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Efficient Care Pharma
Bundling of activities on the Dutch
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in the Patient and Consumer Solutions
division

2

Contents
3

Celesio at a glance

4

Milestones 2010
To our shareholders

5

Chairman's letter to the shareholders

7

The share
Interim management report

9

Economic environment

9

Revenue and earnings development

12

Patient and Consumer Solutions division

15

Pharmacy Solutions division

17

Manufacturer Solutions division

18

Medco Celesio B.V.

19

Financial position

20

Assets position

22

Employees

22

Change to the Supervisory Board

22

Subsequent events

23

Outlook
Interim condensed financial statements

26

Group income statement

27

Group statement of comprehensive income

28

Group statement of financial position

29

Group statement of cash flows

30

Group statement of changes in equity

31

Selected explanatory notes to the consolidated financial statements

38

Responsibility statement

39

Review report

40

Financial calendar and imprint

3

Celesio at a glance

Key figures of the Celesio Group

1st half year
2009

1st half year
2010

Change
on a EUR basis
%

Change
in local currency
%

2009
fiscal year
21,497.2

Revenue

EUR m

10,384.1

11,508.6

10.8

8.4

EBITDA

EUR m

296.0

324.5

9.6

5.5

627.6

Profit before tax

EUR m

189.5

164.3

– 13.3

– 16.9

3) 389.6

Net profit

EUR m

124.4

98.8

– 20.6

– 24.9

3) 268.7

Earnings per share (basic)

EUR

0.72

0.55

– 23.3

– 27.7

3) 1.56

Earnings per share (basic), adjusted1)

EUR

0.73

0.79

9.7

–

3) 1.64

Net cash flow from operating activities

EUR m

150.2

234.5

56.1

–

578.2

Net cash flow from investing activities

EUR m

– 65.6

– 69.0

5.2

–

– 203.1

Free cash flow

EUR m

38.7

121.2

213.2

–

303.9

Total

assets2)

Equity2)

EUR m

7,835.2

8,502.3

8.5

–

8,066.5

EUR m

2,450.3

2,477.2

1.1

–

2,347.4

Equity ratio2)

%

Employees2)
Retail pharmacies2)
Wholesale branches2)

31.3

29.1

–

–

29.1

38,566

46,984

–

–

46,095

2,326

2,311

–

–

2,296

121

132

–

–

137

1)

Adjusted for special effects contained in the financial result.
Closing figures at the end of the reporting period.
3) Adjusted for impairment losses recognised on intangible assets.
2)

Information on the Celesio share
Share type

No-par value registered shares

Share capital in EUR on 30/06/2010

217,728,000.00

ISIN code

DE000CLS1001

German securities code
German stock exchange code
Bloomberg
Reuters
Stock exchanges
Indices

CLS 100
CLS1
CLS1 GY
CLSGn.DE
Xetra; Berlin, Düsseldorf, Frankfurt, Hamburg, Hanover, Munich, Stuttgart
MDAX, MSCI Germany Index, ECPI Ethical Index EMU

The Celesio Group
Celesio is one of the leading international service providers within the pharmaceutical
and healthcare markets. The company is active in 27 countries worldwide and employs
approximately 47,000 people in its three divisions Patient and Consumer Solutions,
Pharmacy Solutions and Manufacturer Solutions. Approximately 2,300 of Celesio’s
own retail pharmacies, as part of Patient and Consumer Solutions, serve over
600,000 customers every day. In its wholesale activities, which are part of Pharmacy
Solutions, more than 130 wholesale branches deliver to over 65,000 pharmacies –
day in, day out. In the Manufacturer Solutions division, Celesio offers pharmaceutical
manufacturers logistics and distribution solutions and supports them in sales and
marketing.
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Milestones 2010

January – February – March
” Start to the anniversary year 2010: Celesio celebrates the foundation
of the company by Franz Ludwig Gehe 175 years ago
” Group EBITDA exceeds previous-year level on a euro basis
” Market entry in Sweden: Establishment of our own pharmacy chain starts
by opening the first six retail pharmacies under the DocMorris Apotek brand

April – May – June
” Group EBITDA increased considerably in the second quarter compared
to the previous year
” Group financing diversified: Bond issued with a nominal volume
of EUR 500m and a term of seven years
” Market position strengthened on the Dutch pharmacy market:
Celesio and Phoenix bundle activities
” Entry into new business model with good prospects for growth:
Europe-wide joint venture agreed with Medco Health Solutions

July – August – September

October – November – December

To our shareholders

Interim management report

Interim condensed financial statements

Chairman’s letter to the shareholders
Dear shareholders,
The development of our company was very positive in the first half year of 2010. We
made progress across the board, improving Celesio’s competitive position and boosting growth. We were successfully able to:
” Generate a clear increase in revenue and EBITDA compared to the previous year.
” Significantly improve the earnings power of our wholesale business – not only
through acquisitions but also organic growth.
” Noticeably diversify our currency portfolio following our entry to the Brazilian market.
” Press forward with the internationalisation of DocMorris.
” Get Movianto on track for growth.
” Further diversify our group financing, thus grounding it on an even more stable basis.
These positive developments show that we are well on track in implementing our
group-wide Agenda 2015 growth strategy. Agenda 2015 aims to achieve EBITDA of
over EUR 1bn in 2015 and reduce dependency on the influence of government regulations as well as earnings generated in pound sterling. We intend to reach these
ambitious targets by boosting efficiency, optimising our portfolio and emphasising innovation. In the first half year of 2010 we made good progress in each of these three
pillars, taking a new way on occasion.
It is no coincidence that we use the term innovation in our slogan to celebrate the
firm's 175th anniversary. Innovation at Celesio means innovation in both service and
processes. We also believe that innovation is the power to change, to adapt to our
fluid markets. Innovation is our answer to the opportunities and challenges of pharmaceutical markets which are growing but at the same time undergoing structural
change. State-run healthcare systems – the so-called first healthcare market – are
under mounting pressure to improve efficiency in an environment of constantly rising
costs. For us, this brings great opportunities; for example in solutions such as those
offered by our new joint venture with Medco. The current political discussions in
Germany and the UK on how to restructure healthcare systems to be sustainable in
future show that we have hit the nail on the head with this approach.
In the first half year of 2010, we improved our strategic position both in terms of
structure and quality by cooperating with business partners – which is a new approach
for us. Our Europe-wide joint venture Medco Celesio B.V. was agreed in June with the
US company Medco; this is a new way of business for Celesio, both in terms of structure and quality. We are thus participating in business models which we combine
under the name Efficient Care Pharma within the innovation pillar of Agenda 2015.
The core focus is on leveraging latent efficiency on the pharmaceutical and healthcare
market by way of innovative, cross-sector solutions.
Medco Celesio B.V. will offer solutions for the provision of medicines to increase
supply quality while at the same time cutting costs within the healthcare system.
Medco Celesio B.V. will focus on chronic diseases, which account for almost 80% of
total healthcare spending in Europe. Based on an IT-assisted data analysis, the joint
venture will offer cross-sector solutions for the first time, combining the strengths of
the various service providers on the healthcare market: health insurers, pharmacists,
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physicians, hospitals and providers of care. This allows a more holistic and effective
approach to therapy and care of chronically ill patients, leading to better quality of life
and greatly reduced costs, which ultimately means improved efficiency in healthcare.
Our partner, Medco, is one of the leading companies worldwide in this area, and has
many years’ successful experience with this approach to patient care on the US healthcare market. For Celesio, the joint venture is an opportunity to tap into new areas of
sustainable growth using a new and innovative business model based on our core competence in pharmaceuticals.
Growth on the second healthcare market, which is not state-run, is mainly driven by
the increasing willingness of patients and end consumers to spend more of their own
money on healthcare. Expanding our end consumer business involves realigning our
brand strategy in the pharmacy business. In future, we will gradually concentrate our
pharmacy business in just two, rather than several brands. In the UK, we will continue
to be represented by Lloydspharmacy. In all other pharmacy countries, we will use the
DocMorris brand, which has the greatest European potential of the pharmacy brands.
In the next few years, we plan to expand DocMorris to become the leading pharmacy
brand in Europe. In addition to opening new pharmacies, a process currently underway
in Sweden, and rebranding pharmacies in Ireland and Italy at the moment, we will
work on the parallel setup and expansion of the national and international franchise
business, thus strengthening our end customer business overall. We aim to double
our end customer contacts outside of the UK by 2015.
With the cooperation agreed with our competitor Phoenix in June, which is limited
to the Netherlands, we explored another new structural way in the first half year.
This cooperation involves contributing our Dutch pharmacies to the Brocacef Group
of Phoenix. In return, we will hold a 45% interest in the Brocacef Group, subject to
approval by the antitrust authorities. This cooperative solution is tailored to the specific conditions on the Dutch market, bundling strengths and improving the market
position in one – without the need to use additional capital.
At the end of the first six months of the current fiscal year, we summarise our position as follows: in a relatively stable environment, the first half year of 2010 was very
successful, both in terms of strategy and operations. We saw revenue and EBITDA
improve on the previous-year period, and even exceed expectations. If this development continues, we expect group EBITDA to increase to between EUR 670m and
690m in 2010, driven partly by organic growth, meaning that we are well on track
for Agenda 2015.
Yours sincerely,

Dr Fritz Oesterle
Chairman of the Management Board
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The share
The stock markets
After some sharp dips at the beginning of the year, share prices on the German stock
exchanges recovered from February onwards. Positive company announcements and
encouraging signs from the economy buoyed this upward trend. Stock markets dipped
again in the middle of the second quarter, however, amid heightened fears that further European countries may follow Greece into debt crisis. At 5,965.52 points at
the end of the first half year, the German blue-chip index, the DAX, was more or less
unchanged on the opening level for the year. The MDAX, in which the Celesio share
is listed, closed the first half year better, up 6.7% on the beginning of the year to
8,008.67 points.
The Celesio share
In the first four months of 2010, the Celesio share benefited from positive assessments by analysts, significantly outperforming the comparable indices DAX and
MDAX. Our share could not escape the effects of the generally negative stock market
environment, however, and lost the ground gained in the first four months. Over
the reporting period as a whole, the Celesio share gained 1.4% to EUR 17.96. As at
30 June 2010, Celesio’s market capitalisation came to EUR 3,055.0m (previous year
EUR 2,781.1m). In the first half year the Xetra trading volume of our share stood at
644,037 shares per day, up around 43% on the volume of the previous-year period.
Development of the Celesio share, MDAX and DAX
Closing prices on Xetra 30/12/2009 – 30/06/2010 (trading days only) in EUR, scaled to the Celesio share price
26.00
25.00
24.00
23.00
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Annual general meeting
The annual general meeting 2010 of Celesio AG was held in the Porsche Arena in
Stuttgart on 6 May. With 81.27% of voting rights present, attendance was slightly
higher than the average of the previous years. Details on agenda items and the
results of voting can be found on the internet at www.celesio.com under »Annual
General Meeting« in the investor relations section.
Dividend
Celesio distributed a dividend of EUR 0.50 (previous year EUR 0.48) per share to the
shareholders for the 2009 fiscal year. This is in line with our long-standing dividend
policy of distributing approximately 30% of the ordinary net profit of the group (after
eliminating impairment losses on goodwill). In this way, our shareholders can participate directly in the positive development of our business. At the same time, we ensure
that we retain sufficient headroom for future investments.
Investor relations
Active and direct communication with current and potential investors and analysts
was once again a major component of our investor relations work in the first half year
of 2010. We took part in numerous discussions at roadshows and conferences in
Frankfurt am Main, Cologne, Düsseldorf, Milan, Paris, Vienna, Madrid, Lisbon and
New York, among others. Our annual analyst and investor conference was held in
Stuttgart on 23 March. The event was an opportunity to report on the development
of Celesio in the 2009 fiscal year, the Agenda 2015 strategy and the outlook for 2010.
We met interested private investors at private investor events in Frankfurt am Main,
Dresden and Berlin.
More detailed information on the company, the Celesio share, upcoming events
and publications is summarised in the investor relations section of our website at
www.celesio.com.
Key share figures
Number of shares outstanding1)
Market

capitalisation1)

1st half year
2009

1st half year
2010

million

170.1

170.1
3,055.0

EUR m

2,781.1

Closing price1) 2)

EUR

16.35

17.96

High2)

EUR

19.40

25.50

Low2)
Average Xetra trading volume per day
1)
2)

Closing figures as at 30 June.
Xetra closing rate, source: Bloomberg.

