structure.

o Fresenius Medical Care offers services and prod-
ucts for patients with chronic kidney failure. As of
December 31, 2019, Fresenius Medical Care treated

345,096 patients at 3,994 dialysis clinics. Dialyzers
and dialysis machines are among the most im-
portant product lines. In addition, Fresenius Medical
Care offers dialysis-related services, among others,
in the field of Care Coordination.

Fresenius Kabi specializes in intravenously admin-
istered generic drugs (IV drugs), clinical nutrition,
and infusion therapies. The company is also a sup-
plier of medical devices and products of transfusion
technology. In addition, Fresenius Kabi develops
products with a focus on oncology and autoimmune
diseases within the biosimilars segment of
Fresenius Kabi.

Fresenius Helios is Europe’s leading private hos-
pital operator. The company comprises Helios Ger-
many and Helios Spain (Quirdnsalud). At the end of
2019, Helios Germany operated a total of 86 hospi-
tals, around 125 outpatient clinics, and 8 preven-
tion centers. In Spain, Quirdénsalud operated 47
hospitals, 71 outpatient centers, and around 300
occupational risk prevention centers at the end of
2019. In addition, Quirdnsalud is active in Latin
America with 4 hospitals and as a provider of medi-
cal diagnosis.

Fresenius Vamed manages projects and provides
services for hospitals as well as other health care
facilities worldwide and is a leading post-acute care
provider in Central Europe. The portfolio ranges
along the entire value chain - from project devel-
opment, planning, and turnkey construction, via
maintenance and technical management, to total
operational management.

Fresenius has an international sales network and
maintains more than 90 production sites. Large
production sites are located in the United States,
China, Japan, Germany, and Sweden.

Important markets and competitive position

Fresenius operates in about 90 countries through its
subsidiaries. The main markets are Europe with
43% and North America with 41% of sales, respec-
tively.

Fresenius Medical Care holds the leading position
worldwide in dialysis care as it serves about 10% of
all dialysis patients, as well as in dialysis products,
with a market share of about 36%. Fresenius Kabi is
among the leading for large parts of its product port-
folio in Europe and has significant market shares in
the growth markets of Asia-Pacific and Latin America.
In the United States, Fresenius Kabi is one of the
leading suppliers of generic IV drugs. Fresenius
Helios is Europe’s leading private hospital operator.
Helios Germany and Helios Spain are the largest
private hospital operators in their respective home
markets., Fresenius Vamed is one of the world’s
leading companies in its field.

External factors

Overall, the legal and economic factors for the
Fresenius Group were largely unchanged in 2019.
The life-saving and life-sustaining products and ther-
apies that the Group offers are of intrinsic importance
for people worldwide. Therefore, the business devel-
opment of our company is fundamentally stable and
relatively independent of economic cycles.
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Furthermore, the diversification across four business
segments and our global reach provide additional
stability for the Group.

In 2019, the Fresenius Group was involved in various
legal disputes resulting from business operations.
Although it is not possible to predict the outcome of
these disputes, none is expected to have a significant
adverse impact on the assets and liabilities, financial
position, and results of operations of the Group.

We carefully monitor and evaluate country-specific,
political, legal, and financial conditions. This also
applies to the potential impact on our business of the
United Kingdom’s decision to leave the European
Union and the ongoing uncertainty about the condi-
tions of Brexit. We do not expect this to have a mate-
rial impact on our business at this time. The share of
sales generated in the United Kingdom is not material
in relation to Group sales. We do not expect any
negative effects on our financing either, as only an
immaterial portion of our credit lines is provided by
banks domiciled in the United Kingdom. Project
teams in all divisions concerned are identifying po-
tential effects in terms of logistics, taxes, customs
duties, and potential regulations, among other
things, and initiating appropriate measures, if neces-
sary.

Management and control

In the legal form of a KGaA, the Company’s corporate
bodies are the General Meeting, the Supervisory
Board, and the general partner, Fresenius Manage-
ment SE. Fresenius Management SE is wholly owned
by Else Kroner-Fresenius-Stiftung. The KGaA has a
two-tier management system - management and
control are strictly separated.

The general partner, represented by its Manage-
ment Board, conducts the business and represents

the Company in dealings with third parties. The Man-
agement Board generally has seven members. Ac-
cording to the Management Board’s rules of proce-
dure, each member is accountable for his or her own
area of responsibility. However, the members have
joint responsibility for the management of the Group.
In addition to the Supervisory Board of Fresenius SE
& Co. KGaA, Fresenius Management SE has its own
Supervisory Board. The Management Board is re-
quired to report to the Supervisory Board of Frese-
nius Management SE regularly, in particular on its
corporate policy and strategies, business profitability,
current operations, and any other matters that could
be of significance for the Company’s profitability and
liquidity. The Supervisory Board of Fresenius Man-
agement SE also advises and supervises the Man-
agement Board in its management of the Company.
It is prohibited from managing the Company directly.
However, the Management Board'’s rules of procedure
require it to obtain the approval of the Supervisory
Board of Fresenius Management SE for specific activi-
ties.

The members of the Management Board are appoint-
ed and dismissed by the Supervisory Board of Frese-
nius Management SE. Appointment and dismissal is
in accordance with Article 39 of the SE Regulation.
The articles of association of Fresenius Management
SE also provide that deputy members of the Man-
agement Board may be appointed.

The Supervisory Board of Fresenius SE & Co.
KGaA advises and supervises the management of the
Company’s business by the general partner, reviews
the annual financial statements and the consolidated
financial statements, and performs the other func-
tions assigned to it by law and the Company’s articles
of association. It is involved in corporate planning
and strategy, and in all matters of fundamental im-
portance for the Company. The Supervisory Board of
Fresenius SE & Co. KGaA has six shareholder repre-
sentatives and six employee representatives. A Nom-

ination Committee of the Supervisory Board of
Fresenius SE & Co. KGaA has been instituted for
election proposals for the shareholder representa-
tives. Its activities are aligned with the provisions of
law and the Corporate Governance Code. The share-
holder representatives are elected by the Annual
General Meeting of Fresenius SE & Co. KGaA.
The European works council elects the employee
representatives to the Supervisory Board of Fresenius
SE & Co. KGaA.

The Supervisory Board must meet at least twice per
calendar half-year. The Supervisory Board of Frese-
nius SE & Co. KGaA has two permanent commit-
tees: the Audit Committee, consisting of five mem-
bers, and the Nomination Committee, consisting of
three members. The members of the committees are
listed in the exhibit to the notes. The Company’s
annual corporate governance declaration pursuant to
Section 289f of the German Commercial Code (HGB)
describes the procedures of the Supervisory Board’s
committees. The declaration can also be found on the
website

www. fresenius.com/corporate-governance.

The description of both the compensation system
and individual amounts paid to the Management
Board and Supervisory Board of Fresenius Manage-
ment SE, and the Supervisory Board of Fresenius SE
& Co. KGaA, are included in the Compensation Report
exhibit to the Management Report. The Compensa-
tion Report is part of the Group’s Management Re-
port.

Capital, shareholders, articles of association

The subscribed capital of Fresenius SE & Co. KGaA
amounted to 557,379,979 ordinary shares as of De-
cember 31, 2019 (December 31, 2018:
556,225,154).
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The shares of Fresenius SE & Co. KGaA are non-par-
value bearer shares. Each share represents €1.00 of
the capital stock. Shareholders’ rights are regulated
by the German Stock Corporation Act (AktG - Ak-
tiengesetz).

Fresenius Management SE, as general partner, is
authorized, subject to the consent of the Supervisory
Board of Fresenius SE & Co. KGaA: to increase the
subscribed capital of Fresenius SE & Co. KGaA by a
total amount of up to €125 million, until May 17,
2023, through a single or multiple issuance of new
bearer ordinary shares against cash contributions
and/ or contributions in kind (Authorized Capi-
tal I). In principle, the shareholders shall be granted
a subscription right. In certain cases, however, the
right of subscription can be excluded.

In addition, there are the following Conditional
Capitals:

e The subscribed capital is conditionally increased by
up to €4,735,083.00 through the issuance of new
bearer ordinary shares (Conditional Capital I).
The conditional capital increase will only be execut-
ed to the extent that convertible bonds for ordinary
shares have been issued under the 2003 Stock Op-
tion Plan and the holders of these convertible bonds
exercise their conversion rights.

The subscribed capital is conditionally increased by up
to €4,296,814.00 through the issuance of new bearer
ordinary shares (Conditional Capital II). The con-
ditional capital increase will only be executed to the
extent that subscription rights have been issued under
the 2008 Stock Option Plan, the holders of these sub-
scription rights exercise their rights, and the Company
does not use its own shares to service the subscription
rights or does not exercise its right to make paymentin
cash.

e The general partner is authorized, with the approval
of the Supervisory Board, until May 17, 2023, to
issue option bearer bonds and/ or convertible bear-
er bonds, once or several times, for a total nominal
amount of up to €2.5 billion. To fulfill the granted
subscription rights, the subscribed capital of Frese-
nius SE & Co. KGaA was increased conditionally by
up to €48,971,202.00 through issuance of new
bearer ordinary shares (Conditional Capital III).
The conditional capital increase shall only be im-
plemented to the extent that the holders of con-
vertible bonds issued for cash, or of warrants from
option bonds issued for cash, exercise their conver-
sion or option rights and as long as no other forms
of settlement are used.

The share capital is conditionally increased by up to
€24,257,969.00 by the issuance of new ordinary
bearer shares (Conditional Capital IV). The con-
ditional capital increase will only be implemented to
the extent that subscription rights have been, or
will be, issued in accordance with the Stock Option
Program 2013 and the holders of subscription rights
exercise their rights, and the Company does not
grant own shares to satisfy the subscription rights.

The Company is authorized, until May 17, 2023, to
purchase and use its own shares up to a maximum
amount of 10% of the subscribed capital. In addi-
tion, when purchasing its own shares, the Company
is authorized to use equity derivatives with possible
exclusion of any tender right. The Company had not
utilized these authorizations as of December 31,
2019.

Direct and indirect ownership interests in Frese-
nius SE Co. KGaA are listed in Note 10 of the Notes.
As the largest shareholder, Else Kroner-Fresenius-
Stiftung, Bad Homburg, Germany, informed the
Company on December 12, 2019, that it held
148,298,594 ordinary shares of Fresenius SE & Co.

KGaA. This corresponds to an equity interest of
26.6% as of December 31, 2019.

Amendments to the articles of association are
made in accordance with Section 278 (3) and Section
179 (2) of the German Stock Corporation Act (AktG) in
conjunction with Article 17 (3) of the articles of associa-
tion of Fresenius SE & Co. KGaA. Unless mandatory
legal provisions require otherwise, amendments to the
articles of association require a simple majority of the
subscribed capital represented in the resolution. If the
voting results in a tie, a motion is deemed rejected.
Furthermore, in accordance with Section 285 (2) sen-
tence 1 of the German Stock Corporation Act (AktG),
amendments to the articles of association require the
consent of the general partner, Fresenius Management
SE. The Supervisory Board is entitled to make such
amendments to the articles of association that only
concern their wording without a resolution of the Gen-
eral Meeting.

Under certain circumstances, a change of control as
the result of a takeover bid would impact our major
long-term financing agreements, which contain cus-
tomary change of control provisions that grant creditors
the right to request early repayments of outstanding
amounts in case of a change of control. The majority of
our financing arrangements, in particular our bonds
placed in the capital markets, however, require that the
change of control is followed by a decline or a with-
drawal of the Company’s rating or that of the respec-
tive financing instruments.

Goals and strategy

Demographic change is posing fundamental challeng-
es to societies. People worldwide are not only living
longer, the pace of population aging is also increasing
significantly. Thus, countries around the world are
facing major challenges with respect to their health
and social systems. As people across the world get
older, diminished well-being as well as chronically ill
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and critically ill patients are becoming a major global
public health challenge!. A longer life, however, also
offers opportunities for individuals and societies. The
extent to which these opportunities can be leveraged
depends heavily on one factor: health.

In line with our corporate purpose “Forward thinking
health care to improve the quality of life of patients”,
Fresenius develops profitable, innovative, and afford-
able solutions for these megatrends. Our aspiration is
to offer better medicine and health care services to
ever more people. Every business decision we make
is consistently guided by the well-being of our pa-
tients. It is at the center of everything we do. How-
ever, economic success is not an end in itself for
Fresenius; it rather enables us to keep investing in
better medicine.

Our strategic focus

Fresenius invests in and manages a diversified port-
folio of health care businesses that create value. With
our four business segments we focus on a defined
number of health care areas. We continuously devel-
op those business areas and strive to assume leading
positions in the respective health care markets and
segments. Fresenius has defined strategic priorities
to pursue its goal to strengthen the position of the
Company as a leading global provider of products
and therapies for critically and chronically ill patients:

e Profit from megatrends: gearing businesses
towards the megatrends health and demographics

e Create value: long-term value creation by allocat-
ing capital to profitable growth areas

e Act responsibly: commitment to responsible
management and ethical business principles

o Collaborate: fostering intragroup cooperation to

leverage synergies

Our core competencies
Quality

At Fresenius, the patient always comes first. We
commit ourselves to strive for the highest quality in
our products, services, and therapies. All business
segments make an overall contribution to increasing
the quality and efficiency of health care. This enables
access to high-quality and affordable medical care for
a growing number of people.

For Fresenius Medical Care, customer health and
product safety mean creating a safe and healthy
clinical environment. The quality and safety of its
products and services are the foundation of Fresenius
Medical Care’s success. Fresenius Kabi's corporate
philosophy “caring for life” describes the company’s
commitment to improving the quality of life of its
patients. The quality and safety of its products and
services is hence of paramount importance to Frese-
nius Kabi. Fresenius Helios places great importance
on high standards of treatment quality, hygiene,
patient safety, and care in its hospitals. At Fresenius
Vamed, quality processes are designed based on
established standards.

Innovation

Fresenius’ goal is to continue building on its strength
in technology, its competence and quality in patient
care, and its ability to manufacture cost-effectively.
Developing products and systems that provide a high
level of safety and user-friendliness and enable tai-
loring to individual patient needs is an inherent part
of our strategy of sustainable and profitable growth.
We will continue to develop ever more effective prod-

ucts and treatment methods for critically and chroni-
cally ill patients to offer best-in-class medical stand-
ards.

In 2019, Fresenius Medical Care, for example,
strengthened its position in home dialysis and be-
came a world leader by acquiring the U.S.-based
medical technology and services company NxStage.
Fresenius Medical Care also strives to identify new
opportunities in value-added technologies and ap-
proaches on an ongoing basis, for example through
the Fresenius Medical Care Ventures fund. Fresenius
Kabi is currently developing biosimilars with a focus
on oncology and autoimmune diseases, making af-
fordable treatments accessible for even more pa-
tients. Fresenius Helios’ goal is to foster knowledge
sharing across its international hospital network and
use innovation to develop the best health care ser-
vices and therapies for its patients. Moreover, Frese-
nius Helios is driving forward initiatives focused on
occupational medicine for employees, prevention
programs, or the reduction of waiting times for ap-
pointments with specialists, for example by offering
digital services. Fresenius Vamed’s goal is to realize
further projects in integrated health care services and
to support patient-oriented health care systems more
efficiently.

Improve profitability

Fresenius is committed to continuously improving
Group profitability. We foster intragroup coordination
and collaboration, seeking both sales growth and
efficiency. To contain costs, we particularly concen-
trate on making our production plants more efficient,
exploiting economies of scale, leveraging the existing
marketing and distribution infrastructure more inten-
sively, and practicing strict cost control. We continue
to identify specific measures that optimize our portfo-
lio and make Fresenius an even more effective or-

1 WHO 2018 ,Aging and health"
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ganization.

By focusing on our operating cash flow and employ-
ing efficient working capital management, we will
increase our investment flexibility and improve our
balance sheet ratios. Another goal is to optimize our
weighted average cost of capital (WACC) by deliber-
ately employing a balanced mix of equity and debt
funding.

In the present capital market conditions, we believe
we optimize our cost of capital if we hold the net debt
/ EBITDA ratio within a range of 3.0 to 3.5 (including
IFRS 16 adoption).

Drive internationalization

Fresenius’ goal is to ensure and expand its long-term
position as a leading international provider of prod-
ucts and services in the health care industry. To this
end, and to geographically expand our business, we
plan to grow organically as well as through selective
small to medium-sized acquisitions, complementing
our existing portfolio. We are constantly seeking new
above-average growth opportunities in developing as
well as in emerging countries. Our aim is to strength-
en our activities in these regions and successively
introduce further products from our portfolio into
these markets.

Fresenius Medical Care is the worldwide leader in
dialysis, with a strong market position in the United
States. Future opportunities in dialysis will arise from
further expansion in dialysis care and products
worldwide. Fresenius Kabi is the market leader in
infusion therapy in Europe and Latin America.

In Europe and the key markets in Asia-Pacific (includ-
ing China) and Latin America, Fresenius Kabi is the
leader in the clinical nutrition market. In the United
States, Fresenius Kabi is one of the leading players in
the market for generic IV drugs. In addition,

Fresenius Kabi is one of the most important providers
of transfusion technology. Fresenius Kabi plans to roll
out products from its existing portfolio to the United
States and other growth markets. Market share is to
be expanded further through the launch of new prod-
ucts in the field of IV drugs, infusion therapy, clinical
nutrition, and medical devices / transfusion technolo-
ay.

With 86 hospitals, Fresenius Helios operates in nearly
all of Germany. Building on this, Fresenius Helios is
now in the position to develop new patient care mod-
els. To benefit from the trend towards outpatient
treatment, Helios Germany has been expanding out-
patient service offerings in a separate division. Helios
Spain has attractive growth opportunities through the
expansion and construction of hospitals, and poten-
tial for further consolidation in the highly fragmented
private hospital market in Spain. Helios exploits up-
coming opportunities for cross-border synergies in
areas such as laboratory services and joint purchas-
ing. The cross-border exchange of experience and
knowledge is gradually creating the economic pre-
requisites for the further internationalization of our
hospital business.

Fresenius Vamed will further expand its position as a
global specialist for projects and services for hospitals
and other health care facilities. With the integration
of Fresenius Helios’ German inpatient rehabilitation
business, Fresenius Vamed is strengthening its posi-
tion as one of the leading providers of private reha-
bilitation services in Europe. Furthermore, the collab-
oration with Fresenius Helios will be further intensi-
fied. This applies, for example, to technical services
or purchasing, where Fresenius Helios is cooperating
with Fresenius Vamed for selected products.

Corporate performance criteria

The key performance indicator for Fresenius
SE & Co. KGaA as group parent company is retained
earnings. The goal is to implement our long-term,
earnings-driven dividend policy by means of profit
transfers and distributions from affiliates.

Research and development

Product and process development and the improve-
ment of therapies are at the core of our growth strat-
egy. Fresenius focuses its R&D efforts on its core
competencies in the following areas:

e Dialysis

e Generic IV drugs

e Biosimilars

e Infusion and nutrition therapies

e Medical devices

Apart from new products, we are concentrating on
developing optimized or completely new therapies,
treatment methods, and services.

As part of the 2019 investment year, research and
development activities were intensified and additional
investments made in our research and development
centers.

We opened our new research and development cen-
ter for biosimilars in Eysins in the Swiss canton of
Vaud. The new development center is an important
step in expanding our capacity to develop new bio-
similar products. At the same time, Fresenius Kabi is
also expanding its enteral nutrition research and
development activities in Wuxi.
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Research and development expenses' were
€677 million (2018: €649 million), approximately
6.8% of our product sales (2018: 6.7%). Research
services provided by third parties are mainly used by
Fresenius Kabi, especially in the field of biosimilars.

As of December 31, 2019, there were
3,412 employees in research and development
(2018: 3,042). Of that number, 1,200 were em-
ployed at Fresenius Medical Care (2018: 970) and
2,200 at Fresenius Kabi (2018: 2,072).

Our main research sites are in Europe, the United
States, and India. Product-related development activ-
ities are also carried out in China.

Employees

The knowledge, experience, and commitment of our
employees are critical to our success. For this reason,
Fresenius values a culture of diversity. The interplay
of a wide range of views, opinions, cultural back-
grounds, experiences, and values helps us to achieve
our full potential and contributes to our success.

The number of employees of Fresenius SE & Co.
KGaA at the end of 2019 was 549 (December 31,
2018: 521).

Human resources management

We are constantly adapting our human resources
tools to meet new requirements arising from de-
mographics, the transformation to a service econo-
my, skills shortages, and the compatibility of job and
family life. For example, we offer flexible working
hours.

Employee recruitment and personnel develop-
ment

In order to ensure that our long-term needs for
highly qualified employees are met, and to recruit
new employees, we make use of online personnel
marketing, regularly participate in recruiting events
and careers fairs, and organize our own recruiting
events. In addition, we try to encourage long-term
retention with attractive development programs.

