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Applicant Description 
 

1. Provide the legal name(s) and address(es)of the applicant(s) 
Note: The term “applicant” for this purpose includes any person or individual with 
a ten percent or greater financial interest in the partnership or corporation or other 
comparable legal entity.  

 
The legal name of the applicant is Inland Northwest Renal Care Group, LLC. (“IN-RCG”), parent 
company – Fresenius Medical Care Holdings, Inc (“Fresenius”).  The legal name of the facility is 
Omak Dialysis Unit, also known as Fresenius Kidney Care Omak (“FMC Omak”). 

 
2. Identify the legal structure of the applicant (LLC, PLLC, etc) and provide the UBI 

number. 
 
IN-RCG and its parent company, Fresenius, are for-profit corporations (Inc.).  IN-RCG’s UBI 
number is 602-058-186. 

 
3. Provide the name, title, address, telephone number, and email address of the 

contact person for this application. 
 

Luca Chiastra 
Regional Vice President – Rocky Mountain Region 

Fresenius Medical Care 
5251 DTC Parkway Suite 500 
Greenwood Village, CO 80111 

303.712.1802 
Luca.Chiastra@fmc-na.com  

 
4. Provide the name, title, address, telephone number, and email address of the 

consultant authorized to speak on your behalf related to the screening of this 
application (if any). 

 
Frank Fox, PhD. 
Health Trends 

511 NW 162nd St,  
Shoreline, WA 98177 

206.366.1550 
fgf19702@aol.com  

 
5. Provide an organizational chart that clearly identifies the business structure of the 

applicant(s). 
 
IN-RCG is a subsidiary of Fresenius. Exhibit 1 contains a copy of the organizational chart for 
Fresenius Medical Care Holdings, Inc. depicting its relationship with IN-RCG and FMC Omak.  
 
 
 
 

 

mailto:Luca.Chiastra@fmc-na.com
mailto:fgf19702@aol.com
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6. Identify all healthcare facilities owned, operated by, or managed by the 
applicant.  This should include all facilities in Washington State as well as 
out-of-state facilities, and should identify the license/accreditation status of 
each facility. 

 
Fresenius, through Renal Care Group, Inc. and its subsidiaries, own and operate dialysis 
facilities throughout the Country. Information on these facilities and contact information for 
the State agencies are included in Exhibits 2 and 3, respectively.  
   
Renal Care Group, Inc. operates facilities in the Northwest and Washington State under 
three separate legal entities.  These entities include Inland Northwest Renal Care Group 
(IN-RCG), Pacific Northwest Renal Services (PNRS), and Renal Care Group of the 
Northwest, Inc. (RCGNW).  IN-RCG owns and operates facilities in Adams, Grant, 
Okanogan, Spokane and Stevens Counties in Washington, as well as facilities in Idaho.  
PNRS is jointly owned by RCGNW and Oregon Health Sciences University.  This entity 
owns and operates facilities in Oregon and Clark County, Washington.  RCGNW wholly 
owns facilities in Grays Harbor, Lewis, Mason, Thurston, and Pierce Counties as well as 
dialysis facilities in Alaska.  The Renal Care Group, Inc. facilities in Washington State 
include: 
 
Fresenius Aberdeen Dialysis Facility 
2012 Industrial Parkway [to be relocated; see CN#1627] 
Aberdeen, WA  98520 
 
The Aberdeen Dialysis facility is a 24-station dialysis facility offering in-center 
hemodialysis, home therapies and visitor dialysis. 

 
Fresenius Kidney Care PNRS Clark County Dialysis 
3921 S.W. 13th Ave. 
Battle Ground WA 98604 
 
The Battle Ground facility, located in Clark County, is a 24-station dialysis center offering 
in-center and all home therapies.  
 
Fresenius Chehalis Dialysis Facility 
500 SE Washington Street 
Chehalis, WA  98532 
 
The Chehalis Dialysis facility is a 12-station dialysis facility offering in-center 
hemodialysis, certified peritoneal dialysis and visitor dialysis.  
 
Fresenius Colville Dialysis Facility 
143-B Garden Homes Drive  
Colville, WA 99114  
 
The Colville Dialysis facility is an 8-station dialysis facility providing in-center 
hemodialysis, home training, and visitor dialysis.  
 
Fresenius Fort Vancouver Dialysis Facility 
312 SE Stonemill Drive, Suite 150 
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Vancouver, WA  98684 
 
Fresenius Ft. Vancouver is a 24-station dialysis facility. This facility serves residents 
residing in Clark County. This facility provides in-center hemodialysis, home dialysis and 
visitor dialysis.   
 
Fresenius Lacey Dialysis Facility 
719 Sleater-Kinney Rd. SE, Ste 152 
Lacey, WA  98503 
 
Fresenius Lacey is a 19-station facility offering in-center dialysis and visitor dialysis and it 
also provides inpatient dialysis on contract at Providence St. Peter Hospital.   
 
Fresenius Moses Lake Dialysis Facility 
847 E. Broadway Ave.  
Moses Lake, WA 98337 
 
The 26-station Moses Lake Dialysis Facility provides in-center hemodialysis, home 
dialysis and visitor dialysis.     
 
Fresenius Northpointe Dialysis Facility 
9351 N. Nevada St 
Spokane, WA  99218 
 
The Northpointe Dialysis Facility is a 24-station dialysis facility providing in-center 
hemodialysis and visitor dialysis.   
 
Fresenius Panorama Dialysis Facility 
822 S. Main 
Deer Park WA 99006 
 
The Panorama Dialysis Facility is a 5-station dialysis facility providing in-center 
hemodialysis, home training and visitor dialysis.   

 
Fresenius Omak Dialysis Facility 
800 Jasmine Street 
Omak, WA  98841 
 
The 15-station Omak Dialysis Facility provides in-center hemodialysis, peritoneal dialysis 
and visitor dialysis.   

 
Fresenius Leah Layne Dialysis Facility 
530 South 1st Avenue 
Othello, WA  99344 
 
Fresenius Leah Layne is an 8-station dialysis center in Adams County.  This center 
provides in-center hemodialysis, peritoneal dialysis and visitor dialysis.  
 
Fresenius North Pines Dialysis Facility 
1017 North Pines Road 
Spokane, WA  99206 
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The North Pines Dialysis Facility is a 20-station dialysis facility. The North Pines Dialysis 
facility provides in-center hemodialysis as well as visitor dialysis.   
 
Fresenius Salmon Creek Dialysis Facility 
9105 Highway 99, Suite 102 
Vancouver, WA  98665 
 
Fresenius Salmon Creek is a 16-station dialysis facility.  This facility serves residents 
residing in Clark County. Fresenius Salmon Creek provides in-center hemodialysis and 
visitor dialysis. 
 
Fresenius Shelton Dialysis Facility 
1930 N. Loop Rd 
Shelton, WA  98584 
 
The Shelton Dialysis Facility is a 6-station facility offering in-center hemodialysis and 
visitor dialysis. 
 
Fresenius Spokane Kidney Center 
610 S Sherman St #101 
Spokane, WA  99220 
 
The Spokane Kidney Center is a 27-station dialysis facility. This facility offers several 
modalities and provides in-center hemodialysis, in-center nocturnal dialysis, pediatric 
dialysis, inpatient dialysis, home dialysis training and backup and visitor dialysis. This 
facility is a regional resource serving residents residing in Spokane County and adjoining 
areas.   
 
Fresenius North Thurston County Dialysis Center 
8770 Tallon Lane NE 
Lacey, WA 98516 
 
The Thurston Dialysis Center is a 6-station dialysis facility offering in-center hemodialysis 
and peritoneal dialysis. This facility also offers home dialysis training and transplant 
support.  

 
Fresenius recently acquired five CHI-FH dialysis facilities in southern King and 
Pierce counties.  They include: 
 
Fresenius Kidney Care Gig Harbor 
St. Anthony Medical Building, Suite 101 
4700 Point Fosdick Drive 
Gig Harbor WA 
 
This center is a 12-station dialysis facility offering in-center hemodialysis and home 
hemodialysis. This facility also offers home dialysis training.   
 
Fresenius Kidney Care Puyallup 
702 South Hill Park Drive, Suite 105 
Puyallup WA 
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This center is a 12-station dialysis facility offering in-center hemodialysis. 
 
Fresenius Kidney Care East Tacoma 
1415 East 72nd Street, Suite E 
Tacoma WA 
 
This center is a 14-station dialysis facility offering in-center hemodialysis. 
 
Fresenius Kidney Care South Tacoma 
5825 Tacoma Mall Boulevard, Suite 103 
Tacoma WA 
 
This center is a 22-station dialysis facility offering in-center hemodialysis and is awaiting 
certification for peritoneal dialysis. 
 
Fresenius Kidney Care Mt. Rainier 
1717 S J St 
Tacoma WA 
 
This center is a 20-station dialysis facility offering in-center hemodialysis and peritoneal 
dialysis. 
 
In addition to the RCG facilities, Fresenius, through QualiCenters Inland Northwest, 
LLC (Qualicenters), also owns and operates other facilities in the Northwest and 
Washington State. Information for these facilities is detailed below: 

 
Columbia Basin Dialysis Center 
510 N. Colorado, Suite B 
Kennewick, WA  99336 
 
Columbia Basin Dialysis Center is a 13-station facility providing in-center hemodialysis, 
home dialysis training and backup and visitor dialysis. 

 
QCI Walla Walla  
307 W. Poplar, Suite 120 
Walla Walla, WA  99362  
 
QCI Walla Walla is a 16-station facility providing in-center hemodialysis, peritoneal dialysis 
training and backup and visitor dialysis.   
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Project Description 
 

1. Provide the name and address of the existing facility. 
 
The legal name of the applicant is Inland Northwest Renal Care Group, LLC. (“IN-RCG”), parent 
company – Fresenius Medical Care Holdings, Inc (“Fresenius”).  The legal name of the facility is 
Omak Dialysis Unit, also known as Fresenius Kidney Care Omak (“FMC Omak”). 
 
The address of the applicant is: 
 

Fresenius Medical Care 
5251 DTC Parkway Suite 500  
Greenwood Village, CO 80111 

 
The address of the existing facility, FMC Omak, is:   
  

800 Jasmine St.  
Ste 1  
Omak, Washington 98841 

 
2. Provide the name and address of the proposed facility.  If an address is not yet 

assigned, provide the county parcel number and the approximate timeline for 
assignment of the address. 

 
This question is not applicable.  This project requests expansion of an existing facility.   

 
3. Provide a detailed project description of the proposed project. 

 
Pursuant to Washington Administrative Code (“WAC”) 246-310-818, Special Circumstance Two 
Station Expansion, IN-RCG is requesting CN approval to expand its currently licensed sixteen1 
(16) station facility, FMC Omak, to an eighteen (18) station facility, increasing the number of in-
center stations in the Okanogan County Dialysis Planning Area by two (2) stations.  FMC Omak 
offers in-center hemodialysis, home hemodialysis and peritoneal dialysis training and support for 
dialysis patients, a dedicated isolation area, and a dedicated bed station.  FMC Omak also offers 
an evening shift, beginning after 5 pm, for dialysis patients. 
 
 

4. Identify any affiliates for this project, as defined in WAC 246-310-800(1). 
 
This question is not applicable. 

 
5. With the understanding that the review of a Certificate of Need application typically 

takes 6-9 months, provide an estimated timeline for project implementation, below: 
 

Event Anticipated Date 
Design Complete 4/2/19 
Construction Commenced 6/10/19 
Construction Completed 8/14/19 
Facility Prepared for Survey 10/7/19 

                                                           
1 14 general in-center stations, 1 permanent bed station, and 1 isolation station. 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
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6. Identify the date the facility is expected to be operational as defined in WAC 246-
310-800(12). 

 
The additional stations requested are expected to be operational by October 2019. 

 
7. Provide a detailed description of the services represented by this project.  For 

existing facilities, this should include a discussion of existing services and how 
these would or would not change as a result of the project.  Services can include 
but are not limited to: in-center hemodialysis, home hemodialysis training, 
peritoneal dialysis training, a late shift (after 5:00 pm), etc. 

 
FMC Omak offers in-center hemodialysis, home hemodialysis and peritoneal dialysis training and 
support for dialysis patients, a dedicated isolation area, and a dedicated bed station.  FMC Omak 
also offers an evening shift, beginning after 5 pm, for dialysis patients. 
 

8. Provide a general description of the types of patients to be served by the facility at 
project completion.   

 
This project requests expansion of FMC Omak’s existing services.  Therefore, FMC Omak will 
continue to serve patients and provide services described above in response #7.  
 

9. Provide a copy of the letter of intent that was already submitted according to WAC 
246-310-080. 

 
A copy of the letter of intent is included in Exhibit 4. 
 

10. Provide single-line drawings (approximately to scale) of the facility, both before and 
after project completion. Reference WAC 246-310-800(11) for the definition of 
maximum treatment area square footage.  Ensure that stations are clearly labeled 
with their square footage identified, and specifically identify future expansion 
stations (if applicable) 

 
Current and proposed single line drawings are included in Exhibit 5. 
 

11. Provide the gross and net square feet of this facility.  Treatment area and non-
treatment area should be identified separately (see explanation above re: maximum 
treatment area square footage). 

 
Please see Exhibit 5 for single line drawing.  The square footage for the facility is 6,453 gross 
square feet (“GSF”) and 6,234 net square feet (“NSF”).   

 
12. Confirm that the facility will be certified by Medicare and Medicaid.  If this 

application proposes the expansion of an existing facility, provide the existing 
facility’s Medicare and Medicaid numbers. 

 
FMC Omak is an existing facility certified by Medicare (# 50-2533) and Medicaid (# 
37096017001)   
  

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
http://app.leg.wa.gov/wac/default.aspx?cite=246-310-080
http://app.leg.wa.gov/wac/default.aspx?cite=246-310-080
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-800
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Certificate of Need Review Criteria 
 
A. Need (WAC 246-310-210) 
WAC 246-310-210 provides general criteria for an applicant to demonstrate need for 
healthcare facilities or services.  WAC 246-310-800 through WAC 246-310-833 provide 
specific criteria for kidney disease treatment center applications.  Documentation provided 
in this section must demonstrate that the proposed facility will be needed, available, and 
accessible to the community it proposes to serve. Some of the questions below only apply 
to existing facilities proposing to expand.  If this does not apply to your project, so state. 
 

1. List all other dialysis facilities currently operating in the planning area, as defined 
in WAC 246-310-800(15). 

 
Please see Table 1 below that presents dialysis provider(s) with certificate of need approved 
stations in the Okanogan County Dialysis Planning Area.   
 

Table 1.  Okanogan County Dialysis Planning Area Provider(s) 

NAME Station Count 
FMC Omak 16 

*14 general in-center stations, 1 permanent bed station, and 1 isolation station. 
 

2. Provide utilization data for the facilities listed above, according to the most recent 
Northwest Renal Network modality report.  Based on the standards in WAC 246-
310-812(5) and (6), demonstrate that all facilities in the planning area either:  
a) have met the utilization standard for the planning area;  
b) have been in operation for three or more years; or  
c) have not met the timeline represented in their Certificate of Need application. 

 
Table 2 below presents the utilization reported by Okanogan County Dialysis Planning Area 
providers according to the most recent Northwest Renal Network (“NWRN”) modality report (June 
30, 2018).  The standards in WAC 246-310-812(5) and (6) are not applicable as the current project 
requests two additional stations pursuant to WAC 246-310-818.  See our response to question 
#5 below that specifically addresses standards contained in WAC 246-310-818. 
 

Table 2.  Okanogan County Dialysis Planning Area Provider Utilization – 2Q2018 

Facility Number of 
Stations 

June 30, 2018 Number of 
Patients Per Quarterly In-

Center Data 

June 30, 2018 
Patients/ 
Station 

FMC Omak 15 60 4.00 
*Station count excludes 1 isolation station 
Source:  Northwest Renal Network Modality Reports, 6/30/18 
 

3. Complete the methodology outlined in WAC 246-310-812.  For reference, copies of 
the ESRD Methdology for every planning area are available on our website.  Please 
note, under WAC 246-310-812(1), applications for new stations may only address 
projected station need in the planning area where the facility is to be located, unless 
there is no existing facility in an adjacent planning area.  If this application includes 
an adjacent planning area, station need projections for each planning area must be 
calculated separately. 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-815
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-812
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-812
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-812
https://www.doh.wa.gov/LicensesPermitsandCertificates/FacilitiesNewReneworUpdate/CertificateofNeed/NeedMethodologies
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-812
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This question is not applicable as the current project request is to expand an existing facility by 
two additional stations pursuant to the Special Circumstances rules under WAC 246-310-818.   
 

4. For existing facilities, provide the facility’s historical utilization for the last three full 
calendar years.   

 
Table 3.  FMC Omak Historical Utilization. 

 CY2015 CY2016 CY2017 YTD2018 
(Jan-Sep) 

Total in-center stations 15 15 15 15 
Total in-center patients 45 49 56 60 
Total in-center treatments 6,701 6,959 7,946 6,453 
Total home patients 3 1 3 4 
Total home treatments 540 137 370 436 

 
5. For existing facilities proposing to add one or two stations under WAC 246-310-818, 

provide the facility’s historical utilization data for the most recent six months 
preceding the letter of intent period.  This data should be acquired from the 
Northwest Renal Network. 

 
See Table 4 below for FMC Omak’s historical utilization during the April 2018 to September 2018 
time period (six months preceding the letter of intent period in October 1, 2018).  The NWRN’s 
modality reports only present utilization on a quarterly basis, but standards under WAC 246-310-
818(1) and (5) requires data “for the most recent six consecutive month period”.   Therefore, 
internal monthly data was prepared to demonstrate that FMC Omak meets the applicable criteria 
and relevant occupancy standards under WAC 246-310-818 for each of the 6 months required. 
The NWRN does not have monthly data on utilization by facility. 
 

Table 4.  FMC Omak Utilization, April 2018 – September 2018 
 
 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 
Total in-center 
stations 

15 15 15 15 15 15 

Total in-center 
patients 

57 59 61 61 62 64 

Patients per Station 3.80 3.93 4.07 4.07 4.13 4.27 
 
According to WAC 246-310-818 (1)(a)-(b), in order for a Okanogan County Dialysis Planning Area 
facility to be eligible for a 2+ station expansion under the ‘Special Circumstances’ review, the 
facility must have operated above a 3.5 patient per station occupancy for the most recent six 
months preceding the letter of intent period.  As Table 4 above demonstrates, FMC Omak meets 
the occupancy standard under WAC 246-310-818 (1)(a)-(b). 
 
According to WAC 246-310-818 (5)-(6), in order for a Okanogan County Dialysis Planning Area 
facility to be eligible for a 2+ station expansion under the ‘Special Circumstances’ review, the 
owner of the facility must not have any other facilities operational in the Planning Area below a 
3.0 patient per station occupancy standard for the most recent six months preceding the letter of 
intent period.  Given IN-RCG does not have any other facilities operational in the Okanogan 
County Dialysis Planning Area, FMC Omak meets the standard under WAC 246-310-818 (5)-(6). 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-818
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Further, based on WAC 246-310-818 (7)-(8), in order for a Okanogan County Dialysis Planning 
Area facility to be eligible for a 2+ station expansion under the ‘Special Circumstances’ review, 
the facility must operate above a 3.0 patient per station occupancy for the most recent six months 
preceding the letter of intent period, even if two additional stations are added to the existing CN-
approved station count.  See Table 5 below for the calculations following application of this rule 
to FMC Omak demonstrating it meets the occupancy standard under WAC 246-310-818 (7)-(8). 
 

Table 5.  FMC Omak Occupancy With Additional Station Count Under WAC 246-310-818 
(7)-(8), April 2018 – September 2018 

 
 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 
Total in-center stations 
(Current Station Count 
Plus Two According to 
WAC 246-310-818 (7)-(8)) 

17 17 17 17 17 17 

Total in-center patients 57 59 61 61 62 64 
Patients per Station 3.35 3.47 3.59 3.59 3.65 3.76 

*Station count excludes 1 isolation station 
 

6. Provide projected utilization of the proposed facility for the first three full years of 
operation.  For existing facilities, also provide the intervening years between 
historical and projected.  Include all assumptions used to make these projections. 

 
Table 6 below presents the projected utilization at FMC Omak. Given the two additional stations 
are anticipated to become operational by October 2019, the first full year of operation will be 
CY2020.  January to September 2019 utilization is based on September 2018 patient count with 
the current in-center station count at fifteen (15) stations.  Modest incremental growth for in-center 
and home patients is assumed when new station becomes operational (October 2019) and 
subsequent years.  It is assumed the number of treatments per patient is 144 treatments per year. 
 

Table 6.  FMC Omak Utilization Forecast, 2019 - 2022 

 Jan - Sep 
2019 

Oct – Dec 
2019 

Full Year 1 
(2020) 

Full Year  2 
(2021)  

Full Year 3 
(2022) 

Total in-center 
stations 

15 17 17 17 17 

Total in-center 
patients 

64 65 68 69 69 

Total in-center 
treatments 

 6,912   2,340   9,792   9,936   9,936 

Total home patients 4 4 4 4 4 
Total home 
treatments 

 432   144   576   576   576  
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7. For existing facilities, provide patient origin zip code data for the most recent full 
calendar year of operation. 

 
Please see the table below.  
 

 
Source:  Applicant – CY2017 
 

 
8. Identify any factors in the planning area that could restrict patient access to dialysis 

services. WAC 246-310-210(1), (2). 
 
Patient access is critical to improving the health and quality of life of our patients.  But patient 
access is multi-faceted and not simply represented by the aggregate number of stations available.  
Patients require access to the specific treatment modality and convenient hours of operation that 
meet their individual clinical and personal needs.  Further, continuity of care with the same 
physician and dialysis care team is often integral to addressing patients’ care need. However, this 
is especially challenging for residents currently receiving care at FMC Omak given the high 
occupancies over the past few months, as demonstrated above in Table 4.   
 
Patients with limited financial means also face additional barriers to care due to the financial 
burden of out-of-pocket expenses. However, IN-RCG strives to address this issue for our patients 
when needed by providing charity in all of our Washington facilities, including FMC Omak.  A copy 
of our charity care policy is contained in Exhibit 6.   
 
 

9. Identify how this project will be available and accessible to low-income persons, 
racial and ethnic minorities, women, mentally handicapped persons, and other 
under-served groups. WAC 246-310-210(2) 

 
All individuals identified as needing dialysis services will continue having access to FMC Omak. 
FMC Omak’s admission policies prohibits discrimination on the basis of race, income, ethnicity, 
sex or handicap.  A copy of the admission policy is contained in Exhibit 7.   
 
A copy of our charity care policy is contained in Exhibit 6.   
 

Zip Code Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17
49120 1 1 1 1 1 1 1 1
92507 1 1
98233 1
98270 1
98812 4 5 5 5 4 4 4 4 5 5 5 5
98813 3 3 3 4 4 4 4 4 5 5 5 5
98819 1 1 1 1 1 1 1 1 1 1 1
98829 1 1 1 2 2 2 2 2 2 2 2 2
98840 9 10 10 10 11 12 11 11 11 11 11 11
98841 20 20 21 23 24 25 23 22 22 23 23 24
98844 3 2 2 2 2 1 1 2 2 2 2 2
98848 1
98849 2 2 2 2 2 2 2 2 3 3 2 2
98855 4 3 3 3 3 4 4 4 5 5 6 6
98862 1 1 1 1 1 1 1 2 2
99115 1 1 1 1 1 1 1 1 1 1 1 1
99133 1 1 1 1
99204 1 1 1 1 1 1 1 1

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
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10. If this project proposes either a partial or full relocation of an existing facility, 
provide a detailed discussion of the limitations of the current site consistent with 
WAC 246-310-210(2). 

 
This project does not entail either a partial or full relocation.  Therefore, this question is not 
applicable. 
 

11. If this project proposes either a partial or full relocation of an existing facility, 
provide a detailed discussion of the benefits associated with relocation consistent 
with WAC 246-310-210(2). 

 
This project does not entail either a partial or full relocation.  Therefore, this question is not 
applicable. 
 

12. Provide a copy of the following policies: 
• Admissions policy 
• Charity care or financial assistance policy 
• Patient Rights and Responsibilities policy 
• Non-discrimination policy 
• Any other policies directly associated with patient access (example, 

involuntary discharge) 
 
A copy of the admission policy is contained in Exhibit 7.  FMC Omak’s admission policy includes 
language regarding non-discrimination, including prohibiting discrimination on the basis of race, 
income, ethnicity, sex or handicap. 
 
A copy of our charity care policy is contained in Exhibit 6.   
 
 
  

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-210
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B. Financial Feasibility (WAC 246-310-220) 
Financial feasibility of a dialysis project is based on the criteria in WAC 246-310-220 and 
WAC 246-310-815. 

 
• Provide documentation that demonstrates the immediate and long-range capital and 

operating costs of the project can be met. This should include but is not limited to: 
• Utilization projections.  These should be consistent with the projections provided 

under the Need section.  Include all assumptions. 
• Pro Forma financial projections for at least the first three full calendar years of 

operation.  Include all assumptions. 
• For existing facilities proposing a station addition, provide historical revenue and 

expense statements, including the current year.  Ensure these are in the same format 
as the pro forma projections.  For incomplete years, identify whether the data is 
annualized. 

 
 

Please see Exhibit 8A for historical FMC Omak expense and revenue statements.  Exhibit 8B 
includes the required pro forma financial statements. Exhibit 8B also provides key financial pro 
forma assumptions and sources of information used to prepare the projections, including staffing 
and salaries, wages, and benefits assumptions. 
 
Utilization projections, including the assumptions used to derive the forecasts, are presented and 
discussed in Table 6 above and surrounding text. 

 
 

1. Provide the following agreements/contracts: 
• Management agreement.   
• Operating agreement 
• Medical director agreement 
• Development agreement 
• Joint Venture agreement 

 
Note, all agreements above must be valid through at least the first three full 
years following completion or have a clause with automatic renewals. 

 
A medical director agreement is included in Exhibit 9. 
 
All other agreements listed above are not applicable to the current expansion request. 

 
 

2. Provide documentation of site control.  This could include either a deed to the 
site or a lease agreement for the site.  If a lease agreement is provided, the terms 
must be for at least five years following project completion. 

 
Included in Exhibit 10A is the lease agreement between IN-RCG (“TENANT”) and Okanogan 
County Public Hospital No. 3 (“LANDLORD”).  Exhibit 10B contains parcel information from the 
Okanogan County Assessor’s Office indicating Okanogan County Public Hospital No. 3 
(LANDLORD) is the owner of the property. 

 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-815
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3. Provide county assessor information and zoning information for the site.  If 
zoning information for the site is unclear, provide documentation or letter from 
the municipal authorities showing the proposed project is allowable at the 
identified site. 

 
This question is not applicable.  FMC Omak is an existing facility and the proposed project does 
not constitute a site relocation. 
 

4. Complete the table below with the estimated capital expenditure associated with 
this project.  Capital expenditure for the purposes of dialysis applications is 
defined under WAC 246-310-800(3).  If you have other line items not listed below, 
include the definition of the line item.  Include all assumptions used to create 
the capital expenditure estimate. 
 

Table 7.  FMC Omak Capital Expenditures, by Type  
 

Item Cost 
a. Land Purchase $ 
b. Utilities to Lot Line $ 
c. Land Improvements $ 
d. Building Purchase $ 
e. Residual Value of Replaced Facility $ 
f. Building Construction  $246,369  
g. Fixed Equipment (not already included in the 
    construction contract) 

 $20,691  

h. Movable Equipment  $5,572  
i. Architect and Engineering Fees $21,237 
j. Consulting Fees $ 
k. Site Preparation $ 
l. Supervision and Inspection of Site $ 

 
 

Item  (continued) Cost 
m. Any Costs Associated with Securing the Sources of 
Financing (include interim interest during construction) 

 

n. Washington Sales Tax $ 
         1.  Land $ 
         2.  Building  $18,184  
         3.  Equipment  $2,154 
o. Other Project Costs (Fees) $10,000 
Total Estimated Capital Expenditure $324,207 

 
5. Identify the entity responsible for the estimated capital costs identified above.  

If more than one entity is responsible, provide breakdown of percentages and 
amounts for all. 

 
Fresenius is the sole applicant and entity responsible for the estimated capital costs identified 
above. 

 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-803
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6. Provide a non-binding contractor’s estimate for the construction costs for the 
project. 

 
A non-binding contractor estimate for the construction costs is included in Exhibit 11. 

 
7. Provide a detailed narrative regarding how the project would or would not 

impact costs and charges for services. WAC 246-310-220. 
 
This project has no impact on either charges or payment, as reimbursement for kidney dialysis 
services is based on a prospective composite per diem rate. In the case of government payers, 
reimbursement is based on CMS (Center for Medicaid and Medicare) fee schedules which have 
nothing to do with capital expenditures by providers such as Fresenius. In the case of private 
sector payers, Fresenius negotiates national, state, and regional contracts with payers. These 
negotiated agreements include consideration/negotiation over a number of variables, including 
number of covered lives being negotiated; the provider’s accessibility, including hours of 
operation; quality of care; the provider’s patient education and outreach; its performance 
measures such as morbidity and/or mortality rates; and increasingly, consideration of more broad 
performance/quality measures, such as the CMS Quality Incentive Program (“QIP”) Total 
Performance Score (“TPS”).2    
 
Fresenius does not negotiate any of its contracts at the facility-level, thus, the capital costs 
associated with the proposed FMC Omak expansion would have no impact on payer negotiations 
or levels of reimbursement.  In this regard, facility-level activities, such as number of FTEs, 
operating expenses or capital expenditures have no effect on negotiated rates, since such 
negotiations do not consider facility-level operations.  As such, the proposed FMC Omak 
expansion will have no effect on rates Fresenius would receive in the Okanogan County Dialysis 
Planning Area.   
 

8. Provide documentation that the costs of the project, including any construction 
costs, will not result in an unreasonable impact on the costs and charges for 
health services in the planning area.  WAC 246-310-220. 

 
See our response above for an explanation of the basis for Fresenius reimbursement.  As 
described above, Fresenius does not negotiate any of its contracts at the facility-level, thus, the 
capital costs associated with the proposed FMC Omak expansion will have no impact on payer 
negotiations or levels of reimbursement. 
 
As a follow-up to this question regarding impacts on costs, charges and reimbursement, and what 
elements make up reimbursement, which is what the question focuses on, it should be noted that 
CMS has implemented QIP with the express purpose of linking payment for care directly to 
providers’ performance on quality of care measures.3  Over time, all payers will adapt some or all 
of these same standards, and will increasingly tie reimbursement to TPS measures.  
                                                           
2 Please see:  http://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/ESRDQIP/ 
3 As stated on the CMS website, referenced above, the ESRD QIP will reduce payments to ESRD facilities that do 
not meet or exceed certain performance standards. The maximum payment reduction CMS can apply to any 
facility is two percent. This reduction will apply to all payments for services performed by the facility receiving the 
reduction during the applicable payment year (PY). Payment reductions result when a facility’s overall score on 
applicable measures does not meet established standards. CMS publicly reports facility ESRD QIP scores; these 
scores are available online on Dialysis Facility Compare.   

 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
http://www.medicare.gov/DialysisFacilityCompare/search.html
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9. Provide the projected payer mix by revenue and by patients using the example 
table below.  If “other” is a category, define what is included in “other.”   

 
Table 8.  FMC Omak Dialysis Center, Projected Payer Mix, by Revenue and by Patient  

Payor Class Mix based on 
Treatments 

Mix based on 
Revenue 

MEDICARE 72.2% 63.8% 
COMMERCIAL 0.0% 0.1% 

MEDICAID 7.7% 5.8% 
MEDICARE ADV 4.7% 5.8% 
MEDICAID RISK 8.9% 10.2% 

MISC INS 5.8% 10.4% 
SELF PAY 0.7% 0.9% 

*Based on FMC Omak’s 2018 actuals 
 

10. If this project proposes the addition of stations to an existing facility, provide 
the historical payer mix by revenue and patients for the existing facility.  The 
table format should be consistent with the table shown above. 

 
The project’s projected payer mix is based on FMC Omak’s 2018 actuals. Therefore, the historical 
payer mix is reported in Table 8 above. 

 
11. Provide a listing of all new equipment proposed for this project. The list should 

include estimated costs for the equipment.  If no new equipment is required, 
explain. 

 
Please see the table below.  
 

Equipment Description Quantity Price per 
Unit Total  Cost 

Office Furniture/Artwork 1 $500 $500 
Computer Equipment 1 $1,500 $1,500 
TV's 2 $2,225.00 $4,450 
Dialysis Chairs 2 $2,036 $4,072 
Project Water Treatment Equipment 1 $11,241 $11,241 
Telephone System 1 $4,500 $4,500 
Sales Tax 8.20%   $2,154 
Total     $28,417 

 
12. Provide a description of any equipment to be replaced, including cost of the 

equipment, and salvage value (if any) or disposal, or use of the equipment to be 
replaced. 

 
No equipment will be replaced as a result of this project.  
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13. Identify the source(s) of financing (loan, grant, gifts, etc.) and provide 

supporting documentation from the source.  Examples of supporting 
documentation include: a letter from the applicant’s CFO committing to pay for 
the project or draft terms from a financial institution.   

 
If this project will be debt financed through a financial institution, provide a 
repayment schedule showing interest and principal amount for each year over 
which the debt will be amortized. WAC 246-310-220 

 
IN-RCG will use existing reserves from its parent company, Fresenius, to fund this project.  Exhibit 
12 includes a letter from Mr. Mark Fawcett, Senior Vice President - Finance, attesting to the 
availability of funds and a commitment to this project  

 
14. Provide the applicant’s audited financial statements covering at least the most 

recent three years. WAC 246-310-220 
 
Audited financial statements for Fresenius, the parent company, are included in Exhibit 13.   
 
  

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-220
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C. Structure and Process (Quality) of Care (WAC 246-310-230) 
1. Provide a table that shows FTEs [full time equivalents] by category for the 

proposed facility.  If the facility is currently in operation, include at least the last 
three full years of operation, the current year, and the first three full years of 
operation following project completion.  There should be no gaps in years.  All 
staff categories should be defined. 

 
Three-year historical and projected FTE staffing, by position and clinical setting, is provided below 
in Table 9.  Table 9 includes productive FTEs only. 
 

Table 9.  FMC Omak, Current and Proposed Staffing, by FTE and Position 

 
Source:  Applicant 
 

 
2. Provide the assumptions used to project the number and types of FTEs 

identified for this project. 
 
Information and assumptions used to prepare Table 9 include:  

• The wage and salary figures are based on FMC Omak actuals.   They are held constant 
over the forecast period.   

• It is assumed a FTE (“full time equivalent”) employee works 2,080 hours per year.  
• Non-productive hours are estimated at 10% of productive hours, based on FMC 

experience.  
• Benefits are calculated at 31.9% of wages and salaries based on FMC Omak actuals.  
• The staff to patient ratio matrix below was used to construct minimum FTE counts for the 

projection years based on future patient counts presented in Table 6.  In the cases 
where the current FTE count is greater than the FTE based on the ratios below, then the 
current FTE count was used. 

 
 
 

Productive FTEs, by Type 2015 2016 2017
2018                     

(Current) 2019 2020 2021 2022
In-Center FTE's
Nurse Manager 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Outpatient RN 2.0 2.0 3.0 3.0 3.3 3.4 3.5 3.5
Patient CareTechnician 5.0 6.0 7.0 6.3 8.1 8.5 8.6 8.6
Equipment Technician 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Social Worker 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6
Dietician 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6
Secretary 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75
Subtotal 10.6 11.6 13.6 12.8 15.0 15.5 15.7 15.7
Home FTE's
Home Manager 0.15 0.15 0.15 0.2 0.2 0.2 0.2 0.2
Home RN 0.15 0.15 0.15 0.2 0.2 0.2 0.2 0.2
Home Other 0 0 0 0 0 0 0 0
Subtotal 0.3 0.3 0.3 0.4 0.4 0.4 0.4 0.4
Total 10.9 11.9 13.9 13.2 15.4 15.9 16.1 16.1

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230
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Staff to Patient Ratios 
(FTE Staff) 

PCT  (1) 1:8 

RN (2) 1:20 
Equipment 
Technician (3) 

1:125 

Social Worker (3) 1:125 

Dietician (3) 1:125 

Secretary (3) 1:125 

 Nurse Manager (4) 1 

 Home RN 1:20 
(1) A PCT works two shifts of patients each day, with 4 patients per shift. 
(2) A RN works two shifts of patients per day, with 10 patients per shift. 
(3) These FTEs are staffed based on staff-to-patient ratios identified in the table. 
(4) The Center for Medicare and Medicaid (“CMS”) requires that a dialysis facility be 

staffed with one FTE manager, irrespective of size of the facility or number of patients. 
 

3. Identify the salaries, wages, and employee benefits for each FTE category. 
 
Salary and benefit information, by FTE category and clinical setting, is contained in the pro forma 
financials (Exhibit 8B).    

 
4. Provide the name and professional license number of the current or proposed 

medical director. If not already disclosed under 210(1) identify if the medical 
director is an employee or under contract. 

 
FMC Omak contracts with Dr. Maria Rojas for medical director services.  Dr. Rojas’ npi number 
is 1942400700.  A copy of the Medical Director agreement is included in Exhibit 9.   

 
5. Identify key staff, if known. (nurse manager, clinical director, etc.) 

 
FMC Omak employs Criss Newell as its nurse manager (RN00141945). 

 
6. For existing facilities, provide names and professional license numbers for 

current credentialed staff. 
 
Please see Table 10 below. 
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Table 10.  Names and License Numbers of Current Staff at FMC Omak 

Name License 
Number 

License Name 
(Type) 

Criss Newell  RN00141945 RN 
Labrie Gunn RN60673617 RN 

Madeline Jenkins RN00097988 RN 
Anna Flegel RN00116331 RN 
Pedro Suazo N/A PCT 

Amanda Axtell N/A PCT   
Heather Geier N/A PCT  

Amanda Mathis N/A PCT 
Tyler Lindy N/A Secretary 

Georgia Rigler LW60471868 MSW 
Andrea Smith DI00001139 RD 

Shantilly Surgeon N/A PCT 
Amber Utt N/A PCT  

Ashley Ward N/A PCT 
Johannes Cater N/A Biomed 

 

7. Describe your methods for staff recruitment and retention.  If any barriers to 
staff recruitment exist in the planning area, provide a detailed description of 
your plan to staff this project. 

 
FMC Omak is an operational dialysis facility, which is staffed with qualified clinical and support 
personnel.   Table 9 provides the number of current and proposed FTEs, by type. By virtue of our 
geographic location, we anticipate recruiting additional staff from Okanogan County as well as 
from neighboring counties in the region. To be effective in staff recruitment and retention, IN-RCG 
offers competitive wage and benefit packages.  Further, to ensure that we have adequate staff 
across all our facilities in Washington, we have built a local float pool of WA Licensed Patient 
Care Techs and RN’s to ensure we have coverage for patient care.  Fresenius also has an internal 
staffing agency, Fresenius Travel, in which we can request assistance.   We also have the 
capability of using outside staffing agencies to fill critical needs. 
 
For the above reasons, IN-RCG believes that we will be successful in recruiting additional 
qualified, core staff to provide and promote quality of care at FMC Omak.   

 
8. Provide a listing of proposed ancillary and support agreements for the facility.  

For existing facilities, provide a listing of the vendors.   
 
Please see Table 11 below. 
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Table 11.  List of Ancillary and Support Vendors for FMC Omak 

NAME Service 
AIR GAS-NOR PAC oxygen 
ARTISTIC DRAPIES DRAPERIES 
ASD HEALTHCARE HEPARIN 
ASD WORLDWIDE FULFILLMENT MED SUPPLIES 
AT&T PHONE 
BC GROUP INTERNATIONAL UTILITIES 
BECKS COMMUNICATIONS UTILITIES 
BEST WESTERN PEPPERTREE OMAK INN Hospitality  
BETTERWATER Water 
CALEM MEDICAL INC. equipment 
CARSTENS CHART SUPPLIES 
CDW DIRECT (COMPUTERS) Computers 
CHAMPION MANUFACTURING (CHAIRS) Furniture  
CHARTER Utilities 
CHG Medical Staffing Travel Staff 
CINTAS Lab Services 
CITY OF OMAK Utilities 
City Wide Maintenance Janitor services 
CLIA LABORATORY USER FEE Janitor services 
CONFLUENCE HEALTH MEDICAL DIRECTOR EXP 
CULLIGAN Water 
DELL (ERS) Computers 
DELL MARKETING LP Computers 
DEPT. OF HEALTH Regulation  
DIRECT TV CABLE 
DON KRUSE ELECTRIC ELECTRICAL 
FEDEX Mailing 
FIFTH THIRD BANK FINANCIAL 
FIRE SYSTEMS WEST Fire Prevention 
FIRST CHOICE SERVICES COFFEE 
FRONTIER UTILITIES 
GRAINGER Supplies 
GRANITE UTILIIES 
GRAYS HARBOR SERVICE 
HARRINGTON PLASTICS SUPPLIES 
HELMER MEDICATION REFRIGERATORS REFRIGATORS 
HENRY SCHEIN, INC. Supplies 
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ISO PURE Water 
J&R DRAIN CLEANING PLUMBING 
JCB  lab supplies 
JW ELEMER CONSTRUCTION CONSTRUCTION 
LAFFERTY SELF STORAGE STORAGE 
LANGUAGE LINE Translation  
LEXMARK COPIER 
MAR COR PURIFICATIONS Equipment  
MASCO PETROLEUM Diesel 
MASSMUTUAL ASSET FINANCE FINANCIAL 
MEDICAL SOLUTIONS Supplies 
MESA LABORATORIES Lab Services 
METRO MEDICLA SUPPLY WHOLESALE MED SUPPLIES 
METROPOLITAN UTILITIES 
MID VALLEY HOSPITAL LEASE 
MOUTAIN WEST POLYMERS Supplies 
MYRON CO Supplies 
NATIONAL COMMUNICATIONS UTILITILIES 
NCSI NATIONAL COMMUNICATIONS INC UTILITIES 
NORTHWEST VIAL RECORDS RECORDS STORAGE 
OKANOGAN COUNTY PUBLIC HOSPITAL SERVICE 
OKANOGAN COUNTY PUD NO 1 Utilities Water 
OMAK INN Hospitality  
ORKIN EXTERMINATION CO PEST CONTROL 
OXARC oxygen 
PETE PETERSON MAINTANCE 
PROLINE CONCRETE CUTTING LLC MAINTENANCE 
RENAL CARE GROUP NW RENT EXPENSE 
RNR GROUP HOLDINGS FINANCIAL 
SHRED-IT RECORDS DESTRUCTION 
SOMETHING ELSE DELI Hospitality  
SPOKANE PRINCESS PROPERTIES Hospitality  
STAMPS POSTAGE 
STANLEY ACCESS TECH/DOOR DOOR 
STANLEY SECURITY SECURITY SERVICE 
STAPLES Office Supplies 
STERICYCLE (BIO-HAZARD) Bio Hazard 
Stoneman's(Thriftway) Grocery/ Supplies 
SUPERIOR BUILDING SERVICE INC Building/ Construction Services 
TCMS (HVAC SERVICES) HVAC Services 
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TELEHEALTH (TV'S) TV supply 
TEREMINIX PEST CONTROL 
THORCO ELECTRICAL CONSTRUTION ELECTRICAL 
THORCO INC Supplies 
TMP WORLDWIDE RECRUITING 
TRULY NOLEN PEST CONTROL 
ULINE medical supplies  
ULTIMATE SERVICE ASSOCIATIONS GENERATOR 
UPS MAIL 
US BANK NATIONAL ASSOCIATION PROFRESSIONAL DEVELOPMENT 
USPS MAIL 
WA Dept. of Health Regulation  
WESTROCK SOLID WASTE 
WHITLEY FUEL FUEL 
WOODWORTH CAPITAL, INC LEASE 

9. For existing facilities, provide a listing of ancillary and support service vendors 
already in place. 

 
Please see our response above for a list of ancillary and support service vendors already in place. 

 
10. For new facilities, provide a listing of ancillary and support services that will be 

established. 
 
FMC Omak is an existing facility.  Therefore, this question is not applicable. 
 

11. Provide a listing of ancillary and support services that would be provided on 
site and those provided through a parent corporation off site. 

 
All patient care and support services except senior management, financial, legal, planning, 
marketing, architectural/construction and research and development are provided on-site at each 
clinic. 
 

12. Identify whether any of the existing ancillary or support agreements are 
expected to change as a result of this project. 

 
There are no anticipated changes to the existing ancillary or support agreements as a result of 
this project. 

 
13. If the dialysis center is currently operating, provide a listing of healthcare 

facilities with which the dialysis center has working relationships. 
 

Please see Exhibit 14. 
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14. For new a new facility, provide a listing of healthcare facilities that the dialysis 
center would establish working relationships. 

 
FMC Omak is an existing facility.  Therefore, this question is not applicable. 

 
15. Clarify whether any of the existing working relationships would change as a 

result of this project. 
 

There are no anticipated changes expected as a result of this project. 
 

16. Fully describe any history of the applicant concerning the actions noted in 
Certificate of Need rules and regulations WAC 246-310-230(5)(a). If there is such 
history, provide documentation that the proposed project will be operated in a 
manner that ensures safe and adequate care to the public to be served and in 
conformance with applicable federal and state requirements.  This could include 
a corporate integrity agreement or plan of correction.   

 
The applicant has no history with respect to the actions noted in WAC 246-310-230(5)(a). 

 
 

17. Provide documentation that the proposed project will promote continuity in the 
provision of health care services in the planning area, and not result in an 
unwarranted fragmentation of services. WAC 246-310-230  

 
The proposed project promotes continuity of care as it seeks to expand FMC Omak’s existing 
dialysis care services.  Further, we have provided documentation that FMC Omak has met all 
standards contained in WAC 246-310-818, demonstrating ‘Special Circumstance’ evident by the 
high demand for the facility’s services and warranting approvable for expansion of 2 additional 
stations. 
 

18. Provide documentation that the proposed project will have an appropriate 
relationship to the service area's existing health care system as required in WAC 
246-310-230. 

 
FMC Omak has an established relationship with the community and other health care providers 
in the area.  Additional stations will not only ensure timely access to dialysis services, but it will 
also realize increased efficiency and economies of scale.   
 
See Exhibit 14 for FMC Omak’s transfer agreement with Regency Omak Rehabilitation and 
Nursing Center. 
 
 
 
 
 
 
 
 
 

 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-230
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19. Provide documentation to verify that the facility would be operated in 
compliance with applicable state and federal standards.  The assessment of the 
conformance of a project to this criterion shall include, but not be limited to, 
consideration as to whether: 
a. The applicant or licensee has no history, in this state or elsewhere, of a 

criminal conviction which is reasonably related to the applicant's 
competency to exercise responsibility for the ownership or operation of a 
health care facility, a denial or revocation of a license to operate a health 
care facility, a revocation of a license to practice a health profession, or a 
decertification as a provider of services in the Medicare or Medicaid program 
because of failure to comply with applicable federal conditions of 
participation; or 

 
The applicant has no history with actions noted above or in WAC 246-310-230 (5) (a). 

 
b. If the applicant or licensee has such a history, whether the applicant has 

affirmatively established to the department's satisfaction by clear, cogent 
and convincing evidence that the applicant can and will operate the 
proposed project for which the certificate of need is sought in a manner that 
ensures safe and adequate care to the public to be served and conforms to 
applicable federal and state requirements. 

 
This question is not applicable.  Both IN-RCG and Fresenius have proven track 
records in complying with applicable state and federal rules and regulations.   
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D. Cost Containment (WAC 246-310-240) 
1. Identify all alternatives considered prior to submitting this project.   

 
The following three options were evaluated in the alternatives analysis: 
 

• Option One: Add two (2) stations to the existing facility—The Project 
 

• Option Two: Postponing the request—Do Nothing 
 

• Option Three:  Add one (1) stations to the existing facility 
 

• Option Four:  Add four (4) stations to the existing facility 
 
2. Provide a comparison of the project with alternatives rejected by the applicant.  

Include the rationale for considering this project to be superior to the rejected 
alternatives.  Factors to consider can include, but are not limited to: patient 
access to healthcare services, capital cost, legal restrictions, staffing impacts, 
quality of care, and cost or operation efficiency.   

 
Please see Tables 12-15, respectively. They provide a summary of advantages and 
disadvantages of each of the three options based on the following evaluative criteria:  
Promoting availability, or access to healthcare services; Promoting Quality of Care; 
Promoting Cost and Operating Efficiency; and Legal Restrictions.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-240
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Table 12. Alternatives Analysis: Promoting Access to Healthcare Services. 
 

Option: Advantages/Disadvantages: 

Option One 
Add two (2) 
stations to the 
existing facility—
The Project  

• Adds additional dialysis stations to the Planning Area, as 
warranted by WAC 246-310-818. (Advantage (“A”))     

• Residents of the Planning Area will be better able to 
access needed facility dialysis services and would not be 
forced to out-migrate to other facilities outside the 
planning area--improves access. (A) 

• Given FMC Omak is an existing facility, this Option would 
provide immediate access. (A) 

Option Two 
Do nothing 

• Would do nothing to improve access (Disadvantage 
(“D”)).   

• Outmigration would increase (D). 
Option Three 
Add one (1) 
stations to the 
existing facility 

• Similar advantages as Option One.  However, it may not 
be enough additional capacity to meets the needs of 
current and future patients at the existing facility.  (Neutral 
(“N”)) 

• From a comparative perspective, Option Three is inferior 
to Option One in terms of patient access because of low 
station count. (D) 
 

Option Four 
Add four (4) 
stations to the 
existing facility 

• Adds additional dialysis stations to the Planning Area, as 
warranted by WAC 246-310-812. (A)     
 

 

Table 13. Alternatives Analysis: Promoting Quality of Care. 
 

Option: Advantages/Disadvantages: 

Option One 
Add two (2) 
stations to the 
existing facility—
The Project  

• Adds additional dialysis station capacity as warranted by 
WAC 246-310-818. This promotes access, reduces 
fragmentation, thus, promotes quality (A). 

• Residents of the Planning Area would have increased 
dialysis station capacity--this improves quality of care 
inasmuch as it improves continuity of care (A). 

Option Two 
Do nothing 

• Planning Area residents will need to out-migrate to 
receive care, and do so in increasing numbers without 
added capacity.  As such, patient care will be fragmented, 
which harms access and quality of care (D) 

Option Three 
Add one (1) 
stations to the 
existing facility 

• Similar advantages to Option One.  However, from a 
comparative perspective, Option Three is inferior to 
Option One as it does not provide as much capacity as 
warranted by WAC 246-310-818. (N) 

Option Four 
Add four (4) 
stations to the 
existing facility 

• Adds additional dialysis station capacity as warranted by 
WAC 246-310-812. This promotes access, reduces 
fragmentation, thus, promotes quality (A). 

• Residents of the Planning Area would have increased 
dialysis station capacity--this improves quality of care 
inasmuch as it improves continuity of care (A). 
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Table 14. Alternatives Analysis: Promoting Cost and Operating Efficiency. 

 

 
 

Table 15. Alternatives Analysis: Legal Restrictions. 
 

Option: Advantages/Disadvantages: 

Option One 
Add two (2) 
stations to the 
existing facility—
The Project  

• This option requires certificate-of-need approval. 

Option Two 
Do nothing 

• There are no legal implications with this option. 

Option Three 
Add one (1) 
stations to the 
existing facility 

• This option requires certificate-of-need approval. 

Option Four 
Add four (4) 
stations to the 
existing facility 

• This option requires certificate-of-need approval. 

 
 

Option: Advantages/Disadvantages: 

Option One 
Add two (2) 
stations to the 
existing facility—
The Project  

• Approval of the expansion project request will allow for the 
facility to optimize its capacity and achieve corresponding 
economies of scale. (A) 

• Would not require re-location of supplies and equipment, 
minimizing impact on existing operations and capital 
expenditures associated with the project. (A) 

• The most cost-effective solution to meet facility demand 
in the Planning Area. (A) 

Option Two 
Do nothing 

• Capital and operating costs would be least under this 
option, since there would be none (A). 

• However, would inefficiently use existing space as there 
is space for two additional stations that is warranted by  
WAC 246-310-818. (D) 

• Suffers from significant disadvantages by not promoting 
access and continuity of care.  Forces patients to continue 
to out-migrate, which is inefficient and costly for planning 
area residents (D). 

Option Three 
Add one (1) 
stations to the 
existing facility 

• Similar advantages to Option One.  However, from a 
comparative perspective, Option Three is inferior to 
Option One as it will not optimize the economies of scale 
possible as warranted by WAC 246-310-818. (N) 

Option Four 
Add four (4) 
stations to the 
existing facility 

• This Option would require significantly more alterations 
from current layout which would require substantially 
more capital expenditures.  (D) 
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3. For existing facilities, identify your closest two facilities as required in WAC 246-
310-827(3)(a). 

 
The two closest facilities to FMC Omak include: 
 

FKC Colville 
147 Garden Homes Dr  
Colville, WA 99114  
 
FKC Moses Lake 
847A E Broadway Ave  
Moses Lake, WA 98837 

 
4. For new facilities, identify your closes three facilities as required in WAC 246-

310-827(3)(b). 
 
This project does not involve a new facility.  Therefore, this question is not applicable. 
 

 
5. Identify whether any aspects of the facility’s design could lead to operational 

efficiency.  This could include but is not limited to: LEED building, water 
filtration, or the methods for construction, etc. WAC 246-310-240(2) and (3). 

 
The proposed changes will meet all IN-RCG and Fresenius internal standards which have been 
engineered and tested to ensure that they support our high quality, efficient and patient-focused 
standards.  Our standards also meet and or exceed all applicable state and local codes, including 
compliance with the State Energy Code, latest edition. 
 
 
 

http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-827
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-827
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-827
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-827
http://apps.leg.wa.gov/wac/default.aspx?cite=246-310-240


 
 

 
 
 
 
 
 
 

Exhibit 1. 
 Organizational Chart – Fresenius Medical Care Holdings 

  



Fresenius Kidney Care - Renal Care Group 
Organizational Chart 

 

 

 

Shareholder/Fresenius 
Medical Care Holdings, 

Inc. "Fresenius"

Renal Care Group, Inc.  

Inland Northwest 
Renal Care Group, LLC.

FMC Omak



 
 
 
 
 
 

Exhibit 2. 
 Facilities Owned and Operated by Fresenius Medical Care Holdings 

  











































































































 
 
 
 
 
 

Exhibit 3. 
 State Licensing and Certification Entities 

  























 
 
 
 
 
 

Exhibit 4. 
 Letter of Intent 

  



   

Fresenius Kidney Care, 5251 DTC Parkway, Greenwood Village, CO 80111 
 T +1 303-712-1802, F +1 720-941-6675  
 
 

Fresenius Kidney Care 
5251 DTC Parkway, Suite 500, Greenwood Village, CO, 80111 

T +1 303 712 1802 F +1 720 941 6675 
 

September 28, 2018 

 
Janis Sigman, Program Manager 
Certificate of Need Program 
Washington State Department of Health 
111 Israel Road SE 
Tumwater, WA  98501 

Re: Letter of Intent:  FMC Omak--Special Circumstance Expansion  

Dear Ms. Sigman: 

Pursuant to Washington Administrative Code (“WAC”) 246-310-818, Special Circumstance One 
or Two Station Expansion, Inland Northwest Renal Care Group, LLC intends to file a certificate of 
need to expand FMC Omak.  In accordance with WAC 246-310-080, the following information is 
provided: 

1. Description of the services proposed: 
 

Add an additional two (2) dialysis stations to FMC Omak, located in the Okanogan County 
ESRD Dialysis Planning Area.   

2. Estimated Cost of the Proposed Project: 
 

Estimated capital expenditures are $280,000 for this expansion.  
   
3. Description of the Service Area: 
 
The service area is the Okanogan County Planning Area.  

Please feel free to contact me if there are any questions on the enclosed application.  I can be 
reached at 303.712.1802 or luca.chiastra@fmc-na.com. 

Yours truly, 

 
Luca Chiastra 
Regional Vice President, Rocky Mountain Region 
Fresenius Kidney Care  

mailto:luca.chiastra@fmc-na.com
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Ethics and Compliance Department         Policy 
 
 

DOCUMENT NUMBER 
DOCUMENT 

REVISION # 

DOCUMENT 

REVISION DATE 

EFFECTIVE 

DATE 

COR-COMP-G-0-000-010A 3 5/15/2000, 12/18/2007, 
6/17/2015, 5/13/16 

5/13/16 

Title:   Indigent Waiver Program  

Page 1 of 4 

©2015, Fresenius Medical Care Holdings, Inc. All Rights Reserved. 
 

 
Indigent Waiver Program 

 
Key Points  

 
1. The Indigent Waiver Program assists eligible patients who: 

 Are unable to obtain insurance coverage 
 Lack the financial resources to pay for medical services 
 

Note:  FreseniusRx operates a different Indigent Waiver Program for 
qualified low-income Medicare Part D Extra help patients. * 

 
2. The Indigent Waiver Program applies only to charges the patient is personally 

liable for. 

 
3. The Indigent Waiver Program is a “last resort” when there are no other 

payment options for the patient. 

 
4. Patients may qualify for full or partial waivers based on a sliding scale 

schedule. 

 
5. The Indigent Waiver Program cannot be advertised to patients, prospective 

patients or referral sources. 

 
6. Indigent waivers are valid for one (1) year from date of approval. 

 
* See the Financial  Assistance Program: Compliance Requirements Policy for additional information.   
https://fmc4me.fmcna.com/idc/idcplg?IdcService=GET_FILE&Rendition=Primary&RevisionSelectionMethod=Lat
est&dDocName=PDF_3000071822 

Continued on next page 

 



 
 

Ethics and Compliance Department         Policy 
 
 

DOCUMENT NUMBER 
DOCUMENT 

REVISION # 

DOCUMENT 

REVISION DATE 

EFFECTIVE 

DATE 

COR-COMP-G-0-000-010A 3 5/15/2000, 12/18/2007, 
6/17/2015, 5/13/16 

5/13/16 

Title:   Indigent Waiver Program  

Page 2 of 4 

©2015, Fresenius Medical Care Holdings, Inc. All Rights Reserved. 
 

Definition: 
Indigent Waiver 

An Indigent Waiver excuses all or part of a patient’s financial obligation to 
pay for items or services provided by FMCNA. 

 
Definition: 
Family 

“Family” is defined as the patient and immediate family members residing 
with the patient or who are legally financially responsible for the patient. 

 
Qualifications The Patient applying for the waiver program must meet eligibility criteria for 

both: 
1. Annual Income 
2. Net Worth (Assets) 

 
When appropriate, patients may qualify for partial indigent waivers   
based upon a Sliding Fee Scale Matrix, as determined by the FMCNA 
Business. 

 
 Eligibility Criteria 

Annual Income 
Limit 

The annual income limit will be determined by each 
FMCNA business based on industry research conducted, 
and documented, by the business.  

Net Worth Must have a family net worth less than [amount 
determined by the business] at the time of application.  

 
Retroactive 
Waivers 

 Patients may be eligible for retroactive waivers if they meet the business 
specific criteria for annual income and net worth for the entire period 
requested. 

 Retroactive waivers > than six (6) months require approval of a VP level 
manager or above. 

  Continued on next page 

 
 
 
 
 
Documentation  The Indigent Waiver Form must be completed. 



 
 

Ethics and Compliance Department         Policy 
 
 

DOCUMENT NUMBER 
DOCUMENT 

REVISION # 

DOCUMENT 

REVISION DATE 

EFFECTIVE 

DATE 

COR-COMP-G-0-000-010A 3 5/15/2000, 12/18/2007, 
6/17/2015, 5/13/16 

5/13/16 

Title:   Indigent Waiver Program  

Page 3 of 4 

©2015, Fresenius Medical Care Holdings, Inc. All Rights Reserved. 
 

Requirements 
for Individual 
Patient Waiver 

 All required fields must be completed. 
 

 
Documents for 
Qualifying the 
Patient for the 
Program 

The following is a sample of documents that can be used to determine a 
patients’ family income. For those documents that may be direct deposit, a 
copy of the account statement is required: 

 Pay Stub – (Pt/Spouse/Dependents)  
 Social Security Award Letter  
 SSA deposited    
 Retirement/Disability Check   
 Checking/Savings Account Statements (all pages even if blank)  
 Stocks/Bond Statements 
 Tax Bill/Appraisal (owned land/property – except principal residence) 
 401k/IRA (If over 65) 
 Most recent Tax Return (if claiming dependents) 

 
Financial 
Review Period 

Review of one (1) month of patient’s income and/or expenses, no more than 3 
months old. 

 
Eligibility 
Period 

 The indigent waiver is valid for one (1) year from the 1st date of the 
month of approval.   

 Eligibility period may be for less than 1 year if patient will qualify for 
insurance within the year period. 

 A full review of a patient’s annual income and net worth is required every 
twelve (12) months to extend a waiver for subsequent periods. 

 Re-evaluation is required when staff is notified or receive information that 
a patient’s financial status has changed, or information used to qualify a 
patient is incorrect or incomplete. 

 
Continued on next page 

 
 
 



 
 

Ethics and Compliance Department         Policy 
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DOCUMENT 

REVISION # 

DOCUMENT 

REVISION DATE 

EFFECTIVE 

DATE 

COR-COMP-G-0-000-010A 3 5/15/2000, 12/18/2007, 
6/17/2015, 5/13/16 

5/13/16 

Title:   Indigent Waiver Program  

Page 4 of 4 

©2015, Fresenius Medical Care Holdings, Inc. All Rights Reserved. 
 

 
Document 
Retention of 
Patient Billing 
Information 

 
 Documentation of approved Indigent Waivers with all correspondence 

used for approving or renewing the waivers, including retroactive waivers 
is to be retained per the FMCNA Record Retention Schedule (Record 
Code AC2-10).   

 Tax Clearance approval is required for destruction of these documents.  
 Each FMCNA Business will determine who is responsible for maintaining 

these documents. 

End of document 
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Exhibit 8A. 
 Financial Statements – Actuals 

  



2015 2016 2017
YTD2018 

(Jan-Sep)
Revenues

Net Revenue Before Bad Debt 2,706,651$      2,099,010$        2,423,230$    2,093,300$      

Bad Debt (58,090)$          (96,645)$            (82,253)$        (69,754)$          

Total Net Revenue 2,648,561$      2,002,365$        2,340,977$    2,023,546$      

Expenses

Total Personnel (656,275)$        (688,723)$          (767,122)$      (646,852)$        

Total Med Supplies (149,513)$        (137,023)$          (162,375)$      (142,999)$        

Total Ancillary (242,744)$        (214,276)$          (248,681)$      (243,268)$        

Other Med (73,427)$          (79,588)$            (72,027)$        (126,223)$        
House Keeping & Utilities (99,398)$          (91,606)$            (115,558)$      (115,272)$        

Total Admin (i.e. Admin expenses + G&A Overhead Costs) (241,962)$        (252,803)$          (250,092)$      (204,932)$        

Depr/Amort (167,278)$        (213,960)$          (171,969)$      (124,679)$        
Total Property (i.e. Rent Expense + Other Property 
Expense) (119,298)$        (124,690)$          (138,056)$      (105,301)$        
Other (Interest Expense) 460$                1$                      (357)$             43$                  

Total Expenses w/o Physician compensation (1,749,436)$     (1,802,667)$       (1,926,236)$   (1,709,483)$     

Profit From Operations (Excludes Physician 
compensation) 899,125$         199,698$           414,740$       314,062$         

Physician Compensation (Medical Director's Fee) (60,770)$          (61,044)$            (61,762)$        (46,801)$          

Net Income Before Taxes (includes Allocations) 838,356$       138,654$        352,978$     267,262$      

Fresenius Medical Care - Omak Dialysis Center
Historical Statement of Revenues and Expenses, 2015 - YTD2018



 
 
 
 
 
 

Exhibit 8B. 
 Financial Statements - Forecasts 

 
  



Oct-Dec 2019 2020 2021 2022
Months Operation 3                       12                       12                   12                      

Patients and Treatments
I/C PAT 65                     68                       69                   69                      
Total Home PAT 4                       4                         4                     4                        
Total PAT 69                     72                       73                   73                      

I/C TMT 2,340                9,792                  9,936              9,936                 
Total Home TMT 144                   576                     576                 576                    
Total TMT 2,484                10,368               10,512            10,512               

Revenue

In-Center Revenue 711,035            2,975,409          3,019,165       3,019,165          

Home Revenue 43,756              175,024             175,024          175,024             
 
Bad Debt (25,152)             (104,981)            (106,439)         (106,439)            
Charity Care (7,548)               (31,504)              (31,942)           (31,942)              

Total Net Revenue 722,092            3,013,948          3,055,809       3,055,809          

Expenses
I/C Personnel 278,320            1,154,784          1,168,619       1,168,619          
Home Personnel 12,637              50,550               50,550            50,550               
Total Personnel 290,958            1,205,334          1,219,169       1,219,169          

I/C Med Supplies 48,573              203,259             206,248          206,248             
Home Med Supplies 2,989                11,956               11,956            11,956               
Total Med Supplies 51,562              215,215             218,204          218,204             

IC Ancillary Cost - Other Than EPO 77,487              324,255             329,023          329,023             
IC EPO Cost 5,144                21,526               21,842            21,842               
Total IC Ancillary 82,631              345,780             350,865          350,865             

Home Ancillary Cost - Other Than EPO 4,768                19,074               19,074            19,074               
Home EPO Cost 317                   1,266                  1,266              1,266                 
Total Home Ancillary 5,085                20,340               20,340            20,340               

Other Med 45,513              189,967             192,605          192,605             
House Keeping & Utilities 38,424              153,696             153,696          153,696             
Admin expenses 31,980              127,919             127,919          127,919             
G&A Overhead Costs 36,331              145,324             145,324          145,324             
Depr/Amort (Existing) 41,560              166,239             166,239          166,239             
Depr/Amort (Tenant Improvements and Equipment) 8,396                33,586               33,586            33,586               
Rent Expense 96,682              116,018             116,018          116,018             
Other Property Exp (includes CAM) 20,319              24,383               24,383            24,383               
Other Expense - (IE: Start Up Costs and Other One time) -                    -                     -                  -                     
Total Other Expense 319,204            957,131             959,769          959,769             

Total Expenses w/o Physician Compensation 749,440            2,743,801          2,768,348       2,768,348          

Profit From Operations (Excludes Physician Comp) (27,349)             270,147             287,461          287,461             

Physician Compensation 15,514              62,471               63,721            64,995               

Net Income
Net Income Before Taxes (includes Allocations) (42,863)             207,676             223,740          222,466             

Fresenius Medical Care - Omak Dialysis Center
Statement of Revenues and Expenses



Fresenius Medical Care - Omak Dialysis Center
Pro Forma Assumptions

Patient Volumes
Utilization projections, including the assumptions used to derive the forecasts, are 
presented in Table 6 and surrounding discussion within the main text of the application
It is assumed the number of treatments per patient is 144/year.  There is an adjustment in 
4Q2019 to reflect only three months of operation during the forecast time period.

Revenues
In-center and home revenues are based on 2018 YTD FMC Omak data ("actuals"), given it 
is an existing facility.  Payer mix statistics have also been obtained from FMC Omak 
actuals. Revenues are calculated by payer and treatment.  Bad debt and charity care are 
subtracted from revenues to yield net revenue figures.

Charity Care
Calculated at one percent of in-center and home revenue

Bad Debt
Calculated on a per treatment basis for in-center and home treatments from FMC Omak 
actuals. 

Expenses
Unless otherwise noted, expenses have been calculated based on annualized FMC Omak 
actuals.
Medical supplies, ancilliary, and 'other med' expenses have been calculated on a per 
treatment basis from FMC Omak actuals.
Personnel expenses are discussed in Structure and Process of Care text in the application.

Depreciation is straight-line; assumes 10 years on leaseholds and 8 years on equipment.

Rent Expense is based on 2nd Amendment to the Lease.  Renewal terms (i.e. Fair Market 
Value) is assumed to equal current base rent given inflation is excluded form model

Other Propery Exp  includes common area maintenance ("CAM"), allocated taxes, and 
insurance costs. Estimated at 21% of base Rent Expense  based on YTD2018 actuals
Phy Comp: based on Section 3.01 of Medical Director Agreement.  



Productive FTEs, by Type 2019 2020 2021 2022
In-Center FTE's
Nurse Manager 1.0 1.0 1.0 1.0
Outpatient RN 3.3 3.4 3.5 3.5
Patient CareTechnician 8.1 8.5 8.6 8.6
Equipment Technician 0.8 0.8 0.8 0.8
Social Worker 0.5 0.5 0.6 0.6
Dietician 0.5 0.5 0.6 0.6
Secretary 0.75 0.75 0.75 0.75
Subtotal 15.0 15.5 15.7 15.7
Home FTE's
Home Manager 0.2 0.2 0.2 0.2
Home RN 0.2 0.2 0.2 0.2
Home Other 0 0 0 0
Subtotal 0.4 0.4 0.4 0.4
Total 15.4 15.9 16.1 16.1

Productive + Non-Productive 
FTEs, by Type Oct-Dec 2019 2020 2021 2022
# of Months 3 12 12 12
In-Center FTEs
Nurse Manager 1.1 1.1 1.1 1.1
Outpatient RN 3.6 3.7 3.8 3.8
Patient CareTechnician 8.9 9.4 9.5 9.5
Equipment Technician 0.9 0.9 0.9 0.9
Social Worker 0.6 0.6 0.6 0.6
Dietician 0.6 0.6 0.6 0.6
Secretary 0.8 0.8 0.8 0.8
Subtotal 16.5 17.1 17.3 17.3
Home Dialysis Program FTEs
Home Manager 0.2 0.2 0.2 0.2
Home RN 0.2 0.2 0.2 0.2
Home Other 0.0 0.0 0.0 0.0
Subtotal 0.4 0.4 0.4 0.4
Total 16.9 17.5 17.7 17.7

Fresenius Medical Care - Omak Dialysis Center
2019-2022



Fresenius Medical Care - Omak Dialysis Center
2019-2022

Total Wages and Salaries Oct-Dec 2019 2020 2021 2022
In-Center
Nurse Manager 25,168$            100,672$          100,672$          100,672$          
Outpatient RN 74,360$            311,168$          315,744$          315,744$          
Patient CareTechnician 75,057$            314,085$          318,704$          318,704$          
Equipment Technician 9,404$              37,615$            37,615$            37,615$            
Social Worker 10,253$            42,904$            43,535$            43,535$            
Dietician 10,809$            45,231$            45,897$            45,897$            
Secretary 6,006$              24,024$            24,024$            24,024$            
Subtotal 211,057$         875,699$         886,190$         886,190$         

Home Program
Home Manager 5,007$              20,029$            20,029$            20,029$            
RN 4,576$              18,304$            18,304$            18,304$            
Home Other -$                  -$                  -$                  -$                  

Subtotal 9,583$             38,333$           38,333$           38,333$           

Total, All FTEs 220,640$         914,032$         924,523$         924,523$         

Total Benefits Oct-Dec 2019 2020 2021 2022
In-Center
Nurse Manager 8,021$              32,084$            32,084$            32,084$            
Outpatient RN 23,699$            99,169$            100,628$          100,628$          
Patient CareTechnician 23,921$            100,099$          101,571$          101,571$          
Equipment Technician 2,997$              11,988$            11,988$            11,988$            
Social Worker 3,268$              13,673$            13,875$            13,875$            
Dietician 3,445$              14,415$            14,627$            14,627$            
Secretary 1,914$              7,656$              7,656$              7,656$              
Subtotal 67,264$           279,085$         282,429$         282,429$         

Home Program
Home Manager 1,596$              6,383$              6,383$              6,383$              
RN 1,458$              5,833$              5,833$              5,833$              
Home Other -$                  -$                  -$                  -$                  

Subtotal 3,054$              12,217$            12,217$            12,217$            

Total, All FTEs 70,318$           291,302$         294,646$         294,646$         

FMC Omak 

FMC Omak 



Fresenius Medical Care - Omak Dialysis Center
2019-2022

Total Wages, Salaries 
Benefits Oct-Dec 2019 2020 2021 2022
Nurse Manager 33,189$            132,756$          132,756$          132,756$          
Outpatient RN 98,059$            410,337$          416,372$          416,372$          
Patient CareTechnician 98,978$            414,184$          420,275$          420,275$          
Equipment Technician 12,401$            49,603$            49,603$            49,603$            
Social Worker 13,520$            56,577$            57,409$            57,409$            
Dietician 14,254$            59,647$            60,524$            60,524$            
Secretary 7,920$              31,680$            31,680$            31,680$            
Total 278,320$         1,154,784$      1,168,619$      1,168,619$      

RN
Home Manager 6,603$              26,412$            26,412$            26,412$            
RN 6,034$              24,137$            24,137$            24,137$            
Home Other -$                  -$                  -$                  -$                  

Subtotal 12,637$            50,550$            50,550$            50,550$            

Total, All FTEs 290,958$         1,205,334$      1,219,169$      1,219,169$      

FMC Omak 
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MEDICAL DIRECTOR AGREEMENT
Confluence Health

This Medical Director Agreement ("Agreement") dated as of the last date of signature by
a party hereto ("Effective Date"), is between Inland Northwest Renal Care Group, LLC, a
Washington business entity ("Company"), Confluence Health, a business entity organized in
Washington ("Consultant"), and for the limited purposes stated herein. Member Physicians who
become parties hereto from time to time. This Agreement memorializes the terms on which
Consultant has agreed to provide IVledical Director Services to certain dialysis operations of

Company.

Company and Consultant were parties to that Medical Director Agreement dated August
4, 2008, as amended, and as modified by that Assignment of Medical Director dated September
18, 2013 (collectively, the "Prior Agreement"), which expired as of the Commencement Date
hereunder. The parties acknowledge and agree that the Prior Agreement shall be superseded in
its entirety by this Agreement as of the Commencement Date hereunder.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and intending to be bound hereby, the parties hereto agree as follows:

Capitalized terms used herein and not othenvise defined shall have the meanings set forth
on Exhibit A.

1. ENGAGEMENT. Company hereby engages Consultant to provide Medical Director
Services to the Dialysis Operations, and Consultant agrees to provide such Medical Director
Services on the terms and conditions set forth herein.

2. TERM. The term of this Agreement shall begin on the Commencement Date and shall
continue through August 31, 2023, unless sooner terminated as provided herein.

3. COMPENSATION.

3.01 Fee. During the term, and subject to, this Agreement and commencing as of

September 1, 2018 (the "Commencement Date"), Company shall pay Consultant based on the
rates ("Fee") as set forth below. The Fee shall increase by 2% over the Fee then in effect, on
each anniversary of the Commencement Date. Any rates described as an annual rate shall be

prorated for partial years and shall be payable in equal monthly installments. All Fees shall be
payable in arrears on or before the last day of each month.

Omak (inclusive of Home Program)....... $60,840.75/year

3.02 Adjustments.

3.02.1 Upon any Partial Termination (as such term is defined below), the Fee shall be
reduced by the Fee amount specifically allocated to the Dialysis Operation to which the Partial
Termination applies, or if no such specific allocation is provided herein, by an amount that



reflects the reduction in workload of Consultant due to the Partial Termination as agreed by the
parties. Upon any Temporary Suspension, the Fee may be reduced as agreed by the parties to
reflect the reduction in workload and subject to a maximum reduction equal to the Fee amount
specifically allocated to the Dialysis Operation to which the Temporary Suspension applies. If,
as of the first Fee payment due date after a Partial Termination or Temporary Suspension, the
parties are required hereunder to reach agreement on the Fee reduction but have not agreed,

Company may reduce the Fee by an amount reasonably determined by it to reflect the reduction
in Medical Director Services required hereunder and such amount shall be held as cash reserves
until such time as the parties agree. Company may make adjustments to the payments due to
Consultant hereunder at any time to true up any adjustments in the Fee permitted hereunder.

3.02.2 In addition, the obligation to pay the Fee or a portion thereof related to the
applicable Dialysis Operation may be temporarily suspended and not paid or accrued for any
period of time during which a substitute Medical Director is required to be designated and
approved hereunder but is not actually designated or approved and providing services.

3.03 General. The parties agree that the Fee payable hereunder shall be in
consideration for all services to be provided hereunder and all covenants herein including, but
not limited to, the restrictive covenants set forth in Section 6. The parties represent that, as of
the date this Agreement is signed, the Fee is fair market value for services rendered based upon
arm's length bargaining and is consistent with the value of similar services. Furthermore, the

parties represent that the Fee is not and has not been determined in a manner that takes into
account the volume or value of any referrals or business otherwise generated between the parties

for which payment may be made in whole or in part under any other public healthcare program.
Upon receipt by Company from Consultant ofW-9 (available at www.irs.gov) and wire transfer
instructions (form available in Medical Director Handbook), Company shall pay the Fee by wire
transfer pursuant to such instructions. To the extent otherwise unpaid and overdue, Company

may deduct from the Fee the fair market value of Company space, facilities, supplies, equipment,
staff time or any other item or service actually utilized by Consultant or any of its affiliated
physicians for any purpose not reasonably related to the performance of Medical Director
Services hereunder. Consultant represents and warrants to Company that its affiliated

physicians, if any, are not compensated by Consultant based on the volume or value of their
referrals to any Dialysis Operation. Consultant also represents and warrants to Company that

Consultant has not been formed for the sole purpose of entering into this Agreement.