EUR

13.70

17.51

shares

451,935

644,037
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Interim management report
Economic environment
In the first half year of 2010 the global economy picked up perceptibly. Although the
effects of the financial and economic crisis were still apparent, incoming orders and
industrial production were up in the major industrial nations of the west. However, in
the final months of the first half of the year, the risks to a sustained recovery increased
as certain European countries faced mounting pressure from high government debt.
The economy of Latin America recovered much more rapidly than that of Europe.
The conditions on the pharmaceutical and healthcare markets in which Celesio operates were relatively stable in the reporting period. However, the governments of Europe
were increasingly examining ways to make state-run healthcare systems more efficient
and sustainable.

Revenue and earnings development
Group revenue increased by 10.8% to EUR 11,508.6m (increase of 8.4% in local
currency) in the first half year of 2010. This significant increase was mainly the result
of acquisition effects, and in particular the inclusion of the Brazilian Panpharma Group
which has been consolidated since September 2009. Panpharma contributed 6.1% to
group revenue in the reporting period. In contrast to the previous-year period, we also
benefited from positive exchange rate developments – primarily in the pound sterling.
Adjusted for the effects of acquisitions and disposals as well as exchange rate
changes, group revenue increased by 0.9%.
Group revenue
by country

1st half year
2009
EUR m

1st half year
2010
EUR m

Change
on a EUR basis
%

Change in
local currency
%

France

3,531.4

3,441.1

– 2.6

– 2.6

United Kingdom

2,291.3

2,337.2

2.0

– 0.7

Germany

1,911.8

2,175.8

13.8

13.8

–

703.9

–

–
2.1

Brazil1)
Austria

517.3

528.3

2.1

Norway

440.6

498.4

13.1

1.8

Other

1,691.7

1,823.9

7.8

7.0

Total

10,384.1

11,508.6

10.8

8.4

1)

Since the second half year 2009.

Gross profit increased to EUR 1,407.3m. This increase of 20.8%, or 17.3% in local
currency, is attributable to consolidation effects. The higher gross profit margins in
Brazil and at pharmexx led to an increase in the gross profit margin of the group from
11.2% to 12.2%.
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The 17.6% increase (13.9% in local currency) in other income to EUR 98.2m is
attributable to the first-time inclusion of Panpharma and pharmexx, utilisation of bad
debt allowances as well as other income from wholesale activities.
Other expenses increased by 22.5% (19.0% in local currency) to EUR 458.6m on
account of the acquisitions of Panpharma and pharmexx in the previous year in particular. Outsourcing our group-wide IT infrastructure to an external service provider also
had an effect; while the costs associated with the measure led to an increase in other
expenses, personnel expenses and depreciation decreased. A further reason for the
increase in other expenses was the increase in bad debts in the wholesale business.
Overall, i.e. the net effect of utilisations and additions, bad debt allowances increased
only marginally in the first half year of 2010 compared to the previous year.
The 23.4% increase (20.3% in local currency) in personnel expenses to EUR 723.2m
was mainly attributable to the additional employees compared to the previous year
that joined the Celesio Group from pharmexx and Panpharma. Consolidation effects,
coupled with customary wage and salary increases, exceeded the decrease in personnel expenses achieved by outsourcing our IT infrastructure.
The investment result, comprising the result from associates accounted for using
the equity method as well as the result from other investments, decreased significantly
from EUR 7.4m to EUR 0.8m. This was mainly attributable to the modest development
compared to the first half year of 2009 of our investment in Andreae-Noris Zahn AG
(ANZAG), which is measured at market value and which we have meanwhile reclassified
as a non-current asset held for sale. The dividend payment received from ANZAG had
a compensatory effect.
We generated a year-on-year increase in earnings before interest, taxes, depreciation
and amortisation EBITDA, which was up 9.6% to EUR 324.5m (increase of 5.5% in
local currency). The main driver here was the excellent development of earnings in
the Pharmacy Solutions division, which resulted from good operating growth and the
first-time inclusion of Panpharma. Positive currency effects also contributed to the
increase in EBITDA. A dampening effect was caused by lower prices for generic products, mainly in the UK, Ireland and Italy, as well as tighter restrictions from the preference policy in the Netherlands and lower remuneration for pharmacies in Ireland.
Overall, regulatory intervention affected our group EBITDA negatively by an additional
EUR 43.2m compared to the previous-year period.
We diversified our currency portfolio through the acquisition of Panpharma. Earnings
in Brazilian real contributed 10.4% to the group EBITDA. With 43.1%, the pound sterling
accounted for the largest share in EBITDA in the first half year. Compared to the previous year, the relative share was down 4.7 percentage points, however – one of the
aims of Agenda 2015 is to reduce our dependence on the pound sterling. Earnings in
euro accounted for 37.8% of EBITDA and earnings in Norwegian krone for 8.1%.

10

To our shareholders

Group EBITDA
by currency

Interim management report

Interim condensed financial statements

1st half year 2009
%

1st half year 2010
%

Change
% points

Pound sterling

47.8

43.1

– 4.7

Euro

41.5

37.8

– 3.7

–

10.4

–

Norwegian krone

8.3

8.1

– 0.2

Other

2.4

0.6

– 1.8

Brazilian real1)

1)

Since the second half year 2009.

Amortisation of intangible assets and depreciation of property, plant and equipment
increased by 19.3% (15.7% in local currency) to EUR 64.4m following the inclusion of
Panpharma and pharmexx and as a result of investment in software.
The financial result – the balance of the individual items interest expense, interest
income and other financial result – deteriorated from EUR – 52.5m to EUR – 95.8m.
This development was mainly caused by special effects of EUR 39.7m (previous year
EUR 0.7m). These special effects mainly comprise expenses for a dividend paid by
Panpharma, which was distributed to minority shareholders in proportion to shares
held and qualified as interest expense. Special effects also included currency and
unwinding effects in connection with the purchase price liability for the acquisition
of the remaining shares in Panpharma. Expenses also increased as a result of unwinding non-current provisions, especially at Panpharma, as well as applying the effective
interest rate method to the convertible bond issued in October 2009. Effects from
expiry of interest derivatives are also included; these were positive in the first quarter
and negative in the second quarter. Adjusted for these special effects, most of which
were non-cash effects, the financial result would have deteriorated from EUR – 51.8m
in the previous year to EUR – 56.1m, mainly on account of currency effects.
Profit before tax came to EUR 164.3m, a decrease of 13.3% (16.9% in local currency)
as a result of the poorer financial result.
At EUR 65.5m, the tax expense was up 0.6% on the previous year. The tax rate
increased from 34.4% to 39.9% owing to the special effects described in the section
on financial result, most of which are not tax-deductible. Adjusted for these special
effects, the tax rate came to 32.2%. The below-average effective tax rate in Brazil
affected the group tax rate in the reporting period; Panpharma was not yet consolidated in the first half year of 2009. The contribution économique territoriale, which
came into force in France as at 1 January 2010, had the opposite effect, resulting in
an increase in our income tax rate.
As a result of the special effects in the financial result, net profit came to EUR 98.8m,
a decrease of 20.6% (24.9% in local currency) compared to the previous-year period.
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Basic earnings per share saw a decrease from EUR 0.72 to EUR 0.55. Diluted
earnings per share also came to EUR 0.55. Adjusted for the special effects in the
financial result already described, basic earnings per share came to EUR 0.79 and
diluted earnings per share to EUR 0.75.
Revenue and earnings development
in the Celesio Group

