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the picture on the cover page shows a bundle 
of thousands of fibers which are found in every 
dialyzer, the core of the artificial kidney.

Operating data
$ in millions 2007 2006 change 

net revenue

earnings before interest and taxes,  
depreciation and amortization (ebItda) 
earnings before interest and taxes (ebIt) 
net income
net cash flow from operating activities
free cash flow1

capital expenditure (net)
capital expenditure including acquisitions
proceeds from divestitures
 
data per share

earnings per ordinary share ($)
dividend per ordinary share (€)
 
Key ratiOs (in %)

ebIt margin 
ebItda margin 
equity to assets
 
Other data

employees (full-time equivalents) 
patients
clinics
treatments (in millions)

 9,720
  

1,943
 1,580
 717

1,200
651
549
900

 30
 

 2.43

 0.54

 

 16.3

 20.0
 39.3
 

 61,406

 173,863
2,238

 26.4

Key fIgures 2007

1 before acquisitions and dividends

 8,499
  

1,627
 1,318
 537
 908

458
 450
 4,766
 516
 

 1.82
 0.47
 

 15.5
 19.1
 37.3
 

 56,803
 163,517

2,108
 23.7

 14 %
  

19 %
 20 %
 34 %
 32 %

42 %
 22 %
 
 

 33 %
 15 %
 

 
 
 
 

 8 %
 6 %
 6 %

11 %

net revenue 

all figures in this report are stated in u.s.-$ and in conformity with u.s. gaap, if not indicated otherwise. 
unless specified, all charts refer to fiscal year 2007. for more details please look to the 5-year summary at the end of the financial report.

$ in millions

2007 9,720

2006 8,499

net inCOMe
$ in millions

2007 717

2006 537

 

earnings per share 
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2006 1.82

 

 



c
o

rpo
ra

te repo
r

t

More than three decades of experience in dialysis, innovative research, the 
global leader in dialysis services and products – that is fresenius Medical 
care. patients with kidney disease can now look ahead with much more 
confidence thanks to our innovative technologies and treatment concepts. 
We give them a future, one that offers them the best-possible quality of life.

We use the increasing demand for modern dialysis methods to our advan-
tage and work consistently to enhance the company’s growth. together 
with our employees, we focus on pursuing strategies that will enable us to 
uphold our technological leadership. as a vertically integrated company, we 
offer products and services for the entire dialysis value chain. the highest 
medical standards are our benchmark. this is our commitment to our  
patients, our partners in the healthcare system and our investors, who trust 
in the reliable performance and the future of fresenius Medical care. 
    
our vIsIon
creating a future worth living. for people. Worldwide. every day.  
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Fresenius MediCal Care – glObal presenCe

patients  173,863
clinics  2,238
treatments (in millions) 26.44

Fresenius Medical Care Worldwide
north america, International

patients  121,431
clinics      1,602
treatments (in millions)   18.45

patients  52,432
clinics      636
treatments (in millions) 7.99

Fresenius Medical Care north america
u.s., canada, Mexico

Fresenius Medical Care international
europe, africa, Middle east, latin america, asia-pacific

MarKet share in MajOr prOduCt grOups 2007
( Internal estimates ) position Market share

dialyzers
dialysis machines
Hemodialysis concentrates
tubing systems
peritoneal dialysis products

number 1
number 1
number 1
number 1
number 2

 > 40 %
 > 50 %
 28 %
 28 %
 18 % 
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Dear ladies and gentlemen, [Handschriftlich]

I am pleased to inform you once again that despite some significant challenges  
we delivered a highly successful financial year. We achieved record revenue and 
earnings. 

Our revenue in 2007 increased by 14 % to $ 9.7 billion and our net income for the 
year saw even stronger growth, up by 34 % to $ 717 million. This means we have 
surpassed the goals we set ourselves at the beginning of 2007.

We experienced strong organic growth in our existing business activities in all  
regions and especially in the International business segment. Furthermore,  
we continued to enhance our business through targeted acquisitions, particularly 
in Asia. Among our most important acquisitions last year were a clinic chain  
in Taiwan and a production site in China. After North America, Europe and Latin 
America, we are now also the largest provider of dialysis services in Asia. 

In 2007, we purchased the company Renal Solutions, Inc. ( RSI ) – a further prom
ising acquisition and an important step towards expanding our technology leader
ship in the highgrowth area of home dialysis. This affords us the opportunity  
to have a sustained leading position in products for home and acute dialysis. In  
addition, the combination of our dialysis technology and RSI’s knowhow makes  
it possible to develop innovative products such as a wearable artificial kidney. 

At the same time, as these activities illustrate, we still have our sights set firmly on 
our groundbreaking growth strategy GOAL 10. This strategy defines four paths  
to further bolster our position in the future dialysis market: in addition to the  
aforementioned home dialysis, they include continued organic growth, the acqui
sition of clinics in rapidly growing or strategically interesting regions, and the  
horizontal expansion of our business model in the area of renal pharmaceuticals. 
This growth strategy will boost our success across a wider spectrum of the  
worldwide dialysis market and enable us, as the leading player, to grow even  
more strongly than the dialysis industry. In my view, we are on a promising path  
towards achieving our longterm goals.



As in the previous years, we would like to share our success with you, our share
holders. Therefore, we will propose a dividend increase of around 15 % at the  
Annual General Meeting, raising the dividend to € 0.54 per ordinary share and  
to € 0.56 per preference share. This would be the eleventh consecutive dividend 
increase and would mean that the dividend has risen in every year in the history  
of our company. 

In June 2007, we carried out the 1:3 share split resolved by the Annual General 
Meeting. The total value of the Company’s shares for our shareholders remained 
unaffected. Our aim in carrying out the split was to promote trading in Fresenius 
Medical Care’s shares and to make them attractive for a wider group of investors.  
I am firmly convinced that we have achieved these aims. The fact that the average 
daily trading volume of our shares rose by more than a quarter yearonyear just 
goes to prove this. For more information, please refer to the section “To our 
shareholders” beginning on page 33 of the corporate report.

As you can see, 2007 proved to be both a challenging and successful year for  
Fresenius Medical Care. But we are not resting on our position as the global  
leader in renal therapy. We intend to continue to offer our patients and partners 
firstrate dialysis therapies and products and thus uphold our leading position  
in the worldwide dialysis market – a market in which growth in patient numbers is 
outpacing the increase in personal and financial healthcare resources. We see it  
as our task to find a solution to this problem, so that we can continue to provide 
a growing number of people with highquality treatment.

Our ability to innovate is therefore an essential – if not the most important –  
factor for the future success of our company. The motto for this annual report is 
therefore “Innovations for Life”. On the first pages of the corporate report,  
we show you how Fresenius Medical Care embodies innovation and how this  
influences everyday life in our company. And all this with one goal in mind: to  
offer highquality and affordable treatment for dialysis patients.



We have also set ourselves high financial targets for the current year. In 2008, we 
intend to boost our revenue by more than 7 % to over $ 10.4 billion. We expect  
net income to be between $ 805 million and $ 825 million. This would represent a 
substantial increase of 12 % to 15 % compared to 2007. Our detailed outlook on 
Fresenius Medical Care’s expected business performance can be found from page 119 
onwards of the corporate report.

Finally, I would like to extend my heartfelt thanks to you, the shareholders of  
Fresenius Medical Care, for your trust and support. I would also like to express my 
gratitude to our employees around the world, my colleagues on the Manage
ment Board and the members of the Supervisory Board. Together, we can conti
nue to grow, shape the future and develop innovations for life as the world’s 
leading dialysis company. 

 
Dr. Ben Lipps
Chief Executive Officer
Chairman of the Management Board
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PolYsUlfone fIBer

the picture on the cover page shows fibers 
through which the patient’s blood flows. each 
fiber is only a quarter of a millimeter thick –  
not much more than a human hair.

as a prelude to each chapter of the annual  
report, one aspect of polysulfone fiber, which  
is used in our dialyzers, will be discussed briefly:  
the volume produced annually, the layout of  
the fibers inside the dialyzer, the diameter, the 
pore size and the transport mechanisms.

tHInGs WortH KnoWInG aBoUt PolYsUlfone fIBer

Content
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Each of our tEchnological and thErapEutic  
innovations hElps makE thE livEs of pEoplE 
around thE globE who arE dEpEndEnt on dialysis  
morE plEasant. 

this is why most of our EnErgy goEs to this  
onE goal, and it is this aspiration that has madE 
us thE tEchnology lEadEr in dialysis thErapy  
and dialysis products. that doEs not mEan wE  
arE satisfiEd, far from it. EvEn whEn you rEach 
thE top, thErE is always morE to improvE.