4. OBLIGATIONS OF CONSULTANT.

4.01 Initial Designation and Qualifications of Medical Directors

4.01.1 Designation. Consultant shall designate a physician at each Dialysis Operation
who shall perform the IVtedical Director Services on behalf of Consultant at such Dialysis
Operation and who shall be deemed the Medical Director for such Dialysis Operation; provided,
however if Consultant party to this Agreement is an individual, such individual shall be the
Medical Director. Consultant acknowledges and agrees that if a Facility has different designated
Medical Directors for the in-center and home dialysis programs operated at or administered by
same Facility, the Medical Director of the home dialysis program shall report to the Medical
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Director of the in-center dialysis program from which the home dialysis program is administered
and that the Medical Director of the in-center program shall be accountable for all Medical
Director Services rendered for such Facility and shall be deemed the Medical Director of such

Facility for regulatory purposes. At all times, each physician designated as a Medical Director,
and each physician providing coverage for a Medical Director in accordance herewith, (a) shall
at all times meet the requirements of this Section 4 when providing services hereunder, (b) shall
be designated in writing in advance and (c) shall be subject to Company's prior written approval.
Company hereby approves the initial Medical Director designations set forth on Exhibit B.
Consultant agrees that no single physician shall serve as Medical Director at more than two (2)
Facilities at any given time unless an exception is approved in advance, in writing, by the Chief
Medical Officer (or his designee) ofFresenius Kidney Care.

4.01.2 Coverage. If unavailable, the Medical Director shall arrange for coverage by a
physician who meets the requirements hereunder and shall provide the Director of
Operations/Area Manager and the Clinical or Facility Manager with prior notice as to the
physician providing such coverage and the duration of such coverage. A Medical Director shall
not be required to devote the entire working day to duties hereunder (with the exception of on-
call responsibilities), but will continue the practice of medicine independently of Company.

4.01.3 Qualifications. Each Medical Director and any physician providing coverage for
a Medical Director shall at all times meet of the following requirements unless waived in writing

by Company:

a. Remain licensed as a physician in the state in which the Dialysis Operation is
located.

b. Remain board certified in nephrology, internal medicine, pediatrics or pediatric
nephrology (or to the extent that board certification procedures are suspended as a general
matter, remain involved in a board recertification process), have completed a board-approved

training program in nephrology and have at least twelve (12) months of experience providing
care to patients receiving dialysis.

c. Remain a member in good standing of the Medical Staff of the Facilities at which
physician is providing Medical Director Services.

d. Remain a member in good standing of the Medical Staff of, and maintain

privileges (at a minimum, courtesy/guest privileges) at, the hospital at which Company operates
any Inpatient Services Programs.

e. Maintain a current registration with the Drug Enforcement Administration and a
current state controlled substances registration (or equivalent), as applicable.

f. Maintain malpractice insurance required hereby.

g. Not be excluded, suspended, sanctioned or otherwise restricted from participating

in any public healthcare program.
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h. Satisfy Legal Requirements regarding the qualifications of a medical director and
remain otherwise qualified to act as a medical director of a Dialysis Operation that is certified to

participate in public healthcare programs.

j. Be a party to this Agreement as a Member Physician pursuant to awritten
instrument substantially in the form attached hereto as (the "Joinder Requirement").

k. Comply with the Company's medical director training requirements and any
additional requirements applicable to physicians as may be required for the Dialysis Operation to
maintain required state licensure, certification or its equivalent.

1. Maintain any additional requirements as a physician as may be required for any
Inpatient Services Programs so that the program operates consistently with the accreditation and
other standards of The Joint Commission or other accrediting body.

4.02Substitute Medical Director.

4.02.1 If a Medical Director (a) is indicted for any felony or any violation of a federal or
state health care law; (b) fails to meet any of the requirements set forth in this Section 4; or
(c) ceases to have Member Physician status, Consultant shall immediately notify Company and,
whether or not such notice is provided, Company may immediately terminate such physician's
designation as Medical Director by written notice. Consultant shall, as of the date of such
termination, designate a new Medical Director who meets the requirements set forth in this

Agreement.

4.02.2 If a Medical Director is unavailable to serve as Medical Director for a period
greater than one (1) month, or such shorter time as Company in its reasonable discretion
determines may affect the quality of care provided at a Dialysis Operation, then Company may
terminate such physician's designation as Medical Director upon five (5) business days' prior
notice to Consultant, and Consultant, within that same five (5) business day period, shall
designate a new Medical Director who meets the requirements set forth in this Agreement. The
provisions of this paragraph do not modify or relieve Medical Director of obligations under
Section 4.03.2, and Medical Director is obligated to provide coverage in accordance with this
Agreement during periods of absence.

4.02.3 With Company's prior written approval. Consultant may designate a temporary
Medical Director ("Temporary IMedical Director") for a Dialysis Operation to serve in the role
on such terms as agreed by Company. A Temporary Medical Director shall be considered a
Medical Director and a Member Physician for all purposes under this Agreement, except as
otherwise expressly set forth herein. Each Temporary Medical Director shall at all times meet
the requirements set forth in this Section 4 when providing Medical Director Services and all
services provided by a Temporary Medical Director shall be in accordance with this Agreement.

4.03 Medical Director Services.
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Medical Director shall provide the Medical Director Services for the Dialysis Operations
for which he or she is appointed Medical Director in accordance with this Agreement.
Consultant and Medical Directors shall devote commercially reasonable efforts, skill and
sufficient time to carry out the requirements of this Agreement and to promote continuous
improvement and high quality professional care within the Dialysis Operations. Medical
Director Services include those duties and responsibilities set forth in and in conformity with the
provisions of (a) this Agreement, (b) Legal Requirements, (c) Policies and (d) governing body
resolutions. In addition, a Medical Director shall:

4.03.1 Coordinate the provision of Medical Director Services with FMCNA's Medical
Office and shall communicate regularly with its applicable Chief Medical Officer and the
members of its Medical Advisory Boards. The coordination of services and communication may
include, without limitation, participation in conference calls, medical director training sessions
and meetings subject to expense reimbursement by FMCNA in accordance with the Policies.

4.03.2 Be available during all hours of operation of the Dialysis Operations for visits to
and consultation regarding the Dialysis Operations and be on-call and working such additional
time at or away from the Dialysis Operations as necessary to fulfill Medical Director's
responsibilities under this Agreement, it being understood that a Medical Director needs to be
available by phone and in person, as needed, at all times. Consultant shall provide to Company
an updated e-mail address, mobile phone number and other relevant information so that, at all
times, Company has accurate contact information for each Medical Director. Consultant shall

ensure that each Medical Director checks e-mail regularly.

4.03.3 Complete initial compliance and privacy training (if not already completed prior
to the execution of this Agreement), within the timeframe established in the Company's
compliance program and complete supplemental compliance training during each subsequent
year of the term of this Agreement. If any Medical Director fails to complete the compliance
training. Company may retain the Fee until such time as every Medical Director providing
services hereunder completes the required training. Once every Medical Director has completed
the required training, Company shall pay Consultant the retained Fee with the next payment of
Consultant's regular installment of the Fee.

4.03.4 Cooperate and, in a timely manner, provide information regarding Dialysis
Operations and the Medical Director Services as Company may request: (a) in connection with
administration of the Dialysis Operations, (b) in connection with implementation of this
Agreement and confirmation of the compliance by Consultant and Member Physicians with their
obligations hereunder, and/or (c) for Company's use in submissions to Authorities, including
without limitation cost reports to CMS. Consultant and Medical Directors represent and warrant
that all such information and/or disclosures shall be truthful and accurate to the best of their
knowledge. If Consultant or any Medical Director fails to provide in a timely manner all
information required under this paragraph, Company may retain the Fee due Consultant
hereunder until such time as the information is provided. Once the information is provided,
Company shall pay Consultant the retained portion of the Fee with the next payment of
Consultant's regular installment of the Fee.
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4.03.5 Neither Consultant nor any Medical Director nor any Member Physician shall
participate in, directly or indirectly, or permit others to conduct, any clinical research study
("Study") at a Dialysis Operation without first obtaining the prior express written approval of

Company. Any Study conducted with respect to any Inpatient Services Program must also be
approved by the applicable hospital and conducted consistent with such hospital's policies. If
Company approves such Study, which approval shall be at Company's sole and absolute
discretion. Consultant, Medical Directors and/or Member Physicians shall conduct such
approved Study in accordance with all Legal Requirements, Policies, the Study protocol (which
shall also be subject to Company's prior review and approval), and Good Clinical Practice (in
accordance with the Guidance for Industry E6 Good Clinical Practice: Consolidated Guidance by
the U.S. Department of Health and Human Services, Food and Drug Administration, April 1996

(ICH).

4.03.6 If an Authority finds deficiencies at a Dialysis Operation caused by a Medical
Director's failure to satisfy the requirements of a Medical Director pursuant to any Legal
Requirement, and such Authority requires the appointment of a physician monitor to assist the
Dialysis Operation in achieving compliance with applicable law, Consultant shall pay for the
cost of such monitor until the Authority has determined that all such deficiencies are cured.

4.03.7 Consultant hereby represents and warrants to Company that Exhibit C hereto sets
forth a complete and accurate list of the full names and, as applicable, the National Provider
Identifiers ("NPI"), of all of (i) Consultant's and any Affiliated Medical Practice's physician
owners, and the immediate family members thereof (i.e., husband or wife; birth or adoptive
parent, child, or sibling; stepparent, stepchild, stepbrother, or stepsister; father-in-law, mother-in-

law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law; grandparent or grandchild; and

spouse of a grandparent or grandchild), who are a source of patient referrals to Company or
FMCNA, a purchaser of items or services from FMCNA that are reimbursable by a federal or
state healthcare program, or a seller or lessor to Company or FMCNA of items, including real
property, or services for which Company or FMCNA makes claims for reimbursement under any
federal or state healthcare program; and (ii) physicians assigned by Consultant to provide
Medical Director Services pursuant to this Agreement, and the immediate family members
thereof, who are a source of patient referrals to Company or FMCNA, a purchaser of items or

services from FMCNA that are reimbursable by a federal or state healthcare program, or a seller
or lessor to Company or FMCNA of items, including real property, or services for which
Company or FMCNA makes claims for reimbursement under any federal or state healthcare
program. Consultant agrees to notify Company, in writing, of additions or deletions to Exhibit

C within thirty (30) days of such change.

5. OBLIGATIONS OF COMPANY. Except as specifically delegated by this Agreement to
Consultant, Company shall retain all management prerogatives and responsibilities as owner of
the Dialysis Operations. Without limiting the foregoing, Company agrees (a) to operate the
Dialysis Operations in compliance with Legal Requirements, (b) to provide all necessary
equipment, personnel, supplies and services (other than medical services) required for the
operation of the Dialysis Operations, (c) with Ivledical Director's assistance as required
hereunder, to establish, and implement Policies concerning the administration of the Dialysis
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Operations, and (d) to provide Consultant with the use of one office at each Facility for the sole
purpose of providing Medical Director Services.

6. COVENANTS PROTECTING BUSINESS INTERESTS OF COMPANY.

6.01 Covenant Not to Compete. In consideration of the compensation payable
hereunder and in recognition of Company's proprietary interest in its Business, Consultant,
Medical Directors and Member Physicians covenant and agree that they shall not, during the
Restricted Period, directly or indirectly through Affiliates or otherwise, alone or in association

with any person or entity:

a. engage, directly or indirectly, as a principal, owner, co-owner, agent, independent

contractor, consultant, advisor, manager, medical manager, landlord, director, officer or

employee of or participate in the Control of or otherwise assist or obtain any Financial Benefit
from; or

b. take any action in preparation or anticipation of doing any of the foregoing with
regard to, any operation, person or entity (other than with Company or any of its Affiliates) that
engages or proposes to engage, in the Business in the Restricted Territory. Notwithstanding the
foregoing, this Section 6.01 (i) shall not limit Consultant, Medical Directors or Member
Physicians from engaging in the practice of medicine and charging fees for administering such
professional medical services to patients, (ii) shall not require Consultant, Medical Directors or
Member Physicians to admit individuals to, or refer any other business to, any Dialysis
Operation, Company or its Affiliates, (iii) shall not require Consultant, Medical Directors or
Member Physicians to prescribe, utilize or purchase any items or services from any Dialysis
Operation or Company or its Affiliates, and (iv) shall not restrict Consultant, Medical Directors
or Member Physicians from admitting individuals to any other facility, program, or entity.

Consultant, Medical Directors and Member Physicians hereby represent, covenant and
agree that they do not, and following the Commencement Date of this Agreement shall not,
employ, contract, retain, engage, partner or joint venture with any person or entity that receives a

Financial Benefit from any person or entity (other than Company and its Affiliates) which
engages in the Business anywhere in the Restricted Territory, and that no such person or entity
holds, or during the Restricted Period shall hold, a direct or indirect ownership interest in
Consultant.

6.02 Covenant Regarding Confidential Information. Consultant and each Member
Physician acknowledge that in the course of performing the duties contemplated by this
Agreement, Consultant and each Member Physician will become privy to and/or have access to
Confidential Information. Throughout the term of this Agreement and at any time thereafter,
Consultant and each Member Physician shall not, and their employees and agents shall not, (a)
disclose to any person, firm, corporation or entity any Confidential Information of Company or
its Affiliates without the prior written consent of Company, except as may be required by law or
legal process or (b) use any Confidential Information except in furtherance of the performance of
their obligations owed to Company hereunder. If Consultant or any Member Physician is
required by law to disclose any Confidential Information such person shall provide sufficient
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notice to Company to enable Company to seek a protective order or other appropriate legal or
equitable remedy to prevent such disclosure. The provisions of this paragraph shall not prohibit
any disclosure of information to the extent (i) such information is or becomes publicly available
or obtainable from independent, nonconfidential sources and not in breach of any party s
obligations hereunder or any third person's obligations owed to Company or its Affiliate,
(ii) such information is required to be disclosed by law or by Authorities having jurisdiction over
the disclosing party, (iii) such information was known by Consultant and/or a Member Physician
prior to any disclosure by Company hereunder and without any breach of an obligation owed to
Company or its Affiliate, or (iv) disclosure is necessary for Consultant and/or a Member
Physician to enforce any or all of its/his/her rights under this Agreement.

6.03 Improvements to Company's Services and Products. Consultant and each

Medical Director and Member Physician hereby assign to Company or its designated Affiliate all
rights, title and interest to any improvements or inventions related to Company's procedures,

documents, products or services that it/he/she authors, discovers, designs, or perfects in the

course of its/his/her work under this Agreement and hereby agree to execute such other
documentation as Company or its designated Affiliate may reasonably require to confirm such
assignment.

6.04 Nonsolicitation Covenant. During the Restricted Period, Consultant and each
Medical Director and Member Physician agree not to, directly or indirectly, by or for themselves,
as agent of another, or through others as their agent, (a) interfere with Company's relationship
with any patient, employee, independent contractor, referral or reimbursement source, patient,

supplier, insurer or other payor (a "Constituent"), (b) induce any Constituent to terminate,
reduce or otherwise modify its relationship with Company or its Affiliates or (c) solicit any
Constituent for any such purpose; provided however, to the extent any Member Physician
practices medicine, nothing herein shall restrict the clinical medical advice provided by any
Member Physician to patients or shall restrict any Member Physician from meeting ethical
obligations owed to patients with regard to continuation of care, and each Member Physician is
expressly permitted to fulfill such ethical obligations. Each Member Physician acknowledges
that patients treated by Company are patients of Company and that Company has a legitimate
and enforceable interest in retaining the goodwill of its business through the retention of its
patients to the extent that their clinical needs can be fully met through Company resources.

6.05 Joinder Requirement for Member Physicians. Consultant shall cause each
Member Physician upon the execution of this Agreement or on the date that such physician
becomes a Member Physician, whichever is later, to execute a Joinder Agreement substantially
in the form attached hereto as Exhibit D (the "Joinder Requirement"). Notwithstanding the
foregoing restriction, Consultant shall not be precluded from engaging the services of a locum
tenens physician or other similar physician on a periodic and infrequent basis so long as such
physician does not provide services for or on behalf of Consultant under this Agreement. The
parties hereby acknowledge Company does not in any way encourage or support Consultant's
placing limitations or restrictions (in employment agreements or otherwise) on providers or
entities to whom Consultant's employed or affiliated physicians may refer patients or other
business.



6.06 Former IVIember Physicians. Any Member Physician who ceases to be a Member
Physician during the Restricted Period shall be deemed a "Former Member Physician." Each
Member Physician agrees that, if that he or she becomes a Former Member Physician, the
provisions of Section 6 shall still apply to such physician as if he or she were still a Member
Physician. Notwithstanding the foregoing, the parties agree that, if that a Member Physician
becomes a Former Member Physician, then so long as no more than one Member Physician has

become a Former Member Physician within the previous year, Sections 6.01 and 6.04 of the
Agreement shall only apply to such physician until the earlier of (a) expiration of the Restricted
Period under the Agreement, or (b) two (2) years after the date on which such physician becomes
a Former Member Physician. Company and each Member Physician agree that if such physician
violates the covenants contained in this Section 6 while he or she is a Former Member Physician,
the Restricted Period applicable to the Former Member Physician shall be extended
automatically for an additional period equal to the period from the date on which such violation
commenced (x) until the date on which the Former Member Physician ceases such violation, or
(y) through and including the date of the final determination of a court that Former Member
Physician did violate such restrictions. Such extension of the term of the Restricted Period shall
be in addition to, and not in lieu of, any other remedies available to Company.

6.07 Notice Obligations. If, during the term of this Agreement, Consultant (which
term for purposes of this Section 6.07 includes Consultant's Affiliated Medical Practice if
Consultant has an Affiliated Medical Practice) or any of its owners desires to be a participating
provider or otherwise contract as a clinical provider to provide physician services within or to a
Provider Network that services a patient population that is likely to include patients within the
Restricted Territory, Consultant shall give Company written notice prior to engaging in any third
party negotiations regarding such arrangement.

6.08 Nondisparagement. During the Restricted Period, Consultant and each Member
Physician agree to take no action which is intended, or would reasonably be expected, to harm
Company or its Affiliates or their reputations or which would reasonably be expected to lead to
unwanted or unfavorable publicity to Company or its Affiliates; provided, however, that nothing
herein shall restrict any communications between physicians and their patients regarding their
clinical care or interfere with Consultant's and each Member Physician's ability to file a charge
or complaint with a federal, state, or local regulatory or law enforcement agency and/or

cooperate with or participate in an investigation or proceeding conducted by a federal, state, or
local regulatory or law enforcement agency.

6.09 Remedies; Survival. Consultant and each Member Physician have carefully
considered the nature and extent of the restrictive covenants as described in this Section 6
(collectively, "Restrictive Covenants"). Consultant and each Member Physician hereby
acknowledge and agree that the Restrictive Covenants (a) are reasonable with respect to time,
scope and territory, (b) are reasonable and necessary for the protection of the legitimate business
interests of Company and its Affiliates and (c) are designed to eliminate competition which
otherwise would be unfair to Company and its Affiliates, (d) will not prevent Consultant or each
Member Physician from practicing medicine or nephrology in the community where they
currently practice, (e) do not confer a benefit upon Company and its Affiliates disproportionate
to the detriment to Consultant or Member Physician and (f) are not designed or intended in any
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manner to influence or impact the referral ofhealthcare business to Company or its Affiliates.
Consultant and each Member Physician acknowledge and agree that (x) irreparable injury will
result to Company and its Affiliates if Consultant or Member Physician breaches any of the

terms of the Restrictive Covenants, and (y) upon any actual or threatened breach of any
Restrictive Covenant, Company and its Affiliates will have no adequate remedy at law and they
shall be entitled to injunctive and other equitable relief, without bond, including without
limitation, immediate temporary injunctive relief. Nothing contained herein shall be construed
as prohibiting Company and its Affiliates from pursuing other remedies available to them for
such breach or threatened breach, including, but not limited to, the recovery of monetary
damages. If a court of competent jurisdiction determines that any portion of the Restrictive
Covenants are unreasonable, then restrictions contained in the Restrictive Covenants shall be

reduced and any other modifications shall be made by the court to the extent necessary for this
Section 6 to be enforced by the court. The provisions of this Section 6 shall survive the
expiration or termination of this Agreement.

6.10 Code of Conduct. Consultant and each Member Physician acknowledge having
received a copy of, or has been provided with access to, FMCNA's Code of Conduct and
understand that the Code of Conduct as amended is applicable to Consultant, each Member
Physician, Medical Directors and the provision of Medical Director Services hereunder. Each
Medical Director and each Member Physician shall complete promptly any reasonable
certification regarding the Code of Conduct as requested by Company .

6.11 Anti-Corruption Representations. Consultant also represents, warrants, and

covenants that in connection with the performance of Consultant's obligations under this
Agreement:

(a) Consultant has complied with and will comply with all applicable laws and
applicable industry codes of practice, including, but not limited to, all applicable laws
related to anti-corruption.

(b) No payment or gift of money, goods, services, or anything of value has been
made, offered or promised or will be made, offered or promised, directly by Consultant
or indirectly through any third parties, to any individual for favorable treatment in
obtaining, retaining, or directing business for, or to obtain any special concession on
behalf of, Consultant or Company or its Affiliate(s) (collectively or individually,
depending on the context, "Fresenius Medical Care"). This includes, but is not limited
to, a prohibition on any facilitation payments to any government official to expedite a
routine government action, whereas the term "government official" ("Government

Official") shall be read broadly and includes not only (i) individuals acting on behalf of
governments on a national, regional and local level (such as elected officials, customs
officials, tax officials, etc.), but also: (ii) individuals acting on behalf of government-
owned or government-controlled enterprises (such as doctors and staff of public hospitals
and universities, etc.), and (iii) individuals acting for political parties or as or on behalf of
candidates for public office.

-10



(c) Neither Consultant nor any person or entity acting on Consultant's behalf has (to
the best of Consultant's knowledge) accepted, received or agreed to accept or receive or

will accept, receive or agree to accept or receive, directly or indirectly, any payment or

gift of money, goods, services, or anything of value from any individual for favorable
treatment in obtaining, retaining, or directing business for, or to obtain any special
concession on behalf of, Consultant or Fresenius Medical Care.

(d) Consultant represents that Consultant is not and no person acting on Consultant's
behalf is a Government Official and agrees that if, at any time during the term of this
Agreement, Consultant or any person acting on Consultant's behalf becomes a

Government Official, Consultant: (a) will not use that position to influence the award of
business or regulatory approvals or any special concession to or for the benefit of

Fresenius Medical Care, (b) will notify Company in writing within three (3) business
days, and (c) will recuse him/herselffrom any government decision relating to Fresenius
Medical Care or its operations.

(e) Consultant represents that, in connection with any simultaneous engagement on

behalf of any third party. Consultant provided any necessary notifications and secured
any necessary approvals from such third party regarding the services Consultant will
perform for Company, and to the extent available has documented these to Company or
otherwise has attached them hereto.

(f) Consultant represents that Consultant is not in a position of conflict of interest or
incompatibility of its/his/her engagement (or in a position that could result in a conflict of
interest or incompatibility of his/her engagement) with Fresenius Medical Care.
Consultant agrees that if, at any time during the term of this Agreement, a conflict of
interest or incompatibility presents itself, Consultant will notify Company in writing
within three (3) business days and agrees to promptly recuse itself/himself/herselffrom
the situation, so as not to create even the appearance of impropriety.

(g) Consultant represents that Consultant undertakes, at all times, to refrain from any
action or inaction that may constitute, directly or indirectly, a patient referral or other
business opportunity towards Fresenius Medical Care, with the expectation of obtaining
anything of value in return.

(h) Consultant agrees to abide by and comply with all applicable guidelines (e.g.
Fresenius Medical Care's Code of Conduct) as amended from time to time, and all other
binding rules or provisions during the term of this Agreement, and to applicable business
ethics and principles, as such have been or will be made available to or provided to
Consultant in writing by Company. In particular, Consultant represents that Consultant
has received the following internet link to Fresenius Medical Care Business Ethics &
Principles for Business Parties ("Anti-Corruption Principles") (see http://www.fmc-
ag.com/5292.htm) and agrees to abide by them. The Anti-Corruption Principles may be
amended from time to time, in Presenius Medical Care's sole discretion, and will be
posted to its website.
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(i) Consultant agrees that if Consultant becomes aware, or has reason to suspect, that

any person or entity acting on Consultant and/or Fresenius Medical Care's behalf has
directly or indirectly, (a) provided, or offered to provide, anything of value to any
individual, or (b) accepted, received or agreed to accept or receive, anything of value
from any individual, in the hope or expectation of receiving favorable treatment in
obtaining, retaining, or directing business for, or to obtain any special concessions on

behalf of Fresenius ]\4edical Care, Consultant will immediately report such knowledge or
suspicion to the Fresenius Medical Care Compliance Department.

(j) Consultant agrees to reasonably cooperate in any compliance investigation or
audit that may be conducted by Fresenius Medical Care, its counsel, or its internal or
external auditors related to this Agreement. Upon notice of an intended compliance
investigation or audit. Consultant will, in a reasonable time, unless prohibited by law,
make available to Fresenius Medical Care or a third party retained by Fresenius Medical
Care (i) persons within the control of Consultant who Fresenius Medical Care or the third
party wants to interview, and (ii) documents and data relating to the issue(s) under review
related to the engagement with Company.

7. EVENTS OF DEFAULT and REMEDIES.

7.01 Consultant Events of Default. Any one or more of the following shall constitute
an "Event of Default" by Consultant hereunder:

(a) A material breach hereunder by Consultant or any Member Physician which, as
to any breach which is capable of cure and which is not specifically described in other
paragraphs of this Section 7.01, is not cured within thirty (30) days of receipt of notice
from Company describing such breach.

(b) Indictment of Consultant, any Medical Director or any Member Physician for any
felony or any violation of a federal or state health care law.

(c) Exclusion or suspension of Consultant, any Medical Director or any Member
Physician from participating in any public health care program.

(d) A physician ceases to serve as Medical Director for any reason, and Consultant
fails within a reasonable time (as determined in Company's reasonable discretion) to find
a physician reasonably satisfactory to Company to serve as the new Medical Director for
the relevant Dialysis Operation.

(e) Consultant (or its Affiliated Medical Practice, if Consultant is not a medical

practice) experiences a material change in its operations, ownership, physician staffing or
organizational structure or fails to plan appropriately for succession planning which
change Company determines is reasonably likely to impair Consultant's ability to staff
the Medical Director positions appropriately or otherwise perform its obligations
hereunder.
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(f) A Dialysis Operation's performance under quality standards established by
FMCNA, the industry or a payor is so poor that there is a reduction in available
reimbursement or the performance outcomes are in the lowest quartile of measurement;

or a Dialysis Operation is determined by the Company to pose imminent threat to
property, person or the extent of reimbursement for which such Dialysis Operation may
be eligible.

(g) Consultant fails to remove and replace a Medical Director immediately from
providing services hereunder if:

i. the Medical Director fails to meet the requirements of Section 4;

ii. the Medical Director engages in misconduct of a personal or professional
nature which, in Company's reasonable opinion: (a) interferes with the
Medical Director's ability to fulfill the obligations hereunder;
(b) interferes with the normal conduct of the operations of a Dialysis
Operation in accordance with the Policies; or (c) endangers patient care;

iii. the Medical Director suffers or has a disability that renders the Medical
Director, in the reasonable opinion of Company, unable to perform duties
satisfactorily as contemplated herein with reasonable accommodation.
Consultant shall notify Company at the onset of any such disability of the
Medical Director; or

iv. Company is dissatisfied with the Medical Director's performance
hereunder, in which case Consultant shall have ten (10) days after written
notice from Company to Consultant to remove and replace such Medical
Director.

7.02 Remedies upon Consultant Event of Default. Upon the occurrence of an Event of

Default by Consultant hereunder, Company may exercise (in addition to any and all other legal
and equitable remedies) one or more of the following remedies:

(a) For each Event of Default that exists beyond a thirty (30) day period, Company
may reduce the Fee hereunder by ten percent (10%) as of the 31st day and until such
Event of Default ceases to exist,

(b) For each Event of Default that exists beyond a ninety (90) day period, Company
may reduce the Fee hereunder by thirty percent (30%) as of the 91 day and until such
Event of Default ceases to exist,

(c) For each Event of Default that exists beyond a 1 80-day period, Company may
reduce the Fee hereunder by fifty percent (50%) as of the 181 day and until such Event
of Default ceases to exist,
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(d) Require Medical Directors to complete additional training and to participate in
mentoring by others,

(e) Require Consultant to replace one or more Medical Directors, and/or

(f) Terminate this Agreement effective upon written notice to Consultant or at such
later date as Company may specify.

7.03 General Termination. This Agreement shall terminate upon mutual agreement of
Consultant and Company. In addition, this Agreement shall terminate: (a) at the expiration of
the period provided in Section 2, or (b) upon Company's being adjudged a bankrupt.

7.04 Partial Termination. Company may terminate this Agreement (in addition to its
pursuit of any and all other legal and equitable remedies) as to one or more, but not all, Dialysis
Operations (a "Partial Termination") with respect to which (a) an Event of Default has
occurred, (b) upon thirty (30) days prior notice at Company's election upon its decision to sell a
Dialysis Operation, or (c) upon closure of a Dialysis Operation.

7.05 Temporary Suspension. Company may suspend the requirement and payment for

Medical Services with respect to any Dialysis Operation that is temporarily shut down (a
"Temporary Suspension"). Company shall give notice to Consultant at least ten (10) days prior
to any Temporary Suspension and shall provide Consultant, upon request, with updates regarding
the period of Temporary Suspension. Company shall notify Consultant at least thirty (30) days
prior to the end of any Temporary Suspension.

7.06 Termination by Consultant. Consultant may terminate this Agreement (a) during
a material breach of this Agreement by Company which is not cured by Company within thirty
(30) days of receipt of notice from Consultant describing such breach, (b) upon conviction of a
felony by Company, or (c) upon exclusion or suspension of Company from participating in
public healthcare programs

8. INSURANCE AND LEGAL COMPLIANCE.

S.OHnsurance.

a. Consultant shall maintain, for itself, and shall ensure that each Member Physician and
any physician providing coverage for any Medical Director, malpractice liability
insurance coverage of not less than $1,000,000 combined single limit per occurrence
and $3,000,000 annual aggregate covering the provision of services other than the
Medical Director Services hereunder throughout the term of this Agreement, and if
such coverage is on a claims-made basis, for a period of not less than three (3) years
following termination of this Agreement. Consultant shall provide Company with a

certificate(s) of insurance upon request.

b. Company shall maintain, for Member Physicians and any physician providing
coverage for any Medical Director in accordance with this Agreement, professional
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liability insurance or self-insurance purchased or maintained by Company in an
amount not less than $1,000,000 combined single limit per occurrence for bodily

injury and property damage and $3,000,000 annual aggregate, covering bodily injury
and property damage claims (including the cost of defense) arising out of errors and
omissions caused or alleged to be caused by Consultant, Member Physicians or any
physician providing coverage for any Medical Director in accordance with and within
the scope of this Agreement, but not for errors or omissions caused or alleged to be

caused by Consultant, Member Physicians or any physician providing coverage for
any Medical Director providing services as treating physicians. The insurance or
self-insurance required to be maintained by Company hereunder shall be subject to
and limited by the terms and conditions of insurance policies, primary, excess or
otherwise, maintained by Company. Company shall provide Consultant with a
certificate of insurance annually upon request.

8.02 Compliance. This Agreement shall be construed in a manner consistent with any
and all applicable federal and state laws, including, without limitation, Medicare, Medicaid, the
Health Insurance Portability and Accountability Act of 1996 and other federal and state statutes
and regulations and the principles and interpretations related thereto. The parties intend to
comply with the applicable provisions of 42 U.S.C. 1395nn(a)(l) and 42 U.S.C. 1320a-7b(b), as
such provisions may be amended from time to time. The parties intend that this Agreement meet
the requirements of (i) the personal services and management contract safe harbor to the federal
anti-kickback statute as set forth in 42 C.F.R. Part 1001.952(d); and (ii) the personal services
arrangement exception to the legislation as set forth in 42 U.S.C. 1395nn(e)(3) and the
corresponding regulations.

8.03 Limited Renegotiation.

8.03.1 Notwithstanding anything to the contrary in this Agreement, if the terms of this
Agreement (a) become unlawful or unenforceable, (b) materially and adversely affect a party s
or its Affiliate's non-profit tax status, licensure, accreditation, certification, or ability to refer,

accept any referral, bill, present a bill or claim, or receive payment from any payor or (c) subjects
a party to a substantial risk of prosecution or civil monetary penalty, then (i) the unaffected
provisions of this Agreement shall continue in full force and effect and (ii) either party, upon
written notice ("Renegotiation Notice") to the other party may initiate renegotiation of the
affected terms of this Agreement to restore, if possible, the intent and purpose of the affected
provisions in the Agreement and to modify the Agreement as necessary so that such Agreement
does not cause such adverse result.

8.03.2 If the parties are unable in good faith to come to a mutually satisfactory resolution
regarding the affected terms of the Agreement and have failed to amend the Agreement (or enter
into a new Agreement) within ninety (90) days from the date the Renegotiation Notice was
received, then, unless the parties mutually agree otherwise in writing, the parties shall utilize
binding arbitration in accordance with this Section to modify the Agreement as necessary so that
such Agreement does not cause an adverse event.
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8.03.3 The above referenced arbitration shall be triggered by one party's providing the
other party written notice of the arbitration required under this Section. Upon a party's receipt of
such written notice, both parties shall promptly appoint an arbitrator from a list of arbitrators
recognized by the American Health Lawyers Association (AHLA) Alternative Dispute
Resolution Services. In accordance with the rules of the AHLA Alternative Dispute Resolution
Service then in effect, such appointed arbitrators will appoint a third arbitrator from the list and
the three arbitrators shall hear the parties and make the determination as to necessary
modifications to the Agreement to remedy the adverse event. IfAHLA or the AHLA Alternative
Dispute Resolution Service is no longer in effect, then such arbitrators shall be chosen from a list
provided by the American Arbitration Association in the same manner as set forth above, and
such arbitration shall be conducted in accordance with the Commercial Rules of the American
Arbitration Association then in effect. The parties shall irrevocably grant the arbitrators the
authority to determine the modifications necessary to the Agreement to remedy the adverse
result. Arbitration shall be binding for settlement of the modifications necessary to the
Agreement as stated in the foregoing sentence. The parties agree to execute any agreement

immediately to memorialize such modifications to the Agreement. The parties shall share the
costs of such arbitrators equally between them. Each party shall bear its own expenses of
preparation for arbitration.

9. GENERAL.

9.01 Independent Contractor. The parties agree Consultant and Medical Directors
have not been, and will not be chosen as an inducement or reward for any past, current or future

Company business transaction, opportunity, or government approval or concession, and that the

selection process has not been, and will not be based on the volume or value of referrals provided

by, or anticipated from. Consultant, any Medical Director or any affiliated person or entity.
Consultant is acting and performing services hereunder as an independent contractor, and each

Medical Director is acting and performing the Medical Director Services on behalf of and as an
employee or independent contractor of Consultant. No Medical Director shall be considered an
employee for purposes of any Company employment policy or employment benefit plan, and
will not be entitled to any benefits under any such policy or benefit plan. Except as expressly set
forth herein or as may be required by applicable law, Company shall neither have nor exercise
any control or direction over the methods by which Consultant shall perform the duties
hereunder, and Company shall not control how Medical Director Services are accomplished
hereunder, as long as such duties are performed as required by this Agreement. Consultant shall
be solely responsible for, and shall indemnify and hold Company harmless for payment of, all
taxes due on all amounts paid to Consultant hereunder and for all employment taxes for all
employees of Consultant. The parties shall cooperate if any taxing Authority asserts that
Consultant or any Medical Director is not an independent contractor under this Agreement.

9.02 Assignment. This Agreement shall be binding on the successors and permitted
assigns of the parties. Consultant and Member Physicians shall not assign or subcontract this
Agreement or assign or subcontract any of their rights hereunder without Company's prior
written consent, which may be withheld in Company's sole discretion. Company may assign this
Agreement to any of Company's Affiliates or to any successor in interest to the assets and
operations of Company without the consent of any other party hereto. This Agreement shall be
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enforceable by or against any permitted assigns hereunder. Any attempted assignment of this
Agreement in violation of the provisions of this section is void.

9.03 Merger. Modification and Waiver. This Agreement contains the entire agreement
of the parties with respect to its subject matter and as of the date this Agreement is fully
executed, supersedes all previous and contemporaneous agreements and understandings,

expressed or implied, oral or written, between the parties with respect to the subject matter
hereof. The failure of the parties to insist on strict performance of the provisions of this
Agreement shall not be construed as a waiver of such provision or of any other default of the
same or similar nature. No waiver, modification or change of any of its provisions shall be valid
unless in writing and signed by the parties. One party's waiver of any default by the other party
of any provision of this Agreement is not a waiver of any other default and shall not affect the
right of that party to require performance of the defaulted provision at any future time. All
representations herein survive the execution and delivery of this Agreement

9.04 Severability. If any term of this Agreement is determined to be invalid or
unenforceable, the remainder of this Agreement shall not be affected and shall be given effect to
the fullest extent permitted by law; provided however, if the severed provision materially
deprives a party of the benefits of this Agreement, including without limitation the benefits of
Section 6, then such party may terminate this Agreement by notice to the other party.

9.05 Applicable Law. This Agreement shall be governed by and construed and
enforced in accordance with the laws of the Washington.

9.06 Books and Records. If required by Section 952 of the Omnibus Reconciliation
Act of 1980 (Section 1861(v)(l)(I) of the Social Security Act), as amended, and the regulations
promulgated thereunder, the books and records of Consultant necessary to certify the nature and
extent of costs associated with Consultant's performance of services under this Agreement shall

be preserved by Consultant for such period of time as provided by law so as to be available for
and subject to inspection by appropriate agencies of the United States. In addition, if and to the
extent that Consultant uses the services of a related organization to provide services hereunder,

Consultant will require such related organization to preserve and make available its books and
records to the same extent Consultant is so required. If this Agreement is not subject to the
provisions of Section 952 or regulations promulgated thereunder, this section of the Agreement
shall be null and void. The provisions of this Section shall survive the expiration or termination
of this Agreement.

9.07 Notices. All notices pursuant to this Agreement shall be in writing and shall
be deemed duly given and properly served: (a) when delivered personally (with written
confirmation of receipt), (b) two (2) business days after being mailed to the addressee by
registered or certified mail, postage prepaid, return receipt requested, or (c) when received by the
addressee if sent by a recognized express delivery service, in each case, to a party at the address

as set forth below or at such other address as may be furnished by such party in accordance with
these notice requirements;

Notice to Company:
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c/o Fresenius Medical Care North America
920 Winter Street
Waltham, Massachusetts 02451-1457
Attention: Law Department

Notice^ to Consultant: PERSONAL & CONFIDENTIAL

1201 S. Miller Ave
Wenatohee, WA 98801
c/o VP, General Counsel

9.08 Third Party Beneficiary. Company's present and future Affiliates are intended
third party beneficiaries of this Agreement and shall independently have the right to enforce this

Agreement.

9.09 Indemnification.

(a) Consultant shall indemnify and hold harmless Company and its Affiliates from
any and all liability, claims, damages, and expenses (including but not limited to reasonable
attorneys' fees) which it may incur as a result of the negligence or willful misconduct of
Consultant, a Medical Director and/or a Member Physician, or any of their Affiliates, agents or
employees, or the breach by Consultant, a Medical Director or a Member Physician of a
representation or covenant in this Agreement. The provisions of this Section shall survive the
expiration or termination of this Agreement.

(b) Company shall indemnify, defend and hold harmless Consultant, Medical
Directors and Member Physicians from any and all liability, claims, damages, and expenses
(including but not limited to reasonable attorneys' fees) which it may incur as a result of the
negligence or willful misconduct of Company, or its Affiliates or employees, or the breach by
Company of a representation or covenant in this Agreement. The provisions of this Section shall
survive the expiration or termination of this Agreement.

9.10 No Conflicts. Consultant and each Member Physician represent and warrant to
Company that the execution, delivery and performance of this Agreement by Consultant and
each Member Physician does not conflict with or result in a breach (or any event which with
notice or lapse of time or both, would result in a breach) of any other obligation of Consultant or
any Member Physician.

9.11 Joint Effort; Headings. The preparation of this Agreement has been the joint
effort of the parties, and the resulting document shall not be construed more severely against one
of the parties than the other. The headings of sections in this Agreement are for convenience
only and shall not affect or limit the interpretation of its provisions.

9.12 Attachments; Priority of Documents. All attachments (including but not limited
to Addenda and Exhibits) to this Agreement are incorporated herein by reference and made a
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part of this Agreement. To the extent that any provision of any attachment hereto conflicts or is
contrary to this Agreement, then the provisions of any Addendum first shall govern and then the
provisions of this Agreement shall govern.

9.13 Authorized Signature. This Agreement shall not be deemed accepted by
Company unless and until by signed an authorized officer of Company. No other act or writing
by an agent of Company shall cause this Agreement to be a binding contract on Company.

9.14 Force ]\4ajeure. No party shall be in default for any delay or failure to perform
any of its obligations under this Agreement resulting directly or indirectly from any acts of God,
civil or military authority, terrorism, war, civil disobedience, accidents, fires, explosions, failure

of transportation, machinery or supplies, vandalism, work interruptions by its employees or
independent contractors or any similar cause beyond its reasonable control. Notwithstanding the
foregoing, each party shall, at all times, use commercially reasonable efforts to perform its
obligations under this Agreement.

9.15 Counterparts; Electronic Execution. This Agreement may be executed in any
number of counterparts with the same effect as if all the parties had signed the same document.
Such executions may be transmitted by facsimile, e-signature, email or other electronic

transmission and are to be deemed for all purposes to have been executed and delivered by that

party to the other party.

9.16 Addenda. The following Addenda are attached hereto:

N/A.
Signatures Appear on Following Page
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as of the dates
written below.

Inland Northwest Renal Care Group, LLC

^an Moljo
Nan/e:/ Ac^ic;f:3nt Treas"rer
Title^

^/31/^Date:

Confluence Health

J^&OJ{\\/\{/ (^-1 l^/\^ <
C?V ic/ ''5t^L<iuU^ Szr^< c^
ft ( ^ \SO\^

NPI Number.
BIN: ^5-41 8 c\c\ 50
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Exhibit A

Definitions

"Affiliate," as to Company, means Company or a person or entity that directly or indirectly
through one or more intermediaries, Controls or is Controlled by, or is under common Control

with, Company, and as to Consultant, means any owner, manager, director, officer or employee of

Consultant, any independent contractor providing physician services to Consultant, and any other
person or entity that directly or indirectly through one or more intermediaries, Controls or is
Controlled by, or is under common Control with Consultant.

"Affiliated IVIedical Practice" means any medical practice which, as of the Effective Date, is
engaged by Consultant to provide Medical Director Services hereunder.

"Authority" means any government, licensing or accreditation body or agency.

"Business" means the provision of, and/or the purchase, sale, establishment, development,

management or operation of any facility, program, entity or business which engages in the
provision of, any of the following:

a. outpatient dialysis treatments or services utilized in connection with any
outpatient dialysis treatments (including, but not limited to, in-center, home, nocturnal, staff
assisted, and self-care dialysis treatments, training and support and related services);

b. in-hospital dialysis treatments and services utilized in connection with any
dialysis treatments provided in a hospital;

c. renal-related equipment and supplies;

d. renal-related laboratory services;

e. renal-related pharmacy services, including without limitation the provision of
erythropoiesis stimulating agents, iron derivatives, Vitamin D analogues and other
pharmaceuticals routinely provided by Company to ESRD patients;

f. apheresis services;

g. vascular access and peritoneal catheter related services; or

h. any other items, services or treatments for persons diagnosed as having end stage

renal disease or chronic kidney disease and/or chronic renal insufficiency (e.g., pre-ESRD
patients) or for persons receiving dialysis services in a hospital or receiving services through any
renal disease management programs.

"Control" and, with correlative meanings, the terms "controlling", "controlled by" and "under

common control with", means the ability to exercise fifty percent or more of the voting shares,
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securities or other interests of an entity or organization, or to elect the directors or other

managers of an entity or organization, or to otherwise exercise control over the business and

affairs of an entity or organization.

"CMS" means the Centers for Medicare and Medicaid Services or its successor.

"Confidential Information" means this Agreement and any current or future information and/or

trade secret of Company or its Affiliates related to the Business, or of any entity with which
Company or its Affiliates contracts to provide or receive items or services related to the
Business, including, but not limited to, any formula, pattern, compilation, program, product,

device, method, system, inventory control system, technique, construction technique, process,

financial information, statistical information, business strategy, costing data, staff, patient and
payor information. Policy, form, manual, contractual arrangement, idea, creation, development,

improvement or design.

"Dialysis Operations" include the following to the extent included within the scope of this
Agreement by its terms: the Facility(ies) and/or the Inpatient Services Program(s).

"Facility(ies)" means the outpatient dialysis treatment center(s) (inclusive of any stand-alone
home program) listed on Exhibit B, from time to time, together with any relocations of any such
center(s), which references any and all outpatient services provided at or administered out of
such center(s) now, or in the future. Examples of such outpatient services may include, but are

not limited to, in-center dialysis services, home hemodialysis programs, peritoneal dialysis

programs, and nocturnal programs.

"Financial Benefit," includes, without limitation, medical director fees, referral fees, consulting

fees, dividends, lease payments, management fees or any other remuneration from any dialysis

facility, home dialysis program, nocturnal dialysis program or inpatient dialysis program or
entity or operation engaged in the Business, other than usual and customary fees for professional
medical services rendered to patients.

"FMCNA" means Fresenius Medical Care Holdings, Inc., a New York corporation operating
under the d/b/a Fresenius Medical Care North America.

"Inpatient Semces Program(s)" means the programs for the provision of inpatient dialysis
and/or apheresis services, and other contracted-for services, if any, listed on Exhibit B.

"Inpatient Services Region" includes the following geographic territory: Not applicable.

"Legal Requirements" includes all laws, rules, interpretive guidelines and regulations
governing Dialysis Operations, including without limitation (a) the Conditions for Coverage for
End-Stage Renal Disease Facilities, 42 C.F.R. § 494.1 etseq., and the Interpretive Guidelines
thereto promulgated by CMS ("Conditions for Coverage"), (b) the Medicare Improvements for
Patients and Providers Act and the implementing regulations of the Medicare End-Stage Renal
Disease Payment System, 42 C.F.R. Part 413, Subpart H, (c) Health Insurance Portability and
Accountability Act of 1996, as amended by the Health Information Technology for Economic
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and Clinical Health Act, and the regulations thereunder, (d) state and local laws governing
patient data privacy, security and breaches and (e) state and local licensing requirements.

"Medical Director Services" means those services of Consultant as described in this

Agreement.

"IVIember Physician" means each physician who, as of the date of this Agreement or at any time
during the Restricted Period, owns an interest in Consultant and would be eligible to provide
Medical Director Services hereunder, or owns an interest in one of Consultant's Affiliated
Medical Practices, or practices medicine with Consultant or Consultant's Affiliated Medical
Practice either as an employee or as an independent contractor (but excluding any independent
contractor who provides clinical services through an arrangement with a third party locums
tenens company or who provides no more than ten hours of clinical services in any calendar

quarter) and would be eligible to provide Medical Director Services hereunder, and includes in
all events, each physician serving as a Medical Director hereunder.

"Policies" means and includes the following to the extent applicable to each Dialysis Operation
and as in effect from time to time: all policies, procedures, programs, guidelines, rules,

regulations, bylaws and similar materials of any name or description of Company, the Dialysis
Operation, hospitals (to the extent applicable), accrediting bodies and payers, including without
limitation Medical Staff Bylaws, Governing Body Bylaws and Medical Director Handbook.

"Provider Network" means and includes any accountable care organization, physician hospital

organization, independent practice association, integrated care organization, end-stage renal

disease seamless care organization, shared savings program and any similar organization or

program in which providers are part of a network that is committed contractually to provide
clinical care to a defined group of patients.

"Restricted Period" means (subject to the limitations for Former Member Physicians under
Section 6.06) the term of this Agreement (which shall include any extension of such term

through course of conduct or otherwise) plus one (1) year thereafter. The parties agree that, upon
any violation by Consultant or a Member Physician of the covenants contained in Section 6, the
Restricted Period shall be extended automatically for an additional period equal to that number
of days during the period from the date on which such violation commenced until the date on
which Consultant or Member Physician ceases such violation. Such extension of the term of the
Restricted Period shall be in addition to, and not in lieu of, any other remedies available to

Company.

"Restricted Territory" means the geographic area within a thirty five (35) mile radius in any
direction (as measured in a straight line) of any Facility
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Exhibit B

Dialysis Operations and Medical Director Designations

Facilities (including in-center, home, nocturnal)

Facility Name

Omak

Address

Omak, WA
98841

Facility
Number
4693

Medical Director

Dr. Maria Rojas
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Exhibit C

NPIs and Referral Source Relationships

Consultant's Legal Name

Physician Name

NPI Number

NPI Number

Owners

Family Members who are potential
referral sources to FMCNA
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Exhibit D

Form of Joinder Agreement

This Joinder Agreement (the "Joinder Agreement") is entered into as of
, 20_, by and among Inland Northwest Renal Care Group, LLC and an affiliate

ofFresenius Medical Care Holdings, Inc., a New York corporation d/b/a Fresenius Medical Care
North America ("FMCNA"), Confluence Health ("Consultant"), and

, in his/her individual capacity ("Physician").

WHEREAS, Company and Consultant are parties to that Medical Director Agreement, a
copy of which is attached hereto as Exhibit A and incorporated herein by this reference (the
"Medical Director Agreement"), pursuant to which Consultant provides medical director
services to the Dialysis Operations as identified in the Medical Director Agreement (Capitalized
terms used herein and not otherwise defined shall have the meanings set forth in the Medical
Director Agreement); and

WHEREAS, Physician is hereby deemed a "Member Physician" as defined in the
Medical Director Agreement; and

WHEREAS, Physician will become privy to and/or have access to certain proprietary and
confidential information concerning Company, including, but not limited to, various trade secrets
and competitive information; and

WHEREAS, Consultant and Physician understand, acknowledge and agree that any
specific Medical Director Services under the Medical Director Agreement to be performed by
Physician on Consultant's behalf shall be agreed by Physician and Consultant; and

WHEREAS, the parties acknowledge that, in accordance with the Medical Director
Agreement, Company is compensating Consultant and Member Physicians for the provision of
Medical Director Services through payments made to Consultant, although the specific
compensation arrangement for the provision of any Medical Director Services by Physician on
Consultant's behalf are solely between Consultant and Physician, which Consultant and
Physician represent and warrant shall be in full compliance with law;

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged and intending to be bound hereby, the parties agree as follows:

1. Acknowledging Medical Director Obligations in the IVIedical Director Agreement.

A. Physician hereby acknowledges the nature of the Medical Director Services to be
provided to the Dialysis Operations in the Medical Director Agreement. Physician agrees that
any medical director duties to be performed by Physician, as Physician and Consultant may
agree, shall be performed in compliance with this Joinder Agreement and the Medical Director

Agreement.
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B. Each reference to Member Physician, as utilized in Medical Director Agreement
shall, for purposes of this Joinder Agreement, include Physician and shall bind Physician to the
extent applicable.

C. The parties understand and agree that Consultant is ultimately responsible for
ensuring that all Medical Director Services are performed in compliance with the Medical
Director Agreement.

2. Covenants Protecting Business Interests pfComBanY.

A. Physician hereby acknowledges and agrees to be bound by the Covenants
Protecting Business Interests of Company set forth in Section 6 of the Medical Director
Agreement, which includes, but is not limited to, a covenant not to disclose confidential
information, covenant not to solicit employees and covenant not to compete.

B. This Section 2 and the covenants of Section 6 of the Medical Director Agreement
shall survive termination or expiration of this Joinder Agreement.

C. If Physician ceases to qualify as a Member Physician, then the Physician shall be
subject to the covenants not to compete and not to solicit employees for the period set forth in the
Medical Director Agreement as applicable to a Former Member Physician.

D. Notwithstanding anything to the contrary in the foregoing, the covenant not to
disclose confidential information as set forth in Section 6 of the Medical Director Agreement
survives expiration or termination of this Joinder Agreement and the Medical Director

Agreement.

3. Compliance Training.

A. Physician agrees to complete initial compliance and privacy training (if not
already completed prior to the execution of this Joinder), within the timeframe established in the
Company's compliance program and complete supplemental compliance training during each
subsequent year of the term of this Agreement.

B. Physician acknowledges having received a copy of Company's Code of Conduct
and understands that the Code of Conduct, and any revisions to it, is applicable to the position of
Medical Director of the Dialysis Operations and the provision of services hereunder. Physician
hereby agrees to complete promptly any reasonable certification regarding the Code of Conduct
as reasonably requested by Company or FMCNA.

4. Exclusive Use of Facility Resources. Physician acbiowledges that the Facilities and the
supplies, equipment and employees of the Dialysis Operations shall be utilized exclusively (a)
for the provision of dialysis services to patients of the Facilities, and (b) for the provision of
services under this Joinder Agreement and the Medical Director Agreement. No portion of any
physical clinic space, assets, supplies, equipment, employees or other resources of the Dialysis
Operations shall at any time be utilized by Physician for his/her private medical practice or for
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any other purpose not expressly set forth in this Joinder Agreement or the Medical Director
Agreement except pursuant to a written agreement with Company on fair market value terms.

5. Term. The term of this Joinder Agreement shall be the term as set forth in the Medical
Director Agreement. The parties acknowledge and agree that the terms and conditions of the
Medical Director Agreement intended to survive termination or expiration of the Medical
Director Agreement shall so apply to this Joinder Agreement, except as set forth in Section 2
hereof.

6. Miscellaneous. Assignability. Physician shall not assign this Joinder Agreement
or assign any of his or her rights hereunder without Company's prior written consent, which may
be withheld in Company's sole discretion. Entire Agreement. Except with respect to the
Medical Director Agreement and the Third Party Beneficiary provision herein, this Joinder
Agreement contains the entire agreement of the parties with respect to its subject matter and as of
the date this Joinder Agreement is fully executed, supersedes all previous and contemporaneous
agreements and understandings, inducements or conditions, expressed or implied, oral or written,

between the parties with respect to the subject matter hereof. Waiver of Breach. The failure of
the parties to insist on strict performance of the provisions of this Joinder Agreement shall not be
construed as a waiver of such provision or of any other default of the same or similar nature. No

waiver, modification or change of any of the provisions hereof shall be valid unless in writing
and signed by the parties against whom such claimed waiver, modification or change is sought to
be enforced. One party's waiver of any default by the other party of any provision of this
Joinder Agreement is not a waiver of any other default and shall not affect the right of that party
to require performance of the defaulted provision at any future time. Severability; Headings. If
any term or provision of this Joinder Agreement or its application to any person or circumstance
shall to any extent be declared invalid or unenforceable, the remainder of this Joinder Agreement
or the application of such term or provision to persons or circumstances other than those as to

which it is held invalid or unenforceable shall not be affected and each term and provision of this
Joinder Agreement shall be valid and enforceable to the fullest extent permitted by law. The
headings of sections in this Joinder Agreement are for convenience only and shall not affect or
limit the interpretation of its provisions. Applicable Law. This Agreement shall be governed by
and construed and enforced in accordance with the laws applicable to the Medical Director
Agreement. Third Party Beneficiary. Company's present and future parent corporations,

including but not limited to National Medical Care, Inc. and Fresenius Medical Care Holdings,
Inc., are intended third party beneficiaries of this Joinder Agreement and shall independently
have the right to enforce each of the provisions of this Joinder Agreement, including, but not
limited to, the restrictive covenants contained in Section 2 of this Joinder Agreement and in the
Medical Director Agreement. Authorized Signature. This Joinder Agreement shall not be
deemed accepted by Company unless and until an authorized officer of Company has signed this
Joinder Agreement. No other act or writing by an agent, officer or manager of Company shall
cause this Joinder Agreement to be a valid, effective or binding contract on Company. This
Joinder Agreement may be executed in any number of counterparts, each of which shall be
deemed an original, but all of which together shall constitute but one and the same instrument.
Such execution may be transmitted by facsimile, e-signature, email or other electronic

transmission and are to be deemed for all purposes to have been executed and delivered by that
party to the other party. Notices. All notices pursuant to this Joinder Agreement shall be in
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writing and shall be deemed duly given and properly served when: (a) delivered personally (with
written confirmation of receipt), (b) when received by the addressee if sent by registered or
certified mail, postage prepaid, return receipt requested, or (c) received by the addressee if sent
by a recognized express delivery service, in each case, to the parties at the addresses as set forth

below or at such other addresses as may be furnished to the other parties in writing:

Notice to Company

[Al]
c/o Fresenius Medical Care North America
920 Winter Street
Waltham,MA 02451
Attention: Law Department

Notice to the Physician Personal and Confidential

Notice to Consultant Personal and Confidential

as provided in Medical Director Agreement
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W WITNESS WHEREOF, the parties have duly executed this Joinder Agreement as of the dates

written below.

Inland Northwest Renal Care Group, LLC

Name: _ _, Individually
Title:_ NPI Number.

Confluence Health

Name:

Title:_

EXHIBIT A

See Medical Director Agreement attached hereto
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Mar.20.2003 8:32AM

COMMERCIAL LEASE AGREEMENT

No.2074 p. 3

TIIIS AGREEMENT is made and entered into this iJtday of ,-c.. (V ) 2001,
by and between OKANOGAN COUNTY PUBLIC HOSPITAL DIST~3 d/b/a
MID-VALLEY HOSPTIAL1 hereinafter designated the "Leasor" and RENAL CARE
GROUP OF THE NORTHWEST~ hereinafter designated the "Leasee",

WITNESSETH:

The Leasor does by these presents lease a portion of a commercial building known
as the "Family Medical Building", 800 S. Jasmine, Level One, located in Omak, Okanogan
County, Washington, which is legally described in Exhibit A attached hereto and
incorporated herein as though fully set forth, upon the following tenns and conditions:

lw I£!:m. The building is leased for a tenn of ten (10) years commencing March 11

2001; provided, however, that this agreement will be automatically renewed
from year to year thereafter., for a minimum of five (5) years, unless tenninated
as set forth herein~ Should Leasee vacate premises prior to the ten (10) year
term, Leasee shall repay to Leasor a prorated share of the original construction
costs.

2. Lease Payment. The Leasee shall pay the amount of three thousand five
hundred dollars ($3,500) pet month, including applicable leasehold tax, for the
above premises on the 1st day of each month, in advance, to the Leasor.

Said lease payment may be increased not more often than once per year based
upon the increase in the Consumer Price Index for All Urban Consumers as
published by the Untied States Department of Labor for the Seattle-Everett
Metropolitan Area.

3. Taxe~1l and tJtilities y Leasee sh.all pay all license and excise fees, sales, use,
leasehold and/or occupation taxes 011 the propeny and operations of the Leasee
on the property- Leasee shall be responsible for paynlent of utilities, including,
but not necessLlri.ly lilnited to lights, heat, electricity) water, sewage and garbage
d:is110sal. Leasee shall be solely respo.nsible for their own telephone service and
costs and expenses thereof; proY,tded, however! that the Leasor shall provide
telephone cable.

3.1 Water Consnm[!tion.. Leasee shall provide Leasor no later than the 'J 5th

day of the rnonth a sUlnlnary of the prior TIloneh's water cOllsurnption as
related to the water .pur.ification/dialysis equipment Said sunlolary must be
nleasurcd in gallons, cubic feet, or some other standard u'nit of measure that
can be conve:rted into cub:ic feet. Leasor shan use said sum.mary to
cleterlnine what Vt~lLUlle of the Leasor'g water bill is att.ributable to the

\
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purification/dialysis equipment.. Leasor will then apply the
purification/dialysis volume to the rate imposed by the City of Omak, or its
successor, to detemrine the Leasee's liability for the purification/dialysis
equipment for that month~ After deducting the purification/dialysis portion
from the .Leasor's bill, the Leasee shall also be .responsible for .its pro rata
share of the remaining water bill.. Said share shall be based on the
percentage of floor space rented by Leasor compared to the total occupied
.t1oor space in the building..

3.2 Sewer. The City of Onlak bases its comnlercial property sewer charges .in
direct correlation with water usage; Therefore, Leasor shall apply the
method outlined in 3.1 in calculating Leasee's portion for sewer charges.
Should the Ci,ty of Omak; or its successor, change its method of calculating
sewer charges; an alternative method shall be agreed upon by the Leasor
and Leasee and incorporated into this contract.

3.3 Electricity. Leasee shall supply to Leasor not later than the 15th of the
tnonth a summary of the total of hours spent 'by patients in dialysis chairs.
Said sUlnmary shall be used by Leaso111 to calculate electricity consumption
by dia.lysis chairs based on established ratings for the type of equipment
being utilized by Leasee. Monthly electricity consumption will then 'be
n1ultiplied by the rate established by the local Public Utility District No. 1
of Okanogan County for the Illost current month available to determine the
,Leasee's electricity liability as. relating to the dialysis chairs~ After
deducting the di~uysis chair related electrici.ty froln tbe Leasor's bill, the
Leasee shall also be responsible for its pro rata share of the remaining
electricity bill. Said share shall be based on the percentage of floor space
rented. by Leaso.r compared to the total occupied floor space in the building..

3.4 rraxes. Leasee shall be res.ponsible for its portion of applicable taxes as
applied to the utilities outlined in this section.

4, Subl~t. Leasee agrees not to sublet said premises, not assign this agreement or
any part thereof, without the prior written consent of the Leasor.

5. :Leasee's Obligations. The Leasee shall:

(a) Keep said premises in a clean and sanitary condition;

(b) Properly dispose of nlbbish, garbage, and waste in a clean and sanitary
manner at reasonable and regular intervals, and to assume all costs of
extermination and fumigation for infestation caused by Leasee;

(c) Properly use and operate all electrical, gas, heating and plumbing facilities,
fixtures, and appliances;



Mar.20, 2003 8:33AM No.2074 p. 5

(d) Not intentionally or negligently destroy, deface, damage, impair or remove
any part of the premises, its appurtenances, facilities, equipment, furniture,
furnishings, and appliances, nor to permit any member of Leasee)s
employment, itrvitee, licensee or other person acting under Leasee's control
to do so;

(e) Not to permit a nuisance or common waste;

(f) Not permit any animals, birds or reptiles in the building, un.less approved by
the Leasor

6.. Use of Premises. Leasee shall not use said premises for any illegal purpose.
Leasee agrees to confonn to municipal, county and state codes, statutes,
ordinances and regulations concerning the use and occupation of all said
premises. Leasor shall maintain the premises in substantial confonnance with
all applicable. provisions of municipal, county and state codes, statutes,
ordinances and regulations governing maintenance or operation of such
premises.

7. Leasor's Obligations~ The Leasor shall:

(a) Irrunediately notify Leasee, by certified mail or updated posting, of any
changes as to the person or address of Leasor;

(b) Maintain all structural components in good repair;

(c) Keep common areas reasonably clean and safe from defects increasing the
hazards of fire or accident;

(d) Provide a reasonable program for control of infestation by insects, rodents
and other pests at the initiation of the tenancy; pl'ovided, however, that
Leasor shall not be held responsible where infestation is caused by Leasee;

(e) Maintain all electrical, plumbing, heating and other facilities and appliances
supplied by Leasor in a reasonably good working order.

8. Surrender of Premises£ In the event of default in paylnent of any installment
of lease paym.ent, termination as provided herein, or at tbe expiration of said
teffil of this agreement, Leasee will quit and surrender the said premises to
Leasor.

9. TerminationT After one year, either party shall have the right to terminate this
agreement upon the giVing of sixty (60) days) advance written notice to the
other party, subject to the terms set forth in paragraph I. Th!ID.

3
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10. Venue, Cos.ts and Attomey~sFees. If by reason of any default or breach on
the part of either party in the performance of any of the provisions of this
agreement a legal action is instituted~ the losing party agrees to pay all
reasonable costs and attorney's fees in connection therewith. It .is agreed that
the venue of any legal action brought under the terms of this agreement may be
in the county in which the premises are situated.

IN WITNESS WHEREOF, the parties hereto have executed this agreement the
day and year first above written.

LEASOR:

OKANOGAN COUNTY PlJBLIC
HOSPITAL DISTRICT NO.3 d/b/a
MID-VALLEY HOSPITAL

By~_~__~ ----.
Michael D. Billing, Administrator

LEASEE:

RENAL CARE GROUP OF THE
NORTHWEST
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Leasor:

Leasee:
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EXHIBITA

Legal Description to
Commercial Lease Agreement

Okanogan County Public Hospital District No.. 3 d/b/a Mid-Valley Hospital

Sacred Heart Medical Center

3312 S9F. as per Taylor Gregory Architect Plan and rights to utilize twenty (20) parking
spaces for customers and staff.

Tax 156, Pt.. Of Lot 2, in the SW 114 of the SE ;4 of Section 34, T. 34 N., R. 267 E.W.M...
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FIRST :AMENDMENTTO·LEA.SE 

· . ~-First Amertchilen=t:to Lease (this ·•Fir8t .Amen4filenf'). is en~red int~ as oftliis . .,ll. ~ 
day of. J&taAII'l ..... 20()7 by and betwe~~ 9J(AN9GAN COUN'I'Y PUBLIC UQ~PlTAL· 
No.3; ilibta Mi~;.valley ~spital (~all.dlol'd~')and ~1\JAl., c~ ~il:O.UP'NORTB'WES'£1 
INC. ("Tertlint"). . . 

·· -. WI:~i\:Si'Lan<llord and Tenant are parties to. a certam:Le:tme dat¢d1uly 1, ~001, together 
.' . With an.y arid all 'amendments, lnodific~tion~~ ex;tetl$ions. etc; (coliectively, the. ''Lea$¢.~) ·.f« a 
' pot1:ion qf ~- C?mmercfal building- known as the ''Family M~d~car B~il~mg~\ ~nsistinft of. 
'~~pproxill\ately 3;31.2 s(lu~e fee(attd situate<'i~t 800: S, Jasmin~, Level Ohel Qmak; W~$blngton 

9&841 (the l'Premises'~~a8tnc>re parucuiai!Y.described intheLc~tS~~ l)nd • · · 

WHEREAS, Landlord. arid TeiiaritdeSitetoamend tli¢ L~~s¢• 

- .. NOW~ THEREFOJ:m;.·fu ccusid~ration of ·t4P mt~tual covenants herelli.•corttained tii\4.· 
' · 'fUrt\l"rgood ~dvaluable-consideratiOn, the.patties ~eeasfoJlows: · 

· .. . "1. .. . · NillWithstanding MYtbirtg.to 'the co~tl'IUY ®~~it1¢d -~~teilldllis First Amendment 1s: 
<:QntiJlgent ~~n. tenantreceivingi Certificate of Need (~CON') fulm t$ ~plf.ool)le a.uthotit¥ 'to 
ue3t pati¢11t$in· tile A~ditiot1~tl~P®e as: iietirted !-n p~~pll2 be~ow. m•tne. event tlmt T~mmt 
does notreceiveA~ CON~ rt¢iili~ party shalllli!V'e any i\lJ:thet·o~liga1ion to the other party· with 
:regard to:t.~s Fits~ Amendment. · 

2~ Upon the full' exebutloti of this -:First Atnetl~~t. 'I'enartt . .$Mll nave the rlg}ltto 
exp~d. the Prefuis~s byaqadditio»aJ.3,300:sqllare feeteAdditional Space·~} pnrsuant'to pi~ ®4. 

-specifications. approved by .Lalidlorii, wbicn approvaL sJUUI ®t b¢ vnre~9~~ly Withhel~ 
~nilitior¢ci or de~yeit 

· ·, S.. 'l'lwtenn offhe Lease is here by extended md shall tertninateon Febnmtt.Z8~ ·Z()t7./ 

, · : 4.- 1Jpon the .date which Tenant commeneesao txeat patientS: m ·Uie: .Addinoru~t$p~~~~. 
· th~.terrn ~Premises'l$hAllbe al11en~edamlc.Iefi~as.tb~tpoJ:tionof:~ oommerciathilildilig known 

··•.·;3':.i.:~::::::~~~'r;q .. r..:t<ln4sll~J!t 
·.. · . . . . $. . . . . . Upon the d~te wlll~lt. Tetmni commences to treat patients m the Ad.dittcmal SPllc¢, 1 
: Tenatitslmllpaym()nth1;rl:entfortiiePr~¢sfuJh~~a¢ount()f$7,7l4.0Q" . · · 

· ·.·.·. 6. . ·NotWitllsta]a(mg anyflringJ?··the contrary contairtecHnfhetease, Landlord hef:~hy 
· gr~tS fQ l'emi!lttlit,~ q~·~onse~utiv~~OPJl to ex~f)~· t~¢ ~~ .. oftbi~ .~~~e(eac~ al~Renewal 
· ()pt:ion'' each fora penod,offlve (5) years (¢ach an ~'Option Term"); 'The le~~ Qffh~ :P~J1li$e:S' 

-, ·fQt eAQ~Optit?n :f~tm.. shalt'9~ !}n th.e ~an\~ tPt!M 4nd eonditions contained in this Lease ~&~epr 
that the rent for eacli Optibn Ienn ahaU b~ the Fail'·Matket Vaiu~·ot the ~remiSes as defined 

· belo'!· 'Each RenewalOption ntay' be. exercised only by Wiitt¢11 rtotio~ ~ii~¢d by Tel\aut ro 
·· :4mtff()l'4:ft() 1li#;dltantihte,Jy(9~ dayspti()];tothe ~~l>if~tiol1 oft~#tencurrerttterm• 
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·Fai:r ;Market Value shall be defined a$(h~ then fair marketrental vatue of unimproved. shell spf!,ce 
s~rlred· by fue u.tilitie» 4et~ed in the Lease tht'lt is (:O~Paral)lejn size .fu tit~ P~e~ts¢$~ )eaS,¢4 f'¢r'a 
tefUl, <::oil}p~l>le to the Option Tel'ltl~. JU't4located in buildings equivalcntfu qualitY .and locatiol} 

· to the Premises• Fair M~rket Valu¢ shall be based otuhell sp®.e that is .not (i} ~gblet~std, (ii) 
s~bjectto anothett<mant's expimsipnorri!Jbtqf:first ~saJ.·rights~ .. or.(i1i).l~a.qea:, to tt t¢nanltMt. 
holds art own¢tShipinterestin otts otherwis~ affilia.ted With the 'tmtdloix:l.. 

Fab: Matket Value shall be det¢rtnined asol'ollows: W~tbiri thirty (~.O}days ofT~nant!s exe~:~~e 
.of a. Renewal Option pl.tr$uEU)t to the·tetms eontain\1({ hetein,:eac'h.,party1 .~its o~ cost~d IW 
givingqotipetq·tije other party, shall appoitttill'~id esft\te ~ppraiset: With atleastfive (§}yearS 
fJ,dJ~time commercialapprai$al exvetienceinthe area itrwhich fb¢.Premise~'·~ •• Iocat~~.to.· 

· 'appraise·the Fair:Mati¢t V1t.Iue. The apptllisers.s1ndl.b~yc fitteen{IS)·~ys .to~~eel:ij;ioii:.the 
· FaitMarketValue of the :PJ:'el1ti~es. ~Y agreementreaehed'by~tWo appraisers slt~ll be 
· _ :bfudin~upGntan:dldl'd Md.Tenant. Itt tlte•event;lbat the tWo a!)praisers·cu-~ ~ble fiY•~gree oJ1 
· •. the Fair Market 'Value. they.shallitntne4if\telyand mutUally $elepJ atimd(!pertdentthirdap:prai~~ 

· · meeting'the qualifications ~f~t~l1er~jn, The third ~pwaisef~~d~tet.triinafto4:·9:t'fh.¢ Fait.~et· 
Value ot'tlle.PtemJs~s shalt "b¢· inadewithint:e~ (1{)) qays,l\nd Landlot<l Md:Tenantshallshart 
the .eostof:retaining the third :apptai~er ¢qually •. The: two apprai~rt; otthe·tlilidappps.dseri•asthe 
case may'he, $hall i1llm¢4iatelyno1ifythepartie$ qf~d~tetminatron•·of~itMarl<.etValue.Of 
the.J;"irem:fses,··..,vmch shall be:bindlngon®thLandlord and Tenant artd Which shall sem}'as th¢· 
rent fot the Optiort 'fe11Il. · . · . . 

1 •. 

8; • .. . Except as lli~dified herein,;alH~rms. ~the L~~ $liallrem~tl lttt¢~ged~ ®d. are.· 
hereby ratified~ r~p:UbltSlied~~reafrmned and ate. 'ineoipQnited into tltis'I:1rst .Atn.endin:Mi 

IN WI.TNESS'WHERBOF, :L'anplQtq and Te1tatitfuWe execm~4this Fim Amendment ~gr· 
ttre dl\yand year first aboye·wrltten, 

tANDLORD: 

(;11<!\NOPA.N:COUNTY PPf:JOO 
HOSll,.IT:At/N0·3 .. . 

TEN~t.; 

S.BNALCAREGR()rJ}lN'OltrHWEST~ 
INC. 



SECOND AMENDMENT TO COMMERCIAL LEASE AGREEMENT 

1bis Second Amendment to Commercial Lease Agreement (this "Second Amendment") is 
entered into as of this z.;:,; rz&ay of J?lrJt/14-,1../j , 2016, by and between Okanogan County 
Public Hospital No. 3 d/b/a Mid-Valley Hospital ("Landlord") and Inland Northwest Renal Care 
Group, LLC d/b/a Omak Dialysis Unit alk/a Fresenius Medical Care Omak, as successor-in
interest to Renal Care Group Northwest, Inc. ("Tenant"). 

WHEREAS, Landlord and Tenant are parties to a certain Commercial Lease Agreement 
dated July 1, 2001, together with any and all amendments, modifications, extensions, etc. 
(collectively, the "Lease") for property situated at 800 Jasmine Street, Suite 1, Omak, 
Washington, containing approximately 6,612 square feet (the "Premises"), as more particularly 
described in the Lease. 

WHEREAS, Landlord and Tenant desire to amend and extend the Lease. 

NOW, THEREFORE, in consideration of the mutual covenants herein contained and further 
good and valuable consideration, the pmties agree as follows: 

1. The term of the Lease is hereby extended by five (5) years, commencing March 1, 
2017 and terminating on February 28, 2022 (the "Extended Term"). 

2. During the Extended Term, Tenant shall pay rent ("Rent") to Landlord for the 
Premises as follows: 

Dates (To/From) Rent per Square Foot Monthly Rent Annual Rent 

03/01/2017 - 02/28/2022 $17.55 $9,668.16* $116,017.92 

* Tenant shall reimburse Landlord for the Leasehold Tax that is based upon actual billing 
from the State of Washington per month. 

3. Landlord and Tenant hereby acknowledge and agree that pursuant to Section 6 of 
the First Amendment dated Janumy 11, 2007 ("First Amendment"), Tenant has two (2) remaining 
Renewal Options. Tenant may exercise each Renewal Option hereunder in accordance with Section 
6 of the First Amendment and the Rent payable for each Option Term shall be detennined in 
accordance with Section 6 of the First Amendment. 

4. Section 11 is hereby added to the Lease: 

"11. NOTICES. All notices (including requests, demands, approvals, or other 
communications) under this Lease shall be made in writing and sent by prepaid 
certified mail with return receipt requested or by a nationally recognized 
overnight delivery service (e.g. Federal Express, United Pm·cel Service) with 
charges prepaid or charged to the sender's account and sent to the following 
addresses: 

If to Landlord: 

FMCNi\231691 

Okanogan County Public Hospital No. 3 
c/o Mike Billings 

1 



If to Tenant: 
Premises 

With a copy to: 

810 Jasmine Street P.O. 
Omak, WA 98841 

Inland Northwest Renal Care Group, LLC At the 

Inland Northwest Renal Care Group, LLC 
c/o Fresenius Medical Care North America 
Attention: Law Department 
920 Winter Street 
Waltham, Massachusetts 02451 

All notices shall be effective on delivery if delivery is confirmed by the delivery 
service. Any correctly addressed notice that is refused, unclaimed, or 
undeliverable because of an act or omission of the party to be notified shall be 
considered to be effective as of the first date that the notice was refused, 
unclaimed, or considered undeliverable by the postal authorities or overnight 
delivery service. Either party may change its address by giving the other party ten 
(10) days prior written notice of the change in any manner permitted by this 
Section 11." 

5. Except as modified herein, all terms of the Lease shall remain unchanged, and are 
hereby ratified, republished and reaffmned and are incorporated into this Second Amendment. 

1N WITNESS WHEREOF, Landlord and Tenant have executed this Second Amendment as 
of the day and year first above written. 

LANDLORD: TENANT: 

Okanogan County Public Hospital No. 3 Inland Northwest Renal Care Group, LLC 

"'.~ Name: Bryan Mello 
Title: Assistant Treasure!' 