1st half year 2010

1st half year 2009

Change
on a EUR basis
%

Change in
local currency
%

EUR m

% of
revenue

EUR m

% of
revenue

10,384.1

100.0

11,508.6

100.0

10.8

8.4

1,165.4

11.2

1,407.3

12.2

20.8

17.3

EBITDA

296.0

2.9

324.5

2.8

9.6

5.5

Profit before tax

189.5

1.8

164.3

1.4

– 13.3

– 16.9

Net profit

124.4

1.2

98.8

0.9

– 20.6

– 24.9

Revenue
Gross profit

Patient and Consumer Solutions division
Market environment and business development
Overall, business with reimbursable medicines developed well in the first half year
of 2010. Sales of non-reimbursable products, which are more strongly influenced by
economic conditions, did not match the level of reimbursable medicines in certain
countries, especially the UK and Ireland.
Across Europe we operated a total of 2,311 retail pharmacies as at 30 June, a decrease
of 15 compared to the end of the same period in the previous year but 15 more than
at 31 December 2009. In the first half year of 2010, we opened 22 pharmacies (previous
year five pharmacies), of which 19 in Sweden. We acquired three pharmacies (previous
year ten pharmacies) and sold or closed ten pharmacies (previous year 26 pharmacies).
The smaller number of pharmacy acquisitions compared to previous years reflects our
changed approach to building up and expanding our own pharmacy chains in a way that
conserves capital, mainly by opening new pharmacies.
Operating business developed well in the UK, our most important pharmacy market,
which accounted for 62.4% of revenue in the Retail Pharmacies business area in the
first half year. The main driver here was increased revenue from reimbursable medicines, despite a decrease in the number of pharmacies. This development was not
reflected in earnings, however, because we were burdened in the UK by the fact that
positive effects from the previous year no longer applied, coupled with new negative
effects. In the first quarter of 2009, we benefited from the temporary increase in
the dispensing fee to 101.1 pence per package (practice payment); it has stood at
70.9 pence since April 2009. This resulted in a negative base effect in the first quarter
of 2010. Compared to the previous year, the reduced reimbursement prices for
generic medicines valid since 1 October 2009 also had a negative impact for us.
In Norway, operating business showed robust development. The earnings power of our
pharmacies in Italy was burdened by price decreases for generic medicines together
with margin cuts introduced in May 2009.
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Tighter restrictions in the tendering practice of the Dutch health insurance companies
(preference policy) from mid-2009, affecting prices for generic medicines in particular,
impacted on business at our Dutch pharmacies in the reporting period. On 16 June we
announced that we were to merge our activities on the Dutch pharmacy market with
those of Phoenix Pharmahandel GmbH & Co. KG. The aim is to strengthen the market
position of both companies on the Dutch pharmaceutical market, for example by offering a wider range of services and by realising synergies. The jointly managed company
will improve its position on the Dutch pharmacy market to become second largest,
with a total of 115 pharmacies of its own and around 40 run by franchise partners.
In the course of the merger, we will contribute our subsidiary Lloyds Nederland B.V.
to Brocacef Holding N.V., a subsidiary of Phoenix, which generated total revenue of
around EUR 1bn in 2009. In return, Celesio receives a 45% shareholding in Brocacef
Holding. Since Brocacef also operates in wholesale, homecare and blister packaging,
the transaction gives us access to new customers that we have not previously targeted
in the Netherlands. Among other things, approval for the merger from the antitrust
authorities is still pending. Our Dutch companies Apotheek DocMorris N.V., Movianto
Nederland B.V. and Celesio Finance B.V. are not part of the transaction.
In Ireland, cuts to reimbursement prices for medicines and remuneration for pharmacies introduced in July 2009 affected the earnings basis of our pharmacies. The effect
was compounded by the 40% reduction in prices for non-patented medicines in February of the current year.
In Sweden, we are on track in setting up our chain of DocMorris pharmacies, which
was made possible by the lifting of the government monopoly on pharmacies in the
previous year. Between mid-February and the end of June, we opened 19 pharmacies nationwide. By the end of the year, we aim to open a total of between 30 and
40 DocMorris pharmacies in Sweden. It remains our medium-term goal to help shape
the market in Sweden with more than 100 of our own pharmacies.
Our mail-order pharmacies, and Apotheke DocMorris in particular, exhibited a
very positive development. As our largest mail-order pharmacy, it celebrated its tenth
anniversary in June and saw revenue improve significantly thanks to continued strong
business with reimbursable pharmaceuticals. This is also reflected in the business area’s
EBITDA. We made good progress in expanding our mail-order pharmacies in the UK
and Norway, which until now have only accounted for a small share of the Mail-order
Pharmacies business area.
In the first half year, our DocMorris brand partnership business, which we disclose
within other business areas, was characterised by the completion of our reworked
DocMorris pharmacy concept which involves optimisation of the individual components of product range, marketing and service. At the end of June, 155 brand partners
had opted for Apotheke DocMorris in Germany. It is our aim to significantly expand
the franchise business not only in Germany but also in other countries.
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Revenue and earnings development
Despite the slight decrease in the number of pharmacies, the Patient and Consumer
Solutions division saw revenue improve by 5.0% (1.8% in local currency) to
EUR 1,763.6m. This development was mainly attributable to revenue in the Retail
Pharmacies business area, which increased by 4.1% (0.6% in local currency) to
EUR 1,619.4m. Revenue in the Mail-order Pharmacies business area saw an even
sharper increase, up 16.8% to EUR 142.2m. Other business areas generated revenue
of EUR 2.0m (previous year EUR 2.4m).
At EUR 592.6m, gross profit in the Patient and Consumer Solutions division was up
3.7% on the previous-year period. In light of negative effects in the UK, Ireland, Italy
and the Netherlands, gross profit in local currency remained at approximately the previous-year level. The gross profit margin on a euro basis came to 33.6% (previous
year 34.0%).
We saw a reduction in EBITDA in this division in the first half year, with a decrease
of 4.4% (7.3% in local currency) to EUR 137.1m. The main reason for this was the
10.8% (13.7% in local currency) fall in EBITDA of the Retail Pharmacies business area,
which in turn is attributable to the expected negative effects on earnings in the first
quarter in particular, as well as expenses for setting up our pharmacy chain in Sweden.
The Mail-order Pharmacies business area generated EBITDA of EUR 6.7m; the previous-year figure of EUR – 2.1m was burdened by expenses for the advertising activities of Apotheke DocMorris. The EBITDA of other business areas improved from
EUR – 1.2m to EUR – 0.5m.
Revenue and earnings development
Patient and Consumer Solutions

Retail Pharmacies

Mail-order Pharmacies

Other business areas

Revenue

EUR m

% of
revenue

EUR m

% of
revenue

Change
on a
EUR basis
%

Change
in local
currency
%

1,556.1

100.0

1,619.4

100.0

4.1

0.6

Gross profit

548.9

35.3

567.3

35.0

3.3

– 0.1

EBITDA

146.8

9.4

130.9

8.1

– 10.8

– 13.7

Revenue

121.7

100.0

142.2

100.0

16.8

16.7

Gross profit

21.1

17.3

23.7

16.7

12.5

12.3

EBITDA

– 2.1

– 1.7

6.7

4.7

–

–

Revenue

2.4

100.0

2.0

100.0

– 17.3

– 17.3

Gross profit

1.5

60.3

1.6

78.3

6.0

6.0

– 1.2

– 51.7

– 0.5

– 26.1

58.2

58.2
1.8

EBITDA
Total

1st half year 2010

1st half year 2009

Revenue

1,680.2

100.0

1,763.6

100.0

5.0

Gross profit

571.5

34.0

592.6

33.6

3.7

0.3

EBITDA

143.5

8.5

137.1

7.8

– 4.4

– 7.3
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Pharmacy Solutions division
Market environment and business development
Our Pharmacy Solutions division mainly comprises the pharmaceutical wholesale business, with which we operate in a stable market environment that is relatively unaffected
by economic developments. This was apparent again in the first half year of 2010; the
wholesale markets developed at a comparatively stable level in most European countries
in this period. As expected, Brazilian market growth was much stronger than in Europe.
With the inclusion of the wholesalers Panpharma acquired in Brazil and Laboratoria
Flandria acquired in Belgium in 2009, the number of our wholesale branches
increased to 132 as at 30 June 2010. This corresponds to a rise of eleven compared
to 30 June 2009, or a decrease of five compared to the end of the previous year.
In the first half year of 2010 we opened one new branch (previous year none) in
France. As a result of process optimisation measures, we closed six branches as
planned (previous year none), of which three were in France, two in Denmark and
one in Norway.
In France, persisting discount competition impacted on the development of our business in the first half year of 2010, albeit to a lesser extent than at the end of 2009.
We opened the modern, centrally located wholesale branch OCP Breizh in Brittany as
part of efforts to streamline our branch structure. The three older branches in Brittany’s
Brest, Saint-Brieuc and Lorient were closed. Our wholesale activities developed well
in Germany, where we benefited from the good market environment. In the UK, we
saw earnings grow, despite the effects of the pharmaceutical price regulation scheme
(PPRS). Under the PPRS, prices for pharmaceuticals were cut by an average of 3.9%
as at 1 February 2009, followed by an additional 1.9% in January 2010.
The business of Panpharma, our Brazilian wholesaler, developed very well in the first
half year, supported by the average increase of 4.5% to 5.0% in pharmaceutical
prices as at 1 April 2010. Panpharma has been consolidated since September 2009.
In Belgium we completed the integration of Laboratoria Flandria.
Other business areas in the Pharmacy Solutions division include Rudolf Spiegel Versand, our mail-order business for pharmacy and laboratory equipment. In April 2010
we expanded operations to include Italy in addition to Germany, France, Switzerland,
Austria, Luxembourg and Belgium.

15

To our shareholders

Interim management report

Interim condensed financial statements

16

Revenue and earnings development
Compared to the previous-year period, we significantly improved revenue in our
Pharmacy Solutions division in the first half year of 2010, up 10.9% to EUR 9,425.1m
(increase of 8.6% in local currency). The Wholesale business area contributed revenue
of EUR 9,422.5m, which was also up 10.9%. The significant increase was mainly the
result of including our Brazilian wholesale revenue, which had not been included in
the first half year of 2009, as well as good business development in Germany and the
UK. We generated revenue of EUR 2.6m (previous year EUR 2.4m) through activities
in the other business areas.
Gross profit of the division increased by 19.0% to EUR 610.6m. In local currency,
gross profit was up 15.3%. Based on the higher profit margin for wholesale in Brazil
compared to Europe, the gross profit margin increased from 6.0% to 6.5%.
EBITDA of the Pharmacy Solutions division increased at a greater rate than revenue,
rising year-on-year by 23.7% (19.4% in local currency) to EUR 230.1m. Adjusted
for currency and consolidation effects, the increase came to 4.6%. In the Wholesale
business area, EBITDA climbed 25.8% to EUR 234.3m, mainly on account of the
additional earnings contributed by Panpharma in Brazil. Thanks to this, coupled with
the good business development in Germany and the UK in particular, we were able
to compensate for the weaker performance in certain countries. The EBITDA of other
business areas decreased to EUR – 4.2m (previous year EUR – 0.2m). With effect as
at 1 January 2010, other business areas also include earnings contributed by Inten,
our property developer for pharmacies, which had previously been recognised in segment reporting under »Others«; the figures for the previous year have been restated
accordingly.
Revenue and earnings development
Pharmacy Solutions

Wholesale

Other business

Revenue

areas1)

1)

EUR m

% of
revenue

EUR m

% of
revenue

Change
on a
EUR basis
%

Change
in local
currency
%

8,495.7

100.0

9,422.5

100.0

10.9

8.6

Gross profit

512.0

6.0

609.5

6.5

19.0

15.3

EBITDA

186.2

2.2

234.3

2.5

25.8

21.5

Revenue

2.4

100.0

2.6

100.0

7.6

7.6

Gross profit

1.1

45.5

1.1

43.7

3.4

3.4

– 0.2

– 8.7

– 4.2

– 160.6

–

–

8,498.1

100.0

9,425.1

100.0

10.9

8.6

EBITDA
Total

1st half year 2010

1st half year 2009

Revenue
Gross profit

513.1

6.0

610.6

6.5

19.0

15.3

EBITDA

186.0

2.2

230.1

2.4

23.7

19.4

The previous year’s figures have been restated to reflect the inclusion of Inten with effect as at 1 January 2010. Inten was previously reported in the »Others« segment.
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Manufacturer Solutions division
Market environment and business development
In the Manufacturer Solutions division we help the pharmaceutical industry to outsource their non-core activities along the value-added chain. These comprise areas
such as logistics, storage, marketing or sales which are not subject to price regulation.
In the Movianto business area, business development was much improved on the
first half year of 2009 thanks to optimisation measures carried out in the previous
year, which are now taking effect. Based on this, Movianto enjoyed both organic and
geographic growth in the first half year of 2010. As announced, we began operating
on the Slovak market in the second quarter, thus expanding our European presence.
In addition, we opened a new warehouse in Aalst, Belgium, as well as one near
Lisbon to strengthen our presence in the Iberian Peninsula. With total storage capacity
for over 225,000 pallets, Movianto was present in 13 European countries at the end
of June.
As reported, the pharmexx business area, disclosed separately since the third quarter
of 2009, is characterised by the extensive integration and restructuring process of the
medium-sized company that underwent growth too rapidly in the past. This process
involves examination of the geographic structure, strategic expansion of the service
spectrum, introduction of group standards and reorganisation of individual management
teams. As part of portfolio measures, we have already sold the pharmexx activities in
Chile. We also unexpectedly lost contracts in some countries.
In the UK we pressed ahead with expansion of our local specialty pharmacy business,
Evolution Homecare, which is included in other business areas. Evolution Homecare
coordinates the medical treatment of patients at home. Also in the start-up phase is
Celesio Manufacturer Solutions Sales (CMSS), our central point of contact for pharmaceutical manufacturers.
Earnings development
In the first six months of the current fiscal year, the Manufacturer Solutions division
generated gross profit1) of EUR 204.1m compared to EUR 80.8m in the first half
year of 2009. The main reason for the significant increase was the inclusion of the
pharmexx Group, which has been fully consolidated since July 2009 and contributed
EUR 115.3m to the gross profit of the division. The Movianto business area increased
gross profit by 9.2% (8.2% in local currency) to EUR 87.8m. The gross profit of other
business areas improved from EUR 0.4m to EUR 1.0m.