At Fresenius, qualifications and experience are the
only things that matter in the selection of personnel.
Consequently, at Fresenius we have the aspiration
that women and men with comparable qualifications
will continue to have the same career opportunities.
As of December 31, 2019, the proportion of female
employees within the Fresenius Group was 68%.
Women also held 32% of senior management posi-
tions, based on the number of worldwide participants
in the Long Term Incentive Plan 2018 (LTIP 2018).
Detailed information on the statutory targets for the
participation of women and men in management
positions is available within the Corporate Govern-
ance Declaration pursuant to 289f of the German
Commercial Code (HGB) on our website, see
www.fresenius.com/corporate-governance.

You can visit our award-winning careers portal at
www.career.fresenius.com.

Profit-sharing

The high expectations we place on our employees
require equivalent compensation. To identify with the
Company, employees must take part in its successes
and understand the opportunities and risks of entre-
preneurial thinking. Fresenius uses the following

models:
e Profit-sharing for our employees in Germany

e Share-based compensation plans

These programs support the entrepreneurial focus of
our employees to continually increase the value of
the company and safeguard the interests of our
shareholders.

Changes to the management board

Dr. Jurgen Goétz, Chief Legal and Compliance Officer,
and Labor Relations Director, has asked the Supervi-
sory Board of Fresenius Management SE not to renew
his current contract after the end of the appointment
period. He will therefore leave the Management
Board of Fresenius Management SE at his own re-
quest on June 30, 2020.

Responsibility, environmental

sustainabilit

management,

We orient our activities within the Fresenius Group to
long term goals, and thus ensure that our work is
aligned to the needs of patients and employees, as
well as shareholders and business partners, in a
sustainable manner. Our responsibility as a health
care group goes beyond our business operations.
We are committed to protecting nature as the basis
of life and using its resources responsibly. It is our
mission to constantly improve our performance in the
areas of environmental protection, occupational
health and technical safety, and product responsibil-
ity and logistics, and to comply with legal require-
ments.

! Before revaluations of biosimilars contingent purchase price liabilities
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ECONOMIC REPORT

Health care industry

The health care sector is one of the world’s largest
industries and we are convinced that it shows excel-
lent growth opportunities.

The main growth factors are:

e rising medical needs deriving from aging popula-
tions

e the growing number of chronically ill and multimor-
bid patients

e stronger demand for innovative products and ther-
apies

e advances in medical technology

e the growing health consciousness, which increases
the demand for health care services and facilities.

In the emerging countries, additional drivers are:

e expanding availability and correspondingly greater
demand for basic health care

e increasing national incomes and hence higher
spending on health care.

At the same time, the cost of health care is rising
and claiming an ever-increasing share of national
income. Health care spending averaged 8.8% of GDP
in the OECD countries in 2018, with an average of
US$3,994 spent per capita.

As in previous years, United States had the highest

per capita spending (US$10,586). Germany ranked
fourth among the OECD countries with US$5,986.

In Germany, 85% of health spending was funded
by public sources in 2018, above the average of 74%
in the OECD countries.

Most of the OECD countries have enjoyed large gains
in life expectancy over the past decades, thanks to
improved living standards, public health interven-
tions, and progress in medical care. In 2017, average
life expectancy in the OECD countries was 80.7
years.

Health care structures are being reviewed and cost-
cutting potential identified in order to contain the
steadily rising health care expenditures. However,
such measures cannot compensate for the cost pres-
sure. Market-based elements are increasingly being
introduced into the health care system to create
incentives for cost- and quality-conscious behavior.
Overall treatment costs will be reduced through im-
proved quality standards. In addition, ever-greater
importance is being placed on disease prevention and
innovative reimbursement models linked to treatment
quality standards.

Our most important markets developed as follows:

The dialysis market

In 2019, the global dialysis market (products and
services) was worth approximately €80 billion. In
constant currency, the global dialysis market grew by
about 4%.

Worldwide, approximately 4.3 million patients with
chronic renal failure were treated in 2019. Of these

patients, around 3.5 million received dialysis treat-
ments and about 815,000 were living with a trans-
planted kidney. About 89% were treated with hemo-
dialysis and 11% with peritoneal dialysis. Fresenius
medical Care reported strong growth in home hemo-
dialysis and now treats more than 25.000 patients at
home in North America.

The major growth driver is the growing number of
patients suffering from diabetes and high blood pres-
sure, two diseases that often precede the onset of
chronic kidney failure.

The number of dialysis patients worldwide in-
creased by 6% in 2019. In the United States, Japan,
and Western and Central Europe, patient growth was
slower than in economically weaker regions, where
growth is mostly above 6%.

The prevalence rate, which is the number of people
with terminal kidney failure treated per million popu-
lation, differs widely from region to region. The
significant divergence in prevalence rates is due, on
the one hand, to differences in age demographics,
incidence of renal risk factors, genetic predisposition,
and cultural habit, such as nutrition. On the other
hand, access to dialysis treatment is still limited in
many countries. A great many individuals with termi-
nal kidney failure do not receive treatment and are
therefore not included in the prevalence statistics.

Dialysis care

In 2019, the global dialysis care market (including
renal pharmaceuticals) was worth around €66 billion.

About 10% of worldwide dialysis patients were treat-
ed by Fresenius Medical Care. With 3,994 dialysis

Source: OECD Health Data 2019; data on the dialysis market is based on company research, Database for China 2016
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clinics and 345,096 dialysis atients in around 50
countries, Fresenius Medical Care operates by far the
largest and most international network of clinics. In
the United States, Fresenius Medical Care treated
approximately 38% of dialysis patients in 2019. The
market for dialysis care in the United States is al-
ready highly consolidated.

Outside the United States, the market for dialysis
care is much more fragmented. Here, Fresenius Med-
ical Care competes mainly with clinic chains, inde-
pendent clinics, and with clinics that are affiliated
with hospitals.

Dialysis reimbursement systems differ from coun-
try to country and often vary even within individual
countries. The public health care programs, the Cen-
ters for Medicare & Medicaid Services (CMS), cover
the medical services for the majority of all dialysis
patients in the United States.

Dialysis products

In 2019, the global dialysis products market was
worth around €14 billion.

Fresenius Medical Care is the leading provider of
dialysis products in the world, with a market share of
about 36%.

Fresenius Medical Care is the leading supplier world-
wide of hemodialysis products, with a market share
of 41% and has a market share of approximately
16% in the worldwide market of products for perito-
neal dialysis.

Care Coordination

The field of Care Coordination currently includes
health services relating to vascular surgery, coordi-
nated delivery of pharmacy services, and outpatient
care, for example.

Chronic diseases such as diabetes or cardiovascular
diseases are steadily increasing, and account for
more than two thirds of all deaths worldwide. In
many countries, the majority of the health expendi-
ture is spent on the treatment of chronic diseases. To
counteract the increasing cost pressure that results
from this, more and more health care systems - such
as that in the largest market for Fresenius Medical
Care, the United States - are no longer compensating
for individual services, but rather for holistic and
coordinated care.

A reasonable estimate of the market volume of coor-
dinated care is not possible due to the large number
of different services. We currently offer coordinated
care services mainly in North America and Asia-
Pacific. Our services in Care Coordination are adapted
to the requirements of these markets. The spectrum
of our coordinated care services may vary across
countries and regions, depending on the particular
reimbursement system or market specifics.

The market for generic IV drugs, clinical nutri-
tion, infusion therapy, and medical devic-
es/transfusion technology*

The global market for generic IV drugs, biopharma-
ceuticals, clinical nutrition, infusion therapy, and
medical devices/ transfusion technology was worth

about €97 billion in 2019. Thereof, the global market
for generic IV drugs was worth about €38 billion?.
Fresenius Kabi was able to enter additional market
segments of the global addressable market due to
targeted investments and the expansion of our prod-
uct portfolio, in the areas of complex formulations,
liposomal solutions, and pre-filled syringes, among
other items.

The market for IV drugs grew by 2% worldwide
and by 3% in the important European Market. The
market growth is mainly achieved through products
that are brought to market when the original drug
goes off-patent, as well as through original off-patent
products that are offered at steady prices due to a
unique selling proposition. Additionally, market
growth is based on price increases for single mole-
cules by individual competitors. In the United States,
the most important generic IV drug market for
Fresenius Kabi, the company is one of the leading
suppliers. Competitors include Pfizer, Sanofi, Sandoz,
and Teva Pharmaceutical Industries, and Hikma.

The biopharmaceutical market segment is one of
the fast-growing segments in the health care busi-
ness. The relevant market for the targeted original
biopharmaceuticals, all in the therapeutic areas of
oncology and autoimmune diseases, is worth about
€37 billion and grew by 13%.

In 2019, the global market for clinical nutrition
was worth about €9 billion. In Europe, the market
grew by about 4%. In Latin America, the clinical
nutrition market saw growth of up to 10%. In Asia-
Pacific, the market for enteral nutrition grew by
about 10%. In the area of parenteral nutrition,
Fresenius Kabi’s important market for three-chamber

! Market data based on company research and refers to Fresenius Kabi’s relevant markets. This is subject to annual volatility due to currency fluctuations and patent ex-
piries of original drugs in the IV drug market, among other things.
2 Market definition adjusted as in prior year: among other items, sales volume of non-patented branded drugs is included.
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bags grew by 10% in Asia-Pacific. In Africa, these
two segments also showed positive growth. There is
growth potential in clinical nutrition worldwide, be-
cause nutrition therapies are often not yet sufficiently
used in patient care, although studies have proven
their medical and economic benefits. In cases of
health- or age-induced nutritional deficiencies, for
example, the administration of clinical nutrition can
reduce hospital costs through shorter stays and less
nursing care. In the market for clinical nutrition,
Fresenius Kabi is one of the leading companies
worldwide. In parenteral nutrition, the company is
the leading supplier worldwide. In the market for
enteral nutrition, Fresenius Kabi is one of the leading
suppliers in Europe, Latin America, and China. In
parenteral nutrition, competitors include Baxter, B.
Braun, JW Pharma, and Kelun Pharma. In the market
for enteral nutrition, Fresenius Kabi competes with,
among other companies, Abbott, Nestlé, and Danone.

In 2019, Fresenius Kabi considers its global market
for infusion therapy to have been worth about
€6 billion. In Europe, the market for infusion thera-
pies grew by around 1%, with growth in Latin Ameri-
ca, Africa, and Asia-Pacific of up to 5% in individual
regions. After the strong growth in 2018 due to the
recovery of the previous supply shortages, the U.S.
market showed a slight decline in 2019. Infusion
therapies (e.g., electrolytes) are part of the medical
standard in hospitals worldwide. Market growth is
mainly driven by increasing product demand in
emerging markets. Fresenius Kabi is the market
leader in infusion therapy in Europe and Latin Ameri-
ca. Competitors include B. Braun and Baxter.

In 2019, the global market for medical devices
was worth about €4 billion and grew by 4%. In the

medical devices market, the main growth drivers are
IT-based solutions that focus on application safety
and therapy efficiency. In the medical devices seg-
ment, Fresenius Kabi ranks among the leading sup-
pliers worldwide. International competitors include
Baxter, B. Braun, and Becton, Dickinson and Com-
pany, as well as ICU Medical.

In 2019, the global market for transfusion tech-
nology was worth about €3 billion and grew by
about 4%. In the transfusion technology market, the
areas of plasma collection, therapeutic apheresis, and
cell therapy are experiencing positive growth. The
decline in the demand for blood bags triggered by
new treatment methods in Europe and the United
States in recent years is coming to an end. In trans-
fusion technology, Fresenius Kabi is one of the
world’s leading companies. Competitors include
Haemonetics, Macopharma, and Terumo.

The hospital market?!

In 2017, the market of acute care hospitals in Ger-
many was about €102 billion?, as defined by total
costs of the German acute care hospitals (gross).
Personnel expenses accounted for about 62% of
hospital costs, and material costs for 38%. Personnel
and material expenses rose by 5% and 3% respec-
tively.

The admissions in the acute care hospital market
decreased by 0.5% in 2017.

The economic situation of the German hospitals
worsened compared with the previous year. In 2018,

about 40% of the hospitals recorded losses. A further
9% broke even, and 51% were able to generate a
profit for the year. In 2017, about 30% recorded
losses and about 60% were profitable.

The often difficult economic and financial situation of
the hospitals is accompanied by significant invest-
ment needs driven by medical and technological
advances, higher quality requirements, and neces-
sary modernizations. Moreover, the federal states
failed to meet their statutory obligation to provide
sufficient financial resources in the past. This results
into a continuously increasing investment backlog.
The German Hospital Institute (DKI)3 estimates that
the annual investment requirement at German hospi-
tals is at least €6.8 billion. This is about two and a
half times the funding for investment currently being
provided by the federal states.

Helios Germany is the country’s leading hospital
operator in terms of sales, with a share of about
5.4%*% in the acute care market. The hospitals of
Helios Germany compete mainly with individual hos-
pitals or local and regional hospital associations.
Among private hospital chains, our main competitors
are Asklepios, Rhon-Klinikum, and Sana Kliniken.

The so-called change in value figure is relevant for
the increase in the reimbursement of hospital
treatments. It is used to compensate for rising
costs in the hospital market, particularly with regard
to personnel and material costs. The change in value
figure is redetermined each year for the following
year. For 2019 it was 2.65% (2018: 2.97%).

On January 1, 2019, the Act to Strengthen Nursing

! Most recent market data available: German Federal Statistical Office, 2017 data; German Hospital Institute (DKI), Krankenhausbarometer 2019;
2 The market is defined by the total costs of the German acute care hospitals (gross), less academic research and teaching.

3 German Hospital Institute (DKI), Krankenhausbarometer 2019
4 Measured by 2018 sales in relation to gross total costs of acute care hospitals minus scientific research and teaching in Germany (latest available data: Federal Statisti-

cal office, 2017 data)
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Staff (PpSG) entered into force. In contrast to 2018,
in 2019, each additional or increased nurse position
at the bed was completely refinanced by the health
insurers. In addition, since 2019, a regulation setting
a minimum level for nursing staff has applied to hos-
pitals in Germany for the following areas: geriatrics,
intensive care, cardiology, and trauma surgery.

The private Spanish hospital market volume was
about €15 billion! in 2018. In particular, the increas-
ing number of privately insured patients is opening
up growth opportunities for private operators. Private
supplemental insurance in Spain is relatively inex-
pensive. It is required in order to make use of ser-
vices in private hospitals. Among other factors, the
comparatively short waiting times for scheduled
treatments make private hospitals attractive.

The opportunity for private hospital operators to
expand their networks by building additional new
hospitals opens up further potential. Since the Span-
ish market is highly fragmented, it has consolidation
potential.

Quirdnsalud is the market leader in Spain, with a
market share of approximately 12% in the private
hospital market in terms of sales. Quirédnsalud com-
petes with a large number of stand-alone private
hospitals, as well as with smaller regional hospital
chains such as Asisa, HM Hospitales, Hospiten, Ribe-
ra, Salud Sanitas, and Vithas.

The market for Projects and services for hospi-
tals and other health care facilities

The market for projects and services for
hospitals and other health care facilities is
very fragmented. Therefore, an overall market size
cannot be determined. The market is country-specific
and depends, to a large extent, on factors such as
public health care policies, government regulation,
and levels of privatization, as well as demographics
and economic and political conditions. In markets
with established health care systems and
mounting cost pressure, the challenges for health
care facilities is to increase their efficiency. Here,
demand is especially high for sustainable planning
and energy-efficient construction, optimized hospital
processes, and the outsourcing of medical-technical
support services to external specialists. This enables
hospitals to concentrate on their core competency —
treating patients. In addition to offering services for
health care facilities world-wide, Fresenius Vamed
itself is active as a post-acute care provider in sever-
al countries, including Germany, Austria, Switzerland,
the Czech Republic, and the United Kingdom.
Through the integration of the post-acute care busi-
ness of Fresenius Helios, Fresenius Vamed has be-
come a leading provider in this field in Central Eu-
rope. In emerging markets, the focus is on
building and developing infrastructure and improving
the level of health care.

Fresenius Vamed has no competitors that cover its
comprehensive portfolio of services across the entire
life cycle. As a result, Fresenius Vamed has a unique
selling proposition of its own. Depending on the ser-
vice, the company competes with international com-
panies and consortia, as well as with local providers.

Overall business development

The Management Board’s assessment of the
effect of general economic developments and
those in the health care sector for Fresenius

Overall, the development of the world economy had
an only negligible impact on our industry in 2019. On
the whole, the health care sector, both in mature and
growth markets, developed positively, with continued
increasing demand for health services. This had a
positive effect on our business development.

The Management Board’s assessment of the
effect of the business results and significant
factors affecting operating performance

In 2019, Fresenius made significant investments in
all business segments to lay the foundation for future
growth. We achieved our Group sales and earnings
targets for fiscal year 2019. Hence, the Management
Board is of the opinion that the Fresenius Group’s
performance in 2019 was successful overall.

! Market data based on company research and refers to the addressable market of Quirdnsalud. Market definition includes neither Public Private Partnership
(PPP) nor Occupational Risk Prevention centers (ORP). The market definition may differ from the definition in other contexts (e. g., regulatory definitions).
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Fresenius Medical Care’s sales (adjusted!) in constant
currency increased by 5% to €17,329 million (2018:
€16,026 million). On an adjusted basis? net income
attributable to shareholders of Fresenius Medical Care
increased by 2% (- 2% in constant currency) to
€1,369 million (2018: €1,341 million).

Fresenius Kabi achieved organic sales growth of 4%.
EBIT? increased by 5% (increased by 3% in constant
currency) to €1,200 million (2018: €1,139 million).

Organic sales growth of Fresenius Helios was 5%.
EBIT* decreased by 4% to €1,015 million (decreased
by 3%®° in constant currency; 2018: €1,052 million).
Fresenius Vamed achieved organic sales growth of
16%. EBIT* grew by 19% (6%°) to €131 million
(2018: €110 million).

1 On an adjusted basis: 2018 adjusted for divestitures of Care Coordination activities; 2019 adjusted for IFRS 16 effect, excluding effects from NxStage transaction
2 2018 before special items (gain related to divestitures of Care Coordination activities, FCPA-related charge), after adjustments; 2019 before special items (transaction
related expenses, gain related to divestiture of Care Coordination activities, expenses associated with the cost optimization program), adjusted for IFRS 16 effect, exclud-

ing effects from NxStage transaction.

30n a comparable basis: before special items and adjusted for IFRS 16 effect

4 Adjusted for IFRS 16 effect

5 Adjusted for the post-acute care business transferred from Fresenius Helios to Fresenius Vamed as Julyl, 2018
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Results of operations, financial position, assets and liabilities

Results of operations

Net income of Fresenius SE & Co. KGaA in the fiscal
year 2019 was €580 million (previous year €489
million). The increase in net income mainly results
from higher income from participations and transfers
of profits.

All the following companies have profit and loss
transfer agreements with Fresenius SE & Co. KGaA:
Fresenius Kabi AG, Fresenius ProServe GmbH,
Fresenius Biotech Beteiligungs GmbH, Fresenius
Versicherungsvermittiungs GmbH and Hyginus Publi-
sher GmbH.

Fresenius ProServe GmbH contributed with earnings
of €342 million (previous year €353 million) to the
net income from participations.

The profit and loss transfer agreement with Fresenius
Kabi AG yielded earnings of €258 million (previous
year €44 million). The increase in relation to the
previous year results from higher earnings in Germa-
ny and higher dividend income from foreign Kabi
affiliated companies.

Other significant income from participations came
from a €110 million Fresenius Medical Care AG & Co.
KGaA dividend (previous year €100 million).

In addition to earnings from dividends and from profit
and loss transfer agreements, Fresenius SE & Co.
KGaA receives €71 million of income from rents and
from providing personnel services (previous year €63
million). Other operating income includes

€117 million (previous year €283 million) of foreign
currency gains while €98 million (previous year €125
million) of foreign currency losses are included in
other operating expenses. The main part of the de-
crease in foreign currency gains results from a gain in
the previous year of €153 million arising from the
contribution to the capital reserve of Kabi AG of US
Dollar loans to a U.S. based affiliated company at
their fair value.