FMCNA231691 2 
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TerraScan TaxSifter - Okanogan County Washington

http://okanoganwa.taxsifter.com/Assessor.aspx?keyId=1018931&parcelNumber=3426340156&typeID=1[10/18/2018 12:49:02 PM]

SIMPLE SEARCH SALES SEARCH REETSIFTER COUNTY HOME PAGE CONTACT DISCLAIMER PAYMENT CART(0)

WASHINGTON TAXSIFTER

2019 Market Value

Land: $77,500

Improvements: $2,367,400

Permanent Crop: $0

Total $2,444,900

2019 Taxable Value

Land: $0

Improvements: $0

Permanent Crop: $0

Total $0

2019 Assessment Data

District: 910 - District 910

Current Use/DFL: No

  

Total Acres: 1.49000

OKANOGAN COUNTY

Scott D. Furman
Okanogan County Assessor 149 3rd North Avenue, Room 202 Okanogan, WA 98840

Assessor  Treasurer  Appraisal  MapSifter

Parcel
Parcel#: 3426340156

 

Owner Name: OKANOGAN CO HOSPITAL DIST #3

DOR Code: 65 - Services - Professional Address1:

Situs: 800 JASMINE ST Address2: PO BOX 793

Map Number: 34-26-34 City, State: OMAK WA

Status: EXEMPT FULL YEAR Zip: 98841

Description: TAX 156 PT LOT 2 (SW SE)

Comment: NAC WELL MAINT GOOD COND

Ownership
Owner's Name Ownership %

OKANOGAN CO HOSPITAL DIST #3 100 %

Sales History
Sale Date Sales Document # Parcels Excise # Grantor Grantee Price

03/14/00 3022199 1 73432 FAMILY MEDICAL BLDG OK CO PUBLIC HOSP DIST $0

09/30/99 -3014490 3 71785 FAMILY MED BLDG PNSP OKANOGAN CO HOSPITAL DIST #3 $600,000

Building Permits
Permit No. Date Description Amount

OM-10-28  COMMERCIAL - SEE PERMIT $0.00

OM-10-16  COMMERCIAL - SEE PERMIT $0.00

OM-10-04  COMMERCIAL - MODULAR UNITS $0.00

OM-09-19  COMMERCIAL -SEE PERMIT $0.00

OM-09-0001  COMMERCIAL ADDITION -SEE PERMIT $0.00

OM-07-0047  COMMERCIAL-FOUNDATION AND INSTALLATION ONLY $0.00

OM/03 0008  REPAIR/REMODEL $0.00

OM/02 1761  INTERIOR TENANT IMPROVEMENT TO EXISTING BUILDING $23,000.00

Historical Valuation Info

http://okanoganwa.taxsifter.com/Search/Results.aspx
http://okanoganwa.taxsifter.com/SalesSearch/SalesSearch.aspx
http://okanoganwa.reetsifter.com/
http://www.okanogancounty.org/
http://okanoganwa.taxsifter.com/Contact.aspx
http://okanoganwa.taxsifter.com/Disclaimer.aspx
http://okanoganwa.taxsifter.com/Cart.aspx
http://www.okanogancounty.org/
http://okanoganwa.taxsifter.com/Treasurer.aspx?keyId=1018931&parcelNumber=3426340156&typeID=1
http://okanoganwa.taxsifter.com/AppraisalDetails.aspx?keyId=1018931&parcelNumber=3426340156&typeID=1
http://okanoganwa.mapsifter.com/default.aspx?parcel=3426340156


TerraScan TaxSifter - Okanogan County Washington

http://okanoganwa.taxsifter.com/Assessor.aspx?keyId=1018931&parcelNumber=3426340156&typeID=1[10/18/2018 12:49:02 PM]

View Taxes

TX_RollYear_Search: 2019

Year Billed Owner Land Impr. PermCrop Value Total Exempt Taxable

2019 OKANOGAN CO HOSPITAL DIST #3 $77,500 $2,367,400 $0 $2,444,900 $2,444,900 $0

2018 OKANOGAN CO HOSPITAL DIST #3 $77,500 $2,367,400 $0 $2,444,900 $2,444,900 $0

2017 OKANOGAN CO HOSPITAL DIST #3 $77,500 $2,367,400 $0 $2,444,900 $2,444,900 $0

2016 OKANOGAN CO HOSPITAL DIST #3 $77,500 $2,367,400 $0 $2,444,900 $2,444,900 $0

2015 OKANOGAN CO HOSPITAL DIST #3 $77,500 $1,392,200 $0 $1,469,700 $1,469,700 $0

Parcel Comments
Date Comment

03/23/15 NAC WELL MAINT GOOD COND

Property Images
Click on an image to enlarge it.

1.0.6764.24232 Data current as of: 10/17/2018 4:31 PM

http://okanoganwa.taxsifter.com/Treasurer.aspx?keyId=1018931&parcelNumber=3426340156&typeID=1
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You can find the Corporate Magazine 
“ Living Knowledge” between chapter 2 and 3.
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 We work for people who rely on dialysis to 
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Fresenius Medical Care filed an Annual Report under Form 20-F with the Securities and Exchange 
 Commission ( SEC ) with additional information on the company. Fresenius Medical Care’s Annual Report 
on Form 20-F may be obtained from the company.

The audited financial statements of the group’s holding company, Fresenius Medical Care AG & Co. KGaA, 
will be submitted electronically to the German Federal Gazette ( Bundesanzeiger ) who files these Financial 
Statements with the company register. These Financial Statements can be obtained from the company. 

The audited consolidated financial statements in accordance with § 315 a Commercial Code ( HGB ) will 
be submitted electronically to the German Federal Gazette ( Bundesanzeiger ) who files these consolidated 
financial statements with the company register. These financial statements can be obtained from the Company.

The publications can be also accessed on www.freseniusmedicalcare.com.
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143CO N S O L i DAT E D  S TAT E M E N T S 
O F  i N CO M E

CONSOLiDATED STATEMENTS OF iNCOME
in $ THOUS, except share data

 

Note 2016 2015

Net revenue   

Health Care 14,949,086 13,801,298

Less: patient service bad debt provision 430,230 409,583

Net Health Care 14,518,856 13,391,715

Dialysis Products 3,391,931 3,345,867

 TOTAL 22 17,910,787 16,737,582

Costs of revenue

Dialysis Care 10,661,488 9,861,253

Dialysis Products 1,469,657 1,545,166

 TOTAL 12,131,145 11,406,419

Gross profit 5,779,642 5,331,163

Operating (income) expenses

Selling, general and administrative 3,044,663 2,895,581

Research and development 162,364 140,302

Income from equity method investees 22 (64,908) (31,452)

  OpERATiNG iNCOME 2,637,523 2,326,732

Interest income (46,644) (116,575)

Interest expense 452,177 508,035

Income before income taxes 2,231,990 1,935,272

Income tax expense 16 683,139 622,123

Net income 1,548,851 1,313,149

Less: Net income attributable to noncontrolling interests 305,584 283,704

   NET iNCOME ATTRiBUTABLE TO SHAREHOLDERS  
OF  FMC AG & CO. KGAA 1,243,267 1,029,445

 BASiC EARNiNGS pER SHARE 14 4.07 3.38 

 FULLy DiLUTED EARNiNGS pER SHARE 14 4.06 3.38 

See accompanying notes to consolidated financial statements.

T.  4 .1
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144 CO N S O L i DAT E D  S TAT E M E N T S 
O F   CO M pR E H E N S i V E  i N CO M E

CO N S O L i DAT E D  B A L A N C E  S H E E T S

CONSOLiDATED STATEMENTS OF COMpREHENSiVE iNCOME
in $ THOUS

 

Note 2016 2015

 NET iNCOME 1,548,851 1,313,149

Gain (loss) related to cash flow hedges 19, 20 27,795 60,131

Actuarial gains (losses) on defined benefit pension plans 10, 20 (1,464) 81,834

Gain (loss) related to foreign currency translation 20  1,280 (352,125)

Income tax (expense) benefit related to components of other comprehensive income 20  (11,774) (43,353)

 OTHER COMpREHENSiVE iNCOME (LOSS), NET OF TAX 20  15,837 (253,513)

 TOTAL COMpREHENSiVE iNCOME 1,564,688 1,059,636

Comprehensive income attributable to noncontrolling interests 304,138 278,743

  COMpREHENSiVE iNCOME ATTRiBUTABLE TO SHAREHOLDERS  
OF  FMC AG & CO. KGAA 1,260,550 780,893

See accompanying notes to consolidated financial statements.

T.  4 . 2

CONSOLiDATED BALANCE SHEETS 
in $ THOUS, except share and per share data, December 31

Assets Note 2016 2015

Current assets   

Cash and cash equivalents 747,233 549,500

Trade accounts receivable less allowance for doubtful accounts  
of $ 508,562 in 2016 and $ 465,790 in 2015 3,524,258 3,285,196

Accounts receivable from related parties 2 220,797 218,285

Inventories 3 1,409,834 1,340,751

Prepaid expenses and other current assets 4 1,411,833 1,374,715

 TOTAL CURRENT ASSETS 7,313,955 6,768,447

Property, plant and equipment, net 5 3,773,213 3,425,574

Intangible assets 6 847,198 830,489

Goodwill 6 13,666,446 13,032,750

Deferred taxes 16 202,838 188,833

Investment in equity method investees 22 679,242 644,709

Other assets 451,050 474,452

 TOTAL ASSETS 26,933,942 25,365,254

See accompanying notes to consolidated financial statements.

T.  4 . 3
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145

CONSOLiDATED BALANCE SHEETS 
in $ THOUS, except share and per share data, December 31

Liabilities and shareholders’ equity Note 2016 2015

Current liabilities    

Accounts payable 606,694 627,828

Accounts payable to related parties 2 278,355 153,023

Accrued expenses and other current liabilities 7 2,653,185 2,503,137

Short-term debt 8 602,494 109,252

Short-term debt from related parties 8 3,162 19,052

Current portion of long-term debt and capital lease obligations 9 763,398 664,335

Income tax payable 130,009 72,819

 TOTAL CURRENT LiABiLiTiES 5,037,297 4,149,446

Long-term debt and capital lease obligations, less current portion 9 7,202,545 7,853,487

Other liabilities 658,842 465,625

Pension liabilities 10 540,267 585,328

Income tax payable 124,576 162,500

Deferred taxes 16 672,267 624,500

 TOTAL LiABiLiTiES 14,235,794 13,840,886

Noncontrolling interests subject to put provisions and other temporary equity 11 1,241,088 1,028,368

Shareholders’ equity

Ordinary shares, no par value, € 1.00 nominal value, 385,913,972 shares authorized, 
307,221,791 issued and 306,221,840 outstanding 12 379,585 387,162

Treasury stock, at cost 12 (66,895) (505,014)

Additional paid-in capital 12 2,977,972 3,470,308

Retained earnings 12 8,837,072 7,870,981

Accumulated other comprehensive (loss) income 20 (1,319,012) (1,336,295)

  TOTAL FMC AG & CO. KGAA SHAREHOLDERS’ EQUiTy 10,808,722 9,887,142

Noncontrolling interests not subject to put provisions 648,338 608,858

 TOTAL EQUiTy 11,457,060 10,496,000

 TOTAL LiABiLiTiES AND EQUiTy 26,933,942 25,365,254

See accompanying notes to consolidated financial statements.

T.  4 . 3
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146 CO N S O L i DAT E D  S TAT E M E N T S 
O F  C A S H  F LOW S

CONSOLiDATED STATEMENTS OF CASH FLOWS
in $ THOUS

Note 2016 2015

Operating activities    

Net income 1,548,851 1,313,149 

Adjustments to reconcile net income to net cash provided by  
operating activities:

Depreciation and amortization 5, 6, 22 775,945 717,322 

Change in deferred taxes, net (5,628) (45,452)

(Gain) loss on sale of fixed assets and investments (2,317) (2,318)

Compensation expense related to stock options 15 30,176 12,323 

Investments in equity method investees, net (58,608) (17,776)

Changes in assets and liabilities, net of amounts  
from businesses acquired:

Trade accounts receivable, net (242,289) (330,960)

Inventories (66,668) (301,009)

Prepaid expenses, other current and non-current assets 53,751 47,997 

Accounts receivable from related parties (79,445) (300)

Accounts payable to related parties 133,653 27,208 

Accounts payable, accrued expenses and other current and non-current liabilities 45,729 548,955 

Income tax payable 6,732 (9,092)

 NET CASH pROViDED By (USED iN) OpERATiNG ACTiViTiES 2,139,882 1,960,047 

See accompanying notes to consolidated financial statements.

T.  4 . 4
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CONSOLiDATED STATEMENTS OF CASH FLOWS
in $ THOUS

Note 2016 2015

investing activities   

Purchases of property, plant and equipment 22 (1,029,992) (952,943)

Proceeds from sale of property, plant and equipment 17,662 17,408 

Acquisitions and investments, net of cash acquired, and purchases of intangible assets 21, 22 (577,581) (316,810)

Proceeds from divestitures 210,584 251,660 

 NET CASH pROViDED By (USED iN) iNVESTiNG ACTiViTiES (1,379,327) (1,000,685)

  

Financing activities

Proceeds from short-term debt 891,266 287,526 

Repayments of short-term debt (379,119) (313,872)

Proceeds from short-term debt from related parties 137,588 58,804 

Repayments of short-term debt from related parties (153,638) (44,270)

Proceeds from long-term debt and capital lease obligations 2,292 6,035 

Repayments of long-term debt and capital lease obligations (732,874) (324,855)

Increase (decrease) of accounts receivable securitization program 124,000 (290,750)

Proceeds from exercise of stock options, net 49,065 94,166 

Dividends paid 12 (277,176) (263,244)

Distributions to noncontrolling interests (325,762) (284,474)

Contributions from noncontrolling interests 79,597 67,395 

 NET CASH pROViDED By (USED iN) FiNANCiNG ACTiViTiES (584,761) (1,007,539)

  EFFECT OF EXCHANGE RATE CHANGES ON CASH  
AND CASH EQUiVALENTS 21,939 (36,178)

Cash and cash equivalents

Net increase (decrease) in cash and cash equivalents 197,733 (84,355)

Cash and cash equivalents at beginning of period 549,500 633,855 

 CASH AND CASH EQUiVALENTS AT END OF pERiOD 747,233  549,500 

See accompanying notes to consolidated financial statements.

T.  4 . 4
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148 CO N S O L i DAT E D  S TAT E M E N T 
O F   S H A R E H O L D E R S ’  E Q U i T y

CONSOLiDATED STATEMENT OF SHAREHOLDERS’ EQUiTy
in $ THOUS, except share data

Ordinary shares Treasury stock

Note
Number of

shares
No par

value
Number of  

shares Amount

  BALANCE AT  DECEMBER 31, 2014 311,104,251 385,215 (7,548,951) (505,014)

Proceeds from exercise of options  
and related tax effects 15 1,758,820 1,947 – –

Compensation expense related to stock options 15 – – – –

Vested subsidiary stock incentive plans 12 – – – –

Dividends paid 12 – – – –

Purchase / sale of noncontrolling interests – – – –

Contributions from / to noncontrolling interests – – – –

Expiration of put provisions and other reclassifications 11 – – – –

Changes in fair value of noncontrolling interests subject 
to put provisions 11 – – – –

Net income – – – –

Other comprehensive income ( loss ) 20 – – – –

Comprehensive income – – – –

  BALANCE AT  DECEMBER 31, 2015 312,863,071 387,162 (7,548,951) (505,014)

Proceeds from exercise of options  
and related tax effects 15 907,720 1,014 – –

Compensation expense related to stock options 15 – – – –

Vested subsidiary stock incentive plans 12 – – – –

Withdrawal of treasury stock 12 (6,549,000) (8,591) 6,549,000 438,119

Dividends paid 12 – – – –

Purchase / sale of noncontrolling interests – – – –

Contributions from / to noncontrolling interests – – – –

Expiration of put provisions and other reclassifications 11 – – – –

Changes in fair value of noncontrolling interests  
subject to put provisions 11 – – – –

Net income – – – –

Other comprehensive income ( loss ) 20 – – – –

Comprehensive income – – – –

  BALANCE AT  DECEMBER 31, 2016 307,221,791 379,585 (999,951) (66,895)

See accompanying notes to consolidated financial statements.

T.  4 . 5
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CONSOLiDATED STATEMENT OF SHAREHOLDERS’ EQUiTy
in $ THOUS, except share data

Note

Additional 
paid in  
capital

Retained
earnings

Accumu lated 
other com-
pre hensive 

income (loss)

Total 
FMC AG & 
Co. KGaA 

share-
holders’  

equity

 Non-
controlling 

interests  
not subject 

to put  
provisions  Total 

  BALANCE AT 
 DECEMBER 31, 2014 3,546,075 7,104,780 (1,087,743) 9,443,313 585,058 10,028,371

Proceeds from exercise of options 
and related tax effects 15 87,065 – – 89,012 – 89,012

Compensation expense related 
to stock options 15 12,323 – – 12,323 – 12,323

Vested subsidiary stock  
incentive plans 12 (4,613) – – (4,613) – (4,613)

Dividends paid 12 – (263,244) – (263,244) – (263,244)

Purchase / sale of noncontrolling 
 interests 7,461 – – 7,461 7,169 14,630

Contributions from / to 
 noncontrolling interests – – – – (100,852) (100,852)

Expiration of put provisions and 
other reclassifications 11 – – – – (5,206) (5,206)

Changes in fair value of noncontroll-
ing interests subject to put provisions 11 (178,003) – – (178,003) – (178,003)

Net income – 1,029,445 – 1,029,445 124,577 1,154,022

Other comprehensive income ( loss ) 20 – – (248,552) (248,552) (1,888) (250,440)

Comprehensive income – – – 780,893 122,689 903,582

  BALANCE AT 
 DECEMBER 31, 2015 3,470,308 7,870,981 (1,336,295) 9,887,142 608,858 10,496,000

Proceeds from exercise of options 
and related tax effects 15 49,307 – – 50,321 – 50,321

Compensation expense related 
to stock options 15 30,176 – – 30,176 – 30,176

Vested subsidiary stock  
incentive plans 12 (2,967) – – (2,967) – (2,967)

Withdrawal of treasury stock 12 (429,528) – – – – –

Dividends paid 12 – (277,176) – (277,176) – (277,176)

Purchase / sale of  
noncontrolling  interests (1,212) – – (1,212) 13,105 11,893

Contributions from / to 
 noncontrolling interests – – – – (107,354) (107,354)

Expiration of put provisions 
and other reclassifications 11 – – – – 9,756 9,756

Changes in fair value of noncontroll-
ing interests subject to put provisions 11 (138,112) – – (138,112) – (138,112)

Net income – 1,243,267 – 1,243,267 123,482 1,366,749

Other comprehensive income ( loss ) 20 – – 17,283 17,283 491 17,774

Comprehensive income – – – 1,260,550 123,973 1,384,523

  BALANCE AT 
 DECEMBER 31, 2016 2,977,972 8,837,072 (1,319,012) 10,808,722 648,338 11,457,060

See accompanying notes to consolidated financial statements.
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150 N O T E S  TO  CO N S O L i DAT E D 
F i N A N C i A L  S TAT E M E N T S
Unless otherwise noted, numbers are stated in thousands, except share data.

1. The Company and basis of presentation

The Company

Fresenius Medical Care AG & Co. KGaA ( FMC AG & CO. KGAA or the Company ), a German partnership limited by shares 
( Kommanditgesellschaft auf Aktien ), is the world’s largest kidney dialysis company, based on publicly reported sales 
and number of patients treated. The Company provides dialysis treatment and related dialysis care services to persons 
who suffer from end-stage renal disease ( ESRD ), as well as other health care services. The Company provides dialysis 
products for the treatment of ESRD, including products manufactured and distributed by the Company such as hemo-
dialysis machines, peritoneal cyclers, dialyzers, peritoneal solutions, hemodialysis concentrates, solutions and gran-
ulates, bloodlines, renal pharmaceuticals and systems for water treatment. The Company supplies dialysis clinics it 
owns, operates or manages with a broad range of products and also sells dialysis products to other dialysis service 
providers. The Company describes its other health care services as “Care Coordination”. Care Coordination current-
ly includes the coordinated delivery of pharmacy services, vascular, cardiovascular and endovascular specialty services, 
non-dialysis laboratory testing services, physician services, hospitalist and intensivist services, health plan services, 
ambulatory surgery center services and urgent care services, which, together with dialysis care services represent 
the Company’s Health Care Services.

In these notes, “FMC AG & CO. KGAA”, or the “Company”, “we”, “us” or “our” refers to the Company or the Compa-
ny and its subsidiaries on a consolidated basis, as the context requires. “Fresenius SE” and “Fresenius SE & Co. KGaA” 
refer to Fresenius SE & Co. KGaA, a German partnership limited by shares resulting from the change of legal form of 
Fresenius SE ( effective as of January 2011 ), a European Company ( Societas Europaea ) previously called Fresenius AG, 
a German stock corporation. “Management AG” and the “General Partner” refer to Fresenius Medical Care Manage-
ment AG which is FMC AG & CO. KGAA’s general partner and is wholly owned by Fresenius SE. “Management Board” 
refers to the members of the management board of Management AG and, except as otherwise specified, “Super visory 
Board” refers to the supervisory board of FMC AG & CO. KGAA. “Ordinary shares” refers to the ordinary shares prior to 
the conversion in 2013 of the Company’s preference shares into ordinary shares. Following the conversion, the Com-
pany refers to their ordinary shares as “shares”, see note 12. The term “North America segment” refers to the North 
America operating segment; the term “EMEA segment” refers to the Europe, Middle East and Africa operating seg-
ment, the term “Asia-Pacific segment” refers to the Asia-Pacific operating segment, and the term “Latin America 
segment” refers to the Latin America operating segment. For further discussion of the Company’s operating segments, 
see note 22. 

Basis of presentation

The accompanying consolidated financial statements have been prepared in accordance with the United States’ 
generally accepted accounting principles ( U. S. GAAP ).

The preparation of consolidated financial statements in conformity with U. S. GAAP requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contin-
gent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates. Such financial statements 
reflect all adjustments that, in the opinion of management, are necessary for a fair presentation of the results of the 
periods presented. All such adjustments are of a normal recurring nature.
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Summary of significant accounting policies

a ) Principles of consolidation
The consolidated financial statements include the earnings of all companies in which the Company has legal or 
effective control. This includes variable interest entities ( VIES ) for which the Company is deemed the primary bene-
ficiary. The Company also consolidates certain clinics that it manages and financially controls. Noncontrolling inter-
ests represent the proportionate equity interests in the Company’s consolidated entities that are not wholly owned 
by the Company. Noncontrolling interests of acquired entities are valued at fair value. The equity method of account-
ing is used for investments in associated companies over which the Company has significant exercisable influence, 
even when the Company holds 50 % or less of the common stock of the entity. All significant intercompany transac-
tions and balances have been eliminated.

The Company has entered into various arrangements with certain legal entities whereby the entities’ equity 
holders lack the power to direct the activities that most significantly impact the entities’ performance, and the obli-
gation to absorb expected losses and receive expected residual returns of the legal entities. In these arrangements, 
the entities are VIES in which the Company has been determined to be the primary beneficiary and which therefore 
have been fully consolidated. During 2016, as a result of the changes arising from the Financial Accounting Standards 
Board’s ( FASB ) Accounting Standards Update 2015 - 02 ( ASU 2015 - 02 ), the Company has reassessed all of its arrange-
ments with joint ventures and other partners. With the adoption of ASU 2015 - 02, the Company has presented the VIE 
data below on a retrospective basis which is applied using the VIE entities in place as of December 31, 2016 for 2015 
utilizing a pro forma presentation to ensure comparability. For further information on the Company’s adoption of 
ASU 2015 - 02, see 1 t ) below. In the North America segment, 111 formerly consolidated VIES do not follow the variable 
interest entity guidance any longer, but are consolidated through contractual management agreements. In 2016, 
26 VIES are now consolidated because of newly entered arrangements as well as one entity ceased to be a VIE because 
the arrangement was dissolved. In the EMEA segment, one VIE was liquidated. The Company has provided some or 
all of the following services to VIES : management, financing or product supply. Consolidated VIES generated approx-
imately $ 251,594 and $ 246,983 in revenue in 2016 and 2015, respectively. At December 31, 2016 and 2015 the Company 
provided funding to VIES through loans and accounts receivable of $ 188,299 and $ 196,199, respectively. 

The table below shows the carrying amounts of the assets and liabilities of VIES at December 31, 2016 and 2015 :

CARRyiNG AMOUNTS ViE S
in $ THOUS

2016 2015

Trade accounts receivable, net 80,080 97,326

Other current assets 85,948 80,596

Property, plant and equipment, intangible assets & other non-current assets 57,306 60,155

Goodwill 31,931 31,995

Accounts payable, accrued expenses and other liabilities 191,223 204,126

Non-current loans from related parties 54,301 41,151

Equity 9,741 24,795

T.  4 . 6
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b ) Cash and cash equivalents
Cash and cash equivalents comprise cash funds and all short-term, liquid investments with original maturities of up 
to three months.

c ) Inventories
Inventories are stated at the lower of cost ( determined by using the average or first-in, first-out method ) or net 
realizable value see note 3. Costs included in inventories are based on invoiced costs and / or production costs or the 
marked to market valuation, as applicable. Included in production costs are material, direct labor and production 
overhead, including depreciation charges.

d ) Property, plant and equipment
Property, plant, and equipment are stated at cost less accumulated depreciation see note 5. Significant improvements 
are capitalized; repairs and maintenance costs that do not extend the useful lives of the assets are charged to expense 
as incurred. Property and equipment under capital leases are stated at the present value of future minimum lease 
payments at the inception of the lease, less accumulated depreciation. Depreciation on property, plant and equipment 
is calculated using the straight-line method over the estimated useful lives of the assets ranging from 4 to 50 years 
for buildings and improvements with a weighted average life of 13 years and 3 to 19 years for machinery and equip-
ment with a weighted average life of 10 years. Equipment held under capital leases and leasehold improvements are 
amortized using the straight-line method over the shorter of the lease term or the estimated useful life of the asset. 
Internal use platform software that is integral to the computer equipment it supports is included in property, plant 
and equipment. The Company capitalizes interest on borrowed funds during construction periods. Interest capitalized 
during 2016 and 2015 was $ 4,954 and $ 6,082, respectively.

e ) Intangible assets and goodwill 
Intangible assets such as non-compete agreements, technology, distribution rights, patents, licenses to treat, licens-
es to manufacture, distribute and sell pharmaceutical drugs, exclusive contracts and exclusive licenses, trade names, 
management contracts, application software, acute care agreements, customer relationships and lease agreements 
are recognized and reported apart from goodwill see note 6. Patient relationships however are not reported as separate 
intangible assets due to the missing contractual basis but are part of goodwill.

Goodwill and identifiable intangibles with indefinite useful lives are not amortized but tested for impairment 
annually or when an event becomes known that could trigger an impairment. The Company identified trade names 
and certain qualified management contracts as intangible assets with indefinite useful lives because, based on an 
analysis of all of the relevant factors, there is no foreseeable limit to the period over which those assets are expect-
ed to generate net cash inflows for the Company. Intangible assets with finite useful lives are amortized over their 
respective useful lives to their residual values. The Company amortizes non-compete agreements over their useful 
life which on average is 6 years. Technology is amortized over its useful life of 15 years. Licenses to manufacture, 
distribute and sell pharmaceutical drugs, exclusive contracts and exclusive licenses are amortized over their useful 
life which on average is 10 years. Customer relationships are amortized over their useful life of 10 years. All other 
intangible assets are amortized over their weighted average useful lives of 7 years. The weighted average useful life 
of all amortizable intangible assets is 8 years. Intangible assets with finite useful lives are evaluated for impairment 
when events have occurred that may give rise to an impairment.

To perform the annual impairment test of goodwill, the Company identified its reporting units and determined 
their carrying value by assigning the assets and liabilities, including the existing goodwill and intangible assets, to 
those reporting units. The reporting units are the North America segment, EMEA segment, Asia-Pacific segment and 
the Latin America segment. For the purpose of goodwill impairment testing, all corporate assets and liabilities are 
allocated to the reporting units.
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In a first step, the Company compares the fair value of a reporting unit to its carrying amount. Fair value is 
determined using estimated future cash flows for the unit discounted by an after-tax weighted average cost of 
capital ( WACC ) specific to that reporting unit. Estimating the future cash flows involves significant assumptions, espe-
cially regarding future reimbursement rates and sales prices, number of treatments, sales volumes and costs. In 
determining discounted cash flows, the Company utilizes for every reporting unit, its three-year budget, projections 
for years for to ten and a representative growth rate for all remaining years. Projections for up to ten years are 
possible due to the stability of the Company’s business which, results from the non-discretionary nature of the Health 
Care Services the Company provides, the need for products utilized to provide such services and the availability of 
government reimbursement for a substantial portion of our services. The reporting units’ average revenue growth 
for the ten year planning period is within a mid single-digit range for the North America segment, EMEA segment 
and the Latin America segment, whereas for the Asia-Pacific segment the average revenue growth is in the high 
single-digits. A substantial portion of the Company’s profit is generated in the North America segment. The Com-
pany expects a stable operating income margin with a higher margin in dialysis business compensating a lower 
margin in Care Coordination. The reporting units’ respective expected growth rates for the period beyond ten years 
are : North America segment 1 %, EMEA segment 0 %, Asia-Pacific segment 4 % and Latin America segment 3.5 %. The 
discount factor is determined by the WACC of the respective reporting unit. The Company’s WACC consisted of a basic 
rate of 5.14 % for 2016. The basic rate is then adjusted by a country-specific risk rate and, if appropriate, by a factor 
to reflect higher risks associated with the cash flows from recent material acquisitions, until they are appropriately 
integrated, within each reporting unit. In 2016, WACCs for the reporting units ranged from 5.12 % to 15.88 %. 

In the case that the fair value of the reporting unit is less than its carrying value, a second step would be 
performed which compares the implied fair value of the reporting unit’s goodwill to the carrying value of its good-
will. If the fair value of the goodwill is less than the carrying value, the difference is recorded as an impairment.

To evaluate the recoverability of intangible assets with indefinite useful lives, the Company compares the fair 
values of intangible assets with their carrying values. An intangible asset’s fair value is determined using a discount-
ed cash flow approach or other methods, if appropriate.

f ) Derivative financial instruments
Derivative financial instruments, which primarily include foreign currency forward contracts and interest rate swaps, 
are recognized as assets or liabilities at fair value in the balance sheet see note 19. From time to time, the Company 
may enter into other types of derivative instruments which are dealt with on a transaction by transaction basis. 
Changes in the fair value of derivative financial instruments classified as fair value hedges and in the corresponding 
underlying assets and liabilities are recognized periodically in earnings, while the effective portion of changes in fair 
value of derivative financial instruments classified as cash flow hedges is recognized in accumulated other compre-
hensive income ( loss ) ( AOCI ) in shareholders’ equity. The ineffective portion is recognized in current net earnings. The 
change in fair value of derivatives that do not qualify for hedge accounting are recorded in the income statement 
and usually offset the changes in value recorded in the income statement for the underlying asset or liability.

g ) Foreign currency translation
For purposes of these consolidated financial statements, the U. S. dollar is the reporting currency. Substantially all 
assets and liabilities of the parent company and all non-U. S. subsidiaries are translated at year-end exchange rates, 
while revenues and expenses are translated at average exchange rates. Adjustments for foreign currency translation 
fluctuations are excluded from net earnings and are reported in AOCI. In addition, the translation adjustments of 
certain intercompany borrowings, which are of a long-term nature, are reported in AOCI.
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h ) Revenue recognition and allowance for doubtful accounts
Revenue recognition 

Health Care revenues, other than the hospitalist revenues discussed below, are recognized on the date the patient 
receives treatment and includes amounts related to certain services, products and supplies utilized in providing such 
treatment. The patient is obligated to pay for health care services at amounts estimated to be receivable based upon 
the Company’s standard rates or at rates determined under reimbursement arrangements. In the U. S., these arrange-
ments are generally with third party payors, such as Medicare, Medicaid or commercial insurers. Outside the U. S., 
the reimbursement is usually made through national or local government programs with reimbursement rates estab-
lished by statute or regulation. 

Dialysis product revenues are recognized upon transfer of title to the customer, either at the time of shipment, 
upon receipt or upon any other terms that clearly define passage of title. Product revenues are normally based upon 
pre-determined rates that are established by contractual arrangement.

For both, Health Care revenues and Dialysis Product revenues, patients, third party payors and customers are 
billed at our standard rates net of contractual allowances, discounts or rebates to reflect the estimated amounts to 
be receivable from these payors. 

In the U. S., hospitalist revenues are reported at the estimated net realizable amount from third-party payors, 
client hospitals, and others at the time services are provided. Third-party payors include federal and state agencies 
( under the Medicare and Medicaid programs ), managed care health plans, and commercial insurance companies. 
Inpatient acute care services rendered to Medicare and Medicaid program beneficiaries are paid according to a fee-
for-service schedule. These rates vary according to a patient classification system that is based on clinical, diagnos-
tic and other factors. Inpatient acute services generated through payment arrangements with managed care health 
plans and commercial insurance companies are recorded on an accrual basis in the period in which services are 
provided at established rates. Contractual adjustments and bad debts are recorded as deductions from gross revenue 
to determine net revenue. In addition to the net patient service revenue described below, the Company receives 
subsidies from hospitals to provide hospitalist services.

For services performed for patients where the collection of the billed amount or a portion of the billed amount 
cannot be determined at the time services are performed, health care entities must record the difference between 
the receivable recorded and the amount estimated to be collectible as a provision with the expense presented as a 
reduction of Health Care revenue. The provision includes such items as amounts due from patients without adequate 
insurance coverage and patient co-payment and deductible amounts due from patients with health care coverage. 
The Company determines the provision primarily on past collection history and reports it as “patient service bad debt 
provision” on the consolidated statements of income.

A portion of product revenues outside the North America segment is generated from arrangements which 
give the customer, typically a healthcare provider, the right to use dialysis machines. In the same contract the 
customer agrees to purchase the related treatment disposables at a price marked up from the standard price list. 
If the right to use the machine is conveyed through an operating lease, FMC AG & CO. KGAA does not recognize 
revenue upon delivery of the dialysis machine but recognizes revenue on the sale of disposables with revenue for 
the use of dialysis machines recognized over the term of the lease contract. If the lease of the machines is a sales 
type lease, ownership of the dialysis machine is transferred to the user upon installation of the dialysis machine at 
the customer site. In this type of contract, revenue is recognized in accordance with the accounting principles for 
sales type leases.

Any tax assessed by a governmental authority that is incurred as a result of a revenue transaction ( e. g. sales tax ) 
is excluded from revenues and the related revenue is reported on a net basis.
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Allowance for doubtful accounts
In the North America segment for receivables generated from Health Care Services, the accounting for the allowance 
for doubtful accounts is based on an analysis of collection experience and recognizing the differences between 
payors. The Company also performs an aging of accounts receivable which enables the review of each customer and 
their payment pattern. From time to time, accounts receivable are reviewed for changes from the historic collection 
experience to ensure the appropriateness of the allowances.

The allowance for doubtful accounts in the EMEA segment, the Asia-Pacific segment, the Latin America segment 
and the Dialysis Products business in the North America segment is an estimate comprised of customer specific 
evaluations regarding their payment history, current financial stability, and applicable country specific risks for receiv-
ables that are overdue more than one year. The changes in the allowance for these receivables are recorded in selling, 
general and administrative as an expense.

When all efforts to collect a receivable, including the use of outside sources where required and allowed, have 
been exhausted, and after appropriate management review, a receivable deemed to be uncollectible is considered 
a bad debt and written off.

i ) Research and development expenses
Research and development expenses are expensed as incurred.

j ) Income taxes
Current taxes are calculated based on the profit ( loss ) of the fiscal year and in accordance with local tax rules of the 
respective tax jurisdictions. Expected and executed additional tax payments and tax refunds for prior years are also 
taken into account. Benefits from income tax positions have been recognized only when it was more likely than not 
that the Company would be entitled to the economic benefits of the tax positions. The more-likely-than-not thresh-
old has been determined based on the technical merits that the position will be sustained upon examination. If a 
tax position meets the more-likely-than-not recognition threshold, management estimates the largest amount of tax 
benefit that is more than fifty percent likely to be realized upon settlement with a taxing authority, which becomes 
the amount of benefit recognized. If a tax position is not considered more likely than not to be sustained based 
solely on its technical merits, no benefits are recognized.

The Company recognizes deferred tax assets and liabilities for the future tax consequences attributable to 
temporary differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax basis, tax credits and tax loss carryforwards. Deferred tax assets and liabilities are measured using the 
respective countries enacted tax rates to be applied to taxable income in the years in which those temporary differ-
ences are expected to be recovered or settled. A valuation allowance is recorded to reduce the carrying amount of 
the deferred tax assets to the amount more likely than not to be realized see note 16.

It is the Company’s policy that assets for uncertain tax positions are recognized to the extent it is more likely 
than not the tax will be recovered. It is also the Company’s policy to recognize interest and penalties related to its 
income tax positions as income tax expense.

k ) Impairment
The Company reviews the carrying value of its long-lived assets or asset groups with definite useful lives to be held 
and used for impairment whenever events or changes in circumstances indicate that the carrying value of these 
assets may not be recoverable. Recoverability of these assets is measured by a comparison of the carrying value of 
an asset to the future net cash flows directly associated with the asset. If assets are considered to be impaired, the 
impairment recognized is the amount by which the carrying value exceeds the fair value of the asset. The Company 
uses a discounted cash flow approach or other methods, if appropriate, to assess fair value.

Long-lived assets to be disposed of by sale are reported at the lower of carrying value or fair value less cost 
to sell and depreciation is ceased. Long-lived assets to be disposed of other than by sale are considered to be held 
and used until disposal.

For the Company’s policy related to goodwill impairment see 1e. 
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l ) Debt issuance costs
Debt issuance costs related to a recognized debt liability are presented on the balance sheet as a direct deduction from 
the carrying amount of that debt liability. These costs are amortized over the term of the related obligation see note 9.

m ) Self-insurance programs 
Under the Company’s insurance programs for professional, product and general liability, auto liability and worker’s 
compensation claims and medical malpractice claims, the Company’s largest subsidiary is partially self-insured for 
professional liability claims. For all other coverage, the Company assumes responsibility for incurred claims up to 
predetermined amounts above which third party insurance applies. Reported liabilities for the year represent esti-
mated future payments of the anticipated expense for claims incurred ( both reported and incurred but not report-
ed ) based on historical experience and existing claim activity. This experience includes both the rate of claims 
incidence ( number ) and claim severity ( cost ) and is combined with individual claim expectations to estimate the 
reported amounts.

n ) Concentration of risk
The Company is engaged in the manufacture and sale of products for all forms of kidney dialysis, principally to 
healthcare providers throughout the world, and in providing kidney dialysis treatment. The Company also provides 
additional health care services under Care Coordination. The Company performs ongoing evaluations of its custom-
ers’ financial condition and, generally, requires no collateral.

Revenues which were earned and subject to regulations under Medicare and Medicaid, governmental health-
care programs administered by the United States government, were approximately 32 % in 2016 and 2015 of the 
Company’s worldwide revenues.

No single debtor other than U. S. Medicare and Medicaid accounted for more than 5 % of total trade accounts 
receivable in any of these years. Trade accounts receivable outside the North America segment are, for a large part, 
due from government or government-sponsored organizations that are established in the various countries within 
which the Company operates. Amounts pending approval from third party payors represent less than 3 % at Decem-
ber 31, 2016.

See note 3 for discussion of suppliers with long-term purchase commitments.

o ) Legal contingencies 
From time to time, during the ordinary course of the Company’s operations, the Company is party to litigation and 
arbitration and is subject to investigations relating to various aspects of its business see note 18. The Company regu-
larly analyzes current information about such claims for probable losses and provides accruals for such matters, 
including the estimated legal expenses and consulting services in connection with these matters, as appropriate. The 
Company utilizes its internal legal department as well as external resources for these assessments. In making the 
decision regarding the need for loss accrual, the Company considers the degree of probability of an unfavorable 
outcome and its ability to make a reasonable estimate of the amount of loss.

The filing of a suit or formal assertion of a claim or assessment, or the disclosure of any such suit or assertion, 
does not necessarily indicate that accrual of a loss is appropriate.
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p ) Earnings per share 
Basic earnings per share is calculated by dividing net income attributable to shareholders by the weighted average 
number of shares outstanding during the year. Diluted earnings per share include the effect of all potentially dilutive 
instruments on shares that would have been outstanding during the years presented had the dilutive instruments 
been issued.

Equity-settled awards granted under the Company’s stock incentive plans see note 15 are potentially dilutive 
equity instruments.

q ) Treasury stock
The Company may, from time to time, acquire its own shares ( treasury stock ) as approved by its shareholders. The 
acquisition, sale or retirement of its treasury stock is recorded separately in equity. For the calculation of basic earn-
ings per share, treasury stock is not considered outstanding and is therefore deducted from the number of shares 
outstanding with the value of such treasury stock shown as a reduction of the Company’s equity.

r ) Employee benefit plans
For the Company’s funded benefit plans, the defined benefit obligation is offset against the fair value of plan assets 
( funded status ). A pension liability is recognized in the consolidated balance sheets if the defined benefit obligation 
exceeds the fair value of plan assets. A pension asset is recognized ( and reported under “Other assets and notes 
receivables” in the consolidated balance sheets ) if the fair value of plan assets exceeds the defined benefit obligation 
and if the Company has a right of reimbursement against the fund or a right to reduce future payments to the fund. 
Changes in the funded status of a plan resulting from actuarial gains or losses and prior service costs or credits that 
are not recognized as components of the net periodic benefit cost are recognized through accumulated other com-
prehensive income, net of tax, in the year in which they occur. Actuarial gains or losses and prior service costs are 
subsequently recognized as components of net periodic benefit cost when realized. The Company uses December 31 
as the measurement date when measuring the funded status of all plans.

s ) Share-based plans
The grant date fair value of stock options and convertible equity instruments that are settled by delivering equity- 
instruments granted to the Management Board and executive employees of the group entities by FMC AG & CO. KGAA 
is measured using the binominal option pricing model and recognized as expense over the vesting period of the 
stock option plans. For certain exceptions a shorter vesting period may apply after which the stock options will not 
forfeit in any way. In such cases the vesting period is shortened accordingly.

The balance sheet date fair value of cash-settled phantom stocks granted to the Management Board and 
executive employees of the Company is calculated using the binominal option pricing model. The corresponding 
liability based on the balance sheet date fair value is accrued over the vesting period of the phantom stock plans. 
For certain exceptions a shorter vesting period may apply after which the phantom stocks will not forfeit in any way. 
In such cases the vesting period is shortened accordingly.

The balance sheet date fair value of cash-settled performance shares granted to the Management Board and 
executive employees of the Company is calculated using the Monte Carlo pricing model. The corresponding liability 
based on the balance sheet date fair value is accrued over the vesting period of the performance share plan. For 
certain exceptions a shorter vesting period may apply after which the performance shares will not forfeit in any way. 
In such cases the vesting period is shortened accordingly.

Two of the Company’s subsidiaries are authorized to issue Incentive Units see note 15. The balance sheet date 
fair value of the awards under the subsidiary stock incentive plans, whereby Incentive Units are issued by certain of 
the Company’s subsidiaries, is calculated using the Monte Carlo pricing model. The corresponding liability is accrued 
over the vesting period of the Incentive Units.
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t ) Recent pronouncements
Recently implemented accounting pronouncements

On February 18, 2015, FASB issued ASU 2015 - 02, Consolidation ( Topic 810 ) : Amendments to the Consolidation Analysis, 
which focuses on clarifying guidance related to the evaluation of various types of legal entities such as limited part-
nerships, limited liability corporations and certain security transactions for consolidation. The update is effective for 
fiscal years beginning after December 15, 2015, and for interim periods within fiscal years beginning after December 15, 
2015. The Company has implemented ASU 2015 - 02 on a retrospective basis which is applied using the VIE entities in 
place as of December 31, 2016 for 2015 utilizing a pro forma presentation to ensure comparability. These types of legal 
entities are predominantly utilized in the U. S. The consolidation disclosures in “a ) principles of consolidation” above 
were amended in relation to this ASU. 

On November 20, 2015, FASB issued Accounting Standards Update 2015 - 17 ( ASU 2015 - 17 ) Income Taxes ( Topic 740 ) : 
Balance Sheet Classification of Deferred Taxes, which focuses on reducing the complexity of classifying deferred 
taxes on the balance sheet. ASU 2015 - 17 eliminates the current requirement for organizations to present deferred tax 
liabilities and assets as current and non-current in a classified balance sheet and requires the classification of all 
deferred tax assets and liabilities as non-current. The update is effective for fiscal years and interim periods within 
those years beginning after December 15, 2016. The Company adopted this ASU as of March 31, 2016. In accordance 
with ASU 2015 - 17, deferred taxes recorded as of December 31, 2015 within current assets and liabilities have been 
reclassified to non-current assets and liabilities in the amount of $ 216,127 and $ 36,399, respectively. As a result of 
deferred tax netting, non-current assets and liabilities were then adjusted in the amount of $ 168,232.

The Company has prepared its consolidated financial statements in accordance with U. S. GAAP for the periods 
presented in these notes. The discussion below regarding accounting standards not yet adopted does not apply 
beyond the fiscal year 2016. Starting on January 1, 2017, the Company will prepare its consolidated financial statements 
in accordance with International Financial Reporting Standards. 

Recent accounting pronouncements not yet adopted 
On May 28, 2014, the FASB issued Accounting Standards Update 2014 - 09 ( ASU 2014 - 09 ), Revenue from Contracts with 
Customers, Topic 606. Simultaneously, the IASB published its equivalent revenue standard, “IFRS 15”, Revenue from 
Contracts with Customers. The standards are the result of a convergence project between FASB and the IASB. This 
update specifies how and when companies reporting under U. S. GAAP will recognize revenue as well as providing 
users of financial statements with more informative and relevant disclosures. ASU 2014 - 09 supersedes some guidance 
included in topic 605, Revenue Recognition, some guidance within the scope of Topic 360, Property, Plant, and 
Equipment, and some guidance within the scope of Topic 350, Intangibles – Goodwill and Other. This ASU applies to 
nearly all contracts with customers, unless those contracts are within the scope of other standards ( for example, 
lease contracts or insurance contracts ). With the issuance of Accounting Standards Update 2015 - 14 ( ASU 2015 - 14 ), 
Revenue from Contracts with Customers ( Topic 606 ) : Deferral of the Effective Date on August 12, 2015, the effective 
date of ASU 2014 - 09 for public business entities, among others, was deferred from fiscal years and interim periods 
within those years beginning after December 15, 2016 to fiscal years and interim periods within those years beginning 
after December 15, 2017. Earlier adoption is permitted. There will be no impact from ASU 2014 - 09; however, the Com-
pany is currently evaluating the impact of IFRS 15, in conjunction with all amendments to the standard, on its con-
solidated financial statements. Based on the Company’s evaluation, it expects differences to the current accounting 
mainly with regard to the calculation of the transaction price for Health Care Services provided. IFRS 15 requires the 
consideration of implicit price concessions when determining the transaction price. This will lead to a corresponding 
decrease of revenues from Health Care Services and thus will no longer be included in selling, general and adminis-
trative expenses as an allowance for doubtful accounts. The first analysis of this issue showed a decrease of revenue 
by approximately 2 – 3 % without any effect on net income. A more detailed quantification of the impact of IFRS 15 is 
not yet possible. The Company is also evaluating accounting policy options and transition methods of IFRS 15.
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On February 25, 2016, FASB issued Accounting Standards Update 2016 - 02 ( ASU 2016 - 02 ) Leases ( Subtopic 842 ). 
ASU 2016 - 02 is expected to increase transparency and comparability by recognizing lease assets and lease liabilities 
from lessees on the balance sheet and disclosing key information about leasing arrangements in the financial state-
ments. The lessor accounting is largely unchanged. The updates are effective for fiscal years and interim periods 
within those years beginning after December 15, 2018. Early applications of the amendments in these updates are 
permitted. There will be no impact from ASU 2016 - 02; however, the IASB issued IFRS 16, Leases, which supersedes the 
current standard on lease-accounting, IAS 17, as well as the interpretations IFRIC 4, SIC-15 and SIC-27. The Company 
expects a balance sheet extension due to the “on balance sheet” recognition of right of use assets and liabilities for 
agreed lease payment obligations related to certain leased clinics and buildings which are currently classified as 
operating leases. Based on a first impact analysis as of December 31, 2015, using certain assumptions and simplifi-
cations, the Company expects a financial debt increase of approximately € 4,000,000. Referring to the consolidated 
statement of income, the Company expects an EBITDA ( earnings before interest, taxes, depreciation and amortization ) 
as well as operating income improvement due to the separation of rent expenses in depreciation and interest expens-
es but without effect on the cash outflows. The Leverage Ratio ( debt / EBITDA ratio – financial debt is compared to 
EBITDA adjusted for acquisitions made within the reporting period with a purchase price above a $ 50,000 threshold 
as defined in the Amended 2012 Credit Agreement ( the Amended 2012 Credit Agreement see note 9 ) and non-cash 
charges ) will increase by about 0.5. The impact on the Company will depend on the contract portfolio at the effec-
tive date, as well as the transition method. The Company expects to apply the modified retrospective method after 
review of the analysis performed. Currently, the Company is evaluating optional exceptions of IFRS 16.

On January 5, 2016, FASB issued Accounting Standards Update 2016 - 01 ( ASU 2016 - 01 ) Financial Instruments – 
Overall ( Subtopic 825 - 10 ) : Recognition and Measurement of Financial Assets and Financial Liabilities. ASU 2016 - 01 
focuses on improving the recognition and measurement of financial instruments to provide users of financial state-
ments with more decision-useful information. ASU 2016 - 01 affects the accounting treatment and disclosures related 
to financial instruments and equity instruments. The update is effective for fiscal years and interim periods within 
those years beginning after December 15, 2017. Earlier adoption is generally not permitted. On June 16, 2016, FASB 
issued Accounting Standards Update 2016 - 13 ( ASU 2016 - 13 ) Financial Instruments – Credit Losses ( Topic 326 ) : Mea-
surement of Credit Losses on Financial Instruments. ASU 2016 - 13 amends guidance on reporting credit losses for assets 
held at amortized cost basis and available for sale financial assets. For Securities and Exchange Commission filers, 
these updates are effective for fiscal years and interim periods within those years beginning after December 15, 2019. 
Early adoption is permitted as of the fiscal years beginning after December 15, 2018, including interim periods with-
in those fiscal years. There will be no impact from ASU 2016 - 01 or ASU 2016 - 13; however, in July 2014, the IASB issued 
a new version of IFRS 9, Financial Instruments. This IFRS 9 version is considered the final and complete version, which 
replaces IAS 39 upon application of IFRS 9. IFRS 9 includes all prior guidance on the classification and measurement of 
financial assets and financial liabilities as well as hedge accounting and introduces requirements for impairment of 
financial instruments as well as modified requirements for the measurement categories of financial assets. The Com-
pany concluded that IFRS 9 will not be adopted early and is currently evaluating the impact on its consolidated 
financial statements. In accordance with IAS 39, the majority of the non-derivative financial assets are measured at 
amortized costs. The analysis on the business model and the contractual cash flow characteristics of each instrument 
is still ongoing. The requirements on the classification and measurement of non-derivative financial liabilities have 
not significantly changed. The Company anticipates a limited impact on its consolidated financial statements. Deriv-
atives not designated as hedging instruments will continue to be classified and measured at fair value through 
profit and loss. Further, the Company intends to implement the simplified method to determine the provisions for 
risks from trade accounts receivable, receivables from lease contracts and capitalized contract costs according to 
IFRS 15. A quantification of the impact is not yet possible. Based on currently available information, derivative finan-
cial instruments presently designated as hedging instruments are also qualified for hedge accounting according to 
the requirements of IFRS 9. The Company is also evaluating accounting policy choices and transition methods of IFRS 9.
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2. Related party transactions

Fresenius SE is the Company’s largest shareholder and owns 30.82 % of the Company’s outstanding shares, excluding 
treasury shares held by the Company, at December 31, 2016. The Company has entered into certain arrangements for 
services, leases and products with Fresenius SE or its subsidiaries and with certain of the Company’s equity method 
investees as described in item a ) below. The Company’s terms related to the receivables or payables for these services, 
leases and products are generally consistent with the normal terms of the Company’s ordinary course of business 
transactions with unrelated parties. Financing arrangements as described in item b ) below have agreed upon terms 
which are determined at the time such financing transactions occur and reflect market rates at the time of the 
transaction. The relationship between the Company and its key management personnel who are considered to be 
related parties is described in item c ) below. Our related party transactions are settled through Fresenius SE’s cash 
management system where appropriate.

a ) Service agreements, lease agreements and products

The Company is party to service agreements with Fresenius SE and certain of its affiliates ( collectively, the Fresenius 
SE Companies ) to receive services, including, but not limited to : administrative services, management information 
services, employee benefit administration, insurance, information technology services, tax services and treasury 
management services. The Company also provides central purchasing services to the Fresenius SE Companies. These 
related party agreements generally have a duration of 1 – 5 years and are renegotiated on an as needed basis when 
the agreement comes due. The Company provides administrative services to one of its equity method investees. 
In 2015, the Company also performed marketing and distribution services for certain of its equity method investees.

The Company is a party to real estate operating lease agreements with the Fresenius SE Companies, which 
mainly include leases for the Company’s corporate headquarters in Bad Homburg, Germany and production sites in 
Schweinfurt and St. Wendel, Germany. The leases were re-negotiated and revised upon expiration at the end of 2016. 
These new lease agreements began on January 1, 2017 and expire on December 31, 2026. Certain of the office lease 
contracts are commercially agreed but pending formal approval by the supervisory board of Fresenius SE. The Com-
pany expects formal approval of these contracts to be granted in the first quarter of 2017 with an effective date of 
January 1, 2017. Based upon an appraisal, the rents under the leases represent fair market value for such properties. 
As of December 31, 2016 and 2015, future minimum rental payments under non-cancelable operating leases with 
Fresenius SE were $ 18,022, including amounts pending formal approval above through September 2017, and $ 24,224 
as well as $ 128,436 and $ 16,215 with other Fresenius SE affiliates, respectively. These minimum rental payments are 
included within the amounts disclosed in note 17. 

In addition to the above mentioned service and lease agreements, the Company sold products to the Fresenius SE 
Companies and made purchases from the Fresenius SE Companies and equity method investees. In addition, Fresenius 
Medical Care Holdings, Inc. ( FMCH ) purchases heparin supplied by Fresenius Kabi USA, Inc. ( Kabi USA ), through an 
independent group purchasing organization ( GPO ). Kabi USA is an indirect, wholly-owned subsidiary of Fresenius SE. 
The Company has no direct supply agreement with Kabi USA and does not submit purchase orders directly to Kabi 
USA. FMCH acquires heparin from Kabi USA, through the GPO contract, which was negotiated by the GPO at arm’s 
length on behalf of all members of the GPO.

The Company entered into an agreement with a Fresenius SE company for the manufacturing of plasma collec-
tion devices. The Company agreed to produce 3,500 units which can be further increased to a maximum of 4,550 
units, over the length of the five year contract. On January 1, 2015, this manufacturing business was sold to Kabi USA 
for $ 9,327 for which a fairness opinion was obtained from a reputable global accounting firm. The disposal was 
accounted for as a transaction between parties under common control at the carrying amounts without the gener-
ation of profits. 

In December 2010, the Company formed a renal pharmaceutical company with Galenica Ltd., named Vifor 
Fresenius Medical Care Renal Pharma Ltd. ( VFMCRP ), an equity method investee of which the Company owns 45 %. 
The Company has entered into exclusive supply agreements to purchase certain pharmaceuticals from VFMCRP.
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Below is a summary, including the Company’s receivables from and payables to the indicated parties resulting 
from the above described transactions with related parties.

SERViCE AGREEMENTS, LEASE AGREEMENTS AND pRODUCTS
in $ THOUS

2016 2015
December 31,

2016
December 31,

2015

Sales of 
goods and 

 services

Purchases 
 of goods 

and 
 services

Sales of 
goods and 

 services

Purchases 
of goods 

and 
 services

Accounts 
receivables

Accounts 
payables

Accounts 
receivables

Accounts 
payables

 Service agreements 1

Fresenius SE 431 22,381 254   20,262   139 54 422   3,185   

Fresenius SE affiliates 3,068 82,003 8,162 75,900 867 3,011 2,104   4,079   

Equity method investees 19,457 – 23,369 – 2,641 – 10,180    –     

 TOTAL 22,956 104,384 31,785 96,162 3,647 3,065 12,706   7,264   

Lease agreements

Fresenius SE – 10,488  – 9,621   – –  –  – 

Fresenius SE affiliates – 15,183  – 14,660   – –  –  – 

 TOTAL – 25,671  – 24,281   – –  –  – 

products

Fresenius SE 2 – 5    – – –  –  – 

Fresenius SE affiliates 25,846 48,028 25,920   37,166   8,378 5,046 8,774   3,768   

Equity method investees – 410,927  –     275,340   – 58,322  –     8,253   

 TOTAL 25,848 458,955 25,925   312,506   8,378 63,368 8,774   12,021   

1  In addition to the above shown accounts payables accrued expenses for service agreements with related parties amounted to $ 3,541 and $ 596  
at December 31, 2016 and 2015, respectively.

b ) Financing

The Company receives short-term financing from and provides short-term financing to Fresenius SE. The Company 
also utilizes Fresenius SE’s cash management system for the settlement of certain intercompany receivables and 
payables with its subsidiaries and other related parties. As of December 31, 2016 and December 31, 2015, the Compa-
ny had accounts receivables from Fresenius SE related to short-term financing in the amount of $ 208,589 and $ 131,252, 
respectively. As of December 31, 2016 and December 31, 2015, the Company had accounts payables to Fresenius SE 
related to short-term financing in the amount of $ 196,431 and $ 115,932, respectively. The interest rates for these cash 
management arrangements are set on a daily basis and are based on the then-prevailing overnight reference rate 
for the respective currencies.

On August 19, 2009, the Company borrowed € 1,500 ( $ 1,581 at December 31, 2016 and $ 1,633 at December 31, 
2015 ) from the General Partner on an unsecured basis at 1.335 %. The loan repayment has been extended periodical-
ly and is currently due August 22, 2017 with an interest rate of 1.054 %. On November 28, 2013, the Company borrowed 
an additional € 1,500 ( $ 1,581 at December 31, 2016 and $ 1,633 at December 31, 2015 ) with an interest rate of 1.875 % 
from the General Partner. This loan is due on November 24, 2017 with an interest rate of 1.021 %.

The Company provided unsecured term loans to one of its equity method investees during 2015 and 2016 in 
the amount of CHF 78,416 ( $ 79,618 based upon the average exchange rate for the twelve months ended December 31, 
2016 ). These loans were repaid in full during the first half of 2016. The loans were entered into in order to fund the 
2015 sale of European marketing rights for certain renal pharmaceuticals to the same equity method investee as well 

T.  4 . 7
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as to finance the investee’s payments for license and distribution agreements. These marketing rights were sold to 
this equity method investee in 2015 which resulted in a gain of approximately $ 11,137 after tax.

On June 12, 2014, the Company provided a one-year unsecured term loan to one of its equity method investees 
in the amount of $ 22,500 at an interest rate of 2.5366 %. This loan was repaid in full on June 12, 2015. 

At December 31, 2016 and December 31, 2015, a subsidiary of Fresenius SE held unsecured Senior notes issued 
by the Company in the amount of € 8,300 and € 8,300 ( $ 8,749 at December 31, 2016 and $ 9,036 at December 31, 2015 ), 
respectively. The senior notes were issued in 2011 and 2012, mature in 2021 and 2019, respectively, and each has a 
coupon rate of 5.25 % with interest payable semiannually. For further information on these senior notes see note 9.

On December 31, 2016 the Company provided a cash advance to Fresenius SE in the amount of € 36,245 ( $ 38,206 
at December 31, 2016 ) on an unsecured basis at an interest rate of 0.771 % which was repaid on January 2, 2017. On 
December 31, 2015 the Company borrowed from Fresenius SE in the amount of € 14,500 ( $ 15,786 at December 31, 2015 ) 
at an interest rate of 0.970 %. For further information on these loan agreements see note 8.

c ) Key management personnel

Due to the legal form of a German partnership limited by shares, the General Partner holds a key management 
position within the Company. In addition, as key management personnel, members of the Management Board and 
the Supervisory Board, as well as their close relatives, are considered related parties.

The Company’s Articles of Association provide that the General Partner shall be reimbursed for any and all 
expenses in connection with management of the Company’s business, including remuneration of the members of 
the General Partner’s supervisory board and the members of the Management Board. The aggregate amount reim-
bursed to the General Partner was $ 22,663 and $ 16,940, respectively, for its management services during 2016 and 
2015 and included an annual fee of $ 133 and $ 133, respectively, as compensation for assuming liability as general 
partner. The annual fee is set at 4 % of the amount of the General Partner’s share capital ( € 3,000 as of December 31, 
2016 ). As of December 31, 2016 and December 31, 2015, the Company had accounts receivable from the General Part-
ner in the amount of $ 183 and $ 486, respectively. As of December 31, 2016 and December 31, 2015, the Company had 
accounts payable to the General Partner in the amount of $ 15,491 and $ 17,806, respectively.

The Chairman of the Company’s Supervisory Board is also the Chairman of the supervisory board of Fresenius 
SE and of the general partner of Fresenius SE. He is also a member of the supervisory board of the Company’s Gen-
eral Partner. 

The Vice Chairman of the Company’s Supervisory Board is a member of the supervisory board of the general 
partner of Fresenius SE and Vice Chairman of the supervisory board of the Company’s General Partner. He is also 
Chairman of the Advisory Board of a charitable foundation that is the sole shareholder of the general partner of 
Fresenius SE. He is also a partner in a law firm which provided services to the Company and certain of its subsidiar-
ies. The Company incurred expenses in the amount of $ 1,392 and $ 958 for these services during 2016 and 2015, 
respectively. Four of the six members of the Company’s Supervisory Board, including the Chairman and Vice Chairman, 
are also members of the supervisory board of the Company’s General Partner.

The Chairman of the supervisory board of the Company’s General Partner is also the Chairman of the management 
board of the general partner of Fresenius SE, and the Chairman and Chief Executive Officer of the Management Board 
of the Company’s General Partner is a member of the Management Board of the general partner of Fresenius SE.
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3. Inventories

At December 31, 2016 and December 31, 2015, inventories consisted of the following :

iNVENTORiES
in $ THOUS

2016 2015

Finished goods 724,814 670,291

Health care supplies 381,908 395,342

Raw materials and purchased components 225,879 206,525

Work in process 77,233 68,593

 TOTAL 1,409,834 1,340,751

Under the terms of certain unconditional purchase agreements, the Company is obligated to purchase approximate-
ly $ 442,024 of materials, of which $ 213,338 is committed at December 31, 2016 for 2017. The terms of these agreements 
run 1 to 5 years.

4. Prepaid expenses and other current assets

At December 31, 2016 and 2015, prepaid expenses and other current assets consisted of the following :

pREpAiD EXpENSES AND OTHER CURRENT ASSETS
in $ THOUS

2016 2015

Available for sale financial assets 1 264,310 271,952

Insurance recoveries 220,000 220,000

Cost report receivable from Medicare and Medicaid 126,655 109,311

Payments on account 88,549 37,016

Other taxes receivable 79,833 69,684

Other deferred charges 68,648 63,210

Leases receivable 57,483 53,117

Prepaid rent 57,394 51,651

Income taxes receivable 54,959 131,396

Receivables for supplier rebates 50,168 48,625

Derivatives 41,913 27,021

Amounts due from managed locations 28,863 20,888

Prepaid insurance 17,491 21,848

Deposit / Guarantee / Security 15,913 15,276

Other 239,654 233,720

 TOTAL pREpAiD EXpENSES AND OTHER CURRENT ASSETS 1,411,833 1,374,715

1 The impact on the consolidated statements of income and the consolidated statements of shareholders‘ equity is not material.

The item “Insurance recoveries” includes the recognized amount in relation to the NaturaLyte® and GranuFlo® agreement 
in principle, which partially offsets the accrued settlement amount recorded in note 7. For further information see note 18.

The item “Other” primarily includes loans to customers, receivables from employees and notes receivables.

T.  4 . 8
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5. Property, plant and equipment

At December 31, 2016 and 2015, property, plant and equipment consisted of the following :

ACQUiSiTiON OR MANUFACTURiNG COSTS
in $ THOUS

Jan. 1,  
2016

Currency 
change

Changes in 
consolida-
tion group Additions

Reclassi-
fications Disposals

Dec. 31, 
2016

Land 65,076 196 231 3,652 (302) (293) 68,560

Buildings and improvements 2,758,018 (17,319) 14,772 181,850 276,449 (54,071) 3,159,699

Machinery and equipment 4,070,878 (66,081) 17,990 527,632 16,618 (187,484) 4,379,553

Machinery, equipment and rental 
equipment under capitalized leases 69,179 (166) 1,310 17,795 364 (403) 88,079

Construction in progress 445,431 257 1,080 312,185 (290,854) (1,882) 466,217

  pROpERTy, pLANT 
AND EQUipMENT 7,408,582 (83,113) 35,383 1,043,114 2,275 (244,133) 8,162,108

DEpRECiATiON
in $ THOUS

Jan. 1,  
2016

Currency 
change

Changes in 
consolida-
tion group Additions

Reclassi-
fications Disposals

Dec. 31, 
2016

Land 1,329 (12) – – – 22 1,339

Buildings and improvements 1,529,982 (10,756) 4,729 223,885 2,570 (38,328) 1,712,082

Machinery and equipment 2,419,358 (40,380) (4,698) 421,756 (119) (163,641) 2,632,276

Machinery, equipment and rental 
equipment under capitalized leases 32,339 (454) (59) 11,877 (132) (373) 43,198

Construction in progress – – – – – – –

  pROpERTy, pLANT 
AND  EQUipMENT 3,983,008 (51,602) (28) 657,518 2,319 (202,320) 4,388,895

NET BOOK VALUE
in $ THOUS, December 31

2016 2015

Land 67,221 63,747 

Buildings and improvements 1,447,617 1,228,036 

Machinery and equipment 1,747,277 1,651,520 

Machinery, equipment and rental equipment under capitalized leases 44,881 36,840 

Construction in progress 466,217 445,431 

 pROpERTy, pLANT AND EQUipMENT 3,773,213 3,425,574 

T.  4 .10

T.  4 .11

T.  4 .12
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Depreciation expense for property, plant and equipment amounted to $ 657,518 and $ 606,964 for the years 
ended December 31, 2016 and 2015, respectively.

Included in machinery and equipment at December 31, 2016 and 2015 were $ 670,258 and $ 628,140, respectively, 
of peritoneal dialysis cycler machines which the Company leases to customers with end-stage renal disease on a 
month-to-month basis and hemodialysis machines which the Company leases to physicians under operating leases. 

Accumulated depreciation related to machinery, equipment and rental equipment under capital leases was 
$ 43,198 and $ 32,339 at December 31, 2016 and 2015, respectively.

6. Intangible assets and goodwill

At December 31, 2016 and 2015, the carrying value and accumulated amortization of intangible assets other than 
goodwill consisted of the following :

ACQUiSiTiON COSTS
in $ THOUS

Jan. 1,  
2016

Currency 
change

Changes in 
consolida-
tion group Additions

Reclassi-
fications Disposals

Dec. 31, 
2016

Amortizable intangible assets

Non-compete agreements 346,186 (1,086) 18,901 – – (3,063) 360,938

Technology 106,510 (3,525) 73,908 – – – 176,893

Licenses and distribution 
 agreements 193,280 (488) 588 3,404 293 (4,330) 192,747

Customer relationships 262,754 (1,188) 200 – – – 261,766

Construction in progress 23,333 (169) 1,826 11,522 (13,101) (4,538) 18,873

Self-developed software 140,914 800 – 9,927 2,334 (149) 153,826

Other 357,065 (3,851) 19,589 9,419 11,927 (5,024) 389,125

 TOTAL 1,430,042 (9,507) 115,012 34,272 1,453 (17,104) 1,554,168

Non-amortizable intangible 
 assets

Tradename 240,655 37 – – – – 240,692

Management contracts 7,016 51 – – (3,163) (407) 3,497

 TOTAL 247,671 88 – – (3,163) (407) 244,189

 iNTANGiBLE ASSETS 1,677,713 (9,419) 115,012 34,272 (1,710) (17,511) 1,798,357

 GOODWiLL 13,470,865 (18,875) 648,583 – 2,531 – 14,103,104

T.  4 .13
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AMORTiZATiON
in $ THOUS

Jan. 1,  
2016

Currency 
change

Changes in 
consolida-
tion group Additions

Reclassi-
fications Disposals

Dec. 31, 
2016

Amortizable intangible assets

Non-compete agreements 273,220 (426) – 23,258 (12) (3,060) 292,980

Technology 57,821 – – 6,619 – – 64,440

Licenses and distribution 
 agreements 112,167 (611) – 13,632 293 (4,329) 121,152

Customer relationships 35,347 (161) – 27,137 587 – 62,910

Construction in progress – – – – – – –

Self-developed software 72,797 (472) – 16,427 (4) (19) 88,729

Other 264,621 (2,868) (58) 31,354 545 (3,897) 289,697

 TOTAL 815,973 (4,538) (58) 118,427 1,409 (11,305) 919,908

Non-amortizable 
 intangible  assets

Tradename 31,251 – – – – – 31,251

Management contracts – – – – – – –

 TOTAL 31,251 – – – – – 31,251

 iNTANGiBLE ASSETS 847,224 (4,538) (58) 118,427 1,409 (11,305) 951,159

 GOODWiLL 438,115 (825) – – (632) – 436,658

NET BOOK VALUE
in $ THOUS, December 31

2016 2015

Amortizable intangible assets

Non-compete agreements 67,958 72,966 

Technology 112,453 48,689 

Licenses and distribution agreements 71,595 81,113 

Customer relationships 198,856 227,407 

Construction in progress 18,873 23,333 

Self-developed software 65,097 68,117 

Other 99,428 92,444 

 TOTAL 634,260 614,069 

Non-amortizable intangible assets

Tradename 209,441 209,404

Management contracts 3,497 7,016

 TOTAL 212,938 216,420

 iNTANGiBLE ASSETS 847,198 830,489

 GOODWiLL 13,666,446 13,032,750

T.  4 .14

T.  4 .15
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The amortization on intangible assets amounted to $ 118,427 and $ 110,359 for the years 2016 and 2015, respec-
tively. The table shows the estimated amortization expense of these assets for the following five years.

ESTiMATED AMORTiZATiON EXpENSE
in $ THOUS

 2017 2018 2019 2020 2021

Estimated amortization expense 117,315 111,578 109,232 101,705 98,582

Goodwill

Changes in the carrying amount of goodwill are mainly a result of acquisitions and the impact of foreign currency 
translations. The Company’s acquisitions consisted primarily of the purchase of clinics in the normal course of oper-
ations in 2016 and 2015 as well as the purchase of a medical technology company focusing on the treatment of lung 
and cardiac failure in 2016 and the purchase of a distributor in the Asia-Pacific segment in 2015. The changes to 
goodwill in 2016 and 2015 are as follows :

GOODWiLL
in $ THOUS

 

North 
 America 
segment

EMEA 
segment

Asia- 
Pacific 

segment

Latin 
 America 
segment

Segment  
Total Corporate Total

  BALANCE AS OF  
DECEMBER 31, 2014 11,180,954 1,018,881 365,351 100,824 12,666,010 416,170 13,082,180

Goodwill acquired,  
net of divestitures 43,186 52,484 22,247 (1,018) 116,899 – 116,899

Reclassifications – 4,867 (2,774) – 2,093 (2,093) –

Foreign currency 
 translation  adjustment (561) (132,260) (11,250) (20,531) (164,602) (1,727) (166,329)

  BALANCE AS OF  
DECEMBER 31, 2015 11,223,579 943,972 373,574 79,275 12,620,400 412,350 13,032,750

Goodwill acquired,  
net of divestitures 292,138 314,463 15,152 9,624 631,377 17,206 648,583

Reclassifications 3,163 – – – 3,163 – 3,163

Foreign currency 
 translation  adjustment (341) (20,331) (825) 5,377 (16,120) (1,930) (18,050)

  BALANCE AS OF  
DECEMBER 31, 2016 11,518,539 1,238,104 387,901 94,276 13,238,820 427,626 13,666,446

T.  4 .16

T.  4 .17
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7. Accrued expenses and other current liabilities

At December 31, 2016 and 2015, accrued expenses and other current liabilities consisted of the following :

ACCRUED EXpENSES AND OTHER CURRENT LiABiLiTiES
in $ THOUS

2016 2015

Accrued salaries, wages and incentive plan compensations 743,772 664,996

Unapplied cash and receivable credits 411,495 395,817

Accrued settlement 280,000 280,000

Accrued self-insurance 263,484 225,845

Accrued operating expenses 190,364 236,286

Lease obligations 122,402 105,469

Accrued interest 113,571 121,348

Withholding tax and VAT 93,777 84,918

Accrued variable payments outstanding for acquisitions 82,559 52,370

Derivatives 26,897 11,614

Other 324,864 324,474

 TOTAL ACCRUED EXpENSES AND OTHER CURRENT LiABiLiTiES 2,653,185 2,503,137

The item “Accrued settlement” includes accruals related to our NaturaLyte® and GranuFlo® agreement in principle, 
partially offset by insurance recoveries recorded in note 4. For further information see note 18.

The item “Other” in the table above includes accruals for legal and compliance costs, deferred income, com-
missions, bonuses and rebates, short-term position of pension liabilities and physician compensation.

8. Short-term debt and short-term debt from related parties

At December 31, 2016 and December 31, 2015, short-term debt and short-term debt from related parties consisted of 
the following :

SHORT-TERM DEBT AND SHORT-TERM DEBT FROM RELATED pARTiES  
in $ THOUS

2016 2015

Borrowings under lines of credit 93,829  109,230  

Commercial paper program 501,662  –

Other 7,003  22  

 SHORT-TERM DEBT 602,494  109,252  

Short-term debt from related parties see note 2b 3,162  19,052  

  SHORT-TERM DEBT AND SHORT-TERM DEBT FROM RELATED pARTiES 605,656  128,304  

T.  4 .18

T.  4 .19
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Borrowings under lines of credit and further availabilities

Borrowings under lines of credit in the amount of $ 93,829 and $ 109,230 at December 31, 2016 and 2015, respectively, 
represented amounts borrowed by the Company’s subsidiaries under lines of credit with commercial banks. The 
average interest rates on these borrowings at December 31, 2016 and 2015 were 6.49 % and 6.38 %, respectively. 

Excluding amounts available under the Amended 2012 Credit Agreement, at December 31, 2016 and 2015, the 
Company had $ 242,407 and $ 222,888 available under other commercial bank agreements. In some instances, lines of 
credit are secured by assets of the Company’s subsidiary that is party to the agreement or may require the Company’s 
guarantee. In certain circumstances, the subsidiary may be required to meet certain covenants. 

The Company and certain consolidated entities operate a multi-currency notional pooling cash management 
system. The Company met the conditions to offset balances within this cash pool for reporting purposes. At Decem-
ber 31, 2016 and 2015, cash and borrowings under lines of credit in the amount of $ 343,094 and $ 48,277 were offset 
under this cash management system. 

Commercial paper program

Commercial paper programs are flexible financing instruments to obtain short-term funding on the money market. 
Typically, commercial paper maturities range from a few days up to under two years. The Company established a 
commercial paper program on January 19, 2016 under which short-term notes of up to € 1,000,000 ( $ 1,054,100 ) can be 
issued. At December 31, 2016, the outstanding commercial paper amounted to € 476,000 ( $ 501,752 at December 31, 2016 ). 

Other 

At December 31, 2016 and 2015, the Company had $ 7,003 and $ 22 of other debt which was mainly related to fixed 
payments outstanding for acquisitions. 

Short-term debt from related parties

The Company is party to an unsecured loan agreement with Fresenius SE under which the Company or its subsidiar-
ies may request and receive one or more short-term advances up to an aggregate amount of $ 400,000 until maturi-
ty on October 30, 2017. The interest on the advance( s ) will be at a fluctuating rate per annum equal to LIBOR or 
EURIBOR as applicable plus an applicable margin. Advances can be repaid and reborrowed. At December 31, 2016, 
there were no advances from Fresenius SE under this facility. At December 31, 2015, the Company borrowed from 
Fresenius SE in the amount of € 14,500 ( $ 15,786 at December 31, 2015 ). For further information see note 2 b.
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9. Long-term debt and capital lease obligations

As of December 31, 2016 and December 31, 2015, long-term debt and capital lease obligations consisted of the following :

LONG-TERM DEBT AND CApiTAL LEASE OBLiGATiONS
in $ THOUS

2016 2015

Amended 2012 credit agreement 2,365,522 2,611,580

Senior notes 4,923,476 5,325,618

Convertible bonds 401,333 407,705

Accounts receivable facility 173,965 50,185

Capital lease obligations 46,143 40,621

Other 55,504 82,113

 LONG-TERM DEBT AND CApiTAL LEASE OBLiGATiONS 7,965,943 8,517,822

Less current portion (763,398) (664,335)

  LONG-TERM DEBT AND CApiTAL LEASE OBLiGATiONS,  
LESS CURRENT pORTiON 7,202,545 7,853,487

The Company’s long-term debt as of December 31, 2016, all of which ranks equally in rights of payment, are described 
as follows :

Amended 2012 Credit Agreement

The Company originally entered into a syndicated credit facility of $ 3,850,000 and a five year period ( the 2012 Credit 
Agreement ) with a large group of banks and institutional investors ( collectively, the Lenders ) on October 30, 2012. 
On November 26, 2014, the 2012 Credit Agreement was amended to increase the total credit facility to approximate-
ly $ 4,400,000 ( approximately $ 3,800,000 as of December 31, 2016 due to quarterly repayments and currency effects ) 
and extend the term for an additional two years until October 30, 2019. 

As of December 31, 2016, the Amended 2012 Credit Agreement consists of :
 A revolving credit facility of approximately $ 1,400,000 comprising a $ 1,000,000 revolving facility and a € 400,000 

revolving facility, which will be due and payable on October 30, 2019.
 A term loan facility of $ 2,100,000, also scheduled to mature on October 30, 2019. Quarterly repayments of $ 50,000 

began in January 2015 with the remaining balance outstanding due October 30, 2019.
 A term loan facility of € 252,000 scheduled to mature on October 30, 2019. Quarterly repayments of € 6,000 began 

in January 2015 with the remaining balance outstanding due October 30, 2019. 