1)

The key performance indicator for Manufacturer Solutions is the absolute gross profit generated instead of revenue. This is
because our customers normally pay fees for services; trading revenue is generated only in exceptional cases. The gross profit
is calculated as total fee income plus a trading margin. The gross profit margin is not a meaningful figure for the Manufacturer
Solutions division due to the specific structure of its revenue.
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The 53.1% increase (51.5% in local currency) in the division’s EBITDA to EUR 5.9m was
mainly the result of the good development of earnings in the Movianto business area.
The optimisation measures we carried out in 2009 had a positive effect on EBITDA,
which improved by a significant 26.5% (25.7% in local currency) to EUR 6.7m. EBITDA
in the new pharmexx business area fell short of expectations at just EUR 1.4m in the
first half year of 2010 (previous year EUR – 0.2m), mainly on account of integration and
restructuring expenses. In the previous-year period, our share in the company stood at
30% and at that time was included in the investment result using the equity method.
Start-up expenses for Evolution Homecare and CMSS led to EBITDA of the other business areas of EUR – 2.2m (previous year EUR – 1.3m).
Earnings development
Manufacturer Solutions

Movianto

1st half year 2010

1st half year 2009

Gross profit

EUR m

% of
gross profit

EUR m

% of
gross profit

Change
on a
EUR basis
%

Change
in local
currency
%

80.4

100.0

87.8

100.0

9.2

8.2

EBITDA

5.3

6.6

6.7

7.6

26.5

25.7

pharmexx1)

Gross profit

0.0

–

115.3

100.0

–

–

– 0.2

–

1.4

1.2

355.0

373.0

Other business areas

Gross profit

0.4

100.0

1.0

100.0

154.6

148.8

EBITDA

– 1.3

–

– 2.2

–

– 84.7

– 82.1

Gross profit

80.8

100.0

204.1

100.0

152.7

149.6

3.8

4.7

5.9

2.9

53.1

51.5

EBITDA

Total

EBITDA
1)

Fully included in the consolidated financial statements of Celesio since July 2009.

Medco Celesio B.V.
On 21 June 2010, we agreed to set up a Europe-wide joint venture together with the
US healthcare group Medco Health Solutions, Inc. The aim of the new company is
to sustainably improve the quality of medical treatment in Europe, while at the same
time making a significant contribution to cutting costs in the healthcare systems. The
joint venture will focus on innovative, cross-sector pharmaceutical services for patients
with chronic or complex diseases such as diabetes, asthma or cardiovascular disorders.
Our primary aim is to improve patient adherence, i.e. the accuracy of administering
pharmaceuticals according to physicians’ instructions, thus significantly cutting subsequent costs that could otherwise occur. The joint venture will integrate care services
across multiple providers in one bundled service for patients. This will improve the
quality of care for patients while at the same time enhancing efficiency.
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The joint venture Medco Celesio B.V. will be headquartered in Amsterdam, with each
of the two companies holding a 50% share. Medco Celesio B.V. will initially go into
operation in Germany in 2010, with a gradual expansion to other major European
markets planned. Overall, it will cover the 27 EU member states, plus Switzerland and
Norway. The expansion will take place in line with market demand, and will depend
on the environment, especially the national remuneration structures.
Medco Celesio B.V. will focus on three areas to begin with:
” Advanced clinical solutions: The target group here is payors in the healthcare
system, i.e. national health authorities as well as private and statutory health insurers. Medco Celesio B.V. will carry out a clinical analysis of anonymous patient
data on behalf of customers in order to reveal gaps in care. The aim is then to close
any gaps identified and thus reduce any quality issues as well as subsequent costs
for the healthcare system. With patient consent, Medco Celesio B.V. will prepare
patient-specific health action plans to support physicians and pharmacists to optimise
treatment.
” Specialty pharmacy: This area comprises personalised care for patients requiring
expensive special medication which is complicated to administer. Under contract
to manufacturers and payors on the healthcare market, Medco Celesio B.V. will support patients in taking medicines correctly at home according to instructions from
the physician in charge and thus achieving the greatest possible effect. Again, the
aim is to improve quality of care while reducing costs.
” Mail-order pharmacies: To ensure efficient supply of pharmaceuticals to chronically ill patients, the Apotheke DocMorris and Europa Apotheek Venlo mail-order
pharmacies will also be contributed to the joint venture.
Medco Celesio B.V. will be disclosed within the Manufacturer Solutions division in the
future.

Financial position
Net cash flow from operating activities increased by EUR 84.3m compared to the
first half year of 2009 to EUR 234.5m. In addition to the increase in group EBITDA,
the year-on-year increase in net working capital1) (adjusted for consolidation and currency effects) also made an impact. Factoring of receivables from the National Health
Service (NHS) in Scotland and Wales also contributed to the increase. We were once
again able to optimise net working capital in days, which measures how long capital is
tied up.

1)

Net working capital is calculated as the difference between current operating assets (inventories, trade receivables and other
assets) and current operating liabilities (trade payables, provisions and other liabilities).

Further information on Medco Celesio B.V.
is available on the internet at
www.medcocelesio.com
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At EUR 69.0m, net cash flow from investing activities was up EUR 3.4m on
the previous-year period. While cash paid for business acquisitions decreased by
EUR 27.1m, capital expenditure was up EUR 21.2m. Major capital expenditures
include investment in our wholesale branch network, realignment of pharmacies,
our market entry in Sweden and investment in IT. Proceeds on the disposal of noncurrent assets decreased by EUR 4.7m.
Driven by a significant increase in net cash flow from operating activities, free cash
flow increased from EUR 38.7m to EUR 121.2m. Thanks to this positive development,
we were able to pay back financial liabilities of EUR 84.5m in total.
Celesio Group statement of cash flows

1st half year 2009 1st half year 2010
EUR m
EUR m

Net cash flow from operating activities

150.2

234.5

Net cash flow from investing activities

– 65.6

– 69.0

Interest paid and received

– 45.9

– 44.3

Free cash flow
Payments made to shareholders
Net cash flow from change in borrowings
Net change in cash and cash equivalents
Net foreign exchange difference
Change in cash and cash equivalents

38.7

121.2

– 82.8

– 86.2

9.7

– 84.5

– 34.4

– 49.5

0.8

16.8

– 33.6

– 32.7

Bond issued
With the aim of diversifying group financing, we placed the first ever Celesio corporate bond with private and institutional investors in Germany and other countries on
16 April 2010. The bond has a nominal volume of EUR 500m and a term of seven
years; interest is charged at a fixed coupon rate of 4.5% per annum. In addition to
extending our financing base, the issue of the bond also contributes to reducing our
bank liabilities in favour of stronger capital market financing as well as optimising the
maturity profile of our liabilities.

Assets position
Total assets of the Celesio Group came to EUR 8,502.3m as at 30 June 2010, an
increase of EUR 435.8m on the level as at 31 December 2009. Currency effects
account for EUR 329.9m of the increase. The group’s gearing, which expresses the
debt-equity ratio, improved from 0.90 as at 31 December 2009 to 0.87 at the end
of the reporting period.
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In the first half year of 2010, our Dutch subsidiary Lloyds Nederland, which – subject
to approval from the antitrust authorities – is to be contributed to Brocacef Holding
as part of the cooperation with Phoenix, was classified under disposal groups held for
sale, as were our DocMorris mail-order pharmacies, which are to be contributed to
our joint venture with Medco. Consequently, the assets and liabilities affected were
reclassified and disclosed in a separate item under current assets and current liabilities in the statement of financial position. This particularly affected intangible assets
and current assets.
Non-current assets were more or less stable with a small decrease of EUR 1.1m
to EUR 3,432.9m. Currency effects compensated for the decrease resulting from the
reclassification of intangible assets to disposal groups held for sale. In June 2010 the
Management Board passed a resolution to dispose of our non-strategic investment
in ANZAG. Consequently, it was reclassified from »other financial assets« to »current
assets«. Other financial assets dropped by a total of EUR 44.7m. A compensatory
effect came from the EUR 29.2m increase in intangible assets, mainly as a result of
the consolidation of a former pharmexx associate in France and its subsidiaries as at
1 January 2010. Accordingly, associates accounted for using the equity method
decreased by EUR 8.2m at the same time.
At EUR 5,069.4m, current assets were up EUR 436.9m on the end of the previous
year. A key factor was the reclassification of non-current assets of Lloyds Nederland
and the DocMorris mail-order pharmacy to the item »assets of disposal groups
classified as held for sale«; this totals EUR 203.8m. Trade receivables increased by
EUR 173.0m, brought about by higher wholesale revenue and a later payment date for
monthly remuneration from the NHS. Factoring of receivables from the NHS in Scotland and Wales for the first time had a compensatory effect. Our inventories changed
on account of currency effects with a slight increase of EUR 10.4m to EUR 1,634.7m.
The item »non-current assets held for sale« of EUR 35.1m mainly comprises our interest in ANZAG which was reclassified from non-current assets.
Equity climbed EUR 129.8m to EUR 2,477.2m. It was positively affected by the
EUR 135.9m improvement in the translation reserves as well as the net profit of
EUR 98.8m. Distribution of the dividend of EUR 85.1m had the opposite effect.
The equity ratio was unchanged compared to 31 December 2009 at 29.1%.
Our non-current liabilities increased by EUR 48.2m to EUR 2,461.3m. Non-current
financial liabilities remained stable overall with a slight increase of EUR 17.4m. We
were able to repay our liabilities to banks through the issue of our bond. Other noncurrent provisions increased by EUR 16.6m and other liabilities by EUR 15.5m on
account of foreign currency and unwinding effects in particular.
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Current liabilities increased by EUR 257.8m to EUR 3,563.8m. The main reasons
for the increase include the EUR 140.0m rise in trade payables – mainly attributable
to currency effects – as well as the EUR 108.9m increase in other liabilities, primarily
on account of other tax liabilities and changes in the market value of derivatives. The
item »liabilities of disposal groups classified as held for sale« of EUR 70.7m is related
to reclassification of Lloyds Nederland and the DocMorris mail-order pharmacy. The
EUR 44.0m decrease in current financial liabilities, helped by proceeds from the bond,
had a compensatory effect.