The General Partner and Supervisory Board of Frese-
nius SE & Co. KGaA will propose a dividend increase
to the Annual General Meeting. For 2019, a dividend
of €0.84 per ordinary share shall be paid to share-
holders. This is an increase of 5%. The total dividend
distribution will increase by 5% to €468.2 million
(previous year €445.0 million).
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Cash flow statement

2019 2018

million € million €

Net Income 580 489
Depreciation and amortization of non-current assets and financial assets 9 6
Increase in pension liabilities 11 12
Interest result 89 49
Income from investments -760 -508
Non-cash-effective foreign exchange gains from contributions in kind 0 -153
Cash flow -71 -105
Increase in accruals for income taxes and other accrued expenses 36 29
Increase/decrease in trade accounts payable - -
Decrease in other operating assets and liabilities - -52
Increase/ Decrease in working capital 36 -23
Cash flows from operating activities -35 -128
Payments for contributions to equity of subsidiaries and for loans to subsidiaries -150 -424
Proceeds from capital reductions in subsidiaries and loans to subsidiaries 130 16
Payments for investments in intangible assets and property plant and equipment -46 -39
Proceeds from the disposal of intangible and tangible fixed assets 1 0
Interest received 73 115
Dividends received 518 742
Cash flows from investing activities 526 410
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Cash flow statement (continued) 2019 2018

million € million €
Proceeds from bank loans 1,971 127
Repayment of bank loans -1,542 -463
Change in financing activities with related parties -393 596
Proceeds from the exercise of stock options 33 44
Interest paid -162 -164
Dividends paid -445 -416
Cash flows from financing activities -538 -276
Change of cash and cash equivalents -47 6
Cash and cash equivalents at the beginning of the year 49 43
Cash and cash equivalents at the end of the year 2 49

The following paragraphs “financial position” and
“investments, divestments and acquisitions” describe
material positions of the cash flow statements in
more detail.

Fresenius believes that its existing credit facilities, as
well as the operating cash flows, income from trans-
fer agreements and additional sources of short-term
funding, are sufficient to meet the company’s fore-
seeable liquidity needs. More information on credit
facilities can be found in the notes to the financial
statements.

As of December 31, 2019, Fresenius SE & Co. KGaA
complied with the covenants under all the credit
agreements.

Financial position

Total assets of Fresenius SE & Co. KGaA increased by
€598 million to €14,932 million (previous vyear
€14,334 million).

On the asset side, accounts receivable from related
parties increased from €2,756 million to €3,376 mil-
lion, due mainly to the following changes:

® Fresenius Kabi received a loan of €893 million from
Fresenius SE & Co. KGaA. (previous year €666 mil-
lion).

e In addition, loans and financing accounts with affili-
ated companies in the context of inhouse banking
(cash pool) increased.

On the liability side, liabilities have increased from
€7,290 million to €7,6742 million. The €500 million
convertible bonds due on September 2019 were
repaid as scheduled. For refinancing and for general
company purposes, the company issued €700 million
of Schuldschein Loans. Moreover, bonds in the
amount of €300 million and €500 million that had
become due, were refinanced with bonds with an
aggregate volume of €1.0 billion.

The equity ratio decreased from 47.4% to 46.6%

Investments, divestments and acquisitions

Total investments in property, plant and equipment
and intangible assets were €46 million in 2019.

Changes in the financial assets in the fiscal year 2019
mainly resulted from following transactions:

e In the fiscal year 2019 Fresenius SE & Co. KGaA
contributed €140 million to the additional paid-in
capital of Fresenius Finance Holdings Ltd.

e Disposals of shares in related parties of €114 mil-
lion correspond to a reduction in capital of Frese-
nius US Finance I Inc. This resulted in foreign ex-
change gains of €20 million for the Company.

e Moreover Fresenius Netcare GmbH, an indirect
affiliated company of Fresenius SE & Co. KGaA, was
granted a loan of €10 million.
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OVERALL ASSESSMENT OF THE BUSINESS
SITUATION

At the time this Management Report was prepared,
the Management Board continued to assess the de-
velopment of the Fresenius Group as positive. De-
mand for our products and services continues to
grow steadily around the world.

OUTLOOK

This Group Management Report contains forward-
looking statements, including statements on future
sales, expenses, and investments, as well as poten-
tial changes in the health care sector, our competi-
tive environment, and our financial situation. These
statements were made on the basis of the expecta-
tions and assessments of the Management Board
regarding events that could affect the Company in
the future, and on the basis of our mid-term plan-
ning. Such forward-looking statements are subject,
as a matter of course, to risks, uncertainties, as-
sumptions, and other factors, so that the actual re-
sults, including the financial position and profitability
of Fresenius, could therefore differ materially - posi-
tively or negatively - from those expressly or implic-
itly assumed or described in these statements. For
further information, please see our Opportunities and
Risk Report on pages 18 ff.

General and mid-term outlook

The outlook for the Fresenius Group for the coming
years continues to be positive. We are able to treat
patients and supply customers reliably, continuously
striving to optimize our costs, to adjust our capaci-
ties, and to improve our product mix, as well as to
expand our products and services business. We ex-
pect these efforts to increase our earnings in the
coming years. In addition, good growth opportunities

for Fresenius are, above all, presented by the follow-
ing factors:

e The sustained growth of the markets in which
we operate: Fresenius still sees very good opportu-
nities to benefit from the growing health care needs
arising from aging populations, with their growing
demand for comprehensive care, and technical ad-
vances, but driven also by the still insufficient ac-
cess to health care in the developing and emerging
countries. There are above-average growth oppor-
tunities for us not only in the markets of Asia-
Pacific and Latin America, but also in Africa.
Efficient health care systems with appropriate re-
imbursement structures will evolve over time in
these countries, as economic conditions improve.
We will strengthen our activities in these regions
and introduce further products from our portfolio
into these markets successively.

e The expansion of our regional presence: the
fast-growing-markets in Asia-Pacific, Latin America,
and Africa especially offer further potential to
strengthen our market position. China, for instance,
offers excellent growth opportunities over the long-
term, not only in infusion and nutrition therapies,
IV drugs, and medical devices for Fresenius Kabi,
but also for Fresenius Medical Care in dialysis. We
plan to further roll out additional products and
therapies from our existing portfolio in countries
where we do not yet offer a comprehensive range.
Fresenius Helios is also present outside Germany
with Quirdnsalud, Spain’s largest private hospital
operator. Fresenius Helios also sees good opportu-
nities for further international growth., including in
Latin America. Here Quirdnsalud is already repre-
sented in Colombia and Peru.

e The broadening of our services business: for
Fresenius Medical Care, opportunities to extend into
new markets or to expand its market share arise if
a country opens up to private dialysis providers or

allows cooperation between public and private pro-
viders through public-private partnerships. Whether
or not private companies can offer dialysis treat-
ment, and in what form, depends on the health
care system of the country in which they operate
and its legal framework. Fresenius Helios has an
extensive nationwide hospital network in Germany
and Spain. Based on this platform, Fresenius Helios
aims to develop and offer innovative, integrated
care offerings. In addition, Helios Germany is ex-
panding outpatient services in a separate division.
Patient care should be further improved through
the exchange of knowledge and experience (best
practice) between Helios Germany and Quirdnsalud.
Growth opportunities in Spain arise from exploiting
synergies, the expansion and construction of hospi-
tals, and further consolidation potential in the high-
ly fragmented Spanish private hospital market, in
particular. The close integration of Quirdnsalud’s
facilities for Occupational Risk Prevention within the
Spanish hospital network offers additional growth
opportunities. In addition, Fresenius Helios is seiz-
ing opportunities in Latin America through acquisi-
tion to exploit potential in the private hospital mar-
ket. Fresenius Vamed continues to expand its high-
end services, such as sterile processing.

e The broadening of our products business: at
Fresenius Medical Care, we see the planned expan-
sion of the core business with dialysis products as a
growth driver. At Fresenius Kabi, we plan to expand
our IV drugs product business. We develop generic
drug formulations that are ready to launch at the
time of market formation, directly after the patents
of the branded products expire. We also develop
new formulations for non-patented drugs. Further-
more, we develop ready-to-use products that are
especially convenient and safe, including, for ex-
ample, pre-filled syringes and ready-to-use solu-
tions in our freeflex infusion bags.

e The development of innovative products and
therapies: these will create the potential to further
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expand our market position in the regions. In addi-
tion to innovation, best-in-class quality, reliability,
and the convenience of our products and therapies
are key factors here. In our dialysis business, we
expect home therapies to gain further importance,
leading to growth potential for Fresenius Medical
Care. In addition, Fresenius Kabi develops new
dosage forms for its products. In the area of bio-
similars, Fresenius Kabi specializes in the develop-
ment of products for the treatment of oncology and
autoimmune diseases and has a pipeline of mole-
cules at various stages of development. Helios
Germany and Spain, as well as Fresenius Vamed,
have been developing innovative business areas
such as digital offerings in their own division.

e Selective acquisitions: besides retaining organic
sales growth as the basis for our business, we will
continue to utilize opportunities to grow by making
small and mid-sized acquisitions that expand our
product portfolio and strengthen our regional pres-
ence.

We are also exploiting any opportunities for potential
within our operations for cost-management and
efficiency-enhancement measures. These include
plans for cost-efficient production and a further-
optimized procurement process.

The outlook takes account of all events known at the
time the annual financial statements were prepared
that could influence our operating performance in
2020 and beyond. Significant risks are discussed in
the Opportunities and Risk Report. As in the past, we
will do our utmost to achieve and - if possible - ex-
ceed our targets.

Future markets

We expect the consolidation process to continue
among competitors in our markets in Europe, Asia-
Pacific, and Latin America. Consequently, we expect

that there will be opportunities for us to penetrate
new markets, both by expanding our regional pres-
ence and by extending our product portfolio.

New markets will open up as Fresenius Medical
Care successively rolls out its product and services
portfolio, especially in emerging countries. Fresenius
Medical Care is committed to preparing its business
portfolio for further sustainable, profitable growth by
investing in future growth markets in its product and
service businesses, such as China.

Fresenius Kabi plans to introduce products already
offered outside the United States into that country as
well. It also aims to further roll out its product portfo-
lio internationally, especially in the fast-growing
markets of Asia-Pacific and Latin America. Market
share is to be expanded further through the launch of
new products in the field of IV drugs and medical
devices for infusion therapy and clinical nutrition. In
Fresenius Kabi’s biosimilars business, we are devel-
oping products focusing on oncology and autoim-
mune diseases, which will be introduced to the mar-
ket over the next few years.

With its broad hospital network across Germany,
Fresenius Helios is able to develop new patient care
models. In addition, Helios Germany is expanding
outpatient services in a separate division. The in-
creasing number of privately insured patients in
Spain is opening up opportunities for private opera-
tors like Helios Spain. Fresenius Helios also sees good
opportunities for further international growth, among
others, in Latin America.

Fresenius Vamed is expecting to grow in the life
cycle and PPP project areas, both with regard to the
project and the services business. Moreover, the
company intends to further expand its position with
follow-up orders, as well as to enter new target mar-
kets. Furthermore, Fresenius Vamed will continue to
strengthen its position as a leading post-acute care
provider in Central Europe.

Health Care sector and markets

The health care sector is considered to be widely
independent of economic cycles. The demand, espe-
cially for life-saving and life-sustaining products and
services, is expected to increase, given that they are
medically needed and the population is aging. Moreo-
ver, medical advances and the large number of dis-
eases that are still difficult to cure — or are incurable
- are expected to remain growth drivers.

In the emerging countries, the availability of basic
health care and the growing demand for high-quality
medical treatment is increasing. As per-capita income
increases, individuals increasingly have to cope with
the illnesses associated with lifestyle diseases.

On the other hand, experts estimate that further
financial constraints in the public sector could result
in more pricing pressure and a slowdown in revenue
for companies in the health care industry. Some
countries are experiencing significant financing prob-
lems in the health care sector due to the strained
public finance situation. Especially in the industrial-
ized countries, increased pressure to encourage sav-
ing can be expected as health care costs constitute a
large portion of the budget.

It will be increasingly important for companies in the
health care sector to increase patient benefit, to
improve treatment quality, and to offer preventive
therapies. In addition, especially those products and
therapies that are not only medically but also eco-
nomically advantageous will be of increasing im-
portance.
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The dialysis market

The global dialysis market is expected to grow by
about 4% at constant exchange rates in 2020.

The number of dialysis patients worldwide is ex-
pected to rise by approximately 6% in 2020, alt-
hough significant regional differences will remain. For
the United States, Japan, and the countries of Central
and Western Europe, where prevalence is already
relatively high, we forecast patient growth in the
region from under 1% to just over 3%. In economi-
cally weaker regions, the growth rates are even high-
er.

Overall, factors such as aging populations and the
growing number of people suffering from diabetes
and hypertension, which are ailments often preceding
terminal kidney failure, are contributing toward con-
tinued growth of the dialysis markets. The life expec-
tancy of dialysis patients is also rising thanks to on-
going advances in treatment quality and the rising
standard of living, especially in the emerging coun-
tries

The market for generic IV drugs, biopharma-
ceuticals, clinical nutrition, infusion therapy,
and medical devices / transfusion technology?

We expect the global market for generic IV drugs,
biopharmaceuticals, clinical nutrition, infusion thera-
py, and medical devices / transfusion technology to
grow by around 5% in 2020.

In 2020, the market for generic IV drugs is ex-
pected to grow by approximately 3% worldwide. The

demand for generic drugs is likely to grow because of
their significantly lower price in comparison to the
originator drugs’ price. The growth dynamic will con-
tinue to be driven by originator drugs going off pa-
tent, as well as by original off-patent products that
are offered at steady prices due to a unique selling
proposition. A factor working in the opposite direction
is the price erosion for original off-patent drugs and
generic drugs that are already on the market.

We expect Fresenius Kabi’s relevant market for
biopharmaceuticals to grow by around 8% in 2020.

In 2020, we expect worldwide growth of 4% in the
clinical nutrition market. Growth perspectives are
supported by increasing awareness of the need for
early nutritional intervention, which is reflected in the
latest guidelines and the increased practice of man-
datory malnutritional screening. We see additional
potential in the still underlying high percentage of
people affected by malnutrition who do not yet have
access to nutritional services. Continued high growth
potential is projected in Asia-Pacific, Latin America,
and Africa. We assume growth of up to 10% in indi-
vidual countries.

We expect the market for infusion therapy in Europe
to grow by 1% over the prior year’s level in 2020.
Despite a slightly growing blood volume substitutes
market, continuous price pressure in the tender-
driven standard-solutions business is expected to
affect growth. Outside Europe, we also estimate the
market for infusion therapy to grow by approximately
1% in 2020, whereby Latin America is expected to
grow by up to 8%.

In 2020, the market for medical devices is ex-

pected to grow by up to 3% and the market for
transfusion technology by up to 4%.

The hospital market

The number of hospital admissions in Germany de-
clined slightly in 2017. No reliable figures are availa-
ble yet for 2018 and 2019. However, we assume a
further decline in inpatient hospital admissions and
an increase in outpatient treatments as a result of
the increasing provision of outpatient services. As a
result of the measures initiated by Helios Germany to
expand outpatient services and the continued imple-
mentation of the clustering strategy, we expect a
slight increase in inpatient hospital treatment in
2020.

The so-called change in value figure is relevant for
the increase in the reimbursement of hospital
treatments in Germany. For 2020 it was set at
3.66%. In addition, the hospital funding system pro-
vides for various increases and reductions for acute
hospitals. For surplus services agreed in advance with
the health insurance companies, hospitals have to
accept the so-called fixed cost degression discount on
surplus services of up to 35%. The exact amount of
the discount is negotiated between the hospitals and
the health insurance companies.

As a result of the Act to Strengthen Nursing Staff
(PpSG), the nursing costs will be excluded from the
DRG from 2020; instead, the costs for patient-
oriented nursing care will be fully reimbursed by the
health insurance funds via separate nursing budgets
at prime costs. Measures to relieve the burden on
nursing care are also to be financially supported to a

! Market data refers to Fresenius Kabi’s addressable markets. Those are subject to annual volatility due to currency fluctuations and patent expiries of original drugs in the
IV drug market, among other things. Percentage increase based on market value (price x volume).

Source: Company research; German Hospital Institute (DKI) 2019, Krankenhausbarometer 2019
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certain extent from 2020. In addition, the regulation
setting a minimum level for nursing staff has been
extended to the areas of heart surgery, neurology,
neurological stroke units, and early neurological re-
habilitation as of 2020. In order to factor medical
outcomes into the remuneration, the Federal Joint
Committee defines quality indicators. The specific
financial terms and details are currently being worked
out in a consistent overall concept. However, we do
not expect any adverse effects from this since the
Helios Group is well prepared for quality-based re-
muneration thanks to its clear focus on quality and
transparency of medical outcomes.

The future expectations with respect to their econom-
ic situation vary among the German hospitals: ac-
cording to the Krankenhaus-Barometer 2019 survey
by the German Hospital Institute (DKI), only one
sixth (17%) of the hospitals expect their economic
situation to improve in 2020, whereas 44% expect it
to worsen.

Moreover, investment needs are growing while gov-
ernment support is declining. The Rheinisch-West-
falisches Institut fir Wirtschaftsforschung (RWI)
forecasts that more hospitals will respond to econom-
ic pressures by joining together into networks and
bundling their services. Networks offer opportunities
for individual hospitals to reduce costs, for example
in purchasing.

We expect the private hospital market in Spain to
continue to grow by 2% to 3% in 2020. The continu-
ing increase in the number of privately insured pa-
tients should also open up opportunities for private
operators in the future.

Relevant indicators, for example nationwide health
care spending and bed density, indicate the further
market development potential in the Spanish health
care system compared with other EU countries. This
also provides opportunities for the establishment of
new hospitals. In addition, the highly fragmented

private Spanish hospital market offers further consol-
idation potential.

The market for projects and services for hospi-
tals and other health care facilities

For 2020, we expect the worldwide demand for pro-
jects and services for hospitals and other health care
facilities to grow at a low single-digit rate.

In the Central European markets with established
health care systems, we expect solid growth and a
continued rise in demand. This is due to demographic
developments and an increasing need for investment
and modernization in public health care facilities.
Demand is particularly strong for services, i.e., the
maintenance and repair of medical and hospital tech-
nology, facility management, technical or overall
operational management, and the optimization of
infrastructural processes - especially within the
framework of public-private partnership models.
Additional growth opportunities arise from the fact
that public institutions are increasingly outsourcing
non-medical services to private service providers. In
addition, an expansion of the range of post-acute
services in Europe is expected.

In the emerging markets, we anticipate an overall
dynamic development. Growth in markets such as
Africa, Latin America, and southeast Asia will initially
be driven by the demand for efficient, needs-oriented
medical care. In China and the Middle East, growth
will be driven by the development of infrastructure
and the creation of new care services, as well as
research and training facilities.

Economic outlook of Fresenius SE & Co. KGaA
for the year 2020

For the fiscal year 2020 the company expects lower
net income mainly due to lower dividend income from

foreign affiliated companies. Retained earnings are
expected to increase slightly

Dividend

The dividend increases provided by Fresenius in
the last 26 years show impressive continuity. Our
dividend policy aims to align dividends with earn-
ings-per-share growth (before special items) and
thus broadly maintains a payout ratio of 20% to
25%. Fresenius intends to continue its profit-
driven dividend policy in 2020.

OPPORTUNITIES AND RISK REPORT

The Fresenius Group is exposed to a number of risks
due to the complexity and the dynamics of its busi-
ness. These risks are inevitable consequences of
entrepreneurial activities. Opportunities can only
be exploited when there is a willingness to take
risks.

As a provider of products and services for the severe-
ly and chronically ill, we are relatively independent of
economic cycles. The diversification into four busi-
ness segments, which operate in different segments
of the health care market, and the global footprint
further minimize the Group’s risk profile. Our many
years of experience, as well as our regularly leading
market position, serve as a solid basis for a realistic
assessment of risks.

At the same time, we will continue to take advantage
of the wide-ranging opportunities for sustainable
growth and expansion that the health care market
offers to the Fresenius Group.
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Opportunities management

Managing opportunities is an ongoing, integral
part of corporate activity. To be successful over the
long term, we consolidate and improve on what we
have already achieved and create new opportunities.
The organization and management of the Fresenius
Group have a decentralized, regional structure. This
enables us to recognize and analyze trends, require-
ments, and opportunities in the often fragmented
markets and to focus our actions accordingly. We
maintain regular contact and dialog with research
groups and scientific institutions to explore new pro-
spects, and keep a close watch on markets and com-
petitors in order to identify opportunities. Within the
Group, opportunities and synergies can be exploited
through continuous communication involving the
exchange of information and know-how between the
business segments. Anticipated future opportunities
for the Fresenius Group are discussed in the Outlook
starting on page 15.

Risk management

Fresenius risk management system

Risk management is a continuous process. Identify-
ing, controlling, and managing risks are key tools of
solid corporate governance. The Fresenius risk
management system is closely linked to its corpo-
rate strategy. Opportunities are not recorded in the
risk management system.

Markets are kept under constant observation and
close contact is maintained with customers, suppli-
ers, and institutions. These policies allow us to swiftly
identify and react to changes in our business envi-
ronment.

Using standardized processes, risk situations are
evaluated regularly and compared with specified

requirements. If negative developments emerge,
responses can be initiated at an early stage.