Interest on the credit facilities is, at the Company’s option, at a rate equal to either ( i ) LIBOR or EURIBOR ( as applica-
ble ) plus an applicable margin or ( ii ) the Base Rate as defined in the Amended 2012 Credit Agreement plus an appli-
cable margin. At December 31, 2016 and 2015, the U. S.-dollar-denominated tranches outstanding under the Amended 
2012 Credit Agreement had a weighted average interest rate of 2.15 % and 1.72 %, respectively. At December 31, 2016 
and 2015, the euro-denominated tranche had an interest rate of 1.25 % and 1.38 %, respectively. 

T.  4 . 2 0
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The applicable margin is variable and depends on the Company’s consolidated leverage ratio which is a ratio 
of its consolidated funded debt less cash and cash equivalents held by the consolidated group to consolidated  EBITDA 
( as these terms are defined in the Amended 2012 Credit Agreement ).

In addition to scheduled principal payments, indebtedness outstanding under the Amended 2012 Credit Agree-
ment would be reduced by portions of the net cash proceeds received from certain sales of assets. 

Obligations under the Amended 2012 Credit Agreement are secured by pledges of capital stock of certain 
material subsidiaries in favor of the Lenders. 

The Amended 2012 Credit Agreement contains affirmative and negative covenants with respect to the Compa-
ny and its subsidiaries. Under certain circumstances these covenants limit indebtedness, investments, and restrict 
the creation of liens. Under the Amended 2012 Credit Agreement the Company is required to comply with a maximum 
consolidated leverage ratio ( ratio of consolidated funded debt less cash and cash equivalents held by the consoli-
dated group to consolidated EBITDA ). Additionally, the Amended 2012 Credit Agreement provides for a limitation on 
dividends, share buy-backs and similar payments. Dividends to be paid are subject to an annual basket, which is 
€ 440,000 ( $ 463,804 at December 31, 2016 ) for 2017, and will increase in subsequent years. Additional dividends and 
other restricted payments may be made subject to the maintenance of a maximum leverage ratio.

In default, the outstanding balance under the Amended 2012 Credit Agreement becomes immediately due and 
payable at the option of the Lenders.

The following table shows the available and outstanding amounts under the Amended 2012 Credit Agreement 
at December 31, 2016 and 2015 :

AMENDED 2012 CREDiT AGREEMENT
in THOUS

Maximum amount available
2016

Balance outstanding 1
2016

Revolving credit USD $ 1,000,000 $ 1,000,000 $ 10,187 $ 10,187

Revolving credit EUR € 400,000 $ 421,640 – –

USD term loan $ 2,100,000 $ 2,100,000 $ 2,100,000 $ 2,100,000

EUR term loan € 252,000 $ 265,633 € 252,000 $ 265,633

 TOTAL $ 3,787,273 $ 2,375,820

Maximum amount available
2015

Balance outstanding 1
2015

Revolving credit USD $ 1,000,000 $ 1,000,000 $ 25,110 $ 25,110

Revolving credit EUR € 400,000 $ 435,480 – –

USD term loan $ 2,300,000 $ 2,300,000 $ 2,300,000 $ 2,300,000

EUR term loan € 276,000 $ 300,481 € 276,000 $ 300,481

 TOTAL $ 4,035,961 $ 2,625,591

1 Amounts shown are excluding debt issuance costs.

At December 31, 2016 and 2015, the Company had letters of credit outstanding in the amount of $ 3,550 and $ 3,600, 
respectively, under the USD revolving credit facility, which are not included above as part of the balance outstanding 
at those dates but which reduce available borrowings under the applicable revolving credit facility.

T.  4 . 21
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Senior notes

At December 31, 2016 and 2015, the Company’s senior notes consisted of the following :

SENiOR NOTES
in THOUS

Book value in $

Face amount Maturity Coupon 2016 2015

issuer / Transaction

FMC Finance VI S.A. 2010 € 250,000 July 15, 2016 5.50 % – 271,409

FMC Finance VIII S.A. 2011 1 € 100,000 October 15, 2016 3.21 % – 108,735

FMC US Finance, Inc. 2007 $ 500,000 July 15, 2017 6.875 % 499,098 497,363

FMC Finance VIII S.A. 2011 € 400,000 September 15, 2018 6.50 % 418,665 430,600

FMC US Finance II, Inc. 2011 $ 400,000 September 15, 2018 6.50 % 397,275 395,678

FMC US Finance II, Inc. 2012 $ 800,000 July 31, 2019 5.625 % 797,560 796,505

FMC Finance VIII S.A. 2012 € 250,000 July 31, 2019 5.25 % 262,464 270,655

FMC US Finance II, Inc. 2014 $ 500,000 October 15, 2020 4.125 % 496,798 495,944

FMC US Finance, Inc. 2011 $ 650,000 February 15, 2021 5.75 % 643,708 642,167

FMC Finance VII S.A. 2011 € 300,000 February 15, 2021 5.25 % 314,235 324,045

FMC US Finance II, Inc. 2012 $ 700,000 January 31, 2022 5.875 % 696,834 696,086

FMC US Finance II, Inc. 2014 $ 400,000 October 15, 2024 4.75 % 396,839 396,431

 TOTAL    4,923,476 5,325,618

1 This note carried a variable interest rate which was 3.21 % at the last interest fixing.

All senior notes are unsecured and guaranteed on a senior basis jointly and severally by the Company and by FMCH 
and Fresenius Medical Care Deutschland GmbH ( D-GmbH ), ( together with FMCH, the Guarantor Subsidiaries ). The 
issuers may redeem the senior notes at any time at 100 % of principal plus accrued interest and a premium calculat-
ed pursuant to the terms of the indenture. The holders have the right to request that the issuers repurchase the 
senior notes at 101 % of principal plus accrued interest upon the occurrence of a change of control of the Company 
followed by a decline in the ratings of the respective senior notes. 

The Company has agreed to a number of covenants to provide protection to the holders which, under certain 
circumstances, limit the ability of the Company and its subsidiaries to, among other things, incur debt, incur liens, 
engage in sale-leaseback transactions and merge or consolidate with other companies or sell assets. At December 31, 
2016, the Company was in compliance with all of its covenants under the senior notes.

Convertible bonds

On September 19, 2014, the Company issued € 400,000 ( $ 514,080 at issuance ) principal amount of equity-neutral con-
vertible bonds ( the convertible bonds ) which have a coupon of 1.125 % and are due on January 31, 2020. The bonds 
were issued at par. The current conversion price is € 73.6054. Beginning November 2017, bond holders can exercise 
the conversion rights embedded in the bonds at certain dates. In order to fully offset the economic exposure from 
the conversion feature, the Company purchased call options on its shares ( share options ). Any increase of the Com-
pany’s share price above the conversion price would be offset by a corresponding value increase of the share options. 
The Company will amortize the remaining cost of these options and various other offering costs over the life of these 
bonds in the amount of € 19,265 ( $ 20,307 at December 31, 2016 ), effectively increasing the total interest rate to 2.611 %. 
The convertible bonds are jointly and severally guaranteed by FMCH and D-GmbH. 

T.  4 . 2 2
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Accounts receivable facility

The Company refinanced the accounts receivable facility on December 6, 2016 for a term expiring on December 6, 
2019 with the available borrowings of $ 800,000. 

The following table shows the available and outstanding amounts under the accounts receivable facility at 
December 31, 2016 and December 31, 2015.

ACCOUNTS RECEiVABLE FACiLiTy
in $ THOUS

Maximum amount available 1 Balance outstanding 2

2016 2015 2016 2015

Accounts receivable facility 800,000 800,000 175,000 51,000 

1 Subject to availability of sufficient accounts receivable meeting funding criteria.
2 Amounts shown are excluding debt issuance costs.

The Company also had letters of credit outstanding under the accounts receivable facility in the amount of $ 15,647 
at December 31, 2016 and $ 16,622 at December 31, 2015. These letters of credit are not included above as part of the 
balance outstanding at December 31, 2016 and 2015; however, they reduce available borrowings under the accounts 
receivable facility.

Under the accounts receivable facility, certain receivables are sold to NMC Funding Corporation ( NMC Funding ), 
a wholly-owned subsidiary. NMC Funding then assigns percentage ownership interests in the accounts receivable to 
certain bank investors. Under the terms of the Accounts Receivable Facility, NMC Funding retains the right, at any 
time, to recall all the then outstanding transferred interests in the accounts receivable. Consequently, the receivables 
remain on the Company’s consolidated balance sheet and the proceeds from the transfer of percentage ownership 
interests are recorded as long-term debt.

NMC Funding pays interest to the bank investors calculated based on the commercial paper rates for the par-
ticular tranches selected. At December 31, 2016 and 2015, the interest rate was 1.00 % and 0.89 %, respectively. Refi-
nancing fees, which include legal costs and bank fees, are amortized over the term of the facility.

Other

At December 31, 2016 and 2015, in conjunction with certain acquisitions and investments, the Company had fixed 
payments outstanding for acquisitions totaling approximately $ 25,895 and $ 4,115, respectively, of which $ 16,073 and 
$ 2,597, respectively, were classified as the current portion of long-term debt. 

Annual payments

Aggregate annual payments applicable to the Amended 2012 Credit Agreement, senior notes, the Convertible Bonds, 
the accounts receivable facility, capital leases and other borrowings for the five years subsequent to December 31, 
2016 and thereafter are :

ANNUAL pAyMENTS
in $ THOUS

 

2017 2018 2019 2020 2021 Thereafter Total

Annual  
payments 764,300 1,064,456 3,178,459 930,017 972,874 1,115,424 8,025,530

T.  4 . 2 3
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10. Employee benefit plans

General

FMC AG & CO. KGAA recognizes pension costs and related pension liabilities for current and future benefits to qualified 
current and former employees of the Company. The Company’s pension plans are structured in accordance with the 
differing legal, economic and fiscal circumstances in each country. The Company currently has two types of plans, 
defined benefit and defined contribution plans. In general, plan benefits in defined benefit plans are based on all or 
a portion of the employees’ years of services and final salary. Plan benefits in defined contribution plans are deter-
mined by the amount of contribution by the employee and the employer, both of which may be limited by legislation, 
and the returns earned on the investment of those contributions. 

Upon retirement under defined benefit plans, the Company is required to pay defined benefits to former 
employees when the defined benefits become due. Defined benefit plans may be funded or unfunded. The Compa-
ny has five major defined benefit plans, one funded plan in the U. S. and one in France as well as one unfunded plan 
in Germany and two in France.

Starting 2016, the defined benefit plans in France were transferred from “Benefit plans offered by other 
subsidiaries” to the detailed reconciliations of the funded status and the plan assets, retrospectively for 2015. 
The adjustment of the benefit obligation at the beginning of 2015 has been implemented through the position 
“Other adjustments”.

Actuarial assumptions generally determine benefit obligations under defined benefit plans. The actuarial cal-
culations require the use of estimates. The main factors used in the actuarial calculations affecting the level of the 
benefit obligations are : assumptions on life expectancy, the discount rate and future salary and benefit levels. Under 
the Company’s funded plans, assets are set aside to meet future payment obligations. An estimated return on the 
plan assets is recognized as income in the respective period. Actuarial gains and losses are generated when there 
are variations in the actuarial assumptions and by differences between the actual and the estimated projected ben-
efits obligations and the return on plan assets for that year. The Company’s pension liability is impacted by these 
actuarial gains or losses.

Under defined contribution plans, the Company pays defined contributions to an independent third party as 
directed by the employee during the employee’s service life, which satisfies all obligations of the Company to the 
employee. The employee retains all rights to the contributions made by the employee and to the vested portion of 
the Company paid contributions upon leaving the Company. The Company has a defined contribution plan in the U. S.

Defined benefit pension plans

During the first quarter of 2002 FMCH, the Company’s U. S. subsidiary, curtailed its defined benefit and supplemental 
executive retirement plans. Under the curtailment amendment for substantially all employees eligible to participate 
in the plan, benefits have been frozen as of the curtailment date and no additional defined benefits for future services 
will be earned. The Company has retained all employee benefit obligations as of the curtailment date. Each year 
FMCH contributes to the plan covering United States employees at least the minimum amount required by the Employ-
ee Retirement Income Security Act of 1974, as amended. In 2016, FMCH’s minimum funding requirement was $ 9,600. 
In addition to the compulsory contributions, the Company voluntarily provided $ 100,965 to the defined benefit plan 
of which $ 100,000 was contributed in the third quarter of 2016. Expected funding for 2017 is $ 1,180.
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The benefit obligation for all defined benefit plans at December 31, 2016, was $ 855,861 ( 2015 : $ 822,626 ) which 
consists of the gross benefit obligation of $ 438,235 ( 2015 : $ 477,667 ) for the U. S. plan and of $ 4,231 ( 2015 : $ 4,063 ) for 
the French plan, which are funded by plan assets, and the benefit obligation of $ 404,779 ( 2015 : $ 333,320 ) for the 
German unfunded plan and $ 8,616 ( 2015 : $ 7,576 ) for the two French unfunded plans.

The following table shows the changes in benefit obligations, the changes in plan assets, the funded status 
of the pension plans and the net pension liability. Benefits paid as shown in the changes in benefit obligations rep-
resent payments made from both the funded and unfunded plans while the benefits paid as shown in the changes 
in plan assets include only benefit payments from the Company’s funded benefit plan.

FUNDED STATUS OF EMpLOyEE BENEFiT pLANS
in $ THOUS

2016 2015

Change in benefit obligation

Benefit obligation at January 1 822,626 877,722

Foreign currency translation (15,151) (40,646)

Other adjustments – 11,772

Service cost 25,335 25,825

Interest cost 29,330 28,016

Amendments – (410)

Transfer of plan participants 31 (102)

Actuarial ( gain ) loss 36,757 (56,250)

Benefits paid (34,008) (23,163)

Curtailments and settlements (9,059) (138)

 BENEFiT OBLiGATiON AT DECEMBER 31 855,861 822,626

Change in plan assets

Fair value of plan assets at January 1 260,260 270,858

Foreign currency translation (3) –

Other adjustments – 102

Actual return on plan assets 13,225 (11,158)

Employer contributions 110,565 20,098

Benefits paid (30,707) (19,640)

Settlements (9,005) –

 FAiR VALUE OF pLAN ASSETS AT DECEMBER 31 344,335 260,260

 FUNDED STATUS AT DECEMBER 31 511,526 562,366

 BENEFiT pLANS OFFERED By OTHER SUBSiDiARiES 35,550 30,059

 NET pENSiON LiABiLiTy 547,076 592,425

T.  4 . 2 5
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Benefit plans offered by the U. S., Germany and France contain a pension liability of $ 511,526 and $ 562,366 at 
December 31, 2016 and 2015, respectively. The pension liability consists of a current portion of $ 4,726 ( 2015 : $ 4,393 ) 
which is recognized as a current liability in the line item “Accrued expenses and other current liabilities” in the balance 
sheet. The non-current portion of $ 506,800 ( 2015 : $ 557,973 ) is recorded as non-current pension liability in the balance 
sheet. Approximately 74 % of the beneficiaries are located in the U. S. and 6 % in France with the majority of the 
remaining 20 % located in Germany.

The accumulated benefit obligation for all defined benefit pension plans with an obligation in excess of plan 
assets was $ 780,820 and $ 759,171 at December 31, 2016 and 2015, respectively; the related plan assets had a fair value 
of $ 344,335 and $ 260,260 at December 31, 2016 and 2015, respectively.

Benefit plans offered by other subsidiaries outside of the U. S., Germany and France contain separate benefit 
obligations. The total net pension liability for these other plans was $ 35,550 and $ 30,059 at December 31, 2016 and 
2015 respectively and consists of a pension asset of $ 0 ( 2015 : $ 61 ) recognized as “Other non-current assets and notes 
receivables” and a current pension liability of $ 2,083 ( 2015 : $ 2,765 ), which is recognized as a current liability in the 
line item “Accrued expenses and other current liabilities”. The non-current pension liability of $ 33,467 ( 2015 : $ 27,355 ) 
for these plans is recorded as “Non-current pension liability” in the balance sheet.

At December 31, 2016 the weighted average duration of the defined benefit obligation was 19 years ( 2015 : 18 years ).
Table 4.26 reflects pre-tax effects of actuarial losses ( gains ) in other comprehensive income ( OCI ) relating to 

pension liabilities. At December 31, 2016, there are no cumulative effects of prior service costs included in other 
comprehensive income.

OTHER COMpREHENSiVE iNCOME (LOSS)
RELATED TO pENSiON LiABiLiTiES
in $ THOUS

Actuarial 
(gains) losses

 ACTUARiAL (GAiNS) LOSSES RECOGNiZED iN OCi AT DECEMBER 31, 2014 438,128

Actuarial ( gain ) loss for the year (28,687)

Other adjustments 1,167

Prior service costs ( credit ) (503)

Amortization of unrealized losses (34,625)

Foreign currency translation (19,186)

 ACTUARiAL (GAiNS) LOSSES RECOGNiZED iN OCi AT DECEMBER 31, 2015 356,294

Actuarial ( gain ) loss for the year 39,014

Prior service costs ( credit ) 55

Amortization of unrealized losses (30,811)

Foreign currency translation (6,794)

 ACTUARiAL (GAiNS) LOSSES RECOGNiZED iN OCi AT DECEMBER 31, 2016 357,758

T.  4 . 2 6
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The actuarial loss expected to be amortized from other comprehensive income into net periodic pension cost 
over the next year is $ 29,288.

The discount rates for all plans are based upon yields of portfolios of highly rated debt instruments with 
maturities that mirror the plan’s benefit obligation. The Company’s discount rates at December 31, 2016 and at 
December 31, 2015 are the weighted average of these plans based upon their benefit obligations. 

The following weighted-average assumptions were utilized in determining benefit obligations at December 31 : 

WEiGHTED-AVERAGE ASSUMpTiONS FOR BENEFiT OBLiGATiONS
in %

2016 2015

Discount rate 3.25 3.67

Rate of compensation increase 3.23 3.27

Sensitivity analysis

Increases and decreases in principal actuarial assumptions by 0.5 percentage points would affect the pension liabil-
ity at December 31, 2016 as follows :

SENSiTiViTy ANALySiS
in $ THOUS

0.5 % increase 0.5 % decrease

Discount rate (75,036) 86,517

Rate of compensation increase 12,286 (12,095)

Rate of pensions increase 31,285 (28,276)

The sensitivity analysis was calculated based on the average duration of the pension obligations determined at 
December 31, 2016. The calculations were performed isolated for each significant actuarial parameter, in order to 
show the effect on the fair value of the pension liability separately. 

The sensitivity analysis for compensation increases and for pension increases excludes the U. S. pension plan 
because it is frozen and therefore is not affected by changes from these two actuarial assumptions.

T.  4 . 2 7
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The defined benefit pension plans’ net periodic benefit costs are comprised of the following components for 
each of the years ended December 31 :

COMpONENTS OF NET pERiODiC BENEFiT COST
in $ THOUS

2016 2015

Service cost 25,335 25,825

Interest cost 29,330 28,016

Expected return on plan assets (15,482) (16,405)

Amortization of unrealized losses 30,811 34,625

Amortization of prior service cost (credit) (55) 94

Settlement loss (gain) (54) (138)

 NET pERiODiC BENEFiT COSTS 69,885 72,017

Net periodic benefit cost is allocated as personnel expense within costs of revenues, selling, general and admin-
istrative expense or research and development expense. This is depending upon the area in which the beneficiary 
is employed.

The following weighted-average assumptions were used in determining net periodic benefit cost for the year 
ended December 31 :

WEiGHTED-AVERAGE ASSUMpTiONS  
FOR NET pERiODiC BENEFiT COSTS
in %

2016 2015

Discount rate 3.67 3.21

Expected return of plan assets 6.00 6.00

Rate of compensation increase 3.27 3.26

Expected benefit payments for the next five years and in the aggregate for the five years thereafter are as follows :

EXpECTED BENEFiT pAyMENTS
in $ THOUS

 

2017  2018  2019 2020 2021 2022 – 2026

Expected benefit payments 23,145 24,496 26,411 28,617 30,635 182,971

T.  4 . 2 9
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Plan assets

The following table presents the fair values of the Company’s pension plan assets at December 31, 2016 and 2015.

pLAN ASSETS
in $ THOUS

Asset category

Fair value measurements 2016

Quoted prices in 
 active markets for 

identical assets
Significant 

 observable inputs

Total ( Level 1) ( Level 2)

Equity investments

Index funds 1 85,448 (2,102) 87,550

Fixed income investments

Government securities 2 2,502 1,902 600

Corporate bonds 3 220,318 – 220,318

Other bonds 4 5,628 – 5,628

U.S. treasury money market funds 5 30,337 30,337 –

Other types of investments

Cash, money market and mutual funds 6 102 102 –

 TOTAL 344,335 30,239 314,096

Asset category

Fair value measurements 2015

Quoted prices in 
 active markets for 

identical assets
Significant 

 observable inputs

Total ( Level 1) ( Level 2)

Equity investments

Index funds 1 64,828 98 64,730

Fixed income investments

Government securities 2 4,815 4,269 546

Corporate bonds 3 169,717  – 169,717

Other bonds 4 7,794  – 7,794

U.S. treasury money market funds 5 13,003 13,003  – 

Other types of investments

Cash, money market and mutual funds 6 103 103  – 

 TOTAL 260,260 17,473 242,787

1  This category comprises low-cost equity index funds not actively managed that track the S&P 500, S&P 400, Russell 2000, MSCI Emerging Markets Index  
and the Morgan Stanley International EAFE Index.

2 This category comprises fixed income investments by the U.S. government and government sponsored entities.
3 This category primarily represents investment grade bonds of U.S. issuers from diverse industries.
4 This category comprises private placement bonds as well as collateralized mortgage obligations.
5 This category represents funds that invest in U.S. treasury obligations directly or in U.S. treasury backed obligations.
6 This category represents cash, money market funds as well as mutual funds comprised of high grade corporate bonds.

T.  4 . 3 2
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The methods and inputs used to measure the fair value of plan assets are as follows :
 Common stocks are valued at their market prices at the balance sheet date.
 Index funds are valued based on market quotes.
 Government bonds are valued based on both market prices and market quotes.
 Corporate bonds and other bonds are valued based on market quotes at the balance sheet date.
 Cash is stated at nominal value which equals the fair value.
  U. S. Treasury money market funds as well as other money market and  

mutual funds are valued at their market price.

Plan investment policy and strategy in the U. S.

The Company periodically reviews the assumption for long-term expected return on pension plan assets. As part of 
the assumptions review, a range of reasonable expected investment returns for the pension plan as a whole was 
determined based on an analysis of expected future returns for each asset class weighted by the allocation of the 
assets. The range of returns developed relies both on forecasts, which include the actuarial firm’s expected long-term 
rates of return for each significant asset class or economic indicator, and on broad-market historical benchmarks for 
expected return, correlation, and volatility for each asset class. As a result, the Company’s expected rate of return 
on pension plan assets was 6 % for 2016.

The Company’s overall investment strategy is to achieve a mix of approximately 98 % of investments for long-
term growth and income and 2 % in cash or cash equivalents. Investment income and cash or cash equivalents are 
used for near-term benefit payments. Investments are governed by the investment policy and include well diversified 
index funds or funds targeting index performance. 

The investment policy, utilizing a revised target investment allocation in a range around 30 % equity and 70 % 
long-term U. S. corporate bonds, considers that there will be a time horizon for invested funds of more than five years. 
The total portfolio will be measured against a custom index that reflects the asset class benchmarks and the target 
asset allocation. The Plan policy does not allow investments in securities of the Company or other related party 
securities. The performance benchmarks for the separate asset classes include : S & P 500 Index, S & P 400 Mid-Cap Index, 
Russell 2000 Index, MSCI EAFE Index, MSCI Emerging Markets Index and Barclays Capital Long-Corporate Bond Index.

Defined contribution plans

Most FMCH employees are eligible to join a 401( k ) savings plan. Employees can deposit up to 75 % of their pay up to 
a maximum of $ 18 if under 50 years old ( $ 24 if 50 or over ) under this savings plan. The Company will match 50 % of 
the employee deposit up to a maximum Company contribution of 3 % of the employee’s pay. The Company’s total 
expense under this defined contribution plan for the years ended December 31, 2016 and 2015, was $ 48,458 and $ 46,267, 
respectively.
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11. Noncontrolling interests subject to put provisions and other temporary equity

The Company has potential obligations to purchase the noncontrolling interests held by third parties in certain of its 
consolidated subsidiaries. These obligations are in the form of put provisions and are exercisable at the third-party 
owners’ discretion within specified periods as outlined in each specific put provision. If these put provisions were 
exercised, the Company would be required to purchase all or part of third-party owners’ noncontrolling interests at 
the appraised fair value at the time of exercise. The methodology the Company uses to estimate the fair values of 
the noncontrolling interest subject to put provisions assumes the greater of net book value or a multiple of earnings, 
based on historical earnings, development stage of the underlying business and other factors. Additionally, there 
are put provisions that are valued by an external valuation firm. The external valuation estimates the fair values using 
a combination of discounted cash flows and a multiple of earnings and / or revenue. The estimated fair values of the 
noncontrolling interests subject to these put provisions can also fluctuate, the discounted cash flows and the implic-
it multiple of earnings and / or revenue at which these noncontrolling interest obligations may ultimately be settled 
could vary significantly from our current estimates depending upon market conditions.

At December 31, 2016 and 2015, the Company’s potential obligations under these put options were $ 1,234,888 
and $ 1,023,755, respectively. At December 31, 2016 and 2015, put options with an aggregate purchase obligation of 
$ 303,913 and $ 258,552, respectively, were exercisable. In the last three fiscal years ending December 31, 2016, eleven 
such put provisions have been exercised for a total consideration of $ 10,465.

The following is a roll forward of noncontrolling interests subject to put provisions for the years ended Decem-
ber 31, 2016 and 2015 :

NONCONTROLLiNG iNTERESTS SUBJECT TO pUT pROViSiONS
in $ THOUS

2016 2015

 BEGiNNiNG BALANCE AS OF JANUARy 1 1,023,755 824,658

Contributions to noncontrolling interests (187,354) (164,830)

Purchase / sale of noncontrolling interests 57,707 7,915

Contributions from noncontrolling interests 32,259 16,749

Expiration of put provisions and other reclassifications (9,756) 5,206

Changes in fair value of noncontrolling interests 138,112 178,003

Net income 182,102 159,127

Other comprehensive income (loss) (1,937) (3,073)

 ENDiNG BALANCE AS OF DECEMBER 31 1,234,888 1,023,755

In addition to the amounts in the table above, other temporary equity related to the subsidiary stock incentive plan 
was $ 6,200 and $ 4,613 at December 31, 2016 and 2015, respectively see note 15. 
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12. Shareholders’ equity 

Capital stock

At December 31, 2016, the Company’s share capital consists of 306,221,840 bearer shares without par value ( Stück-
aktien ) and a nominal value of € 1.00 each. The Company’s share capital has been fully paid in.

The General Partner has no equity interest in the Company and, therefore, does not participate in either the 
assets or the profits and losses of the Company. However, the General Partner is compensated for all outlays in 
connection with conducting the Company’s business, including the remuneration of members of its Management 
Board and its supervisory board see note 2.

The general meeting of a partnership limited by shares may approve authorized capital ( genehmigtes Kapital ). 
The resolution creating authorized capital requires the affirmative vote of a majority of three quarters of the capital 
represented at the vote and may authorize the General Partner and its Management Board to issue new shares up 
to a stated amount for a period of up to five years. The nominal value of any proposed increase of the authorized 
capital may not exceed half of the issued capital stock at the time of the authorization. 

In addition, the general meeting of a partnership limited by shares may create conditional capital ( bedingtes 
Kapital ) for the purpose of issuing ( i ) new shares to holders of convertible bonds or other securities which grant a 
right to shares, ( ii ) new shares as the consideration in a merger with another company, or ( iii ) new shares offered 
to management or employees. In each case, the authorizing resolution requires the affirmative vote of a majority of 
three quarters of the capital represented at the vote. The nominal value for any proposed increase of the condition-
al capital may not exceed half or, in the case of conditional capital created for the purpose of issuing shares to 
management and employees, 10 % of the Company’s issued capital at the time of the resolution. 

All resolutions increasing the capital of a partnership limited by shares also require the consent of the General 
Partner in order for the resolutions to go into effect. 

Authorized capital

By resolution of the Company’s Annual General Meeting ( AGM ) on May 19, 2015, the General Partner was authorized, 
with the approval of the Supervisory Board, to increase, on one or more occasions, the Company’s share capital until 
May 18, 2020 up to a total of € 35,000 through issue of new bearer ordinary shares for cash contributions, “Authorized 
Capital 2015 / I”. Additionally, the newly issued shares may be taken up by a credit and / or financial institution or a 
consortium of such credit and / or financial institutions retained by the General Partner with the obligation to offer 
them to the shareholders of the Company. The General Partner is entitled, subject to the approval of the supervisory 
board, to exclude the pre-emption rights of the shareholders. However, such an exclusion of pre-emption rights will 
be permissible only for fractional amounts. No Authorized Capital 2015 / I has been issued at December 31, 2016. 

In addition, by resolution of the AGM of shareholders on May 19, 2015, the General Partner was authorized, 
with the approval of the Supervisory Board, to increase, on one or more occasions, the share capital of the Compa-
ny until May 18, 2020 up to a total of € 25,000 through the issue of new bearer ordinary shares for cash contributions 
or contributions in kind, “Authorized Capital 2015 / II”. The new shares can also be obtained by a credit and / or finan-
cial institution or a consortium of such credit and / or financial institutions retained by the General Partner with the 
obligation to offer the shares to the Company’s shareholders for subscription. The General Partner is entitled, subject 
to the approval of the Supervisory Board, to exclude the pre-emption rights of the shareholders. However, such 
exclusion of pre-emption rights will be permissible only if ( i ) in case of a capital increase against cash contributions, 
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the nominal value of the issued shares does not exceed 10 % of the nominal share value of the Company’s share 
capital and the issue price for the new shares is at the time of the determination by the General Partner not signifi-
cantly lower than the stock price of the existing listed shares of the same class and with the same rights or, ( ii ) in 
case of a capital increase against contributions in kind, the purpose of such increase is to acquire an enterprise, parts 
of an enterprise or an interest in an enterprise. No Authorized Capital 2015 / II has been issued at December 31, 2016.

Authorized Capital 2015 / I and Authorized Capital 2015 / II became effective upon registration with the commer-
cial register of the local court in Hof an der Saale on June 10, 2015. 

Conditional capital

By resolution of the Company’s AGM on May 12, 2011, the Company’s share capital was conditionally increased with 
regards to the 2011 Stock Option Plan ( 2011 SOP ) by up to € 12,000 subject to the issue of up to twelve million no par 
value bearer ordinary shares with a calculated proportionate value of € 1.00 each. The conditional capital increase 
can only be used for the purposes of servicing stock options under the 2011 SOP, with each stock option awarded 
exercisable for one ordinary share. The Company has the right to deliver ordinary shares that it owns or purchases 
in the market in lieu of increasing capital by issuing new shares. For further information see note 15.

By resolution of the Company’s AGM on May 9, 2006, as amended by the resolution of the Company’s AGM on 
May 15, 2007, resolving a three-for-one share split, the Company’s share capital was conditionally increased by up to 
€ 15,000 corresponding to 15 M ordinary shares with no par value and a calculated proportionate value of € 1.00 each. 
This conditional capital increase can only be used for the purposes of servicing stock options under the Company’s 
stock option plan 2006 with each stock option awarded exercisable for one ordinary share see note 15. The Company 
has the right to deliver ordinary shares that it owns or purchases in the market in lieu of increasing capital by issuing 
new shares.

Through the Company’s other employee participation programs, the Company has issued stock option / sub-
scription rights ( Bezugsrechte ) to employees and the members of the Management Board of the General Partner 
and employees and members of management of affiliated companies that entitle these persons to receive shares. At 
December 31, 2016, 6,067,167 options remained outstanding with a remaining average term of five years under these 
programs. For the year ending December 31, 2016, 907,720 options had been exercised under these employee 
 participation plans see note 15. 

As the result of the Company’s three-for-one stock split for both then-outstanding preference and ordinary 
shares, which was approved by the shareholders at the AGM on May 15, 2007, on June 15, 2007 the Company’s con-
ditional capital was increased by $ 6,557 ( € 4,454 ). Conditional Capital at December 31, 2016 was $ 19,703 ( € 18,692 ). For 
all programs, Conditional Capital of $ 16,146 ( € 15,318 ) was available, which included $ 11,960 ( € 11,346 ) for the 2011 SOP 
and $ 4,186 ( € 3,972 ) for the 2006 Plan see note 15. 

Treasury stock

By resolution of the Company’s AGM on May 12, 2011, the Company was authorized to conduct a share buy-back 
program. The buy-back program commenced on May 20, 2013 and was completed on August 14, 2013 after 7,548,951 
shares had been repurchased in the amount of € 384,966 ( $ 505,014 ). On February 16, 2016, the Company retired 6,549,000 
of the repurchased shares from the buy-back program at an average weighted price of € 51 per share ( $ 67 per share ).
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The following tabular disclosure provides the monthly detail of shares repurchased during the buy-back pro-
gram, which ended on August 14, 2013, as well as the subsequent retirement of a portion of those repurchased shares 
on February 16, 2016 :

SHARE BUy-BACK

Average price paid per share Total number of shares 
 purchased and retired  

as part of publicly announced 
plans or programs

Total value of shares

Period in € in $ 1 in € 3 in $ 2, 3

in THOUS

purchase of treasury stock

May 2013 52.96 68.48 1,078,255 57,107 73,842 

June 2013 53.05 69.95 2,502,552 132,769 175,047 

July 2013 49.42 64.63 2,972,770 146,916 192,124 

August 2013 48.40 64.30 995,374 48,174 64,001 

  REpURCHASED 
 TREASURy STOCK 51.00 66.90 7,548,951 384,966 505,014 

Retirement of  
repurchased treasury stock

February 2016 51.00 66.90 6,549,000 333,973 438,119

 TOTAL 51.00 66.90 999,951 50,993 66,895

1 The U. S. dollar value is calculated using the daily exchange rate for the share repurchases made during the month.
2 The value of the shares repurchased in U. S. dollars is calculated using the total value of the shares purchased in euro converted using the daily exchange 

rate for the transactions. The value of the shares retired in U. S. dollars is calculated using the average weighted price of the shares repurchased in 2013.
3 The amount of the shares repurchased is inclusive of fees ( net of taxes ) paid in the amount of approximately $ 106 ( € 81 ) for services rendered.

By resolution of the Company’s AGM on May 12, 2016, the General Partner is authorized to purchase treasury shares 
up to a maximum amount of 10 % of the registered share capital existing at the time of this resolution until May 11, 
2021. The shares acquired, together with other treasury shares held by the Company or attributable to the Company 
pursuant to sections 71a et seqq. AktG, must at no time exceed 10 % of the registered share capital. The purchase 
will be made through the stock exchange, by way of a public tender offer, or a public invitation to shareholders to 
submit an offer for sale. This authorization is not applicable for the purpose of trading in treasury shares. The Gen-
eral Partner is authorized to use treasury shares purchased on the basis of this authorization or any other earlier 
authorization for any legally permissible purpose, in particular ( i ) to redeem shares without requiring any further 
resolution by the General Meeting, ( ii ) to sell treasury shares to third parties against contributions in kind, ( iii ) to 
award treasury shares, in lieu of the utilization of conditional capital of the Company, to employees of the Company 
and companies affiliated with the Company, including members of the management of affiliated companies, and 
use them to service options or obligations to purchase shares of the Company, and ( iv ) to use treasury shares to 
service bonds carrying warrant and / or conversion rights or conversion obligations issued by the Company or com-
panies affiliated with the Company pursuant to section 17 AktG.

Dividends

Under German law, the amount of dividends available for distribution to shareholders is based upon the unconsol-
idated retained earnings of Fresenius Medical Care AG & Co. KGaA as reported in its balance sheet determined in 
accordance with the German Commercial Code ( Handelsgesetzbuch ). In addition, the payment of dividends by 
FMC AG & CO. KGAA is subject to limitations under the Amended 2012 Credit Agreement see note 9. 

Cash dividends of $ 277,176 for 2015 in the amount of € 0.80 per share were paid on May 13, 2016. 
Cash dividends of $ 263,244 for 2014 in the amount of € 0.78 per share were paid on May 20, 2015. 

T.  4 . 3 4
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13. Sources of revenue

Outside of the U. S., the Company does not recognize patient service revenue at the time the services are rendered 
without assessing the patient’s ability to pay. Accordingly, the additional disclosure requirements introduced with 
ASU 2011 - 07 apply solely to U. S. patient service revenue. Below is a table showing the sources of our U. S. patient 
service revenue ( net of contractual allowance and discounts but before patient service bad debt provision ), included 
in the Company’s Health Care revenue, for the years ended December 31, 2016 and 2015 :

U.S. pATiENT SERViCE REVENUE
in $ THOUS

2016 2015

Medicare program 5,413,652 5,058,262 

Private / alternative payors 5,361,158 4,830,401 

Medicaid and other government sources 619,419 538,077 

Hospitals 1,018,176 915,184 

 TOTAL pATiENT SERViCE REVENUE 12,412,405 11,341,924 

14. Earnings per share

The following table contains reconciliations of the numerators and denominators of the basic and diluted earnings 
per share computations for 2016 and 2015 :

RECONCiLiATiON OF BASiC AND DiLUTED EARNiNGS pER SHARE
in $ THOUS, except share and per share data

2016 2015

Numerators

Net income attributable to shareholders of FMC AG & Co. KGaA 1,243,267 1,029,445

Denominators

Total weighted average shares outstanding 305,748,381 304,440,184

Potentially dilutive shares 509,363 479,851

  TOTAL WEiGHTED AVERAGE SHARES OUTSTANDiNG  
ASSUMiNG DiLUTiON 306,257,744 304,920,035

Basic earnings per share 4.07 3.38 

Fully diluted earnings per share 4.06 3.38 

T.  4 . 3 5

T.  4 . 3 6
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15. Share based plans

Fresenius Medical Care AG & Co. KGaA share-based plans

At December 31, 2016, the Company has various share-based compensation plans, which may either be equity- or 
cash-settled :

Fresenius Medical Care AG & Co. KGaA long-term incentive plan 2016
As of May 11, 2016, the issuance of stock options and phantom stocks under the FMC AG & CO. KGAA long-term incen-
tive program 2011 ( LTIP 2011 ) is no longer possible. In order to continue to enable the members of the Management 
Board, the members of the management boards of affiliated companies and managerial staff members to adequate-
ly participate in the long-term, sustained success of the Company, the Management Board and the supervisory board 
of Management AG have approved and adopted the FMC AG & CO. KGAA long-term incentive plan 2016 ( LTIP 2016 ) as a 
successor program effective January 1, 2016. 

The LTIP 2016 is a variable compensation program with long-term incentive effects. Pursuant to the LTIP 2016, 
the plan participants may be granted so-called “Performance Shares” annually or semiannually during 2016 to 2018. 
Performance Shares are non-equity, cash-settled virtual compensation instruments which may entitle plan participants 
to receive a cash payment depending on the achievement of pre-defined performance targets further defined below 
as well as the Company’s share price development. 

For members of the Management Board, the Supervisory Board will, in due exercise of its discretion and tak-
ing into account the individual responsibility and performance of each Management Board member, determine an 
initial value for each grant for any awards to Management Board members. For plan participants other than the 
members of the Management Board, such determination will be made by the Management Board. The initial grant 
value is determined in the currency in which the respective participant receives their base salary at the time of the 
grant. In order to determine the number of Performance Shares each plan participant receives, their respective grant 
value will be divided by the value per Performance Share at the time of the grant, which is mainly determined based 
on the average price of the Company’s shares over a period of thirty calendar days prior to the respective grant date. 

The number of granted Performance Shares may change over the performance period of three years, depend-
ing on the level of achievement of the following : ( i ) revenue growth, ( ii ) growth in net income attributable to 
shareholders of FMC AG & CO. KGAA ( net income growth ) and ( iii ) return on invested capital ( ROIC ) improvement. 

Revenue, net income and ROIC are determined according to IFRS in euro based on full year results. Revenue 
growth and net income growth, for the purpose of this plan, are determined at constant currency. 

An annual target achievement level of 100 % will be reached for the revenue growth performance target if 
revenue growth is 7 % in each individual year of the three-year performance period; revenue growth of 0 % will lead 
to a target achievement level of 0 % and the maximum target achievement level of 200 % will be reached in the case 
of revenue growth of at least 16 %. If revenue growth ranges between these values, the degree of target achievement 
will be linearly interpolated between these values.

An annual target achievement level of 100 % for the net income growth performance target will be reached if 
net income growth is 7 % in each individual year of the three-year performance period. In the case of net income 
growth of 0 %, the target achievement level will also be 0 %; the maximum target achievement of 200 % will be reached 
in the case of net income growth of at least 14 %. Between these values, the degree of target achievement will be 
determined by means of linear interpolation.

With regard to ROIC improvement, an annual target achievement level of 100 % will be reached if the target 
ROIC as defined for the respective year is reached. The target ROIC is 7.3 % for 2016 and will increase by 0.2 percentage 
points per year to 7.5 % ( 2017 ), 7.7 % ( 2018 ), 7.9 % ( 2019 ) and 8.1 % ( 2020 ). A target achievement level of 0 % will be 
reached if the ROIC falls below the target ROIC for the respective year by 0.2 percentage points or more, whereas the 
maximum target achievement level of 200 % will be reached if the target ROIC for the respective year is exceeded by 
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0.2 percentage points or more. The degree of target achievement will be determined by means of linear interpolation 
if the ROIC ranges between these values. In case the annual ROIC target achievement level in the third year of a per-
formance period is equal or higher than the ROIC target achievement level in each of the two previous years of such 
performance period, the ROIC target achievement level of the third year is deemed to be achieved for all years of the 
respective performance period.

The achievement level for each of the three performance targets will be weighted annually at one-third to 
determine the yearly target achievement for each year of the three-year performance period. The level of overall 
target achievement over the three-year performance period will then be determined on the basis of the mean of 
these three average yearly target achievements. The overall target achievement can be in a range of 0 % to 200 %.

The number of Performance Shares granted to the plan participants at the beginning of the performance 
period will each be multiplied by the level of overall target achievement in order to determine the final number of 
Performance Shares.

The final number of Performance Shares is generally deemed earned four years after the day of a respective 
grant ( the vesting period ). The number of such vested Performance Shares is then multiplied by the average Com-
pany share price over a period of 30 days prior to the lapse of this four-year vesting period. The respective resulting 
amount will then be paid to the plan participants as cash compensation. 

The first awards under the Long-Term Incentive Plan 2016 were granted on July 25, 2016. During 2016, under the 
Long-Term Incentive Plan 2016, the Company awarded 642,349 Performance Shares, including 79,888 Performance 
Shares awarded to the members of the Management Board at a measurement date weighted average fair value of 
$ 80.31 ( € 76.19 ) each and a total fair value of $ 51,588, which will be revalued if the fair value changes. The total fair 
value will be amortized over the four-year vesting period.

Fresenius Medical Care AG & Co. KGaA long-term incentive program 2011
On May 12, 2011, the Fresenius Medical Care AG & Co. KGaA stock option plan 2011 ( 2011 SOP ) was established by 
resolution of the Company’s AGM. The 2011 SOP, together with the phantom stock plan 2011, which was established 
by resolution of the General Partner’s Management and supervisory boards, forms the Company’s long-term incen-
tive program 2011 ( 2011 Incentive Program ). Under the 2011 Incentive Program, participants were granted awards, 
which consisted of a combination of stock options and phantom stock. The final grant under the 2011 Incentive 
Program was made in December 2015. Awards under the 2011 Incentive Program are subject to a four-year vesting 
period. Vesting of the awards granted is subject to achievement of pre-defined performance targets. The 2011 SOP 
was established with a conditional capital increase up to € 12,000 subject to the issue of up to twelve million non-par 
value bearer ordinary shares with a nominal value of € 1.00, each of which can be exercised to obtain one ordinary 
share.

Stock options granted under the 2011 Incentive Program have an eight-year term and can be exercised for the 
first time after a four-year vesting period. The exercise price of stock options granted under the 2011 incentive program 
shall be the average stock exchange price on the Frankfurt Stock Exchange of the Company’s shares during the 30 
calendar days immediately prior to each grant date. Stock options granted under the 2011 incentive program to U. S. 
participants are non-qualified stock options under the United States Internal Revenue Code of 1986, as amended. 
Stock options under the 2011 Incentive Program are not transferable by a participant or a participant’s heirs, and may 
not be pledged, assigned, or disposed of otherwise.

Phantom stock awards under the 2011 incentive program entitle the holders to receive payment in euro from 
the Company upon exercise of the phantom stock. The payment per phantom share in lieu of the issuance of such 
stock shall be based upon the share price on the Frankfurt Stock Exchange of one of the Company’s shares on the 
exercise date. Phantom stock awards have a five-year term and can be exercised for the first time after a four-year 
vesting period. For participants who are U. S. tax payers, the phantom stock is deemed to be exercised in any event 
in the month of March following the end of the vesting period.



N
O

T
E

S
 T

O
 C

O
N

S
O

L
iD

A
T

E
D

 F
iN

A
N

C
iA

L
 S

T
A

T
E

M
E

N
T

S
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

6

188

During 2015, under the 2011 Incentive Program, the Company awarded 3,073,360 stock options, including 502,980 
stock options granted to the Management Board, at a weighted average exercise price of $ 83.89 ( € 77.06 ), a weight-
ed average fair value of $ 16.57 each and a total fair value of $ 50,923 which will be amortized over the four-year 
vesting period. The Company also awarded 607,828 shares of phantom stock, including 62,516 shares of phantom 
stock granted to members of the Management Board at a measurement date weighted average fair value of $ 80.36 
( € 73.81 ) each and a total fair value of $ 48,843, which will be revalued if the fair value changes, and amortized over 
the four-year vesting period.

New incentive bonus plan
In 2016, the Management Board was eligible for performance-related compensation that depended upon achievement 
of pre-defined targets. The targets are measured based on the operating income margin, net income growth and 
free cash flow ( net cash provided by operating activities after capital expenditures before acquisitions and invest-
ments ) in percentage of revenue, and are derived from the comparison of targeted and actually achieved current 
year figures. Targets are divided into Group level targets and those to be achieved in individual regions and areas of 
responsibility.

Performance-related bonuses for fiscal year 2016 will consist proportionately of a cash component and a share-
based component which will be paid in cash. Upon meeting the annual targets, the cash component for the year 
2016 will be paid in the following year. The share-based component is subject to a three-year vesting period, although 
a shorter period may apply in special cases ( e. g. occupational disability, retirement, and employment contracts which 
were not extended by the Company ). The amount of cash for the payment relating to the share-based component 
shall be based on the share price of Fresenius Medical Care AG & Co. KGaA ordinary shares upon exercise. For each 
of the members of the Management Board, the amount of the achievable pay component as well as of the allocation 
value of the cash-settled share-based compensation is capped.

Share-based compensation related to this plan for years ending 2016 and 2015 was $ 3,632 and $ 891, respectively. 

Fresenius Medical Care AG & Co. KGaA stock option plan 2006
The Fresenius Medical Care AG & Co. KGaA stock option plan 2006 ( Amended 2006 Plan ) was established with a con-
ditional capital increase up to € 12,800, subject to the issue of up to five million no par value bearer ordinary shares 
with a nominal value of € 1.00, each of which can be exercised to obtain one ordinary share. In connection with the 
share split effected in 2007, the principal amount was adjusted to the same proportion as the share capital out of 
the capital increase up to € 15,000 by the issue of up to 15 M new non-par value bearer ordinary shares. After Decem-
ber 2010, no further grants were issued under the Amended 2006 Plan. Options granted under this plan are exercisable 
through December 2017. 

Options granted under the Amended 2006 Plan to US participants are non-qualified stock options under the 
United States Internal Revenue Code of 1986, as amended. Options under the Amended 2006 Plan are not transferable 
by a participant or a participant’s heirs, and may not be pledged, assigned, or otherwise disposed of.

Information on holdings under share-based plans
At December 31, 2016, the Management Board held 1,010,784 stock options and employees of the Company held 
5,056,383 stock options under the various share-based compensation plans of the Company.

At December 31, 2016, the Management Board held 81,019 phantom shares and employees of the Company 
held 812,970 phantom shares under the 2011 Incentive Program. 

At December 31, 2016, the Management Board held 79,888 Performance Shares and employees of the Compa-
ny held 555,148 Performance Shares under the LTIP 2016.
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Additional information on stock options
The table below provides reconciliations for stock options outstanding at December 31, 2016, as compared to Decem-
ber 31, 2015.

RECONCiLiATiON OF OpTiONS OUTSTANDiNG

Options Weighted average exercise price

in THOUS in € in $

Stock options for shares

 BALANCE AT DECEMBER 31, 2015 8,737 58.75 61.93

Granted – – –

Exercised 908 43.45 45.80

Forfeited 1,762 52.08 54.89

 BALANCE AT DECEMBER 31, 2016 6,067 62.98 66.38

The following table provides a summary of fully vested options outstanding and exercisable at December 31, 2016 :

FULLy VESTED OUTSTANDiNG AND EXERCiSABLE OpTiONS

Number  
of options

Weighted 
 average  

remaining  
contractual life

Weighted  average   
exercise price

Aggregate   
intrinsic value

 

in THOUS in years in € in $ in € in $

 Options for shares 1,162 2.02 49.68 52.37 35,759 37,694

At December 31, 2016, there was $ 23,336 of total unrecognized compensation costs related to non-vested options 
granted under all plans. These costs are expected to be recognized over a weighted-average period of two years.

During the years ended December 31, 2016 and 2015, the Company received cash of $ 44,018 and $ 76,093, respec-
tively, from the exercise of stock options see note 12. The intrinsic value of stock options exercised for the twelve-month 
periods ending December 31, 2016 and 2015 was $ 34,767 and $ 73,886, respectively. The Company recorded a cash 
inflow for income taxes from stock option exercises of $ 8,887 and $ 18,073 for the years ending December 31, 2016 
and 2015, respectively. The excess tax benefit allocated to additional paid-in capital for the twelve-month periods 
ending December 31, 2016 and 2015 for all share-based compensation programs was $ 6,427 and $ 13,451, respectively. 

The compensation expenses related to equity-settled stock option programs are determined based upon the 
fair value on the grant date and the number of stock options granted which will be recognized over the four year 
vesting period. In connection with its equity-settled stock option programs, the Company incurred compensation 
expense of $ 25,691 and $ 6,583 for the years ending December 31, 2016 and 2015, respectively. There were no capital-
ized compensation costs in relation to equity-settled instruments in any of the two years presented. The Company 
also recognized a related income tax benefit of $ 8,232 and $ 1,857 for the years ending December 31, 2016 and 2015, 
respectively. 

The expenses related to cash-settled share based payment transactions are determined based upon the fair 
value at the measurement date and the number of phantom shares or Performance Shares granted which will be 
recognized over the four-year vesting period. In connection with cash-settled share based payment transactions, the 
Company recognized expense of $ 17,167 and $ 11,932 related to phantom shares for the years ending December 31, 
2016 and 2015, respectively, and $ 21,598 related to Performance Shares for the year ended December 31, 2016.

T.  4 . 3 7

T.  4 . 3 8
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Fair value information
The Company used a binomial option-pricing model in determining the fair value of the awards under the 2011 SOP 
and the Amended 2006 Plan. Option valuation models require the input of subjective assumptions including expect-
ed stock price volatility. The Company’s assumptions are based upon its past experiences, market trends and the 
experience of other entities of the same size and in similar industries. Expected volatility is based on historical vola-
tility of the Company’s shares. To incorporate the effects of expected early exercise in the model, an early exercise 
of vested options was assumed as soon as the share price exceeds 155 % of the exercise price. The Company’s stock 
options have characteristics that vary significantly from traded options and changes in subjective assumptions can 
materially affect the fair value of the option. The assumptions used to determine the fair value of the 2015 grants 
are as follows :

ASSUMpTiONS

2015

Expected dividend yield in % 1.46

Risk-free interest rate in % 0.44

Expected volatility in % 22.32

Expected life of options in years 8

Weighted average exercise price in € 77.06  

Weighted average exercise price in $ 83.89  

Subsidiary stock incentive plans

Subsidiary stock incentive plans were established during 2014 in conjunction with two acquisitions made by the 
Company. Under these plans, two of the Company’s subsidiaries are authorized to issue a total of 116,103,806 Incen-
tive Units. The Incentive Units have two types of vesting conditions – a service condition and a performance condi-
tion. Of the total Incentive Units granted, eighty percent vest ratably over a four year period and twenty percent 
vest upon the achievement of certain of the relevant subsidiary’s performance targets over a six year vesting period 
( the Performance Units ). 

Fifty percent of the Performance Units will vest upon achievement of performance targets in 2017. The remain-
ing 50 %, plus any unvested Performance Units, will vest upon achievement of performance targets in 2019. All of the 
Performance Units will vest upon achievement of performance targets in 2020, if not previously vested. Additionally, 
for one of the subsidiaries, all Performance Units not previously vested will vest upon successful completion of an 
initial public offering.

As of December 31, 2016 and 2015, $ 17,220 and $ 28,448, respectively, of total unrecognized compensation cost 
related to unvested Incentive Units under the plans. These costs are expected to be recognized over a weighted 
average period of 2.2 years.

The Company used the Monte Carlo pricing model in determining the fair value of the awards under this 
incentive plan. Option valuation models require the input of subjective assumptions including expected stock price 
volatility. The Company’s assumptions are based upon its past experiences, market trends and the experiences of 
other entities of the same size and in similar industries. 

T.  4 . 3 9
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16. Income taxes

Income before income taxes is attributable to the following geographic locations :

iNCOME BEFORE iNCOME TAXES
in $ THOUS

2016 2015

Germany 205,818 134,193  

United States 1,626,406 1,440,040  

Other 399,766 361,039  

 TOTAL 2,231,990 1,935,272  

Income tax expense ( benefit ) for the years ended December 31, 2016 and 2015, consisted of the following :

EXpENSE (BENEFiT) FOR iNCOME TAXES
in $ THOUS

2016 2015

Current

Germany 56,037 72,231  

United States 503,029 458,780  

Other 142,037 138,588  

 TOTAL CURRENT 701,103 669,599  

Deferred

Germany (23,333) (45,813)

United States 21,813 (12,693)

Other (16,444) 11,030  

 TOTAL DEFERRED (17,964) (47,476)

 TOTAL 683,139 622,123  

A reconciliation between the expected and actual income tax expense is shown below. The expected corporate 
income tax expense is computed by applying the German corporation tax rate ( including the solidarity surcharge ) 
and the trade tax rate on income before income taxes. The German combined statutory tax rates were 29.69 % and 
29.62 % for the fiscal years ended December 31, 2016 and 2015, respectively.

T.  4 . 4 0

T.  4 . 41
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RECONCiLiATiON OF iNCOME TAXES
in $ THOUS

2016 2015

Expected corporate income tax expense 662,566 573,228  

Tax-free income (38,008) (35,715)

Income from equity method investees (17,314) (14,272)

Tax rate differentials 145,801 126,263

Nondeductible expenses 37,251 36,406  

Taxes for prior years (23,334) 19,969  

Change in valuation allowance 6,600 (2,571)

Noncontrolling partnership interests (116,818) (109,470)

Tax on divestitures – 14,953  

Other 26,395 13,332  

 ACTUAL iNCOME TAX EXpENSE 683,139 622,123  

 EFFECTiVE TAX RATE 30.6 % 32.1 %

The tax effects of the temporary differences and net operating losses that give rise to deferred tax assets and liabil-
ities at December 31, 2016 and 2015, are presented below :

DEFERRED iNCOME TAX ASSETS AND LiABiLiTiES
in $ THOUS

2016 2015

Deferred tax assets

Accounts receivable 12,543 8,850  

Inventory 12,585 11,503  

Intangible assets 6,487 7,967  

Property, plant and equipment and other non-current assets 25,461 28,476  

Accrued expenses and other liabilities 352,999 372,365  

Pension liabilities 114,564 151,732  

Net operating loss carryforwards, tax credit carryforwards and interest carryforwards 171,294 131,640  

Derivatives 5,784 1,317  

Stock-based compensation 6,873 3,173  

Other 24,403 4,018  

 TOTAL DEFERRED TAX ASSETS 732,993 721,041  

Less: valuation allowance (33,255) (34,654)

 NET DEFERRED TAX ASSETS 699,738 686,387  

Deferred tax liabilities

Accounts receivable 26,480 43,664  

Inventory 7,208 8,318  

Intangible assets 706,186 686,650  

Property, plant and equipment, intangible and other non-current assets 166,129 129,835  

Accrued expenses and other liabilities 16,231 5,575  

Derivatives 10,353 5,488  

Other 236,580 242,524  

 TOTAL DEFERRED TAX LiABiLiTiES 1,169,167 1,122,054  

 NET DEFERRED TAX ASSETS (LiABiLiTiES) (469,429) (435,667)

T.  4 . 4 2

T.  4 . 4 3
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At December 31, 2016 and December 31, 2015 the item “Other” includes the deferred tax liability in the amount of 
$ 86,790 related to the recognized insurance recoveries in relation to the NaturaLyte® and GranuFlo® agreement in 
principle. For further information, see note 18.

The valuation allowance decreased by $ 1,399 in 2016 and decreased by $ 14,825 in 2015.
The net operating losses included in the table below reflect U. S. federal tax, German corporate income tax, 

and other tax loss carryforwards in the various countries in which the Company operates, and expire as follows :

NET OpERATiNG LOSS CARRyFORWARDS
in $ THOUS

2017 2018 2019 2020 2021 2022 2023 2024 2025

2026 and 
there-
after

Without 
expira-

tion date Total

23,808 24,033 21,179 34,464 15,619 16,056 13,597 14,297 13,616 21,825 91,442 289,936

In assessing the realizability of deferred tax assets, management considers whether it is more-likely-than-not that 
some portion or all of a deferred tax asset will be realized. The ultimate realization of deferred tax assets is dependent 
upon the generation of future taxable income during the periods in which those temporary differences and tax loss 
carryforwards become deductible. Management considers the expected reversal of deferred tax liabilities and pro-
jected future taxable income in making this assessment. Based upon the level of historical taxable income and 
projections for future taxable income over the periods in which the deferred tax assets are deductible, management 
believes it is more-likely-than-not the Company will realize the benefits of these deductible differences, net of the 
existing valuation allowances at December 31, 2016. 

The Company provides for income taxes and foreign withholding taxes on the cumulative earnings of foreign 
subsidiaries and foreign corporate joint ventures that will not be reinvested. At December 31, 2016, the Company 
provided for $ 11,497 ( 2015 : $ 9,273 ) of deferred tax liabilities associated with earnings that are likely to be distributed 
in 2017 and the following years. Provision has not been made for additional taxes on $ 7,418,713 ( 2015 : $ 7,463,853 ) 
undistributed earnings of foreign subsidiaries as these earnings are considered indefinitely reinvested. The earnings 
could become subject to additional tax if remitted or deemed remitted as dividends; however calculation of such 
additional tax is not practicable. These taxes would predominantly comprise foreign withholding tax on dividends 
of foreign subsidiaries, and German income tax; however, those dividends and capital gains would generally be 95 % 
tax free for German tax purposes. 

FMC AG & CO. KGAA companies are subject to tax audits in Germany and the U. S. on a regular basis and on-going 
tax audits in other jurisdictions. 

In Germany, the tax years 2006 through 2013 are currently under audit by the tax authorities. The Company 
recognized and recorded the current proposed adjustments of this audit period in the financial statements. Fiscal 
years 2014 until 2016 are open to audit.

In the U. S., fiscal years 2013 until 2016 are open to audit. FMCH is also subject to audit in various state jurisdic-
tions. A number of these audits are in progress and various years are open to audit in various state jurisdictions. All 
expected results for both federal and state income tax audits have been recognized in the financial statements. 

Subsidiaries of FMC AG & CO. KGAA in a number of countries outside of Germany and the U. S. are also subject 
to tax audits. The Company estimates that the effects of such tax audits are not material to these consolidated 
financial statements.

T.  4 . 4 4
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The following table shows the reconciliation of the beginning and ending amounts of unrecognized tax benefits :

RECONCiLiATiON OF UNRECOGNiZED TAX BENEFiTS (EXCLUDiNG iNTEREST)
in $ THOUS

2016 2015

 BALANCE AT JANUARy 1 149,289 166,108

Increases in unrecognized tax benefits prior periods 27,802 30,973

Decreases in unrecognized tax benefits prior periods (38,707) (20,244)

Increases in unrecognized tax benefits current period 2,287 –

Changes related to settlements with tax authorities (22,401) (6,762)

Reductions as a result of a lapse of the statute of limitations – (1,300)

Foreign currency translation (298) (19,486)

 BALANCE AT DECEMBER 31 117,972 149,289

Included in the balance at December 31, 2016 were $ 111,957 of unrecognized tax benefits which would affect the 
effective tax rate if recognized. The Company is currently not in a position to forecast the timing and magnitude of 
changes in unrecognized tax benefits. 

During the year ended December 31, 2016 the Company recognized benefits of $ 6,594 and in 2015 expenses of 
$ 11,478 for interests and penalties. At December 31, 2016 and December 31, 2015 the Company had a total accrual of 
income tax related interest and penalties of $ 24,938 and $ 27,029, respectively.

17. Operating leases

The Company leases buildings and machinery and equipment under various lease agreements expiring on dates 
through 2055. Rental expense recorded for operating leases for the years ended December 31, 2016 and 2015 was 
$ 824,998 and $ 754,380, respectively. For information regarding intercompany operating leases see note 2 a .

Future minimum rental payments under non-cancelable operating leases for the five years succeeding Decem-
ber 31, 2016 and thereafter are : 

FUTURE MiNiMUM RENTAL pAyMENTS
in $ THOUS

2017 2018 2019 2020 2021 Thereafter Total

Future minimum rental payments 740,438 641,122 559,252 476,878 395,448 1,360,906 4,174,044

T.  4 . 4 5

T.  4 . 4 6
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18. Commitments and contingencies

Legal and regulatory matters

The Company is routinely involved in claims, lawsuits, regulatory and tax audits, investigations and other legal mat-
ters arising, for the most part, in the ordinary course of its business of providing Health Care Services and Products. 
Legal matters that the Company currently deems to be material or noteworthy are described below. For the matters 
described below in which the Company believes a loss is both reasonably possible and estimable, an estimate of the 
loss or range of loss exposure is provided. For the other matters described below, the Company believes that the 
loss probability is remote and / or the loss or range of possible losses cannot be reasonably estimated at this time. 
The outcome of litigation and other legal matters is always difficult to predict accurately and outcomes that are not 
consistent with the Company’s view of the merits can occur. The Company believes that it has valid defenses to the 
legal matters pending against it and is defending itself vigorously. Nevertheless, it is possible that the resolution of 
one or more of the legal matters currently pending or threatened could have a material adverse effect on its business, 
results of operations and financial condition. 

Commercial litigation 

On April 5, 2013, the U. S. Judicial Panel on Multidistrict Litigation ordered that the numerous lawsuits pending in 
various federal courts alleging wrongful death and personal injury claims against FMCH and certain of its affiliates 
relating to FMCH’s acid concentrate products NaturaLyte® and GranuFlo® be transferred and consolidated for pretri-
al management purposes into a consolidated multidistrict litigation in the United States District Court for the District 
of Massachusetts. See, In Re : Fresenius GranuFlo / NaturaLyte Dialysate Products Liability Litigation, Case No. 2013-
md-02428. The Massachusetts state courts and the St. Louis City ( Missouri ) court subsequently established similar 
consolidated litigation for such cases filed in Massachusetts county courts and St. Louis City court. See, In Re : Con-
solidated Fresenius Cases, Case No. MICV 2013-03400-O ( Massachusetts Superior Court, Middlesex County ). These 
lawsuits alleged generally that inadequate labeling and warnings for these products caused harm to patients. In 
addition, similar cases were filed in other state courts. On February 17, 2016, the Company reached with a committee 
of plaintiffs’ counsel and reported to the courts an agreement in principle for settlement of potentially all cases. The 
agreement in principle called for the Company to pay $ 250,000 into a settlement fund in exchange for releases of all 
or substantially all of the plaintiffs’ claims, subject to the Company’s right to void the settlement under certain 
conditions, including if more than 3 % of all plaintiffs rejected the settlement or the distribution of rejecters met 
certain criteria. 

As subsequently agreed between the Company and the plaintiff committee, and ordered by the courts, plain-
tiffs may enforce the settlement and compel payment by the Company if the total of cases electing to participate in 
the settlement or dismissed by the courts with prejudice, voluntarily or involuntarily, comes to comprise 97 % of all 
cases. The courts are entering “Lone Pine” orders requiring plaintiffs, on pain of dismissal, who have not elected to 
participate in the settlement to submit specific justification satisfactory to the courts for their complaints, including 
attorney verification of certain material factual representations and expert medical opinions relating to causation. 
The Company may elect to void the settlement as of May 10, 2017 if the 97 % threshold has not been achieved or if 
plantiffs’ non-participation falls into suspect patterns. Incidental change to this date is likely. Trials in cases not 
participating in the settlement may resume as scheduled in the discretion of their respective courts. The Company 
expects that, in combination with elections to participate and notices of dismissal already submitted, the Lone Pine 
procedure will result in confirmation of the settlement.
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The Company’s affected insurers have agreed to fund $ 220,000 of the settlement fund if the settlement is not 
voided, with a reservation of rights regarding certain coverage issues between and among the Company and its 
insurers. The Company has accrued a net expense of $ 60,000 for consummation of the settlement, including legal 
fees and other anticipated costs.

Subsequent to the agreement in principle, the Company’s insurers in the AIG group initiated an action for 
declaratory judgment in New York state court advancing various arguments for reducing the amount of their cover-
age obligations. The Company filed an action in Massachusetts state court seeking to compel the AIG group carriers 
to honor their obligations under applicable policies, including reimbursement to the Company of litigation defense 
costs incurred before the agreement in principle was reached. The affected carriers have confirmed that the coverage 
litigation does not impact their commitment to fund $ 220,000 of the settlement with plaintiffs. 

Certain of the complaints in the GranuFlo® / NaturaLyte® litigation named combinations of FMC AG & CO. KGAA, 
Management AG, Fresenius SE and Fresenius Management SE as defendants, in addition to FMCH and its domestic 
United States affiliates. The agreement in principle provides for dismissals and releases of claims encompassing the 
European defendants. 

Four institutional plaintiffs have filed complaints against FMCH or its affiliates under state deceptive practices 
statutes resting on certain background allegations common to the GranuFlo® / NaturaLyte® personal injury litigation, 
but seeking as remedy the repayment of sums paid to FMCH attributable to the GranuFlo® / NaturaLyte® products. 
These cases implicate different legal standards, theories of liability and forms of potential recovery from those in the 
personal injury litigation and their claims will not be extinguished by the personal injury litigation settlement described 
above. The four plaintiffs are the Attorneys General for the States of Kentucky, Louisiana and Mississippi and the 
commercial insurance company Blue Cross Blue Shield of Louisiana in its private capacity. See, State of Mississippi 
ex rel. Hood, v. Fresenius Medical Care Holdings, Inc., No. 14-cv-152 ( Chancery Court, DeSoto County ); State of Lou-
isiana ex re. Caldwell and Louisiana Health Service & Indemnity Company v. Fresenius Medical Care Airline, 2016 Civ. 
11035 ( U. S. D. C. D. Mass. ); Commonwealth of Kentucky ex rel. Beshear v. Fresenius Medical Care Holdings, Inc. et al., 
No. 16-CI-00946 ( Circuit Court, Franklin County ).

Other litigation and potential exposures 

On February 15, 2011, a whistleblower ( relator ) action under the False Claims Act against FMCH was unsealed 
by order of the United States District Court for the District of Massachusetts and served by the relator. See, United 
States ex rel. Chris Drennen v. Fresenius Medical Care Holdings, Inc., 2009 Civ. 10179 ( D. Mass. ). The United States did 
not intervene initially in the case. The relator’s complaint, which was first filed under seal in February 2009, alleged 
that the Company sought and received reimbursement from government payors for serum ferritin and multiple forms 
of hepatitis B laboratory tests that were medically unnecessary or not properly ordered by a physician. Discovery on 
the relator’s complaint closed in May 2015. On October 2, 2015, the United States Attorney moved to intervene on 
the relator’s complaint with respect only to certain Hepatitis B surface antigen tests performed prior to 2011, when 
Medicare reimbursement rules for such tests changed. FMCH opposed the government’s motion to intervene, which 
remains undecided. 

On October 6, 2015, the Office of Inspector General of the United States Department of Health and Human 
Services ( OIG ) issued a subpoena to the Company seeking information about utilization and invoicing by Fresenius 
Vascular Care facilities as a whole for a period beginning after the Company’s acquisition of American Access Care 
LLC in October 2011 ( AAC ). The Company is cooperating in the government’s inquiry, which is being managed by the 
United States Attorney for the Eastern District of New York. Allegations against AAC arising in districts in Connecticut, 
Florida and Rhode Island relating to utilization and invoicing were settled in 2015.
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The Company has received communications alleging conduct in countries outside the U. S. that may violate the 
U. S. Foreign Corrupt Practices Act ( FCPA ) or other anti-bribery laws. The Audit and Corporate Governance Committee 
of the Company’s Supervisory Board is conducting investigations with the assistance of independent counsel. The 
Company voluntarily advised the U. S. Securities and Exchange Commission ( SEC ) and the U. S. Department of Justice 
( DOJ ). The Company’s investigations and dialogue with the SEC and DOJ are ongoing. The Company is cooperating 
with the government investigations. 

Conduct has been identified that may result in monetary penalties or other sanctions under the FCPA or other 
anti-bribery laws. In addition, the Company’s ability to conduct business in certain jurisdictions could be negatively 
impacted. The Company has previously recorded a non-material accrual for an identified matter. Given the current 
status of the investigations and remediation activities, the Company cannot reasonably estimate the range of pos-
sible loss that may result from identified matters or from the final outcome of the investigations or remediation 
activities. 

The Company is implementing enhancements to its anti-corruption compliance program, including internal 
controls related to compliance with international anti-bribery laws. The Company continues to be fully committed 
to FCPA and other anti-bribery law compliance.

In August 2014, FMCH received a subpoena from the United States Attorney for the District of Maryland inquir-
ing into FMCH’s contractual arrangements with hospitals and physicians, including contracts relating to the manage-
ment of in-patient acute dialysis services. FMCH is cooperating in the investigation. 

In July 2015, the Attorney General for Hawaii issued a civil complaint under the Hawaii False Claims Act alleg-
ing a conspiracy pursuant to which certain Liberty subsidiaries of FMCH overbilled Hawaii Medicaid for Liberty’s 
Epogen® administrations to Hawaii Medicaid patients during the period from 2006 through 2010, prior to the time of 
FMCH’s acquisition of Liberty. See, Hawaii v. Liberty Dialysis – Hawaii, LLC et al., Case No. 15-1-1357 - 07 ( Hawaii 1st 
Circuit ). The State alleges that Liberty acted unlawfully by relying on incorrect and unauthorized billing guidance 
provided to Liberty by Xerox State Healthcare LLC, which acted as Hawaii’s contracted administrator for its Medicaid 
program reimbursement operations during the relevant period. The amount of the overpayment claimed by the State 
is approximately $ 8,000, but the State seeks civil remedies, interest, fines, and penalties against Liberty and FMCH 
under the Hawaii False Claims Act substantially in excess of the overpayment. FMCH filed third-party claims for con-
tribution and indemnification against Xerox. The State’s False Claims Act complaint was filed after Liberty initiated 
an administrative action challenging the State’s recoupment of alleged overpayments from sums currently owed to 
Liberty. The civil litigation and administrative action are proceeding in parallel. 

On August 31 and November 25, 2015, respectively, FMCH received subpoenas from the United States Attorneys 
for the District of Colorado and the Eastern District of New York inquiring into FMCH’s participation in and manage-
ment of dialysis facility joint ventures in which physicians are partners. FMCH is cooperating in the investigations. 

On June 30, 2016, FMCH received a subpoena from the United States Attorney for the Northern District of Tex-
as ( Dallas ) seeking information about the use and management of pharmaceuticals including Velphoro® as well as 
FMCH’s interactions with DaVita Healthcare Partners, Inc. The Company understands that the subpoena relates to an 
investigation previously disclosed by DaVita and that the investigation encompasses DaVita, Amgen, and Sanofi. 
FMCH is cooperating in the investigation.

On November 18, 2016, FMCH received a subpoena from the United States Attorney for the Eastern District of 
New York seeking documents and information relating to the operations of Shiel Medical Laboratory, Inc., which 
FMCH acquired in October 2013. In the course of cooperating in the investigation and preparing to respond to the 
subpoena, FMCH has identified falsifications and misrepresentations in documents submitted by a Shiel salesperson 
that relate to the integrity of certain invoices submitted by Shiel for laboratory testing for patients in long-term care 
facilities. On February 21, 2017, Fresenius Medical Care North America ( FMCNA ) initiated termination of the employee 
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and notification to the United States Attorney of the termination and its circumstances. The Company cannot at this 
time determine the scope of the conduct implicated in the employee’s termination, or whether related liability for 
overpayments or penalties under the False Claims Act might be material.

On January 3, 2017, the Company received a subpoena from the United States Attorney for the District of 
Massachusetts inquiring into the Company’s interactions and relationships with the American Kidney Fund, including 
the Company’s charitable contributions to the Fund and the Fund’s financial assistance to patients for insurance 
premiums. FMCH is cooperating in the investigation.

On December 14, 2016, CMS published an Interim Final Rule ( IFR ) titled “Medicare Program; Conditions for 
Coverage for End-Stage Renal Disease Facilities-Third Party Payment” that would amend the Conditions for Coverage 
for dialysis providers, like FMCNA. The IFR would have effectively enabled insurers to reject premium payments made 
by patients who received grants for individual market coverage from the AKF and therefore, could have resulted in 
those patients losing their individual market coverage. The loss of individual market coverage for these patients 
would have had a material and adverse impact on the operating results of the Company.

On January 25, 2017, a federal district court in Texas, responding to litigation initiated by a patient advocacy 
group and dialysis providers including FMCNA, preliminarily enjoined CMS from implementing the IFR. Dialysis Patient 
Citizens v. Burwell ( E. D. Texas, Sherman Div. ). The preliminary injunction is based on CMS’ failure to follow appropri-
ate notice-and-comment procedures in adopting the IFR. The preliminary injunction will remain in place in the absence 
of a contrary ruling by the district or appellate courts. 

At this time, the extent to which CMS will continue to contest the preliminary injunction is unclear. It is also 
unclear whether CMS will elect to pursue, through notice and comment, another rule related to this topic. The oper-
ation of charitable assistance programs is also receiving increased attention by state regulators, including State 
Departments of Insurance. The result may be a regulatory framework that differs from state to state. Even in the 
absence of the IFR or similar administrative actions, insurers are expected to continue to take steps to thwart the 
premium assistance provided to our patients for individual market plans as well as other insurance coverages.

From time to time, the Company is a party to or may be threatened with other litigation or arbitration, claims 
or assessments arising in the ordinary course of its business. Management regularly analyzes current information 
including, as applicable, the Company’s defenses and insurance coverage and, as necessary, provides accruals for 
probable liabilities for the eventual disposition of these matters. 

The Company, like other healthcare providers, insurance plans and suppliers, conducts its operations under 
intense government regulation and scrutiny. It must comply with regulations which relate to or govern the safety 
and efficacy of medical products and supplies, the marketing and distribution of such products, the operation of 
manufacturing facilities, laboratories, dialysis clinics and other health care facilities, and environmental and occupa-
tional health and safety. With respect to its development, manufacture, marketing and distribution of medical 
products, if such compliance is not maintained, the Company could be subject to significant adverse regulatory 
actions by the U. S. Food and Drug Administration ( FDA ) and comparable regulatory authorities outside the U. S. These 
regulatory actions could include warning letters or other enforcement notices from the FDA, and / or comparable 
foreign regulatory authority which may require the Company to expend significant time and resources in order to 
implement appropriate corrective actions. If the Company does not address matters raised in warning letters or 
other enforcement notices to the satisfaction of the FDA and / or comparable regulatory authorities outside the U. S., 
these regulatory authorities could take additional actions, including product recalls, injunctions against the distribu-
tion of products or operation of manufacturing plants, civil penalties, seizures of the Company’s products and / or 
criminal prosecution. FMCH is currently engaged in remediation efforts with respect to one pending FDA warning 
letter. The Company must also comply with the laws of the United States, including the federal Anti-Kickback 
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Statute, the federal False Claims Act, the federal Stark Law, the federal Civil Monetary Penalties Law and the feder-
al Foreign Corrupt Practices Act as well as other federal and state fraud and abuse laws. Applicable laws or regula-
tions may be amended, or enforcement agencies or courts may make interpretations that differ from the Company’s 
interpretations or the manner in which it conducts its business. Enforcement has become a high priority for the 
federal government and some states. In addition, the provisions of the False Claims Act authorizing payment of a 
portion of any recovery to the party bringing the suit encourage private plaintiffs to commence whistleblower actions. 
By virtue of this regulatory environment, the Company’s business activities and practices are subject to extensive 
review by regulatory authorities and private parties, and continuing audits, subpoenas, other inquiries, claims and 
litigation relating to the Company’s compliance with applicable laws and regulations. The Company may not always 
be aware that an inquiry or action has begun, particularly in the case of whistleblower actions, which are initially 
filed under court seal. 

The Company operates many facilities and handles personal health information of its patients and beneficiaries 
throughout the United States and other parts of the world. In such a decentralized system, it is often difficult to 
maintain the desired level of oversight and control over the thousands of individuals employed by many affiliated 
companies. The Company relies upon its management structure, regulatory and legal resources, and the effective 
operation of its compliance program to direct, manage and monitor the activities of these employees. On occasion, 
the Company may identify instances where employees or other agents deliberately, recklessly or inadvertently con-
travene the Company’s policies or violate applicable law. The actions of such persons may subject the Company and 
its subsidiaries to liability under the Anti-Kickback Statute, the Stark Law, the False Claims Act, Health Insurance 
Portability and Accountability Act, the Health Information Technology for Economic and Clinical Health Act and the 
Foreign Corrupt Practices Act, among other laws and comparable laws of other countries. 

Physicians, hospitals and other participants in the healthcare industry are also subject to a large number of 
lawsuits alleging professional negligence, malpractice, product liability, worker’s compensation or related claims, 
many of which involve large claims and significant defense costs. The Company has been and is currently subject to 
these suits due to the nature of its business and expects that those types of lawsuits may continue. Although the 
Company maintains insurance at a level which it believes to be prudent, it cannot assure that the coverage limits 
will be adequate or that insurance will cover all asserted claims. A successful claim against the Company or any of 
its subsidiaries in excess of insurance coverage could have a material adverse effect upon it and the results of its 
operations. Any claims, regardless of their merit or eventual outcome, could have a material adverse effect on the 
Company’s reputation and business. 

The Company has also had claims asserted against it and has had lawsuits filed against it relating to alleged 
patent infringements or businesses that it has acquired or divested. These claims and suits relate both to operation 
of the businesses and to the acquisition and divestiture transactions. The Company has, when appropriate, asserted 
its own claims, and claims for indemnification. A successful claim against the Company or any of its subsidiaries 
could have a material adverse effect upon its business, financial condition, and the results of its operations. Any 
claims, regardless of their merit or eventual outcome, could have a material adverse effect on the Company’s repu-
tation and business. 

The Company is also subject to ongoing and future tax audits in the U. S., Germany and other jurisdictions. 
With respect to other potential adjustments and disallowances of tax matters currently under review, the Company 
does not anticipate that an unfavorable ruling could have a material impact on its results of operations. The Com-
pany is not currently able to determine the timing of these potential additional tax payments. 

Other than those individual contingent liabilities mentioned above, the current estimated amount of the 
Company’s other known individual contingent liabilities is immaterial.
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19. Financial instruments

Non-derivative financial instruments

The following table presents the carrying amounts and fair values of the Company’s non-derivative financial instru-
ments at December 31, 2016, and December 31, 2015.

NON-DERiVATiVE FiNANCiAL iNSTRUMENTS
in $ THOUS

2016 2015

Fair value  
hierarchy

Carrying 
amount

Fair  
value

Carrying 
amount

Fair  
value

Assets

Cash and cash equivalents 1 747,233 747,233 549,500 549,500

Trade accounts receivable 1 2 3,540,124 3,540,124 3,303,456 3,303,456

Accounts receivable from related parties 2 220,797 220,797 218,285 218,285

Available for sale financial assets 2 1 270,310 270,310 275,770 275,770

Other financial assets 2 2 442,163 442,163 376,035 376,035

Liabilities 

Accounts payable 1 2 606,800 606,800 627,828 627,828

Accounts payable to related parties 2 278,355 278,355 153,023 153,023

Other current financial liabilities 3 2 1,351,590 1,351,590 1,330,283 1,330,283

Short-term debt 4 2 605,656 605,745 128,304 128,304

Long-term debt, excluding Amended 2012 Credit 
Agreement, senior notes and convertible bonds 2 275,612 276,647 172,919 172,919

Amended 2012 Credit Agreement 2 2,365,522 2,370,539 2,611,580 2,625,591

Senior notes 2 4,923,476 5,317,087 5,325,618 5,782,937

Convertible bonds 2 401,333 529,087 407,705 546,057

Variable payments outstanding for acquisitions 3 3 235,596 235,596 55,660 55,660

Noncontrolling interests subject to put provisions 3 1,234,888 1,234,888 1,023,755 1,023,755

1 Includes long-term trade accounts receivable and payable, which are included in „Other assets“ and „Other liabilities“ in the consolidated balance sheets.
2 Included in „Prepaid expenses and other current assets“ and „Other assets“ in the consolidated balance sheets.
3 Included in „Accrued expenses and other current liabilities“ and „Other liabilities“ in the consolidated balance sheets.
4 Also includes amounts from related parties.

The carrying amounts in the table are included in the consolidated balance sheets under the indicated captions or, 
in the case of long-term debt and noncontrolling interests subject to put provisions, in the captions shown in note 9 

and note 11, respectively. 
The significant methods and assumptions used in estimating the fair values of non-derivative financial instru-

ments are as follows :
Cash and cash equivalents are stated at nominal value which equals the fair value.
Short-term financial instruments such as trade accounts receivable, accounts receivable from related parties, 

accounts payable, accounts payable to related parties and short-term debt as well as certain other financial instru-
ments are valued at their carrying amounts, which are reasonable estimates of the fair value due to the relatively 
short period to maturity of these instruments. 

T.  4 . 4 7
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The fair value of available for sale financial assets quoted in an active market is based on price quotations at 
the period-end date.

The fair values of major long-term debt are calculated on the basis of market information. Instruments for 
which market quotes are available are measured using these quotes. The fair values of the other long-term debt are 
calculated at the present value of the respective future cash flows. To determine these present values, the prevailing 
interest rates and credit spreads for the Company as of the balance sheet date are used. 

Variable payments outstanding for acquisitions are recognized at their fair value. The estimation of the indi-
vidual fair values is based on the key inputs of the arrangement that determine the future contingent payment as 
well as the Company’s expectation of these factors. The Company assesses the likelihood and timing of achieving 
the relevant objectives. The underlying assumptions are reviewed regularly.

The valuation of noncontrolling interests subject to put provisions is determined using significant unobservable 
inputs. See note 11 for a discussion of the Company’s methodology for estimating the fair value of these noncontrolling 
interests subject to put obligations. 

Currently, there is no indication that a decrease in the value of the Company’s financing receivables is probable. 
Therefore, the allowances on credit losses of financing receivables are immaterial. 

Derivative financial instruments

The Company is exposed to market risk from changes in foreign exchange rates and interest rates. In order to man-
age the risk of currency exchange rate and interest rate fluctuations, the Company enters into various hedging 
transactions by means of derivative instruments with highly rated financial institutions as authorized by the Compa-
ny’s General Partner. On a quarterly basis, the Company performs an assessment of its counterparty credit risk. The 
Company currently considers this risk to be low. The Company’s policy, which has been consistently followed, is that 
financial derivatives be used only for the purpose of hedging foreign currency and interest rate exposure.

In certain instances, the Company enters into derivative contracts that do not qualify for hedge accounting 
but are utilized for economic purposes ( economic hedges ). The Company does not use financial instruments for 
trading purposes.

The Company established guidelines for risk assessment procedures and controls for the use of financial instru-
ments. They include a clear segregation of duties with regard to execution on one side and administration, account-
ing and controlling on the other. 

To reduce the credit risk arising from derivatives the Company concluded Master Netting Agreements with 
banks. Through such agreements, positive and negative fair values of the derivative contracts could be offset against 
one another if a partner becomes insolvent. This offsetting is valid for transactions where the aggregate amount of 
obligations owed to and receivable from are not equal. If insolvency occurs, the party which owes the larger amount 
is obliged to pay the other party the difference between the amounts owed in the form of one net payment.

The Company elects not to offset the fair values of derivative financial instruments subject to master netting 
agreements in its consolidated balance sheets. 

At December 31, 2016 and December 31, 2015, the Company had $ 25,627 and $ 24,366, respectively, of derivative 
financial assets subject to netting arrangements and $ 28,198 and $ 12,765 of derivative financial liabilities subject to 
netting arrangements. Offsetting these derivative financial instruments would have resulted in net assets of $ 14,413 
and $ 16,273 as well as net liabilities of $ 16,984 and $ 4,672 at December 31, 2016 and December 31, 2015, respectively.

In connection with the issuance of the Convertible Bonds in September 2014, the Company purchased Share 
Options. Any change in the Company’s share price above the conversion price would be offset by a corresponding 
value change in the Share Options. 
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Foreign exchange risk management
The Company conducts business on a global basis in various currencies, though a majority of its operations are in 
Germany and the United States. For financial reporting purposes, the Company has chosen the U. S. dollar as its 
reporting currency. Therefore, changes in the rate of exchange between the U. S. dollar and the local currencies in 
which the financial statements of the Company’s international operations are maintained affect its results of oper-
ations and financial position as reported in its consolidated financial statements. 

Additionally, individual subsidiaries are exposed to transactional risks mainly resulting from intercompany 
purchases between production sites and other subsidiaries with different functional currencies. This exposes the 
subsidiaries to fluctuations in the rate of exchange between the invoicing currencies and the currency in which their 
local operations are conducted. For the purpose of hedging existing and foreseeable foreign exchange transaction 
exposures, the Company enters into foreign exchange forward contracts and, on a small scale, foreign exchange 
options. At December 31, 2016 and December 31, 2015 the Company had no foreign exchange options. 

Changes in the fair value of the effective portion of foreign exchange forward contracts designated and qual-
ifying as cash flow hedges of forecasted product purchases and sales are reported in AOCI. Additionally, in connection 
with intercompany loans in foreign currency, the Company uses foreign exchange swaps thus assuring that no foreign 
exchange risks arise from those loans, which, if they qualify for cash flow hedge accounting, are also reported in 
AOCI. These amounts recorded in AOCI are subsequently reclassified into earnings as a component of cost of revenues 
for those contracts that hedge product purchases and sales or as an adjustment of interest income / expense for those 
contracts that hedge loans, in the same period in which the hedged transaction affects earnings. The notional 
amounts of foreign exchange contracts in place that are designated and qualify as cash flow hedges totaled $ 108,950 
and $ 193,880 at December 31, 2016 and December 31, 2015, respectively. 

The Company also enters into derivative contracts for forecasted product purchases and sales and for inter-
company loans in foreign currencies which do not qualify for hedge accounting but are utilized for economic hedg-
es as defined above. In these two cases, the change in value of the economic hedge is recorded in the income 
statement and usually offsets the change in value recorded in the income statement for the underlying asset or 
liability. The notional amounts of economic hedges that do not qualify for hedge accounting totaled $ 1,483,763 and 
$ 1,637,129 at December 31, 2016 and December 31, 2015, respectively.

Interest rate risk management
The Company enters into derivatives, particularly interest rate swaps and, to a certain extent, interest rate options, 
to protect against the risk of rising interest rates. These interest rate derivatives are designated as cash flow hedges 
and have been entered into in order to effectively convert payments based on variable interest rates into payments 
at a fixed interest rate. The euro-denominated interest rate swaps expire in 2019 and have a weighted average inter-
est rate of 0.32 %. Interest payable and receivable under the swap agreements is accrued and recorded as an adjust-
ment to interest expense. 

At December 31, 2016 and December 31, 2015, the notional amount of the euro-denominated interest rate swaps 
in place was € 252,000 and € 376,000 ( $ 265,633 and $ 409,351 at December 31, 2016 and December 31, 2015, respectively ). 

In addition, the Company also enters into interest rate hedges ( pre-hedges ) in anticipation of future long-term 
debt issuance, from time to time. These pre-hedges are used to hedge interest rate exposures with regard to inter-
est rates which are relevant for the future long-term debt issuance and which could rise until the respective debt is 
actually issued. These pre-hedges were settled at the issuance date of the corresponding long-term debt with the 
settlement amount recorded in AOCI amortized to interest expense over the life of the debt. At December 31, 2016 
and December 31, 2015, the Company had $ 37,752 and $ 58,581, respectively, related to such settlements of pre-hedges 
deferred in AOCI, net of tax.
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Derivative financial instruments valuation
The following table shows the carrying amounts of the Company’s derivatives at December 31, 2016 and Decem-
ber 31, 2015.

DERiVATiVE FiNANCiAL iNSTRUMENTS VALUATiON 
in $ THOUS

2016 2015

Assets 2 Liabilities 2 Assets 2 Liabilities 2

Derivatives in cash flow hedging relationships 1

Current     

Foreign exchange contracts 2,127 (4,323) 3,114 (2,921)

Interest rate contracts – – – (1,637)

Non-current

Foreign exchange contracts 18 (80) 171 (127)

Interest rate contracts – (1,491) – (961)

 TOTAL 2,145 (5,894) 3,285 (5,646)

Derivatives not designated as hedging instruments 1

Current 

Foreign exchange contracts 39,785 (22,574) 23,908 (7,056)

Non-current

Foreign exchange contracts – (125) 1,062 (65)

Derivatives embedded in the convertible bonds – (99,785) – (115,990)

Share options to secure the convertible bonds 99,785 – 115,990 –

 TOTAL 139,570 (122,484) 140,960 (123,111)

1 At December 31, 2016 and December 31, 2015, the valuation of the Company’s derivatives was determined using significant other observable Inputs ( level 2 ) 
in accordance with the fair value hierarchy levels established in U. S. GAAP.

2 Derivative instruments are marked to market each reporting period resulting in carrying amounts being equal to fair values at the reporting date.

The carrying amounts for the current portion of derivatives indicated as assets in the table above are included in pre-
paid expenses and other current assets in the consolidated balance sheets while the current portion of those indicat-
ed as liabilities are included in accrued expenses and other current liabilities. The non-current portions indicated as 
assets or liabilities are included in the consolidated balance sheets in other assets or other liabilities, respectively.

The significant methods and assumptions used in estimating the fair values of derivative financial instruments 
are as follows :

The fair value of interest rate swaps is calculated by discounting the future cash flows on the basis of the 
market interest rates applicable for the remaining term of the contract as of the balance sheet date. To determine 
the fair value of foreign exchange forward contracts, the contracted forward rate is compared to the current forward 
rate for the remaining term of the contract as of the balance sheet date. The result is then discounted on the basis 
of the market interest rates prevailing at the balance sheet date for the applicable currency. The fair value of the 
embedded derivative of the convertible bonds is calculated using the difference between the market value of the 
convertible bond and the market value of an adequate straight bond discounted with the market interest rates as 
of the reporting date. 

T.  4 . 4 8
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The Company’s own credit risk is incorporated in the fair value estimation of derivatives that are liabilities. 
Counterparty credit risk adjustments are factored into the valuation of derivatives that are assets. The Company 
monitors and analyses the credit risk from derivative financial instruments on a regular basis. For the valuation of 
derivative financial instruments, the credit risk is considered in the fair value of every individual instrument. The 
default probability is based upon the credit default swap spreads of each counterparty appropriate for the duration. 
The calculation of the credit risk considered in the valuation is performed by multiplying the default probability 
appropriate for the duration with the expected discounted cash flows of the derivative financial instrument.

THE EFFECT OF DERiVATiVES  
ON THE CONSOLiDATED FiNANCiAL STATEMENTS
in $ THOUS

Amount of gain or  
(loss) recognized in AOCI  

on  derivatives   
(effective portion)

Location of (gain) or  
loss reclassified from  

AOCI in  income  
(effective portion) 

Amount of (gain) or  
loss reclassified  

from AOCI in income  
(effective portion) 

for the year ended  
December 31,

for the year ended  
December 31,

2016 2015 2016 2015

Derivatives in cash flow hedging  relationships

Interest rate contracts 1,162 11,817 Interest income /expense 29,150 28,355

Foreign exchange contracts (2,664) 2,273 Costs of revenue 147 17,686

 TOTAL (1,502) 14,090 29,297 46,041

Location of (gain) or loss 
recognized in  

income on  derivatives

Amount of (gain) or loss 
 recognized in income on 

derivatives

for the year ended  
December 31,

2016 2015

Derivatives not designated as hedging  instruments

Foreign exchange contracts
Selling, general and 

administrative expense (2,335) (61,328)

Foreign exchange contracts Interest income /expense 3,251 8,196

Derivatives embedded in the convertible bonds Interest income /expense (13,146) 58,105

Share options to secure the convertible bonds Interest income /expense 13,146 (58,105)

 TOTAL 916 (53,132)

For foreign exchange derivatives at December 31, 2016, the Company expects to recognize $ 3,737 of losses deferred 
in AOCI in earnings during the next twelve months.

The Company expects to incur additional interest expense of $ 20,918 over the next twelve months which is 
currently deferred in AOCI. This amount reflects the projected amortization of the settlement amount of the termi-
nated swaps and the current fair value of the additional interest payments resulting from the interest rate swaps 
maturing in 2019 at December 31, 2016.

At December 31, 2016, the Company had foreign exchange derivatives with maturities of up to 15 months and 
interest rate swaps with maturities of up to 34 months.

T.  4 . 4 9
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20. Other comprehensive income ( loss )

The changes in the components of other comprehensive income ( loss ) for the years ended December 31, 2016 and 
2015 are as follows :

OTHER COMpREHENSiVE iNCOME (LOSS )
in $ THOUS

Pretax Tax effect

Net, before 
non- 

controlling 
interests

Non- 
controlling  

interests

Other  
comprehen-
sive income 

(loss),  
net of tax

2016

Other comprehensive income (loss) relating to  
cash flow  hedges

Changes in fair value of cash flow hedges during the period (1,502) 627 (875) – (875)

Reclassification adjustments 29,297 (8,419) 20,878 – 20,878

Total other comprehensive income (loss) relating to  
cash flow hedges 27,795 (7,792) 20,003 – 20,003

Foreign currency translation adjustment 2,726 – 2,726 (1,446) 1,280

Defined benefit pension plans

Actuarial (loss) gain on defined benefit pension plans (32,275) 7,416 (24,859) – (24,859)

Reclassification adjustments 30,811 (11,398) 19,413 – 19,413

Total other comprehensive income (loss) relating to  
defined  benefit pension plans (1,464) (3,982) (5,446) – (5,446)

 OTHER COMpREHENSiVE iNCOME (LOSS) 29,057 (11,774) 17,283 (1,446) 15,837

2015

Other comprehensive income (loss) relating to  
cash flow  hedges

Changes in fair value of cash flow hedges during the period 14,090 (4,511) 9,579 – 9,579

Reclassification adjustments 46,041 (12,557) 33,484 – 33,484

Total other comprehensive income (loss) relating to  
cash flow hedges 60,131 (17,068) 43,063 – 43,063

Foreign currency translation adjustment (347,164) – (347,164) (4,961) (352,125)

Defined benefit pension plans

Actuarial (loss) gain on defined benefit pension plans 47,209 (13,434) 33,775 – 33,775

Reclassification adjustments 34,625 (12,851) 21,774 – 21,774

Total other comprehensive income (loss) relating to  
defined  benefit pension plans 81,834 (26,285) 55,549 – 55,549

 OTHER COMpREHENSiVE iNCOME (LOSS) (205,199) (43,353) (248,552) (4,961) (253,513)

T.  4 . 5 0
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Changes in AOCI by component for the years ended December 31, 2016 and 2015 are as follows :

CHANGES iN AOCi By COMpONENT
in $ THOUS

Gain (loss) 
related to 
cash flow 

hedges

Actuarial 
gain (loss) 
on defined 

benefit pen-
sion plans

Gain (loss) 
related 

to foreign- 
currency 

translation

Total, 
 before non- 
controlling 

interests 

Non- 
controlling  

interests Total

 BALANCE AT DECEMBER 31, 2014 (103,277) (282,019) (702,447) (1,087,743) (5,261) (1,093,004)

Other comprehensive income (loss) before  
reclassifications 9,579 33,775 (347,164) (303,810) (4,961) (308,771)

Amounts reclassified from AOCI 33,484 21,774 – 55,258 – 55,258

Other comprehensive income (loss) after  
reclassifications 43,063 55,549 (347,164) (248,552) (4,961) (253,513)

 BALANCE AT DECEMBER 31, 2015 (60,214) (226,470) (1,049,611) (1,336,295) (10,222) (1,346,517)

Other comprehensive income (loss) before  
reclassifications (875) (24,859) 2,726 (23,008) (1,446) (24,454)

Amounts reclassified from AOCI 20,878 19,413 – 40,291 – 40,291

Other comprehensive income (loss) after  
reclassifications 20,003 (5,446) 2,726 17,283 (1,446) 15,837

 BALANCE AT DECEMBER 31, 2016 (40,211) (231,916) (1,046,885) (1,319,012) (11,668) (1,330,680)

Reclassifications out of AOCI for the years ended December 31, 2016 and 2015 are as follows :

RECLASSiFiCATiONS OUT OF AOCi
in $ THOUS

Details about AOCi components

Amount of (gain) loss 
 reclassified from AOCI 

in  income

Location of (gain) loss 
 reclassified from AOCI  

in income

2016 2015

(Gain) loss related to cash flow hedges

Interest rate contracts 29,150 28,355 Interest income / expense

Foreign exchange contracts 147 17,686 Costs of revenue

29,297 46,041 Total before tax

(8,419) (12,557) Tax expense or benefit

20,878 33,484 Net of tax

Actuarial (gain) loss on defined benefit pension plans

Amortization of unrealized (gain) loss 30,811 34,625 1

30,811 34,625 Total before tax

(11,398) (12,851) Tax expense or benefit

19,413 21,774 Net of tax

Total reclassifications for the period 40,291 55,258 Net of tax

1 Included in the computation of net periodic pension cost (see note 10 for additional details).

T.  4 . 51
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21. Supplementary cash flow information

The following additional information is provided with respect to the consolidated statements of cash flows :

SUppLEMENTARy CASH FLOW iNFORMATiON
in $ THOUS

2016 2015

Supplementary cash flow information

Cash paid for interest 387,125 381,212

Cash paid for income taxes 1 598,916 547,401  

Cash inflow for income taxes from stock option exercises 2 8,887 18,073  

Supplemental disclosures of cash flow information

Details for acquisitions:

Assets acquired (877,706) (216,023)

Liabilities assumed 125,623 34,841  

Noncontrolling interest subject to put provisions 48,292 7,622  

Noncontrolling interest 15,992 983  

Non-cash consideration 244,458 69,233  

Cash paid (443,341) (103,344)

Less cash acquired 22,869 3,193  

 NET CASH pAiD FOR ACQUiSiTiONS (420,472) (100,151)

Cash paid for investments (143,637) (184,101)

Cash paid for intangible assets (13,472) (32,558)

  TOTAL CASH pAiD FOR ACQUiSiTiONS AND iNVESTMENTS,  
NET OF CASH ACQUiRED, AND pURCHASES OF iNTANGiBLE ASSETS (577,581) (316,810)

1 Net of tax refund.
2  Thereof the excess tax benefit allocated to additional paid-in capital for the twelve-month periods ending December 31, 2016 and 2015 $ 6,427 and 

$ 13,451, respectively.

22. Segment and corporate information

In 2015, the Company increased its operating segments from three to four segments in conjunction with a change 
in the structure of how the Company manages its business. The operating segments are the North America segment, 
the EMEA segment, the Asia-Pacific segment and the Latin America segment. Accordingly, the two reporting segments 
disclosed prior to 2015 ( the North America segment and the International segment, which was comprised of EMEA, 
Asia-Pacific and Latin America ) have now been reclassified into four reporting segments as noted above. 

Management evaluates each segment using measures that reflect all of the segment’s controllable revenues 
and expenses. With respect to the performance of business operations, management believes that the most appro-
priate U. S. GAAP measures are revenue, operating income and operating income margin. The Company does not 
include income taxes as it believes this is outside the segments’ control. Financing is a corporate function, which the 
Company’s segments do not control. Therefore, the Company does not include interest expense relating to financing 
as a segment measurement. Similarly, the Company does not allocate certain costs, which relate primarily to certain 
headquarters’ overhead charges, including accounting and finance, because the Company believes that these costs 
are also not within the control of the individual segments. Production of products, production asset management, 

T.  4 . 5 3
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quality management and procurement related to production are centrally managed at Corporate. The Company’s 
global research and development is also centrally managed at Corporate. These Corporate activities do not fulfill the 
definition of a segment. Products are transferred to the segments at cost; therefore no internal profit is generated. 
The associated internal revenues for the product transfers and their elimination are recorded as Corporate activities. 
Capital expenditures for production are based on the expected demand of the segments and consolidated profit-
ability considerations. In addition, certain revenues, investments and intangible assets, as well as any related expens-
es, are not allocated to a segment but are accounted for as Corporate. 

Information pertaining to the Company’s segment and Corporate activities for the twelve-month periods 
ended December 31, 2016 and 2015 is set forth below. 

SEGMENT AND CORpORATE iNFORMATiON
in $ THOUS

North  
America  
segment

EMEA  
segment

Asia- 
Pacific 

 segment

Latin 
 America 
segment

Segment  
total Corporate Total

2016

Revenue external customers 12,885,879 2,666,644 1,631,717 712,150 17,896,390 14,397 17,910,787

Inter-segment revenue 3,437 – 34 267 3,738 (3,738) –

 REVENUE 12,889,316 2,666,644 1,631,751 712,417 17,900,128 10,659 17,910,787

 OpERATiNG iNCOME 2,119,297 524,181 319,076 65,849 3,028,403 (390,880) 2,637,523

Depreciation and amortization (430,824) (120,791) (48,196) (17,242) (617,053) (158,892) (775,945)

Income (loss) from  
equity method investees 64,806 (2,919) 1,519 1,502 64,908 – 64,908

Total assets 18,255,288 3,785,602 1,863,441 729,193 24,633,524 2,300,418 26,933,942

Thereof investments in  
equity method investees 324,860 221,054 106,900 26,428 679,242 – 679,242

Capital expenditures,  
acquisitions and investments 1 916,354 310,568 53,795 45,477 1,326,194 281,379 1,607,573

2015

Revenue external customers 11,813,330 2,628,688 1,501,456 766,424 16,709,898 27,684 16,737,582

Inter-segment revenue 5,292 1 143 447 5,883 (5,883) –

 REVENUE 11,818,622 2,628,689 1,501,599 766,871 16,715,781 21,801 16,737,582

 OpERATiNG iNCOME 2 1,797,835 576,895 297,860 48,233 2,720,823 (394,091) 2,326,732

Depreciation and amortization (399,434) (113,131) (44,616) (14,835) (572,016) (145,306) (717,322)

Income (loss) from  
equity method investees 20,799 6,820 2,526 1,307 31,452 – 31,452

Total assets 3 17,269,258 3,293,600 1,727,495 604,667 22,895,020 2,470,234 25,365,254

Thereof investments  
in equity method investees 288,956 220,610 109,347 25,796 644,709 – 644,709

Capital expenditures, acquisitions 
and investments 4 709,503 174,229 48,949 50,549 983,230 286,523 1,269,753

1 North America, EMEA, Asia-Pacific, Latin America and Corporate acquisitions exclude $ 22,870, $ 235,627, $ 7,790, $ 5,526 and $ 7,654, respectively,  
of non-cash acquisitions for 2016. 

2 On July 1, 2015, the Company completed the sale of its clinics in Venezuela to a third party. The purchase price for these clinics was $ 7,500, which resulted  
in a loss of approximately $ 26,289 before tax ( approximately $ 26,920 after tax ). The loss is primarily included in Selling, general and administrative costs line 
item of the consolidated income statements.

3 Deferred taxes which were classified as current at December 31, 2015 have been reclassified to non-current in accordance with Accounting Standards Update 
2015 - 17, Income Taxes ( Topic 740 ) Balance Sheet Classification of Deferred Taxes. Deferred taxes previously recorded in 2015 within current assets and liabilities 
have been reclassified to non-current assets and liabilities in the amount of $ 216,127 and $ 36,399, respectively. As a result of deferred tax netting, non-current 
assets and liabilities were then adjusted in the amount of $ 168,232.

4 North America, EMEA, Asia-Pacific, Latin America and Corporate acquisitions and investments exclude $ 6,070, $ 41,454, $ 36,455, $ 244 and $ 26,214, 
 respectively, of non-cash acquisitions and investments for 2015.

T.  4 . 5 4
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For the geographic presentation, revenues are attributed to specific countries based on the end user’s location 
for products and the country in which the service is provided. Information with respect to the Company’s geograph-
ic operations is set forth in the table below :

GEOGRApHiC DiViSiON
in $ THOUS

Germany North America Rest of the world Total

2016

Revenue external customers 421,604 12,885,879 4,603,304 17,910,787

Long-lived assets 907,921 15,227,607 3,181,818 19,317,346

2015

Revenue external customers 400,401 11,813,330 4,523,851 16,737,582

Long-lived assets 556,276 14,771,036 2,963,439 18,290,751

23. Subsequent events

On January 31, 2017, the Company announced an agreement with the United States Departments of Veterans Affairs 
and Justice resolving litigation commenced in 2014 regarding reimbursement for services provided to veterans by the 
Company’s clinics during the period January 2009 through February 15, 2011. The agreement is expected to increase 
the Company’s recognition of revenue in 2017 by approximately $ 100,000 ( approximately € 100,000 ). The estimated 
positive impact on the Company’s net income ( net income attributable to shareholders of Fresenius Medical 
Care & Co. KGaA ) is expected to be approximately $ 45,000 to $ 50,000 ( approximately € 45,000 to € 50,000 ). The payment 
is expected to be received in due course.

T.  4 . 5 5
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Management of the Company is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rule 13 a - 15 ( f ). The Company’s internal control over financial 
reporting is a process designed by or under the supervision of the Company’s chief executive officer and chief finan-
cial officer to provide reasonable assurance regarding the reliability of financial reporting and the preparation of the 
Company’s financial statements for external reporting purposes in accordance with U. S. generally accepted account-
ing principles. 

As of December 31, 2016, management conducted an assessment of the effectiveness of the Company’s inter-
nal control over financial reporting based on the criteria established in Internal Control – Integrated Framework ( 2013 ) 
issued by the Committee of Sponsoring Organizations of the Treadway Commission ( COSO ). Management’s assess-
ment follows the guidance for management of the evaluation of internal controls over financial reporting released 
by the Securities and Exchange Commission on May 23, 2007. Based on this assessment, management has determined 
that the Company’s internal control over financial reporting is effective as of December 31, 2016.

The Company’s internal control over financial reporting includes policies and procedures that ( 1 ) pertain to the 
maintenance of records that in reasonable detail accurately and fairly reflect transactions and dispositions of assets; 
( 2 ) provide reasonable assurance that the Company’s transactions are recorded as necessary to permit preparation 
of financial statements in accordance with U. S. generally accepted accounting principles, and that the Company’s 
receipts and expenditures are being made only in accordance with authorizations of the Company’s management 
and directors; and ( 3 ) provide reasonable assurance regarding prevention or timely detection of unauthorized acqui-
sition, use or disposition of the Company’s assets that could have a material effect on the Company’s financial 
statements. 

Because of its inherent limitation, internal control over financial reporting, no matter how well designed, 
cannot provide absolute assurance of achieving financial reporting objectives and may not prevent or detect mis-
statements. Therefore, even if the internal control over financial reporting is determined to be effective it can provide 
only reasonable assurance with respect to financial statement preparation and presentation. Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because 
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

The Company’s internal control over financial reporting as of December 31, 2016 has been audited by KPMG AG 
Wirtschaftsprüfungsgesellschaft, an independent registered public accounting firm, as stated in their report included 
on page 211. 

February 22, 2017

Fresenius Medical Care AG & Co. KGaA,  
a partnership limited by shares,  
represented by :
Fresenius Medical Care Management AG,  
its General Partner

RiCE pOWELL
Chief Executive Officer and Chairman of the 
Management Board of the General Partner

MiCHAEL BROSNAN
Chief Financial Officer and member of the  
Management Board of the General Partner

M A N AG E M E N T ’S  A N N UA L 
R E p O R T  O N  i N T E R N A L  CO N T R O L 
OV E R   F i N A N C i A L  R E p O R T i N G
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211REpORT OF iNDEpENDENT REGiSTERED 
pUBLiC ACCOUNTiNG FiRM ON  iNTERNAL 
CONTROL OVER FiNANCiAL REpORTiNG

THE SUPERVISORY BOARD  
FRESENIUS MEDICAL CARE AG & CO. KGAA

We have audited the internal control over financial reporting of Fresenius Medical Care AG & Co. KGaA and subsid-
iaries ( Fresenius Medical Care or the Company ) as of December 31, 2016, based on criteria established in Internal 
Control-Integrated Framework ( 2013 ) issued by the Committee of Sponsoring Organizations of the Treadway 
 Commission ( COSO ). Fresenius Medical Care’s management is responsible for maintaining effective internal control 
over financial reporting and its assessment of the effectiveness of internal control over financial reporting included 
in the accompanying Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility 
is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
( United States ). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit includ-
ed obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness 
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed 
risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that ( 1 ) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; ( 2 ) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and ( 3 ) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect mis-
statements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate.

In our opinion, Fresenius Medical Care maintained, in all material respects, effective internal control over 
financial reporting as of December 31, 2016, based on criteria established in Internal Control-Integrated Framework 
( 2013 ) issued by the Committee of Sponsoring Organizations of the Treadway Commission ( COSO ).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
( United States ), the consolidated balance sheets of Fresenius Medical Care as of December 31, 2016 and 2015, and 
the related consolidated statements of income, comprehensive income, shareholders’ equity and cash flows for each 
of the years in the three-year period ended December 31, 2016, and our report dated February 22, 2017 expressed an 
unqualified opinion on those consolidated financial statements. 

Frankfurt am Main, Germany  
February 22, 2017

KpMG AG 
Wirtschaftsprüfungsgesellschaft
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THE SUPERVISORY BOARD  
FRESENIUS MEDICAL CARE AG & CO. KGAA

We have audited the accompanying consolidated balance sheets of Fresenius Medical Care AG & Co. KGaA and 
subsidiaries ( Fresenius Medical Care or the Company ) as of December 31, 2016 and 2015 and the related consoli-
dated statements of income, comprehensive income, shareholders’ equity and cash flows for each of the years in 
the three-year period ended December 31, 2016. In connection with our audits of the consolidated financial state-
ments, we have also audited the financial statement schedule as listed in the accompanying index. These consol-
idated financial statements and the financial statement schedule are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these consolidated financial statements and the financial 
statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
( United States ). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of Fresenius Medical Care as of December 31, 2016 and 2015, and the results of their operations 
and their cash flows for each of the years in the three-year period ended December 31, 2016, in conformity with U. S. 
generally accepted accounting principles. Also in our opinion, the related financial statement schedule, when con-
sidered in relation to the consolidated financial statements taken as a whole, presents fairly, in all material respects, 
the information set forth therein. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
( United States ), Fresenius Medical Care’s internal control over financial reporting as of December 31, 2016, based on 
criteria established in Internal Control – Integrated Framework ( 2013 ) issued by the Committee of Sponsoring Orga-
nizations of the Treadway Commission ( COSO ), and our report dated February 22, 2017 expressed an unqualified 
opinion on the effectiveness of the Company’s internal control over financial reporting.

Frankfurt am Main, Germany  
February 22, 2017

KpMG AG 
Wirtschaftsprüfungsgesellschaft

R E p O R T  O F  
i N D E pE N D E N T   R E G i S T E R E D  
p U B L i C  ACCO U N T i N G  F i R M



 
 
 
 
 
 

Exhibit 13B. 
 Audited Financial Statements-Fresenius Medical Care 
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CONSOLIDATED STATEMENTS 
OF INCOME

5.1 CONSOLIDATED STATEMENTS OF INCOME
in € THOUS, except share data

 

Note 2017 2016 2015

Revenue

Health care services 14,531,636 13,505,363 12,439,205

Health care products 3,251,936 3,064,352 3,015,653

 TOTAL 26 17,783,572 16,569,715 15,454,858

Costs of revenue

Health care services 10,362,046 9,631,341 8,887,855

Health care products 1,417,806 1,322,428 1,389,837

 TOTAL 11,779,852 10,953,769 10,277,692

 GROSS PROFIT 6,003,720 5,615,946 5,177,166

Operating ( income ) expenses

Selling, general and administrative 4 a 3,577,776 3,119,172 2,948,885

Research and development 4 b 130,704 146,511 128,128

Income from equity method investees 26 (67,199) (58,639) (28,348)

 OPERATING INCOME 2,362,439 2,408,902 2,128,501

Other (income) expense

Interest income 4 e (43,297) (42,139) (105,070)

Interest expense 4 e 397,187 408,508 457,895

 INCOME BEFORE INCOME TAXES 2,008,549 2,042,533 1,775,676

Income tax expense 4 f 454,015 622,481 565,026

 NET INCOME 1,554,534 1,420,052 1,210,650

 NET INCOME ATTRIBUTABLE TO NONCONTROLLING 
 INTERESTS 274,746 276,072 255,704

 NET INCOME ATTRIBUTABLE TO SHAREHOLDERS 
OF FMC AG & CO. KGAA 1,279,788 1,143,980 954,946

 BASIC EARNINGS PER SHARE 19 4.17 3.74 3.14 

 FULLY DILUTED EARNINGS PER SHARE 19 4.16 3.73 3.13 

The following notes are an integral part of the consolidated financial statements.



C
O

N
S

O
L

ID
A

T
E

D
 S

T
A

T
E

M
E

N
T

S
 O

F
 C

O
M

P
R

E
H

E
N

S
IV

E
 I

N
C

O
M

E
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

135

CONSOLIDATED STATEMENTS 
OF COMPREHENSIVE INCOME

5.2 CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
in € THOUS

 

Note 2017 2016 2015

 NET INCOME 1,554,534 1,420,052 1,210,650

Other comprehensive income ( loss )

 Components that will not be reclassified to profit or loss

 Actuarial gains ( losses ) on defined benefit pension plans 16, 24 6,840 (31,423) 30,169

  Income tax ( expense ) benefit related to components  
of other comprehensive income not reclassified 16, 24 (27,393) 7,085 (8,830)

  TOTAL (20,553) (24,338) 21,339

 Components that may be reclassified subsequently to profit or loss

 Gain ( loss ) related to foreign currency translation 24 (1,284,173) 368,429 674,727

 Gain ( loss ) related to cash flow hedges 23, 24 27,983 25,111 54,196

  Income tax ( expense ) benefit related to components  
of other comprehensive income that may be reclassified 23, 24 (8,407) (7,039) (15,387)

  TOTAL (1,264,597) 386,501 713,536

 OTHER COMPREHENSIVE INCOME ( LOSS ), NET OF TAX (1,285,150) 362,163 734,875

 TOTAL COMPREHENSIVE INCOME 269,384 1,782,215 1,945,525

Comprehensive income attributable to noncontrolling interests 150,611 310,580 344,427

 COMPREHENSIVE INCOME ATTRIBUTABLE 
TO  SHAREHOLDERS OF FMC AG & CO. KGAA 118,773 1,471,635 1,601,098

The following notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

5.3 CONSOLIDATED BALANCE SHEETS
in € THOUS, except share and per share data

 

Note 2017 2016

Assets

Cash and cash equivalents 6 978,109 708,882

Trade accounts receivable, less allowance for doubtful accounts  
of € 474,891 in 2017 and € 482,461 in 2016 7 3,330,990 3,491,079

Accounts receivable from related parties 5 111,643 209,465

Inventories 8 1,290,779 1,337,477

Other current assets 9 662,786 1,137,046

 TOTAL CURRENT ASSETS 6,374,307 6,883,949

Property, plant and equipment 10 3,491,771 3,579,626

Intangible assets 11 683,058 803,120

Goodwill 11 12,103,921 12,955,574

Deferred taxes 4 f 315,168 291,394

Investment in equity method investees 26 647,009 598,154

Other non-current assets 409,894 391,723

 TOTAL NON-CURRENT ASSETS 17,650,821 18,619,591

 TOTAL ASSETS 24,025,128 25,503,540

Liabilities

Accounts payable 590,493 575,556

Accounts payable to related parties 5 147,349 264,069

Current provisions and other current liabilities 12 2,843,760 3,036,708

Short-term debt 13 760,279 572,010

Short-term debt from related parties 13 9,000 3,000

Current portion of long-term debt and capital lease obligations 14 883,535 724,218

Income tax payable 65,477 123,336

 TOTAL CURRENT LIABILITIES 5,299,893 5,298,897

Long-term debt and capital lease obligations, less current portion 14 5,794,872 6,832,886

Non-current provisions and other non-current liabilities 15 975,645 1,027,983

Pension liabilities 16 530,559 512,539

Income tax payable 128,433 118,182

Deferred taxes 4 f 467,540 661,921

 TOTAL NON-CURRENT LIABILITIES 7,897,049 9,153,511

 TOTAL LIABILITIES 13,196,942 14,452,408

Shareholders’ equity

Ordinary shares, no par value, € 1.00 nominal value, 385,913,972 shares authorized, 
308,111,000 issued and 306,451,049 outstanding as of December 31, 2017 and  
385,913,972 shares authorized, 307,221,791 issued and 306,221,840 outstanding as of 
December 31, 2016 respectively 17 308,111 307,222

Treasury stock, at cost 17 (108,931) (50,993)

Additional paid-in capital 17 3,969,245 3,960,115

Retained earnings 17 7,137,255 6,085,876

Accumulated other comprehensive income ( loss ) 24 (1,485,578) (324,563)

 TOTAL FMC AG & CO. KGAA SHAREHOLDERS’ EQUITY 9,820,102 9,977,657

Noncontrolling interests 17 1,008,084 1,073,475

 TOTAL EQUITY 10,828,186 11,051,132

 TOTAL LIABILITIES AND EQUITY 24,025,128 25,503,540

The following notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS  
OF CASH FLOwS

5.4 CONSOLIDATED STATEMENTS OF CASH FLOwS
in € THOUS

 

Note 2017 2016 2015

Operating activities

Net income 1,554,534 1,420,052 1,210,650

  Adjustments to reconcile net income to net cash  
provided by operating activities

 Depreciation and amortization
10,  

11, 26 735,479 701,536 648,167

 Change in deferred taxes, net (203,046) 232 (36,665)

 ( Gain ) loss on sale of fixed assets and investments (116,624) (5,381) (4,809)

 Compensation expense related to share-based plans 20 46,811 27,433 8,370

 Investments in equity method investees, net (57,009) (52,948) (16,022)

  Changes in assets and liabilities, net  
of amounts from businesses acquired

 Trade accounts receivable, net (181,272) (241,878) (260,607)

 Inventories (62,692) (60,230) (271,301)

 Other current and non-current assets 185,801 42,266 (66,842)

 Accounts receivable from related parties 95,025 (71,773) (271)

 Accounts payable to related parties (110,375) 120,745 24,523

 Accounts payable, provisions and other current and non-current liabilities 629,116 365,312 808,202

 Paid interest (339,088) (349,738) (343,589)

 Received interest 35,526 30,263 74,993

 Income tax payable 654,250 547,157 485,181

 Paid income taxes (674,625) (541,075) (493,376)

 NET CASH PROVIDED BY ( USED IN )  
OPERATING ACTIVITIES 2,191,811 1,931,973 1,766,604

Investing activities

Purchases of property, plant and equipment 26 (944,460) (930,520) (858,894)

Proceeds from sale of property, plant and equipment 103,225 15,957 15,690

Acquisitions and investments, net of cash acquired,  
and purchases of intangible assets

3,  
25, 26 (565,694) (521,800) (285,543)

Proceeds from divestitures 3 415,388 190,247 226,823

 NET CASH PROVIDED BY ( USED IN )  
INVESTING ACTIVITIES (991,541) (1,246,116) (901,924)

Financing activities

Proceeds from short-term debt 443,996 805,191 259,149

Repayments of short-term debt (241,309) (342,505) (282,895)

Proceeds from short-term debt from related parties 122,079 124,300 53,000

Repayments of short-term debt from related parties (116,079) (138,800) (39,901)

Proceeds from long-term debt and capital lease obligations 582,311 2,071 5,439

Repayments of long-term debt and capital lease obligations (1,099,329) (662,823) (292,793)

Increase ( decrease ) of accounts receivable securitization program 157,564 112,025 (262,055)

Proceeds from exercise of stock options 47,591 47,467 85,034

Purchase of treasury stock 17 (57,938) – –

Dividends paid 17 (293,973) (244,251) (236,773)

Distributions to noncontrolling interests (386,340) (294,302) (256,399)

Contributions from noncontrolling interests 42,797 71,910 60,744

 NET CASH PROVIDED BY ( USED IN )  
FINANCING ACTIVITIES (798,630) (519,717) (907,450)

EFFECT OF EXCHANGE RATE CHANGES ON CASH 
AND CASH EQUIVALENTS (132,413) 38,012 25,422

Cash and cash equivalents

Net increase ( decrease ) in cash and cash equivalents 269,227 204,152 (17,348)

Cash and cash equivalents at beginning of period 708,882 504,730 522,078

CASH AND CASH EQUIVALENTS AT END OF PERIOD 6 978,109 708,882 504,730

The following notes are an integral part of the consolidated financial statements.



C
O

N
S

O
L

ID
A

T
E

D
 S

T
A

T
E

M
E

N
T

S
 O

F
 S

H
A

R
E

H
O

L
D

E
R

S
’ 

E
Q

U
IT

Y
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

138

CONSOLIDATED STATEMENTS 
OF SHAREHOLDERS’ EQUITY

5.5 CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
in € THOUS, except share data

Ordinary Shares Treasury Stock Accumulated other comprehensive income (loss)
 

Note
Number of 

shares No par value
Number of 

shares Amount
Additional 

 paid-in capital
Retained 
 earnings

Foreign  
currency  

translation
Cash Flow 

 Hedges Pensions

Total FMC AG & 
Co. KGaA share-

holders’ equity
Noncontrolling 

interests Total equity

BALANCE AT DECEMBER 31, 2014 311,104,251 311,104 (7,548,951) (384,966) 4,130,341 4,827,336 (973,516) (85,028) (239,826) 7,585,445 802,367 8,387,812

Proceeds from exercise of options and related tax effects 20 1,758,820 1,759 – – 83,051 – – – – 84,810 – 84,810

Compensation expense related to stock options 20 – – – – 4,278 – – – – 4,278 – 4,278

Dividends paid 17 – – – – – (236,773) – – – (236,773) – (236,773)

Purchase / sale of noncontrolling interests – – – – 6,725 – – – – 6,725 13,595 20,320

Contributions from / to noncontrolling interests – – – – – – – – – – (224,365) (224,365)

Noncontrolling interests subject to put provisions 23 – – – – – (176,016) – – – (176,016) – (176,016)

Net Income – – – – – 954,946 – – – 954,946 255,704 1,210,650

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – 608,880 (9,052) (13,824) 586,004 88,723 674,727

 Cash flow hedges, net of related tax effects 24 – – – – – – – 38,809 – 38,809 – 38,809

 Pensions, net of related tax effects 16 – – – – – – – – 21,339 21,339 – 21,339

Comprehensive income – – – – – – – – – 1,601,098 344,427 1,945,525

BALANCE AT DECEMBER 31, 2015 312,863,071 312,863 (7,548,951) (384,966) 4,224,395 5,369,493 (364,636) (55,271) (232,311) 8,869,567 936,024 9,805,591

Proceeds from exercise of options and related tax effects 20 907,720 908 – – 41,029 – – – – 41,937 – 41,937

Compensation expense related to stock options 20 – – – – 23,210 – – – – 23,210 – 23,210

Withdrawal of treasury stock 17 (6,549,000) (6,549) 6,549,000 333,973 (327,424) – – – – – – –

Dividends paid 17 – – – – – (244,251) – – – (244,251) – (244,251)

Purchase / sale of noncontrolling interests – – – – (1,095) – – – – (1,095) 63,974 62,879

Contributions from / to noncontrolling interests – – – – – – – – – – (237,103) (237,103)

Noncontrolling interests subject to put provisions 23 – – – – – (183,346) – – – (183,346) – (183,346)

Net Income – – – – – 1,143,980 – – – 1,143,980 276,072 1,420,052

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – 338,617 (908) (3,788) 333,921 34,508 368,429

 Cash flow hedges, net of related tax effects 24 – – – – – – – 18,072 – 18,072 – 18,072

 Pensions, net of related tax effects 16 – – – – – – – – (24,338) (24,338) – (24,338)

Comprehensive income – – – – – – – – – 1,471,635 310,580 1,782,215

BALANCE AT DECEMBER 31, 2016 307,221,791 307,222 (999,951) (50,993) 3,960,115 6,085,876 (26,019) (38,107) (260,437) 9,977,657 1,073,475 11,051,132

Proceeds from exercise of options and related tax effects 20 889,209 889 – – 42,944 – – – – 43,833 – 43,833

Compensation expense related to stock options 20 – – – – 11,736 – – – – 11,736 – 11,736

Purchase of treasury stock 17 – – (660,000) (57,938) – – – – – (57,938) – (57,938)

Dividends paid 17 – – – – – (293,973) – – – (293,973) – (293,973)

Purchase / sale of noncontrolling interests – – – – (45,550) – – – – (45,550) 28,421 (17,129)

Contributions from / to noncontrolling interests – – – – – – – – – – (244,423) (244,423)

Noncontrolling interests subject to put provisions 23 – – – – – 65,564 – – – 65,564 – 65,564

Net Income – – – – – 1,279,788 – – – 1,279,788 274,746 1,554,534

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – (1,177,885) 195 17,652 (1,160,038) (124,135) (1,284,173)

 Cash flow hedges, net of related tax effects 24 – – – – – – – 19,576 – 19,576 – 19,576

 Pensions, net of related tax effects 16 – – – – – – – – (20,553) (20,553) – (20,553)

Comprehensive income – – – – – – – – – 118,773 150,611 269,384

BALANCE AT DECEMBER 31, 2017 308,111,000 308,111 (1,659,951) (108,931) 3,969,245 7,137,255 (1,203,904) (18,336) (263,338) 9,820,102 1,008,084 10,828,186

The following notes are an integral part of the consolidated financial statements.
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5.5 CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
in € THOUS, except share data

Ordinary Shares Treasury Stock Accumulated other comprehensive income (loss)
 

Note
Number of 

shares No par value
Number of 

shares Amount
Additional 

 paid-in capital
Retained 
 earnings

Foreign  
currency  

translation
Cash Flow 

 Hedges Pensions

Total FMC AG & 
Co. KGaA share-

holders’ equity
Noncontrolling 

interests Total equity

BALANCE AT DECEMBER 31, 2014 311,104,251 311,104 (7,548,951) (384,966) 4,130,341 4,827,336 (973,516) (85,028) (239,826) 7,585,445 802,367 8,387,812

Proceeds from exercise of options and related tax effects 20 1,758,820 1,759 – – 83,051 – – – – 84,810 – 84,810

Compensation expense related to stock options 20 – – – – 4,278 – – – – 4,278 – 4,278

Dividends paid 17 – – – – – (236,773) – – – (236,773) – (236,773)

Purchase / sale of noncontrolling interests – – – – 6,725 – – – – 6,725 13,595 20,320

Contributions from / to noncontrolling interests – – – – – – – – – – (224,365) (224,365)

Noncontrolling interests subject to put provisions 23 – – – – – (176,016) – – – (176,016) – (176,016)

Net Income – – – – – 954,946 – – – 954,946 255,704 1,210,650

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – 608,880 (9,052) (13,824) 586,004 88,723 674,727

 Cash flow hedges, net of related tax effects 24 – – – – – – – 38,809 – 38,809 – 38,809

 Pensions, net of related tax effects 16 – – – – – – – – 21,339 21,339 – 21,339

Comprehensive income – – – – – – – – – 1,601,098 344,427 1,945,525

BALANCE AT DECEMBER 31, 2015 312,863,071 312,863 (7,548,951) (384,966) 4,224,395 5,369,493 (364,636) (55,271) (232,311) 8,869,567 936,024 9,805,591

Proceeds from exercise of options and related tax effects 20 907,720 908 – – 41,029 – – – – 41,937 – 41,937

Compensation expense related to stock options 20 – – – – 23,210 – – – – 23,210 – 23,210

Withdrawal of treasury stock 17 (6,549,000) (6,549) 6,549,000 333,973 (327,424) – – – – – – –

Dividends paid 17 – – – – – (244,251) – – – (244,251) – (244,251)

Purchase / sale of noncontrolling interests – – – – (1,095) – – – – (1,095) 63,974 62,879

Contributions from / to noncontrolling interests – – – – – – – – – – (237,103) (237,103)

Noncontrolling interests subject to put provisions 23 – – – – – (183,346) – – – (183,346) – (183,346)

Net Income – – – – – 1,143,980 – – – 1,143,980 276,072 1,420,052

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – 338,617 (908) (3,788) 333,921 34,508 368,429

 Cash flow hedges, net of related tax effects 24 – – – – – – – 18,072 – 18,072 – 18,072

 Pensions, net of related tax effects 16 – – – – – – – – (24,338) (24,338) – (24,338)

Comprehensive income – – – – – – – – – 1,471,635 310,580 1,782,215

BALANCE AT DECEMBER 31, 2016 307,221,791 307,222 (999,951) (50,993) 3,960,115 6,085,876 (26,019) (38,107) (260,437) 9,977,657 1,073,475 11,051,132

Proceeds from exercise of options and related tax effects 20 889,209 889 – – 42,944 – – – – 43,833 – 43,833

Compensation expense related to stock options 20 – – – – 11,736 – – – – 11,736 – 11,736

Purchase of treasury stock 17 – – (660,000) (57,938) – – – – – (57,938) – (57,938)

Dividends paid 17 – – – – – (293,973) – – – (293,973) – (293,973)

Purchase / sale of noncontrolling interests – – – – (45,550) – – – – (45,550) 28,421 (17,129)

Contributions from / to noncontrolling interests – – – – – – – – – – (244,423) (244,423)

Noncontrolling interests subject to put provisions 23 – – – – – 65,564 – – – 65,564 – 65,564

Net Income – – – – – 1,279,788 – – – 1,279,788 274,746 1,554,534

Other comprehensive income ( loss ) related to

 Foreign currency translation 24 – – – – – – (1,177,885) 195 17,652 (1,160,038) (124,135) (1,284,173)

 Cash flow hedges, net of related tax effects 24 – – – – – – – 19,576 – 19,576 – 19,576

 Pensions, net of related tax effects 16 – – – – – – – – (20,553) (20,553) – (20,553)

Comprehensive income – – – – – – – – – 118,773 150,611 269,384

BALANCE AT DECEMBER 31, 2017 308,111,000 308,111 (1,659,951) (108,931) 3,969,245 7,137,255 (1,203,904) (18,336) (263,338) 9,820,102 1,008,084 10,828,186

The following notes are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS
Unless otherwise noted, numbers are stated in thousands, except share data.

1.  THE COMPANY, BASIS OF PRESENTATION  
AND SIGNIFICANT ACCOUNTING POLICIES

The Company

Fresenius Medical Care AG & Co. KGaA ( FMc AG & co. KGAA or the Company ), a German partnership limited by shares 
( Kommanditgesellschaft auf Aktien ) registered in the commercial registry of Hof an der Saale under HRB 4019, with 
its business address at Else-Kröner-Str. 1, 61352 Bad Homburg v. d. Höhe, is the world’s largest kidney dialysis compa-
ny, based on publicly reported sales and number of patients treated. The Company provides dialysis treatment and 
related dialysis care services to persons who suffer from end-stage renal disease ( eSRD ), as well as other health care 
services. The Company also develops and manufactures a wide variety of health care products, which includes dial-
ysis and non-dialysis products. The Company’s dialysis products include hemodialysis machines, peritoneal cyclers, 
dialyzers, peritoneal solutions, hemodialysis concentrates, solutions and granulates, bloodlines, renal pharmaceuticals 
and systems for water treatment. The Company’s non-dialysis products include acute cardiopulmonary and aphere-
sis products. The Company supplies dialysis clinics it owns, operates or manages with a broad range of products and 
also sells dialysis products to other dialysis service providers. The Company describes certain of its other health care 
services as “Care Coordination”. Care Coordination currently includes, but is not limited to, the coordinated delivery 
of pharmacy services, vascular, cardiovascular and endovascular specialty services as well as ambulatory surgery 
center services, non-dialysis laboratory testing services (until December 2017), physician nephrology and cardiology 
services, health plan services, urgent care services and ambulant treatment services. Care Coordination also includes 
the coordinated delivery of emergency, intensivist and hospitalist physician services as well as transitional care which 
the Company refers to as “hospital related physician services.” All of these Care Coordination services together with 
dialysis care and related services represent the Company’s health care services.

In these notes, “FMc AG & co. KGAA”, or the “Company” refers to the Company or the Company and its sub-
sidiaries on a consolidated basis, as the context requires. “Fresenius Se” and “Fresenius Se & Co. KGaA” refer to 
Fresenius Se & Co. KGaA, a German partnership limited by shares resulting from the change of legal form of 
Fresenius Se ( effective as of January 2011 ), a European Company ( Societas Europaea ) previously called Fresenius AG, 
a German stock corporation. “Management AG” and the “General Partner” refer to Fresenius Medical Care Man-
agement AG which is FMc AG & co. KGAA’s general partner and is wholly owned by Fresenius Se. “Management Board” 
refers to the members of the management board of Management AG and, except as otherwise specified, “Super-
visory Board” refers to the supervisory board of FMc AG & co. KGAA. The term “North America Segment” refers to 
the North America operating segment; the term “eMeA Segment” refers to the Europe, Middle East and Africa 
operating segment, the term “Asia-Pacific Segment” refers to the Asia-Pacific operating segment, and the term 

“Latin America Segment” refers to the Latin America operating segment. For further discussion of the Company’s 
operating segments, see note 26.

Basis of presentation

The FMc AG & co. KGAA as a stock exchange listed company in a member state of the European Union ( eU ) fulfills its 
obligation to prepare and publish the consolidated financial statements in accordance with the International Finan-
cial Reporting Standards ( IFRS ), as adopted in the eU, applying section 315 e of the German Commercial Code ( HGB ).

The consolidated financial statements of FMc AG & co. KGAA at December 31, 2017 have been prepared and are 
published in accordance with the standards valid on the balance sheet date issued by the International Accounting 
Standards Board ( IASB ) and the mandatory Interpretations of the International Financial Reporting Interpretations 
Committee ( IFRIc ), which are binding to be applied in the eU. 
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Furthermore, the Company prepares consolidated financial statements in accordance with IFRS as issued by the 
IASB which is filed on Form 20-F with the Securities and Exchange Commission ( Sec ). At December 31, 2017, there were 
IFRS or IFRIc interpretations as endorsed by the eU relevant for reporting that differed from IFRS as issued by the IASB.

Moreover, the notes include information required by HGB according to Section 315 e ( 1 ) HGB. In addition to the 
IFRS consolidated financial statements, a Group Management Report must be prepared according to section 315 e 
HGB in conjunction with section 315 HGB.

The Company is included in the IFRS consolidated financial statements of Fresenius Se & Co. KGaA, Bad Homburg 
v. d. Höhe, pursuant to Section 315 e of the German Commercial Code ( HGB ), published in the Federal Gazette and 
drawn up for the smallest circle of companies. The consolidated financial statements for the largest circle of com-
panies are drawn up by Fresenius Management Se, Bad Homburg v. d. Höhe, and also published in the Federal Gazette.

The preparation of consolidated financial statements in conformity with IFRS requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. Such financial statements 
reflect all adjustments that, in the opinion of management, are necessary for a fair presentation of the results of the 
periods presented. All such adjustments are of a normal recurring nature. Estimates and underlying assumptions are 
reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates 
are revised and in all future periods affected.

In order to improve clarity of presentation, various items are aggregated in the consolidated balance sheets 
and consolidated statements of income. These items are analyzed separately in the notes where this provides useful 
information to the users of the consolidated financial statements.

The consolidated balance sheets contain all information required to be disclosed by IAS 1 ( Presentation of 
Financial Statements ) and are in accordance with Accounting Interpretation 1 ( AIc 1, Balance Sheet Classification 
according to current / non-current distinction in compliance with IAS 1 ) classified on the basis of the liquidity of assets 
and liabilities following the consolidated balance sheets. The consolidated statements of income are classified using 
the cost-of-sales accounting format. 

Cost report receivables from Medicare and Medicaid and amounts due from managed locations in the amount of 
€ 120,155 and € 27,105, respectively, in the prior years’ comparative consolidated financial statements have been reclassified 
from other currents assets see note 9 to trade accounts receivable see note 7 to conform to the current year’s presentation. 

At February 26, 2018, the Management Board authorized the consolidated financial statements for issue and 
passed it through to the Supervisory Board for review and authorization. 

Significant accounting policies

a ) Principles of consolidation and composition of the group
The financial statements of consolidated entities have been prepared using uniform accounting methods in accor-
dance with IFRS 10 ( Consolidated Financial Statements ). The acquisitions of companies are accounted for under the 
purchase method.

Besides FMc AG & co. KGAA, the consolidated financial statements include all material subsidiaries according to 
IFRS 10 and IFRS 11, over which the Company has control. FMc AG & co. KGAA controls an entity if it has power over the 
entity through existing rights that give the Company the current ability to direct the activities that significantly affect the 
Company’s return. In addition, the Company is exposed to, or has rights to, variable returns from the involvement with 
the entity and the Company has the ability to use its power over the entity to affect the amount of the Company’s return.

The equity method is applied in accordance with IAS 28 ( Investments in Associates and Joint Ventures ). Gen-
erally, equity method investees are entities in which FMc AG & co. KGAA, directly or indirectly, holds 50 % or less of the 
voting power and can exercise significant influence over their financial and operating policies.

Since 2010, the disclosure of business acquisitions is performed according to IFRS 3 ( 2008 ) ( Business Combina-
tions ) by offsetting investments in subsidiaries against the underlying revaluated equity at the date of acquisition. 
The identifiable assets and liabilities of subsidiaries as well as the noncontrolling interests are recognized at their fair 
values. Any remaining debit balance is recognized as goodwill and is tested at least once a year for impairment. Any 
excess of the net fair value of identifiable assets and liabilities over cost still existing after reassessing the purchase 
price allocation is recognized immediately in profit or loss.
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All significant intercompany revenues, expenses, income, receivables and payables are eliminated. Profits 
and losses on items of property, plant and equipment and inventory acquired from other group entities are also 
eliminated.

Deferred tax assets and liabilities are recognized on temporary differences resulting from consolidation 
procedures.

Noncontrolling interest is the portion of equity in a subsidiary not attributable, directly or indirectly, to a par-
ent and is recognized at its fair value at date of first consolidation. Profits and losses attributable to the noncontrolling 
interests are separately disclosed in the consolidated statements of income.

As far as the Company, as option writer on behalf of existing put options, can be obliged to purchase non-
controlling interests held by third parties, the potential purchase price liability is recorded in other current provisions 
and other current liabilities and other non-current provisions and other non-current liabilities at fair value at the 
balance sheet date. According to the present access method, noncontrolling interests are further recorded in equity 
as “noncontrolling interests”. The initial recognition of the purchase price liability, as well as valuation differences, 
are recorded neutral to profit or loss by reclassification from equity see note 1 g.

The consolidated financial statements for 2017 include FMc AG & co. KGAA as well as 2,180 companies. In 2017, 
50 companies were accounted for by the equity method. Since beginning of 2017, 185 companies were first-time 
consolidations and 40 companies were deconsolidated.

The complete list of investments of FMc AG & co. KGAA will be submitted to the electronic Federal Gazette and 
the electronic companies register. 

For 2017, the following fully consolidated German subsidiaries of the Company will apply the exemption pro-
vided in Section 264 ( 3 ) or Section 264 b of the HGB and therefore will be exempt from applying certain legal require-
ments to prepare notes to the statutory standalone financial statements and a management report as well as the 
requirements of an independent audit and public disclosure.

5.6 COMPANIES EXEMPT FROM APPLYING CERTAIN LEGAL REQUIREMENTS

Name of the Company Registered Office of the Company

Ärztliches Versorgungszentrum Ludwigshafen GmbH im Lusanum Ludwigshafen am Rhein, Germany

DiZ München Nephrocare GmbH Munich, Germany

ET Software Developments GmbH Sandhausen, Germany

Fresenius Medical Care Beteiligungsgesellschaft mbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care Deutschland GmbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care EMEA Management GmbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care Frankfurt am Main GmbH Frankfurt am Main, Germany

Fresenius Medical Care GmbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care Investment GmbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care US Beteiligungsgesellschaft mbH Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care US Vermögensverwaltungs GmbH & Co. KG Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care US Zwei  
Vermögensverwaltungs GmbH & Co. KG Bad Homburg v. d. Höhe, Germany

Fresenius Medical Care Ventures GmbH Bad Homburg v. d. Höhe, Germany

Haas Medizintechnik GmbH Beelitz, Germany 

Medizinisches Versorgungszentrum Berchtesgaden GmbH Berchtesgaden, Germany

MVZ Gelsenkirchen-Buer GmbH Gelsenkirchen, Germany

Nephrocare Ahrensburg GmbH Ahrensburg, Germany

Nephrocare Augsburg GmbH Augsburg, Germany

Nephrocare Berlin-Weißensee GmbH Berlin, Germany

Nephrocare Betzdorf GmbH Betzdorf, Germany

Nephrocare Bielefeld GmbH Bielefeld, Germany

Nephrocare Buchholz GmbH Buchholz, Germany

Nephrocare Daun GmbH Daun, Germany

Nephrocare Deutschland GmbH Bad Homburg v. d. Höhe, Germany

Nephrocare Döbeln GmbH Döbeln, Germany

Nephrocare Friedberg GmbH Friedberg, Germany

Nephrocare Grevenbroich GmbH Grevenbroich, Germany

Nephrocare Hagen GmbH Hagen, Germany 
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5.6 COMPANIES EXEMPT FROM APPLYING CERTAIN LEGAL REQUIREMENTS

Name of the Company Registered Office of the Company

Nephrocare Hamburg-Altona GmbH Hamburg, Germany 

Nephrocare Hamburg-Barmbek GmbH Hamburg, Germany 

Nephrocare Hamburg-Süderelbe GmbH Hamburg, Germany 

Nephrocare Ingolstadt GmbH Ingolstadt, Germany 

Nephrocare Kaufering GmbH Kaufering, Germany

Nephrocare Krefeld GmbH Krefeld, Germany

Nephrocare Lahr GmbH Lahr, Germany 

Nephrocare Leverkusen GmbH Leverkusen, Germany

Nephrocare Ludwigshafen GmbH Ludwigshafen am Rhein, Germany

Nephrocare Mannheim GmbH Mannheim, Germany

Nephrocare Mönchengladbach GmbH Mönchengladbach, Germany

Nephrocare München-Ost GmbH Munich, Germany

Nephrocare Münster GmbH Münster, Germany

Nephrocare Oberhausen GmbH Oberhausen, Germany

Nephrocare Papenburg GmbH Papenburg, Germany

Nephrocare Pirmasens GmbH Pirmasens, Germany

Nephrocare Püttlingen GmbH Püttlingen, Germany

Nephrocare Rostock GmbH Rostock, Germany

Nephrocare Salzgitter GmbH Salzgitter, Germany

Nephrocare Schrobenhausen GmbH Schrobenhausen, Germany

Nephrocare Starnberg GmbH Starnberg, Germany

Nephrocare Wetzlar GmbH Wetzlar, Germany

Nephrologisch-Internistische Versorgung Ingolstadt GmbH Ingolstadt, Germany

Nova Med GmbH Vertriebsgesellschaft  
für medizinischtechnische Geräte und Verbrauchsartikel Bad Homburg v. d. Höhe, Germany

VIVONIC GmbH Aschaffenburg, Germany

Zentrum für Nieren- und Hochdruckkrankheiten Bensheim GmbH Bensheim, Germany

b ) Cash and cash equivalents
Cash and cash equivalents comprise cash funds and all short-term investments with original maturities of up to three 
months. Short-term investments are highly liquid and readily convertible into known amounts of cash. The risk of 
changes in value is insignificant.

c ) Trade accounts receivables
Trade accounts receivables are posted at the nominal value less individual allowances for doubtful accounts. For 
information regarding allowance for doubtful accounts see note 2 c.

d ) Inventories
Inventories are stated at the lower of cost ( determined by using the average or first-in, first-out method ) or net 
realizable value see note 8. Costs included in inventories are based on invoiced costs and / or production costs as 
applicable. Included in production costs are material, direct labor and production overhead, including depreciation 
charges.

e ) Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation see note 10. Maintenance and repair 
costs ( day-to-day servicing ) are expensed as incurred. The Company recognizes in the carrying amount of an item 
of property, plant and equipment the cost of replacing parts and major inspections if it is probable that the future 
economic benefits associated with the item will flow to the Company and the cost can be measured reliably. Prop-
erty and equipment under capital leases are stated at the present value of future minimum lease payments at the 
inception of the lease, less accumulated depreciation. Depreciation on property, plant and equipment is calculated 
using the straight-line method over the estimated useful lives of the assets ranging from 4 to 50 years for buildings 
and improvements with a weighted average life of 14 years and 3 to 19 years for machinery and equipment with a 
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weighted average life of 11 years. Equipment held under capital leases and leasehold improvements are amortized 
using the straight-line method over the shorter of the lease term or the estimated useful life of the asset. Internal 
use platform software that is integral to the computer equipment it supports is included in property, plant and 
equipment.

f ) Intangible assets and goodwill
Intangible assets such as non-compete agreements, technology, distribution rights, patents, licenses to treat, licens-
es to manufacture, distribute and sell pharmaceutical drugs, exclusive contracts and exclusive licenses, trade names, 
management contracts, application software, acute care agreements, customer relationships and lease agreements 
are recognized and reported apart from goodwill see note 11. Patient relationships however are not reported as sep-
arate intangible assets due to the missing contractual basis but are part of goodwill. 

Goodwill and identifiable intangibles with indefinite useful lives are not amortized but tested for impairment 
annually or when an event becomes known that could trigger an impairment. The Company identified trade names 
and certain qualified management contracts as intangible assets with indefinite useful lives because, there is no 
foreseeable limit to the period over which those assets are expected to generate net cash inflows for the Company.

Intangible assets with finite useful lives are amortized over their respective useful lives to their residual values. 
The Company amortizes non-compete agreements over their useful life which on average is 8 years. Technology is 
amortized over its useful life of 15 years. Internally developed intangibles are amortized on a straight-line basis over 
a useful life of 9 years. Licenses to manufacture distribute and sell pharmaceutical drugs, exclusive contracts and 
exclusive licenses are amortized over their useful life which on average is 11 years. Customer relationships are amortized 
over their useful life of 9 years. All other intangible assets are amortized over their weighted average useful lives of 
6 years. The weighted average useful life of all amortizable intangible assets is 9 years. Intangible assets with finite 
useful lives are evaluated for impairment when events have occurred that may give rise to an impairment see note 1 m. 

To perform the annual impairment test of goodwill, the Company identified its groups of cash generating units 
( cGUS ) and determined their carrying value by assigning the assets and liabilities, including the existing goodwill and 
intangible assets, to those cGUS. cGUS reflect the lowest level on which goodwill is monitored for internal manage-
ment purposes.

One cGU was identified in the North America Segment, in the eMeA Segment, in the Asia-Pacific Segment and 
in the Latin America Segment. For the purpose of goodwill impairment testing, all corporate assets and liabilities are 
allocated to the cGUS. At least once a year, the Company compares the recoverable amount of each cGU to the cGU’S 
carrying amount. The recoverable amount ( value in use ) of a cGU is determined using a discounted cash flow approach 
based upon the cash flow expected to be generated by the cGU. In case that the value in use of the cGU is less than 
its carrying amount, the difference is at first recorded as an impairment of the carrying amount of the goodwill.

To evaluate the recoverability of intangible assets with indefinite useful lives, the Company compares the fair 
values of intangible assets with their carrying values. An intangible asset’s fair value is determined using a discount-
ed cash flow approach or other methods, if appropriate. 

For further information see note 2 a.

g ) Financial instruments
The following categories according to IAS 39 ( Financial Instruments : Recognition and Measurement ) are relevant for 
the Company : loans and receivables, financial liabilities measured at amortized cost, available for sale financial assets 
as well as financial assets / liabilities measured at fair value through profit or loss. All other categories are immaterial 
or not existing. No financial instruments were reclassified during the reporting period.

The Company classifies its financial instruments into the following classes according to their character : cash 
and cash equivalents, assets recognized at carrying amount, liabilities recognized at carrying amount, assets recog-
nized at fair value, liabilities recognized at fair value, noncontrolling interests subject to put provisions, derivatives 
designated as hedging instruments and derivatives not designated as hedging instruments.

Note 23 provides an overview about the relationship between classes and categories as well as the reconciliation 
to the balance sheet line items. 
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Purchases and sales of financial assets are accounted for on the trading day. The Company does not make use 
of the fair value option, which allows financial assets or financial liabilities to be classified at fair value through 
profit or loss upon initial recognition.

Investments in equity instruments, debt instruments and fund shares are classified as available for sale finan-
cial assets and measured at fair value. The Company regularly reviews if objective substantial evidence occurs that 
would indicate an impairment of a financial asset or a portfolio of financial assets. After testing the recoverability 
of these assets, a possible impairment loss is recorded in the consolidated statement of income. Gains and losses of 
available for sale financial assets are recognized in accumulated other comprehensive income ( loss ) ( AocI ) in share-
holders’ equity until the financial asset is disposed of or if it is considered to be impaired. In these cases the accu-
mulated net loss recorded in AocI is transferred to the income statement.

The Company, as option writer on behalf of existing put options, can be obligated to purchase the noncon-
trolling interests held by third parties. The obligations are in the form of put provisions and are exercisable at the 
third-party owners’ discretion within specified periods as outlined in each specific put provision. If these put provi-
sions were exercised, the Company would be required to purchase all or part of third-party owners’ noncontrolling 
interests at the appraised fair value at the time of exercise. The methodology the Company uses to estimate the fair 
values of the noncontrolling interest subject to put provisions assumes the greater of net book value or a multiple 
of earnings, based on historical earnings, development stage of the underlying business and other factors. Addition-
ally, there are put provisions that are valued by an external valuation firm. The external valuation estimates the fair 
values using a combination of discounted cash flows and a multiple of earnings and / or revenue. When applicable, 
the obligations are discounted at a pre-tax discount rate. The estimated fair values of the noncontrolling interests 
subject to these put provisions can also fluctuate, the discounted cash flows and the implicit multiple of earnings 
and / or revenue at which these noncontrolling interest obligations may ultimately be settled could vary significantly 
from the Company’s current estimates depending upon market conditions. 

At December 31, 2017, 2016 and 2015 the Company’s potential obligations under these put provisions, which are 
recorded in other current liabilities and other non-current liabilities, were € 830,773, € 1,007,733 and € 791,075, respec-
tively. At December 31, 2017, 2016 and 2015, put provisions with an aggregate purchase obligation of € 324,814, € 287,953 
and € 215,201, respectively, were exercisable. In the last three fiscal years ending December 31, 2017, 33 such put 
provisions have been exercised for a total consideration of € 120,023.

Derivative financial instruments which primarily include foreign currency forward contracts and interest rate 
swaps are recognized as assets or liabilities at fair value in the balance sheet see note 23. From time to time, the 
Company may enter into other types of derivative instruments which are dealt with on a transaction by transaction 
basis. Changes in the fair value of derivative financial instruments classified as fair value hedges and in the corre-
sponding underlying assets and liabilities are recognized periodically in earnings, while the effective portion of 
changes in fair value of derivative financial instruments classified as cash flow hedges is recognized in AocI in share-
holders’ equity. The ineffective portion is recognized in current net earnings. The change in fair value of derivatives 
that do not qualify for hedge accounting is recorded in the income statement and usually offsets the changes in 
value recorded in the income statement for the underlying asset or liability.

Derivatives embedded in host contracts are accounted for as separate derivatives if their economic character-
istics and risks are not closely related to those of the host contracts and the host contracts are not designated as 
available for sale financial asset or designated at fair value though profit or loss. These embedded derivatives are 
measured at fair value with changes in fair value recognized in the income statement.

h ) Foreign currency translation
For purposes of these consolidated financial statements, the euro is the reporting currency. The requirement to report 
in euro arises from Section 315 e and Section 244 HGB. Substantially all assets and liabilities of foreign subsidiaries, 
that use a functional currency other than the euro, are translated at year-end exchange rates, while revenues and 
expenses are translated at average exchange rates. Adjustments for foreign currency translation fluctuations are 
excluded from net earnings and are reported in AocI. In addition, the translation adjustments of certain intercom-
pany borrowings, which are of a long-term nature, are reported in AocI.
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The exchange rates of the U. S. dollar affecting foreign currency translation developed as follows :

5.7 EXCHANGE RATES 
1 US$ in €

 

spot exchange rate 
Dec. 31

average  
exchange rate 

2017 0.83382 0.88519

2016 0.94868 0.90342

2015 0.90131

i ) Revenue recognition
Health care service revenues, other than the hospitalist revenues discussed below, are recognized on the date the 
patient receives treatment and includes amounts related to certain services, products and supplies utilized in pro-
viding such treatment. The patient is obligated to pay for health care services at amounts estimated to be receivable 
based upon the Company’s standard rates or at rates determined under reimbursement arrangements. In the U. S., 
these arrangements are generally with third party payors, such as Medicare, Medicaid or commercial insurers. Out-
side the U. S., the reimbursement is usually made through national or local government programs with reimbursement 
rates established by statute or regulation. 

Health care product revenues are recognized upon transfer of title to the customer, either at the time of ship-
ment, upon receipt or upon any other terms that clearly define passage of title. Health care product revenues are 
normally based upon pre-determined rates that are established by contractual arrangement.

For both health care service revenues and health care product revenues, patients, third party payors and cus-
tomers are billed at our standard rates net of contractual allowances, discounts or rebates to reflect the estimated 
amounts to be receivable from these payors.

In the U. S., hospitalist revenues are reported at the estimated net realizable amount from third-party payors, 
client hospitals, and others at the time services are provided. Third-party payors include federal and state agencies 
( under the Medicare and Medicaid programs ), managed care health plans, and commercial insurance companies. 
Inpatient acute care services rendered to Medicare and Medicaid program beneficiaries are paid according to a fee-
for-service schedule. These rates vary according to a patient classification system that is based on clinical, diagnos-
tic and other factors. Inpatient acute care services generated through payment arrangements with managed care 
health plans and commercial insurance companies are recorded on an accrual basis in the period in which services 
are provided at established rates. 