Employees
A total of 46,984 persons were employed at the Celesio Group as at 30 June. The
increase of 8,418 employees or 21.8% is mainly attributable to the inclusion of
employees from pharmexx, Panpharma and Laboratoria Flandria. At the end of the
reporting period, Celesio had 23,531 employees (previous year 23,686 employees)
in the Patient and Consumer Solutions division, 16,579 employees (previous year
12,953 employees) in the Pharmacy Solutions division and 6,565 employees (previous year 1,641 employees) in the Manufacturer Solutions division. The remaining
employees worked at the group level.

Change to the Supervisory Board
Prof Dr Jürgen Kluge was appointed as member of the Supervisory Board by the
district court of Stuttgart with effect as at 1 January 2010. He succeeded Dr Eckhard
Cordes, who stepped down from office with effect as at 31 December 2009. The
members of the Supervisory Board elected Prof Dr Kluge as their new chairman on
3 January. The annual general meeting also elected Prof Dr Kluge as the new chairman of the Supervisory Board on 6 May. He was confirmed as chairman of the Supervisory Board directly thereafter.

Subsequent events
DocMorris enters Italian market
On 14 July we opened the first DocMorris pharmacy in Milan. Following Germany, Ireland and Sweden, Italy is now the fourth European country with a DocMorris presence.
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Brand strategy realigned in the Patient and Consumer Solutions division
In July we decided to realign our brand strategy in the Patient and Consumer Solutions
division in response to changing challenges in the market environment. We aim to
optimise our branding, expand the franchise business, strengthen our end customer
base and implement further profitability measures. To this end, we will focus on two
pharmacy brands: Lloydspharmacy in the UK and DocMorris elsewhere. Outside of the
UK, business in the Patient and Consumer Solutions division will be conducted by the
newly founded DocMorris-International Retail Centre (IRC).
Approval received from the antitrust authorities to found Medco Celesio B.V.
On 2 August 2010 we received approval from the Bundeskartellamt (German Federal
Antitrust Office) to found Medco Celesio B.V., our joint venture with Medco.

Outlook
Economic development
Leading economic research institutes forecast a slight recovery of the global economy
in 2010, with weaker growth in the second half year compared to the first half year.
The debt crisis in the euro zone has highlighted significant risks to a sustained recovery,
and could have a curbing effect on the economy. In July 2010, the International Monetary Fund (IMF) forecasted growth in global GDP of 4.6% for 2010 as a whole. The IMF
anticipates growth of 1.0% for the European Union and of 7.1% for Brazil. Although the
pharmaceutical and healthcare markets are only indirectly affected by economic cycles,
development can nonetheless be impacted by government regulation or, in the second
healthcare market which is not state regulated, by conservative consumer spending.
Business development
The second half year of 2010 will also remain a challenge for our Patient and
Consumer Solutions division. We will focus more strongly on the sale of products
on the second healthcare market. Revenue for this range is currently not developing
as we would like, in part due to economic factors. In Sweden we will continue to
steadily set up our chain of DocMorris pharmacies. We intend to open between
30 and 40 of our own pharmacies in Sweden in 2010. The associated start-up costs
will be reflected in earnings in the Retail Pharmacies business area. Over the year
as a whole, EBITDA in the Patient and Consumer Solutions division will be burdened
by price cuts for generic medicines in the UK, Ireland and Italy in particular, as well
as tightening of the preference policy in the Netherlands and the reduction in pharmacy remuneration in Ireland, most of which we shouldered in the first half year.
We may see revenue and earnings effects already in the current fiscal year in the
Patient and Consumer Solutions division from the planned start-up of our joint venture with Medco and the announcement of plans to bundle our Dutch pharmacy
business with Phoenix. Overall, the division’s EBITDA in 2010 will not match the previous-year level.
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From a current perspective, our Pharmacy Solutions division will benefit from the
excellent development of our Brazilian wholesale business and solid business in most
European wholesale countries. The development of wholesale business in France may
be affected by the tense competition on that market again in the second half year
of 2010. For the Pharmacy Solutions division, we expect stable revenue and positive
EBITDA development in 2010, after adjusting for the effects of acquisitions in the previous year.
The efficiency-boosting measures already implemented in our Movianto business
area in 2009 will have a highly positive effect on the development of earnings in
the Manufacturer Solutions division for the year as a whole. Start-up expenses
for Evolution Homecare and CMSS, our key account organisation, coupled with integration and restructuring costs for the pharmexx Group, will have the opposite effect.
Investments and capital expenditures
In 2010 we intend to increase investments in operating business compared to the
previous year. Our focus will be on investments to optimise our IT systems, as well
as in our wholesale branch network. At present, we have no plans for major acquisitions and will focus on opening new pharmacies in our efforts to build and expand
our pharmacy business in a way that conserves capital. That is why we expect the
total investment volume to be lower in 2010 than in the previous year, leading to a
decrease in our net liability items compared to 2009.
Tax rate
Provided the situation remains unchanged, we currently expect the group tax rate for
2010 to be on a similar level to the previous year, after eliminating the special effects
described in the section on financial result. There are certain factors that could
influence the tax rate, however, and lead to a change, including a change in the
mix of earnings contributed by countries with various tax rates, or a change in the
country-specific effective tax rates.
Risks and opportunities
We identify, evaluate and monitor opportunities and risks with the help of effective
management systems. These systems, together with the major opportunities and risks
relevant to us, are described in detail from page 98 onwards of the annual report 2009.
The statements on the risks described in the annual report are fundamentally unchanged.
The following opportunities and risks are particularly relevant for the development of
our business and earnings in the 2010 fiscal year:
” With our pharmacy and pharmaceutical wholesale business, we operate in an environment shaped by government-regulated market structures and remuneration
schemes. Any changes to these schemes could have an adverse effect on the
development of our earnings. For instance, the German government aims to realise
cost cuts in the healthcare system, some of which will affect the pharmaceutical
wholesale business. In Italy, the government has announced plans to reduce the
prices for generic medicines and squeeze margins. We are not yet in a position to
reliably quantify what the concrete effects of this will be for us. From our current
perspective, the regulatory effects already implemented, or that we anticipate at
present, will affect group EBITDA by an incremental figure in the mid-double-digit
millions of euro, to a greater extent than in the 2009 fiscal year, however.
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” As a group with a wide international presence, exchange rate fluctuations in foreign
currency affect the development of our earnings. Owing to the large share in earnings contributed by our business in the UK, the largest currency risk is in pound
sterling, followed to a lesser extent by the Brazilian real and Norwegian krone.
” Our investment result depends largely on the market valuation of our held-for-sale
interest in ANZAG as well as the conclusion of sales negotiations currently underway. Every fluctuation of EUR 1 in the ANZAG share price has an impact of around
EUR 1.3m on our investment result.
” Revenue in the second healthcare market, which accounts for around 20% of our
group revenue, could be influenced by changes in the economic environment.
Earnings forecast 2010
We adhere to our optimistic forecast for the 2010 fiscal year. If the positive business
development enjoyed in the first half year continues in the same way in the second
half, we expect to generate group EBITDA of between EUR 670m and 690m for the
year as a whole. We will not only benefit from the acquisitions made in the previous
fiscal year, but will also see organic growth. Our plan to reduce net liabilities to below
EUR 2bn is unchanged, and we expect to improve our key financial indicators over
the year as a whole. This forecast is based on the assumption that there will be no
significant new regulatory effects or shifts in the exchange rates of our major foreign
currencies.

Stuttgart, 6 August 2010
The Management Board
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Group income statement for the first half year of 2010
2nd quarter
2009
2010
EUR m
EUR m
Revenue
Own work capitalised
Total operating performance
Cost of raw materials, consumables and supplies and of purchased goods

1st half year
2009
2010
EUR m
EUR m

5,267.2

5,840.3

10,384.1

0.2

0.0

0.5

11,508.6
0.1

5,267.4

5,840.3

10,384.6

11,508.7

– 4,676.3

– 5,111.4

– 9,219.2

– 10,101.4

Gross profit

591.1

728.9

1,165.4

1,407.3

Other income

49.6

53.4

83.5

98.2

Other expenses

– 201.1

– 237.6

– 374.2

– 458.6

Personnel expenses

– 294.3

– 368.7

– 586.1

– 723.2

– 0.1

0.1

– 0.2

0.3

6.3

– 4.8

7.6

0.5

Result from associates accounted for using the equity method
Result from other investments
EBITDA

151.5

171.3

296.0

324.5

Amortisation of intangible assets and depreciation of property,
plant and equipment

– 26.9

– 33.4

– 54.0

– 64.4

EBIT

124.6

137.9

242.0

260.1

Interest expense

– 27.0

– 58.7

– 57.9

– 88.0

Interest income

1.7

3.0

5.3

6.6

Other financial result

0.7

– 9.1

0.1

– 14.4

Profit before tax

100.0

73.1

189.5

164.3

Income taxes

– 33.6

– 33.8

– 65.1

– 65.5

66.4

39.3

124.4

98.8

0.7

3.0

1.4

4.4

Profit attributable to shareholders of Celesio AG

65.7

36.3

123.0

94.4

Earnings per share – basic (EUR)

0.38

0.21

0.72

0.55

Earnings per share – diluted (EUR)

0.38

0.21

0.72

0.55

Net profit
Profit attributable to minority interests
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Group statement of comprehensive income for the first half year of 2010
2nd quarter
2009
2010
EUR m
EUR m
Net profit

66.4

1st half year
2009
2010
EUR m
EUR m

39.3

124.4

98.8
0.3

Other comprehensive income
Gains/losses from marking available-for-sale financial assets to market
of which income taxes
Gains/losses from derivative financial instruments to hedge cash flows
of which income taxes

0.6

1.2

0.3

0.0

– 0.3

0.0

0.2

10.6

1.6

4.1

– 13.4

– 4.9

4.4

– 2.1

5.3

94.3

119.7

132.9

135.9

Other comprehensive income

105.5

122.5

137.3

122.8

Comprehensive income

171.9

161.8

261.7

221.6

0.6

3.1

1.4

4.5

171.3

158.7

260.3

217.1

Exchange differences

Share of comprehensive income attributable to minority interests
Share of comprehensive income attributable
to shareholders of Celesio AG
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Group statement of financial position as at 30 June 2010
Assets