[innovations for lifE ]

improving quality  
of life – no goal is  
more inspiring. 



clEaning fibErs

a bundle of 10,000 hollow fibers on average makes 
up the core of the dialyzer, the artificial kidney.  
the fiber walls contain pores through which toxins 
are filtered from the patient’s blood. the size of the 
pores matches the diameter of the toxic molecules. 



it’s sensational: fresenius medical care’s plant in ogden, utah, produced no less than 77 mil-
lion miles of polysulfone fiber last year, enough to wrap 3,100 times around the world or 
more than 160 times back and forth between the earth and the moon. and what’s more, the 
fiber is hollow. fresenius medical care needs these hollow fibers to make dialyzers. together 
with dialysis machines, these are the core component of renal replacement therapy. of the 
500 million dialyzers manufactured by fresenius medical care so far, more than 200 million 
have been made in both, ogden and st. wendel, germany.  

the patient’s blood runs through these fibers, where toxins and waste elements are filtered 
out. in this context, quality is a matter of life and death, not just in therapy, but as early as  
at the production stage. this is especially true as both the company and the demand for  
dialyzers are continually growing. “the real challenge is to maintain our very high standards 
regarding quality while continuously ramping up production figures,” says matt wybrow, 
who is in charge of quality management in ogden. as management at ogden has long real-
ized, quality is not something that can be mandated from the executive suite. rather, efforts 
must be made to ensure that staff at all levels develop a consistently high awareness of  
quality. “here in ogden, we have elaborated a condensed version of the company’s quality 
policy. we call it the abcs of quality,” says wybrow. “a as in a team, that is to say the staff 
here in ogden, b as in best quality, c as in continuously improve.” the logic behind this  
bare-bones variant of fresenius medical care’s quality policy: “we want everyone here to  
embrace the message it contains and communicate it to others.”

this continuous and joint search for better solutions is one of the reasons why fresenius  
medical care has succeeded again and again in pushing the limits of production technology 
ever further. “one of our aims is to make the pores in the fiber wall a bit wider,” says wybrow. 
so what’s so hard about that? “the catch is that there is an upper limit to pore size. if they 
are too wide, they will let through vital proteins that need to stay in the patient’s blood, and 
not just the waste that we want to extract.” in other words, it’s about increasing the average 
size of the pores, but not the maximum size. how do you do that? “basically, it means that 
you need to make the variation between your average and your actual pore size in the fiber 
wall as small as possible.” this implies that the spinning process which is used to make the 
fiber needs to be even more precise. conventional machinery proved to be inadequate for this, 
so engineers at fresenius medical care’s facilities in ogden and in st. wendel, germany, set 

fresenius medical care 2007
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polysulfone fiber 
production
  matt WybroW
  [dirEctor Quality managEmEnt  ]

tEchnology innovation:

intErviEw with:
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matt wybrow 
matt wybrow (52) is the Quality systems director of fresenius medical 
care’s ogden plant, the company’s largest dialyzer manufacturing  
facility. mr. wybrow has been with fresenius medical care for 25 years. 
he honed his skills as a sterilization Engineer and was the senior  
manager of technical service before moving to his current position  
with the Quality department.



about designing their own equipment. they finally came up with a new production process. 
“our nano-controlled spinning (ncs) process enables us to make modern polysulfone fiber. 
and it has paid off: patient survival after two years increased by no less than 10 %. this is 
what is so beautiful about our work: it’s not just good for business, it actually saves people’s 
lives,” says wybrow. 

to say that ncs is an intricate process would be an understatement. after all, it involves  
spinning nozzles that mix two different polymers, one impermeable to water, the other  
permeable – and the two polymers are spun together to create a product with just the right 
size of pore. in addition, the molecules that make up the fiber need to have a certain surface 
structure so that they interact with the molecules in the blood as intended. and finally, the 
fiber is given a wave shape so that dialysis fluid can flow along and between them even when 
they are bundled closely together inside the dialyzer. and of course, throughout the process, 
the fiber needs to remain not just sterile, but antipyrogenic. “antipyrogenic means that 
something is not just free of germs that might cause diseases, but that it is also virtually  
free of germ debris. it is this debris which causes fever, hence the term pyrogenic,” explains 
matt wybrow, “and the last thing a dialysis patient needs is fever.” 

improved production processes thus help make better products. the second part of the  
challenge in ogden is to raise production figures without compromising quality. “we used  
to work on a trial-and-error basis: we would increase production output and wait to see  
what the statistics department would tell us about our quality. that simply took too long  
and caused too much waste, which is why we introduced what is known as lean six sigma. 
this is a sophisticated quality management system that does not stop at department and  
hierarchy lines.” however, the real innovation was not so much the management method  
itself: “what matters is the cultural change: this is both a top-down and a bottom-up pro-
cess,” says wybrow. he considers this to be a special challenge: “we have always had good 
people here in production, and we wanted to involve them more. to make that happen,  
it is important to raise their job satisfaction and ensure that people feel valued, as well as  
improving communication channels.” this also involved taking a closer look at basic and  
advanced training.”our managers now have more leeway in controlling production.” this 
means that now, instead of waiting for someone to ask them for information, they post  
important figures on information boards that are visible to everyone on the production floor. 
blue lights also alert staff to irregularities so that these can be fixed at the source. 

it seems to be working: “in 2007, ogden had a great year,” says wybrow, “we started a new 
product line and added two fiber lines and a dialyzer line, increasing overall capacity by 30 %. 
over the last ten years, we have reduced our error rate by 90 %, while at the same time 
boosting quantity and quality.”

technology innovation 

fresenius medical care 2007
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[1 ]
fiber spinning line

[2 ]
cutting of fiber bundles

[1 ]

[2 ]
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the core of a dialysis machine is the dialyzer, which holds several thousand strands of fiber. the patient’s 
blood runs through the inside of these fibers, while so-called dialysis fluid flows along the outside in the 
opposite direction. waste and toxins leave the patient’s blood through pores in the fiber’s walls and are 
carried away by the dialysis fluid. a dialysis session will take mostly three to five hours. during this time, 
a patient’s blood is pumped through the dialyzer several times, with up to 150 liters of dialysis fluid  
being pumped in the opposite direction.  

littlE porEs, largE impact

hollow fibErs

Each fiber is about as thick as a human hair, but  
hollow inside so that blood can flow through.  
during production, the fibers are given a wave 
shape. this ensures that there is clearance between 
them even when they are bundled inside the dialyzer. 
this maximizes the fiber surface that the fluid flows 
along, which in turn increases treatment efficiency.

 

 
mEmbranE

the fibers are made up of a combination of two 
polymers: polysulfone and polyvinylpyrridon. 
these two substances are spun together to form 
a material with pores of a precisely defined size. 
the pores’ maximum size is determined by the size 
of albumin molecules which are to remain in the 
patient’s bloodstream. their diameter must not 
exceed the size of these molecules, but otherwise 
should be as close to this as possible as it has 
been found that the larger the average size of  
the pores, the more successful dialysis is. 

surfacE

the most recent move to improve the quality of 
dialysis involves raising the average pore diameter 
from 3.1 to 3.3 nanometers (one nanometer is one 
millionth of a millimeter). in addition, the fiber’s 
surface needs to have a certain nanostructure to 
ensure that the fiber and the patient’s blood inter-
act as intended. to enable this, the fiber’s surface 
needs to be modeled at the level of individual 
molecules. fresenius medical care developed the 
production process for doing this as well as the 
attendant equipment. 



rEliablE numbErs 

the body composition monitor is a breakthrough: it 
is the first standard device that can measure a dialysis 
patient’s absolute hydration level. the relationship 
between hydration and blood pressure provides a 
crucial indication of a patient’s health and physical 
condition.
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as its name suggests, the bcm analyzes the body’s composition. to do so, it determines the 
amount of the substance that constitutes the largest part of our body, and that is water.

Exactly. it shows your level of hydration, that is to say, the percentage of water compared to 
your body weight.  

having too little water in your body isn’t just harmful, it can even be fatal. when we dehy-
drate, the function of body cells can be severely reduced. on the other hand, having too 
much water in your body can be just as dangerous. overhydration means your heart muscle 
needs to pump harder and harder until it finally wears out. 

no, unfortunately, it isn’t so easy. doctors use various methods to approximately determine 
the level of hydration. however, our research has shown that the results obtained in this  
way are all too often wide off the mark. sometimes they are too high, sometimes too low. 
that in turn means that most of these methods are not just fruitless, but can be misleading.

in healthy individuals, the kidneys regulate the body’s liquid balance and discard excess fluid  
if necessary. if the kidney’s function is impaired or even fails, excess fluid accumulates in the 
body tissue. 

usually it does. during dialysis, excess fluid is removed from the body, blood is filtered and  
returned. at the beginning of each dialysis session, the amount of water to be removed  
from the body is pre-set. the difficulty in practice is determining exactly the right amount to 
prevent both over- and underhydration effectively.

theoretically, you could do it step by step, removing, say, one liter of fluid, then seeing how 
the patient feels, then one more liter and so on. sometimes, it’s actually done that way,  
but this can be quite an uncomfortable process for the patient, and it can yield incorrect  
results, too.

 in 2007, frEsEnius mEdical carE brought
thE body composition monitor (bcm) 
onto thE markEt. what is it for?

 so thE bcm tElls mE how much watEr 
is in my body?

 why is that so important?

 can’t a doctor tEll my statE of 
hydration simply by wEighing mE? 

 why is a company likE frEsEnius 
mEdical carE involvEd in hydration 
mEasurEmEnt at all?

 but doEsn’t dialysis rEmovE 
ExcEss watEr?

 why is this so difficult?

body composition
monitor
paul chamney
 [rEsEarchEr ]

product innovation:

intErviEw with:
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if you remove a certain amount of water, the patient may collapse from apparent dehy dration, 
but in reality, he may still be overhydrated. that’s because fluid in a body does not simply sit  
in a container, waiting to be drained. rather, fluids are stored all over the body, so that the 
speed at which they can drain off varies widely. 