A portion of health care product revenues outside the North America Segment is generated from arrange-
ments which give the customer, typically a health care provider, the right to use dialysis machines. In the same 
contract the customer agrees to purchase the related treatment disposables at a price marked up from the standard 
price list. If the right to use the machine is conveyed through an operating lease, FMc AG & co. KGAA does not rec-
ognize revenue upon delivery of the dialysis machine but recognizes revenue on the sale of disposables with reve-
nue for the use of dialysis machines recognized over the term of the lease contract. If the lease of the machines is 
a sales type lease, ownership of the dialysis machine is transferred to the user upon installation of the dialysis 
machine at the customer site. In this type of contract, revenue is recognized in accordance with the accounting 
principles for sales type leases.

Any tax assessed by a governmental authority that is incurred as a result of a revenue transaction ( e. g. sales 
tax ) is excluded from revenues and the related revenue is reported on a net basis.

j ) Capitalized interest
The Company includes capitalized interest as part of the cost of the asset if it is directly attributable to the acquisition, 
construction or manufacture of qualifying assets. For the fiscal years 2017, 2016 and 2015, interest of € 4,758, € 4,475 
and € 5,482, based on an average interest rate of 4.19 %, 4.64 % and 4.48 %, respectively, was recognized as a compo-
nent of the cost of assets.
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k ) Research and development expenses
Research is the original and planned investigation undertaken with the prospect of gaining new scientific or techni-
cal knowledge. Development is the technical and commercial implementation of research results and takes place 
before the start of commercial production or use. Research costs are expensed as incurred. Development costs that 
fully meet the criteria for the recognition of an intangible asset set out in IAS 38 ( Intangible Assets ) are capitalized 
as intangible asset.

l ) Income taxes
Current taxes are calculated based on the profit ( loss ) of the fiscal year and in accordance with local tax rules of the 
respective tax jurisdictions. Expected and executed additional tax payments and tax refunds for prior years are also 
taken into account.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to temporary 
differences between the single entity’s financial statement carrying amounts of existing assets and liabilities and 
their respective tax basis, tax credits and tax loss carryforwards which are probable to be utilized. Deferred tax assets 
and liabilities are measured at the tax rates that are expected to apply to the period when the asset is realized or 
the liability is settled, based on tax rates that have been enacted or substantially enacted by the end of the reporting 
period. A change in tax rate for the calculation of deferred tax assets and liabilities is recognized in the period the 
new laws are enacted or substantively enacted. The effects of the adjustment are generally recognized in the income 
statement. The effects of the adjustment are recognized in equity, if the temporary differences are related to items 
directly recognized in equity. 

Deferred tax liabilities are not recognized if they arise from the initial recognition of goodwill. In addition, 
deferred tax assets and liabilities are not recognized if they arise from the initial recognition of an asset or a liability 
in a transaction other than a business combination that at the time of the transaction affects neither accounting 
profit nor taxable profit or loss.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date. A deferred tax asset is 
recognized to the extent that the utilization of parts or all of it is probable because sufficient taxable profit will be 
available see note 4 f. The determination of future taxable income is based on assumptions on future market conditions 
and future profits of FMc AG & co. KGAA and considers all currently available information as well as the level of histor-
ical taxable income. In addition, the determination of the recoverable amount of deferred tax assets considers 
implemented tax strategies.

The Company recognizes assets and liabilities for uncertain tax treatments to the extent it is probable the tax 
will be recovered or that the tax will be payable, respectively. The Company recognizes interest and penalties relat-
ed to its income tax positions as income tax expense. 

m ) Impairment
The Company reviews the carrying amount of its property, plant and equipment, its intangible assets with definite 
useful lives as well as other non-current assets for impairment whenever events or changes in circumstances indicate 
that the carrying amount is higher than the asset’s net realizable value or its value in use in accordance with IAS 36 
( Impairment of Assets ). The net realizable value of an asset is defined as its fair value less costs to sell. The value in 
use is the present value of future cash flows expected to be derived from the relevant asset. If it is not possible to 
estimate the future cash flows from the individual assets, impairment is tested on the basis of the future cash flows 
of the corresponding cGUS.

Impairment losses, except impairment losses recognized on goodwill, are reversed up to the amount of the 
amortised acquisition cost, as soon as the reasons for impairment no longer exist.

Long-lived assets to be disposed of by sale are reported at the lower of carrying value or fair value less cost 
to sell and depreciation is ceased. Long-lived assets to be disposed of other than by sale are considered to be held 
and used until disposal.

n ) Debt issuance costs
Debt issuance costs related to a recognized debt liability are presented on the balance sheet as a direct deduction from 
the carrying amount of that debt liability. These costs are amortized over the term of the related obligation see note 14.
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o ) Self-insurance programs
See note 2 d.

p ) Concentration of risk
The Company is engaged in the manufacture and sale of products for all forms of kidney dialysis, principally to health 
care providers throughout the world, and in providing kidney dialysis treatment. The Company also provides addi-
tional health care services under Care Coordination. The Company performs ongoing evaluations of its customers’ 
financial condition and, generally, requires no collateral.

Revenues which were earned and subject to regulations under Medicare and Medicaid, governmental health 
care programs administered by the United States government, were approximately 34 %, 33 %, and 33 % of the Com-
pany’s worldwide revenues in 2017, 2016 and 2015, respectively.

See note 2 c for concentration risks of debtors or group of debtors as well as note 8 for discussion of suppliers 
with long-term purchase commitments.

q ) Legal contingencies
See note 2 b.

r ) Other provisions
In accordance with IAS 12 ( Income Taxes ) and IAS 37 ( Provisions, Contingent Liabilities and Contingent Assets ), accru-
als for taxes and other obligations are recognized when there is a present obligation to a third party arising from 
past events, it is probable that the obligation will be settled in the future and the required amount can be reliably 
estimated. Provisions by their nature are more uncertain than most other items in the statement of financial position.

Tax accruals include obligations for the current year and for prior periods.
Non-current provisions with a remaining period of more than one year are discounted to the present value of 

the expenditures expected to settle the obligation.

s ) Earnings per share
Basic earnings per share is calculated in accordance with IAS 33 ( Earnings per Share ). Basic earnings per share is 
calculated by dividing net income attributable to shareholders by the weighted average number of shares outstand-
ing during the year. Diluted earnings per share include the effect of all potentially dilutive instruments on shares that 
would have been outstanding during the years presented had the dilutive instruments been issued.

Equity-settled awards granted under the Company’s stock incentive plans see note 20, are potentially dilutive 
equity instruments.

t ) Treasury stock
The Company may, from time to time, acquire its own shares ( Treasury Stock ) as approved by its shareholders. The 
acquisition, sale or retirement of its Treasury Stock is recorded separately in equity. For the calculation of basic earn-
ings per share, treasury stock is not considered outstanding and is therefore deducted from the number of shares 
outstanding with the value of such Treasury Stock shown as a reduction of the Company’s equity.

u ) Employee benefit plans
Pension obligations for post-employment benefits are measured in accordance with IAS 19 ( revised 2011 ) ( Employee 
Benefits ) using the projected unit credit method, taking into account future salary and trends for pension increase. 

The Company uses December 31 as the measurement date when measuring the funded status of all plans.
For the Company’s funded benefit plans the defined benefit obligation is offset against the fair value of plan 

assets ( funded status ). A pension liability is recognized in the consolidated balance sheet if the defined benefit 
obligation exceeds the fair value of plan assets. A pension asset is recognized ( and reported under “Other non- current 
assets” in the consolidated balance sheet ) if the fair value of plan assets exceeds the defined benefit obligation and 
if the Company has a right of reimbursement against the fund or a right to reduce future payments to the fund.

Net interest costs are calculated by multiplying the benefit obligation ( fair value of plan assets ) at beginning 
of the year with the discount rate utilized in determining the benefit obligation. 
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Remeasurements include actuarial gains and losses resulting from the evaluation of the defined benefit obli-
gation as well as from the difference between actual and expected return on plan assets. In the event of a surplus 
for a defined benefit pension plan remeasurements can also contain the effect from asset ceiling, as far as this effect 
is not included in net interest costs. 

Remeasurements are recognized in AocI completely. It is not allowed to reclassify the remeasurements in 
subsequent periods. Components of net periodic benefit cost are recognized in profit and loss of the period. 

v ) Share-based plans
The grant date fair value of stock options and convertible equity instruments that are settled by delivering equity- 
instruments granted to the Management Board and executive employees of the Group entities by FMc AG & co. KGAA 
is measured in accordance with IFRS 2 ( share-based payments ) using the binominal option pricing model and recog-
nized as expense over the vesting period of the stock option plans. For certain exceptions a shorter vesting period 
may apply after which the stock options will not forfeit in any way. In such cases the vesting period is shortened 
accordingly.

The balance sheet date fair value of cash-settled phantom stocks granted to the Management Board and 
executive employees of the Company is calculated in accordance with IFRS 2 using the binominal option pricing 
model. The corresponding liability based on the balance sheet date fair value is accrued over the vesting period of 
the phantom stock plans. For certain exceptions a shorter vesting period may apply after which the phantom stocks 
will not forfeit in any way. In such cases the vesting period is shortened accordingly.

The balance sheet date fair value of cash-settled performance shares granted to the Management Board and 
executive employees of the Company is calculated using the Monte Carlo pricing model in accordance with IFRS 2. 
The corresponding liability based on the balance sheet date fair value is accrued over the vesting period of the per-
formance share plan. For certain exceptions a shorter vesting period may apply after which the performance shares 
will not forfeit in any way. In such cases the vesting period is shortened accordingly.

Two of the Company’s subsidiaries are authorized to issue Incentive Units see note 20. The balance sheet date 
fair value of the awards under the subsidiary stock incentive plans, whereby Incentive Units are issued by certain of 
the Company’s subsidiaries, is calculated in accordance with IFRS 2 using the Monte Carlo pricing model. The corre-
sponding liability is accrued over the vesting period of the Incentive Units.

w ) Recent pronouncements 
Recently implemented accounting pronouncements

The Company has prepared its consolidated financial statements at December 31, 2017 in conformity with IFRS that 
have to be applied for fiscal years beginning on January 1, 2017. In 2017, the Company applied the following new 
standard relevant for its business for the first time : Amendments to IAS 7, Statement of Cash Flows.

In January 2016, the IASB issued amendments to IAS 7, Statement of Cash Flows. The amendments are intended 
to improve the information related to the change in a company’s debt by providing additional annual disclosures. 
The standard is effective for fiscal years beginning on or after January 1, 2017. The Company initially presents the 
amendments to IAS 7 in the Consolidated Financial Statements as of December 31, 2017. 

Recent accounting pronouncements not yet adopted
The IASB issued the following new standards which are relevant for the Company :
 IFRS 15, Revenue from Contracts with Customers
 IFRS 9, Financial Instruments
 IFRS 16, Leases
 IFRS 17, Insurance Contracts

In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. This new standard specifies how and 
when companies reporting under IFRS will recognize revenue as well as providing users of financial statements with 
more informative and relevant disclosures. IFRS 15 supersedes IAS 18, Revenue, IAS 11, Construction Contracts and a 
number of revenue-related interpretations. While this standard applies to nearly all contracts with customers, the 
main exceptions are leases, financial instruments and insurance contracts. In September 2015, the IASB issued the 
amendment “Effective Date of IFRS 15”, which defers the effective date of IFRS 15 by one year to fiscal years beginning 
on or after January 1, 2018. Earlier adoption is permitted. The Company did not adopt IFRS 15 early and evaluated the 
impact of IFRS 15, in conjunction with all amendments to the standard, on its Consolidated Financial Statements. 
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Based on findings the Company obtained so far, it expects differences from the current accounting mainly in the 
calculation of the transaction price for health care services provided. IFRS 15 requires the consideration of implicit 
price concessions when determining the transaction price. This will lead to a corresponding decrease of revenue 
from health care services and thus, the implicit price concessions will no longer be included in selling, general and 
administrative expenses as an allowance for doubtful accounts. This issue showed a decrease of revenue by 2.7 % or 
€ 486,140 for 2017, without any effect on net income. There are no material contract assets or contract liabilities 
resulting from the implementation of IFRS 15. Revenue from lease contracts will be disclosed separately from IFRS 15 
revenue in the notes to the consolidated financial statements in the future. The Company expects to implement 
IFRS 15 using the cumulative effect method and is continuing to evaluate accounting policy options. The Company 
intends to apply IFRS 15 only to open contracts as of January 1, 2018.

In July 2014, the IASB issued a new version of IFRS 9, Financial Instruments. This IFRS 9 version is considered the 
final and complete version, thus, mainly replacing IAS 39 as soon IFRS 9 is applied. It includes all prior guidance on 
the classification and measurement of financial assets and financial liabilities as well as hedge accounting and intro-
duces requirements for impairment of financial instruments as well as modified requirements for the measurement 
categories of financial assets. The impairment provisions reflect a model that relies on expected losses ( expected 
loss model ). This model comprises a three stage approach. Upon recognition an entity shall recognize losses that 
are expected within the next 12 months. If credit risk deteriorates significantly, from that point in time, impairment 
losses shall amount to lifetime expected losses. In case of objective evidence of impairment there is an assignment 
to stage 3. The provisions for classification and measurement are amended by introducing an additional third mea-
surement category for certain debt instruments. Such instruments shall be measured at fair value with changes 
recognized in other comprehensive income ( fair value through other comprehensive income ). The standard is accom-
panied by additional disclosure requirements and is effective for fiscal years beginning on or after January 1, 2018. 
Earlier adoption is permitted. The Company did not adopt IFRS 9 early. In accordance with IAS 39, the majority of the 
non-derivative financial assets are measured at amortized costs. The analysis on the business model and the con-
tractual cash flow characteristics of each instrument is complete. The impact on the measurement of non-derivative 
financial assets under IFRS 9 will not be significant. For individual equity instruments, in the amount of approximate-
ly € 27,000, the Company will use the option and present changes in fair value in other comprehensive income. The 
requirements for the classification and measurement of non-derivative financial liabilities have not changed signifi-
cantly. Thus, the Company expects a limited impact on its Consolidated Financial Statements. Derivatives not desig-
nated as hedging instruments will continue to be classified and measured at fair value through profit and loss.

The Company will implement the simplified method to determine the provisions for risks from trade accounts 
receivable, receivables from lease contracts and contract assets according to IFRS 15. Starting point of the new impair-
ment model is an analysis of trade accounts receivable based on individual maturity. For the determination of impair-
ment losses in addition to historical loss rates also present and future information is included, to take foreseeable 
changes in the customer-specific or macroeconomic environment into account. The effect from the implementation 
of this simplified method will amount to approximately € 10,000 and will be recorded as a debit to the respective 
assets and a credit to retained earnings. Based on currently available information, derivative financial instruments 
presently designated as hedging instruments are also qualified for hedge accounting according to the requirements 
of IFRS 9. Hedging instruments will be designated on a spot basis. The Company will use the option to recognize the 
forward element in other comprehensive income. The Company expects to implement IFRS 9 using the modified 
retrospective method.

In January 2016, the IASB issued IFRS 16, Leases, which supersedes the current standard on lease-accounting, 
IAS 17, as well as the interpretations IFRIc 4, SIc-15 and SIc-27. IFRS 16 significantly improves lessee accounting. For all 
leases, a lessee is required to recognize a right-of-use asset representing its right to use the underlying leased asset 
and a lease liability representing its obligation to make lease payments. Depreciation of the right-of-use asset and 
interest on the lease liability must be recognized in the income statement for every lease contract. Therefore, 
straight-line rental expenses will no longer be shown. The lessor accounting requirements in IAS 17 are substantial-
ly carried forward. The standard is effective for fiscal years beginning on or after January 1, 2019. Earlier application 
is permitted for entities that have also adopted IFRS 15, Revenue from Contracts with Customers. The Company 
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decided that IFRS 16 will not be adopted early. The Company expects a balance sheet extension due to the on balance 
sheet recognition of right of use assets and liabilities for agreed lease payment obligations, currently classified as 
operating leases, resulting in particular from leased clinics and buildings. Based on a first impact analysis as of 
December 31, 2015 using certain assumptions and simplifications, the Company expects a financial debt increase of 
approximately € 4,000,000. Referring to the consolidated statement of income, the Company expects an operating 
income improvement due to the split of rent expenses in depreciation and interest expenses, by having unchanged 
cash outflows. The Company also expects that its net leverage ratio ( net debt as compared to Earnings before Inter-
est, Taxes, Depreciation and Amortization, eBITDA ), adjusted for acquisitions and divestitures made during the year 
with a purchase price above a € 50,000 threshold as defined in the Amended 2012 Credit Agreement and non-cash 
charges ) will increase by about 0.5. The impact on the Company will depend on the contract portfolio at the effec-
tive date, as well as the transition method. Based on a first impact analysis, the Company decided to apply the 
modified retrospective method. Currently, the Company is evaluating the accounting policy options of IFRS 16.

In May 2017, the IASB issued IFRS 17, Insurance Contracts. IFRS 17 establishes principles for the recognition, mea-
surement, presentation and disclosure related to the issuance of insurance contracts. IFRS 17 replaces IFRS 4, Insurance 
Contracts, which was brought in as an interim Standard in 2004. IFRS 4 permitted the use of national accounting 
standards for the accounting of insurance contracts under IFRS. As a result of the varied application for insurance 
contracts there was a lack of comparability among peer groups. IFRS 17 eliminates this diversity in practice by requir-
ing all insurance contracts to be accounted for using current values. The frequent updates to the insurance values 
are expected to provide more useful information to users of financial statements. IFRS 17 is effective for fiscal years 
beginning on or after January 1, 2021. Earlier adoption is permitted for entities that have also adopted IFRS 9 Financial 
Instruments and IFRS 15 Revenue from Contracts with Customers. The Company is evaluating the impact of IFRS 17 on 
the Consolidated Financial Statements.

The eU Commission’s endorsement of IFRS 17 is still outstanding. 
In the Company’s view, all other pronouncements issued by the IASB do not have a material impact on the 

consolidated financial statements, as expected.

2.  DISCRETIONARY DECISIONS AND  
SOURCES OF ESTIMATION UNCERTAINTIES

The Company’s reported results of operations, financial position and net assets are sensitive to discretionary decisions, 
assumptions and estimates that are the basis for its financial statements. The critical accounting policies, the judge-
ments made in the creation and application of these policies and the sensitivities of reported results to changes in 
accounting policies, discretionary decisions and estimates are factors to be considered along with the Company’s 
financial statements. In the opinion of the Management of the Company, the following accounting policies, discre-
tionary decisions and sources of estimation uncertainties are critical for the consolidated financial statements in the 
present economic environment.

a ) Recoverability of goodwill and intangible assets

The growth of the business through acquisitions has created a significant amount of intangible assets, including 
goodwill, trade names, management contracts, non-compete agreements and customer relationships. At Decem-
ber 31, 2017, the carrying amount of goodwill and non-amortizable intangible assets amounted to € 12,281,648 
( € 13,157,584 at December 31, 2016 ) representing approximately 51 % and 52 % of the Company’s total assets at Decem-
ber 31, 2017 and 2016, respectively.

In accordance with IAS 36 ( Impairment of Assets ), the Company performs an impairment test of goodwill and 
non-amortizable intangible assets at least once a year for each reporting unit or more frequently if the Company 
becomes aware of events that occur or if circumstances change that would indicate the carrying value may not be 
recoverable see also note 1 f.
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To comply with IFRS to determine possible impairments of these assets, the value in use of the cGUS is first 
compared to the cGUS’ carrying amount. 

The value in use of each cGU is determined using estimated future cash flows for the unit discounted by a 
weighted average cost of capital ( WAcc ) specific to that cGU. Estimating the future cash flows involves significant 
assumptions, especially regarding future reimbursement rates and sales prices, number of treatments, sales volumes 
and costs. In determining discounted cash flows, the Company utilizes for every cGU its three-year budget, projections 
for years four to ten and a representative growth rate for all remaining years. Projections for up to ten years are 
possible due to the non-discretionary nature of the health care services the Company provides, the need for health 
care products utilized to provide such services and the availability of government reimbursement for a substantial 
portion of its services. 

The cGU’s average revenue growth for the ten year planning period is within a mid-single-digit range for the 
North America Segment, eMeA Segment and the Latin America Segment, whereas for the Asia-Pacific Segment the 
average revenue growth is in the high single-digits.

A substantial portion of the Company’s profit is generated in North America. The Company expects a stable 
operating income margin with a higher margin in dialysis business compensating a lower margin in Care Coordi-
nation.

The cGU’s expected growth rates for the period beyond ten years are : North America 1.0 %, eMeA 0 %, Asia-Pa-
cific 4.0 % and Latin America 3.45 %. The discount factor is determined by the WAcc of the respective cGU. The Com-
pany’s WAcc consists of a basic rate adjusted by a weighted average country risk rate and, if appropriate, by a factor 
to reflect higher risks associated with the cash flows from recent material acquisitions within each cGU, until they 
are appropriately integrated. In 2017 the pre-tax WAcc, for the respective cGU is 7.25 % ( 2016 : 7.54 % ) for North Amer-
ica, 9.43 % ( 2016 : 8.64 % ) for eMeA, 7.35 % ( 2016 : 6.40 % ) for Asia Pacific and 17.93 % ( 2016 : 18.18 % ) for Latin America. An 
overview of the carrying amounts of goodwill and intangibles with the indefinite useful life for each cGU is shown 
in note 11.

To evaluate the recoverability of intangible assets with indefinite useful lives, the Company compares the fair 
values of intangible assets with their carrying values and intangible asset’s fair value is determined using a discount-
ed cash flow approach or other methods, if appropriate.

A prolonged downturn in the health care industry with lower than expected increases in reimbursement rates 
and / or higher than expected costs for providing health care services and for procuring and selling health care prod-
ucts could adversely affect the Company’s estimated future cash flows. Future adverse changes in a reporting unit’s 
economic environment of a cGU could affect the country specific risk rate and therefore the discount rate. Equally 
an increase of the general interest rate level could affect the base rate and therefore the discount rate. A decrease 
in the estimated future cash flows and / or a decline in the reporting units economic environment could result in 
impairment charges to goodwill and other intangible assets which could materially and adversely affect the Com-
pany’s future financial position and operating results.

Sensitivity analysis showed that a rise in the respective WAcc by one percentage point, that could be caused 
by an increase in the Company’s beta factor or an increase in interest rates, would not lead to an impairment of any 
of its cash-generating units.

b ) Legal contingencies

From time to time, during the ordinary course of operations, the Company is party to litigation and arbitration and 
is subject to investigations relating to various aspects of its business see note 22. The Company regularly analyzes 
current information about such claims for probable losses and provides accruals for such matters, including the 
estimated legal expenses and consulting services in connection with these matters, as appropriate. The Company 
utilizes its internal legal department as well as external resources for these assessments. In making the decision 
regarding the need for loss accrual, the Company considers the degree of probability of an unfavorable outcome 
and its ability to make a reasonable estimate of the amount of loss.

The filing of a suit or formal assertion of a claim or assessment, or the disclosure of any such suit or assertion, 
does not necessarily indicate that accrual of a loss is appropriate.

The outcome of these matters may have a material effect on the results of operations, financial position and 
net assets of the Company. 
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c ) Trade accounts receivable and allowance for doubtful accounts

Trade accounts receivable are a substantial asset of the Company and the allowance for doubtful accounts is based 
upon a significant estimate made by management. Trade accounts receivable were € 3,330,990 and € 3,491,079 at 
December 31, 2017 and 2016, respectively, net of allowances for doubtful accounts of € 474,891 at December 31, 2017 
and € 482,461 at December 31, 2016. 

The Company sells health care products directly or through distributors in around 150 countries and provide 
health care services in around 50 countries. Most payors are government institutions or government-sponsored 
programs with significant variations between the countries and even between payors within one country in local 
payment and collection practices. 

Receivables resulting from health care services are recognized and billed at amounts estimated to be collectable 
under government reimbursement programs and reimbursement arrangements with third party payors. U. S. Medicare 
and Medicaid government programs are billed at pre-determined net realizable rates per treatment that are estab-
lished by statute or regulation. Revenues for non-governmental payors with which the Company has contracts or 
letters of agreement in place are recognized at the prevailing contract rates. The remaining non-governmental 
payors are billed at the Company’s standard rates for services and, in the Company’s North America Segment, a 
contractual adjustment is recorded to recognize revenues based on historic reimbursement. The contractual adjust-
ment and the allowance for doubtful accounts are reviewed quarterly for their adequacy. No material changes in 
estimates were recorded for the contractual allowance in the periods presented. The collectability of accounts 
receivable is reviewed locally on a regular basis, generally monthly.

In the Company’s North America Segment operations, the collection process is usually initiated 30 days after 
service is provided or upon the expiration of the time provided by contract. For Medicare and Medicaid, once the 
services are approved for payment, the collection process begins upon the expiration of a period of time based upon 
experience with Medicare and Medicaid. In all cases where co-payment is required the collection process usually begins 
within 30 days after service has been provided. In those cases where claims are approved for amounts less than antic-
ipated or if claims are denied, the collection process usually begins upon notice of approval of the lesser amounts or 
upon denial of the claim. The collection process can be confined to internal efforts, including the accounting and sales 
staffs and, where appropriate, local management staff. If appropriate, external collection agencies may be engaged.

Public health institutions in a number of countries outside the U. S. require a significant amount of time until 
payment is made because a substantial number of payors are government entities whose payments are often deter-
mined by local laws and regulations and budget constraints. Depending on local facts and circumstances, the period 
of time to collect can be quite lengthy. In those instances where there are commercial payors, the same type of 
collection process is initiated as in the North America Segment.

Due to the number of subsidiaries and different countries that the Company operates in, the Company’s pol-
icy of determining when a valuation allowance is required considers the appropriate individual local facts and cir-
cumstances that apply to an account. While payment and collection practices vary significantly between countries 
and even agencies within one country, government payors usually represent low to moderate credit risks. It is the 
Company’s policy to determine when receivables should be classified as bad debt on a local basis taking into account 
local payment practices and local collection experience. A valuation allowance is calculated locally if specific circum-
stances indicate that amounts will not be collectible. 

In the Company’s eMeA Segment, Asia-Pacific Segment, Latin America Segment and North America Segment 
product division, for receivables overdue by more than one year, an additional valuation allowance is recorded based 
on an individual country risk, since the Company believes that the length of time to collect does indicate an increased 
credit risk. 

When all efforts to collect a receivable, including the use of outside sources where required and allowed, have 
been exhausted, and after appropriate management review, a receivable deemed to be uncollectible is considered 
a bad debt and written off. 

Write offs are taken on a claim-by-claim basis. Due to the fact that a large portion of its reimbursement is 
provided by public health care organizations and private insurers, the Company expects that most of its accounts 
receivables will be collectible, albeit potentially more slowly outside the North America Segment. A significant change 
in the Company’s collection experience, deterioration in the aging of receivables and collection difficulties could 
require that the Company increases its estimate of the allowance for doubtful accounts. Any such additional bad 
debt charges could materially and adversely affect the Company’s future operating results.

If, in addition to the Company’s existing allowances, 1 % of the gross amount of the Company’s trade accounts 
receivable as of December 31, 2017 were uncollectible through either a change in the Company’s estimated contrac-
tual adjustment or revised estimate of the collectability, the Company’s operating income for 2017 would have been 
reduced by approximately 1.5 %. 
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The following table shows the portion of major debtors or debtor groups of trade accounts receivable as at 
December 31, 2017 and 2016. No single debtor, other than U. S. Medicare and Medicaid, accounted for more than 5 % 
of total trade accounts receivable in any of these years. Amounts pending approval from third party payors repre-
sented less than 3 % of the accounts receivable at December 31, 2017.

5.8 COMPOSITION OF TRADE ACCOUNTS RECEIVABLE
December 31

 

2017 2016

U. S. Government health care programs 28 % 30 %

U. S. commercial payors 15 % 16 %

U. S. hospitals 11 % 8 %

Self-pay of U. S. patients 1 % 2 %

Other North America Segment payors 2 % 2 %

Product customers and health care payors outside the North America Segment 43 % 42 %

 TOTAL 100 % 100 %

d ) Self-insurance programs

Under the Company’s insurance programs for professional, product and general liability, auto liability, worker’s 
compensation and medical malpractice claims, the Company’s largest subsidiary which is located in the U. S. is par-
tially self-insured for professional liability claims. For all other coverages, the Company assumes responsibility for 
incurred claims up to predetermined amounts above which third party insurance applies. Reported liabilities for the 
year represent estimated future payments of the anticipated expense for claims incurred ( both reported and incurred 
but not reported ) based on historical experience and existing claim activity. This experience includes both the rate 
of claims incidence ( number ) and claim severity ( cost ) and is combined with individual claim expectations to estimate 
the reported amounts.

e ) Noncontrolling interests subject to put provisions

The noncontrolling interests subject to put provisions are recognized at their fair value. For further information 
related to the estimation of these fair values, see notes 1 g and 23.

f ) Variable payments outstanding for acquisitions

Variable payments outstanding for acquisitions are recognized at their fair value. For further information related to 
the estimation of these fair values see note 23.

g ) Income taxes

The Company is subject to ongoing and future tax audits in the U. S., Germany and other jurisdictions. Different 
interpretations of tax laws may lead to potential additional tax payments or tax refunds for prior years. To consider 
income tax provisions or income tax receivables of uncertain tax assessments management’s estimations are based 
on local tax rules of the respective tax jurisdiction and the interpretation of such. Estimates are revised in the period 
in which there is sufficient evidence to revise the assumption. For further information to estimates related to the 
recoverability of deferred taxes see note 1 l.



N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

155

3.  ACQUISITIONS, INVESTMENTS, PURCHASES  
OF INTANGIBLE ASSETS AND DIVESTITURES

The Company completed acquisitions, investments and the purchase of intangible assets in the amount of € 682,676, 
€ 774,277 and € 385,081 in 2017, 2016 and 2015, respectively. In 2017, € 565,694 was paid in cash and € 116,982 were assumed 
obligations and non-cash consideration. In 2016, € 521,800 was paid in cash and € 252,477 were assumed obligations 
and non-cash consideration. In 2015, € 285,543 was paid in cash and € 99,538 were assumed obligations and non-cash 
consideration.

Acquisitions 

The Company made acquisitions of € 638,307, € 632,342 and € 162,392 in 2017, 2016 and 2015, respectively in order to 
expand the scope of its services and to increase its market shares in the respective countries. In 2017, € 521,325 was 
paid in cash and € 116,982 were assumed obligations and non-cash consideration. In 2016, € 379,865 was paid in cash 
and € 252,477 were assumed obligations and non-cash consideration. In 2015, € 90,267 was paid in cash and € 72,125 
were assumed obligations and non-cash consideration.

The Company’s acquisition spending was driven primarily by the purchase of dialysis clinics in the normal 
course of its operations in 2017, 2016 and 2015 as well as the acquisition of an operator of day hospitals in Australia 
in 2017, the purchase of a medical technology company focusing on the treatment of lung and cardiac failure in 2016 
and the purchase of a distributor in the Asia-Pacific Segment in 2015.

Impacts on consolidated financial statements from acquisitions 
The assets and liabilities of all acquisitions were recorded at their estimated fair value at the date of the acquisition 
and are included in the Company’s financial statements and operating results from the effective date of acquisition. 
The previous year’s acquisitions did not have a significant impact on the consolidated financial statements in 2017.

The excess of the total acquisition costs over the fair value of the net assets acquired resulted in goodwill of 
€ 651,491 and € 586,520 at December 31, 2017 and 2016, respectively. 

The purchase price allocations for all collectively and individually non-material acquisitions for 2017 are not yet 
finalized. The Company is in the process of obtaining and evaluating the information necessary for the purchase 
price allocations, primarily related to property, plant and equipment, intangible assets, accounts receivable and 
other liabilities. In 2017, based on preliminary purchase price allocations, the Company recorded € 651,491 of goodwill 
and € 39,352 of intangible assets, which represent the share of both controlling and noncontrolling interests. Good-
will arose principally due to the fair value of the established streams of future cash flows for these acquisitions 
versus building similar franchises.

Business combinations during 2017 increased the Company’s net income ( net income attributable to sharehold-
ers of FMc AG & co. KGAA ) by € 2,198, excluding the costs of the acquisitions, and revenue increased by € 256,045. Total 
assets increased € 758,720 due to business combinations.

Investments and purchases of intangible assets 

Investments and purchases of intangible assets were € 44,369, € 141,935 and € 222,689 in 2017, 2016 and 2015, respec-
tively. These amounts were primarily driven by purchases of intangible assets and an investment in available for sale 
financial assets in 2017, an investment in available for sale financial assets and notes receivables related to an equity 
method investee in 2016 and an investment in available for sale financial assets and notes receivables related to an 
equity method investee as well as contributions to an equity method investee in 2015. Of this amount € 44,369 and 
€ 141,935 were paid in cash in 2017 and 2016, respectively. In 2015, € 195,276 was paid in cash and € 27,413 were non-cash 
components.



N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

156

Divestitures

Proceeds from divestitures were € 437,031, € 193,893 and € 252,764 in 2017, 2016 and 2015, respectively. These amounts 
mainly related to the sale of a provider of non-dialysis laboratory testing services and a provider of outsourced 
clinical services in the North America Segment as well as divestitures of available for sale financial assets in 2017, a 
divestment of available for sale financial assets and the repayment of notes receivables related to an equity method 
investee in 2016 as well as the repayment of an investment-type loan granted to a middle-market dialysis provider, 
the divestiture of the dialysis service business in Venezuela and the transfer of marketing rights to an equity method 
investee in 2015. In 2017, € 415,388 was received in cash and € 21,643 were non-cash components. In 2016, € 190,247 was 
received in cash and € 3,646 were non-cash components. In 2015, € 226,823 was received in cash and € 25,941 were 
non-cash components.

4.  NOTES TO THE CONSOLIDATED STATEMENTS OF INCOME

a ) Selling, general and administrative expenses

Selling, general and administrative expenses are generated in the administrative, logistic and selling functions which 
are not attributable to research and development or production. In addition, general and administrative expenses 
included realized and unrealized foreign exchange gains and losses. In 2017, general and administrative expenses 
included a Foreign Corrupt Practices Act ( FcPA ) related charge of € 200,000 see note 22, a net gain from the sale of fixed 
assets of € 31,959 and from the sale of investments of € 84,665. In 2016, general and administrative expenses included 
a net loss from the sale of fixed assets of € 11,074 and a net gain from the sale of investments of € 16,455. In 2015, 
general and administrative expenses included a net loss from the sale of fixed assets of € 6,380 and a net gain from 
the sale of investments of € 11,189. In addition in 2015, general and administrative expenses included a net amount of 
$ 60,000 ( € 54,078 ) in relation to the NaturaLyte ® and GranuFlo ® agreement in principle. For further information see 

note 22.

b ) Research and development expenses

Research and development expenses of € 130,704 ( 2016 : € 146,511 and 2015 : € 128,128 ) included research and non-capi-
talizable development costs as well as depreciation and amortization expenses related to capitalized development 
costs of € 432 ( 2016 : € 724 and 2015 : € 1,673 ).

c ) Cost of materials

The cost of materials for the year ended December 31, 2017, 2016 and 2015 consisted of the following :

5.9 COST OF MATERIALS
in € THOUS

 

2017 2016 2015

Cost of raw materials, supplies and purchased components 4,305,683 3,696,528 3,601,588

Cost of purchased services 450,417 414,289 398,652

 COST OF MATERIALS 4,756,100 4,110,817 4,000,240
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d ) Personnel expenses

Included within costs of revenue, selling, general and administrative expenses and research and development expens-
es are personnel expenses in the amount of € 6,900,023, € 6,290,504 and € 5,698,014 for the year ended December 31, 
2017, 2016 and 2015, respectively. Personnel expenses consisted of the following :

5.10 PERSONNEL EXPENSES
in € THOUS

 

2017 2016 2015

Wages and salaries 5,396,339 4,940,931 4,499,774

Social security contributions and cost of  
retirement benefits and social assistance 1,503,684 1,349,573 1,198,240

 thereof retirement benefits 147,332 134,572 120,997

 PERSONNEL EXPENSES 6,900,023 6,290,504 5,698,014

The Company employed the following personnel on a full-time equivalents basis, on average, for the following 
years :

5.11 EMPLOYEES BY FUNCTION

 

2017 2016 2015

Production and Services 98,547 94,201 90,251

Administration 9,962 9,318 9,023

Sales and Marketing 3,272 3,099 2,865

Research and Development 804 736 626

 TOTAL 112,585 107,354 102,765

e ) Net interest

Net interest in the amount of € 353,890 ( 2016 : € 366,369 and 2015 : € 352,825 ) included interest expense of € 397,187 ( 2016 : 
€ 408,508 and 2015 : € 457,895 ) and interest income of € 43,297 ( 2016 : € 42,139 and 2015 : € 105,070 ). Interest expenses 
resulted mainly from the Company’s financial liabilities which are not accounted for at fair value through profit and 
loss see note 13 and note 14. In 2017, interest income was mainly attributable to the valuation of the Share Options, 
interest on overdue receivables and lease receivables. In 2016, a large part of interest income was attributable to the 
valuation of the derivatives embedded in the Convertible Bonds. In 2015, interest income was mainly attributable to 
the valuation of the Share Options which the Company purchased in connection with the issuance of the Convertible 
Bonds as well as interest-bearing notes receivables see note 23.

f ) Income taxes

Income before income taxes is attributable to the following geographic locations :

5.12 INCOME BEFORE INCOME TAXES
in € THOUS

 

2017 2016 2015

Germany (12,228) 191,377 124,416

U. S. 1,592,300 1,490,789 1,325,346

Other 428,477 360,367 325,914

 TOTAL 2,008,549 2,042,533 1,775,676
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Income tax expense ( benefit ) for the years ended December 31, 2017, 2016 and 2015 consisted of the following :

5.13 INCOME TAX EXPENSE (BENEFIT)
in € THOUS

 

2017 2016 2015

Current

Germany 86,069 50,625 65,102

U. S. 440,000 454,448 413,502

Other 130,992 128,320 124,910

657,061 633,393 603,514

Deferred

Germany (36,022) (23,703) (47,857)

U. S. (156,704) 27,570 (734)

Other (10,320) (14,779) 10,103

(203,046) (10,912) (38,488)

 TOTAL 454,015 622,481 565,026

A reconciliation between the expected and actual income tax expense is shown below. The expected corporate 
income tax expense is computed by applying the German corporation tax rate ( including the solidarity surcharge ) 
and the trade tax rate on income before income taxes. The German combined statutory tax rates were 29.90 %, 29.69 % 
and 29.62 % for the fiscal years ended December 31, 2017, 2016 and 2015, respectively.

5.14 RECONCILIATION OF INCOME TAXES
in € THOUS

 

2017 2016 2015

Expected corporate income tax expense 600,456 606,327 525,955

Tax free income (44,302) (37,495) (32,190)

Income from equity method investees (18,706) (15,642) (12,863)

Tax rate differentials 139,391 133,523 116,335

Non-deductible expenses 102,587 32,985 32,817

Taxes for prior years (14,993) (21,069) 17,998

Noncontrolling partnership interests (105,832) (105,536) (98,666)

Tax on divestitures – – 13,477

Tax rate changes (238,130) (120) 1,869

Change in realizability of deferred tax assets and tax credits 7,254 5,945 (2,317)

Withholding taxes 6,606 7,909 6,914

Other 19,684 15,655 (4,303)

 INCOME TAX EXPENSE 454,015 622,481 565,026

Effective tax rate 22.6 % 30.5 % 31.8 %
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The tax effects of the temporary differences and net operating losses that give rise to deferred tax assets and liabilities 
at December 31, 2017 and 2016, are presented below :

5.15 DEFERRED INCOME TAX ASSETS AND LIABILITIES
in € THOUS

 

2017 2016

Deferred tax assets

Trade accounts receivable 19,821 11,899

Inventories 56,672 63,932

Intangible assets 6,925 7,366

Property, plant and equipment and other non-current assets 60,186 61,369

Provisions and other liabilities 116,045 337,766

Pension liabilities 80,868 109,234

Net operating loss carryforwards, tax credit carryforwards and interest carryforwards 118,994 130,954

Derivatives 2,215 5,487

Compensation expense related to stock options 16,933 13,463

Other 11,894 23,525

 TOTAL DEFERRED TAX ASSETS 490,553 764,995

Deferred tax liabilities

Trade accounts receivable 18,171 25,121

Inventories 7,401 6,838

Intangible assets 410,941 670,134

Property, plant and equipment and other non-current assets 97,779 147,357

Provisions and other liabilities 6,714 49,809

Derivatives 2,480 9,822

Insurance recoveries – 82,336

Other 99,439 144,105

 TOTAL DEFERRED TAX LIABILITIES 642,925 1,135,522

 NET DEFERRED TAX LIABILITIES (152,372) (370,527)

In the consolidated balance sheets, the accumulated amounts of deferred tax assets and liabilities are shown as follows :

5.16 NET DEFERRED INCOME TAX ASSETS AND LIABILITIES
in € THOUS

 

2017 2016

Deferred tax assets 315,168 291,394

Deferred tax liabilities 467,540 661,921

 NET DEFERRED TAX LIABILITIES (152,372) (370,527)
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The net operating losses included in the table below reflect U. S. federal tax, German corporate income tax, and other 
tax loss carryforwards in the various countries in which the Company operates, and expire as follows :

5.17 NET OPERATING LOSS CARRYFORwARDS
in € THOUS

2018 6,824

2019 10,810

2020 22,637

2021 10,146

2022 13,103

2023 2,428

2024 3,740

2025 4,753

2026 3,693

2027 and thereafter 118,855

Without expiration date 154,552

 TOTAL 351,541

Included in the balance of net operating loss carryforwards at December 31, 2017 are € 166,036 not expected to be 
absorbed. Deferred tax assets regarding this portion are not recognized. 

In assessing the realizability of deferred tax assets, management considers to which extent it is probable that 
the deferred tax asset will be realized. The ultimate realization of deferred tax assets is dependent upon the gener-
ation of future taxable income during the periods in which those temporary differences and tax loss carryforwards 
become deductible. Management considers the expected reversal of deferred tax liabilities and projected future 
taxable income in making this assessment. Based upon the level of historical taxable income and projections for 
future taxable income over the periods in which the deferred tax assets are deductible, management believes it is 
probable the Company will realize the benefits of these deferred tax assets at December 31, 2017.

The Company provides for income taxes and foreign withholding taxes on the cumulative earnings of foreign 
subsidiaries and foreign subsidiaries in which the Company has ownership of less than 100 % that will not be rein-
vested. At December 31, 2017, the Company provided for € 11,744 ( 2016 : € 11,619 ) of deferred tax liabilities associated 
with earnings that are likely to be distributed in 2018 and the following years. Provision has not been made for 
additional taxes on € 5,978,278 ( 2016 : € 7,037,959 ) undistributed earnings of foreign subsidiaries as these earnings are 
considered indefinitely reinvested. The earnings could become subject to additional tax if remitted or deemed remit-
ted as dividends; however calculation of such additional tax is not practicable. These taxes would predominantly 
comprise foreign withholding tax on dividends of foreign subsidiaries, and German income tax; however, those 
dividends and capital gains would generally be 95 % tax free for German tax purposes. 

In the U. S., the tax reform was enacted by signature of the president of the Tax Cuts and Jobs Act on Decem-
ber 22, 2017. The Act reduces the U. S. corporate income tax rate from 35 % to 21 % effective from January 1, 2018. 
Deferred tax assets and liabilities expected to reverse in 2018 and beyond, have been remeasured using the corporate 
income tax rate that was enacted by the balance sheet date and will apply for future financial years. For the year 
ended December 31, 2017, the remeasurement of deferred tax assets and liabilities resulted in a deferred tax benefit 
of € 235,692 which was recognized in tax expense affecting profit and loss and included in the balance of € 238,130 in 
the reconciling item “tax rate changes” in the table “reconciliation of income taxes” above.
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5.  RELATED PARTY TRANSACTIONS

Fresenius Se is the Company’s largest shareholder and owns 30.80 % of the Company’s outstanding shares, excluding 
treasury shares held by the Company, at December 31, 2017. The Company has entered into certain arrangements for 
services, leases and products with Fresenius Se or its subsidiaries and with certain of the Company’s equity method 
investees as described in item a ) below. The Company’s terms related to the receivables or payables for these services, 
leases and products are generally consistent with the normal terms of the Company’s ordinary course of business 
transactions with unrelated parties. Financing arrangements as described in item b ) below have agreed upon terms 
which are determined at the time such financing transactions occur and reflect market rates at the time of the 
transaction. The relationship between the Company and its key management personnel who are considered to be 
related parties is described in item c ) below. Our related party transactions are settled through Fresenius Se’s cash 
management system where appropriate.

a ) Service agreements, lease agreements and products

The Company is party to service agreements with Fresenius Se and certain of its affiliates ( collectively the Fresenius Se 
companies ) to receive services, including, but not limited to : administrative services, management information 
 services, employee benefit administration, insurance, information technology services, tax services and treasury 
management services. The Company also provides central purchasing services to the Fresenius Se companies. These 
related party agreements generally have a duration of 1 to 5 years and are renegotiated on an as needed basis when 
the agreement comes due. The Company provides administrative services to one of its equity method investees. 
In 2015, the Company also performed marketing and distribution services for certain of its equity method investees. 

The Company is a party to real estate operating lease agreements with the Fresenius Se companies, which 
mainly include leases for the Company’s corporate headquarters in Bad Homburg, Germany and production sites in 
Schweinfurt and St. Wendel, Germany. The majority of the leases expire at the end of 2026. As of December 31, 2017 
and 2016, future minimum rental payments under non-cancelable operating leases with Fresenius Se were € 53,374 
and € 17,097 as well as € 118,962 and € 121,844 with other Fresenius Se affiliates, respectively. These minimum rental 
payments are included within the amounts disclosed in note 21. 

In addition to the above mentioned service and lease agreements, the Company sold products to the Fresenius Se 
companies and made purchases from the Fresenius Se companies and equity method investees. In addition, Fresenius 
Medical Care Holdings, Inc. ( FMcH ) purchases heparin supplied by Fresenius Kabi USA, Inc. ( Kabi USA ), through an 
independent group purchasing organization ( GPo ). Kabi USA is an indirect, wholly-owned subsidiary of Fresenius Se. 
The Company has no direct supply agreement with Kabi USA and does not submit purchase orders directly to Kabi 
USA. FMcH acquires heparin from Kabi USA, through the GPo contract, which was negotiated by the GPo at arm’s 
length on behalf of all members of the GPo.

The Company entered into an agreement with a Fresenius Se company for the manufacturing of plasma col-
lection devices. The Company agreed to produce 3,500 units which can be further increased to a maximum of 4,550 
units, over the length of the five year contract. On January 1, 2015, this manufacturing business was sold to Kabi USA 
for $ 9,327 ( € 8,567 at December 31, 2015 ) for which a fairness opinion was obtained from a reputable global account-
ing firm. The disposal was accounted for as a transaction between parties under common control at the carrying 
amounts without the generation of profits. 

In December 2010, the Company formed the renal pharmaceutical company Vifor Fresenius Medical Care Renal 
Pharma Ltd., ( VFMcRP ), an equity method investee of which the Company owns 45 %, with Galenica Ltd. ( now known 
as Vifor Pharma Ltd ). The Company has entered into exclusive supply agreements to purchase certain pharmaceuti-
cals from VFMcRP. 

Below is a summary, including the Company’s receivables from and payables to the indicated parties resulting 
from the above described transactions with related parties.
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5.18 SERVICE AGREEMENTS, LEASE AGREEMENTS AND PRODUCTS
in € THOUS

2017 2016 2015 December 31, 2017 December 31, 2016
 

Sales of 
goods 

and 
 services

Purchases 
of goods 

and 
 services

Sales of 
goods  

and 
 services

Purchases 
of goods 

and 
 services

Sales of 
goods  

and 
 services

Purchases 
of goods 

and 
 services

Accounts 
receivable

Accounts 
payable

Accounts 
receivable

Accounts 
payable

Service agreements 1

Fresenius SE 381 21,704 389 20,220 229 18,262 40 2,948 132 51

Fresenius SE affiliates 11,111 81,491 4,866 74,083 11,796 68,304 9,445 4,696 822 2,856

Equity method 
 investees 17,797 – 17,578 – 21,063 – 1,738 – 2,506 –

 TOTAL 29,289 103,195 22,833 94,303 33,088 86,566 11,223 7,644 3,460 2,907

Lease agreements

Fresenius SE – 8,456 – 9,475 – 8,671 – – – –

Fresenius SE affiliates – 13,676 – 13,717 – 13,319 – – – –

 TOTAL – 22,132 – 23,192 – 21,990 – – – –

Products

Fresenius SE 1 – 2 – 4 – – – – –

Fresenius SE affiliates 30,529 40,467 26,049 43,390 25,184 33,498 9,148 3,976 7,948 4,787

Equity method 
 investees – 399,180 – 371,241 – 248,166 – 36,550 – 55,329

 TOTAL 30,530 439,647 26,051 414,631 25,188 281,664 9,148 40,526 7,948 60,116

1 In addition to the above shown accounts payable, accrued expenses for service agreements with related parties amounted to € 6,397 and € 3,359  
at December 31, 2017 and 2016.

b ) Financing

The Company receives short-term financing from and provides short-term financing to Fresenius Se. The Company 
also utilizes Fresenius Se’s cash management system for the settlement of certain intercompany receivables and 
payables with its subsidiaries and other related parties. As of December 31, 2017 and December 31, 2016, the Compa-
ny had accounts receivable from Fresenius Se related to short-term financing in the amount of € 91,026 and € 197,883, 
respectively. As of December 31, 2017 and December 31, 2016, the Company had accounts payable to Fresenius Se 
related to short-term financing in the amount of € 76,159 and € 186,350, respectively. The interest rates for these cash 
management arrangements are set on a daily basis and are based on the then-prevailing overnight reference rate, 
with a floor of zero, for the respective currencies.

On August 19, 2009, the Company borrowed € 1,500 from the General Partner on an unsecured basis at 1.335 %. 
The loan repayment has been extended periodically and is currently due August 22, 2018 with an interest rate of 
1.100 %. On November 28, 2013, the Company borrowed an additional € 1,500 with an interest rate of 1.875 % from the 
General Partner. The loan repayment has been extended periodically and is currently due on November 23, 2018 with 
an interest rate of 1.100 %.

On June 12, 2014, the Company provided a one-year unsecured term loan to one of its equity method investees 
in the amount of $ 22,500 at an interest rate of 2.5366 %. This loan was repaid in full on June 12, 2015. 

The Company provided unsecured term loans to one of its equity method investees during 2015 and 2016 in 
the amount of cHF 78,416 ( € 71,928 based upon the average exchange rate for the twelve months ended December 31, 
2016 ). These loans were repaid in full during the first half of 2016. The loans were entered into in order to fund the 
2015 sale of European marketing rights for certain renal pharmaceuticals to the same equity method investee as well 
as to finance the investee’s payments for license and distribution agreements. These marketing rights were sold to 
this equity method investee in 2015 which resulted in a gain of approximately € 10,058, after tax.

On December 31, 2017 and December 31, 2016, a subsidiary of Fresenius Se held unsecured bonds issued by the 
Company in the amount of € 6,000 and € 8,300, respectively. The bonds were issued in 2011 and 2012, mature in 2021 
and 2019, respectively, and each has a coupon rate of 5.25 % with interest payable semiannually. For further informa-
tion on these bonds see note 14.
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On December 31, 2017 the Company borrowed from Fresenius Se in the amount of € 6,000 at an interest rate of 
0.825 %. For further information on this loan agreement see note 13. On December 31, 2016 the Company provided a 
cash advance to Fresenius Se in the amount of € 36,245 on an unsecured basis at an interest rate of 0.771 %. 

c ) Key management personnel

Due to the Company’s legal form of a German partnership limited by shares, the General Partner holds a key man-
agement position within the Company. In addition, as key management personnel, members of the Management 
Board and the Supervisory Board, as well as their close relatives, are considered related parties.

The Company’s Articles of Association provide that the General Partner shall be reimbursed for any and all 
expenses in connection with management of the Company’s business, including remuneration of the members of 
the General Partner’s supervisory board and the members of the Management Board. The aggregate amount reim-
bursed to the General Partner was € 25,995, € 18,153 and € 15,199, respectively, for its management services during 2017, 
2016 and 2015 and included an annual fee of € 120 as compensation for assuming liability as general partner. The 
annual fee is set at 4 % of the amount of the General Partner’s share capital ( € 3,000 as of December 31, 2017 ). As of 
December 31, 2017 and December 31, 2016, the Company had accounts receivable from the General Partner in the 
amount of € 246 and € 174, respectively. As of December 31, 2017 and December 31, 2016, the Company had accounts 
payable to the General Partner in the amount of € 23,020 and € 14,696, respectively.

Dr. Gerd Krick is the Chairman of the Company’s Supervisory Board, the supervisory board of Fresenius Se and 
of the general partner of Fresenius Se. He is also a member of the supervisory board of the Company’s General 
Partner. 

Dr. Dieter Schenk is the Vice Chairman of the Company’s Supervisory Board, the supervisory board of the 
general partner of Fresenius Se as well as the supervisory board of the Company’s General Partner. He is also Chair-
man of the Advisory Board of a charitable foundation that is the sole shareholder of the general partner of Fresenius 
Se. He was also a partner in a law firm which provided services to the Company and certain of its subsidiaries until 
December 31, 2017. The Company incurred expenses in the amount of € 2,337, € 1,258, and € 863 for these services 
during 2017, 2016 and 2015, respectively. Four of the six members of the Company’s Supervisory Board, including the 
Chairman and Vice Chairman, are also members of the supervisory board of the Company’s General Partner.

The Chairman of the supervisory board of the Company’s General Partner, Stephan Sturm, is also the Chairman 
of the management board of the general partner of Fresenius Se. Rachel Empey is a member of the supervisory board 
of the Company’s General Partner as well as a member of the management board of the general partner of Fresenius 
Se. Additionally, the Chairman and Chief Executive Officer of the Management Board of the Company’s General 
Partner, Rice Powell, is a member of the Management Board of the general partner of Fresenius Se.

For information regarding compensation of the Management Board and the Supervisory Board of the Com-
pany see note 28.

6. CASH AND CASH EQUIVALENTS

As of December, 31 2017 and 2016, cash and cash equivalents are as follows :

5.19 CASH AND CASH EQUIVALENTS
in € THOUS

 

2017 2016

Cash 620,145 533,403

Securities and time deposits 357,964 175,479

 CASH AND CASH EQUIVALENTS 978,109 708,882

The Cash and cash equivalents disclosed in the table above, and respectively in the Consolidated Statement of Cash 
Flows, include at December, 31 2017 an amount of € 53,694 ( 2016 : € 0 ) from collateral requirements towards an insurance 
company in North America that are not available for use.
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7. TRADE ACCOUNTS RECEIVABLE

As of December 31, 2017 and 2016, trade accounts receivable are as follows :

5.20 TRADE ACCOUNTS RECEIVABLE, LESS ALLOwANCE FOR DOUBTFUL ACCOUNTS
 in € THOUS

 

2017 2016

Trade accounts receivable 3,805,881 3,973,540

less allowance for doubtful accounts 474,891 482,461

 TRADE ACCOUNTS RECEIVABLE, NET 3,330,990 3,491,079

All trade accounts receivable are due within one year. Trade accounts receivables with a term of more than one year 
in the amount of € 11,977 ( 2016 :€ 15,051 ) are included in the balance sheet item “Other non-current assets”.

The following table shows the development of the allowance for doubtful accounts in the fiscal years 2017, 
2016 and 2015 :

5.21 DEVELOPMENT OF ALLOwANCE FOR DOUBTFUL ACCOUNTS
in € THOUS

 

2017 2016 2015

 ALLOwANCE FOR DOUBTFUL ACCOUNTS AS OF JANUARY 1 482,461 427,841 344,706

Change in valuation allowances as recorded in the  
consolidated statements of income 549,631 430,974 396,831

Write-offs and recoveries of amounts previously written-off (501,229) (391,827) (343,477)

Foreign currency translation (55,972) 15,473 29,781

 ALLOwANCE FOR DOUBTFUL ACCOUNTS AS OF DECEMBER 31 474,891 482,461 427,841

The following tables show the ageing analysis of trade accounts receivable and the allowance for doubtful accounts 
as of December 31, 2017 and as of December 31, 2016 :

5.22 AGEING ANALYSIS OF TRADE ACCOUNTS RECEIVABLE 2017
in € THOUS

 

not overdue

up to 3 
months 
 overdue

3 to 6 
months 
 overdue

6 to 12 
months 
 overdue

more than 
12 months 

 overdue Total

Trade accounts receivable 2,105,673 803,393 308,936 236,037 351,842 3,805,881

less allowance for doubtful accounts (61,219) (123,226) (67,484) (58,441) (164,521) (474,891)

 TRADE ACCOUNTS RECEIVABLE, NET 2,044,454 680,167 241,452 177,596 187,321 3,330,990

5.23 AGEING ANALYSIS OF TRADE ACCOUNTS RECEIVABLE 2016
in € THOUS

 

not overdue

up to 3 
months 
 overdue

3 to 6 
months 
 overdue

6 to 12 
months 
 overdue

more than 
12 months 

 overdue Total

Trade accounts receivable 2,138,969 857,490 335,091 241,683 400,307 3,973,540

less allowance for doubtful accounts (109,221) (108,941) (42,039) (74,999) (147,261) (482,461)

 TRADE ACCOUNTS RECEIVABLE, NET 2,029,748 748,549 293,052 166,684 253,046 3,491,079
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8.  INVENTORIES

On December 31, 2017 and December 31, 2016, inventories consisted of the following :

5.24 INVENTORIES
 in € THOUS

 

2017 2016

Finished goods 672,851 687,615

Health care supplies 343,351 362,307

Raw materials and purchased components 193,295 214,286

Work in process 81,282 73,269

 INVENTORIES 1,290,779 1,337,477

Under the terms of certain unconditional purchase agreements, the Company is obligated to purchase approximate-
ly € 378,853 of materials, of which € 208,967 is committed at December 31, 2017 for 2018. The terms of these agreements 
run 1 to 5 years.

Allowances on Inventories amounted to € 47,329 and € 37,602 for the years ended December 31, 2017 and 2016, 
respectively.

9.  OTHER CURRENT ASSETS

At December 31, 2017 and 2016, other current assets consisted of the following :

5.25 OTHER CURRENT ASSETS
in € THOUS

 

2017 2016

Other taxes receivable 90,808 75,736

Leases receivable 58,336 54,533

Income taxes receivable 56,468 52,138

Prepaid rent 52,251 54,448

Payments on account 51,282 84,004

Receivables for supplier rebates 48,222 47,592

Prepaid insurance 20,629 16,593

Deposit / Guarantee / Security 15,465 15,096

Derivatives 11,810 39,761

Available for sale financial assets 3,484 250,745

Insurance recoveries – 208,709

Other 254,031 237,691

 OTHER CURRENT ASSETS 662,786 1,137,046

The item “Insurance recoveries” included the recognized amount in relation to the NaturaLyte ® and GranuFlo ® agree-
ment in principle, which partially offset the accrued settlement amount recorded in current provisions and other 
current liabilities see note 12. For further information on the funding and consummation of the settlement by the 
Company and its insurers see note 22.

The item “Other” in the table above primarily includes loans to customers, receivables from employees and 
notes receivables.
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10.  PROPERTY, PLANT AND EQUIPMENT

At December 31, 2017 and 2016, the acquisition or manufacturing costs and the accumulated depreciation of property, 
plant and equipment consisted of the following :

5.26 ACQUISITION OR MANUFACTURING COSTS
in € THOUS

 

Jan. 1,  
2017

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31, 
2017

Land 65,041 (4,528) 198 1,748 298 (6,217) 56,540

Buildings and improvements 2,997,533 (311,782) 8,971 40,577 276,435 (130,046) 2,881,688

Machinery and equipment 4,156,542 (314,568) 20,057 463,516 47,169 (198,689) 4,174,027

Machinery, equipment and rental 
equipment under capitalized leases 83,558 (6,825) (3,082) 8,799 (195) (1,339) 80,916

Construction in progress 442,289 (43,012) 781 390,909 (326,565) (2,176) 462,226

 PROPERTY, PLANT 
AND EQUIPMENT 7,744,963 (680,715) 26,925 905,549 (2,858) (338,467) 7,655,397

5.27 ACQUISITION OR MANUFACTURING COSTS
in € THOUS

 

Jan. 1,  
2016

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31,  
2016

Land 59,774 2,297 209 3,299 (273) (265) 65,041

Buildings and improvements 2,533,313 85,686 13,345 164,288 249,751 (48,849) 2,997,533

Machinery and equipment 3,740,917 77,062 16,253 476,675 15,013 (169,378) 4,156,542

Machinery, equipment and rental 
equipment under capitalized leases 63,543 2,791 1,183 16,076 329 (364) 83,558

Construction in progress 409,140 14,602 976 282,035 (262,764) (1,700) 442,289

 PROPERTY, PLANT 
AND EQUIPMENT 6,806,687 182,438 31,966 942,373 2,056 (220,556) 7,744,963

5.28 DEPRECIATION
in € THOUS

 

Jan. 1,  
2017

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31, 
2017

Land 1,270 (47) – – – 16 1,239

Buildings and improvements 1,624,145 (174,475) (426) 216,458 (2,350) (83,249) 1,580,103

Machinery and equipment 2,498,941 (184,907) (3,024) 395,570 2,147 (170,291) 2,538,436

Machinery, equipment and rental 
equipment under capitalized leases 40,981 (3,407) (2,995) 10,678 (481) (928) 43,848

Construction in progress – – – – – – –

 PROPERTY, PLANT 
AND EQUIPMENT 4,165,337 (362,836) (6,445) 622,706 (684) (254,452) 4,163,626

5.29 DEPRECIATION
in € THOUS

 

Jan. 1,  
2016

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31,  
2016

Land 1,221 29 – – – 20 1,270

Buildings and improvements 1,405,259 44,653 4,272 202,265 2,322 (34,626) 1,624,145

Machinery and equipment 2,223,952 46,154 (4,244) 381,024 (108) (147,837) 2,498,941

Machinery, equipment and rental 
equipment under capitalized leases 29,704 1,056 (53) 10,730 (119) (337) 40,981

Construction in progress – – – – – – –

 PROPERTY, PLANT 
AND EQUIPMENT 3,660,136 91,892 (25) 594,019 2,095 (182,780) 4,165,337
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5.30 BOOK VALUE 
in € THOUS, December 31

 

2017 2016

Land 55,301 63,771

Buildings and improvements 1,301,585 1,373,388

Machinery and equipment 1,635,591 1,657,601

Machinery, equipment and rental equipment under capitalized leases 37,068 42,577

Construction in progress 462,226 442,289

 PROPERTY, PLANT AND EQUIPMENT 3,491,771 3,579,626

Depreciation expense for property, plant and equipment amounted to € 622,706, € 594,019 and € 547,063 for the 
years ended December 31, 2017, 2016, and 2015, respectively. These expenses are allocated within costs of revenue, 
selling, general and administrative and research and development expenses depending upon the area in which 
the asset is used. 

Included in machinery and equipment at December 31, 2017 and 2016 were € 657,618 and € 635,858, respectively, 
of peritoneal dialysis cycler machines which the Company leases to customers with end-stage renal disease on a 
month-to-month basis and hemodialysis machines which the Company leases to physicians under operating leases.

11.  INTANGIBLE ASSETS AND GOODwILL

At December 31, 2017 and 2016, the carrying value and accumulated amortization of intangible assets and goodwill 
consisted of the following :

5.31 ACQUISITION OR MANUFACTURING COSTS
in € THOUS

 

Jan. 1,  
2017

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31, 
2017

Amortizable intangible assets

Non-compete agreements 342,157 (39,132) 11,046 – (1,541) (2,367) 310,163

Technology 167,814 (11,924) (1,370) – – (5,329) 149,191

Licenses and distribution agreements 182,855 (11,079) (535) 4,119 (398) (1,249) 173,713

Customer relationships 247,428 (23,852) (76,480) – – – 147,096

Construction in progress 17,904 (2,689) 16,600 56,718 (9,776) – 78,757

Internally developed intangibles 164,396 (13,244) – 13,878 6,668 (2,603) 169,095

Other 375,355 (31,215) 6,036 12,693 796 (5,573) 358,092

 TOTAL 1,497,909 (133,135) (44,703) 87,408 (4,251) (17,121) 1,386,107

Non-amortizable intangible assets

Tradename 198,692 (24,003) – – – – 174,689

Management contracts 3,318 (280) – – – – 3,038

 TOTAL 202,010 (24,283) – – – – 177,727

 INTANGIBLE ASSETS 1,699,919 (157,418) (44,703) 87,408 (4,251) (17,121) 1,563,834

 GOODwILL 12,955,574 (1,448,071) 596,418 – – – 12,103,921
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5.32 ACQUISITION OR MANUFACTURING COSTS
in € THOUS

 

Jan. 1,  
2016

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31,  
2016

Amortizable intangible assets

Non-compete agreements 317,696 10,152 17,076 – – (2,767) 342,157

Technology 97,832 3,212 66,770 – – – 167,814

Licenses and distribution agreements 177,533 5,363 531 3,075 265 (3,912) 182,855

Customer relationships 240,411 6,836 181 – – – 247,428

Construction in progress 21,432 349 1,650 10,409 (11,836) (4,100) 17,904

Internally developed intangibles 147,898 5,556 – 8,968 2,109 (135) 164,396

Other 333,977 8,937 17,697 8,509 10,775 (4,539) 375,355

 TOTAL 1,336,779 40,405 103,905 30,961 1,313 (15,453) 1,497,909

Non-amortizable intangible assets

Tradename 192,343 6,349 – – – – 198,692

Management contracts 6,444 100 – – (2,858) (368) 3,318

 TOTAL 198,787 6,449 – – (2,858) (368) 202,010

 INTANGIBLE ASSETS 1,535,566 46,854 103,905 30,961 (1,545) (15,821) 1,699,919

 GOODwILL 11,961,731 405,040 585,945 – 2,858 – 12,955,574

5.33 AMORTIZATION
in € THOUS

 

Jan. 1,  
2017

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31, 
2017

Amortizable intangible assets

Non-compete agreements 278,102 (33,657) – 21,790 (1,555) (2,299) 262,381

Technology 61,133 (7,742) – 11,172 – – 64,563

Licenses and distribution agreements 114,934 (6,502) – 12,646 (10) (1,249) 119,819

Customer relationships 59,576 (6,795) (24,977) 22,768 – – 50,572

Construction in progress – – – – – – –

Internally developed intangibles 102,024 (8,125) – 16,051 780 (1,824) 108,906

Other 281,030 (24,193) 58 28,346 (5,640) (5,066) 274,535

 TOTAL 896,799 (87,014) (24,919) 112,773 (6,425) (10,438) 880,776
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5.34 AMORTIZATION
in € THOUS

 

Jan. 1,  
2016

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Additions
Reclassi-
fications Disposals

Dec. 31,  
2016

Amortizable intangible assets

Non-compete agreements 251,216 8,757 – 20,904 (11) (2,764) 278,102

Technology 53,110 2,043 – 5,980 – – 61,133

Licenses and distribution agreements 103,028 3,237 – 12,315 265 (3,911) 114,934

Customer relationships 32,452 2,168 – 24,426 530 – 59,576

Construction in progress – – – – – – –

Internally developed intangibles 83,992 2,488 – 15,565 (4) (17) 102,024

Other 249,065 6,719 (52) 28,327 492 (3,521) 281,030

 TOTAL 772,863 25,412 (52) 107,517 1,272 (10,213) 896,799

5.35 BOOK VALUE
in € THOUS, December 31

 

2017 2016

Amortizable intangible assets

Non-compete agreements 47,782 64,055

Technology 84,628 106,681

Licenses and distribution agreements 53,894 67,921

Customer relationships 96,524 187,852

Construction in progress 78,757 17,904

Internally developed intangibles 60,189 62,372

Other 83,557 94,325

 TOTAL 505,331 601,110

Non-amortizable intangible assets

Tradename 174,689 198,692

Management contracts 3,038 3,318

 TOTAL 177,727 202,010

 INTANGIBLE ASSETS 683,058 803,120

 GOODwILL 12,103,921 12,955,574

The amortization of intangible assets amounted to € 112,773, € 107,517 and € 101,104 for the years ended December 31, 
2017, 2016, and 2015, respectively. These expenses are allocated within costs of revenue, selling, general and admin-
istrative and research and development expenses depending upon the area in which the asset is used.

Goodwill and intangible assets with indefinite useful lives

The reduction in the carrying amount of goodwill is mainly a result of the impact of foreign currency translations, 
partially offset by acquisitions. The Company’s acquisitions consisted primarily of the purchase of clinics in the normal 
course of operations in 2017 and 2016 as well as the acquisition of an operator of day hospitals in Australia in 2017 
and the purchase of a medical technology company focusing on the treatment of lung and cardiac failure in 2016. 
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The carrying amount of goodwill and intangibles with indefinite useful life is allocated to the cGUS at Decem-
ber 31, 2017 and 2016 as follows :

5.36 ALLOCATION OF THE CARRYING AMOUNT TO CGUS
in € THOUS

 

North America EMEA Asia-Pacific Latin America 

2017 2016 2017 2016 2017 2016 2017 2016

Goodwill 10,152,243 11,284,686 1,226,983 1,194,743 641,271 386,495 83,424 89,650

Management  
contracts with 
 indefinite useful life – – – – 3,038 3,318 – –

Trade name with 
 indefinite useful life 174,074 198,052 – – – – 615 640

The recoverability of goodwill and other separable intangible assets with indefinite useful lives recorded in the Com-
pany’s consolidated balance sheets was verified. As a result, the Company did not record any impairment losses in 
2017 and 2016.

12.  CURRENT PROVISIONS AND OTHER CURRENT LIABILITIES

Current provisions

The following table shows a reconciliation of the current provisions for 2017 :

5.37 DEVELOPMENT OF CURRENT PROVISIONS
in € THOUS

Jan. 1,  
2017

Foreign 
 currency 

translation

Changes 
in consolida-

tion group Utilized Reversed Additions
Reclassi-
fications

Dec. 31,  
2017

Self-insurance 
 programs 249,961 (30,500) – (217,970) (31,990) 254,035 – 223,536

FCPA related charge 10,616 – – – – 200,000 – 210,616

Personnel expenses 20,025 (395) 4 (10,827) (134) 13,228 6,885 28,786

Risk of lawsuit 6,868 13,093 – (14,403) (43) 2,729 – 8,244

Settlement 265,629 (32,160) – (226,795) – – – 6,674

Other current 
 provisions 22,348 (1,171) 15 (11,145) (2,989) 19,369 (1,371) 25,056

 CURRENT 
 PROVISIONS 575,447 (51,133) 19 (481,140) (35,156) 489,361 5,514 502,912

Self-insurance programs
See note 2 d.

FCPA related charge
The Company recorded a provision of € 200,000 related to FcPA investigations. The provision is based on the ongoing 
settlement negotiations that would avoid litigation between the Company and the Sec and the U. S. Department of 
Justice ( government agencies ) and represents an estimate from the range of potential outcomes estimated from 
current discussions. The FcPA related charge encompasses government agencies’ claims for profit disgorgement, as 
well as accruals for fines and penalties, certain legal expenses and other related costs for asset impairments. For 
further information on these investigations see note 22.
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Personnel expenses
Personnel expenses mainly refer to jubilee payments, the current portion of the provisions for accrued severance 
payments, contribution of partial retirement and share-based plans. As at December 31, 2017 and 2016 the provisions 
for share-based plans amounted to € 6,845 and € 2,760 respectively see note 20.

Settlement
The item “Settlement” included accruals related to our NaturaLyte ® and GranuFlo ® agreement in principle, which 
was partially offset by insurance recoveries recorded in other current assets see note 9. For further information on the 
funding and consummation of the settlement by the Company and its insurers see note 22.

Other current provisions
The item “Other current provisions” in the table above includes provisions for warranties, physician compensation 
and return of goods.

Other current liabilities

As at December 31, 2017 and 2016 other current liabilities consisted of the following :

5.38 OTHER CURRENT LIABILITIES
in € THOUS

 

2017 2016

Personnel liabilities 705,534 688,829

Noncontrolling interests subject to put provisions 469,549 529,406

Unapplied cash and receivable credits 311,925 390,375

Invoices outstanding 160,196 157,302

Rent and lease obligations 111,196 116,120

Withholding tax and VAT 100,327 88,964

Interest liabilities 84,523 107,743

Legal matters, advisory and audit fees 38,553 18,868

Subsidiary Stock Incentive Plan 30,697 7,777

Bonuses, commissions 26,800 33,907

Variable payments outstanding for acquisitions 14,712 78,322

Derivatives 11,702 25,516

Other liabilities 275,134 218,132

 OTHER CURRENT LIABILITIES 2,340,848 2,461,261

Personnel liabilities
The personnel liabilities mainly refer to liabilities for wages and salaries, bonuses and vacation payments.

Other liabilities
The item “Other liabilities” in the table above includes deferred income, liabilities for insurance premiums and the 
current portion of pension liabilities.
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13.  SHORT-TERM DEBT AND SHORT-TERM DEBT FROM RELATED PARTIES

At December 31, 2017 and December 31, 2016, short-term debt and short-term debt from related parties consisted of 
the following :

5.39 SHORT-TERM DEBT AND SHORT-TERM DEBT FROM RELATED PARTIES
in € THOUS

 

2017 2016

Commercial paper program 679,886 475,915

Borrowings under lines of credit 79,313 89,451

Other 1,080 6,644

Short-term debt 760,279 572,010

Short-term debt from related parties ( see note 5 b ) 9,000 3,000

 SHORT-TERM DEBT AND SHORT-TERM DEBT FROM RELATED PARTIES 769,279 575,010

Commercial paper program

The Company maintains a commercial paper program under which short-term notes of up to € 1,000,000 can be issued. 
At December 31, 2017 and 2016, the outstanding commercial paper amounted to € 680,000 and € 476,000, respectively.

Borrowings under lines of credit and further availabilities

Borrowings under lines of credit in the amount of € 79,313 and € 89,451 at December 31, 2017 and 2016, respectively, 
represented amounts borrowed by the Company’s subsidiaries under lines of credit with commercial banks. The 
average interest rates on these borrowings at December 31, 2017 and 2016 were 6.72 % and 6.46 %, respectively. 

Excluding amounts available under the Amended 2012 Credit Agreement see note 14, at December 31, 2017 and 
2016, the Company had € 258,066 and € 229,966 available under other commercial bank agreements. In some instanc-
es, lines of credit are secured by assets of the Company’s subsidiary that is party to the agreement or may require 
the Company’s guarantee. In certain circumstances, the subsidiary may be required to meet certain covenants. 

The Company and certain consolidated entities operate a multi-currency notional pooling cash management 
system. The Company met the conditions to offset balances within this cash pool for reporting purposes. At Decem-
ber 31, 2017 and 2016, cash and borrowings under lines of credit in the amount of € 318,654 and € 325,485 were offset 
under this cash management system.

Other 

At December 31, 2017 and 2016, the Company had € 1,080 and € 6,644 of other debt outstanding related to fixed pay-
ments outstanding for acquisitions.

Short-term debt from related parties

The Company is party to an unsecured loan agreement with Fresenius Se under which the Company or FMcH may 
request and receive one or more short-term advances up to an aggregate amount of $ 400,000 until maturity on 
July 31, 2022. For further information on short-term debt from related parties see note 5 b.
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14.  LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS

As of December 31, 2017 and 2016, long-term debt and capital lease obligations consisted of the following :

5.40 LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS
in € THOUS

 

2017 2016

Amended 2012 Credit Agreement 2,017,952 2,244,115

Bonds 3,810,483 4,670,786

Convertible Bonds 386,984 380,735

Accounts Receivable Facility 293,673 165,037

Capital lease obligations 37,704 43,775

Other 131,611 52,656

Long-term debt and capital lease obligations 6,678,407 7,557,104

Less current portion (883,535) (724,218)

 LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS,  
LESS CURRENT PORTION 5,794,872 6,832,886

As of December 31, 2017 and December 31, 2016, long-term debt and capital lease obligations have the follow-
ing maturities :

5.41 MATURITY OF LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS
in € THOUS

 

Payments due by period of

Less than  
1 year 1 – 3 years 3 – 5 years Over 5 years Total

2017

Amended 2012 Credit Agreement 128,058 656,117 1,242,907 – 2,027,082

Bonds 733,528 1,333,966 1,425,657 333,528 3,826,679

Convertible Bonds – 400,000 – – 400,000

Accounts Receivable Facility – 294,338 – – 294,338

Capital lease obligations 8,831 14,948 4,860 9,065 37,704

Other 15,220 22,111 41,378 52,933 131,642

 TOTAL 885,637 2,721,480 2,714,802 395,526 6,717,445

2016

Amended 2012 Credit Agreement 213,735 2,040,150 – – 2,253,885

Bonds 474,338 1,788,412 1,390,978 1,043,544 4,697,272

Convertible Bonds – – 400,000 – 400,000

Accounts Receivable Facility – 166,018 – – 166,018

Capital lease obligations 11,211 13,868 7,707 10,989 43,775

Other 25,790 16,706 6,543 3,644 52,683

 TOTAL 725,074 4,025,154 1,805,228 1,058,177 7,613,633

The Company’s long-term debt as of December 31, 2017, all of which ranks equally in rights of payment, are described 
as follows :
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Amended 2012 credit agreement

The Company originally entered into a syndicated credit facility of $ 3,850,000 and a 5 year tenor ( the 2012 Credit 
Agreement ) on October 30, 2012. On November 26, 2014, the 2012 Credit Agreement was amended to increase the 
total credit facility to approximately $ 4,400,000 and extend the term for an additional two years until October 30, 
2019 ( Amended 2012 Credit Agreement ). On July 11, 2017, the Company further amended and extended the Amended 
2012 Credit Agreement resulting in a total credit facility of approximately $ 3,900,000 with maturities in 2020 and 2022. 
Consistent with the investment grade rating of the Company, the Amended 2012 Credit Agreement is now unsecured 
and has lower tiered pricing.
As of December 31, 2017, the Amended 2012 Credit Agreement now consists of :
 Revolving credit facilities of $ 900,000 and € 600,000 which will be due and payable on July 31, 2022.
 A term loan of $ 1,470,000, also scheduled to mature on July 31, 2022. Quarterly repayments of $ 30,000 

began on October 31, 2017 with the remaining balance outstanding due on the maturity date. 
 A term loan of € 343,000 scheduled to mature on July 31, 2022. Quarterly repayments of € 7,000 began 

on October 31, 2017 with the remaining balance outstanding due on the maturity date. 
 A non-amortizing term loan of € 400,000 which is scheduled to mature on July 30, 2020. 

Interest on the credit facilities is floating at a rate equal to eURIBoR / LIBoR ( as applicable ) plus an applicable margin. 
The applicable margin is variable and depends on the Company’s consolidated leverage ratio which is a ratio of its 
consolidated funded debt less cash and cash equivalents to consolidated eBITDA ( as these terms are defined in the 
Amended 2012 Credit Agreement ). At December 31, 2017 and 2016, the dollar-denominated tranches outstanding 
under the Amended 2012 Credit Agreement had a weighted average interest rate of 2.48 % and 2.15 %, respectively. 
At December 31, 2017 and 2016, the euro-denominated tranches had a weighted average interest rate of 0.81 % and 
1.25 %, respectively.

The Amended 2012 Credit Agreement contains affirmative and negative covenants with respect to the Compa-
ny and its subsidiaries. Under certain circumstances these covenants limit indebtedness and restrict the creation of 
liens. Under the Amended 2012 Credit Agreement the Company is required to comply with a maximum consolidated 
leverage ratio ( ratio of consolidated funded debt less cash and cash equivalents to consolidated eBITDA ). 

The following table shows the available and outstanding amounts under the Amended 2012 Credit Agreement 
at December 31, 2017 and 2016 :

5.42 AMENDED 2012 CREDIT AGREEMENT –  
MAXIMUM AMOUNT AVAILABLE AND BALANCE OUTSTANDING
in THOUS

Maximum amount available 2017 Balance outstanding 2017 1

Revolving credit USD $ 900,000 € 750,438 $ 70,000 € 58,367

Revolving credit EUR € 600,000 € 600,000 – –

USD term loan 5-year $ 1,470,000 € 1,225,715 $ 1,470,000 € 1,225,715

EUR term loan 5-year € 343,000 € 343,000 € 343,000 € 343,000

EUR term loan 3-year € 400,000 € 400,000 € 400,000 € 400,000

 TOTAL € 3,319,153 € 2,027,082

Maximum amount available 2016 Balance outstanding 2016 1

Revolving credit USD $ 1,000,000 € 948,676 $ 10,187 € 9,664

Revolving credit EUR € 400,000 € 400,000 – –

USD term loan $ 2,100,000 € 1,992,221 $ 2,100,000 € 1,992,221

EUR term loan € 252,000 € 252,000 € 252,000 € 252,000

 TOTAL € 3,592,897 € 2,253,885

1 Amounts shown are excluding debt issuance costs.

At December 31, 2017 and 2016, the Company had letters of credit outstanding in the amount of $ 1,690 and $ 3,550 
( € 1,409 and € 3,368 ), respectively, under the USD revolving credit facility, which are not included above as part of 
the balance outstanding at those dates but which reduce available borrowings under the applicable revolving 
credit facility.
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Bonds

At December 31, 2017 and 2016, the Company’s bonds consisted of the following :

5.43 BONDS
in THOUS

Face amount Maturity Coupon
Book value

2017 in €
Book value

2016 in €

Issuer/Transaction

FMC US Finance, Inc. 2007 $ 500,000 July 15, 2017 6 7 / 8 % – 473,482

FMC Finance VIII S. A. 2011 € 400,000 September 15, 2018 6.50 % 398,838 397,178

FMC US Finance II, Inc. 2011 $ 400,000 September 15, 2018 6.50 % 332,588 376,886

FMC US Finance II, Inc. 2012 $ 800,000 July 31, 2019 5.625 % 665,637 756,627

FMC Finance VIII S. A. 2012 € 250,000 July 31, 2019 5.25 % 249,383 248,993

FMC US Finance II, Inc. 2014 $ 500,000 October 15, 2020 4.125 % 414,952 471,300

FMC US Finance, Inc. 2011 $ 650,000 February 15, 2021 5.75 % 538,021 610,670

FMC Finance VII S. A. 2011 € 300,000 February 15, 2021 5.25 % 298,571 298,108

FMC US Finance II, Inc. 2012 $ 700,000 January 31, 2022 5.875 % 581,261 661,070

FMC US Finance II, Inc. 2014 $ 400,000 October 15, 2024 4.75 % 331,232 376,472

 TOTAL 3,810,483 4,670,786

All bonds are guaranteed by the Company and by FMcH. The issuers may redeem the bonds at any time at 100 % of 
principal plus accrued interest and a premium calculated pursuant to the terms of the indenture. The holders have 
the right to request that the issuers repurchase the bonds at 101 % of principal plus accrued interest upon the occur-
rence of a change of control of the Company followed by a decline in the ratings of the respective bonds. 

The Company has agreed to a number of covenants to provide protection to the holders which, under certain 
circumstances, limit the ability of the Company and its subsidiaries to, among other things, incur debt, incur liens, 
engage in sale-leaseback transactions and merge or consolidate with other companies or sell assets. Some of these 
restrictions were suspended automatically as the rating of the respective bonds reached investment grade status. At 
December 31, 2017, the Company was in compliance with all of its covenants under the bonds.

Convertible bonds

On September 19, 2014, the Company issued € 400,000 principal amount of equity-neutral convertible bonds ( the 
Convertible Bonds ) which have a coupon of 1.125 % and are due on January 31, 2020. The bonds were issued at par. 
The current conversion price is € 73.4408. Since November 2017, bond holders can exercise the conversion rights 
embedded in the bonds at certain dates. In order to fully offset the economic exposure from the conversion feature, 
the Company purchased call options on its shares ( Share Options ). Any increase of the Company’s share price above 
the conversion price would be offset by a corresponding value increase of the Share Options. The Company amor-
tizes the remaining cost of these options and various other offering costs over the life of these bonds in the amount 
of € 13,016, effectively increasing the total interest rate to 2.611 %. The Convertible Bonds are guaranteed by FMcH.

Accounts Receivable Facility

The Company refinanced the Accounts Receivable Facility on December 6, 2016 for a term expiring on December 6, 
2019 with the available borrowings of $ 800,000. 
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The following table shows the available and outstanding amounts under the Accounts Receivable Facility at 
December 31, 2017 and December 31, 2016.

5.44 ACCOUNTS RECEIVABLE FACILITY – MAXIMUM AMOUNT AVAILABLE AND BALANCE OUTSTANDING
in THOUS

Maximum amount available 2017 1 Balance outstanding 2017 2

Accounts Receivable Facility $ 800,000 € 667,056 $ 353,000 € 294,338

Maximum amount available 2016 1 Balance outstanding 2016 2

Accounts Receivable Facility $ 800,000 € 758,941 $ 175,000 € 166,018

1 Subject to availability of sufficient accounts receivable meeting funding criteria.
2 Amounts shown are excluding debt issuance costs.

The Company also had letters of credit outstanding under the Accounts Receivable Facility in the amount of $ 71,244 
at December 31, 2017 and $ 15,647 at December 31, 2016 ( € 59,404 and € 14,844 ). These letters of credit are not included 
above as part of the balance outstanding at December 31, 2017 and 2016; however, they reduce available borrowings 
under the Accounts Receivable Facility.

Under the Accounts Receivable Facility, certain receivables are sold to NMc Funding Corporation ( NMc Funding ), 
a wholly-owned subsidiary. NMc Funding then assigns percentage ownership interests in the accounts receivable to 
certain bank investors. Under the terms of the Accounts Receivable Facility, NMc Funding retains the right, at any 
time, to recall all the then outstanding transferred interests in the accounts receivable. Consequently, the receivables 
remain on the Company’s consolidated balance sheet and the proceeds from the transfer of percentage ownership 
interests are recorded as long-term debt.

NMc Funding pays interest to the bank investors calculated based on the commercial paper rates for the par-
ticular tranches selected. At December 31, 2017 and 2016, the interest rate was 1.40 % and 1.00 %, respectively. Refi-
nancing fees, which include legal costs and bank fees, are amortized over the term of the facility.

Other

At December 31, 2017 and 2016, in conjunction with certain acquisitions and investments, the Company had fixed 
payments outstanding for acquisitions totaling approximately € 14,199 and € 24,566, respectively, of which € 4,453 and 
€ 15,248, respectively, were classified as the current portion of long-term debt.

15.  NON-CURRENT PROVISIONS AND OTHER NON-CURRENT LIABILITIES

Of the total amount of non-current provisions and other non-current liabilities amounting to € 975,645 at December 31, 
2017 ( 2016 : € 1,027,983 ), € 626,658 ( 2016 : € 393,940 ) are due in between more than one and three years, € 195,490 ( 2016 : 
€ 335,026 ) are due in between three to five years and € 153,497 ( 2016 : € 299,017 ) are due after five years.

The item “Other non-current liabilities” in the amount of € 821,838 at December 31, 2017 ( 2016 : € 917,384 ) includes, 
among others, noncontrolling interests subject to put provisions of € 361,224 ( 2016 : € 478,327 ), variable payments 
outstanding for acquisitions of € 191,080 ( 2016 : € 145,182 ) and derivatives of € 103,461 ( 2016 : € 96,272 ).

The following table shows the development of non-current provisions in the fiscal year :

5.45 DEVELOPMENT OF NON-CURRENT PROVISIONS
in € THOUS

Jan. 1, 
2017

Foreign 
 currency 

translation

Changes in 
consolidation 

group Utilized Reversed Additions
Reclassi-
fications

Dec. 31, 
2017

Personnel expenses 59,899 6,243 2,516 (2,420) (334) 40,084 (5,514) 100,474

Medical malpractice 40,399 (5,311) – – – 7,237 – 42,325

Other non-current 
 provisions 10,301 (648) 1 (358) (52) 1,764 – 11,008

 TOTAL 110,599 284 2,517 (2,778) (386) 49,085 (5,514) 153,807
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Personnel expenses mainly refer to provisions for severance payments, contribution of partial retirement and provi-
sions for share-based plans. As at December 31, 2017, the provisions for share-based plans amounted to € 87,967 ( 2016 : 
€ 47,944 ) see note 20.

The item “Other non-current provisions” in the table above includes provisions for asset retirement obligations.
The increase during the period in the discounted amount arising from the passage over time and the effect of 

any change in the discount rate is not material.

16.  EMPLOYEE BENEFIT PLANS

General

FMc AG & co. KGAA recognizes pension costs and related pension liabilities for current and future benefits to qualified 
current and former employees of the Company. The Company’s pension plans are structured in accordance with the 
differing legal, economic and fiscal circumstances in each country. The Company currently has two types of plans, 
defined benefit and defined contribution plans. In general, plan benefits in defined benefit plans are based on all or 
a portion of the employees’ years of services and final salary. Plan benefits in defined contribution plans are deter-
mined by the amount of contribution by the employee and the employer, both of which may be limited by legislation, 
and the returns earned on the investment of those contributions. 

Upon retirement under defined benefit plans, the Company is required to pay defined benefits to former 
employees when the defined benefits become due. Defined benefit plans may be funded or unfunded. The Compa-
ny has five major defined benefit plans, one funded plan in the U. S. and one in France as well as one unfunded plan 
in Germany and two in France.

Starting 2016, the defined benefit plans in France were transferred from “Benefit plans offered by other sub-
sidiaries” to the detailed reconciliations of the funded status and the plan assets, retrospectively for 2015.

Actuarial assumptions generally determine benefit obligations under defined benefit plans. The actuarial cal-
culations require the use of estimates. The main factors used in the actuarial calculations affecting the level of the 
benefit obligations are : assumptions on life expectancy, the discount rate and future salary and benefit levels. Under 
the Company’s funded plans, assets are set aside to meet future payment obligations. An estimated return on the 
plan assets is recognized as income in the respective period. Actuarial gains and losses are generated when there 
are variations in the actuarial assumptions and by differences between the actual and the estimated projected ben-
efit obligations and the return on plan assets for that year. The Company’s pension liability is impacted by these 
actuarial gains or losses.

Under defined contribution plans, the Company pays defined contributions to an independent third party as 
directed by the employee during the employee’s service life, which satisfies all obligations of the Company to the 
employee. The employee retains all rights to the contributions made by the employee and to the vested portion of 
the Company paid contributions upon leaving the Company. The Company has a defined contribution plan in the U. S.

Defined benefit pension plans

During the first quarter of 2002 FMcH, the Company’s U. S. subsidiary, curtailed its defined benefit and supplemental 
executive retirement plans. Under the curtailment amendment for substantially all employees eligible to participate 
in the plan, benefits have been frozen as of the curtailment date and no additional defined benefits for future services 
will be earned. The Company has retained all employee benefit obligations as of the curtailment date. Each year 
FMcH contributes at least the minimum amount required by the Employee Retirement Income Security Act of 1974, 
as amended. In 2017, FMcH did not have a minimum funding requirement. The Company voluntarily provided € 1,107 
to the defined benefit plan. Expected funding for 2018 is € 1,026.

The benefit obligation for all defined benefit plans at December 31, 2017, was € 792,739 ( 2016 : € 811,935 ) which 
consists of the gross benefit obligation of € 394,677 ( 2016 : € 415,743 ) for the U. S. plan and of € 3,995 ( 2016 : € 4,015 ) for 
the French plan, which are funded by plan assets, and the benefit obligation of € 385,835 ( 2016 : € 384,003 ) for the 
German unfunded plan and the benefit obligation of € 8,232 ( 2016 : € 8,174 ) for the two French unfunded plans.

Related to defined benefit plans the Company is exposed to certain risks. Besides general actuarial risks, e. g. 
the longevity risk and the interest rate risk, the Company is exposed to market risk as well as to investment risk. 
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The following table shows the changes in benefit obligations, the changes in plan assets and the funded 
status of the pension plans. Benefits paid as shown in the changes in benefit obligations represent payments made 
from both the funded and unfunded plans while the benefits paid as shown in the changes in plan assets include 
only benefit payments from the Company’s funded benefit plan.

5.46 FUNDED STATUS
in € THOUS

 

2017 2016

Change in benefit obligation

Benefit obligation at beginning of year 811,935 755,604

Foreign currency translation ( gains ) losses (52,135) 12,620

Current service cost 28,463 22,888

Past service cost ( incl. Curtailments and settlements ) 144 (49)

Interest cost 24,328 26,497

Transfer of plan participants 4 28

Actuarial ( gains ) losses arising from changes in financial assumptions (1,038) 45,070

Actuarial ( gains ) losses arising from changes in demographic assumptions (2,490) (10,448)

Actuarial ( gains ) losses arising from experience adjustments 7,006 (1,416)

 Remeasurements 3,478 33,206

Benefits paid (23,478) (30,724)

Curtailments and settlements – (8,135)

 BENEFIT OBLIGATION AT END OF YEAR 792,739 811,935

Change in plan assets

Fair value of plan assets at beginning of year 326,663 239,056

Foreign currency translation gains ( losses ) (39,792) 11,649

Interest income from plan assets 13,241 10,164

Actuarial gains ( losses ) arising from experience adjustments 10,318 1,783

 Actual return on plan assets 23,559 11,947

Employer contributions 1,107 99,887

Benefits paid (20,281) (27,741)

Curtailments and settlements – (8,135)

 FAIR VALUE OF PLAN ASSETS AT END OF YEAR 291,256 326,663

 FUNDED STATUS AT END OF YEAR 501,483 485,272

For the years 2017 and 2016, there were no effects from the asset ceiling.
At December 31, 2017, the weighted average duration of the defined benefit obligation was 18 years ( 2016 : 19 years ).
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The net pension liability as of December 31, 2017 and 2016 is calculated as follows :

5.47 NET PENSION LIABILITY 
in € THOUS

 

2017 2016

Funded status at end of year 501,483 485,272

Benefit plans offered by other subsidiaries 36,304 33,725

 NET PENSION LIABILITY 537,787 518,997

Benefit plans offered by the U. S., Germany and France contain a pension liability of € 501,483 and € 485,272 at Decem-
ber 31, 2017 and 2016, respectively. The pension liability consists of a current portion of € 4,695 ( 2016 : € 4,483 ) which is 
recorded in the line item “Current provisions and other current liabilities” in the consolidated balance sheets. The 
non-current portion of € 496,788 ( 2016 : € 480,789 ) is recorded in non-current liabilities as “Pension liabilities” in the 
consolidated balance sheets. 

As of December 31, 2017, € 103,519 related to the U. S. pension plan, € 385,835 related to the German plan and 
€ 12,129 related to the French plans. At December 31, 2016, € 89,177 related to the U. S. pension plan, € 384,003 related 
to the German plan and € 12,092 related to the French plans. Approximately 72 % of the beneficiaries are located in 
the U. S. and 6 % in France with the majority of the remaining 22 % located in Germany.

Benefit plans offered by other subsidiaries outside of the U. S., Germany and France contain separate benefit 
obligations. The total net pension liability for these other plans was € 36,304 and € 33,725 at December 31, 2017 and 
2016 and consists of a current pension liability of € 2,533 ( 2016 : € 1,975 ), which is recognized in the line item “Current 
provisions and other current liabilities”. The non-current pension liability of € 33,771 ( 2016 : € 31,750 ) for these plans is 
recorded in non- current liabilities as “Pension liabilities” in the consolidated balance sheets.

The discount rates for all plans are based upon yields of portfolios of highly rated debt instruments with 
maturities that mirror each plan’s benefit obligation. The Company’s discount rates at December 31, 2017 and 2016 
are the weighted average of these plans based upon their benefit obligations. 

The following weighted-average assumptions were utilized in determining benefit obligations at December 31, 
2017 and 2016 :

5.48 wEIGHTED AVERAGE ASSUMPTIONS 
in %

 

2017 2016

Discount rate 3.08 3.25

Rate of compensation increase 3.22 3.23

Rate of pension increase 1.45 1.45

Sensitivity analysis

Increases and decreases in principal actuarial assumptions by 0.5 percentage points would affect the pension liabil-
ity at December 31, 2017 as follows :

5.49 SENSITIVITY ANALYSIS
in € THOUS

 

0.5 % increase 0.5 % decrease

Discount rate (67,330) 77,338

Rate of compensation increase 11,063 (10,880)

Rate of pension increase 29,078 (26,339)
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The sensitivity analysis was calculated based on the average duration of the pension obligations determined at 
December 31, 2017. The calculations were performed isolated for each significant actuarial parameter, in order to 
show the effect on the fair value of the pension liability separately. 

The sensitivity analysis for compensation increases and for pension increases excludes the U. S. pension plan 
because it is frozen and therefore is not affected by changes from these two actuarial assumptions.

The defined benefit pension plans’ net periodic benefit costs are comprised of the following components for 
the years ended December 31, 2017, 2016 and 2015 :

5.50 COMPONENTS OF NET PERIODIC BENEFIT COST
in € THOUS

 

2017 2016 2015

Service cost 28,607 23,777 22,782

Net interest cost 11,087 16,333 15,418

 NET PERIODIC BENEFIT COSTS 39,694 40,110 38,200

Net periodic benefit cost is allocated as personnel expense within costs of revenues; selling, general and adminis-
trative expense; or research and development expense. This is depending upon the area in which the beneficiary is 
employed.

The following weighted-average assumptions were used in determining net periodic benefit cost for the years 
ended December 31, 2017, 2016 and 2015 :

5.51 wEIGHTED AVERAGE ASSUMPTIONS 
in %

 

2017 2016 2015

Discount rate 3.25 3.67 3.21

Rate of compensation increase 3.23 3.27 3.26

Rate of pension increase 1.45 1.69 1.75

Expected benefit payments are as follows :

5.52 DEFINED BENEFIT PENSION PLANS: CASH OUTFLOwS
in € THOUS

 

2017 2016

1 year 21,301 21,957

1 – 3 years 47,560 48,294

3 – 5 years 55,223 56,211

5 – 10 years 168,459 173,581

 TOTAL 292,543 300,043



N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

181

Plan Assets

The following table presents the fair values of the Company’s pension plan assets at December 31, 2017 and 2016:

5.53 FAIR VALUES OF PLAN ASSETS
in € THOUS

 

2017 2016
 

Quoted prices 
in active 

 markets for 
 identical assets

Significant 
observable 

inputs

Quoted prices 
in active 

 markets for 
identical assets

Significant 
observable 

inputs

Asset category Total (Level 1) (Level 2) Total (Level 1) (Level 2)

Equity investments

Index funds 1 71,805 (332) 72,137 81,063 (1,994) 83,057

Fixed income investments

Government securities 2 5,318 4,903 415 2,373 1,804 569

Corporate bonds 3 199,232 – 199,232 209,011 – 209,011

Other bonds 4 3,865 – 3,865 5,339 – 5,339

U.S. treasury money market funds 5 10,938 10,938 – 28,780 28,780 –

Other types of investments

Cash, money market and mutual funds 6 98 98 – 97 97 –

 TOTAL 291,256 15,607 275,649 326,663 28,687 297,976

1 This category comprises low-cost equity index funds not actively managed that track the S & P 500, S & P 400, Russell 2000, MSCI Emerging Markets Index 
and the Morgan Stanley International EAFE Index.

2 This category comprises fixed income investments by the U. S. government and government sponsored entities.
3 This category primarily represents investment grade bonds of U. S. issuers from diverse industries.
4 This category comprises private placement bonds as well as collateralized mortgage obligations.
5 This category represents funds that invest in U. S. treasury obligations directly or in U. S. treasury backed obligations.
6 This category represents cash, money market funds as well as mutual funds comprised of high grade corporate bonds.

The methods and inputs used to measure the fair value of plan assets are as follows :
 Common stocks are valued at their market prices at the balance sheet date.
 Index funds are valued based on market quotes.
 Government bonds are valued based on both market prices and market quotes.
 Corporate bonds and other bonds are valued based on market quotes at the balance sheet date.
 Cash is stated at nominal value which equals the fair value.
 U. S. Treasury money market funds as well as other money market and mutual funds are valued  

at their market price.

Plan investment policy and strategy in the U. S.

The Company periodically reviews the assumption for long-term expected return on pension plan assets. As part of 
the assumptions review, a range of reasonable expected investment returns for the pension plan as a whole was 
determined based on an analysis of expected future returns for each asset class weighted by the allocation of the 
assets. The range of returns developed relies both on forecasts, which include the actuarial firm’s expected long-term 
rates of return for each significant asset class or economic indicator, and on broad-market historical benchmarks for 
expected return, correlation, and volatility for each asset class. 

The Company’s overall investment strategy is to achieve a mix of approximately 98 % of investments for long-
term growth and income and 2 % in cash or cash equivalents. Investment income and cash or cash equivalents are 
used for near-term benefit payments. Investments are governed by the plan investment policy and include well 
diversified index funds or funds targeting index performance. 
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The plan investment policy, utilizing a revised target investment allocation in a range around 30 % equity and 
70 % long-term U. S. corporate bonds, considers that there will be a time horizon for invested funds of more than 5 
years. The total portfolio will be measured against a custom index that reflects the asset class benchmarks and the 
target asset allocation. The plan investment policy does not allow investments in securities of the Company or oth-
er related party securities. The performance benchmarks for the separate asset classes include : S & P 500 Index, S & P 
400 Mid-Cap Index, Russell 2000 Index, MScI eAFe Index, MScI Emerging Markets Index and Barclays Capital Long-Cor-
porate Bond Index.

Defined contribution plans

Most FMcH employees are eligible to join a 401( k ) savings plan. Employees can deposit up to 75 % of their pay up to 
a maximum of $ 18 if under 50 years old ( $ 24 if 50 or over ) under this savings plan. The Company will match 50 % of 
the employee deposit up to a maximum Company contribution of 3 % of the employee’s pay. The Company’s total 
expense under this defined contribution plan for the years ended December 31, 2017, 2016, and 2015, was € 48,746, 
€ 43,778 and € 41,701 respectively.

Additionally, the Company contributed for the years ended December 31, 2017, 2016, and 2015 € 24,329, € 20,938 
and € 19,751 to state pension plans.

17.  SHAREHOLDERS’ EQUITY 

Capital stock

At December 31, 2017, the Company’s share capital consists of 308,111,000 bearer shares without par value ( Stückaktien ) 
and a nominal value of € 1.00 each. The Company’s share capital has been fully paid in.

The General Partner has no equity interest in the Company and, therefore, does not participate in either the 
assets or the profits and losses of the Company. However, the General Partner is compensated for all outlays in 
connection with conducting the Company’s business, including the remuneration of members of its Management 
Board and its Supervisory Board see note 5 c.

Pursuant to Sections 33 and 34 of the German Securities Trading Act ( WpHG ) ( Sections 21 and 22 WpHG old 
version ), any party subject to the notification requirement shall notify the Company when certain mandatory report-
able thresholds for voting rights, also by taking account the attribution provisions, are reached, exceeded or fallen 
below. Section 38 WpHG also stipulates a notification requirement when certain thresholds are reached, exceeded 
or have fallen below through directly or indirectly held instruments and also, according to Section 39 WpHG when 
certain thresholds are reached, exceeded or have fallen below through the addition of voting rights according to 
Section 33 WpHG and instruments according to Section 38 WpHG. Notifications received by the Company subject to 
the notification requirements were published in accordance with the applicable legal provisions, including publication 
in the Investors section of the Company’s website at www.freseniusmedicalcare.com. 

In a notification dated February 8, 2011, Fresenius Se disclosed to the Company pursuant to Section 33 of the 
WpHG ( under Section 21 WpHG at the date of notification ) that it held at 35.74 % of the voting rights in FMc AG & co. KGAA. 
At December 31, 2017, Fresenius Se holds 30.63 % of the Company’s voting rights. Net of treasury shares held by 
FMc AG & co. KGAA in accordance with Section 16 ( 2 ) sentence 2 of the German Stock Corporation Act ( AktG ), Fresenius 
Se holds 30.80 % of the Company’s voting rights. In addition, Fresenius Se is the sole stockholder of the General 
Partner.

On June 21, 2017, the Ministry of Finance on behalf of the Kingdom of Norway including attributed subsidiaries, 
disclosed by means of a notification pursuant to Section 33, 34 of the WpHG ( under Sections 21 and 22 WpHG at the 
date of notification ), that 2.86 % of the voting rights of FMc AG & co. KGAA and instruments relating to 0.04 % of the 
voting rights of FMc AG & co. KGAA were held as of June 16, 2017. Furthermore, on October 24, 2017, BlackRock, Inc., 
Wilmington, De, U. S., including attributed subsidiaries disclosed pursuant to Section 33, 34 of the WpHG ( Sections 
21, 22 WpHG old version ) that 6.28 % of the voting rights of FMc AG & co. KGAA and instruments relating to 0.16 % of 
the voting rights of FMc AG & co. KGAA were held as of October 19, 2017.
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The general meeting of a partnership limited by shares may approve Authorized Capital ( genehmigtes Kapital ). 
The resolution creating Authorized Capital requires the affirmative vote of a majority of three quarters of the capital 
represented at the vote and may authorize the General Partner and its Management Board to issue new shares up 
to a stated amount for a period of up to five years. The nominal value of any proposed increase of the Authorized 
Capital may not exceed half of the issued capital stock at the time of the authorization. 

In addition, the general meeting of a partnership limited by shares may create Conditional Capital ( bedingtes 
Kapital ) for the purpose of issuing ( I ) new shares to holders of convertible bonds or other securities which grant a 
right to shares, ( II ) new shares as the consideration in a merger with another company, or ( III ) new shares offered 
to management or employees. In each case, the authorizing resolution requires the affirmative vote of a majority of 
three quarters of the capital represented at the vote. The nominal value for any proposed increase of the Condition-
al Capital may not exceed half or, in the case of Conditional Capital created for the purpose of issuing shares to 
management and employees, 10 % of the Company’s issued capital at the time of the resolution. 

All resolutions increasing the capital of a partnership limited by shares also require the consent of the Gener-
al Partner in order for the resolutions to go into effect. 

The subscribed capital comprised solely ordinary shares due to the conversion of all outstanding preference 
shares into ordinary shares ( approved at FMc AG & co. KGAA’s Annual General Meeting and Preference Shareholder 
Meeting held on May 16, 2013 ) as well as the options associated with the preference shares on a 1 :1 basis.

Authorized capital

By resolution of the Company’s Annual General Meeting ( AGM ) on May 19, 2015, the General Partner was authorized, 
with the approval of the Supervisory Board, to increase, on one or more occasions, the Company’s share capital until 
May 18, 2020 up to a total of € 35,000 through issue of new bearer ordinary shares for cash contributions, “Authorized 
Capital 2015 / I”. Additionally, the newly issued shares may be taken up by a credit and / or financial institution or a 
consortium of such credit and / or financial institutions retained by the General Partner with the obligation to offer 
them to the shareholders of the Company. The General Partner is entitled, subject to the approval of the superviso-
ry board, to exclude the pre-emption rights of the shareholders. However, such an exclusion of pre-emption rights 
will be permissible only for fractional amounts. No Authorized Capital 2015 / I has been issued at December 31, 2017. 

In addition, by resolution of the AGM of shareholders on May 19, 2015, the General Partner was authorized, 
with the approval of the Supervisory Board, to increase, on one or more occasions, the share capital of the Compa-
ny until May 18, 2020 up to a total of € 25,000 through the issue of new bearer ordinary shares for cash contributions 
or contributions in kind, “Authorized Capital 2015 / II”. The new shares can also be obtained by a credit and / or finan-
cial institution or a consortium of such credit and / or financial institutions retained by the General Partner with the 
obligation to offer the shares to the Company’s shareholders for subscription. The General Partner is entitled, subject 
to the approval of the Supervisory Board, to exclude the pre-emption rights of the shareholders. However, such 
exclusion of pre-emption rights will be permissible only if ( I ) in case of a capital increase against cash contributions, 
the nominal value of the issued shares does not exceed 10 % of the nominal share value of the Company’s share 
capital and the issue price for the new shares is at the time of the determination by the General Partner not signifi-
cantly lower than the stock price of the existing listed shares of the same class and with the same rights or, ( II ) in 
case of a capital increase against contributions in kind, the purpose of such increase is to acquire an enterprise, parts 
of an enterprise or an interest in an enterprise. No Authorized Capital 2015 / II has been issued at December 31, 2017.

Authorized Capital 2015 / I and Authorized Capital 2015 / II became effective upon registration with the commer-
cial register of the local court in Hof an der Saale on June 10, 2015. 

Conditional capital

By resolution of the Company’s AGM on May 9, 2006, as amended by the resolution of the Company’s AGM on May 15, 
2007, resolving a three-for-one share split, the Company’s share capital was conditionally increased by up to € 15,000 
corresponding to 15 M ordinary shares with no par value and a calculated proportionate value of € 1.00 each, “Con-
ditional Capital 2006 / I” see note 20. The Conditional Capital increase is only executed to the extent subscription rights 
were awarded under the Stock Option Plan 2006, the holders of the subscription rights exercise their right and the 
Company does not use Treasury Shares to fulfill the subscription rights with each stock option awarded exercisable 
for one ordinary share see note 20. The Company has the right to deliver ordinary shares that it owns or purchases in 
the market in lieu of increasing capital by issuing new shares.
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By resolution of the Company’s AGM on May 12, 2011, the Company’s share capital was conditionally increased 
with regards to the Stock Option Plan 2011 ( 2011 SoP ) by up to € 12,000 subject to the issue of up to 12 M no par value 
bearer ordinary shares with a calculated proportionate value of € 1.00 each ( Conditional Capital 2011 / I ) see note 20. The 
Conditional Capital increase is only executed to the extent subscription rights were awarded under the 2011 SoP, the 
holders of the subscription rights exercise their right and the Company does not use Treasury Shares to fulfill the 
subscription rights with each stock option awarded exercisable for one ordinary share see note 20. The Company has 
the right to deliver ordinary shares that it owns or purchases in the market in lieu of increasing capital by issuing 
new shares. 

Through the Company’s other employee participation programs, the Company has issued stock option / sub-
scription rights ( Bezugsrechte ) to employees and the members of the Management Board of the General Partner 
and employees and members of management of affiliated companies that entitle these persons to receive shares. 
At December 31, 2017, 4,827,134 options remained outstanding with a remaining average term of five years under these 
programs. For the year ending December 31, 2017, 889,209 options had been exercised under these employee partic-
ipation plans see note 20. 

Conditional capital at December 31, 2017 was € 17,803 in total. Thereof, for all programs, € 14,429 was available, 
which included € 10,916 for the 2011 SoP and € 3,513 for the 2006 Plan see note 20. 

A total of 889,209 shares ( 2016 : 907,720 shares ) were issued out of Conditional Capital 2006 / I and Conditional 
Capital 2011 / I during 2017, increasing the Company’s capital stock by € 889 ( 2016 : € 908 ).

Treasury stock

On the basis of the authorization granted by the Company’s AGM on May 12, 2011 to conduct a share buy-back pro-
gram, the Company repurchased 7,548,951 shares in 2013 for an average weighted stock price of € 51 per share. The 
Company retired 6,549,000 of these repurchased shares on February 16, 2016 in order to decrease its share capital.

By resolution of the Company’s AGM on May 12, 2016, the General Partner is authorized to purchase treasury 
shares up to a maximum amount of 10 % of the registered share capital existing at the time of this resolution until 
May 11, 2021. The shares acquired, together with other treasury shares held by the Company or attributable to the 
Company pursuant to sections 71 a et seqq. AktG, must at no time exceed 10 % of the registered share capital. The 
purchase will be made through the stock exchange, by way of a public tender offer, or a public invitation to share-
holders to submit an offer for sale. This authorization is not applicable for the purpose of trading in treasury shares. 
The General Partner is authorized to use treasury shares purchased on the basis of this authorization or any other 
earlier authorization for any legally permissible purpose, in particular ( I ) to redeem shares without requiring any 
further resolution by the General Meeting, ( II ) to sell treasury shares to third parties against contributions in kind, 
( III ) to award treasury shares, in lieu of the utilization of conditional capital of the Company, to employees of the 
Company and companies affiliated with the Company, including members of the management of affiliated companies, 
and use them to service options or obligations to purchase shares of the Company, and ( IV ) to use treasury shares 
to service bonds carrying warrant and / or conversion rights or conversion obligations issued by the Company or 
companies affiliated with the Company pursuant to section 17 AktG.

On the basis of the authorization granted by the Company’s AGM on May 12, 2016 to conduct a share buy-back 
program, the Company repurchased 660,000 shares, between December 11, 2017, and December 21, 2017, for an aver-
age weighted stock price of € 87.79.

As of December 31, 2017, the Company holds 1,659,951 treasury shares. These shares will be used solely to either 
reduce the registered share capital of the Company by cancellation of the acquired shares, or to fulfill employee 
participation programs of the Company.

The following tabular disclosure provides the number of shares acquired in the context of the share buy-back 
programs as well as the repurchased treasury stock :
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5.54 TREASURY STOCK

Period 

Average price 
paid per share 

in €

Total number of 
shares purchased 

and retired as 
part of publicly 

 announced plans 
or programs 

Total value of 
shares 1  

in € THOUS

Purchase of Treasury Stock

May 2013 52.96 1,078,255 57,107

June 2013 53.05 2,502,552 132,769

July 2013 49.42 2,972,770 146,916

August 2013 48.40 995,374 48,174

 REPURCHASED TREASURY STOCK 51.00 7,548,951 384,966

Retirement of repurchased Treasury Stock

February 2016 51.00 6,549,000 333,973

Purchase of Treasury Stock

December 2017 87.79 660,000 57,938

 TOTAL 65.63 1,659,951 108,931

1 The value of shares repurchased in 2013 and 2017 is inclusive of fees (net of taxes) paid in the amount of approximately €81 and €12, respectively,  
for services rendered.

Additional paid-in capital 

Additional paid-in capital is comprised of the premium paid on the issue of shares and stock options, the tax effects 
from stock options, the compensation expense from stock options, which is recognized according to IFRS 2 as well 
as changes in ownership interest in a subsidiary that does not result in a loss of control.

Retained earnings

Retained earnings is comprised of earnings generated by group entities in prior years to the extent that they have 
not been distributed as well as changes of the noncontrolling interests subject to put provisions.

Dividends

Under German law, the amount of dividends available for distribution to shareholders is based upon the unconsol-
idated retained earnings of the Company as reported in its balance sheet determined in accordance with the German 
Commercial Code ( Handelsgesetzbuch ). 

Cash dividends of € 293,973 for 2016 in the amount of € 0.96 per share were paid on May 16, 2017.
Cash dividends of € 244,251 for 2015 in the amount of € 0.80 per share were paid on May 13, 2016.
Cash dividends of € 236,773 for 2014 in the amount of € 0.78 per share were paid on May 20, 2015. 

Noncontrolling interests 

Noncontrolling interests represent the proportion of the net assets of consolidated subsidiaries owned by minority 
shareholders. The Company has purchase obligations under options held by the holders of noncontrolling interests 
in certain of its subsidiaries. These obligations result from contractual put options and are exercisable by the owners 
of the noncontrolling interests. In addition to noncontrolling interests the potential obligations under these put 
options are recognized at fair value in other current or non-current liabilities by profit or loss neutral reclassification 
from equity.
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18.  SUPPLEMENTARY INFORMATION ON CAPITAL MANAGEMENT

The principle objectives of the Company’s capital management strategy are to optimize the weighted average cost 
of capital and to achieve a balanced mix of total equity and debt. The dialysis industry, in which the Company has 
a strong market position in global, growing and largely non-cyclical markets, is characterized by stable cash flows. 
Due to the Company’s payors’ mostly high credit quality, it is able to generate high, stable, predictable and sustain-
able cash flows. These generated cash flows allow a reasonable proportion of debt, through the employment of an 
extensive mix of debt. 

As of December 31, 2017 and December 31, 2016, total equity and debt were as follows :

5.55 TOTAL EQUITY, DEBT AND TOTAL ASSETS 
in € THOUS

 

2017 2016

Total equity including noncontrolling interests 10,828,186 11,051,132

Debt 7,447,686 8,132,114

Total assets 24,025,128 25,503,540

Debt in % of total assets 31.0 % 31.9 %

Total equity in % of total assets (equity ratio) 45.1 % 43.3 %

The Company is not subject to any capital requirements provided for in its Articles of Association. The Company has 
obligations to issue shares out of the conditional capital relating to the exercise of stock options on the basis of the 
existing 2011 SoP stock option plan see note 20.

Assuring financial flexibility is a top priority in the Company’s financing strategy. This flexibility is achieved 
through a wide range of financing instruments and a high degree of diversification of investors. The Company’s 
maturity profile displays a broad spread of maturities with a high proportion of medium and long-term financings. 
In the choice of financing instruments market capacity, investor diversification, flexibility, credit conditions and the 
existing maturity profile are taken into account see note 14.

A key financial performance indicator for the Company is the net leverage ratio, defined as the ratio of net 
debt / eBITDA. To determine the net leverage ratio, debt less cash and cash equivalents ( net debt ) is compared to 
eBITDA ( adjusted for acquisitions and divestitures made during the year with a purchase price above a € 50,000 thresh-
old as defined in the Amended 2012 Credit Agreement, and non-cash charges ). At December 31, 2017 and December 31, 
2016, this ratio was 2.1 and 2.3, respectively.

The Company’s financing structure and business model are reflected in the investment grade ratings. The 
Company is covered by the three leading rating agencies, Moody’s, Standard & Poor’s and Fitch.

5.56 RATING 1

 

Standard & Poor´s Moody´s Fitch 

Corporate credit rating BBB – Baa3 BBB –

Outlook positive stable stable

1 A rating is not a recommendation to buy, sell or hold securities of the Company, and may be subject to suspension, change or withdrawal at any time by the 
assigning rating agency.
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19.  EARNINGS PER SHARE

The following table contains reconciliations of the numerators and denominators of the basic and fully diluted earn-
ings per share computations for 2017, 2016 and 2015 :

5.57 RECONCILIATION OF BASIC AND FULLY DILUTED EARNINGS PER SHARE
in € THOUS, except share and per share data

 

2017 2016 2015

Numerators

 NET INCOME ATTRIBUTABLE TO SHAREHOLDERS 
OF FMC AG & CO. KGAA 1,279,788 1,143,980 954,946

Denominators

Weighted average number of shares outstanding 306,563,400 305,748,381 304,440,184

Potentially dilutive shares 719,912 580,313 824,990

 BASIC EARNINGS PER SHARE 4.17 3.74 3.14

 FULLY DILUTED EARNINGS PER SHARE 4.16 3.73 3.13

20.  SHARE-BASED PLANS

The Company accounts for its share-based plans in accordance with IFRS 2 ( Share-based payments ). 

FMC AG & Co. KGAA share-based plans

At December 31, 2017, the Company has various share-based compensation plans, which may either be equity- or 
cash-settled.

FMC AG & Co. KGAA long-term incentive plan 2016
As of May 11, 2016, the issuance of stock options and phantom stocks under the FMc AG & co. KGAA Long-Term Incen-
tive Program 2011 ( LTIP 2011 ) is no longer possible. In order to continue to enable the members of the Management 
Board, the members of the management boards of affiliated companies and managerial staff members to adequate-
ly participate in the long-term, sustained success of the Company, the Management Board and the supervisory board 
of Management AG have approved and adopted the FMc AG & co. KGAA Long-Term Incentive Plan 2016 ( LTIP 2016 ) as a 
successor program effective January 1, 2016. 

The LTIP 2016 is a variable compensation program with long-term incentive effects. Pursuant to the LTIP 2016, 
the plan participants may be granted so-called “Performance Shares” annually or semiannually during 2016 to 2018. 
Performance Shares are non-equity, cash-settled virtual compensation instruments which may entitle plan participants 
to receive a cash payment depending on the achievement of pre-defined performance targets further defined below 
as well as the Company’s share price development. 

For members of the Management Board, the Supervisory Board will, in due exercise of its discretion and tak-
ing into account the individual responsibility and performance of each Management Board member, determine an 
initial value for each grant for any awards to Management Board members. For plan participants other than the 
members of the Management Board, such determination will be made by the Management Board. The initial grant 
value is determined in the currency in which the respective participant receives their base salary at the time of the 
grant. In order to determine the number of Performance Shares each plan participant receives, their respective grant 
value will be divided by the value per Performance Share at the time of the grant, which is mainly determined based 
on the average price of the Company’s shares over a period of thirty calendar days prior to the respective grant date. 

The number of granted Performance Shares may change over the performance period of three years, depend-
ing on the level of achievement of the following : ( I ) revenue growth, ( II ) growth in net income attributable to share-
holders of FMc AG & co. KGAA ( net income growth ) and ( III ) return on invested capital ( RoIc ) improvement. 

Revenue, net income and RoIc are determined according to IFRS in euro based on full year results. Revenue 
growth and net income growth, for the purpose of this plan, are determined at constant currency. 
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An annual target achievement level of 100 % will be reached for the revenue growth performance target if 
revenue growth is 7 % in each individual year of the three-year performance period; revenue growth of 0 % will lead 
to a target achievement level of 0 % and the maximum target achievement level of 200 % will be reached in the case 
of revenue growth of at least 16 %. If revenue growth ranges between these values, the degree of target achievement 
will be linearly interpolated between these values.

An annual target achievement level of 100 % for the net income growth performance target will be reached if 
net income growth is 7 % in each individual year of the three-year performance period. In the case of net income 
growth of 0 %, the target achievement level will also be 0 %; the maximum target achievement of 200 % will be reached 
in the case of net income growth of at least 14 %. Between these values, the degree of target achievement will be 
determined by means of linear interpolation.

With regard to RoIc improvement, an annual target achievement level of 100 % will be reached if the target 
RoIc as defined for the respective year is reached. In 2016, the target RoIc was 7.3 % and will increase by 0.2 % each 
subsequent year until 2020. A target achievement level of 0 % will be reached if the RoIc falls below the target RoIc 
for the respective year by 0.2 percentage points or more, whereas the maximum target achievement level of 200 % 
will be reached if the target RoIc for the respective year is exceeded by 0.2 percentage points or more. The degree 
of target achievement will be determined by means of linear interpolation if the RoIc ranges between these values. 
In case the annual RoIc target achievement level in the third year of a performance period is equal or higher than 
the RoIc target achievement level in each of the two previous years of such performance period, the RoIc target 
achievement level of the third year is deemed to be achieved for all years of the respective performance period.

The achievement level for each of the three performance targets will be weighted annually at one-third to 
determine the yearly target achievement for each year of the three-year performance period. The level of overall 
target achievement over the three-year performance period will then be determined on the basis of the mean of 
these three average yearly target achievements. The overall target achievement can be in a range of 0 to 200 %.

The number of Performance Shares granted to the plan participants at the beginning of the performance 
period will each be multiplied by the level of overall target achievement in order to determine the final number of 
Performance Shares.

The final number of Performance Shares is generally deemed earned four years after the day of a respective 
grant ( the vesting period ). The number of such vested Performance Shares is then multiplied by the average Com-
pany share price over a period of thirty days prior to the lapse of this four-year vesting period. The respective result-
ing amount will then be paid to the plan participants as cash compensation. 

During 2017, the Company awarded 614,985 Performance Shares under the LTIP 2016 including 73,746 Performance 
Shares to the members of the Management Board at a measurement date weighted average fair value of € 83.40 
each and a total fair value of € 51,290, which will be revalued if the fair value changes. The total fair value will be 
amortized over the four-year vesting period. 

During 2016, the Company awarded 642,349 Performance Shares under the LTIP 2016, including 79,888 Perfor-
mance Shares to the members of the Management Board at a measurement date weighted average fair value of 
€ 76.19 each and a total fair value of € 48,941 which will be revalued if the fair value changes. The total fair value will 
be amortized over the four-year vesting period.

FMC AG & Co. KGAA long-term incentive program 2011
On May 12, 2011, the FMc AG & co. KGAA Stock Option Plan 2011 ( 2011 SoP ) was established by resolution of the Company’s 
Annual General Meeting. The 2011 SoP, together with the Phantom Stock Plan 2011, which was established by resolution 
of the General Partner’s Management and supervisory boards, forms the Company’s LTIP 2011. Under the LTIP 2011, par-
ticipants were granted awards, which consisted of a combination of stock options and phantom stocks. The final grant 
under the LTIP 2011 was made in December 2015. Awards under the LTIP 2011 are subject to a four-year vesting period. 
Vesting of the awards granted is subject to achievement of pre-defined performance targets. The 2011 SoP was estab-
lished with a conditional capital increase up to € 12,000 subject to the issue of up to 12 M non-par value bearer ordinary 
shares with a nominal value of € 1.00, each of which can be exercised to obtain one ordinary share.

Stock options granted under the LTIP 2011 have an eight-year term and can be exercised for the first time after a 
four-year vesting period. The exercise price of stock options granted under the LTIP 2011 shall be the average stock 
exchange price on the Frankfurt Stock Exchange of the Company’s shares during the 30 calendar days immediately 
prior to each grant date. Stock options granted under the LTIP 2011 to U. S. participants are non-qualified stock options 
under the United States Internal Revenue Code of 1986, as amended. Stock options under the LTIP 2011 are not trans-
ferable by a participant or a participant’s heirs, and may not be transferred, pledged, assigned, or disposed of otherwise.
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Phantom stock awards under the LTIP 2011 entitle the holders to receive payment in euro from the Company 
upon exercise of the phantom stock. The payment per phantom share in lieu of the issuance of such stock shall be 
based upon the share price on the Frankfurt Stock Exchange of one of the Company’s shares on the exercise date. 
Phantom stock awards have a five-year term and can be exercised for the first time after a four-year vesting period. 
For participants who are U. S. tax payers, the phantom stock is deemed to be exercised in any event in the month of 
March following the end of the vesting period.

During 2015, under the LTIP 2011, the Company awarded 3,073,360 stock options, including 502,980 stock options 
granted to the Management Board, at a weighted average exercise price of € 77.06, a weighted average fair value of 
€ 15.00 each and a total fair value of € 46,088 which will be amortized over the four-year vesting period. The Compa-
ny also awarded 607,828 shares of phantom stock, including 62,516 shares of phantom stock granted to members of 
the Management Board at a measurement date weighted average fair value of € 73.81 each and a total fair value of 
€ 44,864, which will be revalued if the fair value changes, and amortized over the four-year vesting period.

New incentive bonus plan
In 2017, the Management Board was eligible for performance-related compensation that depended upon achieve-
ment of pre-defined targets. The targets are measured based on the operating income margin, net income growth 
and free cash flow ( net cash provided by operating activities after capital expenditures before acquisitions and 
investments ) in percentage of revenue, and are derived from the comparison of targeted and actually achieved 
current year figures. Targets are divided into Group level targets and those to be achieved in individual regions and 
areas of responsibility.

Performance-related bonuses for fiscal year 2017 consist proportionately of a cash component and a share-
based component which will be paid in cash. Upon meeting the annual targets, the cash component for the year 
2017 will be paid in the following year, after the consolidated financial statements for 2017 have been approved. The 
share-based component is subject to a three-year vesting period, although a shorter period may apply in special 
cases ( e. g. occupational disability, retirement and employment contracts which were not extended by the Company ). 
The amount of cash for the payment relating to the share-based component shall be based on the share price of 
Fresenius Medical Care AG & Co. KGaA ordinary shares upon exercise. For each of the members of the Management 
Board, the amount of the achievable pay component as well as of the allocation value of the cash-settled share-based 
compensation is capped.

Share-based compensation related to this plan for years ending 2017, 2016 and 2015 was € 3,418, € 3,281 and € 801, 
respectively. 

FMC AG & Co. KGAA Stock Option Plan 2006
The FMc AG & co. KGAA Stock Option Plan 2006 ( Amended 2006 Plan ) was established with a conditional capital increase 
up to € 12,800, subject to the issue of up to 5 M no par value bearer ordinary shares with a nominal value of € 1.00, 
each of which can be exercised to obtain one ordinary share. In connection with the share split effected in 2007, the 
principal amount was adjusted to the same proportion as the share capital out of the capital increase up to € 15,000 
by the issue of up to 15 M new non-par value bearer ordinary shares. After December 2010, no further grants were 
issued under the Amended 2006 Plan. As at December 31, 2017 there are no further exercisable stock options under 
the plan 2006. 

Options granted under the Amended 2006 Plan to U. S. participants are non-qualified stock options under the 
United States Internal Revenue Code of 1986, as amended. Options under the Amended 2006 Plan are not transferable 
by a participant or a participant’s heirs, and may not be transferred, pledged, assigned, or otherwise disposed of.

Information on holdings under share-based plans
At December 31, 2017, the Management Board held 819,491 stock options and employees of the Company held 4,007,643 
stock options under the various share-based compensation plans of the Company.

At December 31, 2017, the Management Board held 73,432 phantom shares and employees of the Company 
held 691,164 phantom shares under the 2011 Incentive Plan. 

At December 31, 2017, the Management Board held 150,993 Performance Shares and employees of the Compa-
ny held 1,042,923 Performance Shares under the LTIP 2016.



N
O

T
E

S
 T

O
 C

O
N

S
O

L
ID

A
T

E
D

 F
IN

A
N

C
IA

L
 S

T
A

T
E

M
E

N
T

S
F

R
E

S
E

N
IU

S
 M

E
D

IC
A

L
 C

A
R

E
 2

0
1

7

190

Additional information on stock options
The table below provides reconciliations for stock options outstanding at December 31, 2017, as compared to Decem-
ber 31, 2016.

5.58 TRANSACTIONS

 

Options  
(in THOUS)

Weighted Average 
Exercise Price

in €

Stock options for shares

 BALANCE AT DECEMBER 31, 2016 6,067 62.98

Granted – –

Exercised 1 889 47.50

Forfeited 351 52.82

 BALANCE AT DECEMBER 31, 2017 4,827 65.67

1 The average share price at the date of exercise of the options was € 83.01. 

The following table provides a summary of fully vested options outstanding and exercisable at December 31, 2017 :

5.59 SHARE OPTIONS 

Outstanding Exercisable

Number of 
 options

Weighted average 
remaining 

 contractual life  
in years

Weighted average 
exercise price

in €
Number

of options

Weighted average 
exercise price

in €

Range of exercise prices in €

45.01 – 50.00 1,630,590 4.41 49.90 278,460 49.75

50.01 – 55.00 254,360 1.59 52.42 254,360 52.42

55.01 – 60.00 226,156 3.12 57.60 174,316 57.30

60.01 – 65.00 – – – – –

65.01 – 70.00 – – – – –

70.01 – 75.00 – – – – –

75.01 – 80.00 2,716,028 5.58 77.04 – –

 TOTAL 4,827,134 4.86 65.67 707,136 52.57

At December 31, 2017, there was € 9,930 total unrecognized compensation costs related to non-vested options grant-
ed under all plans. These costs are expected to be recognized over a weighted average period of one year.

During the years ended December 31, 2017, 2016, and 2015, the Company received cash of € 42,234, € 39,438 and 
€ 68,745, respectively, from the exercise of stock options see note 17. The intrinsic value of stock options exercised for 
the twelve-month periods ending December 31, 2017, 2016, and 2015 was € 31,580, € 31,410 and € 66,594, respectively. 

The compensation expenses related to equity-settled stock option programs are determined based upon the 
fair value on the grant date and the number of stock options granted which will be recognized over the four year 
vesting period. In connection with its equity-settled stock option programs, the Company incurred compensation 
expense of € 11,736, € 23,210 and € 5,933 for the years ending December 31, 2017, 2016 and 2015, respectively. 
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The compensation expenses related to cash-settled share based payment transactions are determined based 
upon the fair value at the measurement date and the number of phantom shares or Performance Shares granted 
which will be recognized over the four-year vesting period. In connection with cash-settled share based payment 
transactions, the Company recognized compensation expense of € 21,576, € 15,509 and € 10,755 related to phantom 
shares for the years ending December 31, 2017, 2016 and 2015, respectively, and € 38,882 and € 19,513, related to Per-
formance Shares for the year ended December 31, 2017 and 2016. 

Fair value information
The Company used a binomial option-pricing model in determining the fair value of the awards under the 2011 SoP 
and the Amended 2006 Plan. Option valuation models require the input of subjective assumptions including expect-
ed stock price volatility. The Company’s assumptions are based upon its past experiences, market trends and the 
experience of other entities of the same size and in similar industries. Expected volatility is based on historical vola-
tility of the Company’s shares. To incorporate the effects of expected early exercise in the model, an early exercise 
of vested options was assumed as soon as the share price exceeds 155 % of the exercise price. The Company’s stock 
options have characteristics that vary significantly from traded options and changes in subjective assumptions can 
materially affect the fair value of the option. The assumptions used to determine the fair value of the 2015 grants 
are as follows :

5.60 wEIGHTED AVERAGE ASSUMPTIONS

 

2015

Expected dividend yield 1.46 %

Risk-free interest rate 0.44 %

Expected volatility 22.32 %

Expected life of options 8 years

Weighted average Exercise price 77.06 €

Weighted average Share price at grant date 77.25 €

Subsidiary stock incentive plans

Subsidiary stock incentive plans were established during 2014 in conjunction with two acquisitions made by the 
Company. Under these plans, two of the Company’s subsidiaries are authorized to issue a total of 116,103,806 Incen-
tive Units. The Incentive Units have two types of vesting conditions : a service condition and a performance condition. 
Of the total Incentive Units granted, eighty percent vest ratably over a four year period and twenty percent vest 
upon the achievement of certain of the relevant subsidiary’s performance targets over a six year vesting period ( the 
Performance Units ). 

Fifty percent of the Performance Units will vest upon achievement of performance targets in 2017. The remain-
ing 50 %, plus any unvested Performance Units, will vest upon achievement of performance targets in 2019. All of the 
Performance Units will vest upon achievement of performance targets in 2020, if not previously vested. Additionally, 
for one of the subsidiaries, all Performance Units not previously vested will vest upon successful completion of an 
initial public offering.

As of December 31, 2017, 2016 and 2015, € 2,041, € 13,820 and € 15,721, respectively, total unrecognized compen-
sation expenses related to unvested Incentive Units under the plans. These costs are expected to be recognized over 
a weighted average period of 1.3 years.

The Company used the Monte Carlo pricing model in determining the fair value of the awards under this 
incentive plan. Option valuation models require the input of subjective assumptions including expected stock price 
volatility. The Company’s assumptions are based upon its past experiences, market trends and the experiences of 
other entities of the same size and in similar industries.
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21. OPERATING LEASES AND RENTAL PAYMENTS

The Company leases buildings and machinery and equipment under various lease agreements expiring on dates 
through 2063. Rental expense recorded for operating leases for the years ended December 31, 2017, 2016 and 2015 
was € 823,446, € 756,393 and € 690,830, respectively. For information regarding operating leases with related parties 
see note 5 a. 

Future minimum rental payments under non-cancelable operating leases for the five years succeeding Decem-
ber 31, 2017 and 2016 and thereafter are :

5.61 FUTURE MINIMUM RENTAL PAYMENTS
in € THOUS

 

2017 2016

1 year 728,312 702,436

1 – 3 years 1,246,719 1,138,767

3 – 5 years 934,725 827,555

Over 5 years 1,595,270 1,291,060

 TOTAL 4,505,026 3,959,818

22.  COMMITMENTS AND CONTINGENCIES

Legal and regulatory matters

The Company is routinely involved in claims, lawsuits, regulatory and tax audits, investigations and other legal mat-
ters arising, for the most part, in the ordinary course of its business of providing health care services and products. 
Legal matters that the Company currently deems to be material or noteworthy are described below. For the matters 
described below in which the Company believes a loss is both reasonably possible and estimable, an estimate of the 
loss or range of loss exposure is provided. For the other matters described below, the Company believes that the 
loss probability is remote and / or the loss or range of possible losses cannot be reasonably estimated at this time. 
The outcome of litigation and other legal matters is always difficult to predict accurately and outcomes that are not 
consistent with the Company’s view of the merits can occur. The Company believes that it has valid defenses to the 
legal matters pending against it and is defending itself vigorously. Nevertheless, it is possible that the resolution of 
one or more of the legal matters currently pending or threatened could have a material adverse effect on its business, 
results of operations and financial condition. 

On February 15, 2011, a whistleblower ( relator ) action under the False Claims Act against FMcH was unsealed 
by order of the United States District Court for the District of Massachusetts and served by the relator. United States 
ex rel. Chris Drennen v. Fresenius Medical Care Holdings, Inc., 2009 Civ. 10179 ( D. Mass. ). The relator’s complaint, 
which was first filed under seal in February 2009, alleged that the Company sought and received reimbursement from 
government payors for serum ferritin and multiple forms of hepatitis B laboratory tests that were medically unnec-
essary or not properly ordered by a physician. Discovery on the relator’s complaint closed in May 2015. Although the 
United States initially declined to intervene in the case, the government subsequently changed position. On April 3, 
2017, the court allowed the government to intervene with respect only to certain hepatitis B surface antigen tests 
performed prior to 2011, when Medicare reimbursement rules for such tests changed. The court rejected the govern-
ment’s request to conduct new discovery, but is allowing FMcH to take discovery against the government as if the 
government had intervened at the outset.

Beginning in 2012, the Company received certain communications alleging conduct in countries outside the 
U. S. that might violate the FcPA or other anti-bribery laws. Since that time, the Company’s Supervisory Board, through 
its Audit and Corporate Governance Committee, has conducted investigations with the assistance of independent 
counsel. In a continuing dialogue, the Company voluntarily advised the Sec and the DoJ about these investigations, 
while the Sec and DoJ ( collectively the “government” or “government agencies” ) have conducted their own investi-
gations, in which the Company has cooperated. 
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In the course of this dialogue, the Company has identified and reported to the government, and has taken 
remedial actions including employee disciplinary actions with respect to, conduct that might result in the government 
agencies’ seeking monetary penalties or other sanctions against the Company under the FcPA or other anti-bribery 
laws and impact adversely the Company’s ability to conduct business in certain jurisdictions. The Company has 
recorded in prior periods a non-material accrual for certain adverse impacts that were identified. 

The Company has substantially concluded its investigations and undertaken discussions toward a possible 
settlement with the government agencies that would avoid litigation over government demands related to certain 
identified conduct. These discussions are continuing and have not yet achieved an agreement-in-principle; failure to 
reach agreement and consequent litigation with either or both government agencies remains possible. The discus-
sions have revolved around possible bribery and corruption questions principally related to certain conduct in the 
Company’s products business in a number of countries. 

The Company has recorded a charge of € 200,000 in the accompanying financial statements. The charge is based 
on ongoing settlement negotiations that would avoid litigation between the Company and the government agencies 
and represents an estimate from a range of potential outcomes estimated from current discussions. The charge 
encompasses government agencies claims for profit disgorgement, as well as accruals for fines or penalties, certain 
legal expenses and other related costs or asset impairments. 

The Company continues to implement enhancements to its anti-corruption compliance program, including 
internal controls related to compliance with international anti-bribery laws. The Company continues to be fully 
committed to FcPA and other anti-bribery law compliance.

On April 5, 2013, the U. S. Judicial Panel on Multidistrict Litigation ordered that the numerous lawsuits pending 
in various federal courts alleging wrongful death and personal injury claims against FMcH and certain of its affiliates 
relating to FMcH’s acid concentrate products NaturaLyte ® and GranuFlo ® be transferred and consolidated for pretri-
al management purposes into a consolidated multidistrict litigation in the United States District Court for the District 
of Massachusetts. In Re : Fresenius GranuFlo / NaturaLyte Dialysate Products Liability Litigation, Case No. 2013-md-
02428. The Massachusetts state courts and the St. Louis City ( Missouri ) court subsequently established similar con-
solidated litigation for their cases. In Re : Consolidated Fresenius Cases, Case No. MIcV 2013-03400-o ( Massachusetts 
Superior Court, Middlesex County ). Similar cases were filed in other state courts. The lawsuits alleged generally that 
inadequate labeling and warnings for these products caused harm to patients. On February 17, 2016, the Company 
reached with a committee of plaintiffs’ counsel and reported to the courts an agreement in principle for settlement 
of potentially all cases. The agreement in principle called for the Company to pay $ 250,000 into a settlement fund in 
exchange for releases of substantially all the plaintiffs’ claims, subject to the Company’s right to void the settlement 
under certain conditions.

On November 28, 2017, after the plaintiff committee and the Company determined that the condition of set-
tlement related to minimum participation had been satisfied, the Company and its insurers funded and consummat-
ed the settlement on or about this date. The Company understands that fewer than fifty ( 50 ) plaintiffs with cases 
pending in the U. S. District Court for Massachusetts ( Boston ); Los Angeles, California county court; or Birmingham, 
Alabama county court declined to participate in the settlement and intend to continue litigation. These remaining 
cases represent less than 0.5 % of the total cases filed. In some instances, the non-participating plaintiffs’ counsel 
have moved to withdraw and no substitute counsel has been engaged. 

The Company’s affected insurers funded $ 220,000 of the settlement fund, with a reservation of rights regard-
ing certain coverage issues between and among the Company and its insurers. The Company accrued a net expense 
of $ 60,000 for consummation of the settlement, including legal fees and other anticipated costs.

Following entry of the agreement in principle, the Company’s insurers in the AIG group and the Company each 
initiated litigation against the other, in New York and Massachusetts state courts respectively, relating to the AIG 
group’s coverage obligations under applicable policies. In the coverage litigation, the AIG group seeks to be indem-
nified by the Company for a portion of its $ 220,000 outlay; the Company seeks to confirm the AIG group’s $ 220,000 
funding obligation, to recover defense costs already incurred by the Company, and to compel the AIG group to 
honor defense and indemnification obligations, if any, required for resolution of cases not participating in the set-
tlement.

Certain of the complaints in the GranuFlo ® / NaturaLyte ® litigation named combinations of FMc AG & co. KGAA, 
Management AG, Fresenius Se and Fresenius Management Se as defendants, in addition to FMcH and its domestic 
United States affiliates. Plaintiffs participating in the settlement dismissed and released their claims encompassing 
the European defendants. 
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Four institutional plaintiffs filed complaints against FMcH or its affiliates under state deceptive practices statutes 
resting on certain background allegations common to the GranuFlo ® / NaturaLyte ® personal injury litigation, but 
seeking as remedy the repayment of sums paid to FMcH attributable to the GranuFlo ® / NaturaLyte ® products. These 
cases implicate different legal standards, theories of liability and forms of potential recovery from those in the per-
sonal injury litigation and their claims were not extinguished by the personal injury litigation settlement described 
above. The four plaintiffs are the Attorneys General for the States of Kentucky, Louisiana and Mississippi and the 
commercial insurance company Blue Cross Blue Shield of Louisiana in its private capacity. State of Mississippi ex rel. 
Hood, v. Fresenius Medical Care Holdings, Inc., No. 14-cv-152 ( Chancery Court, DeSoto County ); State of Louisiana 
ex re. Caldwell and Louisiana Health Service & Indemnity Company v. Fresenius Medical Care Airline, 2016 Civ. 11035 
( U. S. D. c. D. Mass. ); Commonwealth of Kentucky ex rel. Beshear v. Fresenius Medical Care Holdings, Inc. et al., 
No. 16-cI-00946 ( Circuit Court, Franklin County ). 

In August 2014, FMcH received a subpoena from the United States Attorney for the District of Maryland inquir-
ing into FMcH’s contractual arrangements with hospitals and physicians involving contracts relating to the manage-
ment of in-patient acute dialysis services. FMcH is cooperating in the investigation. 

In July 2015, the Attorney General for Hawaii issued a civil complaint under the Hawaii False Claims Act alleg-
ing a conspiracy pursuant to which certain Liberty Dialysis subsidiaries of FMcH overbilled Hawaii Medicaid for Lib-
erty’s Epogen ® administrations to Hawaii Medicaid patients during the period from 2006 through 2010, prior to the 
time of FMcH’s acquisition of Liberty. Hawaii v. Liberty Dialysis – Hawaii, LLc et al., Case No. 15-1-1357 - 07 ( Hawaii 1st 
Circuit ). The State alleges that Liberty acted unlawfully by relying on incorrect and unauthorized billing guidance 
provided to Liberty by Xerox State Healthcare LLc, which acted as Hawaii’s contracted administrator for its Medicaid 
program reimbursement operations during the relevant period. The amount of the overpayment claimed by the State 
is approximately $ 8,000, but the State seeks civil remedies, interest, fines, and penalties against Liberty and FMcH 
under the Hawaii False Claims Act substantially in excess of the overpayment. FMcH filed third-party claims for con-
tribution and indemnification against Xerox. The State’s False Claims Act complaint was filed after Liberty initiated 
an administrative action challenging the State’s recoupment of alleged overpayments from sums currently owed to 
Liberty. The civil litigation and administrative action are proceeding in parallel. Trial in the civil litigation is scheduled 
for April 2019.

On August 31 and November 25, 2015, respectively, FMcH received subpoenas under the False Claims Act from 
the United States Attorneys for the District of Colorado and the Eastern District of New York inquiring into FMcH’s 
participation in and management of dialysis facility joint ventures in which physicians are partners. On March 20, 
2017, FMcH received a subpoena in the Western District of Tennessee inquiring into certain of the operations of dial-
ysis facility joint ventures with the University of Tennessee Medical Group, including joint ventures in which FMcH’s 
interests were divested to Satellite Dialysis in connection with FMcH’s acquisition of Liberty Dialysis in 2012. FMcH is 
cooperating in these investigations.

On October 6, 2015, the Office of Inspector General of the United States Department of Health and Human 
Services ( oIG ) issued a subpoena under the False Claims Act to the Company seeking information about utilization 
and invoicing by Fresenius Vascular Care, now known as Azura Vascular Care, facilities as a whole for a period 
beginning after the Company’s acquisition of American Access Care LLc in October 2011 ( AAc ). On August 24, 2017, 
an additional and more detailed subpoena on the same topics was issued by the United States Attorney for the 
Eastern District of New York ( Brooklyn ), which has managed the Azura investigation from its outset. The Company 
is cooperating in the government’s inquiry. Allegations against AAc arising in districts in Connecticut, Florida and 
Rhode Island relating to utilization and invoicing were settled in 2015.

On June 30, 2016, FMcH received a subpoena from the United States Attorney for the Northern District of  Texas 
( Dallas ) seeking information under the False Claims Act about the use and management of pharmaceuticals includ-
ing Velphoro ® as well as FMcH’s interactions with DaVita Healthcare Partners, Inc. The investigation encompasses 
DaVita, Amgen, Sanofi, and other pharmaceutical manufacturers and includes inquiries into whether certain com-
pensation transfers between manufacturers and pharmacy vendors constituted unlawful kickbacks. The Company 
understands that this investigation is substantively independent of the $ 63,700 settlement by Davita Rx announced 
on December 14, 2017 in the matter styled United States ex rel. Gallian v. DaVita Rx, 2016 Civ. 0943 ( N. D. Tex. ). FMcH 
is cooperating in the investigation.
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On November 18, 2016, FMcH received a subpoena under the False Claims Act from the United States Attorney 
for the Eastern District of New York ( Brooklyn ) seeking documents and information relating to the operations of 
Shiel Medical Laboratory, Inc., which FMcH acquired in October 2013. In the course of cooperating in the investigation 
and preparing to respond to the subpoena, FMcH identified falsifications and misrepresentations in documents sub-
mitted by a Shiel salesperson that relate to the integrity of certain invoices submitted by Shiel for laboratory testing 
for patients in long term care facilities. On February 21, 2017, FMcH terminated the employee and notified the United 
States Attorney of the termination and its circumstances. The terminated employee’s conduct may subject the Com-
pany to liability for overpayments and penalties under applicable laws.

On December 12, 2017, the Company sold to Quest Diagnostics certain Shiel operations that are the subject of 
this Brooklyn subpoena, including the misconduct reported to the United States Attorney. Under the sale agreement, 
the Company retains responsibility for the Brooklyn investigation and its outcome. The Company continues to coop-
erate in the ongoing investigation.

On December 14, 2016, the Center for Medicare & Medicaid Services ( cMS ), which administers the federal Medi-
care program, published an Interim Final Rule ( IFR ) titled “Medicare Program; Conditions for Coverage for End-Stage 
Renal Disease Facilities-Third Party Payment”. The IFR would have amended the Conditions for Coverage for dialysis 
providers, like FMcH and would have effectively enabled insurers to reject premium payments made by or on behalf 
of patients who received grants for individual market coverage from the American Kidney Fund ( AKF or the “Fund” ). 
The IFR could thus have resulted in those patients losing individual insurance market coverage. The loss of coverage 
for these patients would have had a material and adverse impact on the operating results of FMcH.

On January 25, 2017, a federal district court in Texas responsible for litigation initiated by a patient advocacy 
group and dialysis providers including FMcH preliminarily enjoined cMS from implementing the IFR. Dialysis Patient 
Citizens v. Burwell, 2017 Civ. 0016 ( e. D. Texas, Sherman Div. ). The preliminary injunction was based on cMS’ failure to 
follow appropriate notice-and-comment procedures in adopting the IFR. The injunction remains in place and the 
court retains jurisdiction over the dispute.

On June 22, 2017, cMS requested a stay of proceedings in the litigation pending further rulemaking concerning 
the IFR. cMS stated, in support of its request, that it expects to publish a Notice of Proposed Rulemaking in the 
Federal Register and otherwise pursue a notice-and-comment process. Plaintiffs in the litigation, including FMcH, 
consented to the stay, which was granted by the court on June 27, 2017.

The operation of charitable assistance programs like that of the AKF is also receiving increased attention by 
state insurance regulators. The result may be a regulatory framework that differs from state to state. Even in the 
absence of the IFR or similar administrative actions, insurers are likely to continue efforts to thwart charitable pre-
mium assistance to our patients for individual market plans and other insurance coverages. If successful, these efforts 
would have a material adverse impact on the Company’s operating results.

On January 3, 2017, the Company received a subpoena from the United States Attorney for the District of 
Massachusetts under the False Claims Act inquiring into the Company’s interactions and relationships with the AKF, 
including the Company’s charitable contributions to the Fund and the Fund’s financial assistance to patients for 
insurance premiums. FMcH is cooperating in the investigation, which the Company understands to be part of a 
broader investigation into charitable contributions in the medical industry. 

In early May 2017, the United States Attorney for the Middle District of Tennessee ( Nashville ) issued identical 
subpoenas to FMcH and two subsidiaries under the False Claims Act concerning the Company’s retail pharmaceutical 
business. The investigation is exploring allegations related to improper inducements to dialysis patients to fill oral 
prescriptions through FMcH’s pharmacy service, improper billing for returned pharmacy products and other allega-
tions similar to those underlying the $ 63,700 settlement by DaVita Rx in Texas announced on December 14, 2017. 
United States ex rel. Gallian, 2016 Civ. 0943 ( N. D. Tex. ). FMcH is cooperating in the investigation.
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In 2011, FMcH received a subpoena from the United States Attorney for the Eastern District of New York ( Brook-
lyn ) requesting information under the False Claims Act concerning an assay manufactured by Bayer Diagnostics. 
Bayer Diagnostics was later acquired by Siemens. The assay is used to test for the serum content of parathyroid 
hormone ( PTH ). The assay has been widely used by FMcH and others in the dialysis industry for assessment of bone 
mineral metabolism disorder, a common consequence of kidney failure. FMcH responded fully and cooperatively to 
the subpoena, but concluded that it was not the focus or target of the U. S. Attorney’s investigation. On March 16, 
2017, the U. S. Attorney elected not to intervene on a sealed relator ( whistleblower ) complaint first filed in January 2011 
that underlay the investigation. After the U. S. Attorney declined intervention, the United States District Court for the 
Eastern District unsealed the complaint and ordered the relator to serve and otherwise proceed on his own. On 
August 14, 2017, FMcH was dismissed with prejudice from the litigation on relator’s motion. The litigation continued 
against other defendants Patriarca v. Bayer Diagnostics n / k / a Siemens et alia, 2011 Civ. 00181 ( e. D. N. Y. ).

The Company received a subpoena dated December 11, 2017 from the United States Attorney for the Eastern 
District of California ( Sacramento ) requesting information under the False Claims Act concerning Spectra Laborato-
ries, the Company’s affiliate engaged in laboratory testing for dialysis patients. The inquiry relates to allegations that 
certain services or materials provided by Spectra to its outpatient dialysis facility customers constitute unlawful 
kickbacks. The Company understands that the allegations originate with an industry competitor and is cooperating 
in the investigation.

From time to time, the Company is a party to or may be threatened with other litigation or arbitration, claims 
or assessments arising in the ordinary course of its business. Management regularly analyzes current information 
including, as applicable, the Company’s defenses and insurance coverage and, as necessary, provides accruals for 
probable liabilities for the eventual disposition of these matters. 

The Company, like other health care providers, insurance plans and suppliers, conducts its operations under 
intense government regulation and scrutiny. It must comply with regulations which relate to or govern the safety 
and efficacy of medical products and supplies, the marketing and distribution of such products, the operation of 
manufacturing facilities, laboratories, dialysis clinics and other health care facilities, and environmental and occupa-
tional health and safety. With respect to its development, manufacture, marketing and distribution of medical 
products, if such compliance is not maintained, the Company could be subject to significant adverse regulatory 
actions by the U. S. Food and Drug Administration ( FDA ) and comparable regulatory authorities outside the U. S. These 
regulatory actions could include warning letters or other enforcement notices from the FDA, and / or comparable 
foreign regulatory authority which may require the Company to expend significant time and resources in order to 
implement appropriate corrective actions. If the Company does not address matters raised in warning letters or 
other enforcement notices to the satisfaction of the FDA and / or comparable regulatory authorities outside the U. S., 
these regulatory authorities could take additional actions, including product recalls, injunctions against the distribu-
tion of products or operation of manufacturing plants, civil penalties, seizures of the Company’s products and / or 
criminal prosecution. FMcH is currently engaged in remediation efforts with respect to one pending FDA warning 
letter. The Company must also comply with the laws of the United States, including the federal Anti-Kickback Stat-
ute, the federal False Claims Act, the federal Stark Law, the federal Civil Monetary Penalties Law and the federal 
Foreign Corrupt Practices Act as well as other federal and state fraud and abuse laws. Applicable laws or regulations 
may be amended, or enforcement agencies or courts may make interpretations that differ from the Company’s 
interpretations or the manner in which it conducts its business. Enforcement has become a high priority for the 
federal government and some states. In addition, the provisions of the False Claims Act authorizing payment of a 
portion of any recovery to the party bringing the suit encourage private plaintiffs to commence whistleblower actions. 
By virtue of this regulatory environment, the Company’s business activities and practices are subject to extensive 
review by regulatory authorities and private parties, and continuing audits, subpoenas, other inquiries, claims and 
litigation relating to the Company’s compliance with applicable laws and regulations. The Company may not always 
be aware that an inquiry or action has begun, particularly in the case of whistleblower actions, which are initially 
filed under court seal. 
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The Company operates many facilities and handles the personal data ( PD ) of its patients and beneficiaries 
throughout the United States and other parts of the world, and engages with other business associates to help it 
carry out its health care activities. In such a decentralized system, it is often difficult to maintain the desired level of 
oversight and control over the thousands of individuals employed by many affiliated companies and its business 
associates. On occasion, the Company or its business associates may experience a breach under the Health Insurance 
Portability and Accountability Act Privacy Rule and Security Rules, the eU’s General Data Protection Regulation and 
or other similar laws ( Data Protection Laws ) when there has been impermissible use, access, or disclosure of unse-
cured PD or when the Company or its business associates neglect to implement the required administrative, techni-
cal and physical safeguards of its electronic systems and devices, or a data breach that results in impermissible use, 
access or disclosure of personal identifying information of its employees, patients and beneficiaries. On those 
occasions, the Company must comply with applicable breach notification requirements. 

The Company relies upon its management structure, regulatory and legal resources, and the effective operation 
of its compliance program to direct, manage and monitor the activities of its employees. On occasion, the Company 
may identify instances where employees or other agents deliberately, recklessly or inadvertently contravene the 
Company’s policies or violate applicable law. The actions of such persons may subject the Company and its subsid-
iaries to liability under the Anti-Kickback Statute, the Stark Law, the False Claims Act, Data Protection Laws, the 
Health Information Technology for Economic and Clinical Health Act and the Foreign Corrupt Practices Act, among 
other laws and comparable state laws or laws of other countries. 

Physicians, hospitals and other participants in the health care industry are also subject to a large number of 
lawsuits alleging professional negligence, malpractice, product liability, worker’s compensation or related claims, 
many of which involve large claims and significant defense costs. The Company has been and is currently subject to 
these suits due to the nature of its business and expects that those types of lawsuits may continue. Although the 
Company maintains insurance at a level which it believes to be prudent, it cannot assure that the coverage limits 
will be adequate or that insurance will cover all asserted claims. A successful claim against the Company or any of 
its subsidiaries in excess of insurance coverage could have a material adverse effect upon it and the results of its 
operations. Any claims, regardless of their merit or eventual outcome, could have a material adverse effect on the 
Company’s reputation and business. 

The Company has also had claims asserted against it and has had lawsuits filed against it relating to alleged 
patent infringements or businesses that it has acquired or divested. These claims and suits relate both to operation 
of the businesses and to the acquisition and divestiture transactions. The Company has, when appropriate, asserted 
its own claims, and claims for indemnification. A successful claim against the Company or any of its subsidiaries 
could have a material adverse effect upon its business, financial condition, and the results of its operations. Any 
claims, regardless of their merit or eventual outcome, could have a material adverse effect on the Company’s repu-
tation and business. 

The Company is also subject to ongoing and future tax audits in the U. S., Germany and other jurisdictions. 
With respect to other potential adjustments and disallowances of tax matters currently under review, the Company 
does not anticipate that an unfavorable ruling could have a material impact on its results of operations. The Com-
pany is not currently able to determine the timing of these potential additional tax payments. 

Other than those individual contingent liabilities mentioned above, as well as in note 8 and 21, the current 
estimated amount of the Company’s other known individual contingent liabilities is immaterial.
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23.  FINANCIAL INSTRUMENTS

The Company applies IFRS 7 ( Financial Instruments : Disclosures ). Thereby the following categories according to IAS 39 
( Financial Instruments : Recognition and Measurement ) are relevant : financial assets at fair value through profit or 
loss, loans and receivables, financial liabilities at fair value through profit or loss as well as financial liabilities recog-
nized at amortized cost and available for sale financial assets. 

The following table demonstrates the combination between categories and classes as well as the classes 
allocated to the balance sheet items :

5.62 FINANCIAL INSTRUMENTS – MATRIX

Classes Classes

Cash and cash 
 equivalents

Assets recognized  
at carrying amount

Liabilities recognized  
at carrying amount

Assets recognized  
at fair value

Liabilities recognized  
at fair value

Noncontrolling interests 
 subject to put provisions

Derivatives not designated 
as hedging instruments

Derivatives designated  
as hedging instruments

Categories

Financial assets at fair value 
through profit or loss

Other current and   
non-current assets

Loans and receivables Trade accounts receivable,  
Accounts receivable from related 
 parties,  
Other current and  
non-current assets

Financial liabilities at fair value 
through profit or loss

Current and non-current 
provisions and other  
current and non-current 
liabilities

Current and non-current 
provisions and other  
current and non-current 
liabilities

Financial liabilities  
 recognized at amortized cost

Accounts payable,  
Accounts payable to related parties, 
Short-term debt,  
Short-term debt from related parties, 
Long-term debt and  
capital lease  obligations 1,  
Current provisions and other  
current liabilities

Available for sale financial assets Other current assets  
and non-current assets

Not assigned to a  category Cash and  
cash equivalents

Other current  
and non-current assets

Long-term debt and  
capital lease obligations 2

Other current liabilities 
and non-current liabilities

Other current and   
non-current assets,  
Current and non-current 
provisions and other  
current and non-current 
liabilities

1 Excluding capital lease obligations.
2 Exclusively capital lease obligations.
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23.  FINANCIAL INSTRUMENTS

The Company applies IFRS 7 ( Financial Instruments : Disclosures ). Thereby the following categories according to IAS 39 
( Financial Instruments : Recognition and Measurement ) are relevant : financial assets at fair value through profit or 
loss, loans and receivables, financial liabilities at fair value through profit or loss as well as financial liabilities recog-
nized at amortized cost and available for sale financial assets. 

The following table demonstrates the combination between categories and classes as well as the classes 
allocated to the balance sheet items :

5.62 FINANCIAL INSTRUMENTS – MATRIX

Classes Classes

Cash and cash 
 equivalents

Assets recognized  
at carrying amount

Liabilities recognized  
at carrying amount

Assets recognized  
at fair value

Liabilities recognized  
at fair value

Noncontrolling interests 
 subject to put provisions

Derivatives not designated 
as hedging instruments

Derivatives designated  
as hedging instruments

Categories

Financial assets at fair value 
through profit or loss

Other current and   
non-current assets

Loans and receivables Trade accounts receivable,  
Accounts receivable from related 
 parties,  
Other current and  
non-current assets

Financial liabilities at fair value 
through profit or loss

Current and non-current 
provisions and other  
current and non-current 
liabilities

Current and non-current 
provisions and other  
current and non-current 
liabilities

Financial liabilities  
 recognized at amortized cost

Accounts payable,  
Accounts payable to related parties, 
Short-term debt,  
Short-term debt from related parties, 
Long-term debt and  
capital lease  obligations 1,  
Current provisions and other  
current liabilities

Available for sale financial assets Other current assets  
and non-current assets

Not assigned to a  category Cash and  
cash equivalents

Other current  
and non-current assets

Long-term debt and  
capital lease obligations 2

Other current liabilities 
and non-current liabilities

Other current and   
non-current assets,  
Current and non-current 
provisions and other  
current and non-current 
liabilities

1 Excluding capital lease obligations.
2 Exclusively capital lease obligations.
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Valuation of financial instruments

The carrying amounts of financial instruments at December 31, 2017 and 2016, classified into categories according to 
IAS 39, can be seen in the following table:

5.63 CARRYING AMOUNT OF FINANCIAL INSTRUMENT CATEGORIES
in € THOUS

 

2017 2016

Loans and receivables 3,573,597 3,835,800

Financial liabilities recognized at amortized cost (9,594,293) (10,449,169)

Financial assets at fair value through profit or loss 113,713 132,406

Financial liabilities at fair value through profit or loss (317,745) (339,701)

Available for sale financial assets 1 19,493 256,437

Not assigned to a category 261,484 (194,176)

1 The impact on the consolidated statements of shareholders’ equity is not material.

The following table presents the carrying amounts and fair values of the Company’s financial instruments at Decem-
ber 31, 2017 and 2016:

5.64 CARRYING AMOUNT AND FAIR VALUE OF FINANCIAL INSTRUMENTS
in € THOUS

2017 2016
 

Carrying amount Fair value Carrying amount Fair value

Non-derivative financial instruments

Cash and cash equivalents 978,109 978,109 708,882 708,882

Assets recognized at carrying amount 1 3,728,097 3,728,097 3,987,806 3,987,806

Assets recognized at fair value 19,493 19,493 256,437 256,437

Liabilities recognized at carrying amount 2 (9,631,997) (10,038,690) (10,492,944) (10,993,377)

Liabilities recognized at fair value (205,791) (205,791) (223,504) (223,504)

Noncontrolling interests subject to put provisions (830,773) (830,773) (1,007,733) (1,007,733)

Derivative financial instruments

Derivatives not designated as hedging instruments 1,759 1,759 16,209 16,209

Derivatives designated as hedging instruments (2,648) (2,648) (3,556) (3,556)

1 Not included are „Other current and non-current assets“ that do not qualify as financial instruments ( December 31, 2017 : € 653,449 and  
December 31, 2016 : € 850,630 ).

2 Not included are „Current and non-current provisions and other current and non-current liabilities“ that do not qualify as financial instruments  
( December 31, 2017 : € 1,221,209 and December 31, 2016 : € 1,190,462 ).

Derivative and non-derivative financial instruments that are measured at fair value are categorised in the following 
three-tier value hierarchy that reflects the significance of the inputs in making the measurements. Level 1 is defined 
as observable inputs, such as quoted prices in active markets. Level 2 is defined as inputs other than quoted prices 
in active markets that are directly or indirectly observable. Level 3 is defined as unobservable inputs for which little 
or no market data exists, therefore requiring the Company to develop its own assumptions.

The valuation of the Company’s derivatives was determined using significant other observable inputs ( Level 2 ).

Non-derivative financial instruments

The significant methods and assumptions used in estimating the fair values of non-derivative financial instruments 
are as follows : 

Cash and cash equivalents are stated at nominal value which equals the fair value.
Short-term financial instruments such as trade accounts receivable, accounts receivable from related parties, 

accounts payable, accounts payable to related parties and short-term debt as well as certain other financial instru-
ments are valued at their carrying amounts, which are reasonable estimates of the fair value due to the relatively 
short period to maturity of these instruments.

The fair value of available for sale financial assets quoted in an active market is based on price quotations at 
the period-end date ( Level 1 ).
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Long-term debt is recognized at its carrying amount. The fair values of major long-term debt are calculated 
on the basis of market information ( Level 2 ). Liabilities for which market quotes are available are measured using 
these quotes. The fair values of the other long-term debt are calculated at the present value of the respective future 
cash flows. To determine these present values, the prevailing interest rates and credit spreads for the Company as 
of the balance sheet date are used.

Variable payments outstanding for acquisitions are recognized at their fair value. The estimation of the indi-
vidual fair values is based on the key inputs of the arrangement that determine the future contingent payment as 
well as the Company’s expectation of these factors ( Level 3 ). The Company assesses the likelihood and timing of 
achieving the relevant objectives. The underlying assumptions are reviewed regularly.

Following is a roll forward of variable payments outstanding for acquisitions for the years ended 2017, 
2016 and 2015:

5.65 VARIABLE PAYMENTS OUTSTANDING FOR ACQUISITIONS
in € THOUS

 

2017 2016 2015

 BEGINNING BALANCE AT JANUARY 1 223,504 51,125 41,911

Acquisitions and divestitures 21,128 195,701 31,712

Repayments (32,764) (25,826) (24,760)

(Gain) loss recognized in profit or loss (2,685) 613 (1,080)

Foreign currency translation and other changes (3,391) 1,891 3,342

 ENDING BALANCE AT DECEMBER 31 205,792 223,504 51,125

Noncontrolling interests subject to put provisions are recognized at their fair value. The methodology the Company 
uses to estimate the fair values assumes the greater of net book value or a multiple of earnings, based on historical 
earnings, development stage of the underlying business and other factors ( Level 3 ). Additionally, there are put pro-
visions that are valued by an external valuation firm. The external valuation estimates the fair values using a combi-
nation of discounted cash flows and a multiple of earnings and / or revenue ( Level 3 ). When applicable, the obligations 
are discounted at a pre-tax discount rate that reflects current market assessments of the time value of money and 
the risks specific to the liability. The estimated fair values of the noncontrolling interests subject to these put provi-
sions can also fluctuate, and the discounted cash flows as well as the implicit multiple of earnings and / or revenue 
at which these noncontrolling interest obligations may ultimately be settled could vary significantly from the Com-
pany’s current estimates depending upon market conditions.

Following is a roll forward of noncontrolling interests subject to put provisions for the years ended 2017, 
2016 and 2015:

5.66 NONCONTROLLING INTERESTS SUBJECT TO PUT PROVISIONS
in € THOUS

 

2017 2016 2015

 BEGINNING BALANCE AT JANUARY 1 1,007,733 791,075 551,045

Contributions to noncontrolling interests (164,404) (169,260) (148,562)

Purchase of noncontrolling interests (121,057) (1,785) (3,237)

Sale of noncontrolling interests 70,528 53,919 10,370

Contributions from noncontrolling interests 14,794 29,144 15,096

Expiration of put provisions and other reclassifications (6,329) (8,814) 4,692

Changes in fair value of noncontrolling interests (20,012) 115,627 154,235

Net income 160,916 164,515 143,422

Foreign currency translation (111,396) 33,312 64,014

 ENDING BALANCE AT DECEMBER 31 830,773 1,007,733 791,075

Credit risk resulting from a decrease in the value of the Company’s financing receivables and allowances on credit 
losses of financing receivables are immaterial.
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Derivative financial instruments

Market risk 
The Company is exposed to effects related to foreign exchange fluctuations in connection with its international business 
activities that are denominated in various currencies. In order to finance its business operations, the Company issues 
bonds and enters mainly into long-term credit agreements with banks. Due to these financing activities, the Company 
is exposed to changes in the interest rate as well as to price risks of balance sheet items with a fixed interest rate.

In order to manage the risk of currency exchange rate and interest rate fluctuations, the Company enters into 
various hedging transactions by means of derivative instruments with highly rated financial institutions as authorized 
by the Company’s General Partner. On a quarterly basis, the Company performs an assessment of its counterparty 
credit risk. The Company currently considers this risk to be low. The Company’s policy, which has been consistently 
followed, is that financial derivatives be used only for the purpose of hedging foreign currency and interest rate exposure.

In certain instances, the Company enters into derivative contracts that do not qualify for hedge accounting 
but are utilized for economic purposes ( economic hedges ). The Company does not use financial instruments for 
trading purposes. 

The Company established guidelines for risk assessment procedures and controls for the use of financial instru-
ments. They include a clear segregation of duties with regard to execution on one side and administration, account-
ing and controlling on the other.

To reduce the credit risk arising from derivatives the Company entered into Master Netting Agreements with 
banks. Through such agreements, positive and negative fair values of the derivative contracts could be offset against 
one another if a partner becomes insolvent. This offsetting is valid for transactions where the aggregate amount of 
obligations owed to and receivable from are not equal. If insolvency occurs, the party which owes the larger amount 
is obliged to pay the other party the difference between the amounts owed in the form of one net payment.

These master netting agreements do not provide a basis for offsetting the fair values of derivative financial 
instruments in the statement of financial position as the offsetting criteria under IFRS are not satisfied.

At December 31, 2017 and December 31, 2016, the Company had € 11,574 and € 24,312 of derivative financial assets 
subject to netting arrangements and € 12,730 and € 26,751 of derivative financial liabilities subject to netting arrange-
ments. Offsetting these derivative financial instruments would have resulted in net assets of € 5,505 and € 13,673 as 
well as net liabilities of € 6,661 and € 16,112 at December 31, 2017 and December 31, 2016, respectively.

The Company calculates benchmarks for individual exposures in order to quantify interest and foreign exchange 
risks. The benchmarks are derived from achievable and reasonable market rates. Depending on the individual bench-
marks, hedging strategies are agreed on and implemented.

Earnings of the Company were not materially affected by hedge ineffectiveness in the reporting period since 
the critical terms of the interest and foreign exchange derivatives matched mainly the critical terms of the underlying 
exposures.

In connection with the issuance of the Convertible Bonds in September 2014, the Company purchased Share 
Options. Any change in the Company’s share price above the conversion price would be offset by a corresponding 
value change in the Share Options.

Foreign exchange risk management
The Company conducts business on a global basis in various currencies, though a majority of its operations are in 
Germany and the United States. For financial reporting purposes in accordance with Section 315 e of the German 
Commercial Code ( HGB ) the Company has chosen the euro as its reporting currency see note 1h. Therefore, changes 
in the rate of exchange between the euro and the local currencies in which the financial statements of the Compa-
ny’s international operations are maintained, affect its results of operations and financial position as reported in its 
consolidated financial statements. 

Additionally, individual subsidiaries are exposed to transactional risks mainly resulting from intercompany 
purchases between production sites and other subsidiaries with different functional currencies. This exposes the 
subsidiaries to fluctuations in the rate of exchange between the invoicing currencies and the currency in which their 
local operations are conducted. For the purpose of hedging existing and foreseeable foreign exchange transaction 
exposures the Company enters into foreign exchange forward contracts and, on a small scale, foreign exchange 
options. At December 31, 2017 and December 31, 2016, the Company had no foreign exchange options.

Changes in the fair value of the effective portion of foreign exchange forward contracts designated and qual-
ifying as cash flow hedges of forecasted product purchases and sales are reported in AocI. Additionally, in connection 
with intercompany loans in foreign currency, the Company uses foreign exchange swaps to assure that no foreign 
exchange risks arise from those loans, which, if they qualify for cash flow hedge accounting, are also reported in 
AocI. These amounts recorded in AocI are subsequently reclassified into earnings as a component of cost of revenue 
for those contracts that hedge product purchases and sales or as an adjustment of interest income / expense for those 
contracts that hedge loans, in the same period in which the hedged transaction affects earnings. The notional 
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amounts of foreign exchange contracts in place that are designated and qualify as cash flow hedges totalled € 91,068 
and € 103,358 at December 31, 2017 and December 31, 2016, respectively.

The Company also enters into derivative contracts for forecasted product purchases and sales and for intercom-
pany loans in foreign currencies which do not qualify for hedge accounting but are utilized for economic hedges as 
defined above. In these two cases, the change in value of the economic hedge is recorded in the income statement 
and usually offsets the change in value recorded in the income statement for the underlying asset or liability. The 
notional amounts of economic hedges that do not qualify for hedge accounting totalled € 665,108 and € 1,407,611 at 
December 31, 2017 and December 31, 2016, respectively.

The Company uses a Cash-Flow-at-Risk ( CFaR ) model in order to estimate and quantify transaction risks from 
foreign currencies. The basis for the analysis of the currency risks are the foreign currency cash flows that are rea-
sonably expected to arise within the following twelve months, less any hedges. Under the CFaR approach, the 
potential currency fluctuations of these net exposures are shown as probability distributions based on historical 
volatilities and correlations of the preceding 250 business days. The calculation is made assuming a confidence level 
of 95 % and a holding period of up to one year. The aggregation of currency risks has risk-mitigating effects due to 
correlations between the transactions concerned, i. e. the overall portfolio’s risk exposure is generally less than the 
sum total of the underlying individual risks. At December 31, 2017, the Company’s CFaR amounts to € 50,813, this 
means with a probability of 95 % a potential loss in relation to the forecasted foreign exchange cash flows of the 
next twelve months will be not higher than € 50,813.

Significant influence on the Company’s foreign currency risk is exerted by the U. S. dollar, the Chinese Yuan 
Renminbi, the South Korea Won, the Russian Ruble and the Indian Rupee. The following table shows the Company’s 
most significant net positions in foreign currencies at December 31, 2017:

5.67 SIGNIFICANT NET POSITIONS IN FOREIGN CURRENCIES
in € THOUS

 

2017

USD 198,755

CNY 150,384

KRW 81,285

RUB 72,410

INR 44,655

Interest rate risk management
The Company’s interest rate risks mainly arise from money market and capital market transactions of the group for 
financing its business activities. 

The Company enters into derivatives, particularly interest rate swaps and to a certain extent, interest rate 
options, to protect against the risk of rising interest rates. These interest rate derivatives are designated as cash flow 
hedges and have been entered into in order to effectively convert payments based on variable interest rates into 
payments at a fixed interest rate. The euro-denominated interest rate swaps expire in 2019 and have a weighted 
average interest rate of 0.32 %. Interest payable and receivable under the swap agreements is accrued and recorded 
as an adjustment to interest expense.

For purposes of analysing the impact of changes in the relevant reference interest rates on the Company’s 
results of operations, the Company calculates the portion of financial debt which bears variable interest rate and 
which has not been hedged by means of interest rate swaps or options against rising interest rates. For this partic-
ular part of its liabilities, the Company assumes an increase in the reference rates of 0.5 % compared to the actual 
rates as of the balance sheet date. The corresponding additional annual interest expense is then compared to the 
Company’s net income. This analysis shows that an increase of 0.5 % in the relevant reference rates would have an 
effect of less than 1 % on the consolidated net income and the shareholder’s equity of the Company.

The effective portion of gains and losses of derivatives designated as cash flow hedges is deferred in AocI; the 
amount of gains and losses reclassified from AocI are recorded in interest income and interest expenses.

At December 31, 2017 and December 31, 2016, the notional amount of the euro-denominated interest rate swaps 
in place was € 228,000 and € 252,000.

In addition, the Company also enters into interest rate hedges ( pre-hedges ) in anticipation of future long-term 
debt issuance. These pre-hedges are used to hedge interest rate exposures with regard to interest rates which are 
relevant for the future long-term debt issuance and which could rise until the respective debt is actually issued. These 
pre-hedges were settled at the issuance date of the corresponding long-term debt with the settlement amount 
recorded in AocI amortized to interest expense over the life of the debt. At December 31, 2017 and December 31, 2016, 
the Company had € 16,495 and € 35,814, respectively, related to settlements of pre-hedges deferred in AocI, net of tax.
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Derivative financial instruments valuation
The following table shows the carrying amounts of the Company’s derivatives at December 31, 2017 and Decem-
ber 31, 2016:

5.68 DERIVATIVE FINANCIAL INSTRUMENTS VALUATION
in € THOUS

2017 2016
 

Assets 2 Liabilities 2 Assets 2 Liabilities 2

Derivatives in cash flow hedging relationships 1

Current

 Foreign exchange contracts 531 (2,182) 2,018 (4,101)

Non-current

 Foreign exchange contracts 30 (11) 17 (76)

 Interest rate contracts – (1,016) – (1,414)

 TOTAL 561 (3,209) 2,035 (5,591)

Derivatives not designated as hedging 
 instruments 1

Current

 Foreign exchange contracts 11,279 (9,520) 37,743 (21,415)

Non-current

 Foreign exchange contracts – – – (119)

 Derivatives embedded in the Convertible Bonds – (102,434) – (94,663)

 Share Options to secure the Convertible Bonds 102,434 – 94,663 –

 TOTAL 113,713 (111,954) 132,406 (116,197)

1 At December 31, 2017 and December 31, 2016, the valuation of the Company’s derivatives was determined using significant other observable inputs ( Level 2 ).
2 Derivative instruments are marked to market each reporting period resulting in carrying amounts being equal to fair values at the reporting date.

The carrying amounts for the current portion of derivatives indicated as assets in the table above are included in 
Other current assets in the consolidated balance sheets while the current portion of those indicated as liabilities are 
included in current provisions and other current liabilities. The non-current portions indicated as assets or liabilities 
are included in the consolidated balance sheets in Other non-current assets or Non-current provisions and other 
non-current liabilities, respectively.

The significant methods and assumptions used in estimating the fair values of derivative financial instruments 
are as follows :

The fair value of interest rate swaps is calculated by discounting the future cash flows on the basis of the 
market interest rates applicable for the remaining term of the contract as of the balance sheet date. To determine 
the fair value of foreign exchange forward contracts, the contracted forward rate is compared to the current forward 
rate for the remaining term of the contract as of the balance sheet date. The result is then discounted on the basis 
of the market interest rates prevailing at the balance sheet date for the applicable currency. The fair value of the 
embedded derivative of the Convertible Bonds is calculated using the difference between the market value of the 
Convertible Bonds and the market value of an adequate straight bond discounted with the market interest rates as 
of the reporting date.

The Company’s own credit risk is incorporated in the fair value estimation of derivatives that are liabilities. 
Counterparty credit risk adjustments are factored into the valuation of derivatives that are assets. The Company 
monitors and analyses the credit risk from derivative financial instruments on a regular basis. For the valuation of 
derivative financial instruments, the credit risk is considered in the fair value of every individual instrument. The 
default probability is based upon the credit default swap spreads of each counterparty appropriate for the duration. 
The calculation of the credit risk considered in the valuation is performed by multiplying the default probability 
appropriate for the duration with the expected discounted cash flows of the derivative financial instrument.
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The effect of financial instruments on the consolidated statements of income

The effects of financial instruments recorded in the consolidated statements of income consist of interest income of 
€ 43,297 ( 2016 : € 42,139 ), interest expense of € 397,187 ( 2016 : € 408,508 ) as well as allowances for doubtful accounts of 
€ 549,631 ( 2016 : € 430,974 ).

Interest income in 2017 primarily results from the valuation of the Share Options which the Company purchased 
in connection with the issuance of the Convertible Bonds, interest on overdue receivables and lease receivables. In 
2016 a large part of interest income results from the valuation of the derivatives embedded in the Convertible Bonds.

The major part of interest expenses relates to financial liabilities of the Company which are not accounted for 
at fair value through profit or loss.

In the fiscal year 2017 net losses from foreign currency transactions amount to € 36,159 ( 2016 : net gains € 5,688 ).
The following table shows the effect of derivatives on the consolidated financial statements :

5.69 THE EFFECT OF DERIVATIVES ON THE CONSOLIDATED FINANCIAL STATEMENTS
in € THOUS

Amount of Gain (Loss) recog-
nized in AOCI on derivatives

(effective portion)

Location of (Gain) Loss 
 reclassified from AOCI  

in Income
(effective portion)

Amount of (Gain) Loss 
 reclassified from AOCI  

in Income
(effective portion)

for the year ended  
December 31

for the year ended  
December 31

 

2017 2016 2017 2016

Derivatives in cash flow hedging relationships

Interest rate contracts (388) 1,050 Interest income / expense 27,875 26,335

Foreign exchange contracts 2,001 (2,407) Costs of Revenue (1,505) 133

 TOTAL 1,613 (1,357) 26,370 26,468

Location of (Gain) Loss recog-
nized in Income on derivatives

Amount of (Gain) Loss recog-
nized in Income on derivatives 

for the year ended  
December 31

 

2017 2016

Derivatives not designated as hedging instruments 

Foreign exchange contracts
Selling, general and 

administrative expenses (8,275) (2,109)

Foreign exchange contracts Interest income / expense 9,435 2,937

Derivatives embedded in the Convertible Bonds Interest income / expense 7,771 (11,877)

Share Options to secure the Convertible Bonds Interest income / expense (7,771) 11,877

 TOTAL 1,160 828

At December 31, 2017, the Company had foreign exchange derivatives with maturities of up to 14 months and interest 
rate swaps with maturities of up to 22 months.

The following table shows when the cash flow from derivative financial instruments is expected to occur:

5.70 CASH FLOw FROM DERIVATIVE FINANCIAL INSTRUMENTS
in € THOUS

Expected in period of
 

Less than 1 year 1 – 3 years 3 – 5 years Over 5 years

2017

Designated as hedging instrument (2,370) (530) – –

Not designated as hedging instrument 1,762 – – –

2016

Designated as hedging instrument (2,879) (953) – –

Not designated as hedging instrument 16,331 (119) – –
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Credit risk
The Company is exposed to potential losses in the event of non-performance by counterparties. With respect to 
derivative financial instruments it is not expected that any counterparty fails to meet its obligations as the counter-
parties are highly rated financial institutions. The maximum credit exposure of derivatives is represented by the fair 
value of those contracts with a positive fair value at the balance sheet date. The maximum credit exposure of all 
derivatives amounted to € 114,274 at December 31, 2017 ( 2016 : € 134,441 ). The maximum credit risk resulting from the 
use of non-derivative financial instruments is defined as the total amount of all receivables and cash and cash equiv-
alents. In order to control this credit risk, the Management of the Company carries out an ageing analysis of trade 
accounts receivable. For details on the ageing analysis and on the allowance for doubtful accounts see note 7.

Liquidity risk
The liquidity risk is defined as the risk that a company is potentially unable to meet its financial obligations. The 
Management of the Company manages the liquidity of the group by means of effective working capital and cash 
management as well as an anticipatory evaluation of refinancing alternatives. The Management of the Company 
believes that existing credit facilities, net cash provided by operating activities and additional short-term debt are 
sufficient to meet the Company’s foreseeable demand for liquidity see note 13.

The following table shows all non-discounted payments agreed by contract concerning financial liabilities and 
derivative financial instruments recorded in the consolidated balance sheets :

5.71 PAYMENTS AGREED BY CONTRACTS
in € THOUS

Payments due by period of
 

Less than 1 year 1 – 3 years 3 – 5 years Over 5 years

2017

Accounts payable 590,493 11 – –

Accounts payable to related parties 147,349 – – –

Other current financial liabilities 1,446,458 – – –

Short-term debt 1 769,279 – – –

Long-term debt and capital lease obligations 2, 3 198,585 1,463,857 1,328,177 66,063

Bonds 946,099 1,613,103 1,532,235 365,213

Variable payments outstanding for acquisitions 15,921 87,533 116,776 16,918

Noncontrolling interests subject to put provisions 473,189 200,299 81,424 115,960

Letters of credit – 59,404 1,409 –

Derivative financial instruments – in cash flow hedging 
 relationships 2,901 560 – –

Derivative financial instruments – not designated  
as hedging instrument 9,523 102,434 – –

2016

Accounts payable 575,556 101 – –

Accounts payable to related parties 264,069 – – –

Other current financial liabilities 1,521,104 – – –

Short-term debt 1 575,010 – – –

Long-term debt and capital lease obligations 2, 3 302,133 2,320,334 418,309 19,865

Bonds 741,243 2,206,333 1,601,433 1,117,126

Variable payments outstanding for acquisitions 78,717 43,659 107,145 23,042

Noncontrolling interests subject to put provisions 527,243 229,508 173,819 136,443

Letters of credit – 18,212 – –

Derivative financial instruments – in cash flow hedging 
 relationships 4,897 970 – –

Derivative financial instruments – not designated  
as hedging instrument 21,427 94,782 – –

1 Includes amounts from related parties.
2 Future interest payments for financial liabilities with variable interest rates were calculated using the latest interest rates fixed prior to December 31, 2017 

and 2016.
3 Excluding bonds.

Product purchases and sales designated as cash flow hedges are expected to affect profit and loss in the same 
period in which the cash flows occur.
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24.  OTHER COMPREHENSIVE INCOME ( LOSS )

The changes in the components of other comprehensive income ( loss ) for the years ended December 31, 2017, 2016, 
and 2015 are as follows :

5.72 OTHER COMPREHENSIVE INCOME (LOSS)
in € THOUS

 

2017 2016 2015

Pretax Tax effect Net Pretax Tax effect Net Pretax Tax effect Net

Components that will 
not be reclassified to 
profit or loss:

Actuarial gain (loss) on 
defined benefit pension 
plans 6,840 (27,393) (20,553) (31,423) 7,085 (24,338) 30,169 (8,830) 21,339

Components that may 
be reclassified subse-
quently to profit or loss:

Foreign currency 
 translation  adjustment (1,284,173) – (1,284,173) 368,429 – 368,429 674,727 – 674,727

Other comprehensive 
income (loss) relating to 
cash flow hedges:

  Changes in fair value 
of cash flow hedges 
during the period 1,613 (430) 1,183 (1,357) 568 (789) 12,700 (4,070) 8,630

  Reclassification 
 adjustments 26,370 (7,977) 18,393 26,468 (7,607) 18,861 41,496 (11,317) 30,179

Total other comprehensive 
income (loss) relating to 
cash flow hedges 27,983 (8,407) 19,576 25,111 (7,039) 18,072 54,196 (15,387) 38,809

 OTHER COMPRE-
HENSIVE INCOME 
(LOSS) (1,249,350) (35,800) (1,285,150) 362,117 46 362,163 759,092 (24,217) 734,875
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25.  SUPPLEMENTARY CASH FLOw INFORMATION

The following additional information is provided with respect to net cash provided by ( used in ) investing activities 
for the years ended December 31, 2017, 2016 and 2015 :

5.73 DETAILS FOR NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES
in € THOUS

 

2017 2016 2015

Details for acquisitions

Assets acquired (758,720) (792,941) (194,703)

Liabilities assumed 128,552 113,491 31,402

Noncontrolling interests subject to put provisions 68,069 43,628 6,870

Noncontrolling interests 14,293 14,448 886

Non-cash consideration 8,851 220,849 62,400

 CASH PAID (538,955) (400,525) (93,145)

Less cash acquired 17,630 20,660 2,878

 NET CASH PAID FOR ACQUISITIONS (521,325) (379,865) (90,267)

Cash paid for investments (17,999) (129,764) (165,931)

Cash paid for intangible assets (26,370) (12,171) (29,345)

 TOTAL CASH PAID FOR ACQUISITIONS AND INVESTMENTS, 
NET OF CASH ACQUIRED, AND PURCHASES OF INTANGIBLE 
ASSETS (565,694) (521,800) (285,543)

Details for divestitures

Cash received from sale of subsidiaries or other businesses, less cash disposed 157,025 1,324 38,753

Cash received from divestitures of available for sale financial assets 256,136 116,922 –

Cash received from repayment of loans 2,227 72,001 188,070

 PROCEEDS FROM DIVESTITURES 415,388 190,247 226,823

The following table shows a reconciliation of debt to net cash provided by ( used in ) financing activities for 2017 :

5.74 RECONCILIATION OF DEBT TO NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES
in € THOUS

Non-cash changes

Jan. 1,  
2017 Cash Flow Acquisitions

Foreign 
 currency 

translation

Amortization 
of debt 

 issuance costs New leases Other
Dec. 31,  

2017

Short-term debt 572,010 202,687 (5,091) (9,298) – – (29) 760,279

Short-term debt from 
related parties 3,000 6,000 – – – – – 9,000

Long-term debt and 
capital lease obligations 
( excluding Accounts 
Receivable Facility ) 1 7,392,067 (491,428) 108,535 (656,556) 20,109 8,801 3,206 6,384,734

Accounts Receivable 
Facility 165,037 157,564 – (29,138) 210 – – 293,673

1 Cash flow excluding repayments of variable payments outstanding for acquisitions in the amount of € 25,590.
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26.  SEGMENT AND CORPORATE INFORMATION

The Company’s operating segments are the North America Segment, the eMeA Segment, the Asia-Pacific Segment 
and the Latin America Segment. The operating segments are determined based upon how the Company manages 
its businesses with geographical responsibilities. All segments are primarily engaged in providing health care services 
and the distribution of products and equipment for the treatment of eSRD and other extracorporeal therapies.

Management evaluates each segment using measures that reflect all of the segment’s controllable revenues 
and expenses. With respect to the performance of business operations, management believes that the most appro-
priate measures are revenue, operating income and operating income margin. The Company does not include income 
taxes as it believes this is outside the segments’ control. Financing is a corporate function, which the Company’s 
segments do not control. Therefore, the Company does not include interest expense relating to financing as a seg-
ment measurement. Similarly, the Company does not allocate certain costs, which relate primarily to certain head-
quarters’ overhead charges, including accounting and finance, because the Company believes that these costs are 
also not within the control of the individual segments. Production of products, production asset management, 
quality management and procurement related to production are centrally managed at Corporate. The Company’s 
global research and development is also centrally managed at Corporate. These corporate activities do not fulfill the 
definition of a segment according to IFRS 8. Products are transferred to the segments at cost; therefore no internal 
profit is generated. The associated internal revenue for the product transfers and their elimination are recorded as 
corporate activities. Capital expenditures for production are based on the expected demand of the segments and 
consolidated profitability considerations. In addition, certain revenues, investments and intangible assets, as well as 
any related expenses, are not allocated to a segment but are accounted for as Corporate.

The key data used by the management board of the Company’s General Partner to control the segments are 
based on IFRS figures. Until December 31, 2016 U. S. GAAP based figures were used to control the segments. Thus, the 
segment information was given in accordance with U. S. GAAP. To conform to the current year’s presentation, the 
previous year’s values are adjusted accordingly.

Information pertaining to the Company’s segment and Corporate activities for the twelve-month periods 
ended December 31, 2017, 2016 and 2015 is set forth below : 
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5.75 SEGMENT AND CORPORATE INFORMATION
in € THOUS

 

North 
 America 
 Segment

EMEA 
 Segment

Asia-Pacific 
Segment

Latin  
 America  
Segment Segment Total Corporate  Total

2017

Revenue external customers 12,878,665 2,547,055 1,623,312 719,792 17,768,824 14,748 17,783,572

Inter-segment revenue 1,898 16 356 374 2,644 (2,644) –

 REVENUE 12,880,563 2,547,071 1,623,668 720,166 17,771,468 12,104 17,783,572

 OPERATING INCOME 2,086,391 443,725 313,042 58,349 2,901,507 (539,068) 2,362,439

Interest – – – – – – (353,890)

 INCOME BEFORE INCOME 
TAXES – – – – – – 2,008,549

Depreciation and amortization (398,235) (119,044) (45,401) (17,929) (580,609) (154,870) (735,479)

Income (loss) from equity method 
investees 71,739 (7,159) 1,919 700 67,199 – 67,199

Total assets 15,556,059 3,585,486 2,074,150 670,126 21,885,821 2,139,307 24,025,128

  thereof investment in equity 
method investees 342,462 181,870 98,281 24,396 647,009 – 647,009

Additions of property, plant and 
 equipment and intangible assets 526,652 130,755 52,861 41,637 751,905 241,052 992,957

2016

Revenue external customers 12,030,093 2,409,110 1,474,132 643,373 16,556,708 13,007 16,569,715

Inter-segment revenue 3,105 – 31 241 3,377 (3,377) –

 REVENUE 12,033,198 2,409,110 1,474,163 643,614 16,560,085 9,630 16,569,715

 OPERATING INCOME 1,936,079 474,396 289,434 59,162 2,759,071 (350,169) 2,408,902

Interest – – – – – – (366,369)

 INCOME BEFORE INCOME 
TAXES – – – – – – 2,042,533

Depreciation and amortization (389,217) (109,128) (43,344) (15,577) (557,266) (144,270) (701,536)

Income (loss) from equity method 
investees 58,547 (2,637) 1,372 1,357 58,639 – 58,639

Total assets 17,281,852 3,576,784 1,762,903 691,980 23,313,519 2,190,021 25,503,540

  thereof investment in equity 
method investees 289,400 187,169 96,513 25,072 598,154 – 598,154

Additions of property, plant and 
 equipment and intangible assets 522,406 118,671 49,907 33,414 724,398 248,936 973,334

2015

Revenue external customers 11,016,596 2,369,255 1,353,273 690,783 15,429,907 24,951 15,454,858

Inter-segment revenue 4,770 1 129 403 5,303 (5,303) –

 REVENUE 11,021,366 2,369,256 1,353,402 691,186 15,435,210 19,648 15,454,858

 OPERATING INCOME 1,648,193 522,310 269,841 43,428 2,483,772 (355,271) 2,128,501

Interest – – – – – – (352,825)

 INCOME BEFORE INCOME 
TAXES – – – – – – 1,775,676

Depreciation and amortization (360,012) (103,641) (40,178) (13,371) (517,202) (130,965) (648,167)

Income (loss) from equity method 
investees 18,746 6,147 2,277 1,178 28,348 – 28,348

Total assets 1 15,816,770 3,010,906 1,580,433 555,187 20,963,296 2,282,986 23,246,282

  thereof investment in equity 
method investees 237,487 189,237 95,537 23,694 545,955 – 545,955

Additions of property, plant and 
 equipment and intangible assets 461,846 117,593 42,594 45,002 667,035 244,372 911,407

1 Prior year information was adjusted to conform to the current year’s presentation due to a reclass of deferred taxes at December 31, 2015 in the amount 
of € 154,181. 
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For the geographic presentation, revenues are attributed to specific countries based on the end user’s location for 
products and the country in which the service is provided. Information with respect to the Company’s geograph-
ic operations is set forth in the table below :

5.76 GEOGRAPHIC PRESENTATION 
in € THOUS

 

Germany North America Rest of the World Total

2017

Revenue external customers 433,105 12,878,665 4,471,802 17,783,572

Long-lived assets 908,633 13,037,452 3,131,506 17,077,591

2016

Revenue external customers 380,887 12,030,093 4,158,735 16,569,715

Long-lived assets 838,121 14,380,369 2,863,802 18,082,292

2015

Revenue external customers 360,884 11,016,596 4,077,378 15,454,858

Long-lived assets 496,756 13,500,024 2,593,004 16,589,784

27.  SUBSEQUENT EVENTS

No significant activities have taken place subsequent to the balance sheet date December 31, 2017 that have a mate-
rial impact on the key figures and earnings presented. Currently, there are no other significant changes in the Com-
pany’s structure, management, legal form or personnel.

28.  COMPENSATION OF THE MANAGEMENT BOARD AND THE SUPERVISORY BOARD

I. Compensation of the Management Board of the General Partner 

The total compensation of the members of the Management Board of Fresenius Medical Care Management AG 
for the fiscal year 2017 amounted to € 23,302 ( 2016 : € 23,626 ) and consisted of non-performance-related compen-
sation ( including additional benefits ) in the total amount of € 5,768 ( 2016 : € 5,535 ), short-term performance-relat-
ed compensation in the total amount of € 8,640 ( 2016 : € 8,641 ) and components with long-term incentive effects 
( multi-year variable remuneration ) in the total amount of € 8,894 ( 2016 : € 9,450 ). Components with long-term 
incentive effects, which were granted in or for the 2017 fiscal year, include exclusively share-based compensation 
with cash settlement.

Under the Fresenius Medical Care Long-Term Incentive Plan 2016 ( hereinafter : LTIP 2016 ), a total of 73,746 per-
formance shares ( in 2016 : 79,888 ) were allocated to the members of the Management Board of Fresenius Medical 
Care Management AG, in the fiscal year 2017. The fair value of the performance shares granted in the fiscal year 2017 
was € 75.12 ( in 2016 : € 76.80 ) each for grants denominated in euro and $ 86.39 ( in 2016 : $ 85.06 ) each for grants denom-
inated in U. S. dollar on the grant date.

Due to the fact that the targets were met in the fiscal year 2017, in addition to the performance shares 
granted under the LTIP 2016, the Management Board members of Fresenius Medical Care Management AG were 
entitled to further share-based compensation with cash settlement in the amount of € 3,418 ( 2016 : € 3,281 ). 

At the end of fiscal year 2017, the members of the Management Board of Fresenius Medical Care Manage-
ment AG held a total of 150,993 performance shares ( 2016 : 79,888 ) and 73,432 phantom stock ( 2016 : 81,019 ). In 
addition, they held a total of 819,491 stock options at the end of fiscal year 2017 ( 2016 : 1,010,784 stock options ).

As of December 31, 2017, aggregate pension obligations of € 21,753 ( December 31, 2016 : € 24,908 ) existed 
relating to existing pension commitments. In the fiscal year 2017, the appropriation to the pension reserves amount-
ed to € 212 ( 2016 : € 4,035 ).

In the fiscal year 2017, no loans or advance payments of future compensation components were made to 
members of the Management Board of Fresenius Medical Care Management AG.

To the extent permitted by law, Fresenius Medical Care Management AG undertook to indemnify the mem-
bers of the Management Board from claims against them arising out of their work for the Company and its 
affiliates, if such claims exceed their liability under German law. To secure such obligations, the Company has 
concluded a Directors & Officers liability insurance with an excess in compliance with the specifications according 
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to German stock corporation law. The indemnity covers each member of the Management Board during their 
respective term on the Management Board and also for claims that arise in connection therewith after the respec-
tive termination of their term.

Mr. Dominik Wehner, who was a member of the Management Board until the end of December 31, 2017, 
receives all compensation components he is entitled to for the fiscal year. It was agreed with respect to the com-
pensation components he is entitled to by contract for the period from January 1, 2018 to March 31, 2022 that 
Mr. Dominik Wehner will receive annual basic compensation of € 425 and an annual bonus of 30 % of his basic com-
pensation and that he is entitled to fringe benefits such as the private use of his company car, contributions to 
financial planning, insurance benefits and contributions to pension and health insurance in a total amount of approx-
imately € 42 p. a. The compensation components granted to Mr. Dominik Wehner under the Fresenius Medical Care 
Long-Term Incentive Program 2011, the LTIP 2016 and the Share Based Award must be paid or can be exercised, as the 
case may be, by the relevant regular vesting date pursuant to the applicable conditions. Except for the Share Based 
Award for 2017, Mr. Dominik Wehner will no longer be granted any components with long-term incentive effects as 
of the fiscal year 2018 ( including ).

In the fiscal year, Mr. Ronald Kuerbitz, who was a member of the Management Board until February 17, 2017, 
received fixed compensation ( in the amount of € 109 ) and fringe benefits ( in the amount of € 43 ). For the fiscal year 
2017, Mr. Ronald Kuerbitz was not granted any one-year or multi-year variable compensation components. The long-
term compensation components in the amount of € 977 granted and vested by February 17, 2017 pursuant to the 
applicable conditions were fully paid to him in the fiscal year 2017. All long-term compensation components granted 
and not vested by February 17, 2017 have been cancelled without substitution. As of February 17, 2017, Mr. Ronald 
Kuerbitz receives annual non-compete compensation of € 538 for the post-employment non-compete obligation 
agreed. In addition, Mr. Ronald Kuerbitz received one-off compensation of € 852 which had been agreed with him in 
the context of his resignation from the Management Board of the General Partner. The payment of this compensa-
tion is linked to the successful completion of various projects, part of which have not yet been completed as at the 
time of the agreement, and thus ensures that Mr. Ronald Kuerbitz’s involvement even after his resignation from the 
Management Board. After the end of his service agreement, he acts as advisor to National Medical Care, Inc. as of 
August 14, 2017 until the end of August 13, 2018. The consideration to be granted for such services ( including reim-
bursement of expenses ) amounts to € 55 for the fiscal year.

Mr. Roberto Fusté, who resigned the Management Board as of March 31, 2016, received pension payments in 
the amount of € 239 ( 2016 : € 0 ) in the fiscal year. Additionally, Mr. Roberto Fusté received a compensation in connec-
tion with his post-contractual non-compete clause in the amount of € 377 as well as an advisory fee in the amount 
of € 377 as agreed in the agreement for his advisory to the Chairman of the Management Board concluded on the 
occasion of the termination of his service agreement with effect as of December 31, 2016.

To Prof. Emanuele Gatti, who was a member of the Management Board until March 31, 2014, pension payments 
were made in the fiscal year 2017 in a total amount of € 338 ( 2016 : € 338 ) without any fringe benefits during the fiscal 
year ( 2016 : € 7 ). Prof. Emanuele Gatti was additionally granted and paid in the fiscal year 2017 a partial compensation 
in connection with his post-contractual non-compete clause in the amount of € 163 ( 2016 : € 488 ).

Dr. Rainer Runte, who also resigned from office as a member of the Management Board effective from March 31, 
2014, did not receive any annual non-compete compensation in the fiscal year for his post-contractual non-compete 
obligation, since it was not effective anymore in the fiscal year ( 2016 : € 486 ). A consulting agreement was entered 
into with Dr. Rainer Runte for the period beginning March 1, 2017 which term meanwhile has been extended until 
March 31, 2018. The annual consideration to be granted by Fresenius Medical Care Management AG for such services 
amounts to € 165 for the fiscal year. 

Fresenius Medical Care Management AG and Dr. Ben Lipps, the Chairman of the Management Board until 
December 31, 2012, entered into a consulting agreement, in lieu of a pension agreement, for the period January 1, 
2013 to December 31, 2022; meanwhile, the term of this agreement has been reduced in the fiscal year 2017 to Decem-
ber 31, 2021. On the basis of this consulting agreement during the fiscal year a consulting compensation amounting 
to € 580 ( 2016 : € 585 ) including the reimbursement of expenses were paid to Dr. Ben Lipps. 

Other than that, the former members of the Management Board of Fresenius Medical Care Management AG 
did not receive any compensation in the fiscal year 2017. As of December 31, 2017 the pension obligations vis-à-vis 
these persons amounted to a total of € 21,930 ( December 31, 2016 : € 20,469 ). 

A post-employment non-competition covenant was agreed upon with all members of the Management Board. 
If such covenant becomes applicable, the Management Board members receive a compensation for non-competition 
amounting to half of their respective annual fixed compensation for each year of the respective application of the 
non-competition covenant, up to a maximum of two years.

FMc AG & co. KGAA publishes detailed and individualized information for each member of the Management 
Board of Fresenius Medical Care Management AG on the components of their compensation as well as on the shares 
owned by members of the Management Board in its Compensation Report, which is part of the management report 
and which can be accessed on Company’s website under http://www.freseniusmedicalcare.com/en/home/investors/
corporate-governance/declaration-of-compliance/ .

http://www.freseniusmedicalcare.com/en/home/investors/corporate-governance/declaration-of-compliance/
http://www.freseniusmedicalcare.com/en/home/investors/corporate-governance/declaration-of-compliance/
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II. Compensation of the supervisory board

In fiscal year 2017 the total compensation fees to all members of the Supervisory Board of FMc AG & co. KGAA amount-
ed to € 876 ( 2016 : € 552 ). This includes a fixed compensation of € 409 ( 2016 : € 366 ) as well as a compensation to all 
members of the Audit Committee of € 185 ( 2016 : € 179 ). Additionally, for the previous year the entitlement to a payment 
of variable performance-related compensation of € 282 ( 2016 : € 0 ) was generated. Furthermore, in fiscal year 2017 the 
members of the Supervisory Board which are also members of the Joint Committee of FMc AG & co. KGAA, receive 
attendance fees of € 0 ( 2016 : € 7 ) pursuant to Article 13 e para. 3 of the articles of association.

The compensation of the supervisory board of the Fresenius Medical Care Management AG and the compen-
sation of its Committees was, in compliance with article 7 para. 3 of the Articles of Association of FMc AG & co. KGAA, 
charged to FMc AG & co. KGAA. In fiscal year 2017 the total compensation for the members of the supervisory board 
of the Fresenius Medical Care Management AG amounted to € 1,039 ( 2016 : € 714 ). This includes fixed compensation 
components for the work in the supervisory board in the amount of € 357 ( 2016 : € 330 ) and compensation components 
for the work in the Committees of € 447 ( 2016 : € 384 ). Additionally, for the previous year the entitlement to a payment 
of variable performance-related compensation of € 235 ( 2016 : € 0 ) was generated.

29.  PRINCIPAL ACCOUNTANT FEES AND SERVICES

In 2017, 2016 and 2015, fees for the auditor KPMG AG Wirtschaftsprüfungsgesellschaft, Berlin, and its affiliates were 
expensed as follows :

5.77 FEES
in € THOUS

2017 2016 2015
 

Consolidated 
group

thereof 
 Germany

Consolidated 
group

thereof 
 Germany

Consolidated 
group

thereof 
 Germany

Audit fees 8,629 1,232 7,896 1,060 7,831 1,052

Audit-related fees 59 18 53 42 101 17

Tax fees 830 169 164 – 198 –

Other fees 716 110 4,703 4,689 5,066 5,063

The current lead engagement partner for the audit of the consolidated financial statements assumed responsibil-
ity in 2017.

Audit fees are the aggregate fees billed by KPMG for the audit of the Company’s consolidated financial state-
ments and the statutory financial statements of FMc AG & co. KGAA and certain of its subsidiaries, reviews of interim 
financial statements and attestation services that are provided in connection with statutory and regulatory filings or 
engagements. Fees related to the audit of internal control over financial reporting are included in audit fees. Audit-re-
lated fees are fees charged by KPMG for assurance and related services that are reasonably related to the performance 
of the audit or review of the Company’s financial statements and are not reported under audit fees. This category 
comprises fees billed for comfort letters, consultation on accounting issues, the audit of employee benefit plans and 
pension schemes, agreed-upon procedure engagements and other attestation services subject to regulatory require-
ments. Tax fees are fees for professional services rendered by KPMG for tax compliance, tax advice on implications 
for actual or contemplated transactions, tax consulting associated with international transfer prices, and expatriate 
employee tax services, as well as support services related to tax audits. Other fees include amounts related to supply 
chain consulting fees.

Fees billed by KPMG for non-audit services in Germany include fees for the services described above within the 
audit-related fees, tax fees and other fees.
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30.  CORPORATE GOVERNANCE 

The Management Board of the General Partner, represented by Fresenius Medical Care Management AG, and the 
Supervisory Board of Fresenius Medical Care AG & Co. KGaA have issued a compliance declaration pursuant to Section 
161 of the German Stock Corporation Act ( AktG ). The Company has frequently made this declaration available to the 
public by publishing it on its website : http://www.freseniusmedicalcare.com/en/home/investors/corporate-governance/
declaration-of-compliance/.

31.  PROPOSAL FOR THE DISTRIBUTION OF EARNINGS

It is proposed that the earnings of Fresenius Medical Care AG & Co. KGaA for the fiscal year 2017 will be distributed 
as follows :

5.78 PROPOSAL FOR THE DISTRIBUTION OF EARNINGS
in € THOUS, except for share data 

 

Payment of a dividend of € 1.06 per share on share capital of € 306,451 entitled to receive dividends 324,838

Balance to be carried forward 4,629,569

 TOTAL 4,954,407

Hof an der Saale,  
February 26, 2018

Fresenius Medical Care AG & Co. KGaA
Represented by the General Partner
Fresenius Medical Care Management AG

Management Board

RICE POwELL MICHAEL BROSNAN DR. OLAF SCHERMEIER

wILLIAM VALLE  KENT wANZEK HARRY DE wIT

http://www.freseniusmedicalcare.com/en/home/investors/corporate-governance/declaration-of-compliance/
http://www.freseniusmedicalcare.com/en/home/investors/corporate-governance/declaration-of-compliance/
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SUPERVISORY 
BOARD AND 
 MANAGEMENT 
BOARD

SUPERVISORY BOARD

Dr. Gerd Krick
Chairman

Member of the Supervisory Boards of :
Fresenius Management Se ( Chairman )
Fresenius Se & Co. KGaA ( Chairman )
Fresenius Medical Care Management AG
Vamed AG, Austria ( Chairman )

Dr. Dieter Schenk
Vice Chairman
Attorney and Tax Advisor

Member of the Supervisory Boards of :
Fresenius Management Se ( Vice Chairman )
Fresenius Medical Care Management AG  
( Vice Chairman )
Bank Schilling & Co. AG ( Chairman )
Gabor Shoes AG ( Chairman )
Greiffenberger AG ( Vice Chairman, until May 7, 2017 )
ToPTIcA Photonics AG ( Chairman )

Member of the Foundation Board of : 
Else Kröner-Fresenius-Stiftung ( Chairman )

Rolf A. Classon

Member of the Supervisory Board of :
Fresenius Medical Care Management AG 

Member of the Board of Directors of :
Hill-Rom Holdings, Inc., U. S. ( Chairman )
Tecan Group Ltd., Switzerland ( Chairman )
Catalent, Inc., U. S. ( Non-Executive Director )
Perrigo Company plc, Ireland  
( Non-Executive Director, since May 8, 2017 ) 

william P. Johnston
Operating Executive of The Carlyle Group L. P., U. S.

Member of the Supervisory Board of :
Fresenius Medical Care Management AG 

Member of the Board of Directors of :
The Hartford Mutual Funds, Inc., U. S. ( Chairman )
HcR-Manor Care, Inc., U. S. ( Non-Executive Director )

Deborah Doyle Mcwhinney 
Lloyds Banking Group plc, Great Britain  
( Non-Executive Director )
Fluor Corporation, U. S. ( Non-Executive Director )
IHS Markit Ltd., Great Britain ( Non-Executive Director )

Pascale witz 

Member of the Board of Directors of : 
Savencia S. A., France ( Non-Executive Director )
Horizon Pharma plc, U. S.  
( Non-Executive Director, since August 3, 2017 )
Regulus Therapeutics Inc., U. S.  
( Non-Executive Director, since June 1, 2017 )
Perkin Elmer Inc., U. S.  
( Non-Executive Director, since October 30, 2017 )
PWH Advisors SASU, France  
( President and Chief Executive Officer,  
since November 10, 2017 )

SUPERVISORY BOARD COMMITTEES

Audit and Corporate Governance Committee 
William P. Johnston ( Chairman )
Rolf A. Classon ( Vice Chairman )
Dr. Gerd Krick
Deborah Doyle McWhinney

Nomination Committee
Dr. Gerd Krick ( Chairman )
Dr. Dieter Schenk ( Vice Chairman )
Rolf A. Classon 

Joint Committee 1
Rolf A. Classon 
William P. Johnston
Dr. Gerd Krick 2

1 Additional member of the Joint Committee as representative of Fresenius Medical Care Management AG is Stephan Sturm ( Chairman ).  
He is not a member of the Supervisory Board of FMC AG & Co. KGaA.

2 Member of the Joint Committee as representative of Fresenius Medical Care Management AG.
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MANAGEMENT BOARD OF THE GENERAL 
PARTNER FRESENIUS MEDICAL CARE 
MANAGEMENT AG

Rice Powell
Chairman and Chief Executive Officer 

Member of the Management Boards of :
Fresenius Medical Care Holdings, Inc., U. S.  
( Chairman of the Board of Directors )
Fresenius Management Se, General Partner of 
Fresenius Se & Co. KGaA 

Member of the Board of Administration of : 
Vifor Fresenius Medical Care Renal Pharma Ltd., 
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REPRODUCTION OF 
THE INDEPENDENT 
AUDITOR’S REPORT

Based on the results of our audit, we have issued the 
following unqualified audit opinion :

INDEPENDENT 
 AUDITOR’S REPORT

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

REPORT ON THE AUDIT 
OF THE CONSOLIDATED 
FINANCIAL STATEMENTS 
AND OF THE GROUP 
MANAGEMENT REPORT

OPINIONS

We have audited the consolidated financial statements 
of Fresenius Medical Care AG & Co. KGaA and its subsid-
iaries ( the Group ), which comprise the consolidated 
statement of financial position as of December 31, 2017, 
and the consolidated statement of income, the consoli-
dated statements of operations and comprehensive 
income or loss, consolidated statement of changes in 
equity and consolidated statement of cash flows for the 
financial year from January 1 to December 31, 2017, and 
notes to the consolidated financial statements, including 
a summary of significant accounting policies. In addition, 
we have audited the Group Management Report of 
Fresenius Medical Care AG & Co. KGaA for the financial 
year from January 1 to December 31, 2017. 

In our opinion, on the basis of the knowledge 
obtained in the audit,
 the accompanying consolidated financial state-

ments comply, in all material respects, with the 
IFRSS as adopted by the eU, and the additional re-
quirements of German commercial law pursuant 
to Section 315 e ( 1 ) HGB [ Handelsgesetzbuch : Ger-
man Commercial Code ] and, in compliance with 
these requirements, give a true and fair view of 
the assets, liabilities, and financial position of the 
Group as of December 31, 2017, and of its financial 
performance for the financial year from January 1 
to December 31, 2017, and

 the accompanying Group Management Report as a 
whole provides an appropriate view of the Group’s 
position. In all material respects, this Group Man-
agement Report is consistent with the consolidated 

financial statements, complies with German legal 
requirements and appropriately presents the oppor-
tunities and risks of future development. 

Pursuant to Section 322 ( 3 ) sentence 1 HGB, we declare 
that our audit has not led to any reservations relating to 
the legal compliance of the consolidated financial state-
ments and of the Group Management Report.

BASIS FOR THE OPINIONS

We conducted our audit of the consolidated finan-
cial statements and of the Group Management Report 
in accordance with Section 317 HGB and eU Audit Reg-
ulation No. 537 / 2014 ( referred to subsequently as 

“eU Audit Regulation” ) and in compliance with German 
Generally Accepted Standards for Financial Statement 
Audits promulgated by the Institut der Wirtschafts-
prüfer [ Institute of Public Auditors in Germany ] ( IDW ). 
Our responsibilities under those requirements and prin-
ciples are further described in the “Auditor’s Responsi-
bilities for the Audit of the Consolidated Financial 
Statements and of the Group Management Report” 
section of our auditor’s report. We are independent of 
the group entities in accordance with the requirements 
of European law and German commercial and profes-
sional law, and we have fulfilled our other German 
professional responsibilities in accordance with these 
requirements. In addition, in accordance with Article 
10 ( 2 ) point ( f ) of the eU Audit Regulation, we declare 
that we have not provided non-audit services pro-
hibited under Article 5 ( 1 ) of the eU Audit Regulation. 
We believe that the evidence we have obtained is suf-
ficient and appropriate to provide a basis for our opin-
ions on the consolidated financial statements and on 
the Group Management Report.

KEY AUDIT MATTERS IN THE AUDIT 
OF THE CONSOLIDATED FINANCIAL 
STATEMENTS

Key audit matters are those matters that, in our profes-
sional judgment, were of most significance in our audit 
of the consolidated financial statements for the financial 
year from January 1 to December 31, 2017. These matters 
were addressed in the context of our audit of the con-
solidated financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate 
opinion on these matters.

Impairment of goodwill

Please refer to note 1 f to the consolidated financial state-
ments for information on the accounting policies applied. 
Details on the assumptions used can be found under 
note 2 a to the consolidated financial statements. Please 
see note 11 to the consolidated financial statements for 
information on the amount of goodwill.
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The financial statement risk
Goodwill recognized in the consolidated financial state-
ments of Fresenius Medical Care AG & Co. KGaA as of 
December 31, 2017, amounts eUR 12.1 billion, representing 
approx. 50 % of total assets and thus having a material 
effect on the Group’s financial position.

Impairment testing of goodwill is complex and 
greatly dependent on Fresenius Medical Care’s assess-
ment of future business performance. Impairment test-
ing is subject to a multitude of assumptions. These 
assumptions particularly incorporate future reimburse-
ment rates and sales prices, the number of treatments, 
sales volumes and costs, as well as future growth rates 
of the respective cash-generating units. Furthermore, an 
interest rate must be determined to discount future cash 
flows. These assumptions are subject to uncertainty by 
their very nature.

Based on the impairment tests conducted, the 
Company did not identify any need to recognize impair-
ment losses.

There is the risk for the consolidated financial 
statements that the need to recognize impairment loss-
es is not realized. There is also the risk that the disclo-
sures in the notes on impairment testing are not appro-
priate or are incomplete.

Our audit approach
To test impairment of goodwill, we verified the appro-
priateness of the key value-determining assumptions 
and parameters used for the budget. We assessed the 
controls established by the Company to ensure that the 
underlying assumptions and parameters ( including the 
budget and projections ) are up to date based on devel-
opments of the respective relevant markets and to 
ensure that the budget is approved by the supervisory 
board for their appropriateness and effectiveness. We 
reconciled the budgets used for discounted cash flow 
calculations to the budget approved by the supervisory 
board for 2018 - 2020 and to the medium-term planning 
for the subsequent years.

We also confirmed the accuracy of the Company’s 
previous forecasts by comparing the budgets of previous 
financial years with actual earnings and by analyzing 
deviations.

We referred to market data and market analyses 
conducted by Fresenius Medical Care AG & Co. KGaA to 
assess the key value-determining assumptions and 
parameters used for determining the discount rate 
( WAcc ) and growth rates. To ensure the computational 
accuracy of impairment testing including the valuation 
model used, we verified the Company’s calculations on 
the basis of selected risk-based elements. To this end, we 
also assessed whether the valuation methods are consis-
tent with the applicable accounting policies. Particularly 
for cGUS where the recoverable amount only marginally 
exceeds the carrying amount, we conducted our own 
sensitivity analyses to simulate the effects of changes to 
individual assumptions and parameters.

Finally, we assessed whether the disclosures in the 
notes on impairment of goodwill are appropriate and 
complete.

Our observations
The valuation methods are consistent with the applicable 
accounting policies. The assumptions and parameters 
used for valuation are appropriate overall.

The required disclosures in the notes on impair-
ment testing of goodwill are appropriate and complete.

Complete recognition and measurement 
of provisions for self-insurance programs

Please refer to note 2 d to the consolidated financial state-
ments for information on the accounting policies applied. 
Please see note 12 to the consolidated financial statements 
for information on movements in provisions.

The financial statement risk
The Company has an insurance program through its 
largest subsidiary ( based in North America ) comprising 
professional, product and general liability, as well as for 
damage to cars, employee compensation claims and 
compensation claims for medical malpractice, and 
thereby bears risks itself to a certain extent. The provi-
sions for self-insurance programs recognized in the con-
solidated financial statements of Fresenius Medical 
Care AG & Co. KGaA as of December 31, 2017, amount to 
eUR 223.5 million and cover the estimated future pay-
ments for reported claims and for incurred but not 
reported claims.

Recognition and measurement of provisions for 
self-insurance programs is complex and subject to 
judgment, as Fresenius Medical Care must refer to his-
torical values ( historical experience ) to make estimates, 
particularly with respect to claims incidence ( number ) 
and claims severity ( cost ). These assumptions are sub-
ject to uncertainty by their very nature. To confirm the 
values that the Group determines itself, Fresenius 
Medical Care engages external actuaries for selected 
self-insurance programs. There is the risk for the con-
solidated financial statements that the provisions for 
self-insurance programs are not fully recognized or 
measured inappropriately.
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Our audit approach
We assessed the controls established by the Group to 
ensure that the underlying items are recognized in full 
and that the underlying assumptions and parameters are 
appropriate and suitable, for their appropriateness and 
effectiveness.

To evaluate the assumptions as well as recognition 
and valuation methods applied, we involved our own 
actuaries in the audit team. With their help, we analyzed 
and evaluated the assumptions and parameters used by 
the Company ( such as factors determining claims ), also 
taking into account the values determined by the exter-
nal actuaries engaged by Fresenius Medical Care. We 
evaluated the competence, professional skills and impar-
tiality of the external actuaries. Furthermore, we deter-
mined a range based on our own expected value and 
assessed whether the provision amount determined by 
Fresenius Medical Care was within this range.

Our observations
The methods used for recognition and measurement are 
consistent with the applicable accounting policies. The 
underlying assumptions and parameters are appropriate.

Recognition and measurement of the 
provision relating to U. S. Foreign Corrupt 
Practices Act investigations

Please refer to note 1 r to the consolidated financial state-
ments for information on the accounting policies applied. 
Please refer to note 12 for the provision recognized. Explan-
atory notes on the processes and current investigations 
can be found in note 22 to the consolidated financial state-
ments and in the Group Management Report in the sec-
tion “Risks and opportunities – risk management”.

The financial statement risk
Some aspects of the Company’s business involve com-
peting for contracts with customers that are directly or 
indirectly related to government. This type of business 
and the tender processes that typically accompany it 
entail risks of non-compliance with legal requirements. 
The Company also operates in a number of countries 
where it is normal business practice to deploy external 
sales representatives.

In 2012, the Company was made aware of practic-
es in countries outside the USA that could constitute a 
violation of the U. S. Foreign Corrupt Practices Act ( FcPA ) 
or other anti-corruption legislation. Following this, the 
company’s supervisory board conducted its own investi-
gations through its Audit & Corporate Governance Com-
mittee, which also involved consulting external lawyers. 
The findings of the investigations were presented to the 
competent U. S. government authorities ( Securities and 
Exchange Commission and the Department of Justice ) 
on several occasions.

A violation of legal provisions in this context can 
lead to fines, penalty payments, prosecution, claims for 
damages and restrictions placed on future business 
operations, which could have a material effect on the 

Company’s financial performance. To avoid court pro-
ceedings, the Company is currently in discussions with 
the U. S. government authorities in respect of a potential 
settlement. These discussions are still ongoing; a legal 
dispute with one or both authorities is therefore possible 
in the event of failure of the negotiations.

On the basis of the ongoing settlement negotia-
tions, the Company has formed a provision of € 200.0 M, 
which is assessed to be an estimate of the settlement 
amount. The provision takes account of claims by gov-
ernment authorities for the seizure of profits as well as 
provisions for fines and penalties, certain legal fees and 
other associated costs or impairment losses. Both recog-
nition and measurement of this provision are based on 
estimates of Fresenius Medical Care AG & Co. KGaA that 
require judgment.

There is the risk for the consolidated financial 
statements that the provision recognized for this pur-
pose is insufficient or excessive.

There is also the risk that the required disclosures 
in the notes are incomplete or not appropriate.

Our audit approach
We received regular updates on the findings of the inter-
nal investigations and on how the meetings with the U. S. 
government agencies were proceeding. For this purpose, 
we mainly consulted the client representatives of the 
Corporate Legal and Corporate Compliance departments 
and obtained information from the lawyers who had 
carried out the investigation for the Company. Moreover, 
the Company provided us with written confirmation of 
the current state of affairs.

We also held discussions with the Chairman of the 
Supervisory Board, the Chairman of the Audit & Corpo-
rate Governance Committee, members of the Manage-
ment Board and contact persons from Corporate 
Accounting, Corporate Compliance and Corporate Legal. 
We assessed written correspondence with relevant 
authorities with the assistance of our internal lawyers 
and evaluated underlying documents and minutes.

On the basis of this information, we assessed 
the assumptions made by Fresenius Medical Care AG & 
Co. KGaA overall to determine the provision and 
reviewed the calculation of the provision for computa-
tional accuracy.

We also assessed the completeness and accuracy 
of the disclosures in the notes relating to the matter.

Our observations
Recognition of the provision for potential violations of 
the FcPA is appropriate. The provision amount has been 
accurately calculated and the assumptions of Fresenius 
Medical Care AG & Co. KGaA underlying this calculation 
are appropriate.

The notes include all required information relating 
to this matter.
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OTHER INFORMATION

The parent company’s management is responsible for 
the other information. The other information comprises 
the annual report, with the exception of the audited 
consolidated financial statements and Group Manage-
ment Report and our auditor’s report.

Our opinions on the consolidated financial state-
ments and on the Group Management Report do not 
cover the other information, and consequently we do 
not express an opinion or any other form of assurance 
conclusion thereon. 

In connection with our audit, our responsibility is 
to read the other information and, in doing so, consider 
whether the other information
 is materially inconsistent with the consolidated 

financial statements, with the Group Management 
Report or our knowledge obtained in the audit, or 

 otherwise appears to be materially misstated. 

In accordance with our engagement letter, we conduct-
ed a separate assurance engagement of the non-finan-
cial statement. Please refer to our assurance report dated 
February 26, 2018 for information on the nature, scope 
and findings of this assurance engagement.

RESPONSIBILITIES OF MANAGEMENT 
AND THE SUPERVISORY BOARD 
FOR THE CONSOLIDATED FINANCIAL 
STATEMENTS AND THE 
GROUP  MANAGEMENT REPORT

Management is responsible for the preparation of the 
consolidated financial statements that comply, in all 
material respects, with IFRSS as adopted by the eU and 
the additional requirements of German commercial law 
pursuant to Section 315 e ( 1 ) HGB and that the consoli-
dated financial statements, in compliance with these 
requirements, give a true and fair view of the assets, 
liabilities, financial position, and financial performance 
of the Group. In addition, management is responsible for 
such internal control as they have determined necessary 
to enable the preparation of consolidated financial state-
ments that are free from material misstatement, wheth-
er due to fraud or error.

In preparing the consolidated financial statements, 
management is responsible for assessing the Group’s 
ability to continue as a going concern. They also have the 
responsibility for disclosing, as applicable, matters relat-
ed to going concern. In addition, they are responsible for 
financial reporting based on the going concern basis of 
accounting unless there is an intention to liquidate the 
Group or to cease operations, or there is no realistic alter-
native but to do so.

Furthermore, management is responsible for the 
preparation of the Group Management Report that, as 
a whole, provides an appropriate view of the Group’s 
position and is, in all material respects, consistent with 
the consolidated financial statements, complies with 
German legal requirements, and appropriately presents 
the opportunities and risks of future development. In 
addition, management is responsible for such arrange-
ments and measures ( systems ) as they have considered 
necessary to enable the preparation of a Group Manage-
ment Report that is in accordance with the applicable 
German legal requirements, and to be able to provide 
sufficient appropriate evidence for the assertions in the 
Group Management Report.

The supervisory board is responsible for oversee-
ing the Group’s financial reporting process for the prepa-
ration of the consolidated financial statements and of 
the Group Management Report.

AUDITOR’S RESPONSIBILITIES FOR 
THE AUDIT OF THE CONSOLIDATED 
FINANCIAL STATEMENTS AND OF 
THE GROUP MANAGEMENT REPORT

Our objectives are to obtain reasonable assurance about 
whether the consolidated financial statements as a 
whole are free from material misstatement, whether due 
to fraud or error, and whether the Group Management 
Report as a whole provides an appropriate view of the 
Group’s position and, in all material respects, is consis-
tent with the consolidated financial statements and the 
knowledge obtained in the audit, complies with the Ger-
man legal requirements and appropriately presents the 
opportunities and risks of future development, as well 
as to issue an auditor’s report that includes our opinions 
on the consolidated financial statements and on the 
Group Management Report. 

Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accor-
dance with Section 317 HGB and the eU Audit Regulation 
and in compliance with German Generally Accepted 
Standards for Financial Statement Audits promulgated 
by the Institut der Wirtschaftsprüfer ( IDW ) will always 
detect a material misstatement. Misstatements can arise 
from fraud or error and are considered material if, indi-
vidually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users 
taken on the basis of these consolidated financial state-
ments and this Group Management Report.
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We exercise professional judgment and maintain 
professional skepticism throughout the audit. We also :
 Identify and assess the risks of material misstate-

ment of the consolidated financial statements and 
of the Group Management Report, whether due 
to fraud or error, design and perform audit proce-
dures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to pro-
vide a basis for our opinions. The risk of not de-
tecting a material misstatement resulting from 
fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intention-
al omissions, misrepresentations, or the override 
of internal control.

 Obtain an understanding of internal control rele-
vant to the audit of the consolidated financial 
statements and of arrangements and measures 
( systems ) relevant to the audit of the Group Man-
agement Report in order to design audit proce-
dures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion 
on the effectiveness of these systems.

 Evaluate the appropriateness of accounting poli-
cies used by management and the reasonableness 
of estimates made by management and related 
disclosures.

 Conclude on the appropriateness of manage-
ment’s use of the going concern basis of account-
ing and, based on the audit evidence obtained, 
whether a material uncertainty exists related to 
events or conditions that may cast significant 
doubt on the Group’s ability to continue as a go-
ing concern. If we conclude that a material uncer-
tainty exists, we are required to draw attention in 
the auditor’s report to the related disclosures in 
the consolidated financial statements and in the 
Group Management Report or, if such disclosures 
are inadequate, to modify our respective opinions. 
Our conclusions are based on the audit evidence 
obtained up to the date of our auditor’s report. 
However, future events or conditions may cause 
the Group to cease to be able to continue as a 
going concern.

 Evaluate the overall presentation, structure and 
content of the consolidated financial statements, 
including the disclosures, and whether the consol-
idated financial statements present the underlying 
transactions and events in a manner that the con-
solidated financial statements give a true and fair 
view of the assets, liabilities, financial position and 
financial performance of the Group in compliance 
with IFRSS as adopted by the eU and the addition-
al requirements of German commercial law pursu-
ant to Section 315 e ( 1 ) HGB.

 Obtain sufficient appropriate audit evidence re-
garding the financial information of the entities or 
business activities within the Group to express 
opinions on the consolidated financial statements 
and on the Group Management Report. We are 
responsible for the direction, supervision and per-
formance of the group audit. We remain solely 
responsible for our opinions.

 Evaluate the consistency of the Group Manage-
ment Report with the consolidated financial state-
ments, its conformity with [ German ] law, and the 
view of the Group’s position it provides.

 Perform audit procedures on the prospective infor-
mation presented by management in the Group 
Management Report. On the basis of sufficient 
appropriate audit evidence we evaluate, in partic-
ular, the significant assumptions used by manage-
ment as a basis for the prospective information, 
and evaluate the proper derivation of the prospec-
tive information from these assumptions. We do 
not express a separate opinion on the prospective 
information and on the assumptions used as a ba-
sis. There is a substantial unavoidable risk that 
future events will differ materially from the pro-
spective information.

We communicate with those charged with governance 
regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, includ-
ing any significant deficiencies in internal control that we 
identify during our audit.

We also provide those charged with governance 
with a statement that we have complied with the rele-
vant independence requirements, and communicate 
with them all relationships and other matters that may 
reasonably be thought to bear on our independence, 
and where applicable, the related safeguards.

From the matters communicated with those 
charged with governance, we determine those matters 
that were of most significance in the audit of the con-
solidated financial statements of the current period and 
are therefore the key audit matters. We describe these 
matters in our auditor’s report unless law or regulation 
precludes public disclosure about the matter.
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OTHER LEGAL  
AND  REGULATORY 
 REQUIREMENTS

FURTHER INFORMATION PURSUANT 
TO ARTICLE 10 OF THE EU AUDIT 
REGULATION

We were elected as group auditor by the annual general 
meeting on May 11, 2017. We were engaged by the super-
visory board on December 8, 2017. We have been the 
group auditor of Fresenius Medical Care AG & Co. KGaA 
without interruption since the initial public offering in 
1996 of Fresenius Medical Care AG, which was the legal 
predecessor of Fresenius Medical Care AG & Co. KGaA.

We declare that the opinions expressed in this audi-
tor’s report are consistent with the additional report to 
the audit committee pursuant to Article 11 of the eU Audit 
Regulation ( long-form audit report ).

GERMAN PUBLIC 
 AUDITOR RESPONSIBLE 
FOR THE ENGAGEMENT

The German Public Auditor responsible for the engage-
ment is Alexander Bock.

Frankfurt am Main,  
February 26, 2018 

KPMG AG 
Wirtschaftsprüfungsgesellschaft
 ( Original German version signed by: )

BOCK KAST
Wirtschaftsprüfer Wirtschaftsprüfer 
 ( German Public  ( German Public 
Auditor ) Auditor )
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