31/12/2009
EUR m

30/06/2010
EUR m

2,532.6

2,561.8

607.2

610.8

Non-current assets
Intangible assets
Property, plant and equipment
Associates accounted for using the equity method
Other financial assets
Income tax receivables

20.7

12.5

155.4

110.7

3.5

3.3

114.6

133.8

3,434.0

3,432.9

Inventories

1,624.3

1,634.7

Trade receivables

2,558.2

2,731.2

Deferred tax assets
Current assets

Income tax receivables

25.4

27.6

Other receivables and other assets

296.7

342.0

Cash and cash equivalents

127.7

95.0

0.2

35.1

Non-current assets held for sale
Assets of disposal groups classified as held for sale
Total assets

Equity and liabilities

0.0

203.8

4,632.5

5,069.4

8,066.5

8,502.3

31/12/2009
EUR m

30/06/2010
EUR m

Equity
Issued capital

217.7

217.7

Capital reserves

1,145.2

1,145.2

Revenue reserves

1,217.5

1,224.9

Revaluation reserves

– 246.1

– 123.4

Equity attributable to shareholders of Celesio AG

2,334.3

2,464.4

Minority interests

13.1

12.8

2,347.4

2,477.2

1,945.8

1,963.2

143.1

149.8

Other non-current provisions

131.5

148.1

Other liabilities

102.9

118.4

Liabilities
Non-current liabilities
Financial liabilities
Pension provisions

Deferred tax liabilities
Current liabilities
Financial liabilities
Trade payables
Other current provisions
Income tax liabilities
Other liabilities
Liabilities of disposal groups classified as held for sale

89.8

81.8

2,413.1

2,461.3

222.3

178.3

2,312.4

2,452.4

171.3

159.2

77.8

72.1

522.2

631.1

0.0

70.7

3,306.0

3,563.8

Total liabilities

5,719.1

6,025.1

Total equity and liabilities

8,066.5

8,502.3
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Group statement of cash flows for the first half year of 2010
2009
EUR m

2010
EUR m

Profit before tax

189.5

164.3

Financial result

– 52.5

– 95.8

EBIT

242.0

260.1

Amortisation of intangible assets and depreciation of property, plant and equipment

– 54.0

– 64.4

EBITDA

296.0

324.5

Net result from the disposal of non-current assets and subsidiaries

– 3.0

– 2.3

Impairment of operating assets

23.0

23.6

8.3

11.0

Non-cash change in pension provisions
Other non-cash income and expenses

4.8

15.9

– 70.2

– 83.9

Change in operating assets

– 47.0

– 161.9

Change in operating liabilities

– 61.7

107.6

Net cash flow from operating activities

150.2

234.5

Income taxes paid

Proceeds from the disposal of non-current assets
Capital expenditure on non-current assets
Proceeds from the sale of subsidiaries

14.7

10.0

– 46.1

– 67.3

4.8

0.2

Cash paid for business combinations

– 39.0

– 11.9

Net cash flow from investing activities

– 65.6

– 69.0

Payments made to shareholders

– 82.8

– 86.2

Changes in ownership interests in subsidiaries that do not result in a loss of control

0.0

– 2.4

Proceeds from borrowings

290.1

607.3

Repayment of borrowings

– 280.4

– 689.4

– 51.2

– 51.0

Interest paid
Interest received
Net cash flow from financing activities
Net change in cash and cash equivalents
Net foreign exchange difference

5.3

6.7

– 119.0

– 215.0

– 34.4

– 49.5

0.8

16.8

Cash and cash equivalents at the beginning of the period

53.4

127.7

Cash and cash equivalents at the end of the period

19.8

95.0

Net cash flow from operating activities includes dividend payments of EUR 5.6m (previous year EUR 5.6m).
A new line item »Changes in ownership interests in subsidiaries that do not result in a loss of control« was inserted
under net cash flow from financing activities to reflect the

changes resulting from »IAS 7 – Statement of Cash Flows«
(see page 33). Cash paid to increase the ownership interest
or cash received on reducing the ownership interest of subsidiaries that do not result in a loss of control is recognised
here.
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Group statement of changes in equity for the first half year of 2010
Issued
capital

Capital
reserves

Revenue
reserves

Revaluation reserves
Translation
reserves

Asset
revaluation
reserves

Availablefor-sale
financial
assets

Cash flow
hedges

Equity
attributable to
shareholders of
Celesio AG

Minority
interests

Equity

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

217.7

1,145.2

1,217.5

– 233.1

0.9

– 0.6

– 13.3

2,334.3

13.1

2,347.4

Change in capital

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

Dividends

0.0

0.0

– 85.1

0.0

0.0

0.0

0.0

– 85.1

– 1.1

– 86.2

As at 01/01/2010

Changes in the ownership interest
that do not result in a loss of control

0.0

0.0

– 1.9

0.0

0.0

0.0

0.0

– 1.9

– 0.5

– 2.4

Changes to the consolidated group

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

– 3.2

– 3.2

Comprehensive income

0.0

0.0

94.4

135.8

0.0

0.3

– 13.4

217.1

4.5

221.6

As at 30/06/2010

217.7

1,145.2

1,224.9

– 97.3

0.9

– 0.3

– 26.7

2,464.4

12.8

2,477.2

As at 01/01/2009

217.7

1,113.0

1,299.9

– 344.9

0.0

– 2.7

– 22.1

2,260.9

8.7

2,269.6

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0
– 82.8

Change in capital
Dividends

0.0

0.0

– 81.6

0.0

0.0

0.0

0.0

– 81.6

– 1.2

Changes to the consolidated group

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

1.8

1.8

Comprehensive income

0.0

0.0

123.0

132.9

0.0

0.3

4.1

260.3

1.4

261.7

217.7

1,113.0

1,341.3

– 212.0

0.0

– 2.4

– 18.0

2,439.6

10.7

2,450.3

As at 30/06/2009
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Selected explanatory notes to the consolidated financial statements
Group segment reporting by business area for the first half year of 2010
2010

Patient and Consumer Solutions
Retail Mail-order
Pharmacies Pharmacies

Pharmacy Solutions

Other
Total
business Patient and
areas Consumer
Solutions

Manufacturer Solutions

Wholesale

Other
business
areas

Total
Pharmacy
Solutions

Movianto

pharmexx

Other
business
areas

Total
Manufacturer
Solutions

Others

Consolidation

Group

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

Income statement
Revenue

1,619.4

142.2

2.0

1,763.6

9,422.5

2.6

9,425.1

224.5

120.5

16.4

361.4

0.0

External revenue

1,619.4

142.2

2.0

1,763.6

9,422.5

2.6

9,425.1

184.4

120.5

15.0

319.9

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

40.1

0.0

1.4

41.5

0.0

– 41.5

0.0

Gross profit

567.3

23.7

1.6

592.6

609.5

1.1

610.6

87.8

115.3

1.0

204.1

0.0

0.0

1,407.3

EBITDA

130.9

6.7

– 0.5

137.1

234.3

– 4.2

230.1

6.7

1.4

– 2.2

5.9

– 48.6

0.0

324.5

EBIT

103.9

5.0

– 0.5

108.4

206.4

– 4.2

202.2

3.0

– 0.7

– 2.3

0.0

– 50.5

0.0

260.1

2,047.0

108.7

30.1

2,185.8

2,203.2

3.8

2,207.0

169.5

145.0

3.4

317.9

159.0

– 23.9

4,845.8

Others

Consolidation

Group

EUR m

EUR m

Inter-segment revenue

Segment assets1)

2009

Patient and Consumer Solutions
Retail Mail-order
Pharmacies Pharmacies

Pharmacy Solutions

Other
Total
business Patient and
areas Consumer
Solutions

Wholesale

2) Other

Manufacturer Solutions
Movianto

business
areas

Total
Pharmacy
Solutions

3) pharmexx

3) Other

2)

business
areas

Total
Manufacturer
Solutions

– 41.5 11,508.6
0.0 11,508.6

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

EUR m

Income statement
Revenue

1,556.1

121.7

2.4

1,680.2

8,495.7

2.4

8,498.1

248.1

0.0

7.7

255.8

0.0

External revenue

1,556.1

121.7

2.4

1,680.2

8,495.7

2.4

8,498.1

199.4

0.0

6.4

205.8

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

48.7

0.0

1.3

50.0

0.0

– 50.0

0.0

Gross profit

548.9

21.1

1.5

571.5

512.0

1.1

513.1

80.4

0.0

0.4

80.8

0.0

0.0

1,165.4

EBITDA

146.8

– 2.1

– 1.2

143.5

186.2

– 0.2

186.0

5.3

– 0.2

– 1.3

3.8

– 37.3

0.0

296.0

EBIT

122.6

– 3.7

– 1.3

117.6

163.3

– 0.2

163.1

2.2

– 0.2

– 1.3

0.7

– 39.4

0.0

242.0

2,306.3

115.0

102.0

2,523.3

2,207.6

1.5

2,209.1

156.4

47.5

1.7

205.6

75.5

– 34.0

4,979.5

Inter-segment revenue

Segment assets1)
1)

– 50.0 10,384.1
0.0 10,384.1

Since 1 January 2010 segment assets pursuant to IFRS 8 correspond with the tied capital, which is calculated as the sum of the carrying amount of all non-interest bearing assets (except for income tax
assets) less non-interesting-bearing liabilities (except for income tax liabilities). The previous year’s figures have been restated to match the new definition.
The previous year’s figures have been restated to reflect the inclusion of Inten GmbH with effect as at 1 January 2010. Inten GmbH was previously reported in the »Others« segment.
3) The previous year’s figures have been restated to reflect the separate disclosure of pharmexx. The pharmexx Group was previously reported in the »Other business areas Manufacturer Solutions« segment.
2)
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Revenue of the reportable segments
Consolidation

Interim condensed financial statements

2009
EUR m

2010
EUR m

10,434.1

11,550.1

– 50.0

– 41.5

10,384.1

11,508.6

2009
EUR m

2010
EUR m

EBITDA of the reportable segments

296.0

324.5

EBITDA of the group

296.0

324.5

Amortisation of intangible assets and depreciation of property, plant and equipment

– 54.0

– 64.4

Group revenue

Reconciliation of segment earnings for the first half year of 2010

EBIT

242.0

260.1

Interest expense

– 57.9

– 88.0

Interest income

5.3

6.6

Other financial result

0.1

– 14.4

189.5

164.3

30/06/2009
EUR m

30/06/2010
EUR m

5,013.5

4,869.7

Profit before tax

Reconciliation of segment assets as at 30 June 2010
Segment assets of the reportable segments
Consolidation
Segment assets of the group

– 34.0

– 23.9

4,979.5

4,845.8

+ Interest bearing other financial assets

64.1

53.6

+ Non-current and current income tax receivables

12.4

30.9

+ Deferred tax assets

44.9

133.8

+ Other assets

-0.5

1.2

+ Cash and cash equivalents

19.8

95.0

– Other current provisions
– Trade payables
– Sundry liabilities
Total assets

Accounting policies
The interim condensed consolidated report of Celesio AG for
the first half year of 2010, comprising the group statement of
financial position, group income statement, group statement
of comprehensive income, group statement of cash flows,
group statement of changes in equity and selected explanatory notes to the consolidated financial statements, is based
on »International Accounting Standard (IAS) 34 – Interim
Financial Reporting«. All International Financial Reporting
Standards (IFRSs) issued by the International Accounting

102.3

159.2

2,136.3

2,452.4

476.4

730.4

7,835.2

8,502.3

Standards Board (IASB), London, and endorsed by the European Union as at 30 June 2010 and all Interpretations (IFRIC)
of the International Financial Reporting Standards Interpretation Committee were observed in the process of preparing
the interim report. The accounting principles applied in the
preparation of the interim report generally correspond to
those applied in the annual report as at 31 December 2009.
Deviations from these principles are explained below.
The condensed interim report should therefore be read in
conjunction with the consolidated financial statements of
Celesio AG for the 2009 fiscal year.

32

To our shareholders

Interim management report

The impact on the interim report of the Standards and Interpretations, whose application was mandatory for the first
time from 1 January 2010, is as follows:
– In »IFRS 3 (2008) – Business Combinations« the way the
purchase method should be applied was changed. Significant changes relate to the measurement of non-controlling
interests, the treatment of business combinations in stages
as well as the treatment of contingent consideration and
the acquisition-related costs. Under the new rules, noncontrolling interests can be either measured at the fair
value of goodwill (the full goodwill method) or at their
share in the fair value of the identifiable net assets. For
business combinations in stages, the shares held must be
revalued through profit or loss at their fair value on the
date control passes to the purchaser. Any adjustments of
contingent consideration that are reported as a liability at
the time of the combination must be posted through profit
or loss. The acquisition-related costs of a business combination are recorded at the time they are incurred as
expenses through profit or loss. There were no material
effects from the first-time application of IFRS 3 (2008) in
the first half year in comparison to the previous treatment.
– »IAS 27 (2008) – Consolidated and Separate Financial
Statements« requires the effect of all transactions with the
owners of non-controlling interests be recorded in equity
if there is no change in the control relationship. If transactions lead to a loss of control the resulting gain or loss
must be posted through profit or loss. The profit or loss
also includes the effect from revaluing the remaining
shares in the equity of the investment at fair value. There
were some transactions in the first half year which were
within the scope of the revised IAS 27 (2008). These led
to changes in other comprehensive income as a result of
increasing interests in entities where there was already a
control relationship.
– In association with the revision of IAS 27 (2008), »IAS 7 –
Statement of Cash Flows« was amended to the effect that
the presentation of cash flows from corporate transactions
now shows either that control was obtained or lost in the
process and whether the transactions were with owners
of the entity or not. In accordance with requirements, the
item »Net cash flow from financing activities« was adjusted
in the statement of cash flows.
– The collective standard »Improvements to IFRSs« issued by
the IASB in 2009 resulted in smaller changes to the IFRSs.
The clarifications made in this standard and adopted by
Celesio with regard to revenue recognition led to an adjustment to the consolidated financial statements for 2009.
The first-time application of the other changes did not have
any further impact on the consolidated financial statements.

Interim condensed financial statements

– The first-time adoption of »IFRS 1 – First-time Adoption
of International Financial Reporting Standards«, »IFRS 2 –
Share-based Payment«, »IAS 39 – Financial Instruments:
Recognition and Measurement: Eligible Hedged Items«,
»IAS 39 – Financial Instruments: Recognition and Measurement: Embedded Derivatives«, »IFRIC 9 – Reassessment
of Embedded Derivatives«, »IFRIC 12 – Service Concession
Arrangements«, »IFRIC 15 – Agreements for the Construction of Real Estate«, »IFRIC 16 – Hedges of a Net Investment in a Foreign Operation«, »IFRIC 17 – Distributions of
Non-cash Assets to Owners« and »IFRIC 18 – Transfers of
Assets from Customers« did not have any impact on the
consolidated financial statements.

Consolidated group
Business combinations and disposals
in the first half year of 2010
In the first half year of 2010 the Patient and Consumer
Solutions division consolidated two retail pharmacies in
Norway and one in the UK for the first time. In one of these
cases the group has put and call options with the remaining
owners to purchase all the shares not already held by Celesio.
Consequently, these were fully consolidated in the consolidated financial statements of Celesio with a corresponding
liability recognised for the outstanding purchase price. In
addition, the French company, RepscoPharmexx SAS, and
its subsidiaries, in which Celesio holds a 40% interest, were
fully consolidated as at 1 January 2010 in the pharmexx business area. The full consolidation is based on call options
that were exercisable at the end of the reporting period even
though Celesio did not hold the majority of voting rights.
First-time consolidations were performed on the basis of
preliminary purchase price allocations as it was not possible
to finish the allocations of fair value by the end of the reporting period. The purchase price allocations will be concluded
within twelve months of the acquisition date in each case.
The considerations transferred amounted to EUR 17.3m. At
the time control passed, the entities acquired in the combination carried cash and cash equivalents of EUR 4.9m. The
considerations transferred consist of a purchase price payment of EUR 3.6m and a purchase price liability of EUR 0.6m
which relates primarily to put and call options. Moreover, they
include the fair values of the investments formerly recognised
using the equity method of EUR 13.1m that were acquired in
stages. Acquisition-related costs are expensed through profit
or loss in accordance with the revised IFRS 3. No equity
instruments were issued to settle purchase price liabilities.
Income of EUR 0.4m from the revaluation of shares in associates accounted for using the equity method was recognised
under other income.
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The fair value of the identifiable assets and liabilities of the
entities acquired in the business combinations as at the date
of acquisition in the first half year of 2010 are presented
below:
Fair value
EUR m
Intangible assets

0.1

Property, plant and equipment

0.6

Inventories
Trade receivables

0.4
11.8

Cash and cash equivalents

4.9

Other assets

2.9
20.7

Financial liabilities

4.6

Trade payables

3.4

Other liabilities

14.9
22.9

The fair value of the receivables acquired in the combination
amounts to EUR 14.7m. This includes trade receivables of
EUR 11.8m. No valuation allowances were recognised on
these receivables.
The resulting goodwill totalled EUR 17.8m. The goodwill
generally reflects the expected future cash flows that will be
generated by the combination and the expertise of the
employees. The full goodwill method was not applied. Consequently, non-controlling interests were measured at their
share in the fair value of the identifiable net assets. Non-controlling interests of EUR – 1.7m were recognised on the date
of first-time consolidation.
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Revenue attributable to the entities acquired in the first half
year of 2010 amounts to EUR 35.2m and the net profit to
EUR 2.3m. Had these entities been acquired at the beginning of the fiscal year, the entities would have contributed
EUR 35.7m to group revenue and EUR 2.4m to the group’s
net profit.
In the first half year of 2010 the Patient and Consumer
Solutions division sold two retail pharmacies in the UK and
three in the Netherlands. In the pharmexx business area,
one entity in Germany (Synergos GmbH), one in Chile (Etika
y Compania Limitada) together with its parent in Luxembourg (New Star Company S.A.), and two entities in Brazil
(Rent Power do Brasil Represetacoes Ltda. and pharmexx
Brasil Ltda.) were deconsolidated. The two Brazilian entities
were previously consolidated on the basis of exercisable
call options. These call options were not exercised and have
expired in the meantime. The entities were deconsolidated in
the reporting period accordingly. These deconsolidated entities generated revenue of EUR 1.7m in the reporting period.
The proceeds from the disposals amounted to EUR 3.1m.
In the process, assets (mainly inventories and other receivables) of EUR 4.6m and liabilities of EUR 1.9m were disposed of. The non-cash components of the proceeds from
the disposal amounted to EUR 1.8m.
Business combinations and disposals
in the first half year of 2009
In the first half year of 2009, ten retail pharmacies, one
Movianto entity in Belgium (Dirk Raes NV) and one wholesale entity in Slovenia (Vitapharm d.o.o.) were consolidated
for the first time. In each case, all shares were acquired with
the exception of the wholesaler in Slovenia. In this case 51%
of the shares were acquired. The purchase price allocations
were used as the basis for consolidation, and were concluded
within twelve months of the acquisition date in each case.
There were no significant changes.
The costs of the business combinations amounted to
EUR 34.6m. This includes contingent consideration and
acquisition-related costs. The cost of the business combi nations includes EUR 2.9m of cash and cash equivalents
acquired in the combination. In accordance with IFRS 3,
the cost does not include additional purchases of ownership
interests in companies that have already been fully consolidated. The purchase price obligations were settled in full by
cash payments, i.e. no share transfers were involved.
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The fair value of the identifiable assets and liabilities of the
entities acquired in the business combinations as at the date
of acquisition in the first half year of 2009 are presented
below:
Fair value
EUR m
Intangible assets

1.3

Property, plant and equipment

1.5

Inventories

2.1

Trade receivables

3.0

Cash and cash equivalents

2.9

Other assets

0.7
11.5

Financial liabilities

1.4

Deferred tax liabilities

0.6

Trade payables

2.7

Other liabilities

1.5
6.2

The resulting goodwill totalled EUR 29.5m. The goodwill
generally reflects the expected future cash flows that will be
generated by the business combination and the expertise of
the employees.
Revenue attributable to the entities acquired in the first half
year of 2009 amounted to EUR 16.1m and the net profit to
EUR 0.5m. Had these entities been acquired at the beginning
of the 2009 fiscal year, the entities would have contributed
EUR 19.8m to group revenue and EUR 0.6m to the group’s
net profit for the previous first half year.
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Disposal groups classified as held for sale
On 16 June 2010 Celesio announced a merger of the activities of the Dutch subsidiary, Lloyds Nederland B.V., with the
subsidiary of Phoenix, Brocacef Holding N.V., by transfering
Lloyds Nederland B.V. to Brocacef Holding N.V. In return,
Celesio receives a 45% shareholding in Brocacef Holding.
The contribution is planned for the second half year of 2010,
but is still subject to approval from the antitrust authorities,
among other things. Lloyds Nederland B.V. was previously
disclosed in the »Retail Pharmacies« segment. In the statement of financial position as at 30 June 2010, all assets and
liabilities under disposal groups classified as held for sale
were reclassified to current assets or current liabilities.
On 21 June 2010, Celesio agreed to set up a Europe-wide
joint venture together with the US healthcare group Medco
Health Solutions, Inc. The joint venture Medco Celesio B.V.
will be headquartered in Amsterdam, with each of the two
parent companies holding a 50% share. It is expected that
the joint venture will be founded in the second half year of
2010. Celesio will contribute the Apotheke DocMorris mailorder pharmacy and Medco the Europa Apotheek Venlo mailorder pharmacy to the joint venture. Apotheke DocMorris was
previously disclosed in the »Mail-order Pharmacies« segment.
In the statement of financial position as at 30 June 2010, all
assets and liabilities under disposal groups classified as held
for sale were reclassified to current assets or current liabilities.
The main asset and liability groups classified as held for sale
are presented below:
30/06/2010
EUR m
Intangible assets
Property, plant and equipment

Pharmacies in the United Kingdom were sold in the first half
year of 2009. The proceeds from the disposals amounted to
EUR 4.8m. In the process, assets of EUR 2.2m were sold.
In the 2009 fiscal year, these entities generated revenue of
EUR 1.5m. The net cash impact of the sales price generated
by the disposal of these entities was EUR 4.8m. There were
no non-cash components in the sale.

Deferred tax assets

119.9
11.3
5.3

Inventories

17.8

Trade receivables

42.4

Cash and cash equivalents

0.3

Other assets

6.8
203.8

Financial liabilities

0.3

Deferred tax liabilities

15.1

Trade payables

26.0

Other liabilities

29.3
70.7

35

To our shareholders

Interim management report

Intangible assets include goodwill of EUR 98.3m.
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under this agreement amounting to EUR 0.2m are to be
made in 2010 and relate to the »Wholesale« segment.

Reclassification of disposal groups classified as held for sale
did not have any impact on profit or loss.
Contingent liabilities and other financial obligations
Non-current assets held for sale
In June 2010 the Management Board passed a resolution
to dispose of the investment in Andreae-Noris Zahn AG
(ANZAG). We expect that the disposal will take place in the
second half year of 2010. This interest was previously recognised in the statement of financial position under »Other
financial assets«. On the date of the resolution to sell, it
was reclassified to »Non-current assets held for sale« with
an amount of EUR 34.9m. The interest in ANZAG was previously reported in the »Others« segment.
As part of the European-wide contract to outsource IT infrastructure entered into in 2009, IT hardware was already sold
at its carrying amount in the previous year. Other disposals

The contingent liabilities and other financial liabilities
presented in the consolidated financial statements as at
31 December 2009 have not changed materially in the
first half year of 2010.
Contingent liabilities of EUR 114.3m were recognised in
2009 for legal and tax risks associated with the business
combination with Panpharma. Owing to unwinding effects
and exchange rate fluctuations, these amounted to
EUR 136.5m as at 30 June 2010. Based on their maturity,
these have been divided into current and non-current provisions. The contingent liabilities include income tax liabilities
of EUR 8.2m.

Components of other comprehensive income1)
Other comprehensive income as presented in the statement
of comprehensive income breaks down as follows:
2nd quarter
2009
2010
EUR m
EUR m

1st half year
2009
2010
EUR m
EUR m

Available-for-sale financial assets
Gains/losses from the current year

0.6

– 1.7

0.3

– 3.1

Less reclassification to profit and loss

0.0

– 3.2

0.0

– 3.2

0.6

1.5

0.3

0.1

Derivative financial instruments to hedge cash flows
Gains/losses from the current year
Less reclassification to profit and loss

7.2

– 14.5

– 2.1

– 31.9

– 8.3

– 11.7

– 8.3

– 13.2

15.5

– 2.8

6.2

– 18.7

Notes to the segment reporting
Celesio’s internal reporting structure is based on the subdivision of the Patient and Consumer Solutions, Pharmacy
Solutions and Manufacturer Solutions divisions into several
business areas each. These business areas form the basis
for internal controlling by the Management Board and thus
correspond to the reportable segments. The Management
Board of Celesio AG is the chief operating decision maker
as referred to in IFRS 8.7. In addition to separate information
for each business area, the Management Board also receives
condensed information for each division. Therefore, these
subtotals are also disclosed in the segment reporting.

1)

Not including deferred tax.
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– The Patient and Consumer Solutions division covers the
entire logistics chain, from purchasing from manufacturers
through to selling to end consumers. The range of services
provided by Celesio pharmacies is divided into retail pharmacies and mail-order activities. Both represent separate
reporting segments. In addition, this division also includes
the franchise models such as Apotheke DocMorris. They
are presented in the segment »Other business areas Patient
and Consumer Solutions«.
– The Pharmacy Solutions division has its focus on the
wholesale business with external customers, which is a
separate segment. Another component of the Pharmacy
Solutions division is Rudolf Spiegel Versand, the mail-order
business for pharmacy equipment. This is contained in
the segment »Other business areas Pharmacy Solutions«.
Since 1 January 2010, Inten GmbH, which was previously
included in the »Others« segment was reclassified to the
»Other business areas Pharmacy Solutions«. Inten develops
and markets pharmacy locations. The previous year’s figures were restated accordingly.
– The Manufacturer Solutions division targets manufacturers
of pharmaceuticals. On the one hand, this division consists
of the Movianto business area. Movianto is a specialist for
pharmaceutical logistics and related services such as storage, transport and packaging and represents a separate
reporting segment. Moreover, it contains the pharmexx
business area. Since the third quarter of 2009, this leading
marketing and sales services provider in the pharmaceuticals industry has been a separate reporting segment
alongside Movianto in the Manufacturer Solutions division.
In the Homecare business area, Evolution Homecare coordinates the medical treatment of patients at home. The
Homecare business area is contained in the »Other business
areas Manufacturer Solutions« segment.
The »Others« segment is used to report the activities of the
parent, Celesio AG, and other non-operating companies.
Consolidation of inter-division activities is shown separately.
The Management Board takes EBITDA as a measure of the
success of the segments. EBITDA stands for earnings before
interest, taxes, depreciation and amortisation. In addition,
information on the gross profit and EBIT is disclosed voluntarily.
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Since 1 January 2010 segment assets pursuant to IFRS 8 correspond with the tied capital, which is calculated as the sum
of the carrying amount of all non-interest bearing assets
(except for income tax assets) less non-interest-bearing liabilities (except for income tax liabilities). The previous year’s
figures have been restated to match the new definition.
The same accounting standards as for the Celesio Group
have been used in segment reporting. Intercompany transactions are measured at market prices.

Employees
At the end of the first half year of 2010, Celesio employed
46,984 employees compared to 38,566 in the previous year.

Other notes
In accordance with the proposal for the appropriation of
profits for 2009, a dividend of EUR 85.1m or EUR 0.50 per
share (previous year EUR 81.6m or EUR 0.48 per share) was
distributed to the shareholders of Celesio AG.
The line item »other financial result« relates to changes in
the fair value of derivatives used to hedge financial liabilities.
In the reporting period there were no significant effects on
net profit as a result of changes in market values of derivative interest hedges (previous year expenses of EUR 0.1m).
Changes in market values of derivative exchange rate hedges
led to expenses of EUR 6.7m (previous year EUR 30.3m).
Moreover, the other financial result contains exchange
rate gains of EUR 118.7m (previous year EUR 160.5m)
and exchange rate losses of EUR 126.4m (previous year
EUR 130.0m).
As at 30 June 2010 there was no need to impair goodwill.
The annual impairment test will take place in the third quarter of 2010.
There were no other issues requiring reporting in the reporting period.

Stuttgart, 6 August 2010
The Management Board
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Responsibility statement
To the best of our knowledge and in accordance with the
applicable reporting principles for interim financial reporting,
the interim consolidated financial statements give a true and
fair view of the assets, liabilities, financial position and profit
or loss of the group, and the interim management report of

the group includes a fair review of the development and
performance of the business and the position of the group,
together with a description of the principal opportunities and
risks associated with the expected development of the group
for the remaining months of the fiscal year.

Stuttgart, 6 August 2010
The Management Board

Dr Fritz Oesterle

Dr Christian Holzherr

Wolfgang Mähr
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Review report
To Celesio AG, Stuttgart
We have reviewed the interim condensed consolidated financial statements, comprising the group statement of financial
position, the group income statement, the group statement
of comprehensive income, the group statement of cash
flows, the group statement of changes in equity and selected
explanatory notes, and the interim group management report
of Celesio AG, Stuttgart, for the period from 1 January 2010
to 30 June 2010, which are part of the financial report for the
first half year pursuant to Sec. 37w WpHG (Wertpapierhandelsgesetz, German Securities Trading Act). The preparation of
the interim condensed consolidated financial statements
in accordance with IFRSs on interim financial reporting as
adopted by the EU and of the interim group management
report in accordance with the requirements of the WpHG
applicable to interim group management reports is the
responsibility of the company’s management. Our responsibility is to issue a review report on the interim condensed
consolidated financial statements and the interim group
management report based on our review.
We conducted our review of the interim condensed consolidated financial statements and the interim group management report in accordance with German generally accepted
standards for the review of financial statements promulgated
by the Institut der Wirtschaftsprüfer (IDW, Institute of Public
Auditors in Germany). Those standards require that we plan
and perform the review to obtain a certain level of assurance
in our critical appraisal to preclude that the interim condensed
consolidated financial statements have not been prepared,
in all material respects, in accordance with IFRSs on interim
financial reporting as adopted by the EU and that the interim
group management report has not been prepared, in all
material respects, in accordance with the applicable provisions of the WpHG. A review is limited primarily to making
inquiries of company personnel and applying analytical procedures and thus does not provide the assurance that we
could obtain from an audit of financial statements. In accordance with our engagement, we have not performed an
audit and, accordingly, we do not express an audit opinion.

Based on our review nothing has come to our attention that
causes us to believe that the interim condensed consolidated
financial statements have not been prepared, in all material
respects, in accordance with IFRSs on interim financial reporting as adopted by the EU and that the interim group management report has not been prepared, in all material respects,
in accordance with the provisions of the WpHG applicable to
interim group management reports.

Stuttgart, 9 August 2010
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft

Prof Dr Norbert Pfitzer
Wirtschaftsprüfer
(German Public Auditor)

Martin Matischiok
Wirtschaftsprüfer
(German Public Auditor)
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Financial calendar

(excerpt)
Interim report, 1st – 3rd quarter of 2010

11 November 2010

Annual report 2010

23 March 2011

Analyst and investor conference 2011

23 March 2011

Interim report, 1st quarter of 2011

12 May 2011

Annual general meeting 2011

17 May 2011

Interim report, 1st half year of 2011

11 August 2011

Interim report, 1st – 3rd quarter of 2011

10 November 2011

Subject to amendment. Other dates and updates can be found at www.celesio.com under Investor Relations/Financial Calendar.
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Forward-looking statements
This interim report contains forward-looking statements that
are based on the latest estimates made by the management
of future developments. Such statements are subject to
inherent risks and uncertainties. It lies beyond the powers
of Celesio to control or precisely estimate these risks and
uncertainties which can include future market conditions and
economic environment, state intervention, the behaviour of
other market players or the successful integration of corporate acquisitions and realisation of expected synergies.
Should one of these or another uncertainty or risk factor
eventuate or should the assumptions on which these forward-looking statements are made prove to be incorrect,
then the actual events could diverge significantly from the
explicit or implied events contained in the statements.
Celesio does not intend, nor does it assume any special
obligation, to update forward-looking statements to reflect
events or developments occurring after the publication of
this report.
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