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The REWE Group is an international retail and tourism group. It consists of two independent
corporate groups with the parents, REWE-ZENTRALFINANZ eG, Cologne (RZF), and REWE - Zentral-
Aktiengesellschaft, Cologne (RZAG).

The combined financial statements of these two corporate groups as at 31 December 2018 have
been combined on a voluntary basis into a single set of financial statements ("Combined Financial
Statements"). The information provided below refers to these Combined Financial Statements. The
accounting policies used are explained in the notes to the Combined Financial Statements.

As at 31 December 2018, the Combined Financial Statements included the parent companies as well
as a total of 412 subsidiaries (previous year: 396).

The Management Boards of RZAG and RZF held meetings on 25 February 2019. At its meeting, the
Management Board of RZAG resolved to transfer all shares with restricted transferability held by the
shareholders of RZAG, with the exception of RZF's shareholders and the "KAM" shareholders, on the
basis of contribution agreements or share purchase and transfer agreements, and proposed to the
Annual General Meeting that it also consent to this. At its meeting, the Management Board of RZF
approved the acquisition of the aforementioned shares and proposed to the Annual General Meeting
that is also consent to this. The Supervisory Boards of RZAG and RZF adopted the resolutions without
amendment on 20 March 2019. The final approvals still required for the effectiveness of the
contribution agreements are to be given at an extraordinary general meeting of RZF and at an
extraordinary general meeting of RZAG on 30 April 2019.

The contributions are to be made in the form of contributions in kind against the grant of additional
shares of RZF. The shareholdings will be determined based on the ratio of fair values calculated for
both groups. The fair values were determined by an external appraiser. The value ratios as at 31
December 2018 serve as the basis for the valuation.

The sales are based on the values in KPMG's expert opinion, which was prepared in accordance with
the requirements of IDW S1 and is dated 27 February 2019.

Following the transfer of shares, RZF will hold a controlling interest of 99.9995 per cent in RZAG. RZF
is expected to acquire the remaining eight shares from the "KAM" shareholders in 2019.

The REWE Group operates in various business segments, which are divided into divisions and
segments.
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Business Segments
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The Retail Germany business segment includes the REWE, Penny Germany and Retail Germany
Central Companies divisions.

In the REWE division, 1,832 supermarkets and consumer stores are operated under the REWE CITY,
REWE CENTER and REWE To Go brands. There are also 2,616 REWE and REWE Dortmund partner
stores, REWE Dortmund stores and nahkauf stores as well as significant large, third-party corporate
customers supplied by the wholesale business. Retail Germany also has an online presence with
REWE.de.

The Penny Germany division operates 2,182 discount stores under the PENNY brand.

In addition to the domestic real estate companies, the Retail Germany Central Companies division
also includes the production and sale of baking items under the Glocken Backerei brand and the
production of meat and sausage products under the Wilhelm Brandenburg brand.

The Retail International business segment covers the Austrian Full-Range Stores, CEE Full-Range
Stores and Penny International divisions. The Austrian and CEE Full-Range Stores divisions operate
supermarkets and consumer stores at a total of 2,847 locations. In Austria, the stores are operated
under the BILLA, MERKUR and ADEG brands. In addition, the wholesale business supplies 378 ADEG
partner stores. The Retail International stores are also represented with the BILLA supermarkets in
Bulgaria, Russia, Slovakia, the Czech Republic and Ukraine. In addition, drug stores are also operated
in Croatia and Austria under the BIPA brand. In Lithuania, supermarkets are operated under the IKI
brand.

In the Penny International division, the PENNY MARKT and PENNY MARKET brands are operated at a
total of 1,505 locations in Italy, Austria, Romania, the Czech Republic and Hungary.

The Travel and Tourism business segment is organised into the Central Europe, Northern Europe,
Eastern Europe and Destination Areas divisions. It comprises a number of tour operators, travel sales
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channels (travel agency chains, franchise sales channels and online portals) as well as destination
agencies and hotels under the DER Touristik umbrella brand. Travel and Tourism business segment
operates in the source markets of Germany, Austria, Switzerland, Eastern Europe, as well as
Scandinavia, Finland, France, the United Kingdom and the Benelux countries through the Kuoni units.
Travel and Tourism mainly trades under the brands ADAC REISEN, Apollo, Club Calimera, DER.COM,
DER Reisebiiro, DERPART, DERTOUR, EXIM Tours, helvetic tours, ITS, Jahn Reisen, KUONI and Meier's
Weltreisen. The Travel and Tourism business segment has a total of 760 physical sales locations.

The DIY Stores (formerly: National Specialist Stores) business segment operates 295 DIY stores in
Germany under the toom Baumarkt and B1 Discount Baumarkt brands. As part of the wholesale
business, 38 partner stores and franchisees are also supplied.

Central services provided by the parent companies and various subsidiaries for group companies and
third parties are combined under the Other business segment. These services are essentially
procurement functions (merchandise wholesale business and warehousing), central settlement, del
credere assumptions, IT services, energy trading (EHA), online retail trade (ZooRoyal and
Weinfreunde), e-commerce services (REWE Digital) as well as coordination of Group-wide advertising
activities.

Locations as at 31/12/2018

. Retail Travel and
Retail Germany ) . DIY Stores Total
International Tourism
552 295

Germany 4,014 - 4,861
Austria - 2,123 - - 2,123
Czech Republic -- 605 41 -- 646
Italy - 373 - - 373
Hungary - 218 8 - 226
Romania - 236 - - 236
Slovakia - 151 13 - 164
Russia - 156 - - 156
Nordic countries* - - 6 - 6
Bulgaria - 124 - - 124
Switzerland - - 74 - 74
United Kingdom - - 48 . 48
Lithuania - 230 - - 230
France - - 16 - 16
Ukraine - 30 - - 30
Croatia - 106 - - 106

Poland - - 2 - 2
T T T I

* Denmark, Finland, Norway and Sweden.
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1. MACROECONOMIC DEVELOPMENT

The economy in Germany also recorded an upswing in 2018: GDP increased by 1.5 per cent (previous
year: 2.5 per cent). However, in comparison to the previous year and the forecasts, this growth was
significantly more subdued. This was due to factors including a weakening of foreign business
attributable to an economic slowdown in Germany's most important sales markets, problems facing
the automotive industry, which had to significantly scale down production on account of new EU
inspections in connection with new vehicle registrations, and increasing production-side bottlenecks,
primarily with regard to the labour force. The domestic economy in particular had a positive impact
on this development. In 2018, inflation rose to 1.8 per cent (previous year: 1.7 per cent) as a result
of, among other factors, rising energy prices. The economic upturn also had an impact on the labour
market: at 3.2 per cent, unemployment was lower than it had been in the previous year (3.8 per
cent).

GDP in Austria grew by 2.8 per cent (previous year: 3.0 per cent) in 2018, significantly higher than
the forecast of 1.9 per cent. Despite a global economic slowdown, this was due in particular to robust
domestic demand, which was bolstered by both private consumption and investments, as well as
continued increasing foreign demand. The economic upturn positively influence the labour market
here too, with the unemployment rate falling to 4.8 per cent (previous year: 5.5 per cent). Energy
prices remained a key factor driving prices in 2018: inflation in 2018 amounted to 2.1 per cent
(previous year: 2.2 per cent).

In 2018, the economy in Italy grew at a less pronounced rate (1.0 percent) than in the previous year
(1.6 per cent). This development was underpinned by higher investments, which were offset by
sluggish consumption and an increase in imports as exports stagnated. One of the reasons for this
development is the political situation in the country, which is leading to a loss of confidence among
consumers, companies and investors. Unemployment fell to 10.7 per cent (previous year: 11.2 per
cent), due among other factors to a positive industry development. Inflation fell to 1.2 per cent
(previous year: 1.3 per cent).

The economies in the Central and Eastern European countries in which the REWE Group is
represented developed positively in 2018. Bulgaria, Croatia, Romania, Russia, Slovakia, the Czech
Republic, Ukraine and Hungary all experienced an economic upturn, with Slovakia and Ukraine
exceeding forecasts and prior-year growth rates. GDP growth in Bulgaria, Croatia and Hungary was at
the same level as in the previous year but above what had been forecast. GDP growth in Russia
increased year on year. Compared to the previous year, Romania and the Czech Republic recorded
lower economic growth; nevertheless, the Czech Republic exceeded expectations. The upswing was
attributable primarily to private consumption, which benefited from positive situation on the labour
market and the increase in real wages, as well as investments, which increased due in part to EU
funding. With the exception of Russia and Ukraine, unemployment rates fell in all countries, in some
cases noticeably. Inflation in Russia, the Czech Republic and Ukraine fell, in part significantly,
compared with the previous year. Inflation in the other countries increased year on year and in some
cases significantly exceeded forecasts.
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In Scandinavia, Sweden and Norway recorded higher economic growth than in the previous year.
While economic growth in Denmark was less dynamic than in the previous year, it did exceed the
forecasts. Inflation in Sweden and Norway remained level year on year, while price rises in Denmark
were less pronounced than in the previous year. Unemployment again fell in each of the three
countries.

With GDP growth of 3.0 per cent, the economy in Switzerland was significantly stronger than in the
previous year (1.7 per cent) and exceeded expectations (1.3 per cent). However, all signs pointed to a
slowdown in the second half of 2018. The ongoing upturn continued to be reflected in labour market:
unemployment fell to 2.8 per cent (previous year: 3.2 per cent) and was thus below the forecast of
3.0 per cent. Inflation increased significantly to 1.1 per cent (previous year: 0.5 per cent), which was
due to factors including high oil prices during the year.

In the United Kingdom, economic growth in 2018 was 1.4 per cent, down year on year (previous
year: 1.8 per cent) and slightly below expectations (1.5 per cent). This is due to the continued
uncertainty surrounding the consequences of the UK leaving the EU (Brexit), which among other
things has led to businesses putting investments on hold. Despite a robust labour market
(unemployment declined from 4.4 per cent in the previous year to 4.2 per cent), private consumption
decreased in part due to stagnating real incomes on account of inflation, and will increasingly be
financed by private debt. Inflation decreased slightly to 2.5 per cent (previous year: 2.7 per cent),
which again was primarily due the devaluation of the pound since the Brexit referendum.

In 2018, the economy in France grew at a less pronounced rate (1.5 percent) than in the previous
year (2.3 per cent). In addition to a global economic slowdown, the economic development was
influenced in part by strikes and higher taxes, particularly in the first half of the year, and the social
unrest that began in late November with the "yellow-vest" protests. A noticeably more subdued
increase in consumption was offset by industry developments: capacity utilisation was at its highest
level since 2008. Although the unemployment rate declined slightly from 9.4 per cent in the previous
year to 9.1 per cent, it remained high compared to the rest of Europe. Inflation rose from 1.2 per
cent to 2.1 per cent.
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Changes in economic data for REWE Group countries

2017 2018p* 2018p 2017 2018p* 2018p 2017 2018p* 2018p
Germany 2.5 23 1.5 1.7 1.6 1.8 3.8 33 3.2
Austria 3.0 1.9 2.8 2.2 1.8 2.1 5.5 5.1 4.8
Czech Republic 4.3 2.6 3.1 2.4 2.1 2.2 2.9 2.7 2.2
Italy 1.6 14 1.0 13 1.2 1.2 11.2 10.9 10.7
Hungary 4.0 34 4.0 2.4 2.8 2.8 4.2 4.0 3.7
Romania 6.9 4.4 4.0 11 2.5 4.4 4.9 5.1 4.6
Slovakia 3.4 3.7 3.9 1.4 1.7 2.6 8.1 7.0 6.8
Russia 15 1.7 1.7 3.7 3.9 2.8 5.2 5.5 5.5
Bulgaria 3.6 3.2 3.6 1.2 1.6 2.4 6.2 5.5 5.3
Switzerland 1.7 13 3.0 0.5 0.6 11 3.2 3.0 2.8
United Kingdom 1.8 1.5 14 2.7 2.5 25 4.4 4.6 4.2
Sweden 21 2.4 2.4 1.9 1.8 1.9 6.7 6.5 6.3
Lithuania 3.9 - 3.5 3.7 - 2.7 7.1 - 6.1
Norway 1.9 1.6 2.1 1.9 2.0 1.9 4.2 3.8 3.8
Denmark 23 1.8 2.0 11 1.6 1.0 5.7 5.6 5.1
France 2.3 - 1.5 1.2 - 2.1 9.4 - 9.1
Ukraine 25 3.2 3.5 14.4 10.0 10.9 9.2 9.3 9.4
Croatia 2.8 2.7 2.8 13 1.6 1.6 1.1 9.9 9.7

Sources: International Monetary Fund, World Economic Outlook Database October 2018, Update January 2019; Joint forecast (Autumn 2018)
p = projected; p* = projected in previous year
" Year-on-year GDP change in %

2. DEVELOPMENT BY SECTOR

Food Retail Sector

Industry trend: revenue

Change in % Retail Retail Food retail Food retail
2018 2017 2018 2017
nominal nominal nominal nominal

Germany 2.7

Austria 2.6 3.4 25 3.4
Czech Republic 5.9 8.2 3.5 6.5
Italy 0.8 2.4 0.3 19
Hungary 9.3 7.7 7.0 5.7
Romania 11.3 12.2 10.5 9.3
Slovakia 6.4 8.4 4.1 7.0
Russia? 2.6 1.1 1.7 0.4
Bulgaria 7.5 4.6 10.2 4.7
Lithuania 9.7 - 5.4 -
Ukraine? 7.0 7.3 - -
Croatia 5.7 6.4 31 2.3

Sources: Eurostat; ! GfK; 2Retail Update Russia (Biweekly News Report — Published by PMR) Last update: January 2019 — Figures for Ukraine up to 5/2018

Figures for revenue development in the German food retail sector declined year on year in analyses
prepared by GfK (nominal: +1.2 per cent; FMCGs excl. non-food) and by Nielsen/TradeDimension
(nominal: +2.5 per cent). In this context, the Retail Germany business segment performed
excellently, with revenue growth at 9.9 per cent (adjusted for changes in the scope of consolidation:
5.5 per cent). Eurostat data generally confirmed the development in the German food retail sector,
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although we consider that data to be less meaningful than the data provided by GfK due to the
collection methods used.

In 2018, the retail trade in Austria posted a revenue increase of 2.6 per cent in nominal terms

(0.5 per cent in real terms). The food retail sector posted a revenue increase of 2.5 per cent in
nominal terms (0.8 per cent in real terms). In nominal terms, growth thus slowed as against the prior
year. It also represented a year-on-year decline in real terms.

Retail sales in Italy increased by 0.8 per cent in nominal terms in 2018 (decline of 0.4 per cent in real
terms). Households recorded real losses in purchasing power as inflation exceeded wage increases.
Revenue in the food retail sector increased in nominal terms by 0.3 per cent (0.9 per cent decrease in
real terms).

The food retail sector in the Eastern European countries in which the REWE Group is represented
developed positively. In 2018, Romania and Bulgaria recorded the highest increase in nominal
revenue growth in the food retail sector, at 10.5 per cent and 10.2 per cent, respectively. Compared
to the previous year, the development in Hungary was positive in 2018: year-on-year increases were
recorded in both the retail and food retail sectors. Consumption in these countries was boosted in
part by rising wages and the positive situation on the labour market. In Russia, the increase revenue
in the retail sector (2.6 percent in nominal terms) and the food retail sector (1.7 per cent in nominal
terms) was moderate, but nevertheless an improvement on the previous year.

The market for tour operators saw 6.9 per cent revenue growth in 2018 to 36.0 billion euros, further
building on the growth in the previous year. Cruise represented the primary growth segment,
recording an increase in revenue of 7.8 per cent. The rise in revenue recorded by traditional air travel
agencies was due primarily to non-European Mediterranean destinations (+51.0 per cent).
Accordingly, the destinations that had been mired in crisis over the past three years (Turkey, Tunisia
and Egypt) saw customers return. The growth trend in Greece also continued, amounting to +20.1
per cent. The other European Mediterranean destinations recorded stagnating growth of just 0.9 per
cent, with Spain even seeing a decline. In 2018, the market for tour operators in the Mediterranean
destinations was significantly weighed down by airline insolvencies (Niki, Small Planet, and Primera)
as well as the repercussions of the Air Berlin insolvency. In view of the appreciation of the euro
against the dollar, long-haul travel remained stable (+/- 0 per cent). Individual long-haul destinations
such as the Caribbean and North America recorded significant declines in revenue of 18.7 per cent
and 11.6 per cent, respectively. By contrast, destinations in the Far East (+8.7 per cent), Indian Ocean
(+6.4 per cent) and in southern Africa (+10.2 per cent) posted gains. Land-based destinations
recorded modest growth of 0.8 per cent. On account of the hot summer in Germany, the expected
last-minute bookings did not materialise. Germans instead chose to organise their holiday trips in
Germany and to its neighbouring countries themselves.

In 2018, the stationary travel agency market also increased revenue by in total 2.9 per cent to 19.0
billion euros, while online travel sales recorded significant growth of 25.5 per cent. In addition,
revenue recorded by product portals (+16.3 per cent) and online direct sales of tourism service
providers (+9.3 per cent) rose significantly and are increasingly competing with their own sales
channels via tour operators and travel agencies. The specialised business travel organisations
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recorded a slight decrease of 0.5 per cent to 7.8 billion euros. Overall, the travel agency market in
Germany recorded a 2.0 per cent increase to 26.9 billion euros.

According to information published by the German Association of DIY and Gardening Stores in
Cologne (BHB - Handelsverband Heimwerken, Bauen und Garten e. V.), the DIY retail sector posted
revenue growth of 1.6 per cent to 18.75 billion euros in 2018. Based on adjusted sales area, revenue
increased slightly by 1.3 per cent. While revenue decreased in the first quarter (-7.1 per cent
compared to prior-year quarter) due in particular to the poor weather in March and the fewer
number of sales days, the 8.3 per cent increase in revenue in the second quarter contributed
significantly to the positive performance: at 6.0 billion euros, the months of April, May and June were
the strongest in terms of revenue in the first nine months. After a healthy third quarter, which
further reinforced the positive trend with an increase in revenue of 0.3 per cent, the fourth quarter —
due in particular to a strong October — contributed to the year's positive development.
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Performance

1. COMPARISON OF THE FORECAST REPORTED IN THE PREVIOUS YEAR WITH
ACTUAL BUSINESS DEVELOPMENT

Revenue development of the REWE Group was in line with expectations in 2018.

Operating EBITA developed much better than forecast for 2018 in almost all business segments. This
was due mainly to the developments in both the national and the international food retail sectors.

The Retail Germany business segment significantly increased its revenue year on year, essentially
meeting its targets.

The Retail Germany business segment EBITA was significantly higher than forecast; REWE and Penny
also recorded increases. Despite the successful integration of the Supermarkte Nord companies,
these continue to weigh on earnings.

The revenue development of the Retail International business segment was above budgeted
expectations. Both Penny and the Full-Range stores showed positive development. For instance, the
development in Eastern Europe in particular was better than expected. In particular, the revenue in
the Czech Republic developed better than forecast. The first-time consolidation of UAB Palink,
Vilnius, Lithuania, significantly influenced the development of the CEE Full-Range Stores from August
2018 onward.

EBITA of the Retail International business segment was above expectations. Penny and the Full-
Range stores segment exceeded their EBITA target. With regard to the Full-Range stores in Eastern
Europe, only Russia and Ukraine fell short of expectations.

The development of the Travel and Tourism business segment was marked in particular by the
difficult development in the German tour operator business. While the Travel and Tourism business
segment increased its revenue year on year, it did not meet its revenue expectations. Due to the
situation in the German tour operator business, the negative effects from the insolvencies of various
airlines, and the accrual of restructuring costs, the Travel and Tourism business segment fell short of
the budgeted EBITA targets.

The DIY Stores segment did not quite meet revenue expectations, although it still recorded a year-
on-year increase. Due to lower cost developments, the DIY Stores segment was able to exceed the
budgeted EBITA targets.

The combined Group's net debt was below the budgeted figures. This was due primarily to lower-
than-planned investments. The unsuccessful sale of UAB Palink, Vilnius, Lithuania, had an offsetting
effect.
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2. RESULTS OF OPERATIONS

Revenue Development

Change in Change
2018 2017 . .
absolute figures in%
9.9

Retail Germany 31,443.7 28,621.1 2,822.6

Retail International 14,242.7 13,353.5 889.2 6.7
Travel and Tourism 4,880.0 4,649.6 230.4 5.0
DIY Stores 2,151.1 2,130.8 203 1.0
Other 660.3 669.3 -9.0 -1.3

Revenue increased by a total of 8.0 per cent in 2018.

The highest-volume business segment, Retail Germany, recorded a 9.9 per cent increase in revenue
and was thus significantly higher than the industry trend in Germany. The positive revenue trend was
supported by the development of REWE's own stores (including REWE To Go) and the Penny stores,
as well as by wholesale activities. Furthermore, the first-time inclusion of REWE Dortmund SE & Co.
KG, Dortmund, over the entire year contributed significantly to the increase in revenue.

The Retail International business segment, with revenue of 14.2 billion euros, is the second-largest
business segment in the REWE Group. The 6.7 per cent increase in revenue (+7.1 per cent adjusted
for currency translation effects) was due primarily to the Full-Range stores segment in Central and
Eastern Europe. Particularly high revenue increases were generated in the Czech Republic and
Slovakia, due mainly to the positive performance of the existing stores and to expansion activities.
Furthermore, UAB Palink, Vilnius, Lithuania, which was fully consolidated for the first time on 1
August 2018, contributed significantly to the increase in revenue. The Austrian Full-Range Stores
segment reported a continued positive revenue trend, which was attributable mainly to food retail.
Penny International's revenue also made a contribution to this positive development: this was
caused by the revenue trend in the Czech Republic, Romania and Hungary in particular.

The Travel and Tourism Business Segment generated consolidated revenue of 4.9 billion euros
(brokered travel revenue of 6.7 billion euros), up 5.0 per cent on the previous year. The newly
developed source market, France, made a particular contribution to the growth in revenue.
Significant revenue increases were also recorded in Central Europe and the target destination
agencies. Overall, the recovery by the destinations Egypt, Tunisia and Turkey and the high demand
for travel to Greece had a positive effect on the revenue trend.

In the DIY Stores business segment, revenue increased by 1.0 per cent. The increase in revenue at DIY
stores was attributable mainly to the positive performance by the retail stores. Expansion activities
as well as existing stores contributed to this growth.

Stores and Sales Areas

At the end of the year, the REWE Group's retail business segments operated 9,421 retail outlets with
a total sales area of 9.2 million square metres.
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Change in
Number of stores 31 Dec. 2018 31 Dec. 2017 Change in %
absolute figures

Retail Germany 4,014 4,078 -1.6
Retail International 4,352 4,008 8.6
Travel and Tourism 760 750 1.3
DIY Stores 293 0.7

Change in .
Sales area in m? * 31 Dec. 2018 31 Dec. 2017 . Change in %
absolute figures

w
[N
N O B

Retail Germany 4,288,551 4,387,104 -98,553 -2.2
Retail International 2,969,858 2,702,133 267,725 9.9
DIY Stores 1,951,291 1,935,235 16,056 0.8

* No sales area is calculated in Travel and Tourism.

Results
Revenue 53,377.8 49,424.3 3,953.5 8.0
Cost of materials, incl. changes in inventories -40,378.2 -36,948.6 -3,429.6 -9.3
Gross profit ratio 24.4% 25.2%

Depreciation, amortisation and impairments/reversals of impairment losses

and impairment losses (excl. goodwill) -1,234.6 -1,103.5 -131.1 -11.9
BT N T
Goodwill impairments -10.4 0.0 -10.4 0.0
T
Financial result -14.6 -16.6 2.0 12.0
Taxes on income 158V -133.0 -20.7 -15.6
D

Results from discontinued operations -4.0 100.0

EAT/net income for the year 429.8 337.8 m

EBITDA increased by 248.2 million euros: The increase in gross profit by 523.9 million euros and the
in other operating income (+436.2 million euros; excl. reversals of impairment losses) was offset by
an increase of 346.6 million euros in other operating expenses and 365.3 million euros in personnel
expenses. The sharper increase in cost of materials as compared to revenue, particularly in the Retail
Germany, Travel and Tourism and DIY Stores business segments, resulted in a decrease in the gross
profit margin to 24.4 per cent (previous year: 25.2 per cent).

The increase in other operating income was attributable primarily to higher income from advertising
services, rental income, income from the reversal of provisions and income from additional services
for goods traffic. The increase in income from advertising services is attributable to increased
advertising activities in radio and television, print media, outdoor advertising and the increased use
of advertising material in the Retail Germany and Retail International business segments.
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Furthermore, the first-time inclusion of REWE Dortmund SE & Co. KG, Dortmund, over the entire year
also had a significant effect for the Retail Germany business segment.

Rental income increased mainly in the Retail Germany business segment. This was due to the
increase in the number of partner stores and the higher sales-based rents due to increased revenue.
Income also increased due to the first-time inclusion of REWE Dortmund SE & Co. KG, Dortmund,
over the entire year.

The increase in income from the reversal of provisions related primarily to the reversal of provisions
for expected losses from onerous contracts.

Some of these items of income are closely related to the corresponding expenses. Corresponding to
the increases in rental income and income from additional services for goods traffic, the related
expenses also rose. Expenses for maintenance and consumables as well as for the vehicle fleet and
freight also increased.

The expenses for the vehicle fleet and freight increased primarily in the Retail Germany and Retail
International business segments. The increase in the Retail Germany business segment resulted
among other things from the increase in the use of third-party logistics services in the context of
expanding the Group's business activities.

The increase in rental and lease expenses related primarily to the Retail Germany business segment
and is attributable in part to the first-time inclusion of REWE Dortmund SE & Co. KG, Dortmund, over
the entire year. In addition, the increase in rental and lease expenses resulted from the increase in
the number of leased properties which were sub-leased to partners. The first-time inclusion of UAB
Palink, Vilnius, Lithuania, also led to a significant increase in the Retail International business
segment.

The increase in expenses for maintenance and consumables related mainly to the Retail Germany
business segment. This was due in part to construction work in connection with restructuring
measures.

The increase in personnel expenses (5.4 per cent) was attributable to factors including the first-time
inclusion of REWE Dortmund SE & Co. KG, Dortmund, over the entire year, the first-time
consolidation of UAB Palink, Vilnius, Lithuania, and the pay scale increases in 2018.

EBITA was 608.5 million euros in 2018, 117.1 million euros higher than in the previous year
(491.4 million euros).

The financial result improved by 2.0 million euros: the 17.6-million-euro increase in the result from
companies accounted for using the equity method and the 6.8-million-euro increase in the result
from the measurement of derivative financial instruments were partly offset by the 11.8-million-euro
decline in the interest result and the 10.6-million-euro decrease in the other financial result. The
improvement in the result from companies accounted for using the equity method was attributable
primarily to the reclassification of UAB Palink, Vilnius, Lithuania, which had been classified as a held
for sale in the previous year. The recognised income relates to the pro rata result up to the date of
first-time consolidation from 1 August 2018. The interest result is offset by higher interest income
from taxes and higher interest expenses from financing activities.
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Taxes on income resulted in an expense of 153.7 million euros (previous year: 133.0 million euros).
This amount consists of a current tax expense of 134.3 million euros (previous year: 136.4 million
euros) as well as deferred tax expense of 19.4 million euros (previous year: income of 3.4 million
euros). The current tax expense includes income of 23.1 million euros (previous year: 1.3 million
euros) from taxes for previous years.

1. FINANCIAL POSITION AND NET ASSETS

The groups essentially have access to the following debt capital funds currently available:

Debt capital funds

31 Dec. 2018

3 December 2023;

Syndicated loan 2,000.0 1,500.0

max. term 3 December 2025
Promissory note loan 1,000.0 0.0 28 February 2021 to 28 February 2028
Promissory note loan 175.0 175.0 2 September 2024

Under an agreement dated 3 December 2018, REWE International Finance B.V. agreed a syndicated
loan with a volume of 2,000.0 million euros, which matures in December 2023 and can be renewed
twice, in each case by one year. This loan agreement replaces the existing syndicated loan of 1,500.0
million euros. As at 31 December 2018, the syndicated loan had not been drawn down (previous
year: drawdown of 650.0 million euros). In addition, a promissory note loan was issued in the
financial year. The total volume of the transaction amounted to 1,000.0 million euros and comprises
various maturity tranches of three to ten years.

As at the balance sheet date there were three bilateral credit lines totalling 275.0 million euros
(previous year: four bilateral credit lines totalling 350.0 million euros) with different maturities. 204.0
million euros of the lines of credit were drawn down by the balance sheet date (previous year: 62.6
million euros).

Internal cash pooling is aimed at reducing the amount of debt financing and at optimising cash and
capital investments. Cash pooling allows the use of individual companies' excess liquidity in the
groups for internal financing.

Net Debt

The 428.2-million-euro increase in net debt in 2018 as compared to 2017 was due primarily to an
increase in liabilities to banks and liabilities from other loans, which increased in part due to raising a
promissory note loan. This was offset by the repayment of the line of credit, which had been drawn
down from the syndicated loan as at 31 December 2017.

31 Dec. 2018

Financial liabilities* 2,719.5 2,305.5
Cash and cash equivalents -639.2 -653.4

* Included under other financial liabilities.
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Net Assets

Assets
in million €
20,8604 B Non-current assets
19,5064 B Other non-current assets
Inventories
B Other current assets
12,220.6
+oRE 11,529.3
989.9 +12.9
977.0
4,012.1 +176.2 3,835.9
3,637.8 +473.6 3,164.2
31 Dec. 2018 31 Dec. 2017

Total assets increased in the financial year by 1,354.0 million euros to 20,860.4 million euros.

In 2018, the REWE Group invested 1,793.7 million euros (previous year: 1,856.3 million euros) in
intangible assets, property, plant and equipment and in investment property. The capital
expenditures related primarily to the expansion and modernisation of the existing store network and
the warehouse locations and production companies. There were also additions from acquisitions,
which resulted primarily from the first-time consolidation of UAB Palink, Vilnius, Lithuania.
Reductions in non-current assets were primarily caused by disposals, impairments, depreciation and

amortisation.

Internally generated intangible assets in use amounting to 77.8 million euros are reported in the
financial year (previous year: 89.7 million euros). There are also internally generated intangible
assets still in development. The internally generated intangible assets primarily concern software
products. In addition, research and development costs amounting to 64.4 million euros were
incurred (previous year: 70.4 million euros) that were recognised as expenses.

The change in other non-current assets was due to the increase in other assets (73.3 million euros)
and companies accounted for using the equity method (17.2 million euros), which was partly offset
by the decreases in financial assets (48.7 million euros) and deferred tax assets (28.9 million euros).
The change in non-current other assets was attributable primarily to a change in the presentation of
shares in associates and shares in affiliated companies, which are not included in the consolidated
financial statements for reasons of immateriality in connection with the application of IFRS 9
Financial Instruments, and which were previously reported under other financial assets. Deferred
assets also increased, primarily due to construction cost subsidies.
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The decrease in non-current other financial assets was due mainly to the reclassification of shares in
associates and shares in affiliated companies (which are not included in the consolidated financial
statements for reasons of immateriality) to non-current other assets in connection with the first-time
application of IFRS 9 Financial Instruments. This decrease was partly offset by an increase in other
loans and loans to associates.

Inventories increased primarily due to an increase in finished goods and merchandise in the Retail
International and Retail Germany business segments. The increase in inventory in the Retail
International business segment is due in part to the first-time consolidation of UAB Palink, Vilnius,
Lithuania; the increase in the Retail Germany business segment is attributable to the expansion of
the warehouse locations. Prepayments also increased, primarily in the Travel and Tourism business
segment: in particular in the Central Europe division, prepayments to service providers rose by 34.9
million euros, due mainly to a higher volume of bookings.

The increase in other current assets is primarily attributable to the rise in other financial assets
(375.6 million euros), trade receivables (138.2 million euros) and current income tax assets (58.4
million euros). The increase in other financial assets resulted mainly from the increase in trade
payables with debit balances in the Retail Germany business segment. Trade receivables from
associates increased in relation to the balance sheet date, in particular in the Retail Germany
business segment. This was partly offset by cash and cash equivalents (-14.2 million euros) and other
current assets (-11.6 million euros). Under other current assets, the increase in deferred assets was
partly offset by the decrease in receivables from other taxes. Please see note 4 "Performance
indicators" with respect to the change in cash and cash equivalents.

Long-term assets held for sale also decreased (72.8 million euros) due primarily to the reclassification
of UAB Palink, Vilnius, Lithuania, which had been reported as an operation held for sale as at 31
December 2017. In April 2018, shares in associates were reclassified. This was offset by the
classification of real estate as assets held for sale in the Retail International business segment.
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Equity and Liabilities

in million €
20,8604 B Equity
19,5064 B Trade payables
Other non-current liabilities
B Other current liabilities

6,541.9 367.3

el 6,174.6
6,850.6 +690.5 6,160.1
3,895.7 +758.5 3,137.2
3,672.2 -462.3 4,034.5

31 Dec. 2018 31 Dec. 2017

The balance sheet shows equity of 6,541.9 million euros as at 31 December 2018 (previous year:
6,174.6 million euros), which corresponds to an equity ratio of 31.4 per cent (previous year: 31.7 per
cent). The return on equity of continuing operations was 7.0 per cent (previous year: 5.9 per cent).

Retained earnings increased by 427.2 million euros to 6,479.0 million euros. Substantial components
of this increase were the net income generated for the financial year attributable to the shareholders
of the parent in the amount of 429.3 million euros (previous year: 342.3 million euros). The 22.6-
million-euro decrease in other reserves to -99.0 million euros resulted primarily from the change in
the reserve for currency translation differences, the reserve for financial instruments measured at
fair value through other comprehensive income, and the reserve for deferred taxes. This was offset
by the reserves for cash flow hedges. Non-controlling interests decreased from 37.3 million euros to
110.1 million euros due in part to changes in the scope of consolidation.

The change in non-current liabilities is due primarily to the increase in non-current other financial
liabilities (+895.5 million euros) and other non-current liabilities (+14.4 million euros). The increase in
other non-current financial liabilities is attributable mainly to the raising of a promissory loan note
amounting to 1.0 billion euros. This was offset by the change in other non-current provisions (-150.9
million euros). Under that item, provisions were recognised for contingent losses from onerous
contracts in the Retail Germany business segment.

The increase in current liabilities was due primarily to the increase in current trade payables (688.3
million euros), other current liabilities (83.4 million euros) and current employee benefits (31.2
million euros). Trade payables increased in particular in the Retail Germany and Retail International
business segments; this was attributable to the increase in ordinary activities, changes due to
reporting date effects and in the Retail International business segment on account of the first-time
consolidation of UAB Palink, Vilnius, Lithuania. Other current liabilities increased as a result of higher
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prepayments received on account of orders, which was due primarily to a change in the payment
terms and conditions. This concerned almost exclusively the Travel and Tourism business segment. In
the Retail Germany business, the increase in other current liabilities was attributable to the rise in
liabilities from customer loyalty programmes, which was due mainly to the introduction of the
"PAYBACK" programme at Penny Germany. Current employee benefits increased due in part to
higher liabilities from employee benefits, severance payments and holiday provisions; this was partly
offset by the change in liabilities from annual bonus payments.

Other current financial liabilities (-493.3 million euros), other current provisions (-69.2 million euros),
current income tax liabilities (-10.9 million euros) and liabilities from the non-current assets held for
sale and disposal groups (-3.5 million euros) had an offsetting effect. The decrease in other current
financial liabilities is attributable primarily to the 650.0 million euros drawn down under the
syndicated loan as at 31 December 2017; the line of credit had not been drawn down as at the
current reporting date. Other current provisions decreased due to factors including the decline in
provisions for expected losses from onerous contracts.

In addition, there were contingent liabilities of 497.2 million euros as at the balance sheet date
(previous year: 225.2 million euros) which were attributable mainly to payment guarantees to
financial institutions. Furthermore, other financial obligations to service providers amounting to
394.0 million euros (previous year: 686.1 million euros) were recorded in the Travel and Tourism
business segment.

Significant events after the end of the reporting period are described under note 43 "Events after the
Balance Sheet Date" in the notes to the Combined Financial Statements.

2. PERFORMANCE INDICATORS

The most significant performance indicators of the REWE Group's operating units are revenue and
EBITA. Net debt is included at the Group level. These key figures are reported under notes 2 and 3.

The cash flow statement shows changes in cash and cash equivalents less overdraft facilities during
the financial year. A distinction is drawn between changes resulting from operating activities,
investing activities and financing activities.
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Change in cash and cash equivalents

Cash flows from operating activities, continuing operations 1,486.1 1,300.2
Cash flows from investing activities, continuing operations -1,786.3 -1,903.5
Cash flows from financing activities, continuing operations 284.5 619.7

Cash flows from continuing operations 16.4
Cash flows from discontinued operations ” 63.5
0.4

Change in cash funds related to changes in the scope of consolidation

Currency translation differences -1.5 -4.1

Cash funds at end of period 634.8

Cash funds at the end of the period, discontinued operations m m
Cash funds at the end of the period, continuing operations 634.8 m

of which: cash and cash equivalents 639.2 653.4

of which: bank overdrafts -4.4 -1.8

For additional explanations, please see note 38 "Cash Flow Statement" in the notes to the Combined

Financial Statements.

Non-financial Performance Indicators

Employees

On an annual average, the REWE Group had 234,017 employees in 2018 (previous year: 224,931), of
which 6,351 (previous year: 6,317) were trainees.

The increase in the number of employees is attributable primarily to the first-time inclusion of REWE
Dortmund SE & Co. KG (see note 4 "Acquisitions") and UAB Palink, Vilnius, Lithuania, which was fully
consolidated for the first time on 1 August 2018.

As an international trading and tourism group we rely on qualified employees. So that we continue to
be considered an attractive employer in the competition for qualified employees, the REWE Group
makes targeted investments in its current and future employees. The following action areas play a
central role:

Values and culture

The REWE Group wants long-term commitments from its employees and offers them a motivating
work environment. This includes fair work conditions, attractive social benefits and offers that are
adapted to the different phases of the employee's life. Fair work environments are based on valuing
diversity and a commitment to equal opportunity — these are core values for the REWE Group's
corporate culture. The appreciation of employees through appropriate compensation with attractive
additional benefits (such as our employee discount) is also a material component of a fair work
environment.
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Training and professional development

The REWE Group offers school leavers initial vocational training in sales and distribution, logistics and
administration. These programmes offer them real future prospects. Apprentices who excel are
guaranteed full-time, permanent positions after completion of their apprenticeship.

In order to promote the potential and individual development of employees in the best manner
possible, the REWE Group continuously expands its personnel development measures and offers all
its employees and executives an extensive offering of internal continuing education. As part of this
effort, the Company endeavours to recruit as many as possible specialists and managers from its own
ranks and to retain qualified and motivated employees long-term. In addition to numerous
classroom-based courses, we also offer our employees at our headquarters and in our stores the
opportunity to complete training courses online.

Health and safety

Occupational health management is an important element of the REWE Group's internal social
policy. This helps to strengthen employees' responsibility for their own health. At the same time, we
are making efforts to continuously improve working conditions.

Be it ergonomic work stations or accident prevention, the safety and health of our employees has the
highest priority for us. We assist the responsible managers in preparing their risk assessments for the
purpose of determining the physical and mental demands of the job, and provide them with advice
on setting up work stations. In addition, we place great value on the prevention of violence
(particularly offering training on how to react in the event of a robbery) as well as reducing
musculoskeletal strain and optimising employees' workplace habits (e.g., when lifting, carrying,
pushing, sitting). Following the principle "demand and promote", we offer our employees various
programmes on promoting a healthy lifestyle and mitigating environmental risk factors. Moreover,
we work closely with the occupational health service to address the topic of psychological health
(e.g. consultations or a telephone hotline).

Work-life balance

Be it adult care for family members or childcare: we help our employees to balance their careers and
families by offering family-oriented services which fit with each stage of life.

A family-friendly HR policy is important to the REWE Group in order to gain and retain employees.
That is why we offer on-site kindergartens at headquarters or for our regional employees the
national child and adult care services in cooperation with awo lifebalance GmbH in the regions, for
example. A good work-life balance is becoming a decisive factor for many people when selecting an
employer. That is why many divisions of the REWE Group have been certified by undergoing the
"career and family" audit by berufundfamilie Service GmbH. Numerous models are used in the REWE
Group that allow employees to organise their work individually and flexibly.

Whether employees themselves are suffering from severe illness, if they have lost a loved one, if
they have a family member requiring care or are facing other private issues, personal problems can
cause considerable stress and have a significant impact on an employee's working life. The REWE
Group supports the "LoS!" pilot project to offer employees quick and practical assistance in critical
life situations.
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Sustainability

Sustainability at the REWE Group is firmly anchored in both the Company's strategy and the
corporate organisation. The Chairman of the Management Board, Mr Lionel Souque, is responsible
for setting the sustainability strategy of the entire REWE Group.

Four strategic pillars — "Green Products"”, "Energy, Climate and the Environment", "Employees" and
"Social Involvement" — were introduced in 2008 to implement the sustainability strategy. Within
these pillars, the Company has identified action areas that cover all of the issues relevant to the
REWE Group.

In 2016, a strategic process was implemented by the food retail segment in Germany and at DER
Touristik to review the organisation and focus of the REWE Group's commitment to sustainability,
and to adapt this where necessary. The aim was to better integrate activities into the sales lines'
existing business processes in order to anchor sustainability even more firmly in the Company. As
part of the strategy process at DER Touristik, the five following pillars of sustainability were
redefined: "Environment and Nature", "Customers and Products"”, "National Partners", "Employees"
and "Society". The four pillars of sustainability for the food retail sector in Germany were confirmed

and the action areas were revised.

a) Green Products

The goal of the "Green Products" pillar is to make more sustainable product ranges available and to
offer these to consumers at the stores. The "Green Products" pillar's action areas therefore include
"Expanding sustainable product ranges" and the demand for "Social standards in the supply chain".
"Product quality and safety" and "Biodiversity" is also addressed.

The action areas for the German food retail sector were redefined as part of the sustainability
strategy. These action areas are now called "Fairness", "Conservation of resources"”, "Animal welfare"
and "Diet".

The REWE Group consistently follows its objective of increasing the share of sustainable store brands
and brand-name products by using the PRO PLANET label for store brand products which, in addition
to high quality, also have positive ecological and/or social characteristics, by expanding the organic
product line and through its product line of regional products as well as various raw materials-related
guidelines.

b) Energy, Climate and the Environment

Three action areas have been identified in the "Energy, Climate and the Environment" pillar: "Energy
Efficiency”, "Atmospheric Emissions" and "Conservation of Resources".

By 2022, the REWE Group aims to reduce greenhouse gas emissions per square metre of sales area
by half compared to 2006 levels. The 2017 carbon footprint report shows that a reduction of 40.3 per
cent has already been attained. In addition, electricity consumption per square metre of sales area
will be reduced by 7.5 per cent between 2012 and 2022. The coolant-related greenhouse gas
emissions per square metre of sales area will be reduced by 35 per cent between 2012 and 2022.
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c) Employees

The satisfaction and performance capability of employees are a core element of the REWE Group's
strategic human resources management. Accordingly, the following action areas have been identified
for the "Employees" pillar: "Fair work conditions"”, "Human resources development", "Health

management and occupational safety", "Life-phase oriented HR policy" and "Diversity and equal
opportunity".

The new action areas were defined for the German food retail sector as part of the sustainability
strategy as follows: "Values and culture", "Training and professional development", "Health and
safety", "Work-life balance" and "Diversity and equal opportunity".

Various initiatives have been implemented in all action areas in order to increase employee
satisfaction and dedication. Examples include promoting employees across all levels of the Group's
hierarchy as part of our systematic career and succession planning programme, continually
developing measures to achieve a work-life balance, promoting integration and inclusion, and
stepping up efforts to increase the number of female executives.

d)  Social Involvement

As a major corporate group and in its cooperative tradition, the REWE Group feels obligated to be
engaged socially and supports numerous national and international social projects. The action areas
under the "Social Involvement" pillar are: "Healthy Nutrition and Exercise", "Opportunities for
Children and Young People", "Handling Food Responsibly" and "Biodiversity and Environmental
Protection". In addition, the following preamble was formulated for the food retail sector in
Germany: "REWE and PENNY promote non-profit organisations and projects, as well as organisations
dedicated to consumer education”.

One commitment of particular significance to the REWE Group is to support local food bank
initiatives. For instance, for more than 19 years now, the Company has been one of the primary
sponsors of more than 900 "Tafel" food banks across Germany and a member of the Bundesverband
Deutsche Tafel e.V.

Sustainability Activities

The core of the REWE Group's sustainability activities is the active integration and sensitisation of all
relevant stakeholder groups, consumers in particular. The sales lines oversee customer relations, for
instance by providing information in the form of weekly flyers, on its website or as part of
Sustainability-related initiatives. Manufacturers of brand-name products are also motivated to make
their offerings more sustainable. For instance, the REWE Group is a proud supporter of the
"Germany's most sustainable products” competition, where consumers can vote online to determine
the winners. The winners receive the German Sustainability Award that was handed out in December
2018 together with the German Sustainability Award Foundation. As a retail and tourism company,
the REWE Group's business activities have an impact on biodiversity, which for years the REWE
Group has demonstrated a commitment to preserving. For instance, since 2010 we have been
planting areas of blossoming plants and installed nesting aids in apple orchards. The benefits of this
work were published in 2018. Efforts to monitor the populations of wild bees revealed a significant
increase in the number of species of wild bees in the surveyed areas compared to 2010.
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These and other activities undertaken by the REWE Group are covered in detail in the REWE Group's
annual sustainability report.
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Risk and Opportunities Report

The Value of Risk Management

As an internationally active retail and tourism group, we are exposed to a wide variety of risks, some
with short reaction times, as part of our business operations.

Risks are uncertain company-external and internal influential factors that impair the potential profit
areas (assets, profit and liquidity) and/or the Group's reputation and thus hinder or threaten to
hinder the realisation of planned goals or may negatively impact further business development. On
the other hand, opportunities are company-external and internal influential factors that create the
potential profit areas (assets, profit and liquidity) and thus positively impact the planned goals or
further business development.

We employ a uniform risk management system throughout the Group to counter this risk potential
successfully and ensure our opportunities potential in the long term. In so doing, we understand risk
management as a continual process that is firmly integrated as a regular step in our operating
practices.

At the REWE Group, all risks are subject to mandatory management and are mitigated in their effect
and probability through operational initiatives. The scope of the related need for action and the point
in time for initiating appropriate actions are based on the urgency (probability of materializing) as
well as the threat potential (potential damage determined from the monetary, reputational, and
legal impact) of the risk. We document and manage existing needs for action in our risk areas using
documented action plans and schedules.

Risk Management Organisation

The general conditions, guidelines and processes for uniform corporate risk management are created
centrally by Corporate Controlling in cooperation with the corporate Governance & Compliance and
Business Administration departments.

Under the groups' prescribed guidelines concerning the defined risk areas, it is the responsibility of
the groups to locally organise the establishment and procedural flow of the operational risk
management process.

Risk managers identify reportable risks early in our risk areas using a bottom-up approach and these
risks are then classified uniformly throughout the Group and managed independently.

Risk checklists in the form of Group recommendations are developed by our corporate departments
and provided to the risk areas regularly in advance of the annual risk inventory to support their risk
identification and analysis. This ensures the Group-wide consideration of possible risk events as seen
by headquarters.

The risk analysis covers a three-year planning horizon, analogous to the period of our mid-term plan.

Risks with relevant significance for the groups are managed and monitored by selected corporate
departments based on their technical competence. In addition to operational business risks with
significant threat potential, the focus is also on significant risks from finance, compliance, taxes and
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financial reporting. The corporate departments discuss and reconcile the varying risk assessments
with the risk areas after the risk inventory has been completed and before the risk report is
prepared.

Management Board of the REWE Group

Overall responsibility for Group-wide risk management REWE Group (RM GRC)

REWE Group’s risk management (RM GRC)

Corporate Controlling is responsible for the central processes in cooperation with the corporate Governance & Compliance
and Business Administration departments.

Organisational charts and lists of contacts at the level of the Group, risk areas, risk area groups, risk area sectors,
and risk area segments govern the structure of the risk management system.

All material areas of the operating segments and corporate departments are included in a risk field structure.

Risks relevant to the Group are monitored by:

Corporate Controlling Governance & Finance Business Administration Taxes
Operating risks Compliance Financing and Financial reporting risks (PRO-DATA)
Compliance risks credit risks Tax risks

Risk Areas

¢ Independently implementing, coordinating and enhancing the risk management processes
* Independently handling, controlling, analysing, assessing and communicating identified risks in the risk area and to the Group

Risk area group A: Risk area group B: Risk area group C:
“Business Segments” “Other” “Corporate functions”

Our management and supervisory boards are informed of the groups' current risk situation in
standardised form on an annual basis. To that end, the risk managers send risk reports to the groups.
These reports contain risk inventories of relevant individual risks from the risk areas as of a given
closing date. Risks with similar content and causes are subsequently aggregated at the level of the
groups into risk categories and classified as high, medium or low with regard to their relevance to the
groups based on the threat potential to our business activities, financial position, results of
operations, cash flows and our reputation (high: monetary impact in specific cases > 100 million
euros or considerable significance with regard to business activities, cash flows, financial position,
and results of operations and reputation; medium and low: at most moderate significance with
regard to business activities, cash flows, financial business activities, and results of operations and
reputation).

We measure and manage opportunities as part of our regularly scheduled operational and strategic
planning. Opportunities and risks are not offset at the level of the groups.
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In addition, binding provisions were made under which newly identified, significant risks or existing
risks with material effects, changes in their development and high probability of occurrence in the
risk areas must be reported in a timely manner and directly to our management bodies.

As independent bodies, external auditors and the Auditing department assess the quality and
functionality of our risk management system at regular intervals. Nevertheless, we cannot guarantee
with complete certainty that all relevant risks are recognised early and the controls and processes
function in the desired scope. Human error can never be ruled out completely.

High — B Image
W Assets

Personnel

B Rental Agreements

M Price Trends
Customer Marketing

Medium — IT & Data Security

B Real Estate

. . B Competitors

Overall impact

Low —

0%—-29% 30%—-49 % 50 %-79 % 80 %—99 %

| | | |
Low Medium High Very High

Likelihood

Presentation of Risks

The risk assessment is made based on given or realistically assumable circumstances. Changes in the
risk environment, the initiation of actions and changes to planning approaches result in changes to
the risk portfolio. Therefore, the contract and environment risk types are no longer included in the
top risks. The real estate and customer marketing risk types were added.

a) Top Risks

Valuation Risks

Assets

Unexpected budget or forecast deviations as well as changes in general economic conditions may
result in having to remeasure assets such as real estate and goodwill. This can materially impact the
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earnings development of the groups. Changes in input factors can result in either charges to earnings
through impairment write-downs and/or to increases in earnings through reversals of impairment
losses. Regular reviews of the recoverability of assets, the examination and plausibility check of the
mid-term plan as well as monitoring of the current development of earnings and values give us a
current picture of our valuation portfolio and future valuation risks at all times. Necessary strategic
measures for reducing the impairment risk can be taken in a timely manner.

Rental Agreements

Budget deviations may similarly influence the measurement of rental agreements (onerous
contracts). For example, a degradation of retail earnings can result in a higher measurement
adjustment that weighs down earnings. The monitoring of current earnings and a regular earnings
forecast allow for the early countering of possible risks from existing rental agreements.

IT and Data Security

Due to the high dependence of trading and tourism processes on IT systems, including of stored data,
the security of these systems represents an important foundation for the Company's success. Risk
gaps will be closed by a high level of expenditures and investments in the security and performance
capability of systems as well as ongoing monitoring of key processes. Furthermore, we use
information events, training courses and work instructions to regularly inform our employees about
material changes relating to data security.

Data security is ensured by the introduction of new, state-of-the art technologies, thus reducing
possible abuse to a minimum. Documenting processes, setting rules and instructions as well as
contractual safeguards form the basis for securing the Company's IT processes and systems.

A residual risk cannot be excluded entirely despite the necessary security measures.
Personnel Risks

Due to the dominance of personnel expenses in the retail business, personnel risks are also a primary
focus of risk reporting. The development of pay scales and non-wage labour costs as well as the
increased availability of labour are therefore of major importance. In particular, developments on the
labour market are currently showing that risks are intensifying.

Third-party services and work agreements also continue to be a source of potential risk. We attempt
to mitigate any risks associated with engaging third-party services by raising the awareness of our
executives and employees through training courses, information events and recommended courses
of action.

An optimum recruiting process is essential to ensure that vacancies are filled quickly and with
suitable candidates.

Cost increases can be partially compensated for by continually reviewing our processes and
optimising our procedures. This requires strict and consistent cost management.

Customer Marketing
Customer marketing risks relate primarily to the dissemination and distribution of customer and

product information. Disruptions in the information process or delayed or incorrect customer
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information materially affect revenue and earnings development. Spreading the tasks across multiple
vendors and service providers serves to mitigate the risk of dependency and significant
communication disruptions.

Real Estate

Business interruptions that can occur due to technical errors in the buildings of our retail properties
lead to loss of revenue and earnings during extended conversion or repair work.

Damage to buildings caused by fire or natural disasters and the requisite renovation or rebuilding
work can lead longer business interruptions and loss of revenue and earnings.

In the case of such damage, it is generally only the property that is insured and not the business
interruption.

Price Trend Risks

An intensification of the competitive environment can negatively impact price trends and be
contained by initiatives only with difficulty. Negative price developments slow sustainable growth in
revenue and gross profit and lead to profit erosion. The situation is aggravated by discounters adding
brand-name products to their shelves and in the non-food sector by the continued fierce competition
among online retailers. Since these articles are essentially high revenue items, long-term price
reductions on these items have a significant impact on the development of gross profit.

Changes in the general conditions, such as an increase in excise duties or value added taxes, could
materially impact the price trend and thus directly or indirectly affect the results of operations.
Changes in prices on the procurement markets can also have a material influence on the gross profit
situation.

We are able to react quickly to price adjustments and adapt to the new price situation by monitoring
the competition and prices. Innovative products and brands as well as competitive cost structures
assist us in containing or reducing erosions of gross margins.

A residual risk cannot be excluded entirely despite the necessary security measures.
Image

Flawed communication with customers and stakeholders, first and foremost on the topic of
sustainability, can lead to image risks for the Company. Because the REWE Group takes a leading
position in the field of sustainability, correct and transparent communication, e.g. on issues relating
to products and employees, plays an important role. Due to the high sustainability requirements and
continual observation by stakeholders, flawed communication can have material adverse effects on
customers and stakeholders.

Sustainability communications are therefore subject to a careful examination and are reviewed by
the necessary specialist departments. Campaigns are centrally supported by market research. A
clearing office has been established to review communications media and statements.

Competitors
Overall, competition in the food retail sector continues to put pressure on prices and thus on gross

margins.
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Discounters are increasingly carrying brand-name products, which is increasing the pressure on
market price trends. The resulting pressure on gross profit could have a material impact on the
results of operations.

It is important for a retail company to recognise market trends early and to develop characteristics
distinguishing it from the competition using new store concepts. Changes in customers' lifestyles
affect their purchasing behaviour and thus the market requirements. Therefore, it is important to
recognise market trends and changes in behaviour early in order to offer the store concepts to
customers that meet their needs. If trends or market changes are identified too late, especially in the
saturated markets, this results in a long-term competitive disadvantage and thus in revenue and
earnings declines.

The growing online business poses new challenges for both over-the-counter retailing and travel and
tourism. The increasing activities in the Internet retail trade will lead to changes in the retail
landscape. It is therefore particularly important to closely observe and actively follow this trend. For
instance, the REWE Group has continued to strengthen its online activities, particularly in the
German food retail sector. We plan to expand the segment further and take a leading role in online
business in the German food retail sector.

Store concepts and ranges are continually refined, meaning that innovations must be identified and

implemented at an early stage. We constantly observe our competitors and the markets so as not to
miss trends or new developments. This enables us to identify and implement trends and changes at

an early stage.

b) Other Risks

Financial Risks

The groups are exposed to various financial risks by their business activities, in particular to liquidity
risk, interest rate risk, foreign currency risk and commaodity price risk (jet fuel). The liquidity, interest
rate and foreign currency risks are managed systematically pursuant to the financial guidelines.
Financial risks are identified, assessed and hedged in close co-operation with the operating units. A
central Treasury Committee consults and decides on the risk policy and risk strategy. Treasury
committees also exist at the level of the business segments. The permissible range of actions,
responsibilities, financial reporting and control mechanisms for financial instruments are defined in
detail in the corporate guidelines. These guidelines call in particular for a clear functional separation
between trading and settlement activities.

Comprehensive management of financial risks focuses on the unpredictability of developments on
the financial markets and aims to minimise the potential for negative impact on the financial position
of the groups. Mitigating risk generally takes precedence over considerations of profitability.

A treasury management system is used to limit interest rate and foreign currency risks so that they
are always within the scope stipulated by financial guidelines. Derivative financial instruments are
used to hedge risks; their use is coordinated by the Treasury Committee.

Loans, fixed-term deposits and overnight money are used as financial instruments.

The aim of liquidity management is to ensure that, through REWE International Finance B.V., Venlo,
Netherlands ("RIF"), the consolidated companies always have access to sufficient liquidity on the
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basis of adequate undrawn lines of credit so that no liquidity risk exists should unexpected events
have a negative financial impact on liquidity.

The budgeted demand for jet fuel is secured in coordination with the responsible managers within
DER Touristik using derivative financial instruments with terms up to 18 months.

Legal Risks

As an international company, the REWE Group is confronted with changes in the legal framework of
its business activities as well as legal disputes and official proceedings, some of which could
significantly impact on the Group's business. A team of legal experts observes such changes
continually and coordinates the Group's key legal steps.

A Compliance Management System (CMS) was implemented in the REWE Group in 2010 to ensure
adherence with statutory and internal Company directives. Since then, the CMS has been
continuously enhanced and includes in particular preventive measures to avoid compliance risks,
with a focus on antitrust and corruption risks. The decentrally-structured compliance organisation
has a direct link to the chairman of the Management Board.

The compliance programme was further expanded in 2018 as well. Phase | of the REWE Group's
project to certify the Compliance Management System in accordance with the IDW Audit Standard
AuS 980 — "Audit of the design of the REWE Group's CMS" — was successfully completed in 2017. The
design of the Group-wide Compliance Management System was set out in writing and was
subsequently examined by the external auditing firm KPMG, which issued an unqualified audit
opinion. Phase Il of the project, a review of the "Appropriateness of the CMS", began in mid-2017. In
this regard, compliance-relevant processes have been and will continue to be optimised and adapted
with respect to their content and systems, and new processes were established and gradually
implemented in the Group. Furthermore, in 2018, efforts were initiated to expand and
comprehensively implement the training concept. In addition, numerous on-site training sessions and
workshops were again conducted in which employees were also taught subject-specific behaviour
conforming to compliance requirements. In 2018, in addition to the existing interactive online
courses, comprehensive in-person training sessions on anti-trust law were also carried out.
Furthermore, work began to establish new online training courses on "Integrity and anti-corruption”,
which will be rolled out throughout the Group in 2019. Executives and employees also took
advantage of the individual compliance consultations offered. After the completion of the project to
reorganise the Group's policies and guidelines management system in 2017, which has been the
responsibility of the corporate Governance & Compliance department since 2016, Group-relevant
guidelines continued to be transferred to the new system and into the dedicated nationally and
internationally applicable "House of Rules" (HORUS) IT system in 2018, accompanied by regular
communication measures.

Furthermore, in 2018, REWE's internal employee platforms were redesigned with respect to
compliance updates and news, so that employees now receive the latest key compliance information
in a format that is easy to understand. The REWE Group's compliance reporting system is also
available on the intranet and all relevant contact data for whistleblower notifications is published
there. Material information about the CMS as well as the REWE Group's code of conduct are also
available on the REWE Group's website.
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In its decision dated 2 February 2017, the European Commission initiated formal proceedings against
the largest European tour operators — including companies of the groups — due to suspected source
market restrictions. The outcome of these investigations is difficult to predict at the present time.

Tax Risks

Tax risks result primarily from ongoing and upcoming tax audits. These risks and possible legal risks
are always taken into account by recognising provisions or allowances for claims in the statement of
financial position. Tax risks are minimised by engaging qualified tax experts to closely monitor and
collect information on the operating areas, by involving such experts in change projects and
contractual matters and by the internal control system.

Socio-political Risks

As an international corporate group, the REWE Group is dependent on the political and economic
situation in the countries in which it operates. The general conditions in the individual countries can
change rapidly. Changes or instability in the political leadership, strikes, civil unrest, attacks,
embargos or changes in regulations, laws or levies can lead to risks.

We are following very closely the current tense situation in Europe, the intensive discussions on
immigration and asylum policies and the varying opinions of the individual member states regarding
European policies, in particular also the discussions and decisions surrounding the United Kingdom's
withdrawal from the EU (Brexit). In light of the current discussions being held, we expect significant
effects for Europe's future economic development.

We closely analyse risks or opportunities that arise from the social and political situation and initiate
measures if necessary.

We continuously monitor the development of socio-political risks in the countries relevant to us. In
particular, we are closely monitoring current political developments in the Arabic world as well as the
resulting uncertainty for our markets in these destinations as well as for the European economy.

Markets and Customers

The REWE Group is represented in the Western and Eastern Europe countries with successful brands
and distribution strategies. The REWE Group can utilise its opportunities on the market by
developing new business models and by further developing innovative sales concepts and
consistently aligning its actions to the customers' needs.

As such, the customer is the focal point of the Group's actions. By expanding the product lines of
regional and sustainable products, the REWE Group is taking a leading role in the food retail sector,
which is distinguishing it significantly from the competition.

In international business, the REWE Group signifies strong retail brands such as BILLA, MERKUR, BIPA,
PENNY and IKI that have a high degree of name recognition. Our strength is an innovative product
line which is tailored to specific countries and is continually improved and expanded. Improvements
in quality and freshness lead to a positive customer perception and strengthen our competitive
position.
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We are in a position to improve our market share through investments in a modern and extensive
branch network and by focusing on strong brands and sales concepts.

The intensified expansion of our tourism business could enable us to solidify and expand our position
in the European market. Extending the value chain and expanding into additional source markets
create further added value and increase the potential of harnessing market opportunities.

We want to continue to exploit the opportunities to profit from the growth of online sales and online
business by further expanding our online activities. At the same time, we can further expand our
market position by sensibly linking our strong brick-and-mortar retail activities and travel service
activities.

Economic Environment

The positive economic developments in Western Europe in the previous year are also benefiting the
economic climate in Eastern Europe. If, despite the current negative forecasts, the positive
development in Western Europe persists, the knock-on effects could also lay a positive foundation for
development in Eastern Europe.

Prices

The prevailing strong competition in the food retail sector, the continuing price wars and the
increasing share of brand articles being sold in the discount sector are sharply reducing margins in
the food retail sector. Should the price wars and competitive pressure abate or ease, this could lead
to increasing revenue and margins and therefore positive growth of gross margins.

The success of our retail companies is dependent to a considerable extent on the purchase prices. In
the past we formed a purchasing company in Brussels with E.Leclerc in order to meet the growing
challenges of the competition in retailing and the increasing internationalisation of the food retail
sector.

We are also part of the COOPERNIC strategic alliance with other European retail companies. We can
counter the risk of purchasing price volatility and leverage international purchasing potentials
through joint purchasing and by negotiating terms and conditions.

Costs

Continuous optimisations of processes and costs lead to improvements in productivity which
positively impacts costs, and in turn, earnings.

Due to our activity in the retail and tourism sectors, we are particularly dependent on demand for
consumer goods and the competitive situation. Recent years have shown that economic
development in the countries of Western, Southern and Eastern Europe sharply impacts purchasing
power and therefore demand. Even if the food retail sector is not as strongly affected by the
economic crisis as other retail sectors, a degradation of general conditions still has a negative
influence on the Company's success.

A substantial degradation of general economic conditions and an intensification of the political and
economic situation in the leading nations in the Americas, Asia and Europe will greatly increase
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potential risks. Developments within the European Union and the discussions surrounding its future,
in particular the developments in connection with the United Kingdom's withdrawal from the EU,
may also lead to higher potential risks. In the Travel and Tourism business segment, the booking
behaviour of customers is significantly influenced by general economic conditions and external
factors. Political events, natural disasters, epidemics or terrorist attacks influence the demand for
travel in certain destination areas. The market risks are increasing through the entry of additional
market participants and new business models.

Overall, however, there are currently no identifiable risks whose materialisation could threaten the
continued existence of the groups.
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Report on Expected Developments

1. FUTURE MACRO-ECONOMIC DEVELOPMENT

The report on expected developments considers the relevant facts and events known as at the date
the report was prepared, which could influence future business development. The forecasts are
based primarily on the analyses of the International Monetary Fund (IMF) and the joint forecast.

Forecast economic data for REWE Group countries

2018p 2019p 2018p 2019p 2018p 2019p
18 2.0 3.2 3.0

Germany 1.5 13

Austria 2.8 2.2 2.1 2.1 4.8 4.6
Czech Republic 3.1 3.0 2.2 2.3 2.2 2.2
Italy 1.0 0.6 1.2 13 10.7 10.4
Hungary 4.0 33 2.8 3.1 3.7 3.5
Romania 4.0 3.4 44 3.5 4.6 4.2
Slovakia 3.9 41 2.6 2.4 6.8 6.0
Russia 1.7 1.6 2.8 5.1 5.5 5.3
Bulgaria 3.6 31 2.4 24 5.3 4.6
Switzerland 3.0 1.8 11 1.4 2.8 2.8
United Kingdom 1.4 1.5 2.5 2.1 4.2 4.4
Sweden 2.4 2.2 1.9 2.0 6.3 6.0
Lithuania 35 2.9 2.7 2.7 6.1 5.8
Norway 2.1 2.1 1.9 2.0 3.8 3.7
Denmark 2.0 1.9 1.0 1.5 5.1 4.8
France 1.5 1.5 21 1.8 9.1 8.7
Ukraine 3.5 2.7 10.9 7.3 9.4 9.2
Croatia 2.8 2.6 1.6 1.8 9.7 8.6

Sources: International Monetary Fund, World Economic Outlook Database October 2018, Update January 2019; Joint forecast (Autumn 2018)
p = projected; " year-on-year GDP change in per cent

Germany will report lower growth in 2019 than in 2018. The issues facing the automotive industry
and a slowdown in production in the second half of 2018 will have a knock-on effect on growth in
Germany in 2019. An upturn in consumer spending and increasing wages will have a favourable
impact on domestic demand, which will remain the primary force driving economic growth, while the
shortages on the labour market will limit growth opportunities. Stable demand for labour and slower
growth in the number of gainfully employed people will lead to a tightening of the labour market.
This is particularly evident in the construction industry, which already reached its capacity limits in
2018. It is unclear how the USA's future economic policy and the developments relating to the United
Kingdom's withdrawal from the EU will affect the global economy.

For Austria, we expect weaker growth in 2019 than in 2018. The Austrian economy will be primarily
shaped by stable domestic demand and weaker, but still favourable investment activities. Private
consumption, driven by the increase in real wages in 2018, will continue to underpin the economy.
The unemployment rate will improve to 4.6 per cent. We expect consumer prices to reach 2018
levels.

Economic development in Italy for 2019 shows a downward trend, at 0.6 per cent, and is expected to
lag well behind the European trend. The current uncertainty regarding Italy's economic development
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was exacerbated further by declining investments in the second half of 2018 and the Italian
government's budget dispute with the EU. The high level of government debt and the tense situation
on the financial markets have increased the risk for 2019.

The Eastern European economies in which the REWE Group is represented will lose momentum in

2019. Due to the slowdown in the global economy, declining exports will adversely impact growth.

The current difficult situation facing the automotive industry in Europe may also have a dampening
effect on the economic development in those countries. The increasing employment trend in some
countries may lead to an increased shortage of skilled workers.

Compared to 2018, economic growth in Switzerland will lose significant steam in 2019. The
economic slowdown in the euro zone and rather subdued growth in domestic demand will reduce
growth. In the case of investments in particular, lower growth is expected due to the global economic
uncertainties.

Economic development in the United Kingdom is characterised first and foremost by the
uncertainties surrounding the upcoming Brexit. Generally, growth rates are expected to stabilise in
2019 as against 2018. As previously, there is great uncertainty as to the future development of the
country, particularly with respect to the outcome of the negotiations with the European Union.

We generally continue to anticipate stable growth rates in Scandinavia for 2019, and expect growth
in Norway to remain level compared to 2018. Growth in Sweden and Denmark will decline slightly
year on year. The high level of domestic demand will continue to be the driving force for the
economy.

In France we expect economic growth to remain level year on year, at 1.5 per cent. Higher wages and
tax breaks as well as social programmes launched by the government (reducing social security
contributions, increasing minimum wage, etc.) are intended to increase purchasing power. While this
would boost private consumption, it would also raise government debt. The unemployment rate is
expected to improve to 8.7 per cent. We see a risk in prolonged protests by the "yellow vest"
movement, which could adversely affect consumption and investment in 2019.

2. EXPECTED REVENUE AND EBITA DEVELOPMENT

For 2019, the REWE Group projects slightly increasing revenue marked by stronger growth due to
expansion and growth on existing space. The projected earnings for 2019 will be achieved by
increasing existing store space, positive developments from integration effects and the enhancement
of existing business models. Cost-efficiency projects, particularly those at headquarters, are intended
to improve the Group's cost structure and make a positive contribution to EBITAL The increasing
competitive and price pressure will weigh down the future earnings trend.

Retail Germany

In the REWE division, the strengthening of the price-performance perception in the over-the-counter
business and the further development of the online business will be at the forefront in 2019.
Investments in the existing store network and logistics will secure the Company's long-term future.

1 The forecasts for 2019 do not include any effects in connection with the introduction of IFRS 16 "Leases".
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Positive developments from the units integrated in the previous year as well as the favourable
performance of the store and wholesale business will lead to higher revenue. The increase in
revenue as well as more efficient cost structures will contribute significantly to a positive earnings
trend.

In the PENNY division, we expect continued positive revenue development. Decisive here is the
further investment in the existing store network, the optimisation of the product ranges, efficient
process and cost structures as well as an increasing number of stores. The heightened competitive
situation and resultant high price pressure will reduce revenue.

The positive revenue trend, the enhanced customer loyalty programmes and efficient cost structures
will have a favourable effect on earnings in 2019.

Retail International

In the Austria and CEE Full-Range Stores business segment, revenue is forecast to increase slightly in
2019 as compared to 2018. The modernisation measures conducted and still planned will continue to
result in revenue and earnings growth. BIPA Austria is performing according to plan but will continue
to weigh down earnings in 2019. Nevertheless, the planned activities lay the foundation for future
competitiveness in a solid environment.

The increased expansion activities will also lead to higher revenue and stable earnings in Eastern
Europe. The situations in Russia and Ukraine remain challenging going forward. The integration of
UAB Palink, Vilnius, Lithuania, in 2018 and the resulting effect for 2019 as a whole will significantly
affect the division's performance.

At Penny International, revenue is forecast to increase as compared to 2018. This is due primarily to
the positive performance of existing stores and the continued expansion. The positive revenue trend
has a positive influence on the earnings situation, although increasing costs will erode this. Despite
various project activities, the infrastructure expansion and the planned cost increases, earnings are
projected to exceed the figure recorded in 2018.

Travel and Tourism

We expect the Travel and Tourism business segment to record higher revenue in 2019. This will be
attributable to positive market developments as well as catch-up effects in the tour operator
business compared to the previous year.

The positive revenue trend and cost efficiency measures will lead to a significant improvement in
EBITA as compared to 2018.

DIY Stores

The DIY Stores business segment expects a slight improvement in the revenue situation and plans on
an increase in earnings. The continued development of the online activities in connection with the
brick-and-mortar business will be a focus of activities in 2019.
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Management's Overall Assertion on Revenue, EBITA and Debt
Development

We expect slight increases in revenue and a slightly rising price level for the business units for the
2019 financial year. Additional expansions and renovation activities will support long-term revenue
development but will lead to higher investments in 2019.

We expect that the positive revenue trend, efficient cost structures and the expansion of the
business models will lead to a significant year-on-year growth in operating EBITA in 2019.

As a result of high capital expenditures, the Group's net debt will continue to increase by the end of
2019. Sufficient provisions have been made for this in connection with the current credit facilities.

Cologne, 26 March 2019
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Income Statement for the Financial Year from 1 January to 31 December 2018

Revenue 9 53,377.8
Change in inventory 36.5
Other operating income 10 3,853.7
Cost of materials 11 -40,414.7
Personnel expenses 12 -7,100.6
Depreciation, amortisation and impairments 13 -1,272.7
Other operating expenses 14 -7,881.9

Impairment losses on financial assets -3.3

Miscellaneous -7,878.6

Operating result
Results from companies accounted for using the equity method 15
Results from the measurement of derivative financial instruments 16 o
Interest and similar income
Interest and similar expenses
Interest result 17
Other financial income 18

Financial result

\ NN v
o & N NN
N o 4 i o

Taxes on income 19 -153.7
Results from discontinued operations 5 0.0
Net income for the year attributable to shareholders of the parent companies 429.3
Net income for the year attributable to non-controlling interests 0.5
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49,424.3
44.1
3,397.6
-36,992.7
-6,735.3
-1,111.3
-7,535.3
0.0
-7,535.3
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Statement of Comprehensive Income*

for the Financial Year from 1 January to 31 December 2018

Net income for the year

Gains and losses from the translation of the financial statements of foreign subsidiaries
of which recognised directly to equity
of which recognised in profit or loss 0.0 -1.3

Gains and losses from the remeasurement of financial instruments at fair value through other comprehensive

income -9.0 6.6
of which recognised directly to equity -9.0 6.7
of which recognised in profit or loss 0.0 -0.1

Gains and losses from designated risk components of hedging instruments 14.1 -51.0
of which recognised directly to equity 2.4 -45.2
of which recognised in profit or loss 11.7 -5.8

Gains and losses attributable to costs of hedging 6.6 0.0

of which: recognised directly to equity 9.5 0.0

of which: recognised in profit or loss -29 0.0

Other comprehensive income of associates and joint ventures -0.3 0.1
of which recognised directly to equity -0.3 0.1

Deferred taxes on aforementioned gains or losses reported under other comprehensive income -8.1 16.0
of which recognised directly to equity -8.1 16.0

Other comprehensive income attributable to items to be recycled to the income statement at a later date if certain
conditions are met

Gains and losses from the remeasurement of defined-benefit pension commitments
Gains and losses from the remeasurement of equity instruments

Other comprehensive income of associates and joint ventures

Other comprehensive income attributable to items which will never be recycled to the income statement

Other comprehensive income -11.1 ”
Total comprehensive income 418.7 m

Comprehensive income attributable to shareholders of the parent companies 416.1 336.4

29.7
-8.8
-0.1
Deferred taxes on aforementioned gains or losses reported under other comprehensive income -9.9 7.0
s
L=

Comprehensive income attributable to non-controlling interests 2.6 -8.0

* Classification expanded as compared to the previous year in line with the initial application of IFRS 9.

(For disclosures, see note 32 "Equity")
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Balance Sheet as at 31 December 2018

ASSETS
Intangible assets 21 2,053.2 1,875.1
Property, plant and equipment 22 10,145.0 9,617.5
Investment properties 23 224 36.7
Companies accounted for using the equity method 25 161.0 143.8
Other financial assets 26 234.4 283.1
Other assets 28 158.1 84.8
Deferred tax assets 30 436.4 465.3

[ s
Inventories 29 4,012.1 3,835.9
Other financial assets 26 1,057.1 681.5
Trade receivables 27 1,400.6 1,262.4
Other assets 28 393.2 404.8
Current income tax assets 30 138.7 80.3
Cash and cash equivalents 31 639.2 653.4
Sub-total of current assets 6,918.3
Non-current assets held for sale and disposal groups 5 9.0 81.8
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EQUITY AND LIABILITIES

Subscribed capital 32 38.7
Capital reserves 32 30.8
Retained earnings 32
Other reserves 32
Treasury shares 32

Non-controlling interests 32
Employee benefits 33
Other provisions 34
Other financial liabilities 35
Trade payables 36
Other liabilities 37
Deferred tax liabilities 30

Non-current liabilities

Employee benefits 33
Other provisions 34
Other financial liabilities 35
Trade payables 36
Other liabilities 37
Current income tax liabilities 30

Liabilities from non-current assets held for sale and disposal groups 5
Current liabilities

Total assets
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Cash Flow Statement for the Financial Year from 1 January to 31 December2018

Results from continuing operations 429.8 341.8
Financial result 14.6 16.6
Income tax expense 153.7 133.0
Depreciation/amortisation and retroactive capitalisations on intangible assets, property, plant and equipment and

financial assets 1,244.0 1,102.5
Decrease in provisions -243.6 -92.8

Losses on the disposal of
intangible assets, property, plant and equipment and financial assets 19.8 8.1

Other non-cash expenses 16.2 -11.4

Increase in inventories, trade receivables and
other assets not attributable to investing or financing activities -612.9 -211.2

Increase in trade payables and

other liabilities not attributable to investing or financing activities 658.6 204.3
Income taxes paid -202.7 -184.8
Dividends received 40.4 41.0

Sub-total 1,347.1

Interest received 19.3 16.3
Interest paid -51.1 -63.2

Cash flows from operating activities, continuing operations b m
Cash flows from operating activities, discontinued operations m m

Proceeds from disposals of intangible assets, property, plant and equipment and investment properties 81.4 78.8
Proceeds from disposals of financial assets and companies accounted for using the equity method 203.0 359.0
Payments for/proceeds from the disposal of shares in consolidated companies -0.8 0.0
Purchase of intangible assets, property, plant and equipment and investment properties -1,793.7 -1,856.3
Purchase of financial assets and companies accounted for using the equity method -271.3 -429.0
Excess proceeds from business combinations and the acquisition of shares in consolidated companies 20.8 0.8

Payments for business combinations and the acquisition of shares in consolidated companies

Cash flows from investing activities, continuing operations

Cash flows from investing activities, discontinued operations

Paid dividends and other interests

Proceeds from equity contributions

Payments from changes in non-controlling interests
Cash proceeds from borrowings

Cash repayments of borrowings

Cash payments of finance lease liabilities

Change of affecting payment in cash funds
Change in cash funds related to changes in the scope of consolidation

Currency translation differences

(For disclosures, see note 38 "Cash Flow Statement")
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Statement of Changes in Equity for the 2017 Financial Year*

Other reserves
Reserve for
financial Reserve for at-
instruments 0 equity 0
. 0 0 Reserve for Costs of 0 0 Difference ! Equity Non-
Subscribed Capital Retained | measured at fair Revaluation accounting Reserve for Treasury .
. . cash flow hedging from currency parent controlling
capital reserves earnings value through reserve > components  deferred taxes shares |
hedges reserve translation 0 company interests
other taken directly to
comprehensive equity
income
As at 1 Jan. 2017 H d J b 5,697.0 48.5 5,745.5
Change in accounting policies 0.0 0.0 0.0 -1.2 1.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
As at 1 Jan. 2017 (adjusted) g d J b 5,697.0 48.5 5,745.5
Currency translation adjustments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 123 0.0 0.0 0.0 123 1.8 14.1

Financial instruments measured at
fair value through other

comprehensive income 0.0 0.0 0.0 0.0 0.0 6.6 0.0 0.0 0.0 0.0 0.0 6.6 0.0 6.6
Hedging instruments — designated
risk components 0.0 0.0 0.0 -52.1 0.0 0.0 0.0 0.0 0.0 16.2 0.0 -35.9 0.9 -35.0
Remeasurement of defined-benefit
pension commitments 0.0 0.0 10.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 10.6 -6.2 4.4
Other comprehensive income of
associates and joint ventures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.5 0.0 0.0 0.5 0.0 0.5
Other comprehensive income
Net income for the year 0.0 0.0 3423 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3423 -4.5 337.8
Comprehensive income I I 1 ! y 5 1 m
Capital increase/decrease 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1
Dividend distribution 0.0 0.0 -4.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -4.9 -3.5 -8.4
Changes in equity by shareholders
Changes in the scope of consolidation 0.0 0.0 0.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.9 1111 112.0
Acquisitions of non-controlling
interests 0.0 0.0 -2.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -2.2 -0.8 -3.0
Transfer between reserves 0.0 0.0 0.5 0.0 0.0 0.0 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Ending balance as at 31 Dec. 2017 . A H A 5 6,027.2 147.4 6,174.6

* Prior-year amounts adjusted in accordance with the provisions relating to financial instruments (IFRS 9) and accounting policies (IAS 8).
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Statement of Changes in Equity for the 2018 Financial Year

Other reserves

Reserve for
financial Reserve for at-

instruments 0 equity
. 0 0 Reserve for Costs of 0 0 Difference !
Subscribed Capital Retained measured at fair Revaluation accounting Reserve for Treasury

Equity Non-
parent controlling
company interests

. . cash flow hedging from currency
capital reserves earnings value through reserve > components  deferred taxes shares
hedges reserve translation 0
other taken directly to
comprehensive equity

income

As at 1Jan. 2018 a b b b 5 6,027.2 147.4 6,174.6

Change in accounting policies 0.0 0.0 119 -0.1 0.0 -0.1 0.0 -0.1 -0.2 0.5 0.0 11.9 0.0 11.9

As at 1 Jan. 2018 (adjusted) a H b g 5 6,039.1 147.4 6,186.5

Currency translation adjustments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -25.4 0.0 0.0 0.0 -25.4 0.1 -25.3

Financial instruments measured at

fair value through other

comprehensive income 0.0 0.0 0.0 0.0 0.0 -9.0 0.0 0.0 0.0 0.0 0.0 -9.0 0.0 -9.0
Hedging instruments — designated

risk components 0.0 0.0 0.0 14.1 0.0 0.0 0.0 0.0 0.0 -7.7 0.0 6.4 0.0 6.4
Hedging instruments — costs of

hedging 0.0 0.0 0.0 0.0 6.6 0.0 0.0 0.0 0.0 0.0 0.0 6.6 0.0 6.6
Remeasurement of defined-benefit

pension commitments 0.0 0.0 17.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 17.8 2.0 19.8
Financial instruments measured at

fair value through other

comprehensive income 0.0 0.0 -8.8 0.0 0.0 0.0 0.0 0.0 0.0 -0.4 0.0 -9.2 0.0 -9.2
Other comprehensive income of

associates and joint ventures 0.0 0.0 -0.1 0.0 0.0 0.0 0.0 0.0 -0.3 0.0 0.0 -0.4 0.0 -0.4

Other comprehensive income

Net income for the year 0.0 0.0 429.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 429.3 0.5 429.8

Total comprehensive income

Capital increase/decrease 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 3.6 3.6
Dividend distribution 0.0 0.0 -29.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -29.3 -12.6 -41.9
Changes in equity by shareholders

Changes in the scope of consolidation 0.0 0.0 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 17.3 17.2
Acquisitions of non-controlling

interests 0.0 0.0 6.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.0 -48.2 -42.2
Transfer between reserves 0.0 0.0 0.5 0.0 0.0 0.0 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Ending balance as at 31 Dec. 2018 .. d ! ! 5 o 6,431.8 110.1 6,541.9

(For disclosures, see note 32 "Equity")
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General Accounting Principles of the Combined
Financial Statements

1. BASIC PRINCIPLES

These financial statements are a summary of the consolidated financial statements of REWE-
ZENTRALFINANZ eG, Cologne (hereinafter referred to as "RZF" for short), and REWE - Zentral-
Aktiengesellschaft, Cologne (hereinafter referred to as "RZAG" for short), for the financial year ended
on 31 December 2018, and were prepared voluntarily (Combined Financial Statements). The
consolidated financial statements of the companies identified above were prepared in accordance
with International Financial Reporting Standards, as applicable in the European Union (hereinafter
referred to as "IFRSs" for short), the supplemental provisions of the German Commercial Code
(Handelsgesetzbuch, "HGB"), as well as the supplemental provisions of the articles of association of
RZAG and RZF, and were audited by PricewaterhouseCoopers GmbH
Wirtschaftsprifungsgesellschaft, Cologne. The Combined Financial Statements were also combined
following IFRSs and were subject to the premise that the two companies are considered to be joint
parent companies of their consolidated subsidiaries.

The Combined Financial Statements fully comply with all IFRSs as applicable in the European Union.
All accounting standards and interpretations requiring application for financial years starting 1
January 2018 have been taken into account.

The financial statements of the companies included in the Combined Financial Statements have been
prepared pursuant to uniform accounting principles. The income statement in the Combined
Financial Statements was prepared using the nature of expense method. The financial years of RZF
and RZAG and their subsidiaries (hereinafter referred to as the "groups" for short) correspond to the
calendar year. Unless otherwise indicated, all disclosures are in millions of euros (€ million).
Rounding may result in differences of + one unit (€, %, etc.).

These financial statements were released for publication by the Management Boards on 26 March
2019.

RZF's registered office is at DomstraRe 20 in Cologne, Germany, and is registered in the Register of
Cooperative Societies at the Local Court of Cologne under GnR 631. RZAG's registered office is also at
DomstraRe 20 in Cologne, Germany, and is registered in the Commercial Register of the Local Court
of Cologne under HRB 5281. The groups' business activities are divided into five "business segments",
which are subdivided further into divisions and business units. The main focus of the business
activities is on the chain food retail sector, in both the full-range stores and discount segments.

The Retail Germany business segment includes the REWE, Penny Germany and Retail Germany
Central Companies divisions.

In the REWE division, the Retail Germany business segment operates the chain food retail sector in
Germany under the REWE, REWE CITY, REWE CENTER and REWE to go brands. Retail Germany also
has an online presence with REWE.de. It also supplies independent retail dealers, group companies
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and REWE partner retailers in the merchandise wholesale business. This business is operated
primarily by REWE Markt GmbH, Cologne. In addition, the Penny Germany division operates the
chain food retail sector in Germany under the PENNY sales brand via Penny-Markt Gesellschaft mit
beschrankter Haftung, Cologne. In addition to the domestic real estate companies, the Retail
Germany Central Companies division also includes the production and sale of baking items under the
Glocken Backerei brand and the production of meat and sausage products under the Wilhelm
Brandenburg brand.

Responsibility for the Retail Germany business segment rests with REWE Beteiligungs-Holding
Aktiengesellschaft, Cologne.

The Retail International business segment covers the Austrian Full-Range Stores, CEE Full-Range
Stores and Penny International divisions. In the Austrian Full-Range Stores division, supermarkets and
consumer stores are operated in Austria under the BILLA, MERKUR and ADEG brands as well as drug
stores under the BIPA brand. In the CEE Full-Range Stores division, the Retail International stores are
also represented with the BILLA supermarket format in Bulgaria, Russia, Slovakia, the Czech Republic
and Ukraine. Supermarkets are also operated in Lithuania under the IKI brand. The business
segment's key companies are Billa Aktiengesellschaft, Wiener Neudorf, Austria, and Merkur
Warenhandels-AG, Wiener Neudorf, Austria. The Penny International division operates discount
stores in Italy, Austria, Romania, the Czech Republic and Hungary via separate sales and distribution
companies in each country operating under the PENNY MARKET brand.

The Travel and Tourism business segment comprises a number of tour operators, specialists which
offer a number of travel agency chains, franchise sales channels and online portals under the DER
Touristik umbrella brand. The Travel and Tourism business segment operates in Germany as well as
in the Benelux countries, Finland, France, the United Kingdom, Austria, Eastern Europe, Switzerland
and Scandinavia. The business is operated mainly via DER Touristik Deutschland GmbH, Cologne,
primarily under the brands ADAC REISEN, Apollo, Club Calimera, DER.COM, DER Reisebiiro, DERPART,
DERTOUR, EXIM Tours, helvetic tours, ITS, Jahn Reisen, KUONI and Meier's Weltreisen.

The DIY Stores (formerly: National Specialist Stores) business segment operates DIY stores under the
toom Baumarkt brand. The business segment is operated primarily by toom Baumarkt GmbH,
Cologne.

The Other business segment provides corporate services for REWE Group companies. This segment
handles goods procurement through REWE Group Buying GmbH, Cologne, deliveries to wholesale
customers through RZAG, and centralised settlement through RZF. The business segment's other key
companies are the financing company REWE International Finance B.V., Venlo, Netherlands
(hereinafter referred to as "RIF" for short), REWE Digital GmbH, Cologne, which bundles its online
activities, and the energy service provider -EHA-Energie-Handels-Gesellschaft mbH & Co. KG,
Hamburg.

For an exhaustive overview of the Group's subsidiaries, please refer to the List of Shareholdings
appended to the notes.
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2. APPLICATION AND EFFECTS OF NEW OR REVISED ACCOUNTING
STANDARDS

The following accounting standards were adopted for the first time in the 2018 financial year:

Name of standard, amendment or interpretation

IFRS 9 Financial Instruments, including amendments to this standard

IFRS 15 Revenue from Contracts with Customers, including amendments to this standard
IAS 40 Amendments: Transfers of Investment Property

IFRIC 22! Foreign Currency Transactions and Advance Consideration

Various? Amendments: Annual Improvements: 2014-2016 cycle

1 No material impacts resulted from the standard, amendment or interpretation.

IFRS 9: Financial Instruments, Including Amendments to this Standard
Classification and Measurement

This standard replaces the previous provisions on accounting for financial instruments set forth in IAS
39.

The groups opted for the simplified initial application for classification and measurement purposes.
The cumulative effect from the transition is recognised directly in equity. Comparative figures from
prior-year periods are not restated.

The measurement categories under IAS 39 are replaced by the "amortised cost", "fair value through
profit or loss" and "fair value through other comprehensive income" measurement categories. The
classification of a financial asset into these categories depends not only on its classification as an
equity or debt instrument in accordance with IAS 32 but also on its contractual characteristics
(contractual interest and principal payments or cash flow characteristics) and the underlying business
model ("hold-to-collect", "hold-to-collect and sell" or "sell") of the company. When classifying a
financial asset that is a debt instrument in accordance with IAS 32 in the "fair value through profit or
loss" category, it must be remeasured through profit or loss similar to the previous presentation in
accordance with IAS 39. If a financial asset (debt instrument) is assigned to the "fair value through
other comprehensive income" category, the asset is remeasured at fair value and any changes in
value are recognised in other comprehensive income. When classifying a financial asset in the
"amortised cost" category, it is subsequently measured at amortised cost using the effective interest
method.

Equity investments (equity instruments) that were measured at cost in accordance with the
exceptions under IAS 39 will be measured at fair value through profit or loss going forward. In
accordance with IFRS 9, the groups make the irrevocable election to present in other comprehensive
income subsequent changes in the fair value of an investment in an equity instrument (FVOCI
option). Due to the exercise of the FVOCI option for equity instruments, an initial application effect in
the lower double-digit million range was recognised in other comprehensive income.
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Subsidiaries and associates that, due to their immateriality, were not fully consolidated or accounted
for using the equity method and were previously recognised as "available-for-sale financial assets",
will be reported under other assets from the 2018 financial year onwards (75.4 million euros).

Debt instruments in the form of loans to associates whose contractual cash flows do not meet the
cash flows characteristics test will be measured at fair value through profit or loss from 1 January
2018 onwards ("fair value through profit or loss"). The negative transition effect due to application of
the new valuation technique is recognised in other comprehensive income and is in the lower
double-digit million range.

The requirements for classifying and measuring financial liabilities in accordance with IFRS 9 are
largely unchanged compared with the accounting requirements of IAS 39. Only when the irrevocable
election to recognise financial liabilities at fair value (fair value option) is made does IFRS 9 allow
changes in value resulting from own credit risk to be recognised directly in equity.

As was previously the case, the groups do not exercise the fair value option for financial assets or
financial liabilities.

Impairment Model

In addition to the new classification requirements, the new standard also includes new guidance on
calculating impairment losses on financial assets. The previous model for accounting for credit losses
was replaced by a multiple-stage model for accounting for expected credit losses.

The groups opted for the simplified initial application with regard to the impairment model. The
cumulative effect (0.3 million euros) from the transition was primarily attributable to trade
receivables and was recognised directly in equity. Comparative figures from the prior-year period
were not restated. The increase in the loss allowance was due primarily to the requirement that loss
allowances also be recognised for credit-impaired assets.

The carrying amounts of the financial assets and financial liabilities pursuant to the measurement
categories in accordance with IAS 39 and IFRS 9 are as follows:
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Financial assets

Other financial assets

31 Dec. 2017

Category in accordance with IAS 39

1Jan. 2018
Category in accordance with IFRS 9

Difference

T B

Other receivables from suppliers Loans and receivables 543.7 Amortised cost 543.7 0.0
Loans Loans and receivables 238.0 Amortised cost 238.0 0.0
Fair value through profit
Shareholder loans to partner companies Loans and receivables 41.5 | ehp 40.4 -1.1
or loss
Receivables from derivative financial
. 25.2 25.2 0.0
instruments
Derivatives not included in hedge Financial assets held for 153 Fair value through profit 153 0.0
accounting trading ~ orloss ’ ’
Derivatives included in hedge
. N/A 9.9 N/A 9.9 0.0
accounting
Shares in corporations and other Financial assets available Fair value through profit
. 61.0 6.7 -54.3
securities for sale or loss?
Fair value through other
. 35.8 35.8
comprehensive income
. . Financial assets available Fair value through profit
Interest in partnerships 46.1 2.4 -43.7
for sale or loss?
Other financial assets Loans and receivables 9.1 Amortised cost 9.1 0.0
Trade receivables Loans and receivables 1,262.4 § Amortised cost 1,262.1
Cash and cash equivalents Loans and receivables 653.4 | Amortised cost 653.4
Financial liabilities
Other financial liabilities 2,397.6 23976 o9
o Financial liabilities at .
Liabilities to banks . 1,120.8 Amortised cost 1,120.8 0.0
amortised cost
Liabilities from finance leases? N/A 899.7 N/A 899.7 0.0
Liabilities from derivative financial
. 36.5 36.5 0.0
instruments
Derivatives not included in hedge Financial liabilities held for e Fair value through profit SET 0.0
accounting trading " orloss ’ ’
Derivatives included in hedge
. N/A 21.5 N/A 21.5 0.0
accounting
. o Financial liabilities at .
Other financial liabilities 340.6 Amortised cost 340.6 0.0

Trade payables

amortised cost

Financial liabilities at

amortised cost

1) Change includes reclassification of immaterial affiliated companies and associates

2) Carrying amount in accordance with IAS 17

Hedge Accounting

Amortised cost 6,160.1 n

The initial application of IFRS 9 also amends the rules for hedge accounting. When entities apply the

standard for the first time, they have the option to continue hedge accounting in accordance with IAS
39. The groups did not exercise this option. Hedges are therefore accounted for in accordance with

IFRS 9. The requirements of the new standard are that operating risk management and hedge

accounting be aligned to a greater degree in order to better present a true and fair view of the
economic relationships between the hedged item and the hedging instrument. In the context of

applying the standard, the groups have aligned their risk management strategies with one set of

uniform hedging procedures.
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In addition, hedge accounting in accordance with IFRS 9 results in expanded designation options as
well as the need to implement more complex accounting and measurement methodologies. The
groups recognise designated changes in fair value in the reserve for cash flow hedges, while gains or
losses from non-designated changes in fair value are reported in the costs of hedging reserve. Non-
designated changes in the time value of foreign currency options or forward components and the
foreign currency basis spread of forward transactions are recognised as costs of hedging.

In accordance with IAS 39, the time value of foreign currency options was presented in the financial
result as the ineffective portion of existing cash flow hedges. Since no foreign currency options were
designated as hedging instruments using hedge accounting in the previous year, the retrospective
application of the requirements governing the designation of option transactions did not result in any
effects from the initial application or the need to restate the prior-year figures.

Upon initial application, the groups also applied the option to retrospectively implement the new
accounting requirements governing the exclusion of the foreign currency basis spreads of forward
exchange contracts designated as hedging instruments. The restatement of the prior-year
comparative figures was restricted to reclassifying the measurement gains and losses on foreign
currency basis spreads between the reserve for designated risk components and the costs of hedging

reserve.

Adjustment as at 1 Jan. 2017 +3.1 -3.1
Adjustment as at 30 June 2017 -0.3 +0.3
Adjustment as at 31 Dec. 2017 -1.2 +1.2

By contrast, the forward elements of the forward exchange contracts designated as hedging
instruments will continue to be treated as the effective portion of the derivative and recognised in
the reserve for designated risk components.

The forward elements and the foreign currency basis spreads were excluded from the designation for
forward exchange contracts that had been concluded as at 1 January 2018, and were designated as
hedging instruments using hedge accounting.

If the amendments to IFRS 9 to exclude certain value components of hedging instruments had not
been applied as at the balance sheet date, the reserve for designated risk components would have
amounted to 10.0 million euros instead of 2.2 million euros.

IFRS 15: Revenue from Contracts with Customers

The new standard provides uniform, principle-based guidance on the revenue recognition for all
industries and all categories of transactions and replaces a number of individual provisions. The date
and amount of revenue is based on a five-step model. Under this model, an entity must recognise
revenue to depict the transfer of promised goods or services to customers in an amount that reflects
the consideration to which the entity expects to be entitled in exchange for those goods or services.
Control can still be passed either at a point in time or over time. Furthermore, the standard clarifies a
number of technicalities such as how changes to contracts should be handled and how variable

Page 54



consideration such as rebates, rights of return and performance-based compensation should be
measured. Moreover, the standard includes new guidance on principal versus agent considerations
and costs of obtaining a contract.

The DIY Stores business segment recognised reimbursement liabilities from possible returns in the
low seven-figure range. The associated right to receive the returned products from the customer in
return for reimbursing the payment is recognised as an asset.

The new standard also gives rise to further effects on the balance sheet and income statement. Due
to their immateriality, these effects are not presented separately.

The groups apply the modified retrospective transition method, under which a cumulative
restatement effect is recognised as at the transition date. Comparative figures from prior-year
periods are not restated.

New or Revised Accounting Standards Published, but not yet Applied
During the 2018 Financial Year

The new standards and interpretations listed below, as well as amendments to existing standards,
were issued by the IASB, but — if adopted as European law — did not yet require application in the
2018 financial year. Any option for voluntary early application was not exercised for these accounting
standards.

New or Revised Accounting Standards Published, but not yet Applied During the 2018 Financial Year

Mandatory Standard has
application already been
PP . Name of standard, amendment or interpretation .
expected in adopted as
financial year European law
Amendments: Prepayment Features with Negative
IFRS 91 . Yes
Compensation
IFRS 16 Leases Yes
Amendments: Long-term Interests in Associates and Joint
2019 IAS 28! Yes
Ventures
IFRIC 23! Uncertainty over Income Tax Treatments Yes
IAS 191 Amendments: Plan Amendment, Curtailment or Settlement Yes
Various?! Amendments: Annual Improvements: 2015-2017 cycle yes
IFRS 3! Amendments: Definition of a Business Yes
2020 IAS 1/1AS 8! | Amendments: Definition of Material No?
Various?! Amendments: Revised Conceptual Framework No?
2021 IFRS 17¢ Insurance Contracts No?
1 No material impacts are expected to result from the standard, amendment or interpretation.
2 Since the standard, amendment or interpretation has not yet been adopted as European law, there is no mandatory
application date within the European Union. Consequently, the date of initial application as planned by the IASB, on
which the allocation to financial years is based, is subject to change.

The first-time application of the new standards or amendments is expected to have the following
effects on the presentation of net assets, financial position and results of operations:
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IFRS 16: Leases

The new standard, IFRS 16, will replace the currently applicable standard, IAS 17, and IFRIC 4. The
scope of IFRS 16 includes in general all rental and lease arrangements, sub-letting arrangements and
sale-and-leaseback transactions.

The purpose of the new standard is to account for all obligations arising from rental and lease
arrangements. The principal innovation of IFRS 16 as compared to IAS 17 relates to lessee
accounting. Going forward, lessees will no longer be required to classify leases as either operating or
finance leases. Instead, the lessee must recognise a liability as at the date on which the lessor
transfers the asset to the lessee for use as well as a corresponding right-of-use asset, which is
generally equal to the present value of the future lease payments plus directly attributable costs.
During the term of the lease, the lease liability is adjusted using a model based on financial
mathematics, while the usage right is amortised. The REWE Group has elected to not recognise right-
of-use assets and lease liabilities for short-term leases and for leases for which the underlying asset is
of low value.

At the lessor, however, the provisions of the new standard do not differ from the previous standards
of IAS 17. The criteria of IAS 17 are taken over for the classification pursuant to IFRS 16.

From the lessor's point of view, subleases in particular will need to be analysed. According to the
information currently available, the effect on the balance sheet and income statement is expected to
be minor, since, based on current analyses, a significant number of subleases will continue to be
recognised as operating leases.

The new standard will materially affect EBITDA, EBITA, EBIT, EBT and EAT: the future lease payments
attributable to leases to be recognised will no longer be reported as a lease expense. These leases
will be recognised through profit or loss by amortising the recognised right-of-use asset and
discounting the lease liability.

The new standard will also affect the cash flow statement: Whereas the lease expenses from
operating leases are currently reported under cash flows from operating activities, the effects from
these leases to be recognised going forward will be reported in different sections of the cash flow
statement: interest paid must be recognised under cash flows from operating activities and payment
of the lease liability under cash flows from financing activities. Thus, IFRS 16 will lead to an increase
in cash flows from operating activities and a decrease in cash flows from financing activities.

The groups will apply the standard from the mandatory effective date on 1 January 2019. The
modified retrospective approach is currently used to determine the effect of the changes as at the
date of initial application. Consequently, the comparative figures for the year prior to initial
application will not be restated retrospectively. The lease liability must be measured as at the date of
first-time application using the present value of the lease payments still outstanding as at the
transition date, applying the incremental borrowing rate. The right-of-use asset is recognised at the
same amount less amounts recognised as provisions if the lease is an onerous contract as defined in
IAS 37 (option). The cumulative effect is recognised in retained earnings.

The REWE Group reviewed the groups' significant leases (real estate and vehicle fleet) with respect
to the new accounting requirements for leases under IFRS 16. The standard will have fundamental
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effects on the accounting treatment of operating leases. As at the balance sheet date, the REWE
Group reported obligations from non-cancellable operating leases of 12,847.3 million euros
(undiscounted; see note 24 "Leases"). In the case of agreements previously classified as finance
leases, the carrying amount of the right of use asset and the lease liability in accordance with IFRS 16
as at 1 January 2019 corresponds to the values recognized in accordance with IAS 17 as at 31
December 2018 (IFRS 16.C11).

In the Combined Financial Statements, a lease expense of 1,892 million euros is reported as at 31
December 2018 (for current rental and lease expenses, see note 14 "Other Operating Expenses").
The accounting of operating leases in accordance with IFRS 16 is expected to result in a lease liability
of approximately 9 billion euros. The recognition of right-of-use assets is expected to decline by
approximately 0.5 billion euros. Depending on the lease term, country, location (real estate) and
other conditions specific to the leased asset, interest rates of between 0.75 per cent and 13.75 per
cent were used to calculate the present value. Options to renew are only taken into account if, on
the basis of the plans approved by management, it is sufficiently certain that the corresponding
leased asset will continued to be operated over this period; otherwise, the shortest possible lease
term is assumed. The lease expenses reported as at 31 December 2018 include immaterial expenses
for short-term leases and for leases for which the underlying asset is of low value.

3. CONSOLIDATION

Consolidation Principles

The Combined Financial Statements are prepared in accordance with the consolidation methods
presented below.

a) Subsidiaries

Generally, subsidiaries are all companies at which RZF or RZAG, or both together, that on account of
substantial direct or indirect rights have the ability to control key business activities of these
companies so as to generate variable returns (controlled companies). The existence and effect of
potential voting rights which are currently exercisable or convertible are taken into account when
evaluating whether control exists.

Subsidiaries are generally included in the Combined Financial Statements (full consolidation) from
the date on which control has been transferred, directly or indirectly, to RZF or RZAG or both
together. They are deconsolidated when control is lost. Subsidiaries classified as held for sale are
recognised pursuant to the provisions for non-current assets, disposal groups and discontinued
operations held for sale.

Acquired subsidiaries are recognised using the acquisition method. The acquisition cost corresponds
to the fair value of the assets acquired, the equity instruments issued and the liabilities incurred or
assumed as at the transaction date. Costs related to the business combination are always treated as
expenses, regardless of whether they are directly allocable to the acquisition. Upon initial
consolidation, the assets, liabilities and contingent liabilities identifiable in connection with a
business combination are measured at their fair value as at the acquisition date, irrespective of the
extent of any non-controlling interest.
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The excess of the acquisition cost over the interest in the net fair value of the assets acquired is
recognised as goodwill. If the acquisition cost is less than the net fair value of the assets of the
acquired subsidiary after reassessing the measurement, the difference is recognised in the income
statement under "other operating income".

Intercompany transactions and any resulting gains that are included in the Combined Financial
Statements are eliminated. Losses are also eliminated unless the transaction indicates an impairment
of the transferred asset.

The separate financial statements of the domestic and foreign subsidiaries consolidated are prepared
according to uniform accounting policies.

b) Joint Ventures and Joint Operations

Joint arrangements, over which RZF or RZAG, or both together, directly or indirectly, exercise joint
control with one or more partners by virtue of a contractual agreement, are included in the
Combined Financial Statements as joint ventures or joint operations. Currently, no joint operations
are included in the Combined Financial Statements. Joint ventures are included in the Combined
Financial Statements using the equity method. Please see the explanatory notes with regard to
associates for the general accounting treatment using the equity method. They are recognised from
the date on which joint control can be exercised until the date on which joint control is lost. Joint
ventures classified as held for sale are recognised pursuant to the provisions for non-current assets,
disposal groups and discontinued operations held for sale. Entities over which joint control cannot be
exercised despite a corresponding share of voting rights are classified as associates or as other equity
investments.

c) Associates

An entity at which the groups have the ability to significantly influence financial and operating
decisions, and in which the groups regularly hold 20 to 50 per cent share of voting rights, directly or
indirectly, is classified as an associate and recognised in the Combined Financial Statements using the
equity method. The equity method is not used if an associate has been classified as held for sale. An
entity in which the share of voting rights is 20 per cent or more, but whose financial and operating
policy cannot be significantly influenced, is classified as other equity investments. These shares are
reported under non-current financial assets and generally measured at fair value. If the fair value
cannot be reliably measured, the amortised cost is the best estimate.

An entity is generally included in the group of associates accounted for using the equity method from
the date on which significant influence over the entity can first be exercised. An entity is no longer
included in the Combined Financial Statements using the equity method as at the date on which
significant influence can no longer be exercised. An associate classified as held for sale is recognised
in accordance with the provisions for non-current assets, disposal groups and discontinued
operations held for sale.

Investments in associates are initially recognised at cost. In addition to the interest in net assets, cost
reflects the disclosed hidden reserves and liabilities and a premium paid in the form of goodwill. A
gain on a bargain purchase is recognised immediately in profit or loss. If there are indications of an
impairment of the entity accounted for using the equity method, the entire carrying amount of the

Page 58



investment is subjected to an impairment test. A subsequent reversal of impairment also applies to
the entire carrying amount.

The groups' interest in an associate includes the goodwill identified upon acquisition, subsequent
effects from the adjustment of hidden reserves and liabilities and pro-rata profits and losses of the
associated company as at the acquisition date, less the cumulative impairment losses from
impairment testing of the carrying amount of the equity-accounted investment.

During subsequent consolidation, the carrying amount recognised in the balance sheet increases or
decreases in accordance with the groups' share of the associate's net income/loss for the period.
Changes recognised directly in the associate's equity are also recognised directly in equity in the
Combined Financial Statements in the amount of the groups' interest. If the carrying amount of the
investment and other unsecured receivables of the groups are written down in full due to pro-rata
losses of the associate, the groups do not recognise any additional losses unless they have entered
into a legal or constructive obligation or have made payments for the associate.

Significant "upstream" and "downstream" transactions and resulting profits between the companies
of the groups as well as those between an associate or joint venture are eliminated. Significant losses
are also eliminated unless the transaction indicates an impairment of the transferred asset.

The accounting policies of associates are adjusted as required to ensure uniform accounting
treatment.

Consolidation Principles in Connection with Step-ups and Step-downs
a) Control Obtained in Stages

For a business combination achieved in stages, there is an upward consolidation as at the acquisition
date when control is obtained for the first time. First, the previously held interest is measured at fair
value through profit or loss. Then, a first-time consolidation is recognised based on the fair values of
all acquired shares. Together with the consideration transferred for the recently acquired shares, the
amount of non-controlling interests and the net fair value of the subsidiary's assets, the remeasured
interest forms the basis for calculating goodwill or a bargain purchase.

If the shares previously held were classified as equity instruments for which the fair value option was
exercised, the changes in fair value recognised in equity must be reclassified to retained earnings.

Upon a transition from the equity method to full consolidation, the interest previously recognised
using the equity method is also remeasured to fair value through profit or loss. Reserves recognised
directly in equity are reversed as if the previously held interest had been sold. Upon disposal, these
reserves are reversed in accordance with the individual standards under which they were recognised.

b) Loss of Control with Retention of an Interest

Upon loss of control, the interest disposed of is deconsolidated through profit or loss. At the same
time, amounts related to this interest recognised directly in equity are either recognised through
profit or loss or reclassified to other retained earnings depending on the provisions of the individual
standards under which these reserves were recognised. Any remaining interest in the entity is
measured at fair value through profit or loss in the Combined Financial Statements as at the date of
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the step-down. The accounting treatment of this remaining interest in subsequent periods is made in
accordance with the provisions for financial instruments, for associates or for joint ventures.

c) Step-ups or Step-downs in Interests Without Loss of Control

i) Step-ups in Interests in Controlled Companies

Acquisitions of interests in a subsidiary, whose direct or indirect control by the groups was possible
prior to the acquisition, are accounted for as equity transactions between owners. A difference
between the purchase price and the interest of the non-controlling interests in the net assets
resulting from such an acquisition is recognised directly in equity in the Combined Financial
Statements.

ii) Step-downs of Interests in Controlled Companies

The disposal of interests in a subsidiary without loss of control is treated analogously to an increase
in controlling interests — as a pure equity transaction. As a result, for sales to non-controlling
interests, differences between the disposal proceeds and the corresponding interest in the net
carrying amount of the subsidiary's assets are also recognised directly to equity in the Combined
Financial Statements.

Scope of Consolidation

During the financial year, the Combined Financial Statements included 412 (previous year: 396)
subsidiaries, of which 260 (previous year: 249) were German and 152 (previous year: 147) were
foreign.

Changes to the Scope of Consolidation in Financial Year 2018

Fully-consolidated subsidiaries

Germany International
of which: acquisitions

--

of which: mergers, accretions or liquidations

As at 1Jan. 2018

Additions

of which: new formations or initial consolidations of companies already under control

of which: disposals
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Disclosures on Changes in the Scope of Consolidation

Companies Included in the Scope of Consolidation for the First Time During the Financial Year

No. Company Name, Registered Office
Germany
1. Glockenbrot Immobilien 1 GmbH & Co. KG, Cologne
2. REISEBURO RADE GMBH, Offenburg*
3. REWE Immobilien 2 GmbH & Co. KG, Cologne
4. REWE Immobilien 3 GmbH & Co. KG, Cologne
5. REWE Immobilien Beteiligungs GmbH, Cologne
6. REWE LOG 30 GmbH, Cologne
7. REWE LOG 31 GmbH, Cologne
8. REWE LOG 32 GmbH, Cologne
9. REWE Markte 46 GmbH, Cologne

10. REWE Maérkte 47 GmbH, Cologne

11. REWE Maérkte 54 GmbH, Cologne

12. REWE Maérkte 55 GmbH, Cologne

13. REWE Maérkte 56 GmbH, Cologne

14. Wilhelm Brandenburg Immobilien 2 GmbH & Co. KG, Cologne

15. Wilhelm Brandenburg Immobilien 3 GmbH & Co. KG, Cologne
* Acquisitions

4
o

Company Name, Registered Office
International
commercetools B.V., Amsterdam
DER Touristik Tunisie S.A.R.L., Tunis
Destination Touristik Services d.o.o0., Pula
Journey Latin America Limited, London*
REWE Systems Austria GmbH, Premstatten
REWE Systems Spain S.L., Malaga
Travel LAB SAS, St. Ouen*
UAB Palink, Vilnius*
Xtravel AB, Stockholm*
* Acquisitions

W XN REWDNR

Companies that were Deconsolidated in the Financial Year due to Mergers, Accretions, Liquidations or

Disposals
No. Company Name, Registered Office
Germany
1. DIY Union GmbH, Cologne*
2. Gartenliebe GmbH, Cologne
3. REWE Unterhaltungselektronik GmbH, Cologne
4. SELGROS Verwaltung GmbH & Co. Vermietungs-KG, Pullach i. Isartal

* Partial disposal

No. Company Name, Registered Office
International

Falk Lauristen Rejser A/S, Herning

MAXXI S.R.L., Milan

REWE ITALIA SRL, Carmignano di Brenta
Serenissima Travel Limited, London

Eall R

Eight joint ventures (previous year: seven) and 12 associates (previous year: 14) were included using
the equity method in the financial year.
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In addition, the groups have interests in a total of 1,214 REWE partner companies (previous year:
1,151) which are also included as associates using the equity method.

4. ACQUISITIONS

In January 2018, REWE-Beteiligungs-Holding International GmbH, Cologne, acquired a further 11.23
per cent interest in the associate UAB Palink, Vilnius, Lithuania (hereinafter "UAB Palink"), followed
by another 13.27 per cent in July 2018. On acquiring the two tranches, REWE-Beteiligungs-Holding
International GmbH held a 68.85 per cent interest and thus control over UAB Palink. An additional
24.90 per cent interest was acquired in September 2018. The initial consolidation date is 1 August
2018.

Fair Value of the Identified Assets and Liabilities as at the Date of Acquisition

Intangible assets 20.3
Property, plant and equipment 94.0
Inventories 45.1
Trade receivables 225
Other assets 3.6
Cash and cash equivalents 37.9

Deferred tax assets

Employee benefits

Other provisions 0.3
Trade payables 66.6
Other liabilities 51.9

Deferred tax liabilities

Total liabilities 122.7

Fair value of net assets

Fair value of previously held shares
Non-controlling interests

The goodwill primarily reflects location advantages and synergies. It is not tax deductible. The
remeasurement of the existing shares (55.58 per cent) resulted in a gain of 11.1 million euros, which
is recognised under other operating income. The existing shares were measured using a DCF method.

The receivables amount to 3.5 million euros gross, of which 1.0 million euros is expected to be
uncollectable. Between 1 August 2018 and 31 December 2018, UAB Palink contributed 274.2 million
euros to revenue and 9.1 million euros to earnings in the Combined Financial Statements. Had the
company been consolidated as at 1 January 2018, it would have contributed an additional 378.4
million euros to revenue and an additional 7.3 million euros to earnings in the Combined Financial
Statements. Negligible acquisition-related costs were incurred in connection with the acquisition of
UAB Palink, which are recognised under other operating expenses. The acquisition resulted in a cash
inflow of 16.2 million euros as at the initial date of consolidation.

In accordance with the purchase agreement dated 5 March 2018, DER Touristik Group GmbH,
Cologne, acquired all shares in Travel LAB SAS, Bloom Investissements SAS and Key 2014 SAS, each
with registered office in Saint-Ouen, France (hereinafter "Travel Lab"). Travel Lab is a tour operator
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which mainly offers guided tours, beach holidays at locations in the Indian Ocean and exclusive
cruises. The acquisition served to tap a new source market in the area of tourism. The initial
consolidation date is 1 March 2018.

Fair Value of the Identified Assets and Liabilities as at the Date of Acquisition

Intangible assets

Property, plant and equipment 1.2
Inventories 4.7
Trade receivables 18.6
Other financial assets 0.3
Other assets 8.2
Cash and cash equivalents 15.0

Current income tax receivables

Employee benefits

Other provisions 0.6
Trade payables 9.5
Other financial liabilities 0.2
Other liabilities 23.8

Total liabilities m
Fair value of net assets

The goodwill is attributable to the incoming employees and future synergies. It is not tax deductible.
The trade receivables amount to 18.9 million euros gross, of which 0.3 million euros is expected to be
uncollectable. A contingent payment was agreed with the previous owner in connection with the
acquisition; this payment is not part of the purchase price but rather a separate transaction. The
payment must be made if certain earnings targets are exceeded. The earnings targets were not
reached on the reporting date, meaning that a liability did not have to be recognised.

Between 1 March and 31 December 2018, Travel Lab contributed 113.0 million euros to revenue and
0.9 million euros to earnings in the Combined Financial Statements. Negligible acquisition-related
costs were incurred in connection with the first-time inclusion of Travel Lab and are recognised
under other operating expenses. The acquisition resulted in a cash outflow of 15.5 million euros.

In accordance with the agreement dated 31 October 2018, DER Touristik UK Limited, Dorking, United
Kingdom, acquired all shares in Journey Latin America Limited, London, United Kingdom. Journey
Latin America Limited is a special organiser of travel to Central and South America. The initial
consolidation date is 31 October 2018.

Page 63



Fair Value of the Identified Assets and Liabilities as at the Date of Acquisition

Journey Latin
America

Intangible assets 0.1
Inventories 2.2
Other financial assets 0.4
Other assets 0.2

Cash and cash equivalents

Prepayments received

Trade payables 0.8
Other liabilities

Total liabilities m

Fair value of net assets

8.2

5.5

The goodwill primarily reflects the synergies and expertise of the specialist organiser. Between 31
October 2018 and 31 December 2018, Journey Latin America Limited contributed 4.1 million euros to
revenue and 0.3 million euros to earnings in the Combined Financial Statements. Only immaterial
acquisition-related costs were incurred as part of the acquisition; they are recognised under other
operating expenses. The acquisition resulted in a cash outflow of 0.3 million euros.

In September 2017, DER Touristik Nordic AB, Stockholm, Sweden, acquired Xtravel AB, Stockholm,
Sweden. The company was classified as immaterial upon acquisition and was fully consolidated for
the first time on 1 January 2018 due to an increase in business volume. In exercising the option under
IFRS 1.18 in conjunction with IFRS 1.C1, no retrospective purchase price allocation in accordance with
IFRS 3 was performed. The cost was 1.7 million euros. This resulted primarily in additions to trade
receivables (0.4 million euros), cash (0.6 million euros) and other liabilities (1.2 million euros). The
first-time inclusion resulted in 1.8 million euros in goodwill.

Under the agreement dated 14 December 2017, DERPART Reisevertrieb GmbH, Frankfurt, acquired
all shares in Reisebiiro Rade GmbH, Offenburg. The company operates travel agencies in five
locations in the Offenburg metropolitan area. The initial consolidation date was 1 January 2018. The
costs to acquire the shares amounted to 2.6 million euros. This resulted primarily in additions to cash
and cash equivalents (1.7 million euros) and other liabilities (1.7 million euros). The acquisition
resulted in 1.2 million euros in goodwill. The company contributed 3.0 million euros to revenue and
0.4 million euros to earnings in the Combined Financial Statements.

In November 2018, PENNY MARKET S.R.L., Milan, Italy, acquired two stores in Italy. The acquisition
took the form of an asset deal. The cost was 1.8 million euros. This resulted in immaterial additions
to property, plant and equipment and other liabilities. The acquisition resulted in 1.6 million euros in
goodwill, which primarily reflected the value of advantageous locations.

000 BILLA, Moscow, Russia, acquired a total of 12 stores in Russia during the financial year. The
acquisitions took the form of asset deals which did not meet the requirements of IFRS 3. Of the 23.9
million euros in costs, 7.2 million euros was paid during the financial year. The acquisition primarily
resulted in additions to immaterial assets. Due to a deterioration in the revenue forecasts for the

Page 64



acquired stores, impairment losses of 6.8 million euros on the acquired immaterial assets were
recognised in 2018.

5. DIVESTITURES

BILLA CROATIA

BILLA Croatia was classified as a discontinued operation in 2016 and deconsolidated as at 31 March
2017. This resulted in a loss of 4.0 million euros, which was attributable exclusively to the
shareholders of the parent company. In the previous year, the result included 1.1 million euros in
income tax expenses.

In connection with the disposal of this discontinued operation, provisions amounting to 3.5 million
euros were recognised. Upon derecognition of the discontinued operation, this amount was
reclassified to other provisions.

Prior to reclassification in accordance with IFRS 5, all income and expenses from intra-Group
transactions were eliminated between the discontinued and continuing operations in the previous
year. This amounted to 5.6 million euros and related to cost of materials.

Real Estate

The properties classified as held for sale in the previous year were sold in the financial year. During
the financial year, three properties held by Retail International were classified as held for sale.

UAB Palink

Since it is no longer intended to be sold, UAB Palink, which had been classified as held for sale in the
previous year, was for the time being again reported under companies accounted for using the
equity method (see note 4 "Acquisitions" and note 25 "Companies Accounted for Using the Equity
Method").

6. CURRENCY TRANSLATION

The Combined Financial Statements are prepared in euros. This corresponds to the currency of the
groups' primary economic environment (functional currency).

The items of each entity included in the financial statements are measured using the currency of the
primary economic environment in which the entity operates (functional currency).

Translation of Transactions in the Separate Financial Statements

Transactions in foreign currency in the financial statements of the groups' combined companies are
translated into the functional currency using the exchange rate applicable as at the transaction date.
Gains and losses resulting from the settlement of such transactions as well as from the translation of
monetary assets and liabilities maintained in foreign currency at the closing rate are recognised in
profit or loss.
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Translation of Financial Statements of Subsidiaries with Different
Functional Currencies into the Reporting Currency (Euro)

Financial statements of subsidiaries which were prepared in a functional currency other than the

euro reporting currency are translated pursuant to the concept of functional currency translation.

Assets and liabilities are translated using the closing rate for each balance sheet date. For the sake of

simplification, the income and expense items in the income statement are translated at the average

rate for the period.

Differences from the translation of financial statements prepared in a different functional currency

are recognised directly in equity. A translation difference recognised directly in equity will not be

realised until the corporate unit is deconsolidated.

Financial statements that are accounted for using the equity method and prepared in a different

functional currency are also translated pursuant to the functional currency concept when adjusting

equity.

Exchange Rates of Countries not Participating in the European Monetary Union

AED
AUD
BGN
CAD
CHF
CNY

CzK
DKK

GBP
HKD
HRK
HUF
MAD
NOK
NzD
PLN
RON
RUB
SEK
SGD
THB
TND
UAH
usb
ZAR

7. ACCOUNTING POLICIES

United Arab Emirates
Australia

Bulgaria

Canada

Switzerland

China

Czech Republic

Denmark

United Kingdom
Hong Kong
Croatia
Hungary
Morocco
Norway

New Zealand
Poland

Romania
Russian Federation
Sweden
Singapore
Thailand
Tunisia

Ukraine

USA

South Africa

Dirham
Dollar
Lew
Dollar
Franc
Yuan
Koruna
Krone

Pound
Sterling

Dollar
Kuna
Forint
Dirham
Krone
Dollar
Zloty
Leu
Rouble
Krona
Dollar
Baht
Dinar
Hryvnia
Dollar

Rand

Closing rate per €

31 Dec. 2018 |31 Dec. 2017

4.207 4.404
1.622 1.535
1.956 1.956
1.560 1.504
1.123 1.170
7.878 7.804
25.778 25.535
7.467 7.445
0.903 0.887
8.972 9.372
7.410 7.440
321.610 310.330
10.920 11.236
9.974 9.840
1.706 1.685
4.303 4.177
4.663 4.659
79.545 69.392
10.277 9.844
1.564 1.602
37.317 39.121
3.424 2.974
31.583 33.732
1.145 1.199
16.451 14.805

Average rate per €

2018 2017
4.338 4.148
1.580 1.473
1.956 1.956
1.529 1.465
1.155 1.112
7.808 7.629

25.647 26.326
7.453 7.439
0.885 0.877
9.257 8.805
7.418 7.464

318.881 309.193

11.082 10.950
9.596 9.327
1.706 1.590
4.261 4.257
4.654 4.569

74.019 65.938

10.258 9.635
1.593 1.559

38.169 38.296
3.109 2.731

32.111 30.020
1.181 1.130

15.615 15.049

The significant provisions presented below on recognition and measurement have been applied

uniformly for all accounting periods presented in these financial statements.
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Intangible Assets

With the exception of goodwill, intangible assets are recognised at cost when acquired. If their useful
life can be determined, they are generally amortised on a straight-line basis over their contractual
term or their shorter economic useful life. Favourable contracts are amortised over the individual
contractual term.

Economic Useful Lives Underlying Amortisation

Useful life

Software BE5
Trademarks 5-30
Customer relationships 4-21
Licenses 1-45
Leasehold interests 1-25
Permanent rights of use 2-30

Internally generated intangible assets must be capitalised only if certain precisely defined
prerequisites are met. In the Combined Financial Statements, this applies to internally developed
software. Cost comprises all directly allocable costs necessary to prepare and produce the software
products. In addition to external costs, this also encompasses internal personnel costs. Capitalised
development expenses are amortised over the expected useful life of the newly developed software.
Research costs are expensed in the period in which they arise.

Goodwill represents the excess of the cost of an acquisition over the acquirer's share of the net fair
value of the net assets on the acquisition date. Such goodwill is allocated to intangible assets and is
not amortised. Goodwill is measured at its original cost less cumulative impairments and assessed at
least annually as part of an impairment test. Goodwill attributable to foreign entities is recognised in
local currency and subject to currency translation. No reversals of impairment are carried out on
goodwill.

Goodwill from the acquisition of an associate or a joint venture is included in the carrying amount of
the investment in associates or joint ventures.

Property, Plant and Equipment

Property, plant and equipment is measured at cost less accumulated depreciation and cumulative
impairment losses. The cost includes the expenses directly attributable to the acquisition. Borrowing
costs are capitalised solely when material assets are produced which require more than twelve
months of preparation for their intended use or sale. In the groups, this concerns warehouses and
administrative buildings in particular. All other borrowing costs are expensed in the period in which
they are incurred. Public investment subsidies received and free investment grants are considered by
reducing the cost of the corresponding asset by the amount of the subsidy.

Depreciation is generally taken on a straight-line basis over the respective economic useful life.
Residual carrying amounts and economic useful lives are reviewed at each balance sheet date and
adjusted if necessary. As part of the review of the economic useful lives of real estate, the maximum
useful life was reduced from 50 to 40 years for the majority of the store properties.
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Useful life

Buildings 25-50
Investment properties 25-50
Leasehold improvements 7-15
Technical equipment and machinery 8-20
Motor vehicles 5-8
Other equipment, operating and office equipment 3-23

Restoration obligations are included in the cost in the amount of the discounted settlement. These
capitalised restoration costs are depreciated pro rata over the useful life of the asset. Maintenance
expenses are recognised only if the recognition criteria for property, plant and equipment are
satisfied. Gains and losses from disposals of assets are determined as the difference between the
disposal proceeds and the carrying amounts and are recognised in profit or loss.

Impairment of Assets

Intangible assets with an indefinite useful life are not amortised, but instead tested at least annually
for impairment. Intangible and tangible assets with a finite useful life are tested for impairment if
pertinent events or changes in circumstances indicate that the carrying amount may no longer be
recoverable. An impairment loss is recognised in the amount by which the carrying amount exceeds
the recoverable amount. The recoverable amount is determined as the higher of the asset's fair value
less costs to sell and its value in use. For impairment testing, assets are aggregated at the lowest
level for which separate cash flows can be identified. As a rule, the individual store is the cash-
generating unit (CGU) for impairment testing of the assets identified here, unless a smaller CGU
could be determined or the asset was not allocable to a store.

Impairments of tangible and intangible assets, with the exception of goodwill, are reversed if the
reasons for an impairment recognised in previous years no longer apply. For assets subject to
depreciation/amortisation, impairments are reversed up to the carrying amount — less
depreciation/amortisation — that would have been determined if no impairment loss had been
recognised in previous years. For assets with indefinite useful lives, impairments are reversed up to a
maximum of the carrying amount that would have been determined if no impairment loss had been

recognised in previous years.

The carrying amount of an interest in an entity recognised using the equity method is always tested
for impairment if there are objective indications that the interest could be impaired.

The impairment described in this section does not apply to recognised inventories, assets from
employee benefits, financial assets under the scope of IFRS 9 or deferred taxes.

Impairment of Goodwill

Goodwill is tested for impairment annually and additionally if there are indications of impairment.
The goodwill allocated to a CGU is impaired if the recoverable amount is less than the carrying
amount. An impairment may not be reversed if the reason for an impairment recognised in previous

years no longer exists.
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Goodwill is allocated by considering the units that should benefit from the synergies resulting from
the business combination.

CGUs are formed at the lowest level at which goodwill is monitored for internal management
purposes.

Investment Properties

Investment properties comprise real estate (land, buildings or parts of buildings)

. held for generating rental income or to realise capital appreciation,
. which is not used for production or administrative purposes, and
. is also not to be sold in connection with ordinary business activities.

Investment properties are measured in accordance with the cost model at cost less accumulated
depreciation and impairments. They are depreciated on a straight-line basis over their expected
useful life and subjected to impairment testing if there are indications of impairment. Please see the
notes on property, plant and equipment with respect to useful lives.

A mixed-use property is classified based on the portion of owner occupation. If this is more than five
per cent, it is not classified as an investment property.

Other Financial Assets
a) Classification

Other financial assets within the scope of IFRS 9 are classified to one of the following measurement

categories:

° amortised cost,

. fair value through profit or loss, or

. fair value through other comprehensive income.

Other financial assets are initially classified as equity or debt instruments in accordance with IAS 32.
In the case of a debt instrument, it is subsequently classified depending on:

. the business model for managing the financial asset, and
. the contractual cash flow characteristics.

Financial assets (debt instruments) held within a business model whose objective is to collect
contractual cash flows that are solely payments of principal and interest on the principal amount
outstanding are measured at amortised cost.

Debt instruments that meet the cash flow characteristics but are held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial assets are
measured at fair value through other comprehensive income. The groups do not hold any financial
assets that are assigned to this category.

In accordance with the classification requirements of IFRS 9, financial assets are measured at fair
value through profit or loss under the following conditions:
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. The cash flow characteristics have not been met.

. The financial asset is held for trading ("sell" business model).

. The election is made to recognise changes in fair value through profit or loss (FVPL option),
taking into account the requirements under IFRS 9.

. The financial asset meets the definition of a derivative.

The groups do not exercise the FVPL option for financial assets.

Debt instruments are reclassified only in the event there is a change in the business model for
managing the financial asset.

In accordance with IFRS 9, an entity may make an irrevocable election at initial recognition for
investments in equity instruments not held for trading to present changes in fair value in other
comprehensive income (FVOCI option). The measurement effects recognised in other comprehensive
income are not reclassified to the income statement upon subsequent disposal of the equity
instrument.

b) Recognition and derecognition

Regular way purchases or sales of financial assets are measured at fair value as at the trade or
settlement date. A financial asset is derecognised if the contractual rights to cash inflows from the
asset expire or if the financial asset is transferred. The latter is the case if all substantial risks and
rewards of ownership of the asset are transferred or if control over the asset is lost.

Financial assets are counted as current assets if their maturity is within twelve months of the balance
sheet date. Otherwise, they are presented as non-current assets.

c¢) Measurement

At initial recognition, financial assets are measured at fair value plus or minus the transaction costs
directly attributable to the acquisition of the financial asset. In the case of primary financial
instruments, the fair value is generally the transaction price. The transaction costs of financial assets
measured at fair value through profit or loss are recognised directly through profit or loss. If the
transaction price differs from the fair value, the difference is recognised through profit or loss.

The subsequent measurement of the financial assets depends on the measurement category:
Debt instruments

. Amortised cost:
Subsequent measurement is made at amortised cost using the effective interest method.
Gains or losses on impairment must be recognised in profit or loss. Gains and losses from the
derecognition of these assets, including interest income, are recognised in profit or loss in the
period in which they arise.

. Fair value through profit or loss:
Gains and losses from the change in fair value of these assets, including interest income, are
recognised in profit or loss in the period in which they arise.

. Fair value through other comprehensive income:
The groups do not hold any financial assets assigned to this measurement category.

Equity instruments
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In general, investments in equity instruments are measured at fair value through profit or loss.
Changes in the fair value of the instruments, including their dividend income, are recognised in profit
or loss in the period in which they arise.

If the irrevocable election is made to recognise financial assets that represent equity instruments, the
changes in the fair value are presented in other comprehensive income. The measurement effects
recognised in other comprehensive income are not reclassified to the income statement upon
subsequent disposal of the equity instrument. By contrast, dividends musts be recognised in profit or
loss unless the dividend clearly represents a recovery of part of the cost of the investment.

d) Impairments

The credit risk of debt instruments reported at amortised cost is measured using a three-stage
impairment model. The model includes forward-looking inputs and reflects significant increases in
credit risk.

Upon initial recognition of the financial assets, a loss allowance must be determined and recognised
through profit or loss on the basis of the expected credit losses that would result from a loss event
occurring within twelve months of the balance sheet date (stage 1). If the credit risk of the financial
assets has increased significantly between the date of initial recognition and the balance sheet date,
the loss allowance must be recognised at an amount equal to the lifetime expected credit losses of
the financial instrument (stage 2). Indications of a significant increase in the credit risk include
considerable financial difficulties on the part of a borrower and an increased probability that a
borrower will enter bankruptcy or other financial reorganisation. If, in addition to a significant
increase in the credit risk as at the balance sheet date, there are objective indications of impairment,
such as a breach of contract in connection with a default or delinquency in interest and principal
payments, the creditworthiness of the financial asset is deemed impaired and the specific valuation
allowance is also measured on the basis of the present value of the lifetime expected credit losses,
taking into account the available evidence (stage 3).

The calculation of the expected future impairment losses is generally based on historical probabilities
of default, which are supplemented by future parameters relevant to the credit risk.

Financial assets are derecognised if there is no reasonable expectation of repayment. In the event a
financial asset is derecognised, the groups continue to undertake enforcement measures in an effort
to collect the receivable due.

There were no significant changes in the impairment methods and assumptions applied during the
financial year.

For reasons of materiality, no loss allowances were recognised for other financial assets.

Accounting policies applied up to 31 December 2017

The Group applied IFRS 9 retrospectively, but has decided to not restate the comparative figures
retrospectively. Consequently, the comparative figures continue to be presented in accordance with
the accounting policies applied by the groups as at 31 December 2017.
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Other financial assets within the scope of IAS 39 were assigned to one of the following categories
depending on their intended use:

° "financial assets at fair value through profit or loss",
. "loans and receivables", or
. "available-for-sale financial assets".

The "financial investments held to maturity" category was not used.

Other financial assets were generally initially recognised at fair value. In the case of a financial asset
that was not measured at fair value through profit or loss, the transaction costs that were directly
attributable to the acquisition of the financial asset were included in the measurement. For financial
assets in the "financial assets at fair value through profit or loss" category, associated transaction
costs were recognised in profit or loss. Regular way purchases and sales of financial assets were
measured at fair value as at the trade date.

The recognised value corresponded to the maximum credit risk.

Subsequent measurement depended on the classification of the financial assets:
a) Financial Assets at Fair Value Through Profit or Loss

Financial assets were assigned to this category if they were principally acquired with a short-term
intent to sell or if they were designated as such by management. Derivatives belonged to this
category to the extent they did not qualify as hedges.

Financial assets in this category were recognised as current assets if they were either held for trading
or would likely be realised within twelve months of the balance sheet date.

The fair value option was not exercised.

Gains and losses from financial assets in this category, including interest and dividend income, were
recognised in profit or loss in the period in which they arose.

Financial assets measured at fair value through profit or loss, such as derivatives with a positive fair
value, were subsequently measured at fair value.

b) Loans and receivables

Loans and other financial receivables (e.g. trade receivables) were classified as "loans and
receivables". They were primary financial assets with fixed or determinable payments that were not
guoted on an active market. They were counted as current assets if their maturity was within twelve
months of the balance sheet date. Otherwise, they were presented as non-current assets.
Subsequent measurement was made at amortised cost using the effective interest method.

Gains and losses from financial assets recognised at amortised cost were recognised as amortisations
or impairments in the net income/loss for the period.

c) Available-for-sale Financial Assets

Available-for-sale financial assets were primary financial assets that were either allocated directly to
this category or could not be allocated to any other category presented. Available-for-sale financial
assets were generally subsequently measured at the fair value directly to equity. If no quoted price
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listed on an active market was available or the fair value could not be measured reliably, these
financial assets were measured at amortised cost.

Gains and losses from a change in the fair value of available-for-sale financial assets were recognised
directly to equity, taking deferred taxes into account. Gains and losses were recognised only when
the financial asset was derecognised or if the asset was impaired. Interest calculated using the
effective interest method was recognised in the income statement.

d) Impairment of Financial Assets

At each balance sheet date, a test was carried out to see if there were objective indications of
impairment to a financial asset or a group of financial assets. A need to recognise an impairment was
considered to exist if the carrying amount of the financial asset or of a group of financial assets
exceeded the future recoverable amount expected. For financial assets or a group of financial assets
measured at amortised cost, the impairment was the difference between the carrying amount of the
asset or group of financial assets and the present value of the expected future cash flows discounted
at the original effective interest rate. An impairment resulted in a direct reduction of the carrying
amount of all affected financial assets, with the exception of trade receivables, the carrying amount
of which was reduced indirectly using an adjustment account. Changes in the carrying amount were
recognised in profit or loss in the "other operating expenses" item. If a trade account receivable was
classified as uncollectible, the impairment recognised in the adjustment account was eliminated
against the gross receivable.

If the fair value of an available-for-sale financial asset was significantly or permanently below the
asset's cost, this was considered an indicator that the asset was impaired. In such an event, the
cumulative loss was reclassified from equity to profit or loss. This cumulative loss was the difference
between the cost and the current fair value less previously recognised impairment losses. If the
causes for impairment on a debt instrument (e.g. government bonds) no longer existed, the
impairment was reversed through profit or loss. By contrast, for equity instruments (e.g. equity
investments), the impairment was not reversed through profit or loss when the reasons for an
impairment no longer existed.

e) Derecognition of Financial Assets

A financial asset was derecognised if the contractual rights to cash inflows from the asset expired or
if the financial asset was transferred. The latter was the case if all substantial risks and rewards of
ownership of the asset were transferred or if control over the asset was lost.

Trade receivables

Trade receivables are classified as financial assets in the "amortised cost" measurement category
because they are held until maturity to collect the contractual payments of principal and interest on
the principal amount outstanding.

They are initially recognised at fair value or, to the extent there are no significant financing
components, at their transaction price.

Subsequent measurement is made at amortised cost using the effective interest method. Impairment
losses on trade receivables are recognised using the simplified impairment approach in accordance
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with IFRS 9. Under this approach, the lifetime expected credit losses are recognised through profit or
loss upon initial recognition. Objective indications of the existence of an impairment include a
borrower with significant financial difficulties, an increased probability that a borrower will enter
bankruptcy or other financial reorganisation, as well as a breach of contract, such as default or
delinquency in interest or principal payments. The existence of such objective evidence leads to a
specific valuation allowance on the receivables under the simplified stage-based approach.

Accounting policies applied until 31 December 2017:

Trade receivables fell into the "loans and receivables" measurement category. They were initially
recognised at fair value and subsequently measured at amortised cost using the effective interest
method. Trade receivables were written down to the lower present value of the expected future cash
flows if there were objective indications that the outstanding amounts receivable were not fully
recoverable. Indicators of the existence of an impairment included a borrower with significant
financial difficulties, an increased probability that a borrower will enter bankruptcy or other financial
reorganisation, as well as a breach of contract, such as default or delinquency in interest or principal
payments.

Non-interest bearing or low-interest-bearing receivables with fixed terms of more than one year
were discounted.

Receivables from other long-term investments, joint ventures and associates fell in the "loans and
receivables" category and were measured at fair value on the acquisition date and subsequently
measured at amortised cost using the effective interest method.

Other assets

All other claims are recognised under other assets. All other assets are recognised at cost and written
down to the lower recoverable amount when indications of impairment exist.

Inventories

Inventories of raw materials, consumables and supplies as well as merchandise are generally
measured at cost or the lower net realisable value. For the branch business, they are measured
retrospectively using an appropriate discount on the selling prices.

Inventories in warehouses are measured at cost less all subsequent cost reductions. Direct
administrative costs of merchandise procurement and central settlement are added to the cost.
Allowances for inventory risks are determined as at the balance sheet date and accounted for on an
individual basis.

The net realisable value used is calculated as the realisable sale proceeds anticipated less the
completion and selling costs incurred up to sale. Merchandise is written down to the lower net
realisable value item by item. If the reason for the write-down ceases to exist or the net realisable
value increases, the write-down is reversed.

Work in progress and finished goods are recognised at cost or at the lower net realisable value. They
include all costs directly allocable to the production process as well as appropriate portions of the
production-related overheads. This includes production-related depreciation, pro-rata administrative
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costs and pro-rata social security costs. Borrowing costs are not normally recognised as part of cost
because long-term production processes are necessary to produce inventories only in exceptional

cases.

Cash and Cash Equivalents

Cash includes cash, cheques received and bank balances. Cash equivalents are short-term, highly
liquid financial investments that can be converted into certain cash amounts at all times or within a
maximum period of three months and that are subject to insignificant risk of changes in value.

As is the case for other financial assets, cash and cash equivalents are also subject to the general
impairment requirements of IFRS 9.

Current and Deferred Taxes

Current tax expense and income are determined based on the respective domestic taxable earnings
of the year (taxable income) using the domestic tax provisions applicable to the company. The
liabilities or receivables of the groups' companies from current taxes are calculated based on the
applicable tax rates of the countries in which the companies included in the Combined Financial
Statements are domiciled. Uncertain income tax assets and liabilities are recognised as soon as their
level of probability exceeds 50 per cent. Uncertain income tax positions are recognised using their
most probable value.

Deferred taxes are determined using the liability method (balance sheet liabilities method).
Accordingly, temporary differences in the carrying amounts of assets and liabilities recognised under
IFRS in the Combined Financial Statements and the carrying amounts for tax purposes are generally
recognised. In addition, deferred tax assets are recognised for tax loss carryforwards (taking into
account a minimum taxation provision) and for interest carryforwards and realisation carryforwards
for hidden liabilities from the transfer of obligations.

Deferred taxes are measured using the respective country-specific tax rates and tax laws that have
been enacted or substantively enacted as at the balance sheet date and whose applicability is
expected as at the date the deferred tax assets will be recovered or the deferred tax liabilities will be
settled.

Deferred tax assets are recognised only to the extent to which it is probable that future taxable
income of the same taxable entity at the level of the same taxation authority will be available,
against which the temporary differences can be offset.

Expected future tax reductions from loss carryforwards, and interest carryforwards are capitalised if
it is probable that sufficient taxable income will be generated in the foreseeable future or taxable
temporary differences that will reverse in the future are available and against which the tax loss
carryforwards can be offset in the period in question. The three-year plans for internal management
purposes are used for the forecast of future tax results and taxable temporary differences. These
forecasts are generally extrapolated to a five-year planning horizon.
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Changes in deferred taxes in the balance sheet are recognised as deferred tax expense/income if the
underlying item is not accounted for directly in equity. Deferred tax assets and tax liabilities are
recognised directly in equity for the effects presented in equity.

Deferred tax assets and liabilities are not discounted.

Deferred tax assets and deferred tax liabilities are offset if these income tax assets and liabilities
apply to the same taxation authority and to the same taxable entity.

Non-current Assets, Disposal Groups and Discontinued Operations Held
for Sale

Non-current assets or groups of assets and liabilities are classified as held for sale if their carrying
amount will largely be realised through a highly probable sale within the next twelve months or
through an already completed sales transaction instead of continued business use. They are
measured at the lower of the carrying amount and fair value less costs to sell. If non-current assets
with a finite useful life are to be sold, they are no longer depreciated/amortised as at the date they
are classified as held for sale.

These assets and liabilities are presented in the balance sheet separately in the items "non-current
assets and disposal groups held for sale" or "liabilities from non-current assets and disposal groups
held for sale". Related expenses and revenues are included in the result from continuing operations
until disposal unless the disposal group qualifies for reporting as a discontinued operation.

The results of an entity's component are presented as a discontinued operation if this component
represents a material business line or includes all activities in a geographical region. Results from
discontinued operations are recognised in the period in which they arise and are presented
separately in the income statement as "results from discontinued operations". The previous period's
income statement is adjusted accordingly.

Employee Benefits

Consolidated companies have both defined contribution and defined benefit pension plans.

Consolidated companies contribute to defined contribution plans on the basis of a statutory or
contractual obligation, or make voluntarily contributions to public or private external pension
insurance plans. The consolidated companies have no additional payment obligations beyond the
payment of the contributions. The contributions are recognised in personnel expenses when due.
Prepayments of contributions are recognised as assets in that there is a right to repayment or
reduction of future contribution payments.

A defined benefit plan is a pension scheme that stipulates the amount of pension benefits an
employee will receive upon retirement. The amount is normally dependent on one or more factors
such as age, length of service and salary. The provision for defined benefit plans recognised in the
balance sheet (net pension obligation) corresponds to the present value of the defined benefit
obligation (DBO) as at the balance sheet date less the fair value of plan assets. The DBO is calculated
annually by independent actuarial experts using the projected unit credit method. The DBO is
calculated by discounting the expected future cash outflows using the interest rate for the most
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highly rated corporate bonds denominated in the currency in which the benefits will also be paid,
and whose terms correspond to those of the pension obligation.

Actuarial gains and losses based on experience adjustments and changes to actuarial assumptions
are recognised in other comprehensive income and in retained earnings in the statement of
comprehensive income.

Past service cost is recognised in profit or loss as soon as it is incurred.

The interest portion contained in the pension expenses consists of the interest cost on the DBO and
the interest on plan assets. They are aggregated into a net interest component, which is presented in
the financial result. The net interest component is determined by using the above interest rate.

The expected income from reimbursement rights against the trust associations is also reported under
the financial result. It is likewise determined by using the above interest rate.

The other components of pension expenses are reported under personnel expenses.

Severance payments and similar payments in Italy ("Trattamento di Fine Rapporto" or "TFR") are
non-recurring payments that must be paid due to labour law provisions in Austria and ltaly upon
termination of an employee as well as regularly upon retirement. As defined benefit pension plans,
they are recognised in accordance with the above principles for accounting for such plans.

Retirement allowances are employee benefits that are paid under certain conditions when
employees retire. Survivor benefits are payments based on length of service, which are made to the
heirs of an employee upon the death of that employee. Since retirement allowances and survivor
benefits are defined benefit plans, they are recognised in accordance with the above principles for
accounting for defined benefit plans.

The provision for German partial and early retirement obligations is measured in accordance with the
expert actuarial opinion of Hamburger Pensionsverwaltung e.G., Hamburg, based on the 2018 G
actuarial tables (previous year: 2005 G actuarial tables) of Prof. Klaus Heubeck, based on a
reasonable discount rate. The refund claims for additional retirement contributions against the
German Federal Employment Agency (Bundesagentur fiir Arbeit) are recognised under other assets.
The provisions for additional retirement contributions from partial retirement obligations are
allocated over the vesting period.

The provision for service anniversary bonuses corresponds to the full amount of the obligation and
was determined using actuarial principles reflecting a reasonable fluctuation discount and discount
rate. It is measured based on the 2018 G actuarial tables (previous year: 2005 G actuarial tables) of
Prof. Klaus Heubeck for the earliest possible retirement age for German statutory pension insurance.

The provision for holiday entitlements is measured at the daily rates or the average hourly rate
expected for the subsequent year, including expected additional amounts (e.g., in-kind
remuneration, holiday pay, Christmas bonus and employer contributions to capital-forming savings
schemes) and social security contributions to be incurred.
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Other Provisions

Other provisions are recognised if there is a present legal or constructive obligation vis-a-vis third
parties as a result of past events, whose settlement is expected to entail an outflow of resources
embodying economic benefits and whose amount can be estimated with sufficient reliability.

They are measured using the best estimated value of the settlement amount. They are not offset
against reimbursement claims. If the amount of the provision could be influenced by several possible
events, the amount is estimated by weighting all potential events with their respective probabilities
(calculation of an expected value). Non-current provisions are recognised using the discounted
settlement amount as at the balance sheet date.

For rented properties, each location is analysed based on the following principles as to whether and
in what amount another provision must be recognised from the lease:

. A provision for rental obligations is recognised for rented properties not used by the groups
and for rented properties that are not subleased or are subleased below cost. For residual
rental agreement terms of up to one year, the provision is measured using the nominal
amount of the rent shortfall. For longer-term rental agreements, the provision is measured at
the present value of the expected rent shortfall.

. A provision for onerous contracts is recognised for rented properties used by the groups if the
location shows a sustained negative contribution margin. For residual rental agreement terms
of up to one year, the provision is measured using the lower amount between negative
contribution margins and expected rent shortfall taking into account future subleasing of the
property. For longer-term rental agreements, the provision is measured at the present value of
the nominal amount.

Other Financial Liabilities
a) Classification

On account of their characteristics, other financial liabilities within the scope of IFRS 9 are generally
assigned to the "amortised cost" measurement category in the groups.

This does not include, for example, derivative financial liabilities, which are assigned to the "fair value
through profit or loss" category.

Financial liabilities cannot be reclassified.
b) Recognition and derecognition

The groups recognise a financial liability at the time they become a contracting party.

A financial liability is derecognised if its underlying obligation is satisfied or terminated, or expires. If
an existing financial liability is exchanged for another financial liability of the same creditor with
substantially different contractual terms, or if the terms of an existing liability are changed
significantly, such an exchange or change is treated as a derecognition of the original liability and a
recognition of a new liability. The difference between the respective carrying amounts is recognised
in net income/loss for the period.
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Financial liabilities are counted as current liabilities if their maturity is within twelve months of the
balance sheet date. Otherwise, they are presented as non-current liabilities.

c¢) Measurement

At initial recognition, financial liabilities are measured at fair value plus or minus the transaction
costs directly attributable to the acquisition of the financial liability. The transaction costs of financial
liabilities measured at fair value through profit or loss are recognised through profit or loss.

During subsequent measurement, all financial liabilities are generally measured at amortised cost
using the effective interest method, with the interest expense recognised using the effective interest
rate.

This excludes the following financial liabilities:

. derivative financial instruments,

. contingent consideration that is recognised by the acquirer and measured at fair value through
profit or loss in accordance with IFRS 3,

. financial guarantee contracts for which the higher of the two following amounts is recognised:
either the amount of the impairment loss determined pursuant to the requirements of IFRS 9
or the original amount less cumulative amortisation.

The groups do not exercise the voluntary option to subsequently measure the liabilities at fair value
through profit or loss (fair value option).

d) Miscellaneous

The membership capital of RZF is presented under other financial liabilities because the members
have the right to demand redemption of the shares.

Accounting policies applied up to 31 December 2017

Other financial liabilities within the scope of IAS 39 were assigned to one of the following categories
in the groups, depending on their intended use:

. "financial liabilities held for trading",
. "financial liabilities at fair value through profit or loss" or
. "other financial liabilities".

Other financial liabilities in the "financial liabilities held for trading" and "financial liabilities at fair
value through profit or loss" categories were initially recognised at fair value. Subsequent
measurement was also at fair value.

Other financial liabilities in the "other financial liabilities" category, including borrowings, were
initially recognised at fair value, including such transaction costs that were directly attributable to the
issuance of the financial liability. During subsequent measurement, they were measured at
amortised cost using the effective interest method, with the interest expense recognised using the
effective interest rate.

Liabilities to banks and liabilities to other long-term investments were assigned to the "other
financial liabilities" category.
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The membership capital of RZF was presented under other financial liabilities because the members
have the right to demand redemption of the shares.

Financial guarantee contracts were initially measured at fair value. The higher of the two following
amounts was recognised based on the subsequent measurement: either the amount determined
pursuant to the provisions governing provisions or the original amount less cumulative amortisation.

A financial liability was derecognised if its underlying obligation was satisfied, terminated or expired.
If an existing financial liability was exchanged for another financial liability of the same creditor with
substantially different contractual terms, or if the terms of an existing liability were changed
significantly, such an exchange or change was treated as a derecognition of the original liability and a
recognition of a new liability. The difference between the respective carrying amounts was
recognised in net income/loss for the period.

Trade payables

Trade payables are classified as financial liabilities in the "at amortised cost" measurement category.

They are initially measured at fair value. Subsequent measurement is made at amortised cost using
the effective interest method.

Other Liabilities

Other liabilities are recognised at the repayment amount.

Contingent Liabilities and Assets

A contingent liability is a possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of future events not wholly within the control
of the entity. Contingent liabilities also include present obligations that arise from past events for
which no provision has been recognised because the outflow of resources embodying economic
benefits is not probable or cannot be measured with sufficient reliability. If the chance of a possible
outflow of resources embodying economic benefits is not remote, a disclosure is made in the notes
to the financial statements. Contingent liabilities are recognised solely in connection with business

combinations.

Contingent assets are not recognised, but instead only explained in the notes.

Leases

Lease agreements that transfer all substantial risks and rewards incidental to ownership of an asset
are recognised as finance leases. Property, plant and equipment rented on the basis of finance leases
is recognised at fair value or at the lower present value of the minimum lease payments as at the
acquisition date. Such assets are depreciated on a straight-line basis over the expected useful life or
over the shorter lease term if the transfer of ownership at the end of the lease term is not sufficiently
certain. The present value of the payment obligations resulting from the future lease payments is
presented under financial liabilities.

Page 80



All other lease transactions in which the risks and rewards incidental to ownership of an asset are not
substantially transferred are recognised as operating leases. Payments made or received in
connection with an operating lease are generally recognised in the income statement on a straight-
line basis over the term of the lease.

Accounting for Derivative Financial Instruments and Hedges

In addition to primary financial instruments, items including derivative financial instruments are also
presented under other financial assets and other financial liabilities in the Combined Financial
Statements.

Derivative financial instruments are initially recognised at fair value as at the date the contract is
concluded and measured at fair value in subsequent periods.

The effect of changes in the fair value on profit or loss or equity generally depends on whether the
derivative was designated as a hedging instrument in a hedging relationship using hedge accounting,
and if so, on the hedged item.

The consolidated companies designate certain derivatives either as:

. hedges of the fair value of a recognised asset, liability or a fixed company obligation (fair value
hedge) or
. hedges of the cash flows of a recognised asset, liability or a highly probable forecast

transaction (cash flow hedge).

When derivatives are designated, the hedging relationship between the hedging instrument and the
hedged item as well as the risk management strategy and objectives are documented.

This includes the specific assighment of the hedging instruments to the corresponding assets or
liabilities or (firmly agreed/expected) future transactions and the assessment of the degree of
effectiveness of the hedging instruments used. The effectiveness of existing hedging relationships is
monitored on an ongoing basis. If the conditions for using hedge accounting are no longer met, the
hedging relationship is terminated immediately.

a) Fair Value Hedge

In the previous year, the groups hedged against changes in the fair value of recognised assets,
recognised liabilities, off-balance-sheet firm commitments and precisely defined portions of such
assets, liabilities or firm commitments, provided the change was attributable to a specific risk and
impacted the profit or loss for the period. For fair value hedges, the hedged item was measured in
profit or loss in accordance with the applicable accounting requirements as at the balance sheet
date. The corresponding derivative hedging instrument was recognised at its fair value through profit
or loss.

Changes in the fair value of the designated derivative hedging instruments were recognised in the
income statement together with the those changes in the fair value of the assets or liabilities
designated as hedged items that were attributable to the hedged risk.

A fair value hedge ceased to be recognised if the hedging instrument expired, was sold, became due
or was exercised, or if the hedging transaction no longer satisfied the requirements for hedge
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accounting. Any adjustment to the carrying amount of a hedged item was amortised to profit or loss
using the effective interest method as at the date the hedging relationship was terminated.

Replacing or continuing a hedging instrument through another hedging instrument did not constitute
the expiration or termination of the hedging relationship, provided the documented hedging strategy
called for such a replacement or continuation. The novation of a hedging instrument to a central
counterparty also did not constitute an end to the hedging relationship if the hedging instrument was
novated due to statutory requirements or on account of the novation the central counterparty
became the contracting partner of all parties of the respective derivative agreement. Furthermore,
there can be no changes (except for those necessitated by the novation) to the terms of the
agreement underlying the original derivative.

There are no fair value hedges in the current financial year.
b) Cash Flow Hedge

The groups use cash flow hedges to hedge against the risk of cash flow fluctuations on profit or loss
related to recognised assets, recognised liabilities or highly probable forecast transactions.

The effective portion of changes in the fair value of derivatives that are designated to hedge the cash
flow and represent qualified hedging instruments is recognised in equity.

A distinction is drawn between changes in the value components of hedging instruments included in
the designation and those excluded from the hedging relationship. For currency derivatives that were
concluded prior to 1 January 2018, only the foreign currency basis spreads were excluded from the
designation. For currency derivatives that were concluded after 1 January 2018, neither the foreign
currency basis spreads nor the forward components of the hedges were designated.

The effective changes in the value of the excluded fair value components are recognised in equity in
the costs of hedging reserve. The effective changes in the value of the designated components are
recognised in the reserve for designated risk components.

By contrast, any resulting ineffective portion of the designated and excluded components is
recognised directly in profit or loss for the period.

If the hedged item leads to the recognition of a non-financial asset or non-financial liability, the
effective changes in value of the hedging instrument previously recognised in other comprehensive
income are directly included in the original cost or carrying amount of the asset or liability. If a non-
financial asset or non-financial liability is not recognised, the amounts recognised in equity are
reclassified to the income statement and recognised as an income or expense in the period in which
the hedged item affects profit or loss.

If a hedging instrument expires or is sold or if the hedging relationship no longer meets the
accounting requirements under IFRS 9 relating to cash flow hedges, the cumulative gain or loss
remains in equity. The gain or loss recognised in equity is not recognised in the income statement
until the underlying expected forecast transaction occurs. If the forecast transaction is no longer
expected to occur, the cumulative gain or loss that was recognised in equity must be recognised
immediately in profit or loss.
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Taking into account the terms for fair value hedges mentioned in paragraph a) above, the
replacement or continuation of a hedging instrument through another hedging instrument and the
novation of a hedging instrument to a central counterparty as a result of existing or newly enacted
statutory or regulatory provisions also do not constitute the expiration or termination of the hedging
relationship in the case of cash flow hedges.

c) Derivatives that are not designated as hedging instruments

Certain derivative financial instruments, such as written options, do not meet the requirements for
hedge accounting in accordance with IFRS 9. Furthermore, there are derivative financial instruments,
such as forward exchange contracts and currency swaps, that are not or only partially designated as
hedges using hedge accounting. Any changes in the fair value of non-designated derivatives or
portions thereof are recognised directly in the income statement. The presentation of the
measurement gains and losses is based on the presentation of the gains or losses of the economically
underlying hedged transactions.

If currency derivatives are used to economically hedge foreign currency loans, the gains or losses
from the change in fair value of the stand-alone derivatives are reported in the financial result.
Measurement gains and losses from stand-alone derivatives concluded to economically hedge
purchases of goods in foreign currencies or to hedge foreign currency liabilities from hotel purchases
are reported under other operating expenses and income.

Determination of Fair Value

The fair value of a specific asset or liability is the sale price of a hypothetical transaction
(sale/transfer) conducted at arm's length between market participants on the primary or most
advantageous market as at the measurement date.

Fair value is calculated using market, cost and revenue-based measurement models. The three-level
measurement hierarchy is used for the underlying input factors: Level 1 inputs are unadjusted
guoted prices and market prices in the primary or most advantageous active markets for identical
assets or liabilities that the entity can access at the measurement date. Level 2 inputs are market
data that can be observed, either directly or indirectly, over the full term of the asset or liability.
Level 3 inputs are unobservable parameters (not market-based) and shall only be used if observable
parameters are not available.

The fair value of interest rate swaps is calculated based on the present value of the estimated future
cash flows. The fair value of currency forwards is determined using the forward exchange rates as at
the balance sheet date and discounted.

For derivative financial instruments without an option component, including forward contracts and
interest rate swaps, future cash flows are determined using yield curves. The fair value of these
instruments is the sum of the discounted cash flows. The options on currency pairs are measured on
the basis of standard market option price models.

For trade receivables and payables, it is assumed that the nominal amount less allowances and any
necessary discounting corresponds to the fair value.

The influence of credit risk is always taken into account when determining fair value.
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Recognised capital market valuation techniques are used to determine the fair value of investment
properties.

Revenue and Expense Recognition

Beginning on 1 January 2018, revenue is recognised in accordance with the five-step model specified
by IFRS 15:

. Identify the contract,

. Identify the individual performance obligations,

° Determine the transaction price,

. Allocate the transaction price,

. Recognise revenue when (or as) the performance obligation is satisfied.

Revenue is generally not recognised until the control of the performance obligation has transferred
to the customer.

Revenue from the sale of goods to wholesalers, retailers and individual customers is recognised once
products have been delivered to a customer, the customer has accepted the goods, and the
collectability of the resulting receivable is deemed sufficiently certain. Bonuses, discounts and
rebates are deducted from the transaction price and therefore the net amount of the corresponding
revenue is reported. The variable components of the price, such as bonuses, are estimated using
historical and forecast revenue thresholds. Income from performance obligations satisfied over time,
such as the rendering of services, is recognised in accordance with the stage of completion in the
ratio of the service provided to the service to be provided in the financial year the service is
provided. The total amount of the transaction price allocated to the unsatisfied or partially satisfied
performance obligations at the end of the reporting period was not disclosed since the performance
obligations are primarily part of contracts with an expected original term of at most one year.

The Travel and Tourism business segment offers both package travel and component travel
arrangements. Significant integration services are provided for both types of products in order to sell
the customer a trip. Due in particular to these integration services, the trip constitutes only a single
performance obligation. Revenue for travel extending beyond the balance sheet date is recognised
pro rata and accounted for accordingly in the pro rata expenses. The sales commissions of travel
agencies are recognised on a net basis.

In accordance with IFRS 15, customer loyalty programmes are considered to be the material right to
receive a premium right or a discount on a future purchase. To the extent customer loyalty
programmes are in place, revenue is reduced proportionately on the basis of relative individual sales
prices. The right is deemed an individual performance obligation and this thus recognised as a
contract liability. This deferred revenue is recognised when premiums are provided.

If goods are sold with a return obligation, revenue is recognised as a refund liability at each reporting
date in accordance with IFRS 15 with the potential probability of return. In turn, a right to return
these goods is recorded. Both previously deferred items are realised once the right to return expires.
As a matter of principle, the groups do not grant any significant financing for the purchase of goods
or services. The average payment terms vary between the business segments. While average
payment terms of up to eight days are granted in the Retail business segment, advance payments are
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required in the Travel and Tourism business segment for orders and one to four weeks prior to
departure, which are due immediately.

Dividend income is recognised when the legal claim arises.
Interest income and expenses are recognised periodically using the effective interest method.

In the case of transport services, it is reviewed whether this is a service provided as principal (gross
disclosure of revenue) or agent (net disclosure of revenue).

8. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSESSMENTS

The preparation of the Combined Financial Statements in compliance with IFRS as adopted into
European law requires that judgements be made and estimates and assessments be used, which
impact on the amount and presentation of recognised assets, liabilities, income, expenses and
contingent liabilities.

Judgements when Applying Accounting Policies

Preparing the financial statements in conformity with IFRS requires judgements. All judgements are
continually reassessed and are based on historical experience and expectations with regard to future
events that appear reasonable under the given circumstances.

This applies in particular to the following circumstances:

° When determining the scope of consolidation, it was decided that 1,214 REWE partnerships
(previous year: 1,151) would be included as associates using the equity method due to lack of
control. Control was negated despite certain opportunities to exert influence because the
groups cannot determine these companies' relevant activities.

. When determining the scope of consolidation, it was decided that certain companies would be
included in the Combined Financial Statements as subsidiaries, even absent the existence of an
equity investment, because the groups exercise control over these companies on account of
special contractual relationships.

. The groups hold equity investments in various real estate funds, which are in the German legal
form of a limited partnership (Kommanditgesellschaft), as limited partners. Due to lack of
control, it was decided that the interests in these funds would be reported as shares in
associates or as equity investments, depending on the extent to which influence could be
exerted.

Estimates and Assessments

Preparing the financial statements in conformity with IFRS requires estimates. All estimates and
assessments are updated continually and are based on historical experiences and additional factors,
including expectations in terms of future events that appear reasonable under the given
circumstances. Naturally, estimates derived in this way will very rarely correspond to the actual
circumstances to come. Changes are recognised in profit or loss when better knowledge is available.

Areas where assumptions and estimates are of decisive significance for the Combined Financial
Statements are listed below:
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Estimates of the economic useful lives of assets must be made when determining
depreciation/amortisation.

Assets and liabilities must be identified in connection with purchase price allocations for
business combinations and measured at fair value, which requires that assumptions be made.
Goodwill acquired in connection with business combinations is allocated to cash-generating
units. An estimate of whether the goodwill is recoverable must be made at least annually. The
recoverable amount is calculated to determine this, which requires assumptions to be made.
The carrying amount of a deferred tax asset is checked at each balance sheet date to
determine whether it is still recoverable, i.e. whether future tax relief can be realised. This
requires making assumptions. The amount of provisions for risks from expected tax audits and
for litigation risks is also based on estimates by management.

When measuring provisions for expected losses from onerous contracts, the underlying
negative contribution margins are determined using planning data. In that respect, forward-
looking assumptions and estimates are inputs into the calculation. The subletting ratio is
calculated using weighted actual subleases.

The annual financial statements of the associated REWE partner companies were not yet
available in final form when the Combined Financial Statements were prepared. An estimate of
the annual results of the REWE partner companies was made based on the preliminary annual
financial statements, whereby any necessary additional adjustments pursuant to IFRS
provisions will be made.

The measurement of the fair values of investment properties requires estimates with respect
to the allocation between portions for buildings and land. The land value is separated from the
building portion for accounting treatment. The allocation ratio for the land and the building
portion therefore affects the present value of future earnings from the building.

In the case of award credits under customer loyalty programmes, the probability of
redemption is estimated on the basis of historical experience.

Revenue is recognised on the basis of its operating purpose. When estimating variable
consideration, the influencing factors are recorded as precisely as possible so that any future
correction of recognised revenue figures can be avoided to the greatest extent. Non-monetary
consideration is measured at fair value if it can be reasonably estimated. If this is not the case,
the individual sales price of the good or service is used that was promised in exchange for the
non-monetary consideration. If percentage rebates are granted depending on the volume
purchased during the year, these are taken into account when recognising revenue during the
year, provided that they can be reliably determined.

Estimates and external ratings are used to calculate the expected credit losses of financial
instruments.
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Income Statement Disclosures

9. REVENUE

Revenue increased year-on-year by a total of 8.0 per cent.

Classification of Revenue by Business Segments

Retail Germany 31,443.7 28,621.1
Retail International 14,242.7 13,353.5
Travel and Tourism 4,880.0 4,649.6
DIY Stores 2,151.1 2,130.8
Other 660.3 669.3

Virtually all business segments recorded increases in revenue.

Retail Germany recorded a 9.9 per cent increase in revenue. The positive revenue trend is supported
by the development of REWE's own stores (including REWE to go) and the Penny stores, as well as by
wholesale activities. Furthermore, REWE Dortmund SE & Co. KG, Dortmund, contributed significantly
to the increase in revenue.

Adjusted for currency effects, the Retail International business segment posted revenue growth in all
countries, which amounted to 7.1 per cent overall (6.7 per cent including currency translation
effects). The increase in revenue was due primarily to the Full-Range stores segment in Central and
Eastern Europe. Particularly high revenue increases were generated in the Czech Republic and
Slovakia, which were due mainly to the positive performance of the existing stores and to expansion
activities. Furthermore, UAB Palink, which was fully consolidated for the first time as at 1 August
2018, contributed significantly to the increase in revenue. The Austrian Full-Range Stores segment
reported a continued positive revenue trend, which was attributable mainly to food retail. Penny
International's revenue also made a contribution to this positive development: this was caused by
the revenue trend in the Czech Republic, Romania and Hungary in particular.

The Travel and Tourism business segment closed the year with a revenue increase of 5.0 per cent.
The increases in revenue are attributable primarily to the continued positive development in
Northern and Eastern Europe. The newly developed source market, France, in particular contributed
to the growth in revenue. Significant revenue increases were also recorded in Central Europe and the
target destination agencies. Overall, the recovery by the destinations Egypt, Tunisia and Turkey and
the high demand for travel to Greece had a positive effect on the revenue trend.

In the DIY Stores business segment, revenue increased by 1.0 per cent. The increase in revenue at DIY
stores was attributable mainly to the positive performance by the retail stores. Expansion activities
as well as existing stores contributed to this growth.
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Timing of Revenue Recognition

. Retail Travel and
in million € Retail Germany . . DIY Stores Total
International Tourism

At a point in time 31,438.7 14,242.7 362.6 2,140.3 161.9 48,346.2
Over time 4,517.4 10.8 498.4 5,031.6

As at the reporting date, the groups did not have any contract assets but did have the following
contract liabilities:

Contract Liabilities

31 Dec. 2018 31 Dec. 2017
Total Total

Prepayments received on account of orders 559.6 508.9
Liabilities from customer loyalty programmes 106.8 87.2
Liabilities from vouchers 95.2 89.2
Deferred liabilities 50.3 38.4

Of the contract liabilities as at 1 January 2018, 591.6 million euros was recognised as revenue in the
financial year.

10. OTHER OPERATING INCOME

Breakdown of Other Operating Income

Income from advertising services 929.9 793.4
Rental income 868.2 747.6
Income from additional services for goods traffic 855.5 787.2
Income from other services 499.8 471.8
Income from the reversal of provisions 352.6 264.5
Income from the reversal of provisions with the nature of a liability 51.9 61.3
Income from exchange rate changes 30.7 8.1
Income from reversals of impairment losses on non-current assets 27.7 7.8
Income from bad debts previously written off 26.3 21.5
Income from the collection of liabilities 20.8 15.9
Income from the disposal of non-current assets 20.5 29.5
Income from damage claims 0.5 18.7
Miscellaneous other operating income 169.3 170.3

The increase in other operating income was due primarily to an increase in income from advertising
services, rental income, income from the reversal of provisions and income from additional services
for goods traffic. Some of these items of income are closely related to the corresponding operating
expenses. By contrast, income from damage claims and income from the reversal of provisions with
the nature of a liability decreased.

Income from advertising services increased in particular in the Retail Germany and Retail
International business segments. The rise was due in part to increased advertising activities in radio
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and television, print media and in outdoor advertising. Furthermore, in the Retail Germany business
segment, income increased due to the first-time inclusion of REWE Dortmund SE & Co. KG,
Dortmund, over the entire year.

The increase in rental income is due primarily to the increase in rental income from REWE partner
stores in the Retail Germany business segment. Positive effects here stemmed from the increase in
the number of partner stores and the higher sales-based rents due to increased revenue.
Furthermore, income increased due to the first-time inclusion of REWE Dortmund SE & Co. KG,
Dortmund, over the entire year.

The increase in income from the reversal of provisions was due primarily to the Retail Germany
business segment.

The increase in income from other services is due in part to the first-time inclusion of REWE
Dortmund SE & Co. KG, Dortmund, over the entire year. The increase was furthermore due to the
rise in income from the provision of services to REWE partner stores in the Retail Germany business
segment.

The increase in income from exchange rate changes relates primarily to the Other and Travel and
Tourism business segments. This relates to measurement gains and losses from stand-alone
derivatives concluded to hedge purchases of goods in foreign currencies or to hedge foreign currency
liabilities from hotel purchases, as well as exchange gains.

The increase in income from reversals of impairment losses on non-current assets relates mainly to
properties in the Retail International business segment.

The decline in income from damage claims relates primarily to the Travel and Tourism as well as
Retail Germany business segments.

The decrease in income from the reversal of provisions with the nature of a liability relates primarily
to the Retail Germany business segment.

Since the financial year, the income from the disposal of shares in DZ BANK AG Deutsche Zentral-
Genossenschaftsbank, Frankfurt am Main, is recognised in equity (see note 7 "Accounting Policies").
This led to a decline during the financial year in income from the disposal of non-current assets.

Other operating income includes a gain of 11.1 million euros from the remeasurement of the 55.58
per cent interest in UAB Palink at fair value. The interest was remeasured on 31 July 2018 in line with
the transition from accounting for the company using the equity method to fully consolidating the
company (see note 4 "Acquisitions" and note 25 "Companies Accounted for Using the Equity
Method").
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11.COST OF MATERIALS

Breakdown of Cost of Materials

Cost of raw materials, consumables and supplies, and of purchased goods 36,149.2 32,951.8

Cost of purchased services 4,265.5 4,040.9

Including changes in inventories, the cost of materials rose by 9.3 per cent, slightly faster than
revenue. The gross profit margin was at 24.4 per cent (previous year: 25.2 per cent).

12. PERSONNEL EXPENSES

Breakdown of Personnel Expenses

Wages and salaries 5,805.0 5,481.8

Social security, pension plans and other employee benefit costs 1,295.6 1,253.5

The increase in personnel expenses is essentially attributable to the inclusion of REWE Dortmund SE
& Co. KG, Dortmund, for the entire year, additions to the scope of consolidation resulting from this
year's acquisitions, in particular UAB Palink (see note 4 "Acquisitions"), and the 2018 pay scale
increase.

The interest cost on provisions for employee benefits (see note 33 "Employee Benefits") is not
reported under expenses for pension plans, but under interest result as the net interest expense
from defined benefit plans.

Expenses of 528.0 million euros (previous year: 505.4 million euros) were incurred for defined
contribution plans in the financial year. The employer's contribution to statutory pension insurance
totalled 510.7 million euros (previous year: 488.5 million euros).

Average Number of Employees

Full-time employees 109,001 101,184
Part-time employees and marginal part-time workers 118,665 117,430
Trainees 6,351 6,317

The increase in the employee headcount was due primarily to additions to the scope of consolidation
resulting from this year's acquisitions, in particular UAB Palink (see note 4 "Acquisitions"), and the
inclusion of REWE Dortmund SE & Co. KG, Dortmund, for the entire year.
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13.DEPRECIATION, AMORTISATION AND IMPAIRMENTS

Breakdown of Depreciation, Amortisation and Impairments

Depreciation, amortisation and impairments 1,211.3 1,079.5

Depreciation of property, plant and equipment 1,113.5 1,002.4

Amortisation of intangible assets 97.0 75.7

Depreciation of investment properties

_m

Impairments of property. plant and equipment 38.3 31.5
Goodwill impairments 10.4 0.0
Impairments of intangible assets 10.0 0.0

Impairments of investment properties

Impairments of property, plant and equipment were recognised in respect of real estate, leasehold
improvements in buildings, technical equipment and machinery as well as operating and office

equipment.
The goodwill impairment relates to the PENNY Italy CGU (see note 21 "Intangible Assets").
The impairments of intangible assets related primarily to concessions.

The properties' value in use was determined based on property-based cash flow budgets and
country-specific capital charges. Market-price-based processes and capital market valuation
techniques were used to determine the fair values less costs to sell. The measurement included
appraisals, knowledge from sale negotiations and other market assessments. As far as possible, the
fair values were derived from prices directly or indirectly observed in the market. In all other cases,
the fair values were determined on the basis of inputs that were not based on data observable in the

market.
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14. OTHER OPERATING EXPENSES

Breakdown of Other Operating Expenses

Expenses for rents and leases 1,891.9 1,818.4
Advertising expenses 1,024.9 1,037.4
Other occupancy costs 925.2 880.0
Expenses from supplementary payments for goods traffic 855.5 787.2
Expenses for maintenance and consumables 794.2 732.5
Vehicle fleet, freight 746.5 655.9
Expenses for third-party services 536.0 516.7
General and administrative expenses 287.7 305.8
Voluntary social benefits 111.4 113.2
CRS communication, IT (Travel and Tourism) 53.8 50.0
Travel expenses 48.6 50.3
Addition to provision for contingent losses from onerous contracts 45.2 66.4
Losses on the disposal of non-current assets 40.3 36.4
Other taxes 39.8 31.8
Contributions, fees and duties 345 54.6
Other personnel expenses 29.1 26.1
Expenses from exchange rate changes 28.7 9.2
Insurance 27.2 27.3
Losses on writedowns on receivables 31 39.8
Miscellaneous other operating expenses 358.3 296.3

The increase in other operating expenses is due primarily to an increase in the expenses for the
vehicle fleet and freight, expenses for rents and leases, expenses from supplementary payments for
goods traffic, expenses for maintenance and consumables as well as other occupancy costs. Some of
these services are closely related to the corresponding items of operating income. By contrast, a
decline was recorded in the expenses relating to losses on writedowns on receivables, to the addition
to the provision for contingent losses from onerous contracts as well as to contributions, fees and
duties.

The expenses for the vehicle fleet and freight increased primarily in the Retail Germany business
segment. The increase resulted among other things from the increase in the use of third-party
logistics services in the context of expanding the Group's business activities.

The expenses for the rents and leases increased primarily in the Retail Germany and Retail
International business segments. The increase was due in part to the first-time inclusion of REWE
Dortmund SE & Co. KG, Dortmund, for the entire year, and the higher number of leased properties
that are subleased to partners. In the Retail International business segment, the increase was mainly
attributable to the first-time inclusion of UAB Palink.

The increase in expenses for maintenance and consumables related mainly to the Retail Germany
business segment. The increase was due, among other things, to structural changes in connection
with restructuring measures.

The increase in other occupancy costs relates primarily to the Retail Germany and Retail
International business segments.
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The increase in expenses from exchange rate changes relates primarily to the Other and Travel and
Tourism business segments. This relates to measurement gains and losses from exchange losses and
from stand-alone derivatives concluded to hedge purchases of goods in foreign currencies or to
hedge foreign currency liabilities from hotel purchases.

In the previous year, allowances on receivables related mainly to the Travel and Tourism business
segment and were due in part to write-downs on the receivables of an airline.

The decrease in additions to the provision for expected losses from onerous contracts is attributable
primarily to the DIY Stores and Retail Germany business segments.

In the previous year, expenses related to contributions, fees and duties had included the risk
provisions for the duties to be paid in the Retail International business segment.

15.RESULTS FROM COMPANIES ACCOUNTED FOR USING THE EQUITY
METHOD

Of the results from companies accounted for using the equity method in the financial year, an
amount of 6.4 million euros was attributable to companies classified as joint ventures (previous year:
5.2 million euros).

The companies classified as associates contributed 45.6 million euros (previous year: 29.2 million
euros) to the results from companies accounted for using the equity method. Of the increase, 13.6
million euros is attributable to the inclusion of a company held for sale in the previous year (see note
5 "Divestitures").

16. RESULTS FROM THE MEASUREMENT OF DERIVATIVE FINANCIAL
INSTRUMENTS

Derivative financial instruments are used to hedge interest rate, foreign exchange, and commodities
price risks. These derivative financial instruments are explained in note 40 "Financial Risk
Management".

The measurement of the derivative financial instruments resulted in a total expense of 7.1 million
euros in the financial year (previous year: 13.9 million euros). This was due primarily to the fact that
stand-alone currency derivatives are marked to market.

Of the result from the measurement of derivative financial instruments, -7.8 million euros is due to
the fair value measurement of RIF's stand-alone currency derivatives. These are used to hedge
foreign currency loans. Offsetting currency translation gains or losses from these loans are reported
under the other financial result.

Furthermore, the result from the measurement of derivative financial instruments includes gains of
0.7 million euros from the measurement of stand-alone interest rate swaps in Hungary. The swaps
matured as at 31 October 2018.

Measurement gains and losses from stand-alone derivatives concluded to hedge purchases of goods
in foreign currencies or to hedge foreign currency liabilities from hotel purchases are not reported
here but rather under other operating expenses and income.
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17.INTEREST RESULT

Breakdown of Interest Result

2018 2017
Interest and similar income 12.6

Interest income from taxes 14.7 5.9

Interest income from financing activities 34 2.6
Other interest income 4.6 4.1
Interest expense from financing activities -31.8 -15.1
Interest expense from finance leases -21.1 -15.7
Interest expense from additions to defined-benefit pension provisions -11.2 -10.4
Interest expense from discounting assets and compounding liabilities -6.2 -2.4
Interest expense from taxes -1.7 -3.0
Interest expense from derivative financial instruments -1.3 -0.5
Other interest expense -0.7 -5.0

N I S

The net interest result fell year on year by a total of 11.8 million euros.

Interest income from taxes increased by 8.8 million euros. It relates primarily to interest on
corporate income tax, trade tax and VAT reimbursement claims as well as income from the reversal
of provisions for interest on tax audit risks.

The increase in the interest expenses from financing activities by 16.7 million euros resulted mainly
from the rise in borrowing for investments, in particular from the raising of promissory loan notes.

The interest expenses from finance leases relate primarily to the Retail Germany business segment.
The increase is due chiefly to the first-time inclusion of REWE Dortmund Vertriebsgesellschaft mbH,
Dortmund, for the entire year.

The net interest expense from defined benefit pension plans essentially resulted from the
compounding of obligations for pensions and similar post-employment obligations. For the changes
in the measurement parameters and of the net interest expense from defined benefit pension plans,
see note 33 "Employee Benefits".

18.OTHER FINANCIAL RESULT

Breakdown of Other Financial Result

9.0

Income from equity investments 4.5
Income from loans 0.7 0.6
Other income and expenses -13.4 -7.2

N T S

Income from equity investments resulted mainly from distributions from real estate funds and other
dividends. In addition, income from shares in associates which are not accounted for in accordance
with the equity method for reasons of materiality are included in this figure, as are reversals of
impairment losses on equity investments.
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The year-on-year increase in other expenses is mainly attributable to exchange rate effects.

19. TAXES ON INCOME

Breakdown of Total Taxes on Income

Current tax expense -134.3 -136.4
of which: taxes on income for the financial year -157.4 -137.7
of which: taxes on income for previous years 23.1 13

Deferred taxes -19.4 3.4

Total taxes on income -153.7 m

Source of Deferred Tax Assets and Liabilities on Temporary Differences Due to Different Carrying Amounts of
Balance Sheet Items

31 Dec. 2018 31 Dec. 2017
Deferred Deferred Deferred Deferred
tax assets tax liabilities tax assets tax liabilities
ASSETS
Intangible assets 182.6 282.7 150.0 244.1
Property, plant and equipment 106.3 219.5 253.3 377.1
Non-current financial assets 45.8 215 14.1 8.7
Inventories 78.7 7.7 57.2 5.7
Receivables and other assets 49.7 223 58.0 20.4
Loss carryforwards 41.8 0.0 66.6 0.0
Interest carryforwards 2.1 0.0 3.2 0.0
Other off-balance sheet transactions 14 0.0 0.8 0.0
LIABILITIES
Pension provisions 165.1 20.5 163.6 30.3
Other provisions 277.5 36.2 305.9 30.6
Liabilities 103.5 54.0 95.8 27.2
of which: non-current 796.2 568.0 971.1 687.7
of which: current 258.3 96.4 197.4 56.4
Offsetting -618.1 -618.1 -703.2 -703.2

Amount recognised in the balance sheet 436.4 46.3 465.3 40.9

To the extent that the realisation of the deferred tax asset depends on future taxable profits
exceeding the earnings impact from the reversal of existing taxable temporary differences, deferred
tax assets were recognised only if there were sufficient substantial indications for their realisation in
future periods. Companies with tax losses in the current or prior period recognised deferred tax
assets of 319.1 million euros (previous year: 308.2 million euros) for deductible temporary
differences in future periods, which are higher than the earnings impact from the reversal of existing
taxable temporary differences. The recognition of deferred tax assets is subject to sufficient
indications that they will be realised in future periods as a result of future structural measures and
existing tax budgets. No deferred tax assets were recognised for deductible temporary differences of
404.8 million euros (previous year: 379.9 million euros).

Page 95



As was the case for the decrease in corporate tax loss carryforwards, the decline in deferred tax
assets on tax loss carryforwards was due primarily to the utilisation of loss carryforwards in the
consolidated tax group of RZF and REWE Deutscher Supermarkt AG & Co. KGaA, Cologne. By
contrast, loss carryforwards at the Italian tax group rose, which also led to an increase in
unrecognised corporate tax loss carryforwards.

Composition of Carryforwards for Which No Deferred Taxes Were Recognised

Corporate tax - loss carryforwards
Corporate tax - loss carryforwards as at 31 Dec. 908.8 910.1
Corporate tax - unrecognised loss carryforwards as at 31 Dec. 723 5 647.4

Corporate tax - unrecognised loss carryforwards - expiration after 5 years or no expiration 723.5 647.4

Trade tax - loss carryforwards
Trade tax - loss carryforwards as at 31 Dec. 471.1 442.3
Trade tax - unrecognised loss carryforwards as at 31 Dec. 437 7 315.6

Trade tax - unrecognised loss carryforwards - no expiration 437.7 315.6

Losses pursuant to § 15a German Income Tax Act (EStG)

Losses pursuant to § 15a EStG as at 31 Dec. 9.4

Losses pursuant to § 15a EStG - unrecognised loss carryforwards as at 31 Dec. 9.4
Losses pursuant to § 15a EStG - unrecognised loss carryforwards - no expiration 11.5 9.4

Interest carryforwards

Interest carryforwards as at 31 Dec. _ 13.0

Interest carryforwards - unrecognised as at 31 Dec. 0.7

Interest carryforwards - unrecognised - no expiration 0.0 0.7

Off-balance sheet tax benefit

Off-balance sheet tax benefit as at 31 Dec. m %

Off-balance sheet tax benefit - unrecognised as at 31 Dec.

The increase in trade tax loss carryforwards during the financial year are due primarily to losses from
partnerships. For the most part, no deferred tax assets were taken into account for these trade tax
loss carryforwards. By contrast, the trade tax loss carryforwards in RZF's consolidated tax group were
utilised in full.

Change in Deferred Tax Assets and Liabilities

2018 2017
Deferred taxes 390.1 424.4
-34.3 48.9

Year-on-year change

=
o B N ©
n o k o

Change in deferred taxes on items recognised directly in equity (IAS 39, IAS 19, IFRS 9) 22.9
Change in deferred taxes from acquisitions/divestments recognised directly in equity 24.3
Change in deferred taxes from exchange rate changes recognised directly in equity -2.4
Change in deferred taxes due to temporary differences recognised through profit and loss -14.4
Change in deferred taxes due to loss and interest carryforwards recognised through profit and loss -25.9 17.8

Reclassification of changes in deferred taxes recognised th h profit or loss in respect of discontinued operations

Recla: ation of amount recognised in the balance sheet for deferred taxes recognised in respect of discontinued
operations
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The change (recognised through profit or loss) in deferred taxes due to loss and interest
carryforwards is due mainly to the utilisation of tax loss carryforwards and the associated deferred
tax assets recognised in previous years. By contrast, the prior-year period was characterised by the
recognition of deferred tax assets on loss carryforwards as a result of improved earnings and
utilisation prospects.

The change in deferred taxes relating to cash flow hedges and other financial instruments which are
recognised directly in equity (IAS 39, IFRS 9) amounted to -8.1 million euros and the change in
pension and similar obligations recognised directly in equity (IAS 19) amounted to -9.9 million euros.
The change in deferred taxes recognised directly in equity relating to acquisitions and divestitures
declined to 2.1 million euros in the financial year and includes a further equity investment in UAB
Palink. The significantly higher amount in the previous year was primarily due to the formation of the
joint venture REWE Dortmund SE & Co. KG, Dortmund, and the acquisition of 64 store locations from
the Kaiser's Tengelmann Group, including K-LOG Kaiser's Tengelmann Logistik- und
Dienstleistungsgesellschaft mbH.

Reconciliation of the Expected Income Tax to the Actual Income Tax Expense

Earnings before taxes, continuing operations

Earnings before taxes, discontinued operations

Profit before taxes on income: profit (+)/loss (-)

Anticipated tax rate
Anticipated tax expense

Effects of different tax rates on the tax rate

Effects from tax rate changes

Effects from taxes from previous years recognised in the financial year

Effects of non-allowable income taxes (withholding and foreign taxes)

Effects from non-deductible operating expenses -15.7 -15.7
Effects of tax-free income 43 4.5
Effects from trade tax add-backs/reductions -37.4 -44.4
Effects of permanent effects 51.8 -28.7
Effects from transfers of assessment bases from/to non-consolidated companies 17.4 -5.2
Effects from recognition adjustments and write-downs of deferred tax assets -49.0 17.7
Effects from equity consolidation 0.4 1.4
T
of which: from continuing operations -153.7 -133.0
of which: from discontinued operations 0.0 -1.1

The Group tax rate for 2018 remains unchanged at 30.0 per cent, consisting of the corporate tax with
a tax rate of 15.0 per cent and the solidarity surcharge, which is levied at 5.5 per cent on the
corporate tax, in addition to the trade tax.

The effective tax rate in the financial year was 26.3 per cent (previous year: 28.4 per cent).

As at 31 December 2018, 0.4 million euros in deferred tax liabilities on undistributed profits of
subsidiaries were recognised, for which a distribution of these profits is intended in the foreseeable
future. All other profits are retained or continually reinvested.
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The temporary differences in connection with investments in subsidiaries, joint ventures and
associates, for which no deferred tax liabilities were recognised, were 689.7 million euros (previous
year: 658.9 million euros) as at the balance sheet date.

20. PROFIT OR LOSS ATTRIBUTABLE TO NON-CONTROLLING INTERESTS

The profit attributable to non-controlling interests was 0.5 million euros (previous year: -4.5 million
euros).
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Balance Sheet Disclosures

Concessions,
favourable contracts,
industrial property Prepayments and
. o Customer
rights and similar > > assets under Total

. relationships

rights as well as development

licenses to such

rights
Cost

2.2 0.0 1.4

21.INTANGIBLE ASSETS

Change in Intangible Assets

As at 31 Dec. 2018 1,154.4

Depreciation, amortisation and impairments

As at 1Jan. 2017 518.8 537.7

Currency translation 0.8 0.0 0.0 1.0

Additions to/disposals from scope of consolidation 0.0

Currency translation -0.9 0.1
Additions to/disposals from scope of consolidation 5.5 0.0 -7.6 0.0 -2.1
Reclassifications of assets held for sale 59.3 0.0 24.5 0.0 83.8
Additions from acquisitions 33.0 54.7 70.6 0.0 158.3
Additions 67.8 0.0 17 35.2 104.7
Disposals -18.4 0.0 -0.5 -1.5 -20.4
Reclassifications 24.6 0.0 0.0 -21.7 2.9
BT T
Currency Translation -2.3 -0.1 -8.4 -0.1 -10.9
Additions to/disposals from scope of consolidation 23.4 0.0 0.0 0.0 23.4
Additions from acquisitions 225 0.0 124.5 0.0 147.0
Additions 102.3 0.0 5.1 27.6 135.0
Disposals -17.8 0.0 -1.7 -0.5 -20.0
Reclassifications 31.9 0.0 0.0 -28.4 3.5
[ o
I T
0.2
0.0
0.0

Reclassifications of assets held for sale 59.3

Additions 73.9 1.8

Disposals -11.6
As at 31 Dec. 2017/1 Jan. 2018

Currency Translation

Additions

Impairments

Disposals

Reversals of impairment losses
As at 31 Dec. 2018

Carrying amount as at 1 Jan. 2017

Carrying amount as at 31 Dec. 2017/1 Jan. 2018

Carrying amount as at 31 Dec. 2018

Favourable contracts were recognised as intangible assets if contracts were taken over in connection
with a business combination whose terms and conditions were more favourable than the market
conditions at the date of the business combination.

The increase in goodwill is due to the first-time consolidations in 2018 (see note 4 "Acquisitions").
This was attributable primarily to the goodwill for UAB Palink and Travel LAB SAS, Saint-Ouen,
France.
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Internally generated intangible assets in use amounting to 77.8 million euros are presented in the
financial year (previous year: 89.7 million euros). In addition, there are internally generated
intangible assets still in development. The internally generated intangible assets primarily concern
software products. Additional research and development expenses of 64.4 million euros (previous
year: 70.4 million euros) were incurred in the financial year. These expenses were not capitalised as
internally generated intangible assets because the recognition requirements were not satisfied.

The cumulative cost and/or cumulative depreciation was reclassified if it was attributable to assets
that were recognised under other items of non-current assets and that must now be presented in
other items.

With regard to the impairment losses during the financial year, please see the remarks under note 13
"Depreciation, Amortisation and Impairments".

Intangible assets amounting to 0.1 million euros (previous year: 0.0 million euros) were pledged as
collateral for liabilities. In addition, purchase commitments in the amount of 0.1 million euros
(previous year: 0.3 million euros) were entered into for intangible assets.

Goodwill

Breakdown of Goodwill by CGU Groups

Group of cash-generating units
o 31 Dec. 2018
in million €

REWE 679.4 677.0
Travel and Tourism Central Europe 348.9 344.2
PENNY Czech Republic 196.8 198.7
IKI Baltic states 97.7 0.0
Travel and Tourism Northern Europe 87.4 65.0
BILLA Czech Republic 54.4 54.9
BILLA Russia 47.2 54.1
EHA 7.1 7.1
Digital 7.0 7.0
DIY Stores 11 1.0

PENNY ltaly 0.

0 8.8
Total goodwill 1,527.0 m

The 2.4-million-euro increase in goodwill of the REWE group of CGUs is due to the additions to REWE
Regiemarkt's customer base at individual stores.

The 4.7-million-euro increase in goodwill of the Travel and Tourism Central Europe group of CGUs is
attributable primarily to advantageous exchange rate developments in the KUONI Switzerland
business unit as well as from the acquisition of all shares in Reisebliro Rade GmbH, Offenburg (see
also note 4 "Acquisitions").

At the PENNY Czech Republic group of CGUs, the unfavourable exchange rate changes resulted in a
decline in goodwill of 1.9 million euros.

At the new IKI Baltic states group of CGUs, the addition of UAB Palink resulted in goodwill of 97.7
million euros (see also note 4 "Acquisitions").
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At the Travel and Tourism Northern Europe group of CGUs, the acquisition of three business units
(see also note 4 "Acquisitions") primarily led to an increase in goodwill of 22.4 million euros.

The advantageous exchange rate development from the previous year for the BILLA Czech Republic
group of CGUs reversed during the financial year, resulting in a decrease in goodwill amounting to
0.5 million euros. The negative exchange rate development from the previous year for the BILLA
Russia group of CGUs continued during the financial year, resulting in a decrease in goodwill
amounting to 6.9 million euros.

The slight increase in goodwill at the DIY Stores group of CGUs in the financial year is attributable
to the acquisition of a further store location.

At the PENNY Italy group of CGUs, the addition during the year resulting from an asset deal
amounted to 1.6 million euros. In addition, the annual impairment test identified a recoverable
amount that resulted in an impairment of the entire amount of goodwill attributed to this CGU of
10.4 million euros (see also note 13, "Depreciation, Amortisation and Impairments").

Measurement Model and Material Measurement Parameters

The recoverable amount of the CGU groups is determined based on the fair value less costs to sell
using the discounted cash flow method, based on level 3 inputs.

The key measurement parameters used to calculate the fair value of CGUs are the capital charges
(WACC) used to calculate the discount rate, the growth discount in the discount rate used for
calculating the perpetual annuity and the change in EBIT in the planning period as the basis for
forecasting the cash flows of the CGUs.

The measurement of the fair value of the CGU groups is based on the forecasted cash flows, which
are derived on the basis of the three-year plan approved by the management. This three-year plan
was prepared on the basis of internal Company experience and expectations regarding future market
development and is used for internal purposes. Country-specific parameters, such as economic
growth, consumer prices, private consumption and the unemployment rate, are considered in the
three-year plan. The last planning year in the three-year plan is generally used as a basis for the
perpetual annuity in the measurement model.

A growth discount is factored into the discount rate for the perpetual annuity in the measurement
model. Growth rates forecast by international organisations for gross domestic product up to 2023
were used when determining the country-specific growth discounts. The discount rates used reflect
the special risks of the corresponding CGU groups. Capital charges (WACC) are determined based on
fair values. The specific beta coefficients were derived from capital market data for several
comparable companies.
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Comparison of Discount Rates and Growth Discounts

Discount rate per year

Group of cash-generating units (WACC) Growth discount
2018 2017 2018 2017
REWE 4.8% 4.8% 0.5% 0.5%
Travel and Tourism Central Europe 5.6% 5.8% 0.4% 0.5%
PENNY Czech Republic 6.3% 5.5% 1.3% 0.8%
Travel and Tourism Northern Europe 6.1% 6.4% 0.8% 0.8%
BILLA Czech Republic 6.3% 5.5% 1.3% 0.8%
BILLA Russia 11.3% 11.5% 2.5% 2.5%
EHA 4.8% 4.8% 0.5% 0.5%
Digital 4.8% 4.8% 0.5% 0.5%
DIY Stores 4.8% - 0.5% -
PENNY lItaly 6.8% - 0.5% -

Impairment tests were conducted in euros for the Travel and Tourism Central Europe and Travel and
Tourism Northern Europe groups of CGUs and average discount and growth rates were used; the
average of the country-specific parameters was calculated based on revenue ratios.

The three-year plans for internal management purposes are used for the forecast of future cash
flows of the CGU groups. The detailed planning period was expanded for some CGU groups. This is
done if the most recent budget year does not reflect long term results as a basis for the perpetual
annuity. This is primarily due to restructuring and expansion plans in the CGU groups.

The following assumptions were made in the detailed planning period with respect to the future
development of EBIT and revenue for the individual CGU groups:

Trend Indications for the Development of EBIT and Revenue

Forecast development

Group of cash-generating units Detailed planning period

[ LEETE
EBIT Revenue 2018 2017

REWE solid growth slight growth 3 and 10 years 10 years
Travel and Tourism Central Europe strong growth slight growth 3 years 3 years
PENNY Czech Republic slight growth slight growth 3years 3years
Travel and Tourism Northern Europe solid growth slight growth 3 years 3 years
BILLA Czech Republic solid growth slight growth 3 years 3 years
BILLA Russia strong growth strong growth 3years 3years
EHA solid growth slight growth 3 years 3 years
Digital strong growth strong growth 10 years 10 years
DIY Stores strong growth stable 10 years -

PENNY lItaly strong growth slight growth 3 years -

Sensitivity of Material Measurement Parameters

As part of sensitivity analyses, the potential effects from changes in the weighted cost of capital
(WACC), country-specific growth discounts or in the EBIT for the last planning year are analysed, as
are combinations of these significant measurement parameters to future cash flows.

At the following CGU groups, the sensitivity analyses showed the potential impairments of goodwill
in the event of changes in parameters presented in the table below:
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Potential Impairment Risk with a Change to a Significant Parameter

Potential Impairment Risk with an Increase in the WACC

WACC Impairments
Increase in percentage
Group of cash-generating units points in million €
PENNY lItaly 239.1
REWE 1.0 0.0
DIY Stores 1.0 11.9

Potential Impairment Risk with a Decrease in EBIT
EBIT perpetual annuity Impairments

Decrease in percentage

Group of cash-generating units points in million €
PENNY lItaly 10.0 237.9
REWE 10.0 0.0
DIY Stores 10.0 0.0

Potential Impairment Risk with a Decrease in the Growth Discount
Growth discount Impairments

Decrease in percentage

Group of cash-generating units points in million €
PENNY ltaly 2375
REWE 0.5 0.0
DIY Stores 0.5 0.0

Potential Impairment Risk with a Change to Two Significant Parameters

Potential Impairment Risk with a Simultaneous Change to WACC and the Growth Discount

WACC Growth discount Impairments
Increase in percentage Decrease in percentage
Group of cash-generating units points points in million €
PENNY lItaly 240.3
REWE 1.0 0.5 0.0
DIY Stores 1.0 0.5 46.6

Potential Impairment Risk with a Simultaneous Change to WACC and EBIT

WACC EBIT perpetual annuity Impairments
Increase in percentage Decrease in percentage
Group of cash-generating units points points in million €
PENNY lItaly 10.0 240.8
REWE 1.0 10.0 0.0
DIY Stores 1.0 10.0 70.6

Potential Impairment Risk with a Simultaneous Change to EBIT and the Growth Discount

EBIT perpetual annuity Growth discount Impairments

Decrease in percentage Decrease in percentage

Group of cash-generating units points points in million €
PENNY lItaly 10.0 0.5 239.4
REWE 10.0 0.5 0.0
DIY Stores 10.0 0.5 0.0

No realistic changes in parameters are expected for any of the CGU groups which would result in an

impairment.
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22.PROPERTY, PLANT AND EQUIPMENT

Change in Property, Plant and Equipment

Leasehold

Land and

improvement
buildings B

Cost
Currency translation 8.7
Additions to/disposals from scope of consolidation 1.3 0.0
Reclassifications of assets held for sale 22.0 22.6
Additions from acquisitions 175.9 6.9
Additions 814.8 212.0
Disposals -66.7 -40.6
Reclassifications 57.7 8.3

[ e
Currency Translation -25.6 -9.1
Additions to/disposals from scope of consolidation 0.0 0.0
Reclassifications of assets held for sale -13.1 -0.1
Additions from acquisitions 47.2 11.1
Additions 463.6 227.3
Disposals -85.2 -57.7

Reclassifications 186.1

113
T
Depreciation, amortisation and impairments
[ ouns] s
Currency translation 5.0 4.0
Additions to/disposals from scope of consolidation 13 0.0
Reclassifications of assets held for sale 10.8 22,6
Additions 199.6 133.1
Impairments 21.7 4.9
Disposals -34.9 -34.6
Reversals of impairment losses -7.2 -0.6
Reclassifications -36.6 -1.1
As at 31 Dec. 2017/1 Jan. 2018 m m
Currency Translation -7.9 -3.5
Reclassifications of assets held for sale -6.0 0.0
Additions 262.2 136.9
Impairments 35.3 0.7
Disposals -55.5 -46.2
Reversals of impairment losses -18.1 -6.2
Reclassifications 9.1 -2.0

As at 31 Dec. 2018 2,499.3 1,241.6

Technical

equipment
EL L]
machinery

43.7

Other
equipment,
operating and
office
equipment

9.1
13
40.5
56.3
695.1
-293.3
6.5
-13.1
0.6
0.0
34.5

-267.6

2

Prepayments
and assets
under
construction

0.0 2.7
0.0 85.4
0.3 242.3
258.5 2,033.6
-16.5 -428.8
-111.4 -30.4
-49.0

0.6

-13.2

95.4

1,683.5

-498.5

Bi5

[ o
-0.6
0.0
0.0
2.6
145.6
-8.6
-268.2
=
0.0
0.0
0.0
0.0
-0.3
0.0
0.0
0.3
i

7,193.2

15.6
23

Additions from acquisitions in financial year 2018 relate primarily to the first-time consolidation of

UAB Palink. The additions from acquisitions are described under note 4 "Acquisitions". The other

additions comprise in particular investments for expanding the store network as well as capital

expenditures for replacements and expansions at retail stores, warehouse sites and production

companies. The majority of the disposals resulted from the disposal or scrapping of operating and

office equipment.
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During the financial year, borrowing costs in the amount of 0.3 million euros (previous year:

0.1 million euros) were recognised. These concern the establishment of a logistics centre for the
Retail Germany business segment. The weighted average cost of capital was used as a basis for
determining the borrowing costs requiring capitalisation.

The cumulative cost and/or cumulative depreciation was reclassified if it was attributable to assets
that were recognised under other items of non-current assets and that must now be presented in
other items.

With regard to the impairment losses taken on property, plant and equipment during the financial
year, please see the remarks under note 13 "Depreciation, Amortisation and Impairments". With
regard to the reversals of impairment losses, please see the remarks under note 10 "Other Operating

Income".

Property, plant and equipment in the amount of 204.3 million euros (previous year: 217.5 million
euros) serves as collateral for financial liabilities. Purchase commitments of 235.6 million euros
(previous year: 272.2 million euros) were entered into for property, plant and equipment.
Compensation of 0.6 million euros (previous year: 0.6 million euros) was received and recognised in
net profit or loss for property, plant and equipment that was impaired, lost or removed from
operation.

23.INVESTMENT PROPERTIES

Change in Investment Properties

e T

Cost

Asat1ian. 2017 o

Additions 2.6
Disposals -7.9
Reclassifications 27.6
Disposals -33.7
Reclassifications -7.0

As at 31 Dec. 2018

Depreciation, amortisation and impairments

Asat 1 Jan. 2017 T wl

Additions 1.4
Impairments 0.3
Disposals -7.6
Reclassifications 38.0
Additions 0.8
Impairments 2.7
Disposals -22.4
Reversals of impairment losses -0.6
Reclassifications -6.9

A t 31 Dec. 2018

Carrying amount as at 1 Jan. 2017 46.5
Carrying amount as at 31 Dec. 2017/1 Jan. 2018

36.7

Carrying amount as at 31 Dec. 2018 224
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The change in the carrying amount of investment property resulted mainly from the disposal of real
estate in the Retail Germany business segment (11.3 million euros) as well as impairments of 2.7
million euros attributable primarily to the Retail International business segment.

The rental income from these properties during the financial year was 5.1 million euros (previous
year: 3.5 million euros). The operating expenses for these properties amounted to 0.9 million euros
(previous year: 1.9 million euros). Operating expenses for properties not generating rental income
amounted to 0.2 million euros (previous year: 0.3 million euros).

The fair value of investment properties is 32.0 million euros (previous year: 61.5 million euros). The
change is due mainly to disposals of investment property in the Retail Germany and Retail
International business segments, which were partly offset by additions in the Retail International
business segment.

Recognised valuation techniques (discounted value of future earnings method) are used to
determine the fair value. Based on the inputs to the valuation techniques used, fair value
measurement is categorised to level 3 in accordance with the measurement hierarchy used to
measure fair value. In addition to reasonable management costs and market rents, rental income
from current rental agreements was also used as a key measurement parameter. The discount rate
for properties factors in the individual situation and condition of each property. More information on
determining fair value can be found in note 13 "Depreciation, Amortisation and Impairments".
Appraisals are made by independent experts in individual cases.

24.LEASES

Real estate from finance leases is also presented under property, plant and equipment. It is included
in the "Land and buildings" item in an amount of 824.5 million euros (previous year: 871.6 million
euros).

Many of the leased properties are partially or fully subleased. A majority of the subleasing is made to
companies in connection with the REWE partnership model. The lease agreements have varying
terms and conditions, rent increase clauses and renewal options. Purchase options are not normally
included.

In addition, assets classified as other operating and office equipment are leased in connection with
operating leases with short-term termination clauses.

Finance Leases as Lessee

Reconciliation of Minimum Lease Payments to be Paid to the Recognised Present Value of the Obligation

31 Dec. 2018

Total minimum lease payments from finance leases 999.7 1,052.5

Discounting -145.3 -152.8

Present value of liabilities from finance leases 854.4
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Allocation of the Minimum Lease Payments, the Discounting and Present Value of the Minimum Lease
Payments by Residual Maturity

More than 5 31 Dec. 2018
Up to 1 year 1to 5years
years Total

Total minimum lease payments from finance leases 84.9 352.0 562.8 999.7
Discounting -19.9 -64.5 -60.9 -145.3

Present value of liabilities from finance leases m 287.5 501.9 854.4

More than 5 31 Dec. 2017
Up to 1 year
years Total

Total minimum lease payments from finance leases 82.4 3341 636.0 1,052.5
Discounting -19.3 -66.1 -67.4 -152.8

Present value of liabilities from finance leases m 268.0 568.6 899.7

The change in the present value of lease commitments arises in particular through scheduled
repayments of lease commitments.

Operating Leases as Lessee

Total Future Minimum Lease Payments to be Paid Resulting from Non-Cancellable Operating Leases

Up to 1 year 1,899.3 1,843.9
1to 5vyears 5,855.5 5,674.3
More than 5 years 5,092.5 4,895.1

Future payments on operating leases 12,847.3 12,413.3

Operating Leases as Lessor

Total Future Expected Lease Payments Resulting from Non-Cancellable Operating Leases

Up to 1 year 759.1 716.4
1to 5years 2,213.4 2,105.7
More than 5 years 1,930.3 2,037.5

Future payments expected from operating leases 4,902.8 4,859.6

The principal amount of minimum lease payments that the groups will receive in future from
subleasing properties leased under operating leases is 4,791.9 million euros (previous year:

4,587.0 million euros). Some of the subleasing income is secured through security deposits and
payment guarantees. The increase in future subleasing income to be received and in expected future
total leasing income resulted primarily from the conclusion of new sublease agreements.
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25. COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD

Information Regarding Associates

Group's share of results from continuing operations 45.6 29.2
Group's share of comprehensive income 45.6 29.2
Carrying amount of shares in associates 115.4 102.4

The associates are primarily 1,214 REWE partner companies (previous year: 1,151).

Of the increase in the Group's share of the comprehensive income of 16.4 million euros, 13.6 million
was due to a company held for sale in the previous year.

The equity investment in UAB Palink was again accounted for using the equity method in the
financial year after the "available for sale" criteria were no longer met. The measurement was
applied retrospectively from the date the company was classified as "available for sale".

In January 2018, a further 11.23 per cent was acquired for 30.7 million euros; thus, the total
shareholding as at this date amounted to 55.58 per cent. However, this equity investment did not
constitute control over the company, as that would have required a qualified majority of more than
60.0 per cent.

As at 31 July 2018, a further 13.27 per cent was acquired for 21.7 million euros, bringing the
shareholding as at this date to 68.85 per cent. This constituted control for the first time, so that as at
this date the equity method was applied for the last time and the accounting treatment transitioned
to that of a fully consolidated subsidiary. The amount for adjusting the previously held shares is
recognised under other operating income (see note 10 "Other Operating Income").

Change in Carrying Amount of the Equity Investment

As at 1 Jan. 2018

Pro rata results — 2018 13.6
Acquisition of shares — January 2018 30.7
Adjustment of existing shares in accordance with IFRS 3.42 11.1

As at 31 July 2018 135.4

Further explanations can be found in note 4 "Acquisitions".

Information Regarding Joint Ventures

Group's share of results from continuing operations

Group's share of other comprehensive income -0.4 0.0
Group's share of comprehensive income 6.0 5.0
Carrying amount of shares in joint ventures 45.6 41.4
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26. OTHER FINANCIAL ASSETS

Breakdown of Other Financial Assets

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total

Trade payables with debit balances 659.4 0.0 659.4 302.9 0.0 302.9
Claims from supplier compensation 252.1 0.0 252.1 240.8 0.0 240.8
Loans to associates 42.8 133.2 176.0 52.6 119.0 171.6
Other loans 18.1 69.7 87.8 27.6 53.4 81.0
Receivables from derivative financial

instruments 32.8 0.0 32.8 25.2 0.0 25.2
Loans to joint ventures 28.3 19 30.2 10.2 15 11.7
Other equity investments 0.0 19.8 19.8 0.0 26.4 26.4
Shares in associates 0.0 0.0 0.0 0.0 58.1 58.1
Shares in affiliated companies 0.0 0.0 0.0 0.0 17.3 17.3
Other receivables from financial transactions 23.6 9.8 334 22.2 7.4 29.6

1,057.1 234.4 1,291.5 681.5 283.1 964.6

The increase in trade payables with debit balances relates mainly to the Retail Germany business
segment.

Claims from supplier compensation relate to retrospective compensation claims from suppliers.

Loans to associates include primarily shareholder and start-up loans and merchandise credits to
REWE partner companies. The increase is due primarily to the higher number of partner companies.

Other loans relate to, among other things, merchandise credits, loans to lessors and start-up loans to
other related parties.

The receivables from derivative financial instruments primarily concern currency derivatives. They
essentially resulted from currency hedges of the Travel and Tourism business segment. Further
explanations of changes in derivative financial instruments can be found in note 40 "Financial Risk
Management".

The loans to joint ventures essentially include loans to REWE PETZ GmbH, Wissen, and to EURELEC
TRADING SCRL, Brussels.

The other equity investments item is used mainly to report the shares in DZ BANK AG Deutsche
Zentral-Genossenschaftsbank, Frankfurt am Main, and in Home24 GmbH, Berlin. The decrease is due
primarily to the disposal of some of the shares in DZ Bank AG Deutsche Zentral-Genossenschaftsbank
and the measurement of these equity investments (see note 7 "Accounting Policies").

From the financial year onwards, shares in associates and shares in affiliated companies that for
reasons of immateriality are not accounted for using the equity method or fully consolidated in the
consolidated financial statements, are recognised under other assets (see note 28 "Other Assets").
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27.TRADE RECEIVABLES

Breakdown of Trade Receivables

_ e =

Trade receivables from third parties 859.1 875.7
Trade receivables from associates 521.5 358.0
Trade receivables from joint ventures 16.2 25.0
Trade receivables from affiliated companies 3.5 3.4

Trade receivables from other long-term investments

The increase in trade receivables from associates is primarily in relation to the balance sheet date.

28. OTHER ASSETS

Breakdown of Other Assets

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total
Deferred assets 47.3 73.2 120.5 37.1 57.9 95.0
Receivables from other taxes 68.8 0.0 68.8 103.3 0.0 103.3
Deferred discounts from central settlement 48.9 0.0 48.9 51.5 0.0 51.5
Shares in associates 0.0 47.4 47.4 0.0 0.0 0.0
Receivables from prepayments and security
deposits 28.3 17.7 46.0 25.9 23.1 49.0
Deferred commissions from travel agencies 28.7 0.0 28.7 27.7 0.0 27.7
Shares in affiliated companies 0.0 12.8 12.8 0.0 0.0 0.0
Receivables from former partners from
partnership model 6.2 0.0 6.2 5.8 0.0 5.8
Interest on corporate income tax and trade
tax reimbursements 3.6 0.0 3.6 0.2 0.0 0.2
Reimbursement rights against trust
associations 2.2 0.2 24 2.7 0.2 29
Miscellaneous 159.2 6.8 166.0 150.6 3.6 154.2

Receivables from other taxes relate primarily to value-added tax.

Previously, affiliated companies and associates that, for reasons of immateriality, were not fully
consolidated or accounted for using the equity method, were recognised under other financial
assets. Beginning in financial year 2018, they are recognised under other assets (see note 2
"Application and Effects of New or Revised Accounting Standards"). In the previous year, the figures
for immaterial affiliated companies and associates amounted to 17.3 million euros and 58.1 million
euros, respectively.

The deferred assets include, among other items, prepaid rents, service fees, flat-rate maintenance
fees, construction cost and investment subsidies as well as prepaid tourism payments. This item
increased primarily due to construction cost subsidies.

Page 110



Allowances of 0.5 million euros were recognised on receivables from former partners of REWE
partner companies in the financial year (previous year: 0.6 million euros).

29.INVENTORIES

Breakdown of Inventories

Finished goods and merchandise 3,518.3 3,426.0
Prepayments 275.2 202.4
Work in progress 156.9 144.9
Raw materials, consumables and supplies 61.7 62.6

N BT M

The change in inventories is primarily attributable to the increase in finished goods and merchandise
as well as prepayments.

The increase in finished goods and merchandise was due mainly to the Retail International, Other,
and Retail Germany business segments. The increase in the inventory of the Retail International
business segment was due in part to the first-time consolidation of UAB Palink (see note 4
"Acquisitions"). The inventory increase in the Retail Germany business segment was attributable
mainly to the expansion of the warehouse locations.

The increase in prepayments resulted primarily in the Travel and Tourism business segment: in
particular in the Central Europe division, prepayment to service providers rose by 34.9 million euros,
due mainly to this higher volume of bookings in these destinations.

Allowances for slow-moving merchandise and for individual risks amounted to 253.3 million euros as
at the balance sheet date (previous year: 237.5 million euros). Reversals of impairment losses on
inventories amounted to 7.1 million euros in the Travel and Tourism business segment (previous
year: 4.1 million euros); they were recognised as a reduction in material expenses. The reversal of
impairment losses was due to the new assessment of the country risks, in particular in Tunisia,
Morocco and Turkey on the basis of the order volume.

As in the previous year no inventories were pledged as collateral for financial liabilities during the
financial year.

30. CURRENT AND DEFERRED TAXES

For information on current and deferred taxes, see note 19 "Taxes on Income".

Page 111



31.CASH AND CASH EQUIVALENTS

Breakdown of Cash and Cash Equivalents

Cash-in-hand and store money 454.1 426.2
Bank balances 185.0 226.1

Cheques received

mm

Bank overdrafts

Funds according to cash flow statement 634.8 m

The cash-in-hand and store money essentially presented cash-in-hand at stores and funds in transit
at cash transportation companies. The increase is due in part to the higher number of stores and the
first-time inclusion of UAB Palink.

The bank balances include both current account balances and demand and time deposits.

The cash and cash equivalents, less the overdraft facilities presented under liabilities to banks, shown
here comprise the cash funds within the meaning of the cash flow statement. The change in cash
funds is presented in the cash flow statement (see note 38 "Cash Flow Statement").

32. EQUITY

The changes in equity are presented in the statement of changes in equity. The co-operative shares
in RZF are shown as debt capital under financial liabilities. The changes in this item between
reporting dates are explained in note 35 "Other Financial Liabilities".

Subscribed Capital

As in the previous year, the subscribed capital of RZAG is divided into 1,512,000 registered no-par-
value shares with restricted transferability; it amounted to 38.7 million euros as at the balance sheet
date. The subscribed capital is fully paid up. Each share carries one vote.

Capital Reserves

The capital reserves relate to the premiums from the capital increases RZAG implemented in 1987
and 1990.

Retained Earnings

Retained earnings include the legal reserves, other revenue reserves, the unappropriated profit, the
reserve for pension obligations, the reserve for gains and losses from the remeasurement of equity
instruments and the reserves from adjustment entries made for the transition from local GAAP to
IFRS accounting. In accordance with IFRS 9, the reserve for changes in the fair value of equity
instruments was reported for the first time in the financial year. A total of 661.8 million euros
(previous year: 612.6 million euros) of retained earnings is attributable to the legal reserve of RZF
and 38.7 million euros (previous year: 38.7 million euros) to the legal reserve of RZAG. These
amounts are not eligible for distribution as dividends.
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The other change in retained earnings is due primarily to the net income generated in the financial
year amounting to 429.3 million euros (previous year: 342.3 million euros), which is attributable to
the shareholders of the parent companies, the result of 17.8 million euros from the remeasurement
of defined benefit pension commitments including the corresponding deferred taxes (previous year:
loss of 10.6 million euros), the change in fair value of equity instruments amounting to -8.8 million
euros and a dividend distribution of 29.3 million euros (previous year: 4.9 million euros). Further
effects resulted from the changes in the scope of consolidation amounting to -0.1 million euros
(previous year: 0.9 million euros). In addition, retained earnings also changed by 6.0 million euros
(previous year: -2.2 million euros) as a result of the acquisition of shares from other shareholders.

Other Reserves
The statement of comprehensive income shows how changes in these reserves impact on profit or

loss.

The reserve for cash flow hedges includes the measurement gains or losses on cash flow hedges
taken directly to equity, which are discussed in note 40 "Financial Risk Management".

The costs of hedging reserve includes the change in the fair values of forward elements as well as the
foreign currency basis spread of forward contracts as hedging expenses.

The reserve for financial instruments measured at fair value through other comprehensive income
includes the effects from the change of financial instruments, for which the option to recognised the
change in equity was exercised and for which the changes in subsequent periods are recognised
through profit or loss.

The revaluation reserve results from after-tax remeasurement gains or losses, taken directly to
equity, on shares held before control was obtained in companies acquired in stages. If such
companies are sold, the revaluation reserve is reclassified directly to retained earnings; otherwise it
is transferred to retained earnings on a pro rata basis.

The reserve for currency translation differences is the result of translating other currencies into euros
(see note 6 "Currency Translation").

The reserve for income components of equity-accounted companies recognised directly in equity
contains the accumulated other comprehensive income of associates and joint ventures.

The deferred tax reserve includes the accumulated deferred taxes recognised in equity on the items
recognised in other reserves, as explained above.

Treasury Shares

Treasury shares relate to shares in RZAG that are directly or indirectly held by RZF companies.

Non-Controlling Interests

Non-controlling interests comprise third-party interests in the equity of consolidated subsidiaries.
They amounted to 110.1 million euros as at 31 December 2018 (previous year: 147.4 million euros).
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Changes in the scope of consolidation included the non-controlling interests relating to the first-time
consolidation of UAB Palink.

The changes in non-controlling interests between reporting dates are detailed in the statement of
changes in equity.

Appropriation of Profits

The Management Board and the Supervisory Board of RZAG will propose to the Annual General
Meeting on 29 June 2019 to allocate 16.6 million euros to retained earnings and to carry forward
16.6 million euros to a new account. A distribution of 24.00 euros per share was made in the year
under review.

After the payment of interest on the co-operative shares and the statutory allocation of 21.6 million
euros (previous year: 11.8 million euros) to legal reserves, RZF's unappropriated commercial law
profit amounted to 122.6 million euros in the 2018 financial year (previous year: 66.8 million euros).
The Management Board and Supervisory Board of RZF will propose to the general meeting on

30 June 2019 to allocate from this profit an amount of 50.5 million euros (previous year: 27.5 million
euros) to legal reserves and an amount of 72.1 million euros (previous year: 39.3 million euros) to
other revenue reserves.

33.EMPLOYEE BENEFITS

Breakdown of Employee Benefits

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total
Pensions 65.0 545.3 610.3 67.0 558.2 625.2
Severance pay and TFR 1.4 223.0 2244 1.5 228.4 229.9
Special annual bonuses 182.7 11.0 193.7 196.6 11.7 208.3
Service anniversary bonuses 12.2 155.1 167.3 10.0 143.0 153.0
Liabilities from employee benefits 138.0 0.0 138.0 121.0 0.0 121.0
Holiday provisions 135.0 0.0 135.0 126.4 0.0 126.4
Employee termination benefits 49.7 1.0 50.7 35.0 0.0 35.0
Overtime and performance bonuses 25.8 0.0 25.8 26.4 0.0 26.4
Partial and early retirement 9.8 15.2 25.0 7.6 13.6 21.2
Retirement allowances 1.0 7.0 8.0 11 6.0 7.1
Holiday/Christmas bonuses 7.3 0.0 7.3 5.8 0.0 5.8
Survivors' benefits 0.0 6.4 6.4 0.0 6.5 6.5
Other 375 11.2 48.7 35.8 13.7 49.5
665.4 975.2 1,640.6 634.2 981.1 1,615.3

Disclosures of Defined Benefit Pension Plans

Depending on the respective national law, different retirement benefit systems are available to the

employees of the consolidated companies. These pension plans can be defined contribution or

defined benefit plans. Significant defined benefit pension plans are currently in place for

consolidated companies in Germany, Switzerland, the United Kingdom, Austria and Italy.
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a) Description of Defined Benefit Pension Plans

The defined benefit obligations consist of pensions and similar obligations, such as end-of-service
and Trattamento di Fine Rapporto (TFR) benefits, survivor benefits and retirement allowances.

Breakdown of Present Value of Defined Benefit Obligations by Country

2018 2017
Pensions Similar obligations Pensions Similar obligations

Germany 733.1 13.9 726.0 135
Switzerland 234.7 0.0 235.2 0.0
United Kingdom 31.2 0.0 33.9 0.0
Austria 1.2 216.6 1.5 222.2
Italy 0.0 7.1 0.0 7.2

Other 3.2 1.2 1.5 0.6
Present value of defined-benefit obligation
1,003.4 238.8 998.1 243.5
as at 31 December

The material pension plans break down into growing and fixed (closed) commitments as follows:

Germany

The major part of the obligations results from two different types of pension commitment: firstly
there is an active defined contribution commitment, whose volume is set to increase further in the
future, and secondly there is a pension commitment that was closed in 2008. Both commitments are
subject to guaranteed interest rates. For the consolidated companies, this entails the risk of not
generating the guaranteed interest rate of the pension commitment in the long term. The old
pension commitment was financed exclusively on the basis of deferred compensation. To reduce the
longevity risk, a lump-sum option was introduced for this commitment. The new pension
commitment is no longer financed exclusively, but still predominantly by deferred compensation as
well as by employer contributions. Risk is minimised by arranging it as a defined contribution
commitment. The longevity risk is reduced by granting generous lump-sum options at the start of
pension payments. In addition, the inflation risk for this pension commitment is minimised by
specifying the pension adjustments in advance. For the pension commitment, there are secured trust
assets, which are allocated to individual commitments and the pension commitment described here.
Since the trust assets are plan assets, these are netted against the corresponding obligations.

The other pension commitments made by consolidated German companies are exposed to inflation
risk because, pursuant to section 16 of the Company Pensions Act (Gesetz zur Verbesserung der
betrieblichen Altersversorgung, "BetrAVG"), pension adjustments must be made in line with the
consumer price index.

In addition, a large portion of the defined benefit obligations results from an overall benefit
commitment fixed back in 1992 and a pension commitment closed in 1997. Since most of the
beneficiaries already receive retirement benefits, these defined benefit commitments only represent
a small risk for the consolidated companies.

In the Travel and Tourism business segment, there are moreover commitments that depend on
salary and length of service. Most of them are pension commitments, but some are overall benefit
commitments. Here the number of active beneficiaries means the consolidated companies are
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exposed to the risk of a disproportionate increase in the obligation due to salary increases. Since the
payment of the commitments is planned exclusively in the form of pensions, there is also a longevity
risk.

In addition, there are pension commitments based on length of service in Travel and Tourism; these
commitments were closed to new joiners in 2004. Since payments are planned in the form of
pensions, they are also exposed to a longevity risk. Plan assets are available to secure these pension
commitments. The plan assets available to Travel and Tourism in Germany are composed of
approximately two-thirds real estate and one-third cash and cash equivalents.

Furthermore, a large portion of the defined benefit obligations of the consolidated companies
consists of a direct pension commitment assumed as the result of a business acquisition; this relates
primarily to the Penny Germany business segment and is, at a low level, dependent on length of
service. The commitment was financed by a once-off payment by the seller as at the transfer date
and thereafter by employer contributions from the consolidated companies. To mitigate the
financing risk from salary adjustments, it has been agreed to fix the commitment as at a specified
date in the past by entering into individual agreements with a large number of employees.

In addition, there are defined benefit obligations with different pension commitments from other
company acquisitions. In most cases, they are financed by the employer and employees making
equal contributions. A portion of the commitments are funded by a support fund with back-to-back
reinsurance. The assets transferred to the support funds represent plan assets.

Finally, there are pension-related benefit commitments in the form of retirement allowances and
survivor benefits. The levels of these once-off payments depend on the length of service of the
employees concerned.

Switzerland

Retirement provisions, survivor benefits and loss of earnings provisions in Switzerland are based on a
three-pillar system, which is financed in different ways. In accordance with the Swiss Occupational
Pensions Act (Gesetz liber die berufliche Vorsorge, "BVG"), the second pillar ensures disability
benefits or survivor benefits (in case of the insured person's death) for all employed persons of legal
age with an annual income of at least 21,060 Swiss francs. From the age of 25, there is also an
obligatory retirement pension component. This retirement provision is financed by the employer and
the employee on a funded basis as a percentage of the income insured. The Act prescribes minimum
benefits. At the consolidated Swiss companies, occupational benefit provisions are arranged through
the BonAssistus pension fund, PAX BVG, the PAX Foundation, Swiss Life BVG and the IGP Foundation.
This plan is run jointly by several employers. The above pension funds and foundations may amend
their financing system (contributions and benefits) at any time. If there is a shortfall, recovery
contributions may be levied on the employer. The plan assets deposited with the pension fund and
the collective foundations cover most of the obligations arising from the benefit obligations that exist
under the BVG. The assets the consolidated companies have contributed to the pension fund and the
foundations is determined in the same way as for a partial liquidation incorporating value fluctuation
reserves: by allocating the individual provisions to the beneficiaries and then assigning the assets of
all insured persons in active service to the respective companies in proportion to their retirement
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assets, while the assets of retired employees are allocated to them directly. The pension funds and
foundations have taken out reinsurance to ensure they can meet the legal benefit obligations.

United Kingdom

There is an employer's pension commitment in the Travel and Tourism business segment that has
been closed for new hires since 2002, but which continues to accumulate for the existing
beneficiaries. The commitment is based on salary and length of service and is currently covered by
plan assets. Upon retirement, up to 25.0 per cent of the pension entitlement may be paid out as a
one-off payment. However, there is a longevity risk due to the foreseen lifetime pension payments of
at least 75.0 per cent.

In the United Kingdom the plan assets in the trusts are remeasured at least every three years. As part
of this remeasurement, the trustees of the corresponding trusts use mostly very conservative
parameters and determine from them any existing financing surplus or shortfall and thus the future
payments by the employer.

Austria

In Austria, labour law requires all employment contracts that were entered into by 31 December
2002 and lasted for an uninterrupted period of at least three years to be included in a defined
benefit plan (old end-of-service benefit model), which provides for a once-off payment if an
employee's contract is terminated (except in cases of voluntary resignation) or upon retirement at
the latest. The amount of the once-off payment depends on the employee's average monthly
remuneration and length of service and varies between two and twelve times the monthly
remuneration. The payment arrangements range from immediate payment to payment in half-
monthly instalments.

The above model was amended with effect from 1 January 2003 and every employer is now obliged
to contribute 1.5 per cent of the employee's monthly remuneration to a statutory end-of-service
benefit fund. The new end-of-service benefit model therefore takes the form of a defined
contribution benefit model.

Italy

Similar to Austria, employees in ltaly have a right to a severance payment if the employment contract
is terminated. This payment if referred to as "Trattamento di Fine Rapporto" (TFR). This is an
additional pension entitlement granted under public law. The entitlement is comparable to deferred
compensation and is based on the level of income and the number of years in service.

Before the TFR was reformed in 2005, it was a defined benefit plan. With effect from 1 January 2007,
all existing plans were closed and transferred to a defined contribution benefit system. The
amendment applied to both new joiners and to future years of service of beneficiaries in active
service. The defined benefit obligation of consolidated Italian companies therefore reflects the
extent of the obligation for beneficiaries' years in active service up to 2007.

Since the benefit models in Switzerland, Austria and Italy are statutory benefit systems, there are no
company-specific risks.
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b) Significant Actuarial Assumptions

The defined benefit obligations reported in the balance sheet are based on expert actuarial opinions.
The following parameters were used to measure the significant defined benefit obligations:

Country-specific Parameters for Measuring Significant Defined Benefit Obligations

Significant 2018 2017
) Expected Rate of 0 Expected Rate of
Measurement Accounting ) . Accounting > >
) future salary pension Duration . future salary pension Duration
parameters interest rate . . interest rate . .
increases increases increases increases
Germany 1.75% 3.00% 1.90% 14 years 1.50% 2.80% 1.90% 16 years
Switzerland 0.90% 1.00% - 14 years 0.70% 1.20% - 14 years
United Kingdom 2.90% 3.50% 3.50% 22 years 2.50% 3.40% 3.40% 20 years
Austria 1.30% 3.00% - 8 years 1.10% 2.80% - 9 years
Italy 1.30% - - 8 years 1.20% - - 9 years

The calculations of the German commitments are based on basic biometric values (probabilities of
death and disability) contained in the 2018 G mortality tables (previous year: 2005 G mortality
tables) of Prof. Klaus Heubeck. The death and disability probabilities contained in "Technische
Grundlagen BVG 2015" were used for Switzerland, the AVO 2018 P tables of Pagler & Pagler were
used for Austria, and the Tavole IPS55 and Tavole INPS 2000 were used for Italy.

c) Changes in the Net Defined Benefit Obligation and the Reimbursement Rights Against
Trust Associations

Calculation of Net Obligation Recognised in the Balance Sheet

2018 2017
Pensions Similar obligations Pensions Similar obligations

Present value of unfunded obligations 583.4 238.8 568.4 243.5
Present value of obligations funded in whole or in part 420.0 429.7
Fair value of plan assets 395.1 375.2

T ETE—
of which: reported as provision for pensions and similar obligations 610.3 238.8 625.2 243.5
of which: reported as other assets 2.0 0.0 2.3 0.0

The net liability from pensions and similar obligations reported under provisions includes obligations
for end-of-service and TFR benefits of 224.4 million euros (previous year: 229.9 million euros),
obligations for retirement allowances of 8.0 million euros (previous year: 7.1 million euros) and
obligations for survivor benefits of 6.4 million euros (previous year: 6.5 million euros).

Other assets resulted from surpluses of defined benefit plans of DER Touristik UK Limited, Dorking,
United Kingdom, and RZAG.
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Change in the Present Value of Defined Benefit Obligation in the Financial Year

2018 2017

Pensions Similar obligations Pensions Similar obligations
Present value of defined-benefit obligation

Current service cost 21.3 11.1 19.1 10.9
Interest cost 133 2.5 12.5 23
Effects from remeasurements -21.6 -3.5 15.6 -2.6
of which: effects from change to demographic assumptions 6.2 0.0 -0.4 0.2
of which: effects from change to financial assumptions -33.0 0.7 11.0 -2.0
of which: effects from experience adjustments 5.2 -4.2 5.0 -0.8
Past service cost -0.6 0.0 19.8 0.0
of which: from plan settlements 0.0 0.0 -0.4 0.0
Effects from exchange rate changes 9.1 0.0 -22.9 0.0
Contributions to pension plan 18.0 0.0 20.8 0.0
of which: employer contributions 3.7 0.0 3.7 0.0
of which: plan participant contributions 14.3 0.0 17.1 0.0
Benefits paid -35.3 -13.9 -40.4 -10.9
of which: benefits paid in the context of plan settlements -1.7 0.0 -0.9 0.0

Effects from business combinations and disposals -0.9 389

Present value of defined-benefit obligation
1,003.4 238.8 998.1 243.5
as at 31 December

The impacts from business combinations in the financial year relate essentially to the acquisition of
the Travel LAB SAS, St. Ouen, France (see note 4 "Acquisitions").

Change in Fair Value of Plan Assets in the Financial Year

2018 2017
Fair value of plan assets as at 1 January 375.2 386.9

Interest income 4.4
Effects from remeasurements 4.8 10.9
Effects from exchange rate changes 7.5 -18.7
Contributions to pension plan 22.2 18.6
of which: employer contributions 19.3 15.5
of which: plan participant contributions 2.9 3.1
Benefits paid -19.6 -25.9
of which: benefits paid from plan assets -18.5 -25.2
of which: benefits paid in the context of plan settlements -1.1 -0.7
Effects from business combinations and disposals 0.4 0.0
Effects from asset transfers -1.0

Fair value of plan assets as at 31 December 395.1 375.2

Plan assets consist primarily in connection with pension obligations in Germany, Switzerland and the
United Kingdom.
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Composition of Plan Assets of the Consolidated Companies

Cash and cash equivalents 8.8 9.5
of which: quoted market price on an active market 8.8 9.5
Equity instruments 44.1 48.1
of which: quoted market price on an active market 44.1 48.1
Debt instruments 38.6 42.0
of which: quoted market price on an active market 37.6 40.2
Real Estate 47.4 41.5
of which: quoted market price on an active market 11.6 10.9
of which: owner-occupied 1.8 1.4
Securities funds 67.1 54.2
of which: quoted market price on an active market 67.1 54.2
Reinsurance policies 172.8 165.8
Other 16.3 14.1
of which: quoted market price on an active market 11.9

Fair value of plan assets as at 31 December 395.1 375.2

Change in Reimbursement Rights from the Trust Assets of the Consolidated Companies Used to Secure the
Pension Obligations in the Course of the Financial Year

Fair value of reimbursement rights as at 1 January 0.0
Contributions to pension plan —0.2 0.0
of which: employer contributions -0.2 0.0
Effects from asset transfers 0.0 0.6

of which: effects of assumptions of assets

Fair value of reimbursement rights as at 31 December m m

The assets reported under Reimbursement rights against trust associations are term deposits and
bank balances. The reimbursement rights are reported under other financial assets (see note 28
"Other Financial Assets").

d) Effects of Defined Benefit Plans Recognised Directly in Equity and Effects Recognised in
the Income Statement

Effects from the Remeasurement of the Net Obligation from Defined Benefit Obligations and
Reimbursement Rights against Trust Associations on Retained Earnings.

2018 2017
Pensions Similar obligations Pensions Similar obligations
2.6

Remeasurement of present value of defined-benefit obligations 21.6 3.5 -15.6

Remeasurement of plan assets 10.9

Composition of Expenses from Defined Benefit Plans

2018 2017
Pensions Similar obligations Pensions Similar obligations

Current service cost 21.3 11.1 19.1 10.9

Past service cost and effects from plan settlements -0.6 0.0 19.8 0.0

Net interest cost
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The past service cost and the effects from plan settlements are recognised under personnel
expenses, while the net interest cost is reported under the financial result.

e) Effects of Significant Actuarial Assumptions on the Present Value of the Defined
Benefit Obligation

The tables below show the effects of an isolated change to the significant actuarial parameters on
the present value of the defined benefit obligations for pensions and similar obligations. In each of
these scenarios, a change of 0.5 percentage points is assumed in the discount rate, in expected
future wage and salary increases and in expected future pension increases. In addition, a change in
the life expectancy of all beneficiaries, regardless of age, is simulated by shifting the review date by
one year.

Effects of Significant Actuarial Assumptions on Pensions

2018
Increase Decrease
: I

2017

Increase Decrease

Increase/decrease ount rate by 0.5 percentage p

Present value of defined-benefit obligation as at 31 December 938.2 1,077.5 826.4 948.5
I
percentage points

Present value of defined-benefit obligation as at 31 December 1,006.4 999.6 885.8 880.7
I

Present value of defined-benefit obligation as at 31 December 1,045.5 973.6 922.7 860.7
I

Present value of defined-benefit obligation as at 31 December 1,031.1 974.8 909.7 857.7

Effects of Significant Actuarial Assumptions on Similar Obligations

2018
Increase Decrease Increase Decrease

Present value of defined-benefit obligation as at 31 December 230.3 248.7 234.0 253.8
Increase/decrease in rate of expected future salary increases by 0.5 _ _
percentage points

Present value of defined-benefit obligation as at 31 December 248.7 230.2 253.3 234.3

I

Present value of defined-benefit obligation as at 31 December 238.8 238.8 243.5 243.5

I
Present value of defined-benefit obligation as at 31 December 238.8 238.8 243.5 243.5

In the same way as for the calculation of the present value of the defined benefit obligation in the
balance sheet, the projected unit credit method is also used to determine the changes in the defined
benefit obligation in relation to the above measurement parameters.

The expected payments under the defined benefit plans for the following financial year are 47.6
million euros (previous year: 41.9 million euros) for pensions and 17.9 million euros (previous year:
17.0 million euros) for similar obligations.
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Disclosures of Other Employee Benefits

The consolidated companies have committed themselves to paying service anniversary bonuses on
the basis of a works agreement. The liability of 167.3 million euros (previous year: 153.0 million
euros) corresponds to the full amount of the obligation; it was determined in Germany in accordance
with financial engineering principles, assuming a discount rate appropriate to the maturity of 1.0 per
cent (previous year: 0.8 per cent), based on the 2018 G mortality tables of Prof. Klaus Heubeck. The
increase in service anniversary bonuses is due primarily to the increase in the amounts granted as a
result of including the financial year just concluded and an increase in the employee headcount.

Liabilities from employee benefits include 68.3 million euros (previous year: 61.8 million euros) in
liabilities to statutory social insurance funds. In addition, this item primarily comprises liabilities from
wages and salaries still to be settled as well as liabilities from merchandise vouchers to employees.

The provisions for partial retirement obligations amounting to 25.0 million euros (previous year:
21.2 million euros) are based on actuarial reports of Hamburger Pensionsverwaltung e.G., Hamburg.
They were measured on the basis of the 2018 G mortality tables of Prof. Klaus Heubeck, assuming a
discount rate appropriate to the maturity of 0.0 per cent (previous year: 0.0 per cent). Despite the
general expiry of the partial retirement models, the amount reported for provisions increased. This
was due to the fact that further new partial retirement agreements were signed in individual cases.

Other employee benefits include, as in the previous year, provisions for redundancy plan costs and
continued remuneration in the context of restructuring.

34.OTHER PROVISIONS

Development of Other Provisions

> Reclassifications
Changes in o
as liabilities

Asat1Jan. Reclassifica scope of Interest Currency As at 31

| ... Utilisations Reversals Additions ) from disposal
2018 tions consolidatio cost differences Dec. 2018

groups and

n S
reclassifications

Expected losses from

687.7 -3.4 0.3 0.0 -225.1 45.2 0.0 -0.7 0.0 504.0
onerous contracts
Expected losses from lease
o 174.9 3.4 0.0 -35.0 -30.9 58.8 0.2 0.0 0.0 171.4
obligations
Compensation to
136.3 0.0 0.0 -130.5 -4.6 129.7 0.0 0.0 0.0 130.9
customers
Restoration costs 43.9 0.0 0.0 -0.7 -2.4 1.8 0.0 0.0 0.0 42.6
Court, litigation, legal
consulting costs 33.0 13 0.0 -4.3 -6.5 11.6 0.0 -0.1 2.0 37.0
Other taxes 25.0 0.2 0.0 -10.0 -6.0 21.6 0.0 -2.2 0.0 28.6
Other expected losses 22.4 0.0 0.0 -6.9 -2.8 8.8 0.0 -0.1 0.0 21.4
Expected losses from
X X 10.1 0.0 0.0 0.0 -6.0 11.2 0.0 0.0 0.0 15.3
equity accounting
Provisions for guarantees
. 7.4 0.0 0.0 -5.1 -0.4 55 0.0 0.0 0.0 7.4
and courtesy services
Rental risks 6.1 0.0 0.0 -2.0 -1.0 3.8 0.0 0.0 0.0 6.9
Interest on taxes 6.3 0.0 0.0 -0.4 -3.0 13 0.0 0.0 0.0 4.2
Miscellaneous other
245.1 -1.0 0.6 -82.2 -32.1 78.1 0.0 -0.1 0.0 208.4

provisions
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A provision for location-specific onerous contracts was recognised in the amount of the current
contractual obligation. In this context, contracts are classified as onerous contracts if the unavoidable
costs of meeting the obligations under the contract exceed the expected economic benefits,
provided this relates to established stores, i.e. stores that have been in operation for four years and
that do not fall under the definition of an expansion, new or developing store or a store slated for
closure. In 2018, provisions for onerous contracts in Germany were discounted at an interest rate of
0.0 per cent (previous year: 0.0 per cent). Country-specific interest rates were used abroad. If the
interest rate had remained unchanged compared with the previous year, provisions would have been
1.5 million euros higher (previous year: 0.2 million euros lower) (interest rate sensitivity). The
reduction in provisions related mainly to the Retail Germany business segment. Despite the difficult
market environment, it was possible to reduce the risk provisions.

Provisions for expected losses from lease obligations relate to lease deficits that arise because leased
properties could not be subleased or could only be subleased at rates that do not cover costs.

Provisions for compensation to customers include compensation agreements not yet settled as at
the balance sheet date.

31 Dec. 2018

Between1  After more

Up to 1 year Total
and 5years than5 years

Expected losses from onerous contracts 92.5 2534 158.1 504.0 118.9 326.2 242.6
Expected losses from lease obligations 30.7 66.7 74.0 171.4 37.9 73.0 64.0
Compensation to customers 130.9 0.0 0.0 130.9 136.3 0.0 0.0
Restoration costs 4.8 11.2 26.6 42.6 4.7 10.7 28.5
Court, litigation, legal consulting costs 26.1 10.9 0.0 37.0 23.6 9.4 0.0
Other taxes 28.6 0.0 0.0 28.6 25.0 0.0 0.0
Other expected losses 21.0 0.4 0.0 214 22.2 0.2 0.0
Expected losses from equity accounting 149 0.4 0.0 15.3 10.1 0.0 0.0
Provisions for guarantees and courtesy

services 6.0 1.4 0.0 7.4 6.3 11 0.0
Rental risks 6.9 0.0 0.0 6.9 6.1 0.0 0.0
Interest on taxes 3.9 0.3 0.0 4.2 6.3 0.0 0.0
Miscellaneous other provisions 183.7 11.4 133 208.4 221.8 13.5 9.8
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35. OTHER FINANCIAL LIABILITIES

Breakdown of Other Financial Liabilities

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total

Liabilities to banks 438.6 1,004.3 1,442.9 945.7 175.1 1,120.8
Liabilities from finance leases 65.0 789.4 854.4 63.0 836.7 899.7
Liabilities from other loans 69.8 293.9 363.7 73.7 175.9 249.6
Liabilities to associates from intercompany

transactions 11.4 0.0 11.4 11.8 0.0 11.8
Loans from associates 8.5 0.0 8.5 0.3 0.0 0.3
Loans from affiliated companies 5.2 0.0 5.2 5.7 0.0 5.7
Interest rate swaps 5.0 0.0 5.0 0.8 0.0 0.8
Accrued interest on derivatives 0.5 0.0 0.5 0.0 0.0 0.0
Other liabilities from financial transactions 25.7 2.2 27.9 16.5 0.3 16.8

Financial liabilities 629.7 2,089.8 2,719.5 1,117.5 1,188.0 2,305.5

Accounts receivable with a credit balance 51.8 0.0 51.8 35.4 0.0 35.4

Non-controlling interest in the net assets of
companies 0.0 14.7 14.7 0.0 21.0 21.0

Liabilities from derivative financial
instruments 13.8 0.0 13.8 35.7 0.0 35.7

@53 21085 2es]  dams  sas0 2396

Of the reported liabilities to banks, 170.0 million euros (previous year: 281.6 million euros) are
secured by land charges.

Interest Rate Structure of Fixed-interest Liabilities to Banks

Weighted
interest rate Volume
Interest rate
Interest terms Currency lockei asa % of as at balance
ock-in
original sheet date
borrowing
Up to 1 year 4.37 13
Liabilities to banks i . .
. Fixed-interest million € 1to 5years 2.59 111.9
(excluding current account)
More than 5
0.86 56.6
years

C S S S R

The interest rate lock-in of short and medium-term financial liabilities to banks and the interest rate
adjustment dates of all fixed-interest financial liabilities to banks correspond to the interest lock-in
periods shown. Interest rate adjustment dates for variable interest rates occur within one year.

Under an agreement dated 3 December 2018, RIF agreed a syndicated loan with a volume 2,000.0
million euros, which matures in December 2023 and can be renewed twice in each case by one year.
This loan agreement replaces the existing syndicated loan of 1,500.0 million euros. As at 31
December 2018, the syndicated loan had not been drawn down (previous year: drawdown of

650.0 million euros).

As at the balance sheet date there were three bilateral credit lines totalling 275.0 million euros
(previous year: four bilateral credit lines totalling 350.0 million euros) with different maturities.
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204.0 million euros of the lines of credit were drawn down by the balance sheet date (previous year:
62.6 million euros).

Liabilities to banks essentially comprise non-current loans to finance real estate and short-term lines
of credit. The increase is attributable primarily to the raising of a promissory note loan amounting to
1,000.0 million euros, of which 881.5 million euros was reported under non-current liabilities to
banks. The individual tranches mature between 28 February 2021 and 28 February 2028. The
repayment of the syndicated loan (650.0 million euros) utilised on 31 December 2017 had an
offsetting effect. The promissory note loan is used for general corporate financing purposes.

Please see note 24 "Leases" for notes on the development of liabilities from finance leases.

Non-current liabilities from other loans include a promissory note loan totalling 175.0 million euros
(previous year: 175.0 million euros), which the groups can use for investments via RIF, and a portion
of the promissory note loan raised in 2018 (118.5 million euros). Other short-term loans related
primarily to the demand and term deposits set aside for the short term by related parties. This
decrease occurred in relation to the balance sheet date.

Other liabilities from financial transactions primarily consisted of liabilities from current settlement
accounts with related parties and affiliates. The liabilities from derivative financial instruments
essentially concern currency derivatives. Further explanations of changes in derivative financial
instruments can be found in note 41 "Further Disclosures on Financial Instruments".

Non-controlling interests in the net assets of companies relate to shares in consolidated companies
that guarantee the holder the right to return them to the issuer for cash or cash equivalents or other
financial assets. They include shares in partnerships and the co-operative shares in RZF. As at the
balance sheet date, the total of 432,000 co-operative shares were held by 16 members (previous
year: 14). The par value of each co-operative share was decreased from 800.00 euros to 1.00 euro. As
in the previous year, the total uncalled liability of all members totalled 0.4 million euros as at 31
December 2018.

All financial liabilities, with the exception of liabilities from derivative financial instruments and
liabilities from finance leases (see note 24 "Leases") are recognised at the amount repayable.

36. TRADE PAYABLES

Breakdown of Trade Payables

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total
Trade payables to third parties 6,839.7 9.1 6,848.8 6,152.0 6.9 6,158.9
Trade payables to associates 12 0.0 1.2 0.2 0.0 0.2
Trade payables to joint ventures 0.6 0.0 0.6 0.1 0.0 0.1

Trade payables to affiliated companies

The increase in trade payables to third parties was attributable to increase in ordinary activities,
changes relating to the reporting date and the first-time consolidation of UAB Palink (see note 4
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"Acquisitions"). The recognition of deferred liabilities for construction measures and projects also
contributed to this development.

37.OTHER LIABILITIES

Breakdown of Other Liabilities

Remaining term 31 Dec. 2018 Remaining term 31 Dec. 2017
More than 1 More than 1
Up to 1 year year Total Up to 1 year year Total

Prepayments received on account of orders 559.6 0.0 559.6 508.9 0.0 508.9
Liabilities from advance travel services 192.6 0.0 192.6 201.6 0.0 201.6
Liabilities from other taxes 155.4 0.0 155.4 157.8 0.2 158.0
Provisions with the nature of a liability 135.9 0.0 135.9 126.2 0.0 126.2
Onerous contracts 14.7 115.9 130.6 10.3 109.1 119.4
Liabilities from customer loyalty programmes 106.8 0.0 106.8 87.2 0.0 87.2
Liabilities from merchandise/gift vouchers 95.2 0.0 95.2 89.2 0.0 89.2
Occupancy costs 69.5 0.0 69.5 63.0 0.0 63.0
Deferred income 25.7 24.5 50.2 24.0 14.4 38.4
Mutual indemnity society 42.5 0.0 42.5 40.8 0.0 40.8
Liabilities from prepayments and security

deposits 10.6 0.0 10.6 9.7 0.0 9.7
Reimbursement liabilities 2.5 0.0 2.5 0.0 0.0 0.0
Miscellaneous 163.0 1.2 164.2 171.9 3.5 175.4

15740 6 7sof 0 as0s w2 678

Prepayments received on account of orders are primarily recorded in the Travel and Tourism
business segment. They comprise deferred performance by tour operators for travel to be completed
after the balance sheet date. The increase was primarily attributable to the change in payment
terms, which resulted in the prepayments being collected earlier from end customers. The first-time
inclusion of Travel LAB SAS, Saint-Ouen, France, and Journey Latin America Limited, London, United
Kingdom (see note 4 "Acquisitions"), also contributed significantly to this development.

Liabilities from advance travel services relate primarily to outstanding invoices for third-party
services that the tour operators use for their own travel products and that had not been billed by the
service providers as at the balance sheet date.

Liabilities from other taxes relate primarily to value-added tax as well as payroll and church tax.

The various provisions with the nature of a liability were recognised for, among other things, agent
commissions, lease obligations, administrative expenses and deferred income for power and gas
invoices.

Liabilities from contracts are recognised for contracts assumed in the context of a business
combination, if their contractual conditions were less favourable than the market conditions at the
time of acquisition. Liabilities for onerous contracts are paid down on a straight-line basis over the
remaining term of the underlying contract. The increase in this item was due to the first-time
inclusion of UAB Palink (see note 4 "Acquisitions").

Liabilities from customer loyalty programmes increased primarily as a result of the introduction of
the "PAYBACK" customer loyalty programme at PENNY.
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Deferred income liabilities contain, among others, building cost subsidies and deferred service fees.

38.CASH FLOW STATEMENT

The cash flow statement shows changes in cash and cash equivalents less overdraft facilities during
the financial year. A distinction is drawn between changes resulting from operating activities,
investing activities and financing activities. The discontinued operations' cash flows from operating
activities, investing activities and financing activities are reported separately from those of continuing
operations in accordance with IFRS 5. Currently, there are no discontinued operations.

The disclosures below relate to the cash flows of continuing operations.

Cash Flow from Operating Activities

During the period under review, the cash provided by operating activities increased from
1,300.2 million euros to 1,486.1 million euros. The 185.9-million-euro increase resulted primarily
from the significant year-on-year improvement in the operating result.

A decrease in utilisations of provisions and the increase in trade payables also led to higher operating
cash flows.

Other non-cash transactions amounting to 16.2 million euros (previous year: -11.4 million euros) in
the financial year related to, among other things, allowances on receivables and inventories as well
as the recognition directly within equity of 29.9 million euros (previous year: -2.1 million euros) for
the remeasurement of pensions and similar obligations.

During the financial year, borrowing costs in the amount of 0.3 million euros (previous year:
0.1 million euros) were recognised.

Cash Flow from Investing Activities

The cash used in investing activities amounted to -1,786.3 million euros in the financial year,
compared with -1,903.5 million euros in the previous year. The decrease in cash used in investing
activities was due primarily to the 51.1-million-euro decline in net payments for the acquisition of
consolidated companies and other business units and the 62.6-million-euro decrease in investments
in intangible assets, property, plant and equipment, and investment properties.

The proceeds from disposals of financial assets and companies accounted for using the equity
method included an amount of 153.8 million euros (previous year: 157.4 million euros) that arose
from the repayment of loans. Of this figure, 120.4 million euros (previous year: 142.0 million euros)
related to loans to associates.

Furthermore, loans granted to joint ventures led to outflows for purchases of financial assets
amounting to 32.4 million euros (previous year: 160.8 million euros) and repayments made in the
course of the year to proceeds from disposals of financial assets amounting to 14.3 million euros
(previous year: 171.2 million euros).
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Investments in non-current assets amounted to 1,793.7 million euros, (previous year: 1,856.3 million
euros). They related mainly to expansion investments in the store network and replacement and
expansion investments at stores, warehouse locations and manufacturing companies.

Under purchases of financial assets, an amount of 171.1 million euros (previous year: 174.6 million
euros) related to loans granted. Of this figure, an amount of 126.5 million euros (previous year: 152.3
million euros) was granted to associates.

Furthermore, outflows of 30.7 million euros for the purchase of further shares (first tranche) in UAB
Palink were recognised under purchases of financial assets and companies accounted for using the
equity method.

Of the excess proceeds from business combinations and the acquisition of shares in consolidated
companies amounting to 20.8 million euros (previous year: 0.8 million euros), 16.2 million euros was
attributable to the acquisition of additional shares (second tranche) in UAB Palink and 4.6 million
euros to repayments in connection with the acquisition of store locations from the Kaiser's
Tengelmann Group in the previous year.

Of the payments for business combinations and the acquisition of shares in consolidated companies
amounting to 25.7 million euros (previous year: 56.8 million euros), 15.5 million euros was
attributable to the acquisition of the shares in Travel LAB SAS, Bloom Investissements SAS and Key
2014 SAS, each with its registered office in Saint-Ouen, France, 7.2 million euros to the acquisition of
12 stores in Russia, 1.8 million euros to the acquisition of two stores in Italy and 1.2 million to the
acquisition of shares in Reisebliro Rade GmbH, Offenburg, and Journey Latin America Limited,
London, United Kingdom. See also note 4 "Acquisitions".

Cash Flow from Financing Activities

The cash flow from financing activities was 284.5 million euros. Changes since the previous year
amounting to 335.2 million euros resulted primarily from the fact that a promissory note loan
amounting to 1,000.0 million euros was raised in the financial year while the syndicated line of credit
was repaid in the amount of 650.0 million euros.

Furthermore, the utilisation of lines of credit resulted in cash inflows totalling 181.4 million euros.

In addition to the utilisation of lines of credit, cash proceeds of 11.0 million euros (previous year:
14.5 million euros) and cash repayments of 2.1 million euros (previous year: 34.7 million euros) in
relation to borrowings from affiliated companies and associates also contributed to the cash inflows
from financing activities.

Furthermore, loans from banks amounting to 16.5 million euros (previous year: 88.2 million euros)
were raised during the financial year and 117.9 million euros (previous year: 91.1 million euros) of
other loans were repaid.

In addition, the raising and repayment of loans to related parties led to cash proceeds of 567.7
million euros (previous year: 50.0 million euros) and cash payments of 556.9 million euros (previous
year: 14.2 million euros).

The 33.4-million-increase in paid dividends resulted primarily from the increase in RZAG's dividends.
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The payments from the change in non-controlling interests amounting to 45.5 million euros (previous
year: 6.0 million euros) include cash outflows for the acquisition of further shares (third tranche) in
UAB Palink. For information on acquisition of the three tranches, please also see note 4
"Acquisitions".

For details on cash repayments of finance lease liabilities amounting to 66.9 million euros (previous
year: 46.9 million euros), see note 24 "Leases".

The change in cash funds amounting to 0.4 million euros related to changes in the scope of
consolidation were attributable to fully consolidating Xtravel AB, Stockholm, Sweden, for the first

time.

Liabilities from Financing Activities

Liabilities from financing activities related in particular to loans and demand and time deposits from
banks, promissory note loans and finance lease liabilities. In addition, there are also loans from
affiliated companies, associates and related parties.

Reconciliation of Liabilities from Financing Activities

Other financial liabilities as at 1 Jan. 2,397.6

Non-interest bearing financial liabilities -92.1 -69.1
Financial liabilities as at 1 Jan. m 1,268.6
Liabilities from operating intercompany transactions -19.0 X

Bank overdrafts -1.8

Other liabilities from operating activities -10.2

Liabilities from financing activities as at 1 Jan.

Net change in cash funds 368.2
of which cash proceeds from borrowings 1,595.8
of which cash repayments of borrowings -1,160.7
of which cash payments of finance lease liabilities

Net change in non-cash funds
of which additions from finance leases
of which due to changes in the scope of consolidation
of which due to currency translation
of which due to reclassifications

of which due to other changes

-16.6

-42.0

-6.1

| sl

634.1

825.6

-144.6

-66.9 -46.9
31.0 436.5
21.7 280.6
0.0 151.1
-1.3 4.8
0.0 -0.2
10.6 0.2
Liabilities from financing activities as at 31 Dec. m
19.0

1.8

10.2

[z

Liabilities from operating intercompany transactions 30.9
Bank overdrafts 4.4
Other liabilities from operating activities 10.5
Non-interest bearing financial liabilities 80.3 92.1

Other financial liabilities as at 31 Dec. 2,799.8 m

Other non-cash changes in liabilities from financing activities amounting to 10.6 million euros were
due primarily to accrued interest on loans from banks.
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Other Disclosures

39. CAPITAL MANAGEMENT DISCLOSURES

The purpose of financial management in the groups is to ensure a maximum degree of financial
flexibility as well as sufficient scope for action regarding the operational, financial and strategic
business development of the groups at all times. REWE Group is committed to maintaining a strong
financial profile and a solid credit rating. In maintaining the financial profile, REWE Group focuses on
internationally accepted, rating-relevant financial ratios. All strategic business decisions are reviewed
with regard to their impact on these key figures.

A financial policy has been defined for REWE Group that specifies its most important key figure as
follows:

« Net financial debt + Net annual rent expense x 5
Leverage factor =

EBITDA + Net annual rent expense

* The leverage factor is not a component of IFRS accounting standards and may be defined and calculated differently by different companies.

The leverage factor is the ratio of net debt to rent-adjusted EBITDA (EBITDAR) of REWE Group. The
definition of this key figure takes into account the liabilities recognised on the balance sheet and net
rental obligations, multiplied by five. This factor implies the present value of net rental obligations. A
maximum leverage factor of three has been specified for REWE Group. Should extraordinary market
conditions force management to exceed this debt limit, measures must be developed to return the
key ratio to the target level. As at 31 December 2018, this key figure stood at 2.5 (previous year: 2.6).
The basis for calculating the debt factor changed with the introduction of IFRS 16 on January 1, 2019.
The financing structure, liquidity and financial risk positions are managed centrally at REWE Group.

Based on capital market principles, long-range capital management is also guided by the decision
with respect to variable and fixed-rate borrowing.

Short-term liquidity management for REWE Group is conducted on a monthly basis for the
subsequent year and is updated continuously. The medium-term liquidity requirement is calculated
for each calendar year based on the medium-term plan and thus serves as the basis for the financing
strategy.

REWE Group has assigned a central treasury committee to manage financial risks (e.g. foreign
exchange risks, interest rate risks and credit risks). Treasury committees also exist at the level of the
business segments. These bodies serve to further the mutual exchange of information, shaping
opinions and encouraging close consultation among the different corporate units on issues and
strategies of overall importance.

Moreover, the expertise concentrated in REWE Group is used to advise and support domestic and
international REWE Group companies in all relevant financial matters. Relevant issues range from
fundamental considerations concerning the financing of acquisition and investment projects to on-
site support for local financial officers of individual group companies in discussions with banks and
financial services providers.
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40. FINANCIAL RISK MANAGEMENT

The groups are exposed to various financial risks through their operating activities, particularly
foreign exchange risk, liquidity risk, interest rate risk, commodity price risk and credit risk.

The foreign exchange, liquidity and interest rate risk to which the groups are exposed is
systematically managed in accordance with financial guidelines. Financial risks are identified,
assessed and hedged in close co-operation with the operating units. A central treasury committee
discusses and decides on risk policy and strategy.

The operational framework, lines of responsibility, financial reporting and control mechanisms for
financial instruments are defined in detail in the respective guidelines. These guidelines call in
particular for a clear functional separation between trading and settlement activities.

Comprehensive management of financial risks focuses on the unpredictability of developments on
the financial markets and aims to minimise the potential for negative impact on the financial position
of the groups. Mitigating risk generally takes precedence over considerations of profitability.

Forward contracts, swaps and options are used to hedge interest rate risks, foreign exchange risks,
and commodities price risks. These are recognised under other financial assets or other financial
liabilities.

Fair Values of the Derivative Financial Instruments

Fair value Fair value
- Assets - - Liabilities -
31 Dec. 2018 31 Dec. 2017 31 Dec. 2018 31 Dec. 2017
Interest rate swaps 0.0 0.0 5.0 0.8
Accrued interest on derivatives 0.0 0.0 0.5 0.0
Currency derivatives 32.8 24.0 12.0 34.9
of which: within cash flow hedges 28.0 7.6 7.9 18.1
of which: within fair value hedges 0.0 1.1 0.0 2.5
of which: outside a hedging relationship 4.8 15.3 4.1 143
Commodity derivatives 0.0 1.2 1.8 0.8

e ) B

Foreign Exchange Risk

The groups have international operations and are therefore exposed to potential foreign exchange
risks.

Foreign exchange risks (i.e. potential impairment losses on financial instruments due to exchange
rate changes) exist in particular where assets and liabilities are denominated or will routinely arise in
a currency other than the groups' functional currency. In accordance with the financial guidelines,
receivables and liabilities denominated in foreign currency must be hedged in full using derivatives.
The group companies' counterparties in transactions involving derivative financial instruments are
top-rated banks.

Foreign exchange risks may be hedged using only marketable derivative financial instruments whose
correct financial engineering and accounting treatment must be assured in the groups' treasury
systems.
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In the Travel and Tourism business segment and at RZAG, future payments from foreign currency
transactions are hedged through the conclusion of corresponding derivatives and reported as cash
flow hedges. In both cases, these are hedging procedures (hedging of highly probable forecast
transactions).

In the context of managing foreign exchange risks associated with the tourism business, liabilities
denominated in foreign currency (hedged items) resulting from hotel procurement are hedged by
using exchange rate hedges to mitigate the risk of fluctuations in exchange rates. These foreign
exchange transaction risks arise when the calculation rates for the various seasonal classifications are
set. The hedged transactions on these dates are planned foreign exchange liabilities that are realised
only as the corresponding account entries are subsequently made. As part of currency hedging, the
hedged transactions are offset against forward exchange contracts, currency swaps and currency
options. If the requirements for applying hedge accounting in accordance with IFRS 9 are met, the
hedging relationship is recognised as a cash flow hedge. 100% of the notional volume is designated
upon conclusion of forward exchange contracts and currency swaps. If the companies assume that
there is no longer a high probability that the hedged transaction will occur (for example, if payments
are postponed to another season), the hedge is de-designated and hedge accounting is discontinued.
The current currency options in this context are recognised as stand-alone derivatives.

RZAG also concludes forward exchange contracts and currency swaps. These are used to hedge
against exchange rate fluctuations arising from merchandise management contracts. As at the date
of the hedge, the hedged items are planned purchases in foreign currencies, which materialise over
time from master contracts to individual orders. If the requirements for applying hedge accounting in
accordance with IFRS 9 are met, the hedging relationship is recognised as a cash flow hedge.
However, this only applies to forward exchange contracts that have been concluded. 90% of the
notional volume is designated upon conclusion and designation of the derivatives. 10% of the
notional volume of the derivatives is not designated in the hedging relationship and is recognised as
a stand-alone derivative. If RZAG does not assume that the expected hedged transaction will occur
(for example, if the delivery is postponed to the subsequent month or if there is no delivery), the
corresponding derivative hedging instruments are de-designated and hedge accounting is
discontinued. Currency swaps are recognised as stand-alone derivatives.

Moreover, short-term forward exchange contracts and currency swaps are entered into to hedge the
foreign exchange risk arising from foreign-currency receivables and liabilities already recognised.
These are recognised as stand-alone derivatives at fair value through profit or loss.
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Notional Amounts of the Currency Derivatives in a Cash flow hedge for Each Currency

31 Dec. 2018 31 Dec. 2017

I1SO code Country Currency

Notional amount

Notional amount
in million units

in million units

AED United Arab Emirates Dirham

AUD Australia Dollar 0.0
CAD Canada Dollar 0.0
CHF Switzerland Franc 95.8
CNY China Yuan 0.0
DKK Denmark Krone 195.0
EUR EU-States Euro 0.0
GBP United Kingdom Pound Sterling 43.0
HKD Hong Kong Dollar 0.0
INR India Rupee 0.0
JPY Japan Yen 0.0
MAD Morocco Dirham 0.0
NOK Norway Krone 760.0
NZD New Zealand Dollar 0.0
SEK Sweden Krona 1,519.6
SGD Singapore Dollar 0.0
THB Thailand Baht 0.0
TND Tunisia Dinar 0.0
usb USA Dollar 0.0
ZAR South Africa Rand 0.0

As at the reporting date, the currency derivatives used mature in a total of up to 16 months.
Weighted by the respective hedged notional volume, the following exchange rates resulted for the
major currencies.

Average exchange rate of the currency derivatives in a Cash flow hedge

I1SO code Country Currency 31 Dec. 2018 31 Dec. 2017

Weighted average

Weighted average

rate per € rate per €
AED United Arab Emirates Dirham -
AUD Australia Dollar -
CAD Canada Dollar -
CHF Switzerland Franc 1.069
CNY China Yuan -
DKK Denmark Krone 0.734
EUR EU-States Euro -
GBP United Kingdom Pound Sterling 0.824
HKD Hong Kong Dollar -
INR India Rupee -
JPY Japan Yen -
MAD Morocco Dirham -
NOK Norway Krone 0.947
NzD New Zealand Dollar -
SEK Sweden Krona 9.784
SGD Singapore Dollar -
THB Thailand Baht -
TND Tunisia Dinar -
usb USA Dollar -
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Gains and losses from the measurement of stand-alone derivatives in the context of managing risks
associated with the tourism business and for hedging merchandise management contracts are
recognised under other operating income and other operating expenses. The currency translation
effects from the hedged items are also reported in the operating result. The fact that measurement
effects may arise from stand-alone derivatives before the corresponding hedged items (such as
advance travel services or inventories) are recognised may cause shifts in the operating result.
However, since the volume of stand-alone derivatives is low, the associated effects on earnings are
immaterial.

Gains and losses from the measurement of stand-alone derivatives also include effects from
terminating previously existing hedges. De-designation expenses of 0.1 million euros and de-
designation income of 0.3 million euros was recognised during the financial year.

The carrying amounts of the hedging instruments are shown in the table under note 40 "Financial
Risk Management". The change in value used to determine ineffectiveness amounts to 29.7 million
euros for hedging instruments and -29.4 million euros for hedged items. The amount of the hedged
risk (existing hedging relationships) recognised in other comprehensive income amounts to 2.2
million euros.

Ineffective portions from changes in the value of the designated components of hedges can result
from credit valuation adjustments relating to the own default risk or the risk of the counterparty
(debit valuation adjustments and credit valuation adjustments). Furthermore, these can arise from
gains or losses upon initial recognition resulting from exchange rate fluctuations between the trading
date and the conclusion of the transaction with the bank (day one gains or losses). The effects of
these ineffective portions are also recognised in other operating expenses or other operating
income.

Effects of ineffective portions on the income statement

Gains on ineffective portions %

of which: other effects

Losses on ineffective portions

of which: other effects

_a

The conclusion of currency derivatives meant that fluctuations in exchange rates did not have any
significant impact on the result.

For an explanation of the effects of cash flow hedges on the equity attributable to the shareholders
of the parent companies, please refer to the changes in the reserve for cash flow hedges presented
in the statement of changes in equity. In addition, the statement of comprehensive income presents
for all shareholders the amounts recognised in the income statement and those taken directly to
equity and thus the impact of cash flow hedges on other comprehensive income and on net income
for the year.

The amounts recognized directly in equity in the statement of comprehensive income include the
derecognition of reserves against the initial cost of inventories (basis adjustments) in an amount of -
2.0 million euros. Of this amount, -1.0 million euros was temporarily recognised in profit or loss.
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Due to the conclusion of hedges, fluctuations in exchange rates did not have any significant impact
on the result.

The result from currency transactions would have been approximately 18.9 million euros (previous
year: 11.0 million euros) lower if the euro had been ten percentage points stronger against the key
foreign currencies on the balance sheet date. If the euro had been ten percentage points weaker
against the key foreign currencies, the result from currency transactions would have been
approximately 18.9 million euros (previous year: 11.0 million euros) higher. Of this figure, 1.0 million
euros (previous year: 0.4 million euros) is attributable to changes in the euro exchange rate against
the dollar. Interest rate effects have not been taken into account.

The equity from currency transactions would be approximately 17.2 million euros lower (previous
year: 22.1 million euros) if the euro had been ten percentage points stronger against the key foreign
currencies on the balance sheet date. If the euro had been ten percentage points weaker against the
key foreign currencies, equity from currency transactions would have been approximately

17.2 million euros higher (previous year: 22.1 million euros). Of this figure, 32.6 million euros
(previous year: 39.0 million euros) is attributable to changes in the euro exchange rate against the
dollar. Interest rate effects have not been taken into account.

Liquidity Risk
The aim of liquidity management is to ensure that, through RIF the consolidated companies always

have access to sufficient liquidity on the basis of adequate undrawn lines of credit so that no liquidity
risk exists should unexpected events have a negative financial impact on liquidity.

Loans, fixed-term deposits and overnight money are used as financial instruments.

Through RIF, the group companies have access to a syndicated loan of 2,000.0 million euros with a
term ending on 3 December 2023 and which can be renewed twice, in each case by one year. The
interest rate is based on EURIBOR. As at 31 December 2018, the line of credit had not been drawn
down. The syndicated loan of 1,500.0 million euros, which was available in the previous year and had
a term ending in September 2020, was terminated early in the financial year. The amount drawn
down in the previous year was 650.0 million euros.

In addition, RIF was used to finance a promissory note loan amounting to 1,000.0 million euros. The
promissory note loan has different maturities ranging between 2021 and 2028.

In addition, there are other bilateral lines of credit between individual companies and banks.

Internal cash pooling is aimed at reducing the amount of debt financing and at optimising cash and
capital investments. Cash pooling allows the use of the excess liquidity of individual companies to
internally finance the cash requirements of other consolidated companies. The financial control
system ensures the optimal use of the group companies' financial resources.

The groups did not significantly offset financial assets and financial liabilities with non-group
companies. There are global netting agreements in connection with the central settlement business.
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The following tables provide information on the contractually agreed, undiscounted interest and

principal payments for financial liabilities. Where there is a right to terminate a loan agreement, a

cash outflow on the earliest possible termination date has been assumed.

Liquidity Analysis of Financial Liabilities

in million €

Primary financial
instruments

Other non-current
financial liabilities

Non-current trade
payables

Other current
financial liabilities

Current trade
payables

in million €

Primary financial
instruments

Other non-current
financial liabilities

Non-current trade
payables

Other current
financial liabilities

Current trade
payables

Loan commitments

31 Dec. 2018
Carrying
amount

Contractually
agreed cash
flows

31 Dec. 2017

Carrying
amount

Contractually
agreed cash

flows

1,209.0

6.9

1,152.2

6,153.2
15.8

Less than 1 year

0.0

703.2

6,841.5

Less than 1 year

3.4

0.0

1,157.0

6,154.2
0.1

1to 2 years

136.5

3.1

0.0

0.0

1to 2 years

118.2

2.3

0.0

0.0
0.8

2 to 3 years

193.6

25

0.0

0.0

2 to 3 years

118.5

23

0.0

0.0
1.0

3 to 4 years

133.8

1.2

0.0

0.0

3 to 4 years

111.2

0.4

0.0

0.0
1.0

2024 and
beyond

More than 5
years

4 to 5 years

427.3 1,436.1
1.9 0.5
0.0 0.0
0.0 0.0

2023 and
beyond

More than 5
years

4 to 5 years

133.6 869.3
0.9 2.0
0.0 0.0
0.0 0.0
1.0 11.8

Cash outflows from primary financial instruments include the interest component in addition to the

principal repayment, so that the sum of the cash outflows may exceed the carrying amount in the

financial year under review.

All financial liabilities in the liquidity analysis relate to primary financial instruments. In addition,

derivative financial instruments amounting to 19.3 million euros (previous year: 36.4 million euros)
are reported on the balance sheet.
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Liquidity Analysis of Derivatives

2019

Cash flows

Currency derivatives

Financial assets
1,059.0
1,025.5

Proceeds

Payments
Financial liabilities

Proceeds 864.7

Payments 872.9

= = NN
N NN o o

Interest rate derivatives
Financial liabilities

Proceeds 0.0

g
IS

Payments

2018

Cash flows

2020 and beyond

Cash flows

8.7

2019

Cash flows
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I
Financial liabilities
Proceeds 0.5 0.0
Payments 1.2 0.0

Interest Rate Risk

Interest rate risk is generally caused by fluctuations in market interest rates for interest-bearing
assets and interest-bearing liabilities. All assets and liabilities with variable interest rates or short-
term interest rates that are fixed expose the groups to cash flow risk. Fixed interest-bearing liabilities
with extended fixed interest periods result in a fair-value interest-rate risk. At the end of the year,
11.8 per cent (previous year: 25.1 per cent) of liabilities to banks had fixed interest rates.

Interest-bearing assets and liabilities may impact earnings and equity as a result of interest rate
fluctuations. These risks are reported on the basis of a sensitivity analysis, which shows the effects
that would result from changes in the relevant risk variables — in particular interest rates. These
changes are determined on the balance sheet date, using reasonable discretion.

The interest rate swaps in Hungary and the Czech Republic recognised in the previous year expired
on 31 October 2018. The measurement of the interest rate swaps in Hungary resulted in a gain of 0.7
million euros in the financial year (previous year: gain of 0.7 million euros).

Under the agreements dated 28 February 2018, RIF concluded four interest rate swaps with different
external banks to hedge variable interest payments on various tranches of a promissory note loan.
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Payment terms for interest rate swaps

. Fixed interest
o Notional volume t
rate
aturity in million € .
in%

28 February 2025 35.0 0.878
28 February 2025 35.0 0.897
28 February 2025 45.5 0.873
28 February 2028 31.0 1.225

These interest rate swaps are accounted for as cash flow hedges. Since the critical contractual terms
of the hedged item and the hedging instrument as well as the term and the notional volume match,
no ineffective portions are recognised. The reserve for cash flow hedges in the statement of changes
in equity includes 5.0 million euros in losses attributable to the aforementioned interest rate swaps
at RIF.

In terms of interest rate hedging transactions entered into as part of cash flow hedge accounting,
equity would have been approximately 9.8 million euros higher (previous year: 0.4 million euros) if
the interest rate level had been 100 basis points higher at the balance sheet date. If the interest rate
level had been 100 basis points lower, equity would have been approximately 10.8 million euros
lower (previous year: 0.5 million euros). Since a decrease of 100 basis points in no longer expected,
the calculation for 2018 is for the first time based on a decrease of 50 basis points. If the interest rate
level had been 50 basis points lower, equity would have been approximately 5.3 million euros lower.

In addition, there is an interest rate risk from primary, variable-rate financial instruments. If interest
rate levels had been 100 basis points higher, the interest result would have been 7.4 million euros
lower (previous year: 9.9 million euros). If interest rate levels had been 100 basis points lower, the
interest result would have been 7.4 million euros higher (previous year: 9.9 million euros).

Commodity Price Risk

Nova Airlines AB, Stockholm, Sweden, is exposed to commodity price risks. The management of the
company estimates how much aviation fuel will be needed for the next season and initially hedges
approximately 40 to 50 per cent of the net exposure before the bookings are available and
approximately 70 to 80 per cent prior to the start of the season. Since the contracts are denominated
in US dollars, currency hedges are also concluded.

The hedges are only concluded for Nova Airlines AB since the fuel prices in other transport contracts
are already fixed at the time the contracts are negotiated prior to the start of a season, rendering
hedges unnecessary.

In the financial year, Nova Airlines AB used derivatives in the form of commodities futures to hedge
the price of aviation fuel. The commodity hedges concluded were used to hedge a total volume of
22,000 metric tonnes (previous year: 15,500 metric tonnes) of aviation fuel. The derivatives have a
maximum term of 17 months. The hedges are accounted for as cash flow hedges.

Credit Risk

Credit risk from financial assets arises from the potential failure of a counterparty to meet its
obligations in whole or in part, thereby causing financial losses to the other party.
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Potential credit risk exists in relation to cash and cash equivalents, trade receivables, loans, other
receivables and derivative financial instruments with positive fair values.

Credit risk related to cash deposits, derivative contracts and financial transactions are mitigated by
entering into such transactions subject to fixed limits and only with banks that have a good to
excellent credit rating, which corresponds to an independent minimum rating of "investment grade".
Payment transactions are also settled through such banks. The credit rating and risk-bearing capacity
of the partner banks is monitored systematically on an ongoing basis. The functions of setting and
monitoring the limits are separated for trading and settlement operations.

Minimum credit rating requirements and individual caps on financial exposure have been established
as part of accounts receivable management, operational monitoring of debtors and ongoing
receivables monitoring.

Business dealings with large corporate customers are subject to a separate solvency monitoring
system. Compared with the overall exposure to credit risk, receivables from these counterparties are
not so large individually that they would create an exceptional concentration of risk. Sales to retail
customers are settled in cash or with EC cash cards or conventional credit cards. Cash logistics in the
retail trade are subject to a separate monitoring system.

Material loans are monitored by external rating agencies in order to identify potential credit risks
early.

In addition, sureties received (e.g. bank guarantees or transferred inventories) amounted to 151.6
million euros.

Impairment of Financial Assets

The groups apply the requirements of multi-step impairment model under IFRS 9 to financial assets
measured at amortised cost. The initial recognition of such financial receivables is based on a loss
allowance at an amount equal to the 12-month expected credit loss. If the credit risk has increased
significantly since initial recognition, a loss allowance at an amount equal to the lifetime expected
credit loss is recognised.

The credit risk of trade receivables is calculated using the simplified approach for using a provision
matrix based on historical default rates adjusted for current and forward-looking information.
Objective indications of impairment are identified through the ongoing monitoring of debtors and
reflected in specific valuation allowances. If it can be reasonably expected that the receivable is no
longer realisable, it is derecognised. Indicators that a receivable — based on reasonable assessment —
is no longer realisable include, among others, the debtor's failure to agree to a repayment plan with
the groups.

Due to the large number of customers at different locations, there is no concentration of credit risk.

The change in loss allowances on trade receivables as at 31 December 2018 is presented in the table
below:

Page 139



Change in Loss Allowances on Trade Receivables

As at 1 Jan. 123.2

Additions 10.6 24.8
Reversals/utilisations -21.5 -14.5
Changes in scope of consolidation -1.4 -77.4
Exchange rate effects and other changes 0.4 0.0

As described above, trade receivables on which no loss allowances have been recognised are
recognised at their expected credit loss using a provision matrix.

The age structure of trade receivables on which no loss allowances have been recognised is
presented in the table below:

Breakdown of the Age Structure of Overdue Receivables on Which no Loss Allowances Have Been
Recognised in accordance with IFRS 9

31 Dec. 2018 Of which past due as at the balance sheet date and not impaired
Carrying Less than 30 Between 30 and [l Between 60 and | More than 90
amount days days
Expected losses 0.4% 0.2% 0.0% 0.1% 9.2%
Trade receivables 724.8 691.9 12.2 4.6 16.2
Impairments 29 1.4 0.0 0.0 1.5

Breakdown of the Age Structure of Overdue Receivables on Which no Loss Allowances Have Been
Recognised in accordance with IAS 39

31 Dec. 2017 Of which past due as at the balance sheet date and not impaired
Carrying Less than 90 [l Between 90 and l§ Between 180 More than 360
amount days 180 days and 360 days days
Non-current other financial assets 283.1 0.3 0.0 0.0 0.0
Current other financial assets 681.5 35.2 1.9 0.7 1.2
Current trade receivables 1,262.4 48.7 2.1 0.2 1.4

The other financial assets within the scope of the general impairment model have a low credit risk.

Due to the large number of vendors at different locations, there is no risk concentration, which
means that the identified 12-month expected credit loss on other receivables from vendors is
immaterial. For an overview of financial assets measured at amortised cost, please refer to the
breakdown by class.

Only immaterial impairment losses were identified for cash and cash equivalents.

The change in loss allowances on other financial assets as at 31 December 2018 is presented in the
table below:
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Change in Loss Allowances on Other Financial Assets

N TN BN BT

As at 1Jan. 2018 0.0 -32.3 -2.5
Additions 0.0 -17.0 -4.9

Reversals/disposals 0.0

2.8 0.0
s at31Dec. 2013 =

As at the reporting date there were loans amounting to 130.0 million euros that had not been
impaired because assignment agreements for inventories are in place.

Expenses for loss allowances on financial assets are recognised together with income from reversals
of impairment losses recognised in the operating result in previous years.

41. FURTHER DISCLOSURES ON FINANCIAL INSTRUMENTS

Financial Instruments by Class and Measurement Category as at
31 December 2018

Carrying amounts by class and measurement category

Carrying amount pursuant to IFRS 9 Carrying
amount
pursuant to IAS
17

Carrying
amount 31 Dec.
2018

Amortised cost Fair value Fair value

through other  through profit
comprehensive or loss
income

ASSETS - Financial assets

Other financial assets

Other receivables from suppliers 911.6 0.0 0.0 0.0
Loans 262.7 0.0 0.0 0.0
Shareholder loans to partner companies 0.0 0.0 47.1 0.0
Receivables from derivative financial instruments 0.0 26.6 6.2 0.0

Derivatives not included in hedge accounting 0.0 0.0 6.2 0.0

Derivatives with hedging relationship* 0.0 26.6 0.0 0.0
Shares in corporations and other securities 0.0 15.7 10.3 0.0
Interest in partnerships 0.0 0.0 2.3 0.0

Other financial assets

Trade receivables

Cash and cash equivalents

LIABILITIES - financial liabilities

Other financial liabilities

Liabilities to banks 1,442.9 0.0 0.0 0.0
Liabilities from finance leases* 0.0 0.0 0.0 854.4
Liabilities from derivative financial instruments 0.0 14.7 4.6 0.0
Derivatives not included in hedge accounting 0.0 0.0 4.6 0.0
Derivatives with hedging relationship* 0.0 14.7 0.0 0.0
Other financial liabilities 483.2 0.0 0.0 0.0

Trade payables

* Not a measurement category pursuant to IFRS 9
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Financial Instruments by Class and Measurement Category as at

31 December 2017

The classes of financial instruments were based on the structure of the balance sheet.

Reconciliation of the Individual Classes and Measurement Categories of IAS 39 to the Balance Sheet Items

in million €

&
17
m
@

Non-current financial assets

Financial assets available for sale

Loans and receivables

Current financial assets
Financial assets held for trading
Financial assets available for sale
Loans and receivables
Financial assets in hedge accounting*

Current trade receivables

Loans and receivables

Cash and cash equivalents

Loans and receivables

Total ASSETS
LIABILITIES

Non-current financial liabilities

Other financial liabilities
Liabilities from finance leases*

Non-current trade payables

Other financial liabilities

Current financial liabilities

0

© N
© © o o o © w o o o
o o o o o o o s o o o

Financial liabilities held for trading
Other financial liabilities

Financial liabilities in hedge accounting*
Liabilities from finance leases*

Current trade payables

Other financial liabilities

Total LIABILITIES

Of which: aggregated by measurement categories pursuant to
1AS 39:

Financial assets held for trading
Financial assets available for sale
Loans and receivables
Financial liabilities held for trading
Other financial liabilities
Of which: in hedge accounting pursuant to IAS 39:
Financial assets in hedge accounting

Financial liabilities in hedge accounting

* Not a measurement category pursuant to IFRS 9

Carrying
amount 31 Dec.
2017

Carrying amount pursuant to IAS 39

(Amortised) Fair value Fair value
cost recognised
directly in

equity

through
profit and loss

0.0

87.9 19.2 0.0
176.0 0.0 0.0
16.4

15.3

0.1 0.0 0.0
656.2 0.0 0.0
8.8 11

(1X1] 0.0

1,262.4 0.0 0.0
0.0 0.0

653.4 0.0 0.0
28.0 16.4

0.0 0.0

372.4 0.0 0.0
0.0 0.0

0.0 0.0

0.0 0.0

19.0 17.5

0.0 15.0

1,089.0 0.0 0.0
0.0 19.0 25

0.0

0.0

6,153.2 0.0 0.0
19.0 17.5

0.0 0.0 15.3
88.0 19.2 0.0
2,748.0 0.0 0.0
0.0 0.0 15.0
7,621.5 0.0 0.0
0.0 8.8 11

0.0 19.0 2.5
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The classification and measurement requirements of IFRS 9 have been applied since 1 January 2018.
The corresponding reconciliation of the classes to the balance sheet items from 31 December 2017
to 1 January 2018 are presented in note 2 "Accounting Policies".

IFRS 7 requires financial instruments measured at fair value to be assigned to a fair value hierarchy.
There are three hierarchy levels. Level 1 comprises financial instruments whose fair values can be
derived from quoted prices. Level 2 comprises financial instruments whose fair values cannot be
derived from quoted prices, but whose measurement-related inputs are directly or indirectly
observable on the market. Financial instruments that cannot be assigned to either level 1 or level 2
are assigned to level 3. Fair value in this case is determined using factors that are not based on
observable market data.

Shares in corporations and other securities include securities amounting to 15.7 million euros that
are measured at fair value. They are assigned to level 1. These measurement effects recognised in
other comprehensive income are not reclassified to the income statement upon subsequent disposal
of the equity instrument. These are strategic financial investments. The groups consider the option to
measure them at fair value through other comprehensive income to be more meaningful.

This relates to the following shares:

e DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main (fair value as at 31
December 2018: 11.9 million euros),

e home24 SE, Berlin (fair value as at 31 December 2018: 3.8 million euros).

In the financial year, some of the shares in DZ BANK AG Deutsche Zentral-Genossenschaftsbank were
sold at their fair value of 11.2 million because this financial investment was no longer in line with the
groups' investment strategy.

The assets and liabilities from derivative financial instruments, which include interest rate swaps,
currency derivatives and commaodities derivatives, are measured at fair value and assigned to level 2
of the fair value hierarchy.

The remaining financial assets, which are recognised at fair value, are measured using established
valuation techniques and are assigned to level 3 of the fair value hierarchy. There were no material
measurement effects as at 31 December 2018.
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Fair Value Disclosures

Comparison of the Carrying Amounts and Fair Values of the Financial Instruments for Each Class

31/12/2018 31/12/2017
Carrying amount Fair value Carrying amount Fair value

ASSETS

o
Non-current other financial assets 2344 235.0 283.1 284.3
Current other financial assets 1,057.1 1,057.4 681.5 681.8
Current trade receivables 1,400.6 1,400.6 1,262.4 1,262.4
Cash and cash equivalents 639.2 639.2 653.4 653.4

LIABILITIES

v ]
Other non-current financial liabilities 2,104.5 2,205.6 1,209.0 1,244.8

Non-current trade payables 6.9 6.9

9.1 9.1

Other current financial liabilities 695.3 695.7 1,188.6 1,192.6
Current trade payables 6,841.5 6,841.5 6,153.2 6,153.2

Due to the short remaining maturities, the carrying amounts of current trade receivables and trade
payables as well as of cash and cash equivalents approximate their fair values.

Non-current trade receivables and trade payables are discounted to present value. In this case, the
carrying amounts largely reflect the fair values.

Market prices are generally used to measure other financial assets and liabilities. In the absence of a
market price, the approved discounted cash flow methods are used to calculate fair value. The
valuation model is based on the yield curves and exchange rates that apply on the balance sheet
date.

Net Result from Financial Instruments

Breakdown of Income and Expenses from Financial Instruments in Accordance with IFRS 9 Measurement
Categories

Income (+)/expenses (-) 2018 2017
in million €

Financial assets at amortised cost 39.5 38.5
Financial assets and liabilities measured at fair value -6.6 -17.5
Financial liabilities at amortised cost -102.9 -70.8

Income on financial assets measured at amortised cost primarily includes exchange rate gains and
losses as well as income from previously impaired receivables. Impairment losses on financial
receivables had an offsetting effect within this item. The result of financial assets and liabilities
measured at fair value includes the result from the measurement of derivative financial instruments
and income from equity investments. In the previous year, equity investments were measured at
cost and recognised at amortised cost under financial assets. Expenses from financial liabilities
measured at amortised cost primarily include interest expenses and exchange gains and losses.
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Interest income on financial instruments not measured at fair value through profit or loss amounted
to 5.9 million euros (previous year: 6.3 million euros), while corresponding interest expenses
amounted to 21.0 million euros (previous year: 28.2 million euros).

42. CONTINGENT LIABILITIES/RECEIVABLES AND OTHER FINANCIAL
OBLIGATIONS

Contingent Liabilities as at the Balance Sheet Date

31/12/2018

Contingent liabilities from guarantees 412.3 147.2
Contingent liabilities from warranties 15.8 8.1
Other contingent liabilities 69.1 69.9

Contingent liabilities from guarantees essentially concern payment guarantees to financial
institutions. These relate primarily to guarantees assumed by RZF for various Kuoni companies in the
Travel and Tourism business segment. In some countries in which the Kuoni companies operate, local
laws require that travel guarantees and payment guarantees be given by the tour operator in order
to hedge against the default risks of the organiser vis-a-vis the customer. These guarantees have
virtually all been assumed by way of guarantee contract by RZF for the Kuoni companies vis-a-vis the
banks.

In addition, for the first time this includes rent guarantees from the Retail Germany business
segment as well as a guarantee from RIF for outstanding merchandise liabilities of EURELEC Trading
SCRL, Brussels, Belgium.

Contingent liabilities from guarantee agreements include primarily letters of comfort to financial
institutions for possible use by REWE partner investment companies as general partners of the
associated REWE partner companies taking out the loans.

The other contingent liabilities relate primarily to contingent liabilities from del credere-assumptions.
They arose from the joint assumption of liabilities from goods purchased from member operations
and invoiced only in the subsequent year.

In addition, there are obligations in the Travel and Tourism business segment amounting to

394.0 million euros (previous year: 686.1 million euros) from guaranteed quota contracts with hotels
and various airlines as well as prepayment obligations agreed with hotels. The obligations are subject
to major annual fluctuations depending on expected capacity utilisations.

43.EVENTS AFTER THE BALANCE SHEET DATE

The Management Boards of RZAG and RZF held meetings on 25 February 2019. At its meeting, the
Management Board of RZAG resolved to transfer all shares with restricted transferability held by the
shareholders of RZAG, with the exception of RZF's shareholders and the "KAM" shareholders, on the
basis of contribution agreements or share purchase and transfer agreements, and proposed to the
Annual General Meeting that it also consent to this. At its meeting, the Management Board of RZF
approved the acquisition of the aforementioned shares and proposed to the Annual General Meeting

Page 145



that is also consent to this. The Supervisory Boards of RZAG and RZF adopted the resolutions without
amendment on 20 March 2019. The final approvals still required for the effectiveness of the
contribution agreements are to be given at an extraordinary general meeting of RZF and at an
extraordinary general meeting of RZAG on 30 April 2019.

The contributions are to be made in the form of contributions in kind against the grant of additional
shares of RZF. The shareholdings will be determined based on the ratio of fair values calculated for
both groups. The fair values were determined by an external appraiser. The value ratios as at 31
December 2018 serve as the basis for the valuation.

The sales are based on the values in KPMG's expert opinion, which was prepared in accordance with
the requirements of IDW S1 and is dated 27 February 2019.

Following the transfer of shares, RZF will hold a controlling interest of 99.9995 per cent in RZAG. RZF
is expected to acquire the remaining eight shares from the "KAM" shareholders in 2019.

No other significant events became known between the end of the reporting period and the time of
approval of the Combined Financial Statements.

44, RELATED PARTY DISCLOSURES

In accordance with IAS 24, parties related to the groups are non-consolidated subsidiaries, joint
ventures and associates, including their subsidiaries, as well as other entities and persons defined as
follows: Management Board and Supervisory Board of RZAG and RZF and entities controlled, jointly
controlled or significantly influenced by these persons or close members of their families.

Other related parties include primarily companies belonging to Fiir Sie Handelsgenossenschaft eG
Food — Non Food, Cologne, DOEGO Fruchthandel Import eG, Dortmund, BUBI Frischdienst eG,
Dortmund, and companies of Dohle Handelsgruppe Holding GmbH & Co. KG, Siegburg, which form
part of the group of other related parties because they provide Supervisory Board members to RZF
and RZAG. In addition to subsidiaries included in the Combined Financial Statements, RZF and RZAG
have direct or indirect relations with a large number of non-consolidated companies and associates
in the course of their normal business activities; these companies are considered related parties of
RZF and RZAG. RZF and RZAG maintain significant business relations with the REWE partner
companies, which are associates in which RZF has an indirect interest under the REWE partnership
model. The supply of goods and services conducted as part of normal business activities primarily
comprises the delivery of goods, leasing and services.

Goods and Services Received from or to Related Parties

Volume of goods and services Volume of goods and services

provided received
2018 2017 2018 2017
Subsidiaries (non-consolidated) 0.0 0.0 0.1 0.1
Joint ventures 216.0 213.4 0.8 -0.5
Associates 7,471.0 6,883.7 5.7 4.8
Other related parties 403.5 415.3 21.2 29.4
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The volume of goods and services provided to joint ventures relates mainly to goods deliveries
amounting to 200.7 million euros (previous year: 189.5 million euros).

Goods and services supplied to associates are attributable mainly to deliveries of goods amounting to
6,678.9 million euros (previous year: 6,131.0 million euros) and to leases and services amounting to
618.7 million euros (previous year: 578.3 million euros) provided to the REWE partner companies.

The goods and services provided to other related parties relates mainly to goods deliveries
amounting to 397.7 million euros (previous year: 403.4 million euros). The remaining amount for
goods and services is due almost exclusively to leasing services and services provided to companies
taking part in central settlement.

The goods and services received from associates primarily comprise expenses for services used and
rental expenses. The goods and services received from other related parties are attributable almost
entirely to expenses from leasing services.

Composition of Receivables from Related Parties

Subsidiaries (non-consolidated) 19.9

Joint ventures 49.5 42.5
Associates 722.1 548.9
Other related parties 131.0 147.3

N BT S

Receivables from non-consolidated subsidiaries are included in other receivables from financial
transactions and trade receivables from affiliated companies (see note 26 "Other Financial Assets"
and note 27 "Trade Receivables").

Receivables from associates relate primarily to goods supplied to REWE partner companies
amounting to 477.4 million euros (previous year: 333.7 million euros) as well as loans to associates
amounting to 178.4 million euros (previous year: 186.7 million). The loans mainly comprise
shareholder loans and start-up loans to REWE partner companies (see note 26 "Other Financial
Assets").

Receivables from other related parties are attributable mainly to central settlement receivables of
115.8 million euros (previous year: 129.1 million euros).

Composition of Liabilities to Related Parties

Subsidiaries (non-consolidated) 11.2

Joint ventures 0.8 0.3
Associates 30.4 20.8
Other related parties 45.3 63.6

N BN S

Liabilities to non-consolidated subsidiaries are included in liabilities to affiliated companies and trade
payables to affiliated companies (see note 35 "Other Financial Liabilities" and note 36 "Trade
Payables").
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Remuneration for Key Management Personnel

Total Remuneration for Key Management Personnel at RZF and RZAG as well as for Supervisory Board
Members

26.2

Management Board 17.1

Supervisory Board

N T

Breakdown of Remuneration for Key Management Personnel

Short-term benefits due 13.4 20.1
Post-employment benefits* 1.7 1.4
Other long-term benefits due 3.5 2.4

Termination benefits

e BT S

*Total costs

A short-term and long-term performance-based profit-sharing and bonus programme is in place for
the Management Board. As at 31 December 2018, a total of 10.4 million euros (previous year:
18.7 million euros) for this programme was recognised as liabilities.

Employee representatives elected to the Supervisory Board of RZF and RZAG continue to be entitled
to a regular salary under their employment contract. The amount of remuneration is based on
provisions agreed in the employment contract.

Pension Obligations for Current Key Management Personnel

Pension obligations of 8.7 million euros were recognised for Management Board members (previous
year: 25.6 million euros).

45. FEES FOR SERVICES PROVIDED BY THE AUDITOR

The overview below shows the total fee for PricewaterhouseCoopers GmbH
Wirtschaftsprifungsgesellschaft, Cologne, the auditor of the Combined Financial Statements,
recognised as an expense during the financial year.

Total Fee for the Auditor in the Financial Year

Fees for financial statement audit services

Fees for other services

S — T B

The fees for financial statement audit services include in particular the fees for the audit of the
Combined Financial Statements, the consolidated financial statements and the annual financial
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statements of the consolidated companies. In 2018, this includes 0.1 million euros for financial

statement audit services relating to the 2017 financial year.

Fees for other services mainly include audit-related consulting and other consulting services. The 0.5-

million-euro increase in expenses related to consulting services in connection with vendor

agreements and internal IT projects.

46. MANAGEMENT BOARD AND SUPERVISORY BOARD

The composition of the Management Boards of REWE-ZENTRALFINANZ eG, Cologne, and
REWE - Zentral-Aktiengesellschaft, Cologne, is identical.

The Management Board had the following members in the period under review:

Lionel Souque

Jan Kunath

Soren Hartmann

Dr. Christian Mielsch

Frank Wiemer
(until 30 September 2018)

Chairman of the Management Board of REWE-ZENTRALFINANZ eG,
Cologne, and REWE - Zentral-Aktiengesellschaft, Cologne

Retail Germany including REWE Group Buying, Coopernic/EURELEC,
Legal Entity and Cooperative, Group Audit, Corporate Affairs,
Executive Development

Deputy Chairman of the Management Board of REWE-
ZENTRALFINANZ eG, Cologne, and REWE - Zentral-Aktiengesellschaft,
Cologne

Retail International, Corporate IT including REWE Systems, REWE
Digital

Member of the Management Board of REWE-ZENTRALFINANZ eG,
Cologne, and REWE - Zentral-Aktiengesellschaft, Cologne
Travel and Tourism

Member of the Management Board of REWE-ZENTRALFINANZ eG,
Cologne, and REWE - Zentral-Aktiengesellschaft, Cologne

DIY Stores, Business Administration, Finance, Taxes, Group
Controlling, Investment Management/M&A, Corporate Security &
Services at Headquarters

Member of the Management Board of REWE-ZENTRALFINANZ eG,
Cologne, and REWE - Zentral-Aktiengesellschaft, Cologne

DIY Stores, Logistics, REWE Systems, Corporate Security & Services at
Headquarters
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The Supervisory Boards had the following members in the period under review:

Erich Stockhausen
Fritz Aupperle
Klaus Dohle

(RZAG only)
Michael Fricke

Dr. Christian Hornbach
(RZAG only)

Jirgen Lang

Stefan Lenk

Bruno Naumann
(until 24 June 2018)

Matthias Peikert

Heinz-Werner Satter

(RZAG; RZF until 24 June 2018)

Robert Schéafer

Sven Schafer

(RZF only, from 24 June 2018)

Andreas Schmidt
(until 24 June 2018)

René Schneider
(from 24 June 2018)

Christoph Steverding
(from 24 June 2018)

Chairman of RZF and RZAG, Businessman and member of the
Management Board of REWE West eG, Hiirth

Businessman and member of the Management Board of REWE
Sid/Siudwest eG, Fellbach

Managing partner of Dohle Handelsgruppe Holding GmbH & Co. KG,
Siegburg

Businessman and member of the Management Board of REWE
Handels eG Hungen, Hungen

Managing director of Hornbach Baustoff Union GmbH,
Neustadt/WeinstraRe

Businessman and member of the Management Board of REWE
Sud/Sidwest eG, Fellbach

Businessman and Chairman of the Supervisory Board of REWE
DORTMUND GroRhandel eG, Dortmund

Businessman and Chairman of the Supervisory Board of REWE
Handels eG Hungen, Hungen

Businessman and member of the Management Board of REWE Nord-
Ost eG, Teltow

Managing Director of SCHWALBCHEN Frischdienst GmbH, Mainz, and
Chairman of the Supervisory Board of FUR SIE Handelsgenossenschaft
eG Food — Non Food, Cologne

Businessman and member of the Management Board of REWE West
eG, Hiirth

Businessman and Deputy Chairman of the Supervisory Board of REWE
Handels eG Hungen, Hungen

Chairman of the Management Board of REWE DORTMUND
GroRhandel eG, Dortmund

Businessman and Chairman of the Supervisory Board of REWE Nord-
Ost eG, Teltow

Businessman and member of the Supervisory Board of REWE
DORTMUND GroRhandel eG, Dortmund, and of DOEGO Fruchthandel
und Import eG, Dortmund
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The members of the Supervisory Board of RZAG and of RZF also included the following
employee representatives in the period under review:

Michael Adlhoch
(RZF only, from 24 June 2018)

Bernhard Brettschneider
(RZF only, until 24 June 2018)

Christos Chliapas
(RZF only, until 24 June 2018)

Josef Czok
(RZF; RZAG from 24 June 2018)

Alfred Daubenmerkl
(RZF only)

Berndfried Dornseifer
(RZF only, until 24 June 2018)

Maik Esser
(RZAG only)

Bernhard Franke
(RZF only, from 24 June 2018)

Maic Gerhards
(RZAG only, until 24 June 2018)

Roland Gerstenberg
(RZF only, from 24 June 2018)

Bernd Goerissen
(RZAG only, until 24 June 2018)

Helmut Géttmann
(RZF only)

Daniel Janssen
(RZAG only, from 24 June 2018)

Toni Kiel
(RZAG only)

Horst Margner
(RZF only, until 24 June 2018)

Bettina Mink
(RZAG only, until 24 June 2018)

Jutta Mirtezani
(RZF only)

Works Council chairman exempted from regular duties, REWE Markt
GmbH, Central 2 region, Logistics and Administration, Rosbach

Works Council member exempted from regular duties, REWE Markt
GmbH, Central region, Rosbach

Works Council deputy chairman exempted from regular duties,
Glockenbrot Backerei GmbH & Co. oHG, Frankfurt

Works Council chairman exempted from regular duties, REWE Markt
GmbH, West Il region, Hirth

Works Council chairman exempted from regular duties, REWE Markt
GmbH, South region, Eching

Head of Holding Human Resources/Group Human Resources
Development, REWE Deutscher Supermarkt AG & Co. KGaA, Cologne

Deputy Chairman, RZAG, (until 24 June 2018)
Works Council member exempted from regular duties, REWE
Systems GmbH, Cologne

Secretary at the ver.di union, Stuttgart

Head of vehicle fleet management, REWE-ZENTRALFINANZ eG,
Cologne

Works Council chairman exempted from regular duties,
REWE Markt GmbH, West | region, Hiirth

Works Council member exempted from regular duties,
REWE - Zentral-Aktiengesellschaft, Cologne

Deputy Chairman of RZF from 14 March 2018,

Works Council member exempted from regular duties, REWE
Deutscher Supermarkt AG & Co. KGaA, Cologne,

Works Council Chairman, REWE Markt GmbH/Penny-Markt GmbH,
Cologne

Head of Department, Operations, at REWE - Zentral-
Aktiengesellschaft, Cologne

Senior Category Buyer, REWE Group Buying GmbH, Cologne

Secretary at the ver.di union, Works Council, Berlin

Works Council member exempted from regular duties,

REWE - Zentral-Aktiengesellschaft, Cologne

Works Council chairwoman exempted from regular duties, REWE
Markt GmbH, North region, Norderstedt
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Stefanie Nutzenberger Member of the national executive board of the ver.di union
(RZF only, until 24 June 2018)

Vivien Schmitt Head of Executive Development, REWE-ZENTRALFINANZ eG, Cologne
(RZF only, from 24 June 2018)

Monika Stach Business administration employee, Health & Innovation, REWE-
(RZAG only) ZENTRALFINANZ eG, Cologne
Lutz Staude Works Council chairman exempted from regular duties,

(RZF only, from 24 June 2018) REWE Markt GmbH, North region, Lehrte
Works Council Deputy Chairman, REWE Markt GmbH/Penny-Markt
GmbH, Cologne

Angelika Winter Deputy Chairwoman of REWE - Zentral-Aktiengesellschaft, Cologne
(RZF; RZAG from 24 June 2018)  (from 24 June 2018)
Works Council Deputy Chairwoman exempted from regular duties,
REWE Markt GmbH, West Il region, Hirth
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The preparation of these Combined Financial Statements was concluded on 26 March 2019.

Cologne, 26 March 2019

The Management Board

Soren Hartmann Jan Kunath

Dr. Christian Mielsch Lionel Souque
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Overview of the Shareholdings of the Group Companies and Other Long-term Investees and
Investors as at 31 December 2018

a) Consolidated Companies

Percentage share

Company name and registered office Country S P, ST S P, S5
% %

100.0 100.0
51.1 51.1
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
100.0 100.0
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Company name and registered office
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Country

Percentage share

31 Dec. 2018

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0

94.0
100.0

94.0
100.0
100.0
100.0
100.0
100.0

98.5
100.0

99.0

99.0
100.0
100.0
100.0
100.0

49.0
100.0
100.0

50.0
100.0

66.0
100.0
100.0
100.0
100.0

75.0
100.0

75.0

75.0
100.0
100.0

31 Dec. 2017

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0

100.0
100.0

94.0
100.0

94.0
100.0
100.0
100.0
100.0
100.0

98.5
100.0

99.0

99.0
100.0
100.0
100.0
100.0

49.0
100.0
100.0

50.0
100.0

66.0
100.0
100.0
100.0
100.0

75.0
100.0

75.0

75.0
100.0
100.0
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Country

Percentage share

31 Dec. 2018

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

99.0
100.0

75.0

75.0

75.0

90.0

50.0

60.0
100.0
100.0
100.0
100.0
100.0
100.0

70.0
100.0

90.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

31 Dec. 2017

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
75.0
75.0
75.0
90.0
50.0
60.0

100.0
100.0
100.0
100.0
100.0

70.0
100.0

90.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
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Country

Percentage share

31 Dec. 2018

%

100.0

100.0
60.1
65.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0
94.0
94.0

100.0

100.0

100.0

100.0

100.0
51.0

100.0

100.0

100.0
60.0
60.0
60.0

100.0

100.0

31 Dec. 2017

%

100.0

100.0
60.1
65.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0
75.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

94.0

94.0
100.0
100.0
100.0
100.0
100.0

51.0
100.0
100.0
100.0

60.0

60.0

60.0
100.0
100.0
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Country

Percentage share

31 Dec. 2018

%

60.0

100.0
100.0
100.0

98.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

93.4
100.0
100.0

62.5

68.0
100.0
100.0

94.0
100.0

80.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

20.0
100.0

20.0

31 Dec.
%

2017

60.0

100.0
100.0
100.0

98.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

93.4
100.0

62.5

68.0
100.0
100.0

94.0
100.0

80.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

20.0
100.0

20.0
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Country

Percentage share

31 Dec. 2018

%

99.9
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

80.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

31 Dec.
%

2017

99.9
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

80.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
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Country

Percentage share

31 Dec. 2018

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

31 Dec. 2017

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0
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Country

Percentage share

31 Dec. 2018

%

100.0
100.0
100.0
100.0

50.1
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

94.0
100.0
100.0
100.0

81.8

100.0
100.0
100.0
100.0
0.0
100.0
100.0
70.0
70.0
51.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
93.8
100.0
60.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
0.0
0.0
94.9
0.0

31 Dec.
%

2017

100.0
100.0
100.0
50.1
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
94.0
0.0
100.0
100.0
81.8

100.0
100.0
100.0
100.0
0.0
100.0
100.0
73.9
55.0
51.0
100.0
100.0
100.0
100.0
100.0

100.0

44.4
100.0

60.0
100.0
100.0
100.0

100.0
100.0
0.0
0.0
0.0
0.0



Percentage share

Company name and registered office Country

31 Dec. 2018 31 Dec. 2017
% %

"In liquidation
2 Financial year ends on 31 August 2017
3 Financial year ends on 30 June 2017

b) Joint ventures

Percentage share

Company name and registered office Country
31 Dec. 2018 31 Dec. 2017

% %

c) Associates

Percentage share

No. Company name and registered office Country
31 Dec. 2018 31 Dec. 2017

% %
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Country

Percentage share

31 Dec. 2018

%

50.0
50.0
50.0
49.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

50.0 +2
50.0 *
50.0 *
49.0 1

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0

20.0
20.0

20.0

20.0

20.0

20.0

20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0



No.
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0



No.

Company name and registered office
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0

20.0
40.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0



No.

Company name and registered office
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0



No.

Company name and registered office
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
28.6
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
50.0
33.6
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
28.6
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0

50.0
33.6

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0



No.

Company name and registered office
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
80.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
80.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0



No.
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Page 169

Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0

20.0
20.0
20.0
20.0

20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
19.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
19.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
19.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
19.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0



No.

Company name and registered office

Page 177

Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0

20.0
20.0
20.0
20.0
20.0

20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
50.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
26.0
20.0
40.8
39.0
54.6
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0

20.0
20.0

20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
50.0
20.0

20.0
20.0

20.0
20.0
20.0

20.0
20.0

20.0
26.0
20.0
40.8
39.0
54.6
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0

20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
40.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0

20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
40.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0

20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
44.4
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
44.4
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0

20.0

20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
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Country

Percentage share

31 Dec. 2018

%

20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
50.0
50.0
20.0
24.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0

31 Dec. 2017

%

20.0
20.0
20.0
20.0
20.0
20.0

20.0
20.0
20.0
20.0
20.0
20.0
50.0
50.0
20.0
24.9
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0
20.0



Percentage share

No. Company name and registered office Country

31 Dec. 2018 31 Dec. 2017
% %

" Not included in accordance with the equity method due to immateriality
2 In liquidation
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d) Non-consolidated Affiliates

[\ Company name and registered office

"In liquidation
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Country

Percentage share

31 Dec. 2018

%

100.0
100.0

100.0
100.0

99.9
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

51.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

811
100.0
100.0
100.0
100.0
100.0

98.0

31 Dec. 2017

%

100.0
100.0

100.0
100.0

99.9
100.0
100.0
100.0

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

51.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
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INDEPENDENT AUDITOR'S REPORT
To REWE-ZENTRALFINANZ eG, Cologne, and REWE - Zentral-Aktiengesellschaft, Cologne

Audit Opinions

We have audited the Combined Financial Statements of REWE-ZENTRALFINANZ eG, Cologne,
and REWE - Zentral-Aktiengesellschaft, Cologne, which comprise the combined income
statement, the combined statement of comprehensive income, the combined balance sheet as at
December 31, 2018, the combined cash flow statement and the combined statement of changes
in equity for the financial year from January 1 to December 31, 2018, and the notes to the
Combined Financial Statements, including a summary of significant accounting policies for the
group of consolidated companies listed in note 3 "Consolidation" of the notes to the Combined
Financial Statements (the REWE Group). In addition, we have audited the Combined
Management Report of the REWE Group for the financial year from January 1 to December

31, 2018.

In our opinion, on the basis of the knowledge obtained in the audit,

e the accompanying Combined Financial Statements comply, in all material respects, with the IFRSs
as adopted by the EU and, in compliance with these requirements, give a true and fair view of
the assets, liabilities, and financial position of the REWE Group as at December 31, 2018, and of
its financial performance for the financial year from January 1 to December 31, 2018, and

e the accompanying Combined Management Report as a whole provides an appropriate view of
the REWE Group's position. In all material respects, this Combined Management Report is
consistent with the Combined Financial Statements, complies with German legal requirements
and appropriately presents the opportunities and risks of future development.

Pursuant to § [Article] 322 Abs. [paragraph] 3 Satz [sentence] 1 HGB [Handelsgesetzbuch:
German Commercial Code], we declare that our audit has not led to any reservations relating to
the legal compliance of the Combined Financial Statements and of the Combined Management
Report.

Basis for the Audit Opinions

We conducted our audit of the Combined Financial Statements and of the Combined
Management Report in accordance with § 317 HGB and in compliance with German Generally
Accepted Standards for Financial Statement Audits promulgated by the Institut der
Wirtschaftspriifer [Institute of Public Auditors in Germany] (IDW). Our responsibilities under
those requirements and principles are further described in the "Auditor's Responsibilities for
the Audit of the Combined Financial Statements and of the Combined Management Report"
section of our auditor's report. We are independent of the group entities included in the
Combined Financial Statements in accordance with the requirements of European law and
German commercial and professional law, and we have fulfilled our other German professional
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinions on the

Combined Financial Statements and on the Combined Management Report.
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Reference to another matter

We refer to the statements made by the executive directors in section 1 "Basic Principles” of the
notes to the Combined Financial Statements and the section entitled "Group Structure" of the
Combined Management Report, which present that the REWE Group comprises two
independent combines with REWE-ZENTRALFINANZ eG, Cologne, (RZF) and REWE - Zentral-
Aktiengesellschaft, Cologne, (RZAG) as the respective parent companies. The consolidated
financial statements and group management reports of these two corporate groups as at
December 31, 2018 have been combined on a voluntary basis into a single set of financial
statements ("Combined Financial Statements") and management report ("Combined
Management Report"). To that extent, the Combined Financial Statements and the Combined
Management Report relate to the REWE Group as a whole and not to the individual combines

with their respective parent entities and subsidiaries.

This does not affect our audit opinions on the Combined Financial Statements and the Combined

Management Report.

Other Information

The executive directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft
are jointly responsible for the other information.

The other information comprises further the remaining parts of the annual report obtained by
us prior to the date of this audit opinion - excluding cross-references to external information -
with the exception of the audited Combined Financial Statements, the audited Combined
Management Report and our auditor's report.

Our audit opinions on the Combined Financial Statements and on the Combined Management
Report do not cover the other information, and consequently we do not express an audit opinion

or any other form of assurance conclusion thereon.

In connection with our audit, our responsibility is to read the other information and, in so doing,

to consider whether the other information

e is materially inconsistent with the Combined Financial Statements, with the Combined
Management Report or our knowledge obtained in the audit, or

e otherwise appears to be materially misstated.

Responsibilities of the Executive Directors for the Combined Financial Statements and the
Combined Management Report

The executive directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft
are jointly responsible for the preparation of the Combined Financial Statements that comply, in
all material respects, with IFRSs as adopted by the EU and that the Combined Financial
Statements, in compliance with these requirements, give a true and fair view of the assets,
liabilities, financial position, and financial performance of the REWE Group. In addition the
executive directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft are

jointly responsible for such internal control as they have determined necessary to enable the
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preparation of Combined Financial Statements that are free from material misstatement,

whether due to fraud or error.

In preparing the Combined Financial Statements, the executive directors of REWE-
ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft are jointly responsible for assessing
the REWE Group's ability to continue as a going concern. They also have the responsibility for
disclosing, as applicable, matters related 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 REWE Group or to cease operations, or there is no realistic alternative but to do so.

Furthermore, the executive directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-
Aktiengesellschaft are jointly responsible for the preparation of the management report that as a
whole provides an appropriate view of the REWE Group's position and is, in all material
respects, consistent with the Combined Financial Statements, complies with German legal
requirements, and appropriately presents the opportunities and risks of future development. In
addition, the executive directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-
Aktiengesellschaft are jointly responsible for such arrangements and measures (systems) as
they have considered necessary to enable the preparation of a Combined Management 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 Combined Management Report.
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Auditor’s Responsibilities for the Audit of the Combined Financial Statements and of the

Combined Management Report

Our objectives are to obtain reasonable assurance about whether the Combined Financial
Statements as a whole are free from material misstatement, whether due to fraud or error, and
whether the Combined Management Report as a whole provides an appropriate view of the
REWE Group's position and, in all material respects, is consistent with the Combined Financial
Statements and the knowledge obtained in the audit, complies with the German legal
requirements and appropriately presents the opportunities and risks of future development, as
well as to issue an auditor's report that includes our audit opinions on the Combined Financial

Statements and on the Combined Management Report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with § 317 HGB and in compliance with German Generally Accepted Standards for
Financial Statement Audits promulgated by the Institut der Wirtschaftspriifer (IDW) will always
detect a material misstatement. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these Combined Financial Statements and this

Combined Management Report.

We exercise professional judgment and maintain professional skepticism throughout the audit.
We also:

e |dentify and assess the risks of material misstatement of the Combined Financial Statements and
of the Combined Management Report, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our audit opinions. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit of the Combined Financial
Statements and of arrangements and measures (systems) relevant to the audit of the Combined
Management Report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an audit opinion on the effectiveness of
these systems.

e Evaluate the appropriateness of accounting policies used jointly by the executive directors of
REWE-ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft and the reasonableness of
estimates made jointly by the executive directors of REWE-ZENTRALFINANZ eG and REWE -
Zentral-Aktiengesellschaft and related disclosures.

e Conclude on the appropriateness of the executive directors of REWE-ZENTRALFINANZ eG and
REWE - Zentral-Aktiengesellschaft use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the REWE Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in the auditor's
report to the related disclosures in the Combined Financial Statements and in the Combined
Management Report or, if such disclosures are inadequate, to modify our respective audit
opinions. Our conclusions are based on the audit evidence obtained up to the date of our

Page 191



auditor's report. However, future events or conditions may cause the REWE Group to cease to be
able to continue as a going concern.

e Evaluate the overall presentation, structure and content of the Combined Financial Statements,
including the disclosures, and whether the Combined Financial Statements present the
underlying transactions and events in a manner that the Combined Financial Statements give a
true and fair view of the assets, liabilities, financial position and financial performance of the
REWE Group in compliance with IFRSs as adopted by the EU.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the REWE Group to express audit opinions on the Combined Financial
Statements and on the Combined Management Report. We are responsible for the direction,
supervision and performance of the audit of the REWE Group. We remain solely responsible for
our audit opinions.

e Evaluate the consistency of the Combined Management Report with the Combined Financial
Statements, its conformity with German law, and the view of the REWE Group's position it
provides.

e Perform audit procedures on the prospective information presented jointly by the executive
directors of REWE-ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft in the Combined
Management Report. On the basis of sufficient appropriate audit evidence we evaluate, in
particular, the significant assumptions used jointly by the executive directors of REWE-
ZENTRALFINANZ eG and REWE - Zentral-Aktiengesellschaft as a basis for the prospective
information, and evaluate the proper derivation of the prospective information from these
assumptions. We do not express a separate audit opinion on the prospective information and on
the assumptions used as a basis. There is a substantial unavoidable risk that future events will
differ materially from the prospective information.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

Cologne, 7 May 2019

PricewaterhouseCoopers GmbH
Wirtschaftspriifungsgesellschaft

Jorg Sechser Matthias Kirschke
Wirtschaftspriifer Wirtschaftspriifer
(German Public Auditor) (German Public Auditor)
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