Responsibilities for processes and monitoring
risks have been assigned as follows:

e The business segments and their operational busi-
ness units are responsible for identifying, as-
sessing, and managing risks.

e The managers responsible are required to report
any relevant changes in the risk profile to the Man-
agement Board without delay.

e The Management Board of the Fresenius Group has
overall responsibility for effective risk management
and regularly discusses the current risk situation.

e The Audit committee of the Supervisory Board
monitors the quality and effectiveness of the risk
management system every six months.

The risk management system is supported both at
Group level and in the business segments by our risk
controlling measures and our management in-
formation system. Detailed monthly and quarterly
reports are used to identify and analyze deviations of
actual versus planned business development. In
addition, the risk management system includes a
control system that provides an overview of organi-
zational processes and safeguards, as well as internal
controls and audits, which help us identify significant
risks at an early stage and counteract each one indi-
vidually.

The functionality and effectiveness of our risk man-
agement system is reviewed regularly by the Audit
Committee of the Supervisory Board, the Manage-
ment Board, and the Internal Audit department of the
Group. Conclusions arising from the audits are taken
into account in the ongoing refinement of the system,
to allow prompt reaction to changes in our environ-
ment. This system has thus far proved effective. The
control system is also regularly reviewed by the Man-

agement Board and the Internal Audit department.
Moreover, the external auditor reviews whether the
control system set up by the Management Board is
suitable for the early identification of risks that would
put the continued existence of the Company in dan-
ger. The insights gained from the audit regarding the
internal financial reporting controls are also taken
into account in the continued development of the
system.

Fresenius has ensured that the organizational struc-
ture and systems for identifying, assessing, and con-
trolling risks, and for developing countermeasures,
are designed appropriately and that they are properly
functional. However, there can be no absolute cer-
tainty that this will enable all risks to be fully identi-
fied and managed.

Internal financial reporting controls

Numerous measures and internal controls assure the
correctness and reliability of accounting processes
and financial reporting, including the preparation of
annual financial statements, consolidated financial
statements, and management reports in compliance
with applicable principles. Our four-tier reporting
process especially promotes intensive discussion and
ensures control of the financial results. At each re-
porting level, i.e.,

® |ocal entity

® region

® business segment
e Group

financial data and key figures are reported, dis-
cussed, and compared with the prior-year figures,
budget, and latest forecast on a monthly basis. In
addition, all parameters, assumptions, and estimates
that are of relevance for the externally reported
Group and segment results are discussed intensively
with the department responsible for preparing the
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Group’s consolidated financial statements. These
matters are also reviewed and discussed quarterly by
the Supervisory Board’s Audit Committee.

Control mechanisms, such as automated and man-
ual reconciliation procedures, are further precautions
put in place to assure that financial reporting is relia-
ble and that transactions are correctly accounted for.
All consolidated entities report according to Group-
wide standards, which are determined at the head
office. These are regularly adjusted to allow for
changes made to the accounting regulations. The
consolidation proposals are supported by the IT sys-
tem. In this context, reference is made to the com-
prehensive consolidation of internal Group balances.
To prevent abuse, we take care to maintain a strict
separation of functions. Management control and
evaluations also help to ensure that risks with a
direct impact on financial reporting are identified and
that controls are in place to minimize them. Moreo-
ver, changes in accounting principles are closely
monitored and employees involved in financial re-
porting are instructed regularly and comprehensively.
External experts and specialists are engaged if nec-
essary. The Treasury, Tax, Controlling, and Legal
departments are involved in supporting the prepara-
tion of the financial statements. Finally, the infor-
mation provided is verified once more by the de-
partment responsible for preparing the consolidated
financial statements.

Fresenius Medical Care is subject to the controls of
Section 404 of the Sarbanes-Oxley Act.

In the third quarter of 2019, Fresenius Medical Care
identified a significant weakness in its accounting-
related internal control system relating to revenue
recognition in North America. It affected the determi-
nation of the transaction price for certain legally
disputed service compensation arrangements. Reme-
dies have already been initiated and Fresenius Medi-
cal Care has taken steps to strengthen its control
system.

Risk areas

Overall economic risks and risks due to the
operating framework

At present, the development of the global economy
presents no significant risk to the Fresenius Group. In
2020, we expect overall economic growth to contin-
ue. Moreover, Fresenius is affected only to a small
extent by general economic fluctuations. We expect
demand for our life-saving and life-sustaining prod-
ucts and services to continue to grow. Furthermore,
Fresenius is striving for balanced distribution of its
business in the main global regions and between
established and emerging markets.

The risk situation for each business segment depends
in particular on the development of their respective
relevant markets. Country-specific political, legal,
and financial conditions are therefore monitored
and evaluated carefully, particularly in the current
macroeconomic environment. This applies, for exam-
ple, to countries with budget problems as a result of
their debt burden, in particular with regard to our
accounts receivable. This applies in particular to any
initiatives by the U.S. administration with regard to
potential changes to the current health care pro-
grams.

This also applies to the potential impact on our busi-
ness of the United Kingdom’s decision to leave the
European Union and the ongoing uncertainty about
the conditions of Brexit. We do not expect this to
have a material impact on our business at this time.
The share of sales generated in the United Kingdom
is not material in relation to Group sales. We do not
expect any negative effects on our financing either,
as only an immaterial portion of our credit lines is
provided by banks domiciled in the United Kingdom.
Project teams in all divisions concerned are identify-
ing potential effects in terms of logistics, taxes, cus-
toms duties, and potential regulations, among other

things, and initiating appropriate measures, if neces-
sary.

Risks in the healthcare sector

Risks related to changes in the health care market
are of major importance to the Fresenius Group. The
main risks are the financing of health care systems
and the corresponding reimbursement systems, as
well as the development of new products and thera-
pies.

Financing of health care and reimbursement systems

In our largely regulated business environment,
changes in the law - also with respect to reim-
bursement - can have a major impact on our busi-
ness success. This applies especially in the United
States, where a large portion of our sales are gener-
ated, and where changes in the government reim-
bursement system, in particular in the reimburse-
ment of dialysis treatments, for example, could have
a considerable impact on our business. In 2019,
approximately 33% of Fresenius Medical Care’s sales
worldwide were attributable to U.S. federal health
care benefit programs, such as Centers of Medicare
and Medicaid (CMS). A reduction in reimbursement
rates or reimbursed services could result in signifi-
cantly lower sales and operational results.

Medicare has implemented an end-stage renal dis-
ease (ESRD) prospective payment system (ESRD
PPS), which expanded the scope of the products and
services covered by a bundled rate. Due to pressure
to reduce health care costs, increases in the reim-
bursement rate by the U.S. government have been
limited.

As part of the PPS, our dialysis clinics in the United
States participate in the Quality Improvement
Program (QIP). Medicare reimbursement benefits
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can be reduced by up to 2% based on the previous
year's benefits if clinics do not meet the quality
standards of the QIP. Underlying quality measures
are reviewed, extended, and amended annually by
the CMS. A material failure by Fresenius Medical Care
to achieve the minimum client quality standards
under the QIP could materially and adversely affect
our business, financial condition, and results of oper-
ations.

In addition, Fresenius Medical Care participates in
various value-oriented compensation programs under
which we receive fixed compensation to cover all or a
defined amount of treatment costs for a defined
number of patients:

e The CMS Comprehensive ESRD Care Model allows
dialysis providers and physicians to form ESRD
Seamless Care Organizations (ESCOs) that seeks to
deliver better health outcomes for ESRD patients
with chronic kidney failure while lowering the CMS’
costs. ESCOs that achieve the program’s minimum
quality requirements and generate reductions in
treatment costs for CMS above certain threshold
values will receive a share of the cost savings.
However, ESCOs that include dialysis chains with
more than 200 facilities are required to share in the
risk of cost increases and reimburse CMS a share of
any such increases. In 2019, Fresenius Medical
Care’s operating result was adversely affected by
the impact of a reduction in patients enrolled in the
ESCO program and a decrease in the cost savings
rate based on reports under discussion for current
and prior program years.

In addition, Fresenius Medical Care has entered into
per capita sub-capitations and risk-based and val-
ue-based agreements with certain insurers to pro-
vide health care to private and Medicare Advantage
patients with end-stage renal disease. These
agreements provide for the establishment of a basic
amount per patient per month. If we provide com-
plete care at costs below the basic amount, we re-

tain the difference. However, if the costs of com-
plete care exceed the basic amount, we may be
obliged to pay the difference to the insurer.

Inadequate pricing of products or an unsuitable cost
estimate for the service portfolio for beneficiaries and
ineffective cost management may have a material
adverse effect on our financial position, net assets,
and operational results.

Fresenius Medical Care mitigated the impact of the
PPS and the additional above-referenced reimburse-
ment models and other legislative initiatives by two
broad measures:

e First, Fresenius Medical Care works with medical
directors and treating physicians to generate op-
tions for efficiency increases consistent with QIP
and good clinical practice and negotiates cost sav-
ings on the purchasing of pharmaceuticals.

e Second, Fresenius Medical Care introduces new
initiatives in order to achieve efficiency increases
and better patient outcomes by increasing care up-
on initiation of dialysis, increasing the percentage
of patients using home dialysis, and generating ad-
ditional cost reductions in its clinics.

The U.S. administration has publicly announced its
intention to pursue significant changes to existing
health care insurance programs, especially programs
in connection with the Patient Protection and Afforda-
ble Care Act. In addition, options to restructure the
Medicare program in the direction of a defined-
contribution, “premium support” model and to shift
Medicaid funding to a block grant or per capita ar-
rangement, with greater flexibility for the states, are
also likely to be considered.

The U.S. administration also announced its decision
to end subsidies, known as cost-sharing reduction
(CSR) payments, to health insurance companies to

help pay out-of-pocket costs of low-income Ameri-
cans, in 2017. Some private insurers have stated
that they will need much higher premiums and may
withdraw from the insurance exchanges created
under the Affordable Care Act if the subsidies were
eliminated. We cannot predict how the ongoing litiga-
tion in this regard might be determined. As a result,
significant increases in insurance premiums and a
reduction in the availability of insurance through such
exchanges could reduce the number of Fresenius
Medical Care’s privately insured patients and shift
such patients to Medicare and Medicaid. Because
Medicare and Medicaid reimbursement rates are
generally lower than the reimbursement rates paid
by private insurers, a shift of privately insured pa-
tients to Medicare and Medicaid could have a material
adverse impact on the result of operations of Frese-
nius Medical Care.

Further requirements for dialysis clinics and changes
in reimbursement from government and private in-
surers for our entire product and service portfolio in
the United States could have a material adverse
effect on our business and operating results. For
example, the ballot initiatives introduced at the state
level could result in further regulation of clinic staff-
ing requirements, state inspection requirements, and
a cap on private insurer margins. Such additional
state regulations would increase the cost of operating
dialysis clinics and create additional costs. This could
have a material adverse effect on our business in the
affected states.

In addition, a portion of dialysis treatment in the
United States is reimbursed by private health in-
surance companies and integrated care organi-
zations, with reimbursements generally higher than
the reimbursements provided by the government
health care program. As a result, payments from
private health insurers contribute a significant portion
to Fresenius Medical Care’s profits. In 2019, approx-
imately 34% of Fresenius Medical Care’s sales from
health care services were attributable to private
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health insurance companies in the North American
segment. If these organizations in the United States
manage to push through a reduction in the reim-
bursements, or the share of reimbursements by pri-
vate health insurers, it would significantly reduce the
sales revenues and operating earnings for the prod-
ucts and services of Fresenius Medical Care.

A portion of Fresenius Medical Care’s patients who
are currently covered by private insurers may elect to
transition to government-funded reimbursement
programs that reimburse us at lower rates for our
services if efforts to restrict or eliminate the charita-
ble funding of patient insurance premiums are suc-
cessful.

Changes in reimbursement from government and
private insurers for our entire product and service
portfolio in the United States could have a material
adverse effect on our business and operating results.

The same applies to the hospital market in Germany,
where the DRG system (Diagnosis-Related Groups)
is intended to increase the efficiency of hospitals
while reducing health care spending. Patients are
largely assigned to hospitals by the public health and
pension insurers. It is therefore important for Helios
Germany that the contracts between its hospitals and
the insurers and health care institutions are main-
tained. We not only monitor legislative changes in-
tensively, but also work together with governmental
health care institutions. As a result of the Act to
Strengthen Nursing Staff (PpSG), from 2020, nursing
costs will be deducted from the standardized base
rates (DRG), and the costs for direct patient care will
instead be fully reimbursed by the health insurance
companies via separate care budgets. In 2019, each
additional or increased nurse position at the bed was
completely refinanced by the health insurers.

In the German market, Helios Germany sees a gen-
eral trend towards outpatient treatment, which could
lead to lower growth in the number of inpatient cas-

es. In response to this trend, Helios Germany is ex-
panding outpatient services offerings in a separate
division. If Helios Germany does not succeed in sus-
tainably adapting its business model through suitable
measures, this could lead to a decline in the number
of cases and have a material adverse effect on our
business and result of operations.

Quirdnsalud, our private chain of clinics in Spain,
operates hospitals through PPP contracts (public-
private partnership), among other methods. These
are part of the public health system in Spain. The
company has thus been given responsibility in certain
areas of health care for the citizens of Spain with
statutory health insurance. Quirénsalud receives
compensation for its services in the form of a per
capita lump sum or remuneration for the specific
service rendered. If Quirdnsalud were to lose the
concession to operate hospitals with PPP contracts or
renegotiations with public or private insurance com-
panies resulted in worse conditions for doing so, or if
hospitals are not able to compensate for lower reim-
bursement rates by cutting costs, this could have a
material adverse effect on our net assets, financial
position, and results of operations.

Reductions in health care spending could also nega-
tively affect the pricing of Fresenius Kabi products.

Changes in the law, the reimbursement method, and
the health care programs could affect the scope of
payments for services, as well as for insurance cov-
erage and the product business. This could have a
significant adverse impact on our business operations
as well as net assets, financial position, and results of
operations. Generally, our aim is to counter such
possible regulatory risks through enhanced perfor-
mance and cost reductions.

Development of new products and therapies

The introduction of new products and services,
or the development of advanced technologies by
competitors, could render one or more of our prod-
ucts and services less competitive or even obsolete,
and thus have a significant negative impact on future
sales, the prices of products, and our range of ser-
vices. This includes the introduction of generic or
patented drugs by competitors, which may have an
impact on sales and operational results.

Cooperation with medical doctors and scientists
allows us to identify and support relevant technologi-
cal innovations. These enable us to keep abreast of
developments in alternative treatment methods and
to evaluate and adjust our corporate strategy, if
necessary.

Operating risks

Our operational business around the world is exposed
to a number of risks and to extensive government
regulation, which include, among others:

e The quality, safety, and efficacy of medical and
pharmaceutical products, supplies, and therapies;

e The operation and licensing of hospitals, other
health care facilities, manufacturing facilities, and
laboratories;

e The planning, construction, equipment, and man-
agement of pharmaceutical and medical-
technological production facilities;

e The planning, construction, equipping, and man-
agement of health care facilities;

e Permits from public authorities and monitoring of
clinical and non-clinical research and development
activities;
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e Product releases and approvals for new products
and product modifications;

e Checks and reviews by enforcement authorities of
compliance with applicable pharmaceutical legisla-
tion;

e Compliance with due diligence obligations, warranty
obligations, and product liability regulations;

e The accurate reporting of and billing for reim-
bursements by government and private insurers;

e The labeling and designation of pharmaceutical
products and their marketing;

e Attracting qualified personnel;

e Compensation of medical personnel and financial
arrangements with physicians and other referral
sources;

e Access to, collection, publication, use, and security
of health information and other protected data

If Fresenius fails to comply with laws or regulations,
this may give rise to a number of consequences,
including monetary penalties, increased compliance
costs, exclusion from governmental reimbursement
programs, or a complete or partial curtailment of our
authorization to conduct business, any of which could
have a material adverse effect on our business repu-
tation, net assets, financial condition, or results of
operations.

Significant risks of operations for the Fresenius Group
are described in the following sections.

Production, products, and services

Compliance with product specifications and man-
ufacturing regulations is ensured by our quality
management systems, which are structured in ac-

cordance with the internationally recognized quality
standards ISO 9001 and ISO 13485 and take into
account relevant international and national regula-
tions. These are implemented by internal standards
such as quality and work procedure manuals. Regular
internal and external audits are carried out at the
Group’s production sites, distribution companies, and
dialysis clinics. These audits test compliance with
requirements and regulations in all areas - from
management and administration to production and
clinical services, all the way to patient satisfaction.
Our production facilities comply with the Good Manu-
facturing Practice (GMP) of the markets they supply.
Our facilities are audited by local public health au-
thorities, such as the U.S. Food and Drug Administra-
tion (FDA) or the European Medicines Agency (EMA),
and other authorities. If an authority detects any
deficiencies, Fresenius will immediately take appro-
priate rectifying measures.

Non-compliance with the requirements of these
authorities in our production facilities or at our
suppliers could lead to regulatory actions, such as
warnings, product recalls, production interruptions,
monetary sanctions, or delays in new product ap-
provals. Any of these regulatory actions could ad-
versely affect our business reputation and our ability
to generate sales and result in significant expenses.

In addition, production could be adversely affected
by events such as natural disasters, infrastructure
disruptions, regulatory rulings, or supply disruptions,
e.g., of raw materials, or technical failures.

Potential risks arising from the start-up of new pro-
duction sites or the introduction of new tech-
nologies are countered through careful planning,
regular analysis, and continual progress reviews.
Providing medical services in our hospitals, reha-
bilitation clinics, and dialysis clinics is generally sub-
ject to inherent risks. For example, disruptions to
processes, including causes such as natural disasters
or technical failures, involve risks for patients and the

clinic. In addition, there are operational risks, for
example regarding hygiene. We counteract these
risks with strict operating procedures, continual per-
sonnel training, and patient-oriented work proce-
dures. Furthermore, we are constantly striving to
improve the standard of patient treatment through
our quality management systems.

Performance risks associated with Fresenius Vamed'’s
project business are countered through profession-
al project management and control, and with a prov-
en system tailored to each business activity for iden-
tifying, evaluating, and minimizing these risks. This
system consists of organizational measures, such as
standards for pricing-in risks when preparing quota-
tions. Risks are assessed even before accepting or-
ders and are subsequently updated during regular
project controlling. To avert the risk of default, finan-
cial measures are taken, such as checking creditwor-
thiness and, as a rule, safeguarding through prepay-
ments, letters of credit, and secured credits.

Procurement

On the procurement side, we counter risks — which
mainly involve possible price increases or the lack of
availability of raw materials and goods - by appropri-
ately selecting and working together with our suppli-
ers through long-term framework agreements in
certain purchasing segments and by bundling vol-
umes within the Group.

We counter the risk of poor-quality purchased raw
materials, semi-finished products, and components
mainly by requiring our suppliers to meet strict quali-
ty standards. This includes a structured qualification
process, which comprises audits, document and ad-
vance sample inspections, as well as regular quality
controls of deliveries. We only purchase high-quality
products with proven safety and suitability from qual-
ified suppliers that conform to our specifications and
standards.
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Competition

Growing competition, among other things induced
by the reentry of competitors into the U.S. market for
generic IV drugs after production halts, can have a
material adverse effect on the future pricing and sale
of our products and services. The introduction of
generic or patented drugs by competitors may have
an impact on the sales and operational results of our
products.

In the United States, most hospitals are members of
one or more group purchasing organizations
(GPOs) which award contracts to pharmaceutical
manufacturers through a competitive bidding pro-
cess. Currently, there are three main GPOs in the
United States - Vizient, Premier and Health Trust.
Fresenius Kabi derives a large percentage of its reve-
nue from sales to hospitals that purchase products in
accordance with these GPO contracts. To win and
retain contracts with GPOs, Fresenius Kabi must be a
reliable supplier of a high-quality product line, remain
price-competitive, and comply with all applicable laws
and regulations. GPOs also have purchasing agree-
ments with other manufacturers, and the bidding
process for products is highly competitive. Most of
the agreements Fresenius has with GPOs in the Unit-
ed States can be terminated at short or medium
notice. If Fresenius Kabi does not succeed in fulfilling
and maintaining its existing contracts or if new con-
tracts are concluded on less favorable terms, this
could have an adverse effect on our sales, financial
position, and operational results.

The main customers in the area of transfusion tech-
nology are plasma companies and blood centers.
There are four major plasma companies globally.
Blood centers are more fragmented, but they have
consolidated in recent years in response to lower
demand for red cells resulting from blood-saving
efforts at hospitals. Fresenius Kabi remains competi-
tive by providing innovation, award-winning customer

services, and continuously improving its cost struc-
ture and efficiency.

Generally, the health care markets are characterized
by price pressure (including from tenders), competi-
tion, and efforts to contain costs. These factors could
result in lower sales and adversely affect our busi-
ness, financial position, and operational results.

Referrals from Physicians

Our hospitals, rehabilitation clinics, and dialysis clin-
ics are dependent on patients selecting them for their
medical treatment. To a large extent, patients rely on
the recommendation of their attending physicians,
who make their recommendations based on various
factors, including the quality of the medical treatment
and the competence of the clinic staff, as well as the
distance to the clinic, and the availability of appoint-
ments for treatment. If we are unable to meet these
criteria, physicians may recommend fewer or no
patients at all to our clinics. In addition, Fresenius
Helios could receive fewer referrals from doctors’
practices because they increasingly perceive Frese-
nius Helios’ outpatient services as competition or
because they no longer take rehabilitation clinics with
a certain medical focus into account when making
their choice. These factors could result in lower sales
and adversely affect our business, financial position,
and operational results.

Payment default

As a rule, we assess the creditworthiness of new
customers in order to limit the risk of late payment
and defaults by customers. We also conduct follow-
up assessments and review credit lines on an ongo-
ing basis. We monitor receivables outstanding from
existing customers, and assess the risk of default.
This particularly applies to countries with budgetary
problems and countries exposed to political risks. In

2019, we again worked on the status of our receiva-
bles, by taking measures such as factoring.

Personnel

The Company addresses potential shortages of
qualified personnel through appropriate measures
for employer branding, as well as recruitment, up-
skilling, and retention of qualified staff.

In order to increase the awareness and attractiveness
of the Fresenius Group, our employer branding relies
on a mix of university marketing, company-internal
events (such as the Fresenius Career Day “Meet the
Board” involving our top management), and digital
employer branding (e.g., by expanding our career
website and our presence on social media channels).

To ensure a sustainable supply of qualified staff, we
offer, for example, targeted programs for young
academic talent with subsequent retention programs,
as well as comprehensive apprenticeships for stu-
dents who just graduated high school.

With more than 4,950 apprentices and dual students,
Fresenius is one of the biggest training companies in
Germany. The number of our study program offerings
has further increased. In 2019 we offered the pro-
grams Digital Business Management, Industrial Safe-
ty, Environmental Technology, Business Engineering
and Medical Technology in cooperation with the Ba-
den-Wirttemberg Cooperative State University for
the first time. We provide information about our
apprenticeship and study program offerings on our
career website, as well as at our respective training
locations through various marketing activities and
vocational orientation offers (e.g., vocational infor-
mation days, Night of Apprenticeship, high school
student internships, Apprentices’ Navigation System).

Furthermore, we offer young academic talent the
opportunity to gain initial practical experience and to
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establish contacts within our company in the context
of internships and working student positions before
or during their studies or in the context of their final
papers.

Depending on their customer and market structure,
our business segments adopt different approaches
and measures for personnel development. We
strengthen employee loyalty to our company by of-
fering our employees attractive development oppor-
tunities and fringe benefits and variable compensa-
tion and work time models. In addition, we promote
international and interdisciplinary cooperation.

By using target-group-specific measures, Fresenius
addresses the overall shortage of specialized hospital
personnel. We thereby aim to recruit qualified and
dedicated personnel, thus ensuring our high standard
of treatment quality.

Since January 1, 2019, the German hospital market
has also been subject to the “Verordnung zur
Festlegung von Personaluntergrenzen in pflegeinten-
siven Bereichen in Krankenhausern” (PpUGV - Ordi-
nance on the Minimum Requirements for Nursing
Personnel in Hospitals). This ordinance stipulates
minimum staffing levels for nursing personnel in
certain areas of the hospital. Further planned statuto-
ry regulations on minimum personnel levels in addi-
tional hospital departments with beds may further
intensify competition for qualified nursing staff. Heli-
os Germany is therefore working intensively on addi-
tional measures to make it particularly attractive as
an employer for nursing staff. These include the
compatibility of family and career (e.g., through
childcare facilities at hospital sites or the possibility of
part-time work), attractive further and advanced
training opportunities, occupational health manage-
ment, and career opportunities.

Financial risks

Currency and interest-rate risks

The international operations of the Fresenius Group
expose us to a variety of currency risks. In addi-
tion, the financing of the business exposes us to
certain interest rate risks. We use derivative finan-
cial instruments as part of our risk management to
try to avoid negative impacts of these risks. How-
ever, we limit ourselves to non-exchange-traded,
marketable instruments, used exclusively to hedge
our underlying transactions and not for trading or
speculative purposes. The majority of our transac-
tions are conducted with banks that have a high
rating.

The Fresenius Group’s foreign exchange risk man-
agement is based on a policy approved by the Man-
agement Board that defines the targets, organization,
and handling of the risk management processes. In
particular, the policy assigns responsibilities for the
determination of currency risks, the execution of
hedging transactions, and the regular risk man-
agement reporting. These responsibilities correspond
to the decision-making structures in the other busi-
ness processes of the Group. Decisions on the use of
derivative financial instruments in interest rate
management are made in close consultation with
the Management Board. Hedging transactions using
derivatives are carried out by the Corporate Treasury
department of the Fresenius Group - apart from a
few exceptions in order to adhere to foreign currency
regulations. These transactions are subject to strin-
gent internal controls. This policy ensures that the
Management Board is fully informed of all significant
risks and current hedging activities.

The Fresenius Group is protected, to a large extent,
against currency and interest rate risks. As of
December 31, 2019, approximately 60% of the
Fresenius Group’s debt was protected against in-

creases in interest rates either by fixed-rate financing
arrangements or by interest rate hedges; conse-
quently, 40% was exposed to interest rate risks. A
sensitivity analysis shows that a rise of 0.5 percent-
age points in the reference rates relevant for Frese-
nius would have an impact of approximately 1% on
Group net income.

As a global company, Fresenius is widely exposed to
translation effects due to foreign exchange rate
fluctuations. The exchange rate of the U.S. dollar to
the euro is of particular importance because of our
extensive operations in the United States. Translation
risks are not hedged. A sensitivity analysis shows
that a one cent change in the exchange rate of the
U.S. dollar to the euro would have an annualized
effect of about €130 million on Group sales, about
€24 million on EBIT, and about €7 million on Group
net income.

As a globally active company, we have production
facilities in all the main currency areas. In the service
businesses, our revenue and cost base largely coin-
cide. The Fresenius Group uses a Cash-Flow-at-Risk
(CFaR) model in order to estimate and quantify such
transaction risks from foreign currencies. The for-
eign currency cash flows that are reasonably ex-
pected to occur within the following 12 months, less
any hedges, form the basis for the analysis of the
currency risk. As of December 31, 2019, the Frese-
nius Group’s cash flow at risk was €59 million. Hence,
with a probability of 95%, a potential loss in relation
to the forecast foreign exchange cash flows of the
next 12 months will not be higher than €59 million.

Recoverability of assets

Financial risks that could arise from acquisitions and
investments in property, plant and equipment, and in
intangible assets are assessed through careful and
in-depth reviews assisted by external consulting
firms. The intangible assets, including goodwill, prod-
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uct rights, trade names, and management contracts,
contribute a considerable part to the total assets of
the Fresenius Group. Goodwill and other intangible
assets with an indefinite useful life carried in the
Group’s consolidated balance sheet are tested for
impairment each year. A significant deterioration in
our prospects for the future or in the general eco-
nomic environment could result in additional depreci-
ation being necessary.

Taxes and duties

As a global corporation, Fresenius is subject to nu-
merous tax codes and regulations. Risks arising
therefrom are identified and evaluated on an ongoing
basis. The Fresenius Group’s companies are subject
to regular tax audits. Any changes in tax regulations
or adjustments resulting from tax audits, and addi-
tional customs, import duties and trade barriers could
lead to higher tax duties payments.

Debt and liquidity

Fresenius’ debt as of December 31, 2019 was
€27,258 million including the lease liabilities accord-
ing to IFRS 16. The debt could limit the Company’s
ability to pay dividends, arrange refinancing, be in
compliance with its credit covenants, or implement
the corporate strategy. If the conditions on the rele-
vant financial markets deteriorate significantly, fi-
nancing risks could arise for Fresenius. We reduce
these risks through a high proportion of mid- and
long-term funding with a balanced maturity profile.
Some of our major financing agreements contain
covenants requiring us to comply with certain finan-
cial ratios and additional financial criteria. Non-
compliance with these covenants could result in a
default and acceleration of the debt under the re-
spective agreements. We counteract this risk by
taking the relevant performance indicators into ac-
count in our Group planning and continuously moni-

toring their development. This enables us to take
countermeasures at an early stage.

Additional information on conditions and maturities
can be found in Note 18 of the Notes.

Inflation risk

As an international company, we are exposed to
varying inflation rates and price developments.
We are also active in high-inflation countries such as
Argentina. Due to the development of inflation in
Argentina, our subsidiaries operating there have
applied IAS 29, Financial Reporting in Hyperinflation-
ary Economies, since July 1, 2018.

Risks associated with research and develop-
ment and product approval

The development of new products and therapies
always carries the risk that the ultimate goal might
not be achieved, or it might take longer than
planned. This is particularly true for the Fresenius
Kabi biosimilar products. The development of biosimi-
lar products entails additional risks, such as signifi-
cant development costs and the still-developing regu-
latory and approval processes. Regulatory approval
of new products requires comprehensive, cost-
intensive preclinical and clinical studies. Furthermore,
there is a risk that regulatory authorities either do
not grant, or delay, product approval, or withdraw an
existing approval. In addition, adverse effects of our
products that may be discovered after regulatory
approval or registration may lead to a partial or com-
plete withdrawal from the market, due either to legal
or regulatory actions or our voluntary decision to stop
marketing a product.

In January 2018, for example, the Coordination
Group for Mutual Recognition and Decentralized Pro-
cedures - human (CMDh) at the European Medicines

Agency (EMA) recommended that drugs containing
hydroxyethyl starch (HES) be withdrawn from the
market. This position was not taken unanimously and
was therefore referred to the European Commission
for a decision. In April 2018, the Standing Committee
of the European Commission referred the matter
back to the Pharmacovigilance Risk Assessment
Committee (PRAC) of the EMA. The PRAC maintained
its recommendation to suspend regulatory approvals.
As a result, the CMDh of the EMA took the position in
July 2018 that regulatory approvals would be main-
tained under the condition that risk-minimizing mea-
sures are implemented. These include controlled
distribution to accredited hospitals / centers, training
and direct communication with health care profes-
sionals, and warnings on the packaging. In July
2018, the European Commission approved this posi-
tion. These required risk-minimization measures for
the HES products were initiated in 2019. Based on
the results of a consumer study, the effectiveness of
the measures will be reassessed in 2020.

Similar measures could also be taken by authorities
in non-EU countries. The Fresenius Group spreads its
risk widely by conducting development activities in
various product segments. We also counteract risks
from research and development projects by regularly
analyzing and assessing development trends and
examining the progress of research projects. We also
strictly comply with the legal regulations for clinical
and chemical-pharmaceutical research and develop-
ment.

With IV drugs, it is also crucial that new products are
continually brought to the market in a timely man-
ner. Therefore, we monitor the development of new
products on the basis of detailed project plans and
focus on achieving specific milestones. In this way,
we can take countermeasures if defined targets are
called into question.

Fresenius Medical Care as well as Fresenius Kabi are
subject to typical patent risks. This includes an inad-
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equate protection by patents of the technologies and
products that we developed. Competitors may copy
our products without bearing comparable research
and development costs.

Risks from acquisitions

The acquisition and integration of companies
carries risks that can adversely affect the net assets,
financial position, and results of operations of Frese-
nius. Acquisition processes often include closing con-
ditions, including but not limited to antitrust clear-
ance, fulfilment of representations and warranties,
and adherence to laws and regulations. Non-
compliance with such closing conditions by either
party to an acquisition could lead to litigation be-
tween the parties or with others and thus claims
against Fresenius.

Following an acquisition, the acquired company’s
structure must be integrated while clarifying legal
questions and contractual obligations. Marketing,
patient services, and logistics must also be unified.
During the integration phase, there is the risk that
key managers will leave the company and that both
the course of ongoing business processes and rela-
tionships with customers and employees will be
harmed. In addition, change-of-control clauses may
be claimed. The integration process may prove more
difficult or require more time and resources than
expected. Risks can arise from the operations of the
newly acquired company that Fresenius regarded as
insignificant or was unaware of. An acquisition may
also prove to be less beneficial than initially ex-
pected. Future acquisitions may be a strain on the
finances and management of our business. Moreover,
as a consequence of an acquisition, Fresenius may
become directly or indirectly liable towards third
parties, or claims against third parties may turn out
to be non-assertable.

We counter risks from acquisitions through detailed
integration roadmaps and strict integration and pro-

ject management, so that countermeasures can be
initiated in good time if there are deviations from the
expected development.

Information technology risks

The Company’s processes are growing ever more
complex as a result of the Fresenius Group’s steady
growth and increasing internationalization. Corre-
spondingly, the dependence on information and
communication technologies, and on the systems
used to structure procedures and - increasingly -
harmonize them internationally, intensifies. A failure
of these systems could temporarily lead to an inter-
ruption of other parts of our business and thus cause
serious damage. Fresenius counters these risks with
various security measures, controls, and audits. In
addition, we counter these risks with constant in-
vestment in hardware and software, as well as by
improving our system know-how. Potential risks are
covered by a detailed contingency plan, which is
regularly improved and tested. Redundant systems
are maintained for all key systems, such as IT sys-
tems or communications infrastructure.

The loss of sensitive data or the non-compliance
with data protection laws, regulations, and
standards could damage our competitive position,
our reputation, and the entire company. Moreover,
significant penalties could be imposed against Frese-
nius or one of its subsidiaries in case of a data pro-
tection breach. To comply with all legal requirements,
we have implemented comprehensive data protection
management systems, which provide the appropriate
technical and organizational measures and controls
for the protection of personal data. Fresenius
SE & Co. KGaA and all business segments maintain
data protection organizations, including a data pro-
tection officer, based on their corporate structure.
Data protection guidelines describe the binding re-
quirements for data protection and data handling in
all business segments.

In addition, the increased integration of IT systems
and the use of new technologies such as cloud com-
puting within our business processes means that
cyberattacks could penetrate our internal and ex-
ternal systems, and attackers could cause damage or
gain sensitive information. The existing IT security
architecture, with various security measures at differ-
ent levels, protects the systems in our data centers.
Access to sensitive or critical data from outside the
protected data center network is prevented by the
use of secure protocols and cryptographic measures.
In addition, annual penetration tests are carried out
for applications with critical data (for example, pa-
tient or personnel data).

A comprehensive access protection system, for ex-
ample procedures to assign and monitor authoriza-
tions and password guidelines, is in place to minimize
organizational risks, such as tampering or unauthor-
ized access. In addition, there are company guide-
lines regulating the granting of access authorization,
and compliance with these rules is monitored. We
also conduct operation- and security-related audits.

Fresenius implemented a Cyber Emergency Response
Team to defend cyber attacks and to detect risks and
threats at an early stage as well as to mitigate or
minimize potential resulting damages.

Compliance and legal risks

Compliance Risks

Fresenius is subject to comprehensive government
regulation and control in nearly all countries. In addi-
tion, Fresenius must comply with general rules of
law, which differ from country to country. There
could be far-reaching legal repercussions or reputa-
tion damage should Fresenius fail to comply with
these laws or regulations.
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We must comply with these rules and regulations,
which particularly monitor the safety and effective-
ness of our medical products and services. Corruption
is a core risk area across all business segments.
Antitrust law, data protection, money laundering,
sanctions, and human rights are further significant
risk areas. Therefore, it is of special importance to us
that our compliance programs and guidelines are
adhered to. Through compliance, we aim to meet our
own expectations and those of our partners, and to
orient our business activities to generally accepted
standards and local laws and regulations.

At Fresenius, we have implemented worldwide risk-
oriented Compliance Management Systems.
These systems take into account the respective mar-
kets in which Fresenius operates. They are tailored to
the specific requirements of each business segment.
Furthermore, we at Fresenius assess compliance risks
using a standardized methodology.

Each business segment has appointed a Chief Com-
pliance Officer to oversee the development, imple-
mentation, and monitoring of the relevant business
segment’s Compliance Management System. In line
with their organizational and business structure, the
business segments have established compliance
responsibilities at the respective organizational lev-
els. The Corporate Compliance department of Frese-
nius SE & Co. KGaA supports the compliance officers
in each business segment with standardized tools,
processes, and methods, and reports to the Chief
Legal and Compliance Officer, and Labor Relations
Director of Fresenius SE & Co. KGaA .

Our compliance programs set binding rules of con-
duct for our employees. We believe that we have
taken adequate measures to ensure that national and
international rules are observed and complied with.
Despite our comprehensive Compliance Program we
cannot fully exclude any misconduct of individual
employees or business partners that might cause
damage to the company.

Legal risks

Risks that arise from legal disputes or administra-
tive proceedings are continually identified, analyzed,
and communicated within the Company. Companies
in the health care industry are regularly exposed to
actions for breach of their duties of due care, product
liability, breach of warranty obligations, patent in-
fringements, treatment errors, and other claims. This
can result in high claims for damages and substantial
costs for legal defense, regardless of whether a claim
for damages is actually justified. This is especially
true for legal disputes in the USA where costs for
legal defense and claims for damages can be excep-
tionally high. Legal actions can also result in an ina-
bility to insure risks of this type at acceptable terms
in the future. Products from the health care industry
can also be subject to recall actions, which could
have a negative effect on our reputation, the financial
position, and results of operations.

The Fresenius Group is routinely involved in various
legal disputes or administrative proceedings arising in
the ordinary course of its business. However, alt-
hough the outcome cannot be predicted, we currently
do not expect any material adverse effect on our net
assets, financial position, and results of operations
from the legal matters currently pending.

Other risks

Our international orientation also gives rise to the
following risks, which could have an adverse effect on
our business and thus on our financial position, and
operational results:

e Political, social, or economic instability, especially in
developing and emerging countries;

e Civil unrest, armed conflict, or outbreaks of dis-
ease; e.g. pandemics, for instance caused by the
Corona virus;

e Natural disasters, terrorist attacks, and other un-
foreseen events;

e Different labor law conditions and difficulties in
meeting the global demand for qualified personnel;

e Different and less stable regulations protecting
intellectual property;

e Delays in the transport and delivery of our prod-
ucts.

Risks involving management and control systems,
were, based on our established risk management and
controlling processes, not considered to be
significant.

Assessment of overall risk

The basis for evaluating overall risk is the risk man-
agement employed by Fresenius, which is regularly
audited by management. Potential risks for Fresenius
include factors beyond our direct control. These also
include the macroeconomic development, which we
constantly monitor. They also include factors imme-
diately within our control, such as operating risks,
which we anticipate and to which we react with ap-
propriate measures, as required. There are currently
no recognizable risks regarding future performance
that appear to present a long-term and material
threat to the Fresenius Group’s net assets, financial
position, and results of operations. We have created
organizational structures that provide all the con-
ditions needed to rapidly alert us to possible risk
situations and to be able to take suitable counter-
measures.
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Risks affecting the one-year forecast period

The chart opposite shows the significant risks that
could lead to deviations from the expected business
performance within the one-year forecast period.
Compared with last year, the risk of pandemics was
incorporated due to the latest developments regard-
ing the Corona virus. Furthermore, the probability for
IT risks was increased from low to medium because
of an increasing number of cyber attacks. In addition,
the probability of risks regarding the quality of our
products and services has been decreased from me-
dium to low based on the investments and measures
taken to enhance quality assurance. Moreover, risks
related to Compliance are shown separately that
have been included in Litigation so far. Due to con-
stantly increasing regulatory requirements and tight-
ening penalties, the potential impact of Compliance
risks was increased to medium. Apart from that, no
changes have occurred in the classification and the
potential effects of risks. Within the regulatory envi-
ronment, due to possible initiatives by the U.S. ad-
ministration, we are exposed to risks relating to
changes to the existing health care programs. In
relation to reimbursement rates, possible changes to
patient structures in the United States increase the
risk in relation to reimbursements by private health
insurance schemes.

In classifying risk, qualitative assessments are ap-
plied first, followed by quantitative factors. The
scales for the classification of potential impact and
probabilities are shown in the following two figures:

Bad Homburg v.d.H., February 19, 2020

Effects on our medium term goal

Fundamentally, all the risk areas and risks listed in
the risk report could lead to our failing to achieve our
medium-term goal. We believe the following will be
particularly important for this:

e Risks relating to the quality, safety and effective-
ness of our products and services (Operating risks
see page 22),

e Risks arising from the financing of health systems
and potential changes in reimbursement systems
(Risks in the healthcare sector see page 20),

Risks arising from the regulatory environment and
compliance with laws and regulations (Overall eco-
nomic risks and risks due to the operating frame-
worksee page 20).
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COMPENSATION REPORT

The compensation report summarizes the main elements of the
compensation system for the members of the Management
Board of Fresenius Management SE as the general partner of
Fresenius SE & Co. KGaA, and in this regard notably explains
the amounts and structure of the compensation paid to the
Management Board as well as the principles for determining
the compensation of the Supervisory Board and the amounts
of the compensation. The compensation report is part of the
Management Report of the annual financial statements and
the annual consolidated financial statements of Fresenius SE&
Co. KGaA. The compensation report is prepared on the basis
of the recommendations of the German Corporate Governance
Code dated February 7, 2017 as well as under consider-
ation of the declaration of conformity of Fresenius SE & Co.
KGaA of December 2019, and also includes the disclosures
as required pursuant to the applicable statutory regula-
tions, notably in accordance with the German Commercial
Code.

COMPENSATION OF THE MANAGEMENT BOARD
The Supervisory Board of Fresenius Management SE is
responsible for determining the compensation of the Man-
agement Board. The Supervisory Board is assisted in this
task by a personnel committee which is also responsible for
the tasks of a compensation committee. The personnel
committee of Fresenius Management SE was composed of
Dr. Gerd Krick, Dr. Dieter Schenk, and Dr. Karl Schneider.

The Annual General Meeting of Fresenius SE & Co. KGaA
approved the compensation system for the members of the
Management Board of the general partner on May 18, 2018
with an approval rate of approximately 63%. The next
Annual General Meeting vote on the compensation system is
planned for the Annual General Meeting in 2021.

The objective of the compensation system is to enable the
members of the Management Board to participate reason-
ably in the sustainable development of the company'’s business
and to reward them based on their duties and performance
as well as their successes in managing the company’s eco-
nomic and financial position, giving due regard to the peer
environment.

COMPENSATION ELEMENTS

Non-performance-based
compensation

Fixed compensation

Fringe benefits

Performance-based Short-term

compensation

Long-term

Bonus
Postponed payment of the bonus

Long Term Incentive Plan 2018

The compensation of the Management Board is, as a whole,
performance-based and geared towards promoting sustain-
able corporate development. It is composed of three ele-
ments:

» Non-performance-based compensation (fixed compensa-
tion and fringe benefits)

» Short-term performance-based compensation (one-year
variable compensation (bonus))

» Components with long-term incentive effects (multi-year
variable compensation comprising performance shares),
and postponed payments of the one-year variable compen-
sation/of the bonus)

In addition, there are pension commitments for the members
of the Management Board.

The design of the individual elements is based on the
following criteria:
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PERFORMANCE-BASED COMPENSATION

Short-term Bonus

Long-term Postponed payments

of the bonus

> Annual cash payment after the end of the fiscal year
» Depending on the achievement of certain target parameters based on the net income attributable to
Fresenius SE & Co. KGaA or the relevant business segments

> The maturity of the one-year variable compensation can be postponed by two years.

> Payment only if (i) no subsequent adjustment is made to the relevant consolidated net income outside a tolerance
range and (ii) the consolidated net income in the two relevant years is not significantly lower than the consolidated

net income in the respective preceding years.

LTIP 2018

> Performance Share Plan with a vesting period of four years and cash payment

> Two performance targets: growth rate of adjusted net income and relative total shareholder return based on the
STOXX Europe 600 Health Care Index

> Overall target achievement: 0 - 200%

The fixed compensation was generally paid in monthly install-
ments in the fiscal year 2019. Mr. Rice Powell was paid a
part of his fixed compensation from Fresenius Medical Care
North America in 24 installments. Moreover, the members

of the Management Board received fringe benefits. These con-
sisted mainly of insurance premiums, the private use of a
company car, special payments such as rent supplements and
reimbursement of certain other charges, tuition fees, and
costs for the operation of intrusion detection systems, as well
as contributions to pension and health insurance.

The performance-based compensation will be granted for
the fiscal year 2019 as a short-term cash component (one-
year variable compensation) and as compensation components
with long-term incentive effects (performance shares and
postponed payments of the one-year variable compensation).

In the fiscal year 2019, in accordance with his agreement
with the Supervisory Board of Fresenius Management SE,
Mr. Stephan Sturm has acquired shares of the company in the
value of the net amount of his one-year variable compensa-
tion for the fiscal year 2018 and will hold them for at least
three years. Thereby, the orientation of his compensation
towards sustainable corporate development was enhanced
voluntarily.

In order to appropriately take into account the business
development of Fresenius Medical Care during the fiscal
year 2018, in the fiscal year 2019, Mr. Rice Powell acquired
shares in Fresenius Medical Care AG & Co. KGaA for a portion
of his bonus for the fiscal year 2018 and will hold them for at
least three years, pursuant to his commitment.

The amount of the one-year variable compensation in each
case is dependent on certain target parameters oriented on
the net income attributable to Fresenius SE & Co. KGaA
and/or to the relevant business segments being achieved. In
the case of the members of the Management Board with
functional responsibility for the entire Group — such members
being Mr. Stephan Sturm, Ms. Rachel Empey, and Dr.Jirgen
GOtz — the amount of the one-year variable compensation is
based in its entirety on the respective net income attributable
to Fresenius SE & Co. KGaA (after deduction of noncontrolling
interest). For Mr. Mats Henriksson and Dr. Francesco De Meo,
approximately half of the amount of the one-year variable
compensation depends on the development of the net income
attributable to Fresenius SE & Co. KGaA and for the remainder
on the development of the net income of the business seg-
ment (in each case after deduction of noncontrolling interest)
for which the respective member of the Management Board is
responsible. Approximately half of the amount of the one-
year variable compensation of Dr. Ernst Wastler is oriented on
the net income attributable to Fresenius SE & Co. KGaA (after
deduction of noncontrolling interest), as well as on the net
income before tax and extraordinary income/expenditures of
the VAMED Group. Mr. Rice Powell receives his compensation
exclusively from Fresenius Medical Care.

The service agreements with Fresenius Management SE
do not provide for a discretionary bonus.
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For the fiscal years 2019 and 2018, the amount of cash payment to the Management Board of the general partner of

Fresenius SE & Co. KGaA consisted of the following:

Non-performance-based
compensation

Short-term
performance-based
compensation

Cash compensation
(without long-term
incentive components)

Fixed compensation Fringe benefits? Bonus
€ in thousands 2019 2018 2019 2018 2019 2019 2018
Stephan Sturm 1,100 1,100 102 1,866 3,021 3,070

Dr. Ernst Wastler 550 525

Total 5,390 5,275

776 776 9,302 9,709 15,468 15,760

" Mr. Rice Powell received his compensation only from Fresenius Medical Care, of which Fresenius SE & Co. KGaA held around 31.64% of the total subscribed capital.
As a member of the Management Board of Fresenius Management SE, his compensation has to be included in the compensation report of the Fresenius Group.
2 Includes insurance premiums, private use of a company car, contributions to pension and health insurance, as well as other benefits.
As compensation for long-term incentives from her former employer that were forfeited due to her change to Fresenius, Ms. Rachel Empey receives a fixed, additional special payment of

€166,667 for each full year of service, limited to three such payments.

3 In the fiscal year 2019, in accordance with his agreement with the Supervisory Board of Fresenius Management SE, Mr. Stephan Sturm has acquired shares of the company in the value of the net
amount of his one-year variable compensation for the fiscal year 2018 and will hold them for at least three years. Thereby, the orientation of his compensation towards sustainable corporate

development was enhanced voluntarily.

“In order to appropriately take into account the business development of Fresenius Medical Care during the fiscal year 2018, in the fiscal year 2019, Mr. Rice Powell acquired shares in Fresenius
Medical Care AG & Co. KGaA for a portion of his bonus for the fiscal year 2018 and will hold them for at least three years, pursuant to his commitment.

In the fiscal year 2019, the one-year variable compensation,
excluding the payment to Mr. Rice Powell, amounted to €7,332
thousand. This equals 98% of the total one-year variable
compensation. The remaining part in an amount of €172 thou-
sand was converted into a component based on a multi-year
assessment and the payment was postponed by two years.
To ensure that the overall system of compensation of the
members of the Management Board is oriented towards long-
term and sustained corporate development, the compensation

system provides that the share of long-term variable com-
pensation components is at least equal in its amount to half
of the total variable compensation components granted to
the respective member of the Management Board. As a means
of ensuring this minimum ratio in favor of the compensation
components oriented towards the long term, it is expressly
provided that the Supervisory Board may determine that the
one-year variable compensation to be paid as a rule annually is
converted (pro rata) into a variable compensation component
based on a multi-year assessment, in order to also take account
of any negative developments within the performance period.

This is done in such a way that the maturity of the yearly one-
year variable compensation earned on a variable basis is
postponed at the discretion of the Supervisory Board, either
on a pro rata basis or in its entirety, by two years. At the
same time, it is ensured that any payment is made to the
member of the Management Board after expiration of such
multi-year period only if (i) no subsequent adjustment of
the net income (adjusted for extraordinary effects) attributable
to Fresenius SE & Co. KGaA (after deduction of noncontrolling
interest) decisive for assessing the one-year variable compen-
sation beyond an amount equal to a tolerance range of 10%

is made, and (ii) the amount of net income attributable to
Fresenius SE & Co. KGaA (adjusted for extraordinary effects)
in the two relevant subsequent years is not substantially less
than the net income attributable to Fresenius SE & Co. KGaA
(adjusted for extraordinary effects, after deduction of
noncontrolling interest) of the respective preceding fiscal
years. In the event of the aforementioned conditions for pay-
ment being missed only to a minor and/or partial extent, the
Supervisory Board may resolve on a corresponding pro rata
payment of the converted portion of the one-year variable
compensation. No interest is payable on the converted one-
year variable compensation claim from the time when it first
arises until the time of its effective payment. In this way, the
one-year variable compensation can be converted pro rata
or in its entirety into a genuine variable compensation com-
ponent on a multi-year assessment basis, which also partici-
pates in any negative developments during the relevant per-
formance period.
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In the fiscal year 2019, as a further component with long-
term incentive effect, the Management Board members were
granted performance shares under the Fresenius SE&
Co.KGaA Long Term Incentive Plan 2018 (LTIP 2018). Mr. Rice
Powell was granted performance shares under the Fresenius
Medical Care Management Board Long-Term Incentive Plan
2019 (MB LTIP 2019) of Fresenius Medical Care AG & Co.
KGaA. Based on the LTIP 2018, both members of the Manage-
ment Board and other executives were granted performance
shares. In accordance with the division of powers under
stock corporation law, grants to members of the Manage-
ment Board were made by the Supervisory Board of
Fresenius Management SE, and grants to other executives
were made by the Management Board. The number of per-
formance shares for Management Board members to be
granted was determined by the Supervisory Board at the
Supervisory Board’s own due discretion, provided that gener-
ally all Management Board members received the same
amount of performance shares, with the exception of the Chair-
man of the Management Board, who received approximately
double the respective amount of performance shares.

The vesting of the performance shares granted under
the LTIP 2018 is subject to several conditions, such as the
expiration of a four-year performance period, the absence of
a compliance violation, the achievement or exceeding of two
performance targets and the continuation of the service or
employment relationship. The number of performance shares

GROWTH RATE OF
ADJUSTED GROUP NET INCOME
ADJUSTED FOR CURRENCY EFFECTS

Target achievement Limit:
20%

200%

180%

160%

140%

120%
Target value:
8%

100%
80%
60%
40%

20% Threshold:
5%

0%
0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

Growth rate of adjusted Group net income adjusted for currency effects

may change over a period of four years, depending on the
level of achievement of the performance targets. This could
entail the entire loss of all performance shares or also — at
maximum — the doubling of their number.

The LTIP 2018 has two equally weighted performance
targets: firstly, the growth rate of the adjusted net income
(adjusted for currency effects) and, secondly, the relative Total
Shareholder Return based on the STOXX Europe 600 Health
Care Index. Disbursement entitilement requires that at least one
of the two performance targets must be reached or surpassed
over the four-year performance period.

For the performance target “Net Income Growth Rate”,

a level of target achievement of 100% is reached when the
same is at least 8% p. a. over the four-year performance

period. If the growth rate falls below or corresponds to only
5% p.a., the level of target achievement is 0%. If the growth
rate is between 5% p.a. and 8% p. a., the level of target
achievement is between 0% and 100%, while, where the
growth rate is between 8% p.a. and 20% p. a., the level of
target achievement will be between 100% and 200%. Inter-
mediate values are calculated through linear interpolation.
The adjacent table shows the degree of target achievement
between the threshold of 5% p.a. and the limit of 20% p.a.

For the “Total Shareholder Return” performance target, a
target achievement of 100% is met when the Total Share-
holder Return of Fresenius SE & Co. KGaA in comparison with
the Total Shareholder Return of the other companies of the
STOXX Europe 600 Health Care Index achieves an average
ranking within the benchmark companies, i. e., exactly in
the middle (50" percentile), over the four-year performance
period. If the ranking corresponds to the 25" percentile or
less, the level of target achievement is 0%. Where the ranking
is between the 25" percentile and the 50" percentile, the
level of target achievement is between 0% and 100%; and,
for a ranking between the 50" percentile and the 75" per-
centile, between 100% and 200%. Intermediate values will
also be calculated through linear interpolation.
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The degree of target achievement between the threshold at
the 25" percentile and the limit at the 75" percentile is pre-
sented in the following table.

RELATIVE TOTAL SHAREHOLDER RETURN
(STOXX EUROPE 600 HEALTH CARE)

Target achievement Limit:
75" percentile

200%

180%

160%

140%

120% Target value:
linear increase,
i. e, 50" percentile

100%
80%
60%
40%

20% Threshold:
25 percentile

0%

0% 25% 50% 75% 100%

rTSR

Total Shareholder Return denotes the percentage change in
the stock market price within the performance period includ-
ing reinvested dividends and all capital measures, whereby
capital measures are to be calculated through rounding down
to the fourth decimal place.

To calculate the level of overall target achievement, the
level of target achievement of the two performance targets
are given equal weighting. The total number of performance
shares vested on each plan participant is calculated through

multiplying the number of performance shares granted by the
overall target achievement. Four years after the grant, the
vested performance shares will be paid out in cash. The num-
ber of vested performance shares is then multiplied by the
average stock exchange price of Fresenius SE & Co. KGaA's
share over a period of 60 stock exchange trading days prior
to the lapse of this vesting period plus the total of the divi-
dends per share of Fresenius SE & Co. KGaA paid by Fresenius
SE & Co. KGaA between the grant date and the vesting date.
The possible disbursement entitlement of a Management Board
member is limited to a maximum of 250% of the grant value
(cap).

In the event of violation of compliance rules, the Supervi-
sory Board, in due exercise of its discretion, is entitled to
reduce the number of performance shares vested on a member
of the Management Board to zero. Furthermore, Fresenius
SE & Co. KGaA is entitled to a complete or partial reimburse-
ment in the event of violation of compliance rules in the
period of three years following disbursement.

If a member of the Management Board leaves the com-
pany, the performance shares are forfeited as a matter of
principle.

Until the end of the fiscal year 2017, benefits under LTIP
2013 of Fresenius SE & Co. KGaA were granted as another
component with long-term incentive effect, which resulted in
an inflow in the 2019 fiscal year and may result in an inflow
in the future. The benefits consisted, on the one hand, of
share-based compensation with cash settlement (phantom
stocks) and on the other hand of stock options on the basis
of the Stock Option Plan 2013 of Fresenius SE & Co. KGaA.
Based on the LTIP 2013, both members of the Management
Board and other executives were granted stock options and
phantom stocks. In accordance with the division of powers

under stock corporation law, grants to members of the Man-
agement Board were made by the Supervisory Board of
Fresenius Management SE, and grants to other executives
were made by the Management Board. The number of stock
options and phantom stocks for Management Board mem-
bers to be granted was determined by the Supervisory Board
at the Supervisory Board’s own due discretion, provided that
generally all Management Board members received the same
amount of stock options and phantom stocks, with the excep-
tion of the Chairman of the Management Board, who received
double the respective amount of stock options and phantom
stocks. At the time of the grant, the participants in LTIP 2013
had the right to elect whether they wished to receive stock
options and phantom stocks in a ratio of 75:25, or in a ratio
of 50:50.

Exercise of the stock options and the phantom stocks
granted under LTIP 2013 of Fresenius SE & Co. KGaA is sub-
ject to several conditions, such as expiry of a four-year
waiting period, observance of blackout periods, achievement
of the specified performance target, and continuance of the
service or employment relationship. The vested stock options
can be exercised within a period of four years. The vested
phantom stocks are settled on March 1 of the year following
the end of the waiting period.

The amount of the cash settlement pursuant to the Phan-
tom Stock Plan 2013 is based on the volume-weighted aver-
age market price of the share of Fresenius SE & Co. KGaA
during the three months preceding the exercise date.

The respective performance target has been reached if
the adjusted consolidated net income of the company (net
income attributable to the shareholders of the company) has
increased by a minimum of 8% per year in comparison to
the previous year within the waiting period, after adjustment
for foreign currency effects. The performance target has
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also been achieved if the average annual growth rate of the
adjusted consolidated net income of the company during the
four-year waiting period is at least 8%, adjusted for foreign
currency effects. If, with respect to one or more of the four ref-
erence periods within the waiting period, neither the adjusted
consolidated net income of the company has increased by a
minimum of 8% per year in comparison to the previous year,
after adjustment for foreign currency effects, nor the average
annual growth rate of the adjusted consolidated net income
of the company during the four-year waiting period is at least
8%, adjusted for foreign currency effects, the respective
granted stock options and phantom stocks are forfeited on a
pro-rata basis according to the proportion of the performance
target that has not been achieved within the waiting period,
i.e., by one fourth, by two fourths, by three fourths, or com-
pletely. If a member of the Management Board leaves the com-
pany, the stock options and phantom stocks are forfeited as
a matter of principle.

LONG-TERM INCENTIVE COMPONENTS

Performance shares’

The principles of the LTIP 2018 and the LTIP 2013 of
Fresenius SE & Co. KGaA and of the MB LTIP 2019 of
Fresenius Medical Care AG & Co. KGaA are described in more
detail in note 35 of the notes of the Fresenius Group, Share-
based compensation plans.

Furthermore, through fiscal year 2017, the members of
the Management Board, with the exception of Ms. Rachel
Empey and Mr. Rice Powell, were granted an entitlement to
further share-based compensation with cash settlement
(further phantom stocks) in the equivalent value of €100
thousand per Management Board member. With regard to
the performance target and waiting period, the same condi-
tions that pertain to the phantom stocks granted under LTIP
2013 apply to them.

For the fiscal years 2019 and 2018, the value of perfor-
mance shares issued and the value of the postponed perfor-
mance-based compensation, is shown in the following table.

Postponed
payment of the
one-year variable compen-

sation Total

Value, € in thousands

Value, € in thousands Value, € in thousands

2019 2018 2019 2018 2019 2018
Stephan Sturm 2,500 2,500 0 0 2,500 2,500
o By 1'300 ............ ] 300 ................. o e 1’403 ............ 1415
RacheIEmpey 1’300 ............ oo I - 5 . 1’300 ............ : 300
DrJurgen Con 1300 ............ 500 I - & . 1300 ............ ] 300
Mte B 1300 ............ oo I . e 1369 ............ 1356
B 2,232 i R - — & . 2'232 R 2391
O Ermet Wasiiar 1’300 ............ ] 300 ..................... - [ & . 1’300 ............ ] 300
Total 11,232 11,391 172 171 11,404 11,562

" The amounts comprise all performance shares including performance shares and share based awards of Fresenius Medical Care AG & Co. KGaA that were granted in 2019 and 2018.

The stated values for the year 2019 correspond to the fair value
of the performance shares at the time of grant, namely a
value of €45.36 per performance share of Fresenius SE &
Co. KGaA and a value of USS$ 69.71 per performance share of
Fresenius Medical Care AG & Co. KGaA (2018: €67.45 per per-
formance share of Fresenius SE & Co. KGaA and US$94.11 per
performance share of Fresenius Medical Care AG & Co. KGaA).
At the end of the fiscal year 2019, the members of the
Management Board held a total of 331,849 performance
shares (2018: 133,434) and 138,385 phantom stocks (2018:
211,302) of Fresenius SE & Co. KGaA and 92,700 perfor-
mance shares (2018: 55,463) and 10,596 phantom stocks
(2018: 15,586) of Fresenius Medical Care AG & Co. KGaA.
Furthermore, they held a total of 1,434,375 stock options
(2018: 1,519,515) of Fresenius SE & Co. KGaA as well as
256,781 stock options (2018: 256,781) of Fresenius Medical
Care AG & Co. KGaA.
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The development and the status of the stock options of the Management Board in the fiscal year 2019 are shown in the following table:

Stephan  Dr. Francesco Rachel Dr.Jlrgen Mats Rice Dr. Ernst
Sturm De Meo Empey Gotz Henriksson Powell" Wastler Total?

Options outstanding on January 1, 2019

Average exercise price in € 54.52

Options exercised during the fiscal year

Average stock price in € 48.07

Options outstanding on December 31, 2019

Range of 33.10 36.92 33.10 33.10 49.76 33.10 33.10
exercise prices in € to 74.77 to 74.77 64.69 to 74.77 to 74.77 t0 76.99 to 74.77 to 74.77
Exercisable options on December 31, 2019
L ; 35000 ....... 112500 .................. o ; 35000 ....... ; 35000 . 256781 ........ ; 35000 ...... 652,500 |
B AverageexerC|sepr|ce|n€ U Cyqe e T e e

" Mr. Rice Powell holds stock options under the Fresenius Medical Care Stock Option Plan 2011.
2 Only stock options of Fresenius SE & Co. KGaA, excluding stock options of Mr. Rice Powell

The following table shows the total compensation of the Management Board of the general partner of Fresenius SE & Co. KGaA for the years 2019 and 2018:

Cash compensation Total compensation
(without long-term Long-term (including long-term
incentive components) incentive components incentive components)
€ in thousands 2019 2018 2019 2018 2019 2018
Stephan Sturm 3,021 3,070 2,500 2,500 5,521 5,570

Dr. Ernst Wastler 1,558 1,532 1,300 1,300 2,858 2,832 .
Total 15,468 15,760 11,404 11,562 26,872 27,322
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The entitlement to cash payment of a share-based compen-
sation (performance shares and phantom stocks) only arises
after the expiry of a four-year vesting period, just as stock
options can only be exercised after a vesting period of four

EXPENSES FOR LONG-TERM INCENTIVE COMPONENTS

Performance shares/
Phantom stocks

years. Their value is recognized over the vesting period as
expense in the respective fiscal year. The expenses attribut-
able to the fiscal years 2019 and 2018 are stated in the fol-
lowing table.

Total expenses for

Stock options share-based compensation

€ in thousands 2019 2018 2019 2018 2019 2018
Stephan Sturm 913 909 1,033 1,822 987
B o L 2 1185 .................... o5
o Empey B o R o= - [ oy
o i rgen gy - — - R - - [ a1 1,218 .................... s
e - —— REVM . 2o I 1195 .................... i
i 25881 e R - [ o 2915 ................. 1050 .
B p e - Rl . [ a1 1,218 .................... o
Total 6,306 3,545 4,528 9,851 4,456

" Includes expenses for performance shares and share based awards of Fresenius Medical Care AG & Co. KGaA

The short-term performance-based compensation is limited
in its amount. As regards stock options and phantom stocks,
there are contractually agreed limitation possibilities. This
makes it possible to adequately take account in particular of
those extraordinary developments that are not in any relevant
proportion to the performance of the Management Board.
With regard to the compensation granted to the members
of the Management Board starting fiscal year 2018, the ser-
vice agreements with Fresenius Management SE provide for
a cap regarding both every single variable compensation
amount and overall compensation. Furthermore, they include

an allocation cap in the amount of €6,000 thousand for

Ms. Rachel Empey, Dr. Francesco De Meo, Dr.Jirgen Gotz,
Mr. Mats Henriksson, and Dr. Ernst Wastler and €9,000 thou-
sand for Mr. Stephan Sturm.

Under the compensation system, the amount of the fixed
and the total compensation of the members of the Manage-
ment Board was, and will be, assessed giving particular regard
to the relevant comparison values of other DAX companies
and similar companies of comparable size and performance
from the relevant industrial sector.

COMMITMENTS TO MEMBERS OF THE
MANAGEMENT BOARD IN THE EVENT OF THE
TERMINATION OF THEIR APPOINTMENT

There are individual contractual pension commitments

for the Management Board members Mr. Stephan Sturm,
Dr. Francesco De Meo, and Dr. Jirgen Gotz based on their
service agreements with the general partner of Fresenius SE &
Co. KGaA. The Management Board member Dr. Ernst Wastler
has a pension commitment from VAMED AG, Vienna;
Fresenius SE & Co. KGaA has issued a guarantee for the com-
mitments thereunder. The Management Board member

Mr. Mats Henriksson has an individual contractual pension
commitment from Fresenius Kabi AG. The Management
Board member Mr. Rice Powell has received an individual con-
tractual pension commitment from Fresenius Medical Care
Management AG. Furthermore, he has acquired non-forfeit-
able entitlements from participating in pension plans for
employees of Fresenius Medical Care North America, and
during the fiscal year 2019, he participated in the U.S.-based
401(k) Savings Plan. This plan generally enables employees
in the United States to invest part of their gross income into
retirement plans. The Management Board member Ms. Rachel
Empey does not have a pension commitment. With regard

to the pension commitments for acting Management Board
members as of December 31, the Fresenius Group had pen-
sion obligations of €46,870 thousand as of December 31,
2019 (2018: €36,882 thousand). The additions to pension lia-
bility in the fiscal year 2019 amounted to €9,988 thousand
(2018: €4,940 thousand).
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The pension commitments are as follows:

€ in thousands

As of As of
January 1, 2019 Additions December 31, 2019

Stephan Sturm

e
Rachel Empey

urgen Go

Rice Powell

Henriksson

Total

Each of the pension commitments provides for a pension and
survivor benefit, depending on the amount of the most recent
fixed compensation, from the 63rd year of life (or 65th year
for Mr. Rice Powell), or, in the case of termination because of
professional or occupational incapacity, from the time of end-
ing active work. In deviation from this, Mr. Rice Powell has
this entitlement already upon reaching the age of 63 if he
has been a member of the Management Board of Fresenius
Medical Care Management AG for at least ten years at the time
of his final retirement from active employment; in this case,
the benefits are reduced by 0.5% per calendar month that he
leaves active employment before reaching the age of 65.

The pension’s starting percentage of 30% of the last fixed
compensation increases with every full year of service as a
Management Board member by 1.5 percentage points, 45%
being the attainable maximum.

Current pensions increase according to legal requirements
(Section 16 of the German law to improve company pension
plans, BetrAVG).

30% of the gross amount of any post-retirement income
from an occupation of the Management Board member is
offset against the pension for professional or occupational
incapacity.

In the event of the death of one of the Management Board
members, the widow receives a pension equivalent to 60%
of the pension entitlement accruing at the time of death. In
addition, biological children of the deceased Management
Board member and/or, in individual cases, biological children
of the deceased Management Board member’s wife who
were adopted by the deceased Management Board member
as children, receive an orphan’s pension equivalent to 20%

of the pension entitlement accruing at the time of death until
completion of their vocational training, but at the most until
the age of 25 years. However, all surviving dependents’ pen-
sions are capped at an aggregate 90% of the Management
Board member’s pension entitlement.

If a Management Board member’s service as a member
of the Management Board of Fresenius Management SE (or
Mr. Rice Powell as a member of the Management Board of
Fresenius Medical Care Management AG) ends before the age
of 63 years (or 65 years for Mr. Rice Powell) for reasons other
than professional or occupational incapacity, the rights to the
said pension benefits vest, but the pension payable upon the

occurrence of a pensionable event is reduced pro rata accord-
ing to the actual length of service as a Management Board
member compared to the potential length of service until the
age of 63 years (or 65 years for Mr. Rice Powell).

The pension commitment for Dr. Ernst Wastler provides
for a normal pension, an early retirement pension, a profes-
sional incapacity pension, and a widow’s and orphan’s pen-
sion. The normal pension is payable at the earliest at the age
of 60 years and the early retirement pension at the earliest
at the age of 55 years. The pension benefits are equivalent to
1.2% per year of service based on the last fixed compensa-
tion, with a cap of 40%. The widow’s pension (60%) and the
orphan’s pension (20% each) are capped in aggregate at
not more than Dr. Ernst Wastler’s pension entitlement at the
time of death. Pensions, retirement, and other benefits from
third parties are set off against the pension benefit if the
credited periods of service overlap.

The Management Board member Mr. Mats Henriksson
has solely a pension commitment from Fresenius Kabi AG
from the period of his previous service. This pension commit-
ment remained unaffected by the service agreement with
Fresenius Management SE, beginning on January 1, 2013.

It is based on the pension policy of the Fresenius companies,
and provides for retirement, incapacity, and survivors' pen-
sions. It does not set forth any deduction of other income or
pension benefits. The widow’s pension amounts to 60%

of the incapacity or retirement pension to be granted at the
time of death; the orphan’s pension amounts to 10%
(half-orphans) or 20% (orphans) of the incapacity or retire-
ment pension to be granted at the time of death. The total
entitlements of widows and orphans are limited to 100% of
Mr. Mats Henriksson’s pension entitlements.
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A post-employment non-competition covenant was agreed
upon for all Management Board members. If such a cove-
nant becomes applicable, the Management Board members
receive a waiting allowance that is generally equivalent to
half of the respective annual fixed compensation for each year
of respective application of the non-competition covenant,
up to a maximum of two years.

The service agreements of the Management Board mem-
bers do not contain any explicit provision for the event of a
change of control.

Payments in the event of premature termination of a
member’s services for the Management Board, including fringe
benefits, are limited to two years’ compensation, at maximum
no more than the compensation due for the remaining term of
the respective service agreement (severance payment cap).

No severance payments will be due in the event of termi-
nation of the service agreement for cause on grounds attrib-
utable to the relevant member of the Management Board.
The calculation of the severance payment cap is based on the
total compensation within the meaning of Section 285 (1)

No. 9a of the German Commercial Code (HGB) for the past
fiscal year as well as the anticipated total compensation for
the fiscal year in which the termination occurs (or for Mr. Rice
Powell on the non-performance-based compensation compo-
nents).

MISCELLANEOUS

All members of the Management Board have received individ-
ual contractual commitments for the continuation of their com-
pensation in the event of sickness for a maximum period of

12 months, provided that, after 6 months of sickness-related
absence, any insurance benefits that may be paid are to be
deducted from such continued compensation. In the event of
death of a member of the Management Board, the surviving
dependents will receive three monthly payments after the
month in which the death occurred, at maximum, however,
until the expiry of the respective employment agreement.

During the fiscal year 2019, no loans or advance pay-
ment on future compensation components were granted to
any member of the Management Board of Fresenius
Management SE.

Fresenius SE & Co. KGaA undertook to indemnify the Man-
agement Board members, to the legally permitted extent,
against any claims that may be asserted against them in the
course of their service for the company and its affiliated
Group companies to the extent that such claims exceed their
liability under German law. To cover such obligations, the
company purchased a directors & officers insurance, the
deductible complying with the requirements of stock corpo-
ration law. The indemnification covers the period during
which the respective member of the Management Board holds
office, as well as any claim in this regard after termination of
the service on the Management Board.

Based on pension commitments to former members of
the Management Board, €1,154 thousand were paid in the
fiscal year 2019 (2018: €1,101 thousand). The benefit obli-
gation for these persons amounted to €24,863 thousand
(2018: €22,319 thousand).

In the fiscal year 2019, €568 thousand (2018: €522 thou-
sand) were paid to Dr. Ben Lipps as a result of a consultancy
agreement entered into with Fresenius Medical Care Man-
agement AG. In 2019, an amendment to the agreement was

made which provides for a one-off payment of €1,129 thou-
sand for the remaining term of the agreement. This payment
was also made in the fiscal year. All payments for services to
be performed by him under the consulting agreement have
thus been made.

TABLES DISPLAYING THE VALUE OF BENEFITS
GRANTED AND ALLOCATIONS
The German Corporate Governance Code dated February 7,
2017 stipulates that specific information shall be presented
in the compensation report pertaining to the benefits
granted for the year under review as well as the allocations
and service costs in/for the year under review. The model
tables provided in the appendix of the German Corporate
Governance Code shall be used to present the information.
The following tables contain disclosures on both the value
of the benefits granted and on the allocations. They conform
to the structure and to the specification of the model tables.
The table displaying allocations additionally shows the alloca-
tion for the fiscal year, that is, without multi-year variable
compensation/ components with long-term incentive effect.
This illustrates clearly which allocation is to be attributed to
the activity in the respective year under review and which
allocation results from the compensation components that
were granted in the previous reporting year — or even several
years. Through differentiation, the comparability of the

respective development in compensation is also increased.
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Stephan Sturm Dr.Francesco De Meo Rachel Empey Dr. Jirgen Gotz
Chairman of the Management Board CEO Fresenius Helios Chief Financial Officer Chief Legal and Compliance Officer,
(since July 1, 2016) and Labor Relations Director
Board member since January 1, 2005 Board member since January 1, 2008 Board member since August 1, 2017  Board member since July 1, 2007
Benefits granted 2019 2019 2019 2019 2019 2019 2019 2019
Value € in thousands 2019 min. max. 2018 2019 min. max. 2018 2019 min. max. 2018 2019 min. max. 2018

Fixed compensation

Multi-year variable compensation/
onents with long-term i i

Thereof performance shares (LTIP 2018)

(five-year term) 2,500 0 6,250 2,500 1,300 0 3,250 1,300 1,300 0 3,250 1,300 1,300 0 3,250 1,300
Total non-performance-based and performance-based compensation 5,521 2,905 9,705 5,570 3,468 1,712 5,662 3,485 2,910 1,558 5,048 2,943 2,805 1,255 4,755 2,781
Gl e e P v o . S S e . I S S - . S S i
Value of benefits granted® 5989 3,373 10,173 6,025 3,804 2,048 5998 3,810 2910 1,558 5,048 2,943 3,066 1,506 5,006 3,015

Mats Henriksson Rice Powell Dr. Ernst Wastler
CEO Fresenius Kabi CEO Fresenius Medical Care CEO Fresenius Vamed

Board member since January 1, 2013 Board member since January 1, 2013 Board member since January 1, 2008

Benefits granted 2019 2019 2019 2019 2019 2019
Value € in thousands 2019 min. max. 2018 2019 min. max. 2018 2019 min. max. 2018
Fi compensation

.I.:‘rlnge benefits

Total non-performance-based compensation

Multi-year variable compensation/

components with long-term incentive effect 1,369 0 3,250 1,356 2,2324 0 n.a. 2,3904 1,300 0 3,250 1,300
Rovas Thereof postponed h 0 ne - ye ar v a r|ab| ecompensa tlon ............................................................................................... 69 ............. O ......... n a ............ 56 ......................................................................... 0 ............. 0 ......... n a .............. 0 .
....... Thereofperformanceshares D G RO - E I - E R
(five-year term) 1,300 0 3,250 1,300 1,300 0 3,250 1,300
Total non-performance-based and performance-based compensation 3,512 2,074 5,824 3,479 6,039 1,797 n.a. 5,951 2,858 1,276 4,826 2,832
Serwcecost ................................................................................................................................................................. 216 ......... 216 ......... 216 ......... 210 ......... 828 ......... 828 ......... 828 674 ......... 153 153 153 153
Value of benefits granted® 3,728 2,290 6,040 3,689 6,867 2,625 n.a. 6,625 3,011 1,429 4979 2,985

" For the one-year variable compensation, there are no target values or comparable values for Board members who receive their compensation from Fresenius Management SE. The one-year variable compensation is calculated on the basis of bonus curves that are valid for several years.
For this reason, the allocation from the one-year variable compensation is stated for the years 2019 and 2018.

2 In the fiscal year 2019, in accordance with his agreement with the Supervisory Board of Fresenius Management SE, Mr. Stephan Sturm has acquired shares of the company in the value of the net amount of his one-year variable compensation for the fiscal year 2018 and will hold them
for at least three years. Thereby, the orientation of his compensation towards sustainable corporate development was enhanced voluntarily.

3 In order to appropriately take into account the business development of Fresenius Medical Care during the fiscal year 2018, in the fiscal year 2019, Mr. Rice Powell acquired shares in Fresenius Medical Care AG & Co. KGaA for a portion of his bonus for the fiscal year 2018 and will hold
them for at least three years, pursuant to his commitment.

4 Mr. Rice Powell was granted share-based payments from the programs of Fresenius Medical Care as follows:
in 2019: €657 thousand from the Share Based Award — New Incentive Bonus Plan 2010 and €1,575 thousand from the Management Board Long-Term Incentive Plan 2019
in 2018: €977 thousand from the Share Based Award — New Incentive Bonus Plan 2010 and €1,413 thousand from the Long Term Incentive Program 2016 — Performance Share Plan 2016,

5 Furthermore, an allocation cap in the amount of €6,000 thousand for Ms. Rachel Empey, Dr. Francesco De Meo, Dr. Jiirgen Gotz, Mr. Mats Henriksson, and Dr. Ernst Wastler and €9,000 thousand for Mr. Stephan Sturm applies.
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Stephan Sturm Dr. Francesco De Meo Rachel Empey Dr. Jurgen Gotz Mats Henriksson Rice Powell Dr. Ernst Wastler
Chairman of the CEO Fresenius Helios Chief Financial Officer Chief Legal and CEO Fresenius Kabi CEO Fresenius Medical ~ CEO Fresenius Vamed
Management Board Compliance Officer, and Care
(since July 1, 2016) Labor Relations Director
Board member since Board member since Board member since Board member since Board member since Board member since Board member since
January 1, 2005 January 1, 2008 August 1, 2017 July 1, 2007 January 1, 2013 January 1, 2013 January 1, 2008
Allocations
Value € in thousands 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Fixed compensation 1,100 1,100 630 630 600 600 510 490 660 660 1,340 1,270 550 525
Fringe benefits 55 102 32 25 198 231 45 41 114 107 256 195 76 75

Total non-performance-based

Multi-year variable compensation/

components with long-term incentive effect 2,524 965 654 2,545 0 0 654 965 654 2,979 494" 2,777 654 965
Thereof postponed one-year
variable compensation 0 0 0 0 0 0 0 0 0 0 0 0

Thereof Stock Option Plan 2008
(five-year term)

Thereof Stock Option Plan 2013
(five-year term)

Thereof Phantom Stock Plan 2013
(five-year term)

Total non-performance-based and
performance-based compensation 5,545 4,035 2,719 4,615 1,610 1,643 2,159 2,446 2,797 5,102 4,060 6,618 2,212 2,497

Service cost 468 455 336 325 0 0 251 234 216 210 828 674 153 153
Allocation including multi-year variable

compensation/components with long-term

incentive effect 6,013 4,490 3,055 4,940 1,610 1,643 2,410 2,680 3,013 5,312 4,888 7,292 2,365 2,650
Allocation for the year under review

(not including multi-year variable

compensation/components with

long-term incentive effect) 3,489 3,525 2,401 2,395 1,610 1,643 1,756 1,715 2,359 2,333 4,394 4,515 1,711 1,685

Mr. Rice Powell had this allocation from the share-based compensation plans of Fresenius Medical Care:

in 2019: €150 thousand from the Share Based Award — New Incentive Bonus Plan 2010 issue 2015 and €344 thousand from the Long Term Incentive Program 2011 — Phantom Stock Plan 2011 issue 2014
in 2018: €131 thousand from the Share Based Award — New Incentive Bonus Plan 2010 issue 2014, €2,536 thousand from the Long Term Incentive Program 2011 - Stock Option Plan 2011 issue 2011,
and €110 thousand from the Long Term Incentive Program 2011 — Phantom Stock Plan 2011 issue 2013.
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COMPENSATION OF THE SUPERVISORY BOARD
The compensation of the Supervisory Board is determined
by the Annual General Meeting and is subject to the provi-
sions contained in Section 13 of the articles of association of
Fresenius SE & Co. KGaA.

Each member of the Supervisory Board shall receive an
amount of €150 thousand annually for each full fiscal year
as fixed compensation, payable after the end of the fiscal year.
In addition, each member of the Supervisory Board shall
receive variable success-oriented compensation for each full
fiscal year that is oriented on the respective average growth
rate of the net income attributable to shareholders of Fresenius
SE & Co. KGaA for the compensation year and the two preced-
ing fiscal years (three-year average growth of the net income
attributable to shareholders of Fresenius SE & Co. KGaA).

The calculation of the amount of this variable compensa-
tion shall be made in accordance with the following formula:

Three-year average growth of
net income attributable to shareholders of

Fresenius SE & Co. KGaA Variable compensation

>01t02.5% €30,000

>25t05% PP PP . €60000
>5 to75% PP PP RS RANAI
>75t010% PP PP e €120 00
>10% B PP PP . €150000

A claim to grant variable compensation shall only accrue from
the achievement of three-year annual growth of the net income
attributable to shareholders of Fresenius SE & Co. KGaA of
more than 0%. On the achievement of the five percentage
corridors described above, the amounts of variable compen-
sation shall each be provided in full, i. e., no interpolation
shall take place within these corridors. The net income attrib-
utable to shareholders of Fresenius SE & Co. KGaA disclosed in
the consolidated annual financial statements shall be authorita-
tive in each case. This variable compensation is limited to a
maximum amount of €150 thousand p. a. The disbursement
of variable compensation shall generally be made annually,
provided targets have been reached and in each case at the
end of the calendar quarter in which the annual financial state-
ments of the company are approved by the Annual General
Meeting. If the Annual General Meeting approves a resolution
providing higher compensation, this shall apply.

The Chairman of the Supervisory Board receives three
times and his deputies one and a half times the fixed compen-
sation of a member of the Supervisory Board.

A member of the Audit Committee of the Supervisory
Board shall for their membership receive additional fixed com-
pensation of €20 thousand and the Chairman of the Audit
Committee twice this amount.

If a fiscal year does not encompass a full calendar year
or if a member of the Supervisory Board is on the Supervisory
Board only for a part of the fiscal year, the compensation
shall be paid on a pro rata temporis basis. This applies accord-
ingly to membership of the Audit Committee of the Super-
visory Board.

The members of the Supervisory Board shall be refunded
expenses incurred when exercising their functions, which
also includes applicable value-added tax due for payment.

Fresenius SE & Co. KGaA shall provide members of the Super-
visory Board with insurance coverage to an appropriate
extent for exercising Supervisory Board activities.

If a member of the Supervisory Board of Fresenius SE &
Co. KGaA is at the same time a member of the Supervisory
Board of the general partner Fresenius Management SE and
receives compensation for his services on the Supervisory
Board of Fresenius Management SE, compensation shall be
reduced by half. The same applies with respect to the addi-
tional part of compensation for the Chairman, provided he is
simultaneously the Chairman of the Supervisory Board of
Fresenius Management SE; this applies to his deputies accord-
ingly, provided the deputies are at the same time the depu-
ties of the Chairman of the Supervisory Board of Fresenius
Management SE. If a deputy of the Chairman of the Supervi-
sory Board of Fresenius SE & Co. KGaA is at the same time
the Chairman of the Supervisory Board of Fresenius Manage-
ment SE, he shall not receive compensation for his service as
Deputy Chairman of the Supervisory Board of Fresenius SE &
Co. KGaA. According to Section 7 of the articles of associa-
tion of Fresenius SE & Co. KGaA, the compensation of the
Supervisory Board of Fresenius Management SE will be
charged to Fresenius SE & Co. KGaA.

Additionally, in his capacity as Chairman of the Supervi-
sory Board of Fresenius Management SE, Dr. Gerd Krick was
reimbursed for the costs for the operation of an intrusion
detection system in the amount of €1.2 thousand.



Exhibit to Management Report

For the fiscal years 2019 and 2018, the compensation for the members of the Supervisory Boards of Fresenius SE&
Co.KGaA and Fresenius Management SE (excluding expenses and reimbursements), including compensation for committee ser-

vices, was as follows:

Compensation for Variable Total
Fixed compensation committee services compensation compensation
Fresenius SE & Fresenius Fresenius SE & Fresenius Fresenius SE & Fresenius
Co. KGaA Management SE Co. KGaA Management SE Co. KGaA Management SE
€ in thousands 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
Dr. Gerd Krick 225 225 225 225 20 20 20 20 45 75 45 75 580 640

Bernd Behlert
(since September 1, 2018) 150 50 0 0 0 0 0 0 90 50 0 0 240 100

Rainer Stein
(up to August 31, 2018) 0 100 0 0 0 13 0 0 0 100 0 0 1] 213

Total 1,875 1,875 900 900 120 120 40 40 945 1,575 405 675 4,285 5,185

DIRECTORS & OFFICERS INSURANCE

Fresenius SE & Co. KGaA has taken out a consequential loss
liability insurance policy (D & O insurance), on an excess
amount basis, for the members of the Management Board and
the Supervisory Board of the general partner of Fresenius SE &
Co. KGaA and for the Supervisory Board of Fresenius SE &
Co. KGaA as well as for all representative bodies of affiliates
in Germany and elsewhere. The D & O policy applies through-
out the world and runs until the end of June 2020. The policy
covers the legal defense costs of a member of a representative
body when a claim is made and, where relevant, any dam-
ages to be paid that are covered by the policy.



GLOSSARY

Financial terms’

After adjustments

In order to measure the operating performance
extending over several periods, key performance
measures are “adjusted” where applicable. Adjusted
measures are labelled with “after adjustments”. A rec-
onciliation table is available within the respective
quarterly or annual report and presents the composi-
tion of special items.

Before special items

In order to measure the operating performance
extending over several periods, key performance
measures are adjusted by special items, where appli-
cable. Adjusted measures are labelled with “before
special items”. A reconciliation table is available
within the respective quarterly or annual report and
presents the composition of special items.

Cash flow

Financial key figure that shows the net balance

of incoming and outgoing payments during a report-
ing period.

" Integral Part of Management Report

Operating cash flow
Operating cash flow is a financial measure showing

cash inflows from operating activities during a period.

Operating cash flow is calculated by subtracting non-
cash income and adding non-cash expenses to net
income.

Cash flow from investing activities

Cash flow from investing activities is a financial mea-
sure opposing payments for the acquisition or pur-
chase of property, plant and equipment and invest-
ments versus proceeds from the sale of property,
plant and equipment and investments.

Cash flow from financing activities

Cash flow from financing activities is a financial mea-
sure showing how the investments of the reporting
period were financed.

Cash flow from financing activities is calculated from

additions to equity plus proceeds from the exercise of
stock options, less dividends paid, plus proceeds from
debt increase (loans, bonds, etc.), less repayments of

debt, plus the change in noncontrolling interest, plus
proceeds from the hedge of exchange rate effects due
to corporate financing.

Cash flow before acquisitions and dividends
Fresenius uses the cash flow before acquisitions and
dividends as the financial measure for free cash flow.
Cash flow before acquisitions and dividends is calcu-
lated by operating cash flow less investments (net).
Net investments are calculated by payments for the
purchase of property, plant and equipment less pro-
ceeds from the sale of property, plant and equipment.

Constant currencies

Constant currencies for income and expenses are cal-
culated using prior-year average rates; constant cur-
rencies for assets and liabilities are calculated using
the mid-closing rate on the date of the respective
statement of financial position.

CSR (Corporate Social Responsibility)

CSR refers to the social responsibility of companies.
Their operations can affect economic, social, and
environmental conditions all over the world.

DSO (Days Sales Outstanding)
Indicates the average number of days it takes for a
receivable to be paid.

EBIT (Earnings before Interest and Taxes)
EBIT does include depreciation and write-ups on
property, plant and equipment.

EBIT is calculated by subtracting cost of sales, selling,
general, and administrative expenses, and research
and development expenses from sales.

EBIT margin
EBIT margin is calculated as the ratio of EBIT to sales.

EBITDA (Earnings before Interest, Taxes, Deprecia-
tion and Amortization)

EBITDA is calculated from EBIT by adding deprecia-
tions recognized in income and deducting write-ups
recognized in income, both on intangible assets as
well as property, plant and equipment.

EBITDA margin
EBITDA margin is calculated as the ratio of EBITDA to
sales.



GLOSSARY

Financial terms’

Net debt/EBITDA

Net debt/EBITDA is a financial measure reflecting the
ability of Fresenius to fulfill its payment obligations.
Net debt and EBITDA are calculated at LTM (last-12-
month) average exchange rates, respectively.

Calculation of net debt:

Short-term debt

+ Short-term debt from related parties

+ Current portion of long-term debt and capital lease
obligations

+ Current portion of Senior Notes

+ Long-term debt and capital lease obligations, less
current portion

+ Senior Notes, less current portion

+ Convertible bonds

= Debt

- less cash and cash equivalents

= Net debt

" Integral Part of Management Report

NOPAT

Net Operating Profit After Taxes (NOPAT) is
calculated from operating income (EBIT), as stated in
the profit and loss statement, less income taxes.

Organic growth

Growth that is generated by a company’s existing
businesses and not by acquisitions, divestitures, or
foreign exchange impact.

ROE (Return on Equity)
Measure of a corporation’s profitability revealing how
much profit a company generates with the money
shareholders have invested.

ROE is calculated by fiscal year’s net income/ total
equity x 100.

ROIC (Return on Invested Capital)
Calculated by: (EBIT -taxes)/ Invested capital.

Invested capital =total assets+accumulated amorti-

zation of goodwill - deferred tax assets - cash and cash
equivalents - trade accounts payable -accruals (without
pension accruals) - other liabilities not bearing interest.

ROOA (Return on Operating Assets)
Calculated as the ratio of EBIT to operating assets
(average).

Operating assets =total assets - deferred tax

assets - trade accounts payable - cash held in

trust - payments received on account-approved subsi-
dies.

SOl (Scope of Inventory)
Indicates the average number of days between receiv-
ing goods as inventory and the sale of
the finished product.
Calculated by:
(Inventories/Costs of goods sold) x 365 days.

Working capital

Current assets (including deferred assets) -
accruals - trade accounts payable - other liabili-
ties - deferred charges.
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REPORT OF THE SUPERVISORY BOARD
In 2019, the Supervisory Board of Fresenius SE & Co. KGaA
fulfilled its obligations in accordance with the provisions of
the law, the articles of association, and the rules of proce-
dure. It regularly advised the Management Board of the gen-
eral partner, Fresenius Management SE, regarding the man-
agement of the Company and supervised the management in
accordance with its Supervisory Board responsibilities.

Carrying out its monitoring and advisory activities, the Super-
visory Board was regularly kept informed by the management
in a timely and comprehensive oral and written manner about,
among other things:

all important matters relating to business policy,
the course of business,

profitability,

the situation of the Company and of the Group,
corporate strategy and planning,

the risk situation,

risk management and compliance, and

vV vV vV vy VY vV VY

important business events.

Based on the reports provided by the Management Board of
the general partner, the Supervisory Board discussed all
significant business transactions in both the Audit Committee

and in its plenary meetings. The Management Board of the
general partner discussed the Company’s strategic direction
with the Supervisory Board. The Supervisory Board passed
resolutions within its legal and company statutory authority.

The Supervisory Board of Fresenius SE & Co. KGaA con-
vened for four regular meetings in 2019 —in March, May, Octo-
ber, and December. Before the meetings, the Management
Board of the general partner sent detailed reports and com-
prehensive approval documents to the members of the
Supervisory Board. At the meetings, the Supervisory Board
discussed in detail the sales and earnings growth, based
on the reports provided by the general partner’s Management
Board. They also discussed significant company decisions.

All matters requiring Supervisory Board approval were
submitted with sufficient time for proper scrutiny. After review-
ing the related approval documents and following detailed
consultation with the Management Board of the general part-
ner, the Supervisory Board approved all matters submitted
to it.

The Supervisory Board was also informed about any
important business events occurring between meetings. In
addition, the Chairman of the general partner’s Management
Board regularly informed the Chairman of the Supervisory
Board in separate meetings about the latest development of
the business and forthcoming decisions and discussed them
with him.

With the exception of Prof. Dr. Low-Friedrich and
Ms. Stars, both of whom were unable to attend the Super-
visory Board meeting in December, all of the meetings
of the Supervisory Board and the Audit Committee in 2019
were attended by all current members of the Supervisory

Board and the Audit Committee of Fresenius SE & Co. KGaA.
Thus, every member of the Supervisory Board of Fresenius
SE & Co. KGaA attended more than half of the Supervisory
Board Meetings and meetings of the committees to which
they belong in 2019.

Participation in meetings of the Supervisory Board and
the Audit Committee is reported individually for each member
on the Company’s website. Information on this can be found
under “Supervisory Board”.

In 2019, the Supervisory Board mostly focused its monitoring
and consulting activities on business operations and invest-
ments carried out by the business segments. The Supervisory
Board thoroughly reviewed and discussed all business activ-
ities of significance to the Company with the Management
Board of the general partner. The Supervisory Board also
dealt with the following items:

2020 budget
medium-term planning of the Fresenius Group
business segment strategies (particularly the business
outlook for Fresenius Kabi and Fresenius Vamed)

» completion of the FCPA investigation at Fresenius
Medical Care



At its meetings and within the Audit Committee, the Super-
visory Board also kept itself regularly informed about the
Group’s risk situation and risk management activities as well
as compliance.

At the meeting on March 14, 2019, the Supervisory Board
dealt intensively with the audit and approval of the financial
statements, the consolidated financial statements (IFRS) as
well as the management report and Group management report
of Fresenius SE & Co. KGaA. The results for 2018 were dis-
cussed on the basis of a detailed report provided by the Chair-
man of the Audit Committee and statements by the auditor.
At the same meeting, a resolution was passed on profit distri-
bution proposed by the general partner, Fresenius Manage-
ment SE, and the Group Non-financial Report for 2018. In addi-
tion, the business segments reported in detail on the course
of business in the first two months of the fiscal year. The
focus was on Fresenius Kabi. The final planning for the years
2019 to 2021 was also presented. Another item discussed
was the agenda of the Annual General Meeting of Fresenius
SE & Co. KGaA on May 17, 2019. Finally, the Supervisory
Board conducted its annual efficiency review at this meeting.

At its meeting on May 17, 2019, immediately following
the Annual General Meeting, the Supervisory Board passed
resolutions on the appointment of the auditor of the annual
and consolidated financial statements as well as the auditor of
the Group Non-financial Report for 2019. In addition, the
Management Board reported on business performance for the
months January through April 2019.

At the Supervisory Board meeting on October 11, 2019, the
members of the Supervisory Board were informed in detail
about business performance from January through September
2019. The focus was on the Fresenius Vamed business seg-
ment. The Management Board of the general partner reported
on the conclusion of the FCPA investigation at Fresenius
Medical Care, and compliance, regulatory topics, and legal
risks. Furthermore, as a precautionary measure to avoid
possible uncertainties in connection with the announced
amendment to the German Corporate Governance Code, a
resolution was passed on the declaration of conformity with
the German Corporate Governance Code.

The meeting of the Supervisory Board on December 5,
2019, focused on the development of business in 2019. Plans
for the years 2020 to 2022 for the Group and separately for
all four segments were also presented. The Chairman of the
Audit Committee reported in detail on the status of prepa-
ration of the financial statements. Furthermore, a resolution
was again passed on the declaration of conformity with the
German Corporate Governance Code.

On October 29, 2019, and December 20, 2019, the Supervisory
Board and the Management Board of the general partner
jointly issued a Declaration of Conformity in accordance with
the German Corporate Governance Code under Section 161

of the German Stock Corporation Act (AktG).

The Management Board of the general partner and the
Supervisory Board of Fresenius SE & Co. KGaA have a duty to
act in the best interests of the Company. In performing their
activities, they do not pursue personal interests or bestow

unjustified benefits on others. Any secondary activities or deal-
ings with the Company by members of the corporate bodies
must immediately be reported to, and approved by, the Super-
visory Board.

There were no conflicts of interest of Supervisory Board
members in 2019.

There are regular separate preliminary meetings of the
employee representatives and consultations among the share-
holder representatives.

The members of the Supervisory Board independently take
on necessary training and further education measures required
for their tasks. They keep themselves regularly informed,
through internal and external sources, about the latest require-
ments with regard to their supervisory activities. The Super-
visory Board at all times ensures that its members are suitably
qualified, keep their professional knowledge up to date, and
further develop their judgment and expertise. Fresenius pro-
vides appropriate support in this regard. External experts as
well as experts from the Company provide information about
important developments, for example about relevant new
laws and precedents, or changes in the IFRS accounting and
auditing standards. In addition, the Company holds an
onboarding event for new members of the Supervisory Board.

For more information on Corporate Governance at
Fresenius, please see the Corporate Governance Declaration
and Report on pages 136 to 163 of the Annual Report.
Fresenius has disclosed the information on related parties
on page 256 of the Annual Report.



KPMG AG Wirtschaftsprufungsgesellschaft, Berlin, audited
the Group Non-financial Report for 2019. This was done in
accordance with a resolution of the Supervisory Board of
May 17, 2019, and the subsequent appointment.

The Group Non-financial Report and the audit report of the
appointed auditor were made available to each member of
the Supervisory Board of the Company in good time. At their
meetings on March 11 and 12, 2020, the Audit Committee
and then the Supervisory Board discussed all the documents
in detail.

The auditor delivered a detailed report on the results of
the audit at each of these meetings. The Audit Committee
and the Supervisory Board approved the auditor’s findings.
The Audit Committee’s and the Supervisory Board’s own
review also found no objections to the Group Non-financial
Report. At its meeting on March 12, 2020, the Supervisory
Board approved the Group Non-financial Report presented
by the general partner.

The Group Non-financial Report is published on pages
91 to 135 of the Annual Report and the auditor’s findings are
published on page 134f. of the Annual Report.

The Audit Committee held three meetings and four confer-
ence calls in 2019. The main focus of its monitoring activities
was on the preliminary audit of the annual financial state-
ments of Fresenius SE & Co. KGaA and the Group for 2018 and
discussions with the auditor about their reports and the terms
of reference of the audit. Another matter dealt with by the
Audit Committee was its recommendation to the Supervisory
Board regarding which auditing firm to propose as auditor
for the annual financial statements and consolidated financial
statements for 2019. The Supervisory Board proposed to the
2019 Annual General Meeting,

a) toelect KPMG AG Wirtschaftsprifungsgesellschaft, Berlin,
as auditor of the annual financial statements and consoli-
dated financial statements for the 2019 fiscal year and as
auditor for the possible audit review of the half-yearly
financial report for the first half of 2019 and other interim
financial information within the meaning of Section
115 (7) WpHG for 2019, and

b) to appoint PricewaterhouseCoopers GmbH Wirtschafts-
prufungsgesellschaft, Frankfurt am Main, as auditors
for the possible review of interim financial information for
the 2020 fiscal year prepared before the 2020 Annual
General Meeting.

This proposal was based on a recommendation to this effect
by the Audit Committee. The Audit Committee also dealt with
the following items in detail:

the 2019 quarterly reports,
monitoring reports on progress of acquisitions,
Compliance and Internal Audit with a focus on the
accounting-based internal control system of Fresenius
Medical Care,

» review of the risk management system, the internal
control system, and the internal auditing system, and

» approval of non-auditing services provided by KPMG AG
Wirtschaftspriifungsgesellschaft, Berlin.

The Chairman of the Audit Committee reported regularly in
subsequent Supervisory Board meetings on the work of the
committee.

The Chairman of the Audit Committee maintains a regular
dialog between the Supervisory Board and the Audit Commit-
tee, on the one hand, and auditors, on the other, even outside
of meetings.

The Company’s Nomination Committee did not meet in
2019.



The Joint Committee is responsible for approving certain
important transactions of Fresenius SE & Co. KGaA and cer-
tain legal transactions between the Company and the Else
Kroner-Fresenius-Stiftung. In 2019, no transactions were
carried out that required its approval. For this reason, it
did not meet in 2019.

There is no Mediation Committee because the Supervisory
Board of Fresenius SE & Co. KGaA does not appoint the
Management Board members of Fresenius Management SE.

For more information about the committees, their com-
position, and their work methods, please refer to the Corporate
Governance Declaration and Report on pages 137 to 163
and page 267f. of the Annual Report.

Dr. Karl Schneider resigned from the Joint Committee as of
December 31, 2019. Mr. Klaus-Peter Miller was appointed his
successor with effect from January 1, 2020. Otherwise, there
were no changes to the composition of the Management Board
of the general partner Fresenius Management SE and the
Supervisory Board of Fresenius SE & Co. KGaA and its com-
mittees in 2019.

KPMG AG Wirtschaftsprufungsgesellschaft, Berlin, audited
the accounting records, the annual financial statements pre-
pared in accordance with the accounting principles of the
German Commercial Code (HGB), and the Company’s manage-
ment report for 2019. The firm was elected as auditor in
accordance with a resolution passed at the Annual General
Meeting of Fresenius SE & Co. KGaA on May 17, 2019, and
was subsequently commissioned by the Supervisory Board.
The Company’s financial statements, management report,
and the consolidated financial statements were prepared in
accordance with IFRS accounting principles and with the
regulations governing such statements under Section 315e of
the German Commercial Code (HGB). The auditors of KPMG
issued their unqualified audit opinion for these statements.

The financial statements, the consolidated financial state-
ments, the management reports, and the auditor’s reports
were submitted to each member of the Company’s Supervisory
Board within the required time. At their meetings on March
11 and 12, 2020, the Audit Committee and then the Supervi-
sory Board discussed all the documents in detail.

The auditor gave a detailed report on the results of the
audit at each of these meetings. The auditor found no weak-
nesses in the risk management system or the internal control
system with regard to the accounting process. The auditor
attended all meetings of the Supervisory Board and all meet-
ings and conference calls of the Audit Committee.

The Audit Committee and the Supervisory Board approved
the auditor’s findings. Independent reviews by the Audit
Committee and the Supervisory Board raised no objections to

the Company’s financial statements and management report or
the consolidated financial statements and the Group manage-
ment report. At its meeting on March 12, 2020, the Supervisory
Board approved the financial statements and management
reports presented by the general partner and the statements
contained therein with respect to future development.

The Supervisory Board concurs with the general partner’s
proposal for the 2019 profit distribution.

The Supervisory Board would like to thank the members
of the Management Board of the general partner and all
employees for their achievements.

Bad Homburg v. d. H., March 12, 2020

The Supervisory Board of Fresenius SE & Co. KGaA

Dr. Gerd Krick
Chairman