Exactly. for the trial and error method to work, the patient would ideally have to sit through 
many hours of treatment, if not several days, which is clearly unfeasible. this is why nephrolo-
gists have long dreamt of determining absolute levels of hydration, and not only relative ones.

yes. the bcm basically measures the body’s electrical conductivity. in approximate terms, the 
more fluid there is in a body, the better it will conduct electricity. 

the real breakthrough was determining the “normal” level of hydration. we did this using  
a sophisticated model of current flow through cells. we then compared the results with  
conductivity measurements obtained from several thousands of test participants, including 
world-class athletes. over about eight years of hard work, we managed to put together an 
algorithm that converts conductivity measurements into absolute levels of hydration. 

it’s really quite simple. the doctor or nurse attaches one pair of electrodes to the patient’s 
foot and another to the hand. they then switch on the bcm, which sends a very weak  
current through the patient’s body, so weak that the patient doesn’t feel a thing. this lasts  
for about ten seconds, then the bcm shows the results. 

that’s right. the machine is programmed with the amount of fluid to be removed from the 
body. again, this is nothing new, but in the past, it was basically done following the “hit and 
miss” principle.

we would like to think that the bcm will indeed end up on most doctors’ desks. in fact, our 
hope is that, in the future, doctors will not just measure your blood pressure as a matter of 
routine, but your hydration level, too. in this way they can help to prevent kidney damage. 
our bcm machines allow combined analysis.

 how can that bE?

 so, using thE mEthod just dEscribEd,
you could drain fivE litErs of fluid
and thE patiEnt would fEEl unwEll
EvEn though thErE might still bE,  
ExcEss fluid in thE body?

 and thE bcm doEs that?

 that makEs sEnsE. so why hasn’t
anyonE triEd to invEnt somEthing 
likE thE bcm bEforE?

 so how difficult is it to mEasurE
hydration with thE bcm?

 that rEally doEs sound simplE. 
and thEn thE dialysis machinEs can 
bE programmEd accordingly?

 so do you ExpEct thE bcm to 
catch on Quickly?



paul chamnEy
paul chamney (38) is a biomedical engineer. together with his  
colleagues, he spent more than eight years developing the body  
composition monitor. additionally, he continues to explore new  
therapy options to further improve dialysis treatment. mr. chamney 
spends every other week in bad homburg, his principal residence  
is hertfordshire in the uk.
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comparing hydration levels with blood pressure readings can provide valuable support for diagnosis. 
however, in the past, it was only possible to determine a patient’s relative level of hydration and not the 
absolute water content. consequently, overhydration could not be treated effectively because there was 
always the risk of removing either too much or too little water from the patient’s body. with fresenius 
medical care’s body composition monitor, a patient’s absolute hydration level can now be measured 
within the space of about ten seconds. all this involves is the placement of a pair of electrodes to a  
patient’s hand and foot. depending on the measurements generated, patients are assigned to one of 
the four quadrants in the diagram shown on the right.   

blood is thickEr than watEr 

Quadrant i

patients with values in the top left quadrant have high blood pressure in conjunction with low hydration. 
if the patient’s fluid intake is in the normal range, these readings indicate that his kidneys are healthy,  
as excess fluid is removed successfully. the patient’s high blood pressure therefore most likely has a  
different cause, such as high stress levels or arteriosclerosis. in this case, a nephrologist would probably 
advise the patient to consult a cardiologist.

 
Quadrant ii

kidney disease usually leads to overhydration; the heart has to work harder, which in turn causes  
hypertension. the readings of patients with these symptoms are located in the top right quadrant. the 
bcm therefore also helps to guard against kidney disease: simultaneous high readings of blood pressure 
and hydration can be an early sign of an impaired kidney function; the physician can intervene early  
with strategies to remove overhydration reducing extra stress on the heart.

 
Quadrant iii

measurements that are in the area marked “n” represent normal hydration. patients with readings in  
the lower left quadrant have both low blood pressure and low hydration. dialysis patients, by contrast, 
typically show higher readings in both blood pressure and hydration. however, as long as these values 
stay in the area marked “dx”, patients’ quality of live is significantly improved.

Quadrant iv

patients with readings in the lower right quadrant may in the past have been treated for kidney disease 
because they were obviously overhydrated. in fact, however, they might be suffering from a heart condi-
tion that can be much more dangerous than their kidney affliction. this would have gone unrecognized 
in the past because measuring blood pressure alone would have generated low values and the patient 
would have been considered healthy. however, low blood pressure in conjunction with overhydration 
can be a sign that the heart has worn out over the years as it has had to pump too much fluid. in these 
cases, low blood pressure can be a sign of heart failure. here, again, the nephrologist may well refer the 
patient to a cardiologist. thanks to the correct diagnosis, it should then be possible to lower the patient’s 
hydration levels and thus relieve his heart of the excess strain (see case study on the right ). the patient’s 
heart can even recover sufficiently so that, even if it is not able to regain its former strength, at least the 
patient can enjoy increased freedom of movement.  
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Quadrant iv shows the measurements of a 73-year-old male dialysis patient with heart problems  
over the course of one year. initially, the physician diagnosed extreme overhydration in conjunction  
with very low blood pressure using the bcm. twelve months later, all the patient’s readings are in  
the area considered normal for dialysis patients (dx). the success of the treatment not only freed  
the patient from the acute danger of heart failure, it also allowed him to recover a large part of his  
independence in everyday life.

casE study: patiEnt with hEart problEms
patiEnt: 73 yEars; malE
pEriod of trEatmEnt: 2006 novEmbEr – 2007 novEmbEr
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addEd comfort 

the 5008 series is our newest generation of  
dialysis machines. it offers online-hemodiafiltration 
(online-hdf) as a standard feature. online-hdf is  
a particularly efficient form of dialysis.
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thErapy innovation:

intErviEw with:

sometimes, progress is invisible. “the patient can’t tell we’re applying this new technology,” 
says dr. josé vinhas, “at least not right away.” dr. vinhas is medical director at fresenius  
medical care’s dialysis clinic in setúbal, portugal, and the new technology he is speaking  
of is fresenius medical care’s 5008 dialysis machine. on the face of it, it’s just a normal  
dialysis machine. “and that’s an advantage,” comments dr. vinhas. “patients can stick to 
their established routine. nothing changes for them as far as the process is concerned.  
the pro gress is behind the front plate of the machine, so to speak.” 

until now, renal replacement therapy has been dominated by conventional hemodialysis. “in 
conventional dialysis, the patient’s blood runs along a semi-permeable membrane through 
which small molecules of metabolic waste can seep out into the dialysis solution which flows 
on the outside of the membrane in the opposite direction. the dialysis solution washes the 
waste and the toxins out of the bloodstream,” explains dr. vinhas. this therapy prevents the 
build-up of urea, to name just one harmful substance, inside the patient’s body. in healthy  
individuals, urea is discarded by the kidney. but when renal disease impairs this function, urea 
can rise to life-threatening levels, making dialysis an imperative. 

over the past decades, dialysis has become a firmly established practice. so why innovate? 
 “while we can treat patients with kidney failure fairly well today, the illness still causes a lot  
of discomfort, and patients’ life expectancy is much lower than that of healthy individuals.  
dialysis patients are also often prone to other diseases, but are less able to fight them off  
successfully.” currently, the five-year survival rate among dialysis patients is only at about 
30 %. besides diabetes, renal patients often suffer from cardiovascular problems. the reasons 
for this are not yet well known, but observational evidence suggests that conventional dialysis 
removes only part of those substances from the blood that may be harmful to the patient. 
 “fortunately, most toxins have a relatively small molecular weight and can be removed very  
effectively using conventional hemodialysis. for toxic substances with a middle molecular 
weight, however, this is not the case, and the dialysis industry has long been looking for  
effective methods to filter them out of the bloodstream as well,” says dr. vinhas. these  
substances include toxins as well as organic waste, which make the heart work much harder  
simply because of their weight and bulk. as some vital substances such as hemoglobin,  
the red particles in the blood, also have middle to large molecular weight, researchers face  
a particular challenge. any new therapy would ideally need to separate the “good” from  
the “bad” substances. 

online-hemo- 
diafiltration
dr. José vinhas [doctor ]
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dr. josé vinhas
dr. josé vinhas (54) is medical director at the setúbal clinic in portugal, which 
provides dialysis treatment to more than 160 patients three times per week. 
dr. vinhas heads a team of 34 nurses and technicians. the nephrologist has 
worked for fresenius medical care since 1983, and shares the company’s vision 
of offering first-rate dialysis therapy.



a technology called hemodiafiltration, or hdf for short, does exactly that. it involves forcing 
the blood through a filter by applying considerable pressure. sophisticated physical and 
chemical procedures ensure that vital molecules stay inside the bloodstream while the majority 
of harmful ones are discarded. so why has hemodiafiltration been used so tentatively? “until 
now, hdf has involved using large amounts of special fluid, which is hugely expensive and 
also difficult to apply. in addition, hospitals needed to install and maintain special machines for 
hdf, which in some cases were impossible simply due to a lack of space,” explains dr. vinhas.

fresenius medical care’s 5008 series represents a breakthrough in more than one respect.  
for one thing, it is a multi-functional machine, which can be used for conventional dialysis as 
well as for hdf. secondly, the fluid required for hdf can now be prepared inside the machine 
even when it is in operation, hence the term “online-hdf”. “the 5008 is a great innovation 
because we can now do hdf without changing bags of liquid,” enthuses dr. vinhas. in the 
u.s., fresenius medical care is currently in the process of evaluation with the fda (food and 
drug administration) to introduce online-hdf using the 2008 machine, which is marketed in 
this region, as a platform.

 “we now have the technological basis to conduct clinical tests. once the method has been 
validated and documented, i am sure market success will follow fast,” says dr. vinhas con-
fidently. “online-hdf has the potential to further improve patients’ lives and raise their life  
expectancy. this is why we want to apply it as often as we can – the sooner the better.” 

the 5008’s designers not only hope that the machine will make patients feel better and  
live longer. they also want to make dialysis less onerous. “being able to do conventional  
hemodialysis and online-hdf on one machine means we may get to a point where we can 
also reduce what we call intradialytic complications. these include all kinds of discomfort  
patients might experience during a dialysis session, for example pruritus and muscle cramps.” 
after all, despite the progress that has been made, kidney failure is unfortunately still a  
highly unpleasant condition. luckily, however, the 5008 is bringing about a paradigm shift 
that may fundamentally change the destiny of these patients for the better.

therapy innovation 
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kidneys fulfill many vital functions: they discard metabolic waste, regulate the body’s water balance, play 
an important role in maintaining our electrolyte and acid-base balance, and influence blood pressure, 
among others. if the kidneys stop working, a patient’s life is in danger.

since the 1960s, renal patients have been treated with hemodialysis. today, this is the most important renal 
replacement therapy as measured by the number of patients treated. it removes various waste substances 
from the patient’s blood, foremost among them urea. in healthy patients, the kidney is responsible for 
breaking down this substance. when this organ fails, urea accumulates in the body, which can lead to  
fatal poisoning. in such cases, only a therapy that substitutes the kidney’s function can help.

in hemodialysis, the patient’s blood is passed through a filter called a dialyzer, also known as the artificial 
kidney, which cleans the blood of urea and other unwelcome substances. the filter is made up of several 
thousand hollow fibers, each of them almost as thin as a human hair. these serve as conduits for the  
patient’s blood. the fibers have pores about the same size as the diameter of the molecules to be removed 
from the blood. so-called dialyzer fluid flows around the outside of the fibers in the opposite direction, 
picks up the waste substances and carries them off. 

the dialyzer and the dialysis machine make up the therapy system. this is about the size of a refrigerator 
and requires a connection to the water and to the power supply. another essential requisite for hemo-
dialysis is what is known as the vascular access or shunt. this is the artificial connection point to the  
patient’s blood vessels and is usually created in the lower arm. at the shunt, the tubing systems are  
connected through which blood will flow away from the patient and back. during treatment, the dialyzer 
machine automatically monitors the flow of the blood and the dialyzer fluid. it also tracks pressure ratios, 
temperature, dialyzer fluid composition, the pre-set dehydration level and the flow of the anticoagulant 
solution, heparin. should the machine spot an erroneous value, it will notify the operator and, if necessary, 
interrupt the dialysis process. 

a single dialysis treatment lasts about three to five hours and is usually performed three times a week.  
during a session, the patient’s blood flows through the dialyzer nearly 15 times. this ensures that the  
blood is cleaned efficiently and that substances that develop in slow metabolic processes, for example,  
are also removed.

by far the greatest proportion of dialysis treatments is done at specialized dialysis clinics. here, trained  
personnel monitor this complex process. about one patient in ten performs dialysis at home. home  
dialysis usually takes the form of peritoneal dialysis, where the peritoneum, that is to say the abdominal 
membrane, serves as a filter. less frequently, home hemodialysis is performed. this depends not just  
on an adequate room being available for the treatment, but also on having a person at hand that has  
been trained to assist in operating the machine.

a complEx rEplacEmEnt for 
a complEx organ



fo
c

u
s:

 d
ia

ly
si

s



talEnt crEation 

at the fresenius medical care institute of dialysis 
nursing, nurses are trained to become dialysis experts. 
this ensures that patients are taken care of by qualified 
personnel in dialysis clinics.  
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 “they are more than just nurses,” says suzie burford, head of clinical research and Education 
at fresenius medical care asia-pacific, of the first cohort of young women and men who began 
their training at the fresenius medical care institute of dialysis nursing (f.i.d.n.) in january 
2008. what holds true for these first 25 students will doubtlessly also apply to the more than 
300 trainees that the institute expects once it operates at full capacity in 2009. dr. ofelia  
sanchez, academic manager f.i.d.n. philippines, receives numerous applications from highly 
qualified nurses, but only the very best were chosen for the first cohort, as they will serve as 
an example for later cohorts. “all of them are already registered nurses with experience, but 
each one of them is passionate about doing more, learning more and acquiring specialized 
skills in dialysis patient care.”

the institute was founded in 2006. its mission is to train nurses with great potential for work 
on dialysis wards and particularly in the use of dialysis products and the application of mod-
ern patient care concepts. “generally, there is a shortage of nurses with specialized dialysis 
training worldwide as there is very limited access to training in this specialized field,” says 
margie cosio, clinical manager of the model dialysis facility, where the nurses at f.i.d.n. 
complete their practical training. “with the number of patients in need of dialysis treatment 
increasing, we aspire to educate qualified nurses who can become leaders and set the stand-
ards also for future dialysis care,” she adds.

some countries have an abundance of highly qualified, well-trained, English-speaking nurses 
who, unfortunately, have limited or no access to advanced specialized training, and the  
philippines is one of them; hence the idea to establish a training center there. “the f.i.d.n. 
provides an excellent opportunity for nurses with great potential to receive specialized  
training to further develop their career. the aim of the course is to ensure that our trainees 

  training for  
dialysis nurses
 dr. ofelia sanchez
 [acadEmic managEr at thE f.i.d.n.  ]

  margie cosio
 [clinical managEr of thE dialysis unit  ]

  suzie burford
 [hEad of clinical rEsEarch and Education asia-pacific  ]

patiEnt carE innovation:

intErviEw with:
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become adept in using the technology that is state-of-the-art internationally; this will open 
up great career opportunities for them,” emphasizes dr. sanchez. a career in one of the more 
than 2,200 fresenius medical care dialysis clinics, for example. the training is academically 
challenging: “the modules are rigorous, and the examinations are at univer sity level; the 
course is extremely demanding but this ensures that the trainees become top-notch nurses 
that can handle pressure,” says dr. sanchez. 

of course, fresenius medical care provides a service to the public by training nurses; however, 
the institute is by no means a purely altruistic venture: “clearly, the company can benefit 
from our work. trainees learn all that is needed to provide excellent patient care,” says burford, 

“and we know that it is the patients, first and foremost, who decide whether care is ’excellent’ 
or not. if they are satisfied, they might also trust in one of our clinics in future.”

 “our nurses are trained to be resourceful and to make their own decisions. they need to be 
able to help patients, they should understand scientific literature, but they also have to be 
trained to better analyze observational data and the general condition of patients,” says  
margie cosio. “we think patients should not have to wait for someone to come to examine 
them and take their readings. thanks to the comprehensive training program, we can save 
time, enhance treatment quality and, most importantly, improve the patients’ well-being  
and how they experience the care.”

the f.i.d.n.’s twelve-month program combines theory and practice, with the last eight months 
dedicated to clinical training. but even in this phase, nurses are continually accompanied by 
mentors, who provide advice and support. during this phase, the nurses have access to on-
line education that further encourages clinical analysis and application. “we want the nurses 
to be able to effectively communicate in clinical decision-making processes,” says dr. sanchez.

interest in the f.i.d.n. and the training is huge, but places are limited. “so far, we have been 
able to pick the cream of the crop, and we reckon that this won’t change,” says margie cosio. 
she is convinced that in the long run, motivation and dedication will benefit all those involved. 
dr. sanchez thinks so too: “our graduates will wear their qualification from f.i.d.n. proudly, 
because it will be recognized by the patients.” but there is, she thinks, a part of the filipino 
identity that they should preserve by all means: “the willingness to care and help is some-
thing these women and men have been brought up with. we certainly hope they never lose 
this part of their identity.”
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margiE cosio
margie cosio (33) works as clinical manager of the dialysis unit.  
she is a certified renal nurse with seven years experience in dialysis 
(primarily peritoneal dialysis). previously, she gained additional man-
agement experience (clinical and logistics) in a major hemodialysis  
program on the philippines. mrs. cosio has been with fresenius  
medical care since 2001.

dr. ofElia m. sanchEz
dr. ofelia m. sanchez (50) is academic manager at the f.i.d.n. on 
the philippines. she can look back on almost 30 years as a practicing 
nurse. in addition to her academic career, she worked as a hospital 
nurse administrator and gained valuable experience in different areas 
including nephrology, neurology and cardiovascular nursing.
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1. patiEnt profilE and carE of patiEnts with End-stagE rEnal disEasE (Esrd)

prevalence of chronic kidney disease, associated diseases and conditions, anemia, bone disease,  
cardiovascular disease and hormonal changes, psychological effects of and attitudes towards chronic  
illnesses, geriatric nephrology

 
2. principlEs and application of dialysis

Efficiency and adequacy of hemodialysis, biochemistry analysis, fluid management, ideal weight  
determination, latest technologies associated with dialysis, problem-based learning

 
3. pharmacology for profEssional practicE

interaction between drugs and the human body, especially in the treatment of kidney patients;  
antihypertensives and Esrd; pharmaceuticals including cardiac drugs, phosphate binders,  
vitamin d, antibiotics, iron and hemopoietic substances; use of anticoagulant drugs; professional  
responsibilities; problem-based learning; clinical decision-making; patient education

 
4. profEssional practicE and dialysis

dialysis nursing practice, clinical leadership, physical assessment, cannulation and access management, 
infection control and hygiene precautions, practice models in Esrd, long-term care, supporting patients’ 
partners, therapeutic communication, counseling, patient motivation 

 
5. clinical outcomEs practicE and Esrd

constant quality improvement (cQi) in practice, evidence-based practice (Ebp), reading and understand-
ing research-based papers for clinical practice, clinical practice guidelines, clinical auditing in the dialysis 
environment, report writing

 
6. clinical compEtEnciEs and profEssional practicE

participants are examined in a total of 21 so-called clinical competencies comprising component skills 
and knowledge, including chronic hemodialysis, clinical assessment, hemodialysis for highly dependant 
patients, and peritoneal dialysis

the training program at the f.i.d.n. comprises two phases: academic training is first on the timetable, 
followed by practical training. in the academic program, the nurses undertake a “foundations course in 
dialysis”, which lasts four weeks, studying the basics of dialysis. this is followed by a second course 
 “professional dialysis nursing”, which lasts ten weeks, dedicated to clinical leadership combined with 
application of dialysis technologies and principles of practice (see the short syllabus). this program is 
then followed by clinical practice, which lasts eight to twelve months. during this time, the nurses are 
continually monitored by mentors and assessed for clinical competence. 

from rEgistErEd nursE
to dialysis spEcialist within  
twElvE months 

thE profEssional dialysis nursing coursE comprisEs thE following six modulEs:
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thErapy support

in healthy people, excess phosphate as part of a 
balanced nutrition is removed by the kidneys. but  
in renal patients this function is impaired or has  
even completely failed. fresenius medical care has 
now added phoslo, a phosphate binding drug  
that regulates the phosphate level, to its portfolio.
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dr. hofmann: it is true that it has nothing to do with dialysis technology, but it has a lot  
to do with dialysis patients. phoslo has been a part of our product offering since 2006. it’s  
a so-called phosphate binder, and while it may not be an element of the dialysis process  
itself, it is part of the accompanying pharmaceutical treatment. in a normal metabolism,  
excess phosphate accumulates in the body and is discarded by the kidney. a diseased kidney 
cannot do that. we see a huge potential for improving the lives of patients with this and 
other indications.

dr. hofmann: fresenius medical care makes first-class products, which are continually 
being improved. of course patients also benefit from this. but let’s be honest: the treatment 
of kidney patients is still far from being perfect. remember, for instance, that 80 % of them 
suffer from hypertension. this is why it is not enough to simply offer dialysis; what we also 
need to do is take care of concurrent diseases and symptoms, too.

dr. hofmann: of course physicians do their best at all therapeutic levels. however, we as a 
healthcare company have the obligation to provide them with the best available tools. and 
there is another trend we need to take into account: in more and more countries, healthcare 
authorities are starting to contract out dialysis treatment as a package to one single provider. 
these packages, or tenders, include pre- and post-therapy care together with the required 
drugs. this is why we aim to provide the best comprehensive solutions in the field of dialysis, 
tested by ourselves.

maiEr: splendidly. we are already a fully vertically integrated provider, and what we are 
doing now is expanding our portfolio horizontally. in this context, dialysis drugs play an  
important role.

dr. hofmann: this horizontal expansion increases the value-added of our dialysis services. 
we are working on intelligent combinations of products, in other words on integrating them 
and not just accumulating individual products.

 dr. hofmann, mr. maiEr, frEsEnius
mEdical carE has madE an acQuisition 
in a fiEld that is not dirEctly connEctEd
to dialysis tEchnology. why?

 is thE patiEnts’ Quality of lifE 
rEally that bad? 

 don’t physicians alrEady do that?
why is frEsEnius mEdical carE gEtting
involvEd hErE?

 how doEs that fit in with 
thE company’s stratEgy?

renal drugs
dr. Wolfgang  
hofmann 
 [hEad of rEnal pharma intErnational  ]

oliver maier 
 [corporatE stratEgist  ]

businEss innovation:

intErviEw with:
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maiEr: that’s absolutely right – and it’s why we thought long and hard before making this 
decision. the question was, how can we develop our current business model, which is marked 
by high cash flow and profits? what makes sense from an operational point of view? what 
will help us to enhance our margins? what might fit in with our portfolio without changing 
our risk structure? after all, our business is characterized by a relatively low risk profile, and 
we want it to stay that way.

dr. hofmann: medical products are what we call a relationship business, one that relies on 
long-term customer relationships. remember we take a highly comprehensive approach that 
covers dialysis clinics, water quality, and dialysis machines. fresenius medical care offers all  
of these, and now drugs are increasingly becoming part of our product range, too.

maiEr: that is precisely why we decided to start by targeting drugs that are already on the 
market. these include phoslo, osvaren, vitamin d, and also hematopoietic substances such 
as erythropoiesis-stimulating agents like Erythropoietin (Epo). as none of these drugs are new, 
selling them should leave our risk profile almost unchanged. in other words, the risk is limited.

maiEr: absolutely! this is much more than mere risk diversification. what we aim to do is 
use our newly acquired competence in dialysis drugs to develop completely new therapies.

maiEr: that would be too easy – and it wouldn’t fit in with our corporate culture. after all, 
we aspire to make things even better, and in dialysis, there is still a lot to be done. this is  
a gratifying task in that, as dr. hofmann suggested, we can significantly improve patients’  
quality of life.

dr. hofmann: unfortunately, as we said, there is still a lot of scope for improvement in the  
treatment of kidney patients. this ranges from hypertension, which afflicts a lot of patients,  
to pruritus, and hereditary kidney disease, which can also lead to dialysis. this is where we 
hope to make progress in the long run. another tantalizing vision is to make the dialysis  
apparatus much smaller.

dr. hofmann: our dream is that one day, dialysis will no longer bind patients to one place 
where there is a water tap. if we can bring water consumption in a dialysis machine down 
from 120 liters today to five to ten liters, patients could carry the machine around with them.

maiEr: in the long run, yes. there is still a lot of work to be done. but if you look at the  
progress that dialysis technology has made over the last thirty years, i think we all agree  
that this is more than just a pipe dream.

 but arEn’t drugs a totally diffErEnt
kind of businEss?

 

 lEt mE rEphrasE thE QuEstion: 
isn’t thE drugs businEss a lot morE
cyclical and risky?

 but prEsumably, your stratEgy is
about morE than just buying up 
drug firms?

 so it’s not just about making bEttEr
usE of your clinic nEtwork?

 so that’s thE mEdium-tErm outlook
in a mannEr of spEaking. how about
thE long tErm?

 what would bE thE advantagE 
of that? 

 is that rEalistic?
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dr. wolfgang hofmann 
wolfgang hofmann (40), head of renal pharmaceuticals international, 
studied business and medicine. he has first-hand experience of the 
challenges in the pharmaceutical industry, from sales and finance to 
the development of drugs. for the last two years, he has devoted his 
efforts to integrating fresenius medical care’s pharmaceutical activities 
into its core business of dialysis services and products.

olivEr maiEr
oliver maier (41) is in charge of fresenius medical care’s strategic  
corporate development. in addition, the former financial analyst has 
headed the company’s investor relations and corporate communica-
tions department for more than eight years, and has therefore actively 
accompanied fresenius medical care’s progression to become the 
world market leader in dialysis. 

business innovation
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dialysis is a substitute for many important functions of the human kidney. some of them, however,  
cannot be fully replaced. chronic kidney patients therefore need to complement their therapy by taking 
medication which helps maintain their bodies’ mineral balance and prevent anemia, for instance.  

phosphate is a vital mineral which is absorbed through everyday nutrition and is important for bone 
formation as well as the development of blood vessels and muscles. a high phosphate level, however, 
can have negative consequences. in healthy individuals, excess phosphate is therefore discarded through 
the kidneys. in chronic kidney patients, by contrast, it remains inside the blood, causing the parathyroid 
to produce increased amounts of so-called parathormone (what is known as secondary hyperparathy-
reoidism). an excess supply of parathormone metabolizes bone substance and releases phosphate and 
calcium into the blood. in dialysis patients, permanently high parathormone levels cause bone substance 
to be turned into connective tissue, making the body’s bones soft and brittle.

the calcium released into the blood, in turn, accumulates in blood vessels and other tissues, which  
can lead to arteriosclerosis and cause damage to the vascular structure. this increases the risk of heart  
attacks and strokes. dialysis alone cannot sufficiently reduce the phosphate level. for this reason, it is 
important to curb the supply of phosphate by introducing a special diet. however, food that is rich in 
protein is also rich in phosphate. it is therefore difficult to lower the intake of phosphate without  
simultaneously causing nutritional deficits. 

this is why patients with kidney failure are administered drugs that are known as phosphate binders 
with their meals. these remove phosphate from food in the gastroenteral tract and bind it so that it is 
not resorbed into the bloodstream, but discarded. in this way, it is possible to control the phosphate  
levels of these patients and thus avoid severe complications. the more effective a phosphate binder  
is, the fewer pills the patient needs to take at meals. phoslo has been a proven phosphate binder for 
years and is now part of fresenius medical care’s product offering.

in addition to phoslo, the range of dialysis drugs includes iron supplements, vitamin d and calcimimetics. 
more information can be found in the renal pharmaceuticals section from page 102 onwards.
 

soft hEart – hard bonEs 



30

fresenius medical care 2007

artEry walls

body cells that form the artery walls absorb too 
much phosphate from the blood. this changes the 
cells’ metabolism, making them generate bone 
substance. this process is called calcification. the 
artery walls become hard and lose their elasticity. 
this can lead to cardiovascular disease, and even 
heart attacks.

 

 
parathormonE

parathormone is produced in the parathyroid 
and plays a key role in the bones’ metabolism. 
the release of parathormone into the blood is 
regulated mainly by the level of calcium in the 
blood. however, phosphate levels also influence 
production of this hormone. dialysis patients have 
too much phosphate in their blood, causing too 
much parathormone to be produced and released. 
consequently, bones become soft and break  
more easily. 

parathyroid

dialysis patients often have a permanently high 
phosphate level, which not only leads to an excess 
of parathormone being produced and released;  
it also causes a pathological enlargement of the 
parathyroid, which then produces increased 
amounts of the hormone. patients thus affected 
can have a parathormone level that is twenty times 
higher than that of healthy individuals. in some 
cases, it can even become necessary to surgically 
remove the parathyroid. a phosphate binder can 
help prevent this from happening.

bonE substancE

parathormone causes bone substance to be  
degraded and calcium and phosphate to be  
released into the blood. in dialysis patients, this  
can turn the bone substance into connective  
tissue, with bones becoming soft and brittle.  
this condition is known as osteitis fibrosa. 



rEsEarchErs, physicians, nursEs, Quality  
officErs, opErations managErs, and corporatE 
stratEgists all work to makE lifE EasiEr for  
patiEnts worldwidE.

wE would thErEforE likE to takE thE oppor-
tunity to thank thEm both individually  
and as rEprEsEntativEs of thEir collEaguEs  
from around thE world in thE company’s  
various divisions. it is thEy who makE frEsEnius  
mEdical carE thE tEchnology lEadEr in  
dialysis thErapy and dialysis products.

wE would also likE to thank thE many in  di-
viduals who havE hElpEd producE this  
annual rEport and thErEby EmbracEd our  
high standards.
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[01.1–11 ] to our sharEholdErs

2007 was anothEr succEssful yEar  
for us: frEsEnius mEdical carE’s sharEs  
dEvElopEd positivEly for thE fifth yEar 
running and wE furthEr strEngthEnEd 
our position as thE world’s lEading  
dialysis company.

fresenius medical care produces about 250,000,000 kilometers 
(or 155,000,000 miles) of fiber each year. that is enough to 
cover the distance between the earth and the moon more than 
660 times.

things worth knowing about polysulfonE fibEr

moon

Earth 

660 × [380,000 km]
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our yEar 200701.1

01.1 our year 2007 

[ january ]
production capacity ExpandEd. fresenius medical 
care increases its production capacity for dialyzers at 
the st. wendel plant in germany by 40 %. thanks to  
an additional assembly line and expanding the helixone 
fiber production, the plant will be able to produce  
35 million dialyzers in the future instead of 25 million.

[ fEbruary ]
Quality improvEmEnt program launchEd.  
fresenius medical care north america presents the  
first research findings of the new “rightstart” program.  
the pilot program is designed to provide new dialysis 
patients with extensive information so that they can 
deal more confidently with their illness. it should also 
help to avoid complications and improve the quality  
of dialysis treatment. 

[ march ]
nursEs honorEd. fresenius medical care north 
america presents the Ernestine m. lowrie award  
for clinical leadership for the first time. the prize  
is given to dialysis nurses who show especially high  
commitment and dedication.

[ april ]
bmx bicyclEs donatEd. Employees of fresenius 
medical care in north america collect $ 8,000 to  
donate bmx bicycles to children with kidney disease. 
the 27 bicycles are available to the young patients at 
five special summer camps which offer them life- 
saving dialysis treatment.

[ may ]
foundation stonE laid. at the end of may,  
fresenius medical care starts building a new produc -
tion facility in stollberg, saxony (germany). the  
plant previously located in thalheim moved to the  
new building and production capacity increased. 

[ junE ]
sharE split complEtEd. the share split resolved  
by the annual general meeting on may 15, 2007  
is completed on june 18, 2007. Every ordinary share  
becomes three ordinary shares, and every preference 
share becomes three preference shares.

[ july ]
flood crisis ovErcomE. after weeks of rain, a  
fresenius medical care clinic in gloucester, England, is 
flooded. in a tremendous logistical effort, our patients 
are distribute among seven other dialysis centers so that 
their life-saving dialysis treatment can be continued. 

[ august ]
nEw plant intEgratEd. in the summer, fresenius 
medical care starts production in its very first own plant 
in china. bloodline systems and other reusable dialysis 
products are manufactured in jiangsu province for the 
chinese market.

[ sEptEmbEr ]
accoladE for ir work. fresenius medical care  
receives numerous awards for its excellent investor  
relations work in the year under review. one of them  
is the thomson Extel pan-European ir Excellence award  
in the medtech & services category. further informa - 
tion can be found on page 49.

[ octobEr ]
rEcord achiEvEd. fresenius medical care continues 
its three decades of success as the leading manufacturer 
of dialyzers, producing its 500 millionth dialyzer. further 
information can be found in the “technology innovation” 
starting on page 2.
 
[ novEmbEr ]
trEatmEnt chairs modErnizEd. patients spend 
many hours each week undergoing dialysis. we  
therefore decided to make this valuable time less of  
a burden for them. as of now, every treatment chair  
in the u.s. will be equipped with a touch screen,  
with which patients can call up various kinds of enter-
tainment. they can also access the internet via the  
monitors. 

[ dEcEmbEr ]
apprEnticE rEcEivEd prizE. an apprentice at fresenius 
medical care’s plant in st. wendel in germany is nomi-
nated the best trainee in 2007 by peter müller, minister-
president of the german federal state of saarland. he 
received the grade “very good” and thus is ranked first 
among the industrial mechanics specializing in instru-
ment and precision engineering in saarland. 
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from lEft to right:
dr. rainer runte, mats wahlstrom, dr. ben j. lipps, lawrence a. rosen, 
dr. Emanuele gatti, roberto fusté, rice powell
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managEmEnt board01.2

dr. bEn j. lipps

chairman
dr. ben j. lipps (67) has been 
chief Executive officer and 
chairman of the management 
board of fresenius medical 
care since 1999. from 1996  
to 1999 he was cEo of  
fresenius medical care north 
america and from 1985 to 
1996 cEo of fresenius usa. 
the american has worked in 
the field of dialysis for more 
than 35 years. after earning 
his master’s and doctoral de-
grees in chemical engineering 
at the massachusetts institute 
of technology, dr. lipps led 
the research team at dow 
chemical that developed the 
first commercial hollow-fiber 
artificial kidney at the end of 
the 1960s.

lawrEncE a. rosEn

financEs
lawrence a. rosen (50)  
joined fresenius medical care 
in november 2003 as chief 
financial officer. prior to that, 
he worked for aventis s.a. in 
strasbourg, france, and one 
of its predecessor companies, 
hoechst ag, beginning in 
1984. his last position was 
group senior vice president 
for corporate finance and 
treasury. the american holds 
a master of business ad-
ministration (mba) from the 
university of michigan and  
a bachelor of science in Eco-
nomics from the state univer-
sity of new york at brockport.

robErto fusté

asia-pacific 
roberto fusté (56) is chief  
Executive officer for asia-
pacific. after completing his 
studies in economic sciences 
at the university of valencia, 
the spaniard founded the 
company nephrocontrol s.a. 
in 1983. nephrocontrol was 
acquired by the fresenius 
group in 1991, where mr.  
fusté has worked since.  
before being appointed to  
the management board of 
fresenius medical care in 
1999, mr. fusté held several 
senior positions within the 
company in the latin america 
and asia-pacific regions.

ricE powEll

rEnal thErapy group 
north amErica
rice powell (52) is member  
of the management board  
as well as president and cEo 
for the renal therapy group 
of fresenius medical care  
in north america. he joined  
fresenius medical care in 
1997 and was appointed 
co-cEo and member of the 
management board in janu-
ary 2004. mr. powell has  
30 years of expe rience in the 
healthcare industry. from 
1978 to 1996 he held various 
positions within baxter inter-
national inc., biogen inc., and 
Ergo sciences inc. in the u.s.

dr. rainEr runtE

law & compliancE
dr. rainer runte (48) is  
member of the management 
board for law & compliance 
at fresenius medical care and 
has worked for the fresenius 
group for more than 17 years. 
before that, he worked as a 
scientific assistant in the law 
department of the johann 
wolfgang goethe university  
in frankfurt and as an attor-
ney in a firm specialized  
in economic law. dr. runte  
assumed the position of  
senior vice president for law  
at fresenius medical care in 
1997 and was appointed to 
the management board in 
2002. 

dr. EmanuElE gatti

EuropE, latin amErica, 
middlE East, and africa 
dr. Emanuele gatti (52) is 
chief Executive officer for 
Europe, latin america, middle 
East, and africa. after com-
pleting his studies in bioen-
gineering, dr. gatti lectured 
at several educational institu-
tions in milan, and continues 
to be involved in comprehen-
sive research and develop-
ment activities. he is currently 
a visiting professor and chair-
man of the university board 
at the danube university in 
krems in austria. dr. gatti has 
been with the company since 
1989. before being appointed 
to the management board  
of fresenius medical care in  
1997, he was responsible for 
the dialysis business in south-
ern Europe. 

mats wahlstrom

dialysis sErvicEs  
north amErica
mats wahlstrom (53) was  
appointed member of the 
management board in early 
2004. he is also co-cEo of 
fresenius medical care north 
america and president and 
cEo of fresenius medical 
services. mr. wahlstrom has 
25 years of experience in the 
healthcare field and 22 years 
of experience in the renal 
field. prior to joining fresenius 
medical care in 2002, he  
held various positions at  
gambro ab in sweden, in-
cluding president and cEo  
of gambro u.s. as well as 
cfo of the gambro group.

you can find more information about the directorships of our management board members  
on page 131.

01.2 management board 



fresenius medical care 2007

38

rEport of thE supErvisory board 
of frEsEnius mEdical carE ag & co. kgaa  
for thE fiscal yEar 2007

the supervisory board was again centrally engaged in the year 2007 with new acquisitions 
but mainly with the expansion of manufacturing capacities at home and abroad, the issue  
of a $ 500 million dollar bond and the expansion of the activities of the company in the area 
of home dialysis care. 

particulars
in the expired fiscal year, the supervisory board dealt intensively with the position and per-
spectives of the company and various special issues while performing the tasks assigned to it 
by statute and the articles of association. we regularly advised the management of the com-
pany i.e. the managing board of the general partner on the management of the company 
and supervised the management of the company. the management informed us regularly in 
written and oral reports, promptly and comprehensively on all material questions of company 
planning and strategy, the course of business, the situation of the group and the risk situa-
tion and risk management. we again reviewed, as in previous years, the business develop-
ment of the companies acquired in the previous years and compared this with the plans and 
projections at the time of each acquisition. 

mEEtings
four meetings of the supervisory board took place in the fiscal year 2007. no member took 
part in less than half of the meetings. in addition, between meetings, important or urgent  
information was on several occasions provided in writing or in telephone conferences. in  
addition, the chairman of the supervisory board maintained close contact between meetings 
with the management. selected presentations were delegated by the management to senior 
executives in order to give the supervisory board by this means the opportunity of getting to 
know top management outside the managing board. 

principal topics discussEd by thE supErvisory board
the supervisory board in 2007 dealt with the expansion of production capacities, namely  
for dialysis machines in the st. wendel (saarland, germany), ogden (utah, usa) and buzen 
(japan) factories and for bags for peritoneal and acute dialysis in st. wendel. in addition,  
a production line for peritoneal dialysis in china was acquired. groups of dialysis clinics or 
shares in such groups were acquired in taiwan, france, the united kingdom and in the us 
states of arizona and wisconsin as the supervisory board noted with approval. in the usa, 
the company acquired a pharmaceutical service provider, max well medical inc., which, inter 
alia, examines contra-indications for prescription medicines. the largest single investment 
was the acquisition of renal solutions inc., which creates an important technology for the 
expansion of home hemodialysis and which is the basis for the development of a sustainable 
artificial kidney. the Extracorporeal alliance perfusion business was divested for strategic  
reasons.

in the area of financing, the supervisory board dealt with the successful issue of the $ 500 
million us dollar bond, with which existing bank loans and other short-term financial obliga-
tions were discharged. the supervisory board discussed the capital increase out of company 
funds and the share split (1:3), both of which were then passed by the ordinary general 
meeting 2007. after consideration by the supervisory board, the preference shares of a us 
intermediate holding, fresenius medical care holdings, inc., were redeemed and withdrawn 
and in this manner the costs of a separate stock exchange admission for these shares were 
saved.

01.3
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the supervisory board again in a one and a half day strategy meeting in autumn together 
with the management discussed the medium and long-term perspectives of the company. 
the central issue was home hemodialysis, both the further development of its technological 
basis and the services associated with home care.

thE audit and corporatE govErnancE committEE
the audit and corporate governance committee held a total of four meetings and also  
held one video conference and several telephone conferences in the reporting year. it dealt 
with the annual and group financial statements, the proposed application of profits and  
the report 20-f for the american securities and Exchange commission (sEc). the audit and  
corporate governance committee also discussed each of the quarterly reports with the  
management. based on the audit and corporate governance committee’s recommendation, 
the supervisory board issued the instructions to the auditor of the company’s and the group’s 
annual financial statements and discussed and determined the main issues in the audit with 
him. risk management was again several times the subject of discussion. the management 
reported several times on the compliance situation of the company. 

representatives of the auditor participated in all meetings of the audit and corporate gover-
nance committee and reported in each case on the audit work and the audit review of the 
quarterly financial statements. in 2007, the audit and corporate governance committee was 
again intensively concerned with the checking of the company’s internal controlling system 
according to the sarbanes-oxley act (“sox 404“). on february 19, 2008, the company received 
the unqualified audit certificate of kpmg deutsche treuhandgesellschaft aktiengesellschaft 
wirtschaftsprüfungsgesellschaft, frankfurt am main for the implementation of the provisions 
of sox 404 in 2007.

the audit and corporate governance committee also again checked the legal and business 
relations of the company with fresenius sE and its affiliates. in that respect, it was confirmed 
that these relations correspond to those between unrelated third parties (at arms’ length). 
accordingly, the supervisory board noted with approval the purchase of operating equipment 
from a subsidiary, fresenius kabi in schweinfurt. 

the audit and corporate governance committee informed the entire supervisory board in 
each case of the results of its discussions. 

joint committEE
the joint committee which was established according to the articles of association in 2006 
and the approval of which is required for certain significant transactions between the com-
pany and fresenius sE or its affiliates, did not meet in 2007.

ad-hoc-committEE for thE implEmEntation of thE sharE split
for the resolution on the share split, passed at the ordinary general meeting on may 15, 2007, 
the supervisory board formed an ad-hoc-committee consisting of dr. krick, dr. schenk and 
prof. fahrholz. it made the decision on the amount of the capital increase from company 
funds and the remaining conditional capital and the relevant amendments to the articles of 
association.

01.3 report of the supervisory board   

dr. gErd krick
chairman of the supervisory board
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corporatE govErnancE
at its first meeting in the fiscal year 2007, the supervisory board again reviewed its efficiency 
and the flow of information between the managing board of the general partner and  
the supervisory board and between the latter and the audit and corporate governance 
committee. 

the audit and corporate governance committee also meets regularly, after its personal 
meetings, with representatives of the auditors in the absence of members of the managing 
board of the general partner. 

at its meeting on november 15, 2007, the supervisory board discussed and approved the 
new declaration of conformity of the company pursuant to section 161 german stock  
corporation act (aktg) to the german corporate governance code. the said declaration  
applies in the version of december 2007 permanently accessible on the company’s internet 
site. the only exceptions from the recommendations of the code are the (absence of) age 
limits for members of the managing board and the supervisory board and the remuneration 
of the supervisory board which contains no performance-oriented element. 

annual and group financial statEmEnts
the bookkeeping, the annual financial statements and the management report of fresenius 
medical care ag & co. kgaa and the group financial statements and the group manage-
ment report of fresenius medical care ag & co. kgaa for the fiscal year 2007 in each case 
were audited by kpmg deutsche treuhandgesellschaft aktiengesellschaft wirtschaftsprü-
fungsgesellschaft, frankfurt am main, auditors appointed by general meeting resolution  
of may 15, 2007 and instructed by the audit and corporate governance committee of the  
supervisory board; they carry the unqualified audit certificate. the auditor’s reports were  
presented to the audit and corporate governance committee and the supervisory board. 
the audit and corporate governance committee taking account of the audit report of  
the auditor of the annual and group financial statements and in discussion with the auditor,  
reviewed the annual and group financial statements and the management report and  
reported on same to the supervisory board.

the supervisory board reviewed the annual financial statements, the management report and 
the proposal for the application of the balance sheet profit, the group financial statements 
and the group management report, in each case for the fiscal year 2007. Even after the final 
outcome of its own review by the supervisory board, which itself like the audit and corporate 
governance committee, heard the representatives of the auditors of the annual and group 
financial statements who signed the audit report, no objections to the annual financial state-
ments and management report of the company or against the group financial statements and 
group management report, arise. at its meeting on february 19, 2008, the supervisory board 
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approved the annual financial statements of fresenius medical care ag & co. kgaa for 2007, 
presented by the general partner. at this meeting, the draft of the report pursuant to form 
20-f to be filed with the securities and Exchange commission (sEc), which, besides other in-
formation, contains the group annual financial statements according to us gaap, was also 
discussed. the group financial statements according to ifrs were approved by the supervisory 
board at its meeting on march 13, 2008. the supervisory board also approved the general 
partner’s proposal for the appropriation of profit, which provides for a dividend of € 0.54 for 
common shares and € 0.56 for preference shares. 

dEpEndEncy rEport
the general partner, fresenius medical care management ag has, in accordance with  
section 312 german stock corporation act, prepared a report for the fiscal year 2007 on  
relations with affiliated companies. the report contains the concluding declaration of the 
general partner that the company received reasonable consideration in the course of each of 
the legal transactions and measures listed in the report taking account of the circumstances 
known to the general partner at the time the legal transactions were conducted or the  
measures taken or not taken and that the company was not disadvantaged by the fact that 
measures were taken or not taken. the supervisory board and the audit and corporate  
governance committee reviewed the report. they share the opinion of the auditor who, on 
february 13, 2008, certified the report as follows: 

 “after our conscientious audit and assessment, we confirm that (1) the statements of fact in 
the report are correct, (2) the consideration of the company in the course of the transactions 
listed in the report was not unreasonably high or that disadvantages have been compensated, 
(3) the measures listed in the report are not the occasion for an assessment substantially  
different from that of the general partner“. 

the supervisory board thanks the members of the managing board of the general partner 
and all employees for their commitment and work contributed in 2007.

bad homburg v.d.h., march 13, 2008

the supervisory board

dr. gerd krick

01.3 report of the supervisory board   



fresenius medical care 2007

42

the stock markets did not develop uniformly in 2007. in 
the first half of the year, most of the indices rose, but in 
the subsequent six months their development was rath-
er heterogeneous. the mortgage crisis in the u.s. in july 
2007 led to corrective price adjustments in most of the 
stock markets. the rising oil price probably also had a 
negative impact on many indices. 

the german dax index proved resilient overall under 
these conditions. beginning the year at 6,628 points, 
after a brief interim high it fell to its year low of 6,448 
points in mid-march. then it took a turn for the better, 
peaking on july 16. on this day, the dax closed at  
8,106 points, not only its high for the year, but also  
the highest level the index had ever achieved. during 
the sub sequent mortgage crisis, the dax fell by about 
1,000 points, but had almost completely made up for 
this by the end of the year. it closed at 8,067 points, 
22 % higher than at the end of 2006. it was the fifth  
consecutive year of increases. 

shares in the different sectors again showed a varied 
performance in 2007. while the share prices of compa-
nies in the chemical industry and the automotive sector 
as well as those of European utilities rose, banks and  
financial service companies lagged far behind expec-
tations due to the financial crisis in the u.s. the share 
prices of European pharmaceutical companies fell by 
11 % on average. 

the other European stock markets developed less posi-
tively. the Euro stoxx index climbed by 7 %, ending 
the year at 4,400 points. the french benchmark index, 
the cac 40, rose in the course of the year by just 1 %, 
while the ftsE 100 in london was up by 4 %.  

the dow jones index showed a positive trend overall. it 
closed the year at 13,265 points, up 6 %. after gaining 
at the beginning of the year it also underwent a sharp 
price correction due to the mortgage crisis. unlike many 
benchmark indices in Europe, however, the dow jones 
recovered, and even reached its all-time high of nearly 
14,200 points in october. in asia, the japanese nikkei 
index was one of the biggest losers, closing the year 
with 15,308 points, a 11 % drop. other asian stock ex-
changes, however, experienced a boom. the hangseng 
in hong kong rose by more than 39 %, and the shang-
hai stock Exchange 180 index rose by 152 %. due to 
their scant involvement in the u.s. mortgage market, 
these stock exchanges were virtually unaffected by the 
crisis.

overall, most of the indexes recorded significant growth 
at the end of the year, although the first voices were 
being raised about a recession in the u.s. subsequently, 
at the beginning of 2008, fears of a recession in the u.s. 
and conjectures about the global effects of a potential 
economic downswing in the u.s. became a determining 
factor for the predominantly falling prices on the world’s 
stock markets.

stock markEt01.4
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sharE dEvElopmEnt01.5

fresenius medical care shares increased in value again 
in 2007 for the fifth consecutive year. the price of ordi-
nary shares rose by about 9 % to € 36.69, outperform-
ing the healthcare / pharmaceutical sector as a whole, 
which suffered a 10 % decline. the price of the ordinary 
shares did not go up as strongly as the dax 30, which 
climbed by 22 %. nevertheless, as a defensive share,  
we again held our ground in a market environment in 
which most investors favored cyclical shares. fresenius 
medical care’s ordinary shares reached their year low on 
july 18 at € 33.05 and their year high on december 3 at 
€ 38.67. 

the price of preference shares normally parallels that  
of the ordinary shares. however, our preference shares 
have been very illiquid since the completion of the  
conversion into ordinary shares in february 2006. as  
a result, any further statements on the price develop-
ment would be speculative.

share price developments hinge on many factors. in the 
first half of 2007, for example, the economies world-
wide were robust. during this phase, fresenius medical 
care’s defensive share was probably less of an invest-
ment focus. as the year progressed, the price of the 
shares was influenced by conjectures regarding planned 
changes in the reimbursement schemes for dialysis 
treatment in the u.s., among others. as in 2006, the 
discussion centered on whether the costs for dialysis  

of private patients in the u.s. should be reimbursed by 
the private health insurance companies for longer than 
they currently do, before the public health insurances 
medicare and medicaid cover these costs. this could 
have a positive effect on fresenius medical care’s reve-
nue and earnings, as the reimbursements from private 
health insurers are normally higher. in the year under  
review, there was also a lively debate about the treat-
ment of patients with anemia in the u.s. and about  
adequate medical treatment using erythropoesis stimu-
lating agents (Esa) such as Epo. since reimbursement 
for Esa constitutes a significant part of fresenius  
medical care’s total sales in north america, the discus-
sion had an adverse term effect on the share price  
development. 

in spite of these circumstances and the less favorable 
market environment for defensive shares, the price of 
fresenius medical care’s share developed very well.  
in part, this should be attributable to our very good  
operating performance in 2007.

the appreciation of the euro against the u.s. dollar 
again played an important role in the development of 
the share price. a strong euro constitutes an operation-
al advantage for fresenius medical care, as we maintain 
our financial accounting in u.s. dollars. however, com-
pared to shares of other companies which do their  
accounting in euros, a strong euro can have an adverse 

01.4 stock market 01.5 share development 
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effect on our share. when our operational results are 
converted from u.s. dollars into euros, their value is 
lower if the euro is strong. thus, the shares appear to 
be more expensive, but this is predominantly due to 
currency effects; the operating performance is relatively 
independent of exchange rates.

our shares are traded on the new york stock Exchange 
(nysE) in the form of american depositary shares (ads) 
and quoted in u.s. dollars. three ads used to represent 
one share. however, as the ads did not participate in the 
share split carried out in june 2007 (which is discussed 
on the following page), the ratio of shares to ads is now 
1:1. the development of the ads is generally tied to the 
development of the ordinary and preference shares. the 
ads, which are quoted in u.s. dollars, ended the year 
with a higher price gain than the shares listed in Europe, 
because the exchange rates between u.s. dollars and 
euro do not play a role. in the course of the year, the 
price of the ordinary ads increased by around 16 % to 
nearly $ 53. this demonstrates that our share price  

developed even better based on the u.s. dollar than on 
a euro basis. however, it also goes to show just how  
the exchange rates discussed above can influence the 
development of the share price. the development of 
the exchange rate between the u.s. dollar and the euro 
should therefore be taken into account when assessing 
the share price. this reflects the actual price development 
even better.  

fresenius medical care’s market capitalization increased 
again last year, standing at € 10.88 billion on december 
31, 2007, up by nearly € 1.0 billion or 10 % compared to 
2006. 

the average trading volume of our ordinary shares also 
grew to about 1.68 million per trading day. in the previ-
ous year – adjusted to the share split – 1.31 million were 
traded. thus, the liquidity of the ordinary shares rose 
substantially. the trading volume of the preference 
shares was somewhat more than 3,300 per trading day. 

in € 
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ticker symbols
frankfurt stock Exchange
new york stock Exchange
 
security identification numbers
wkn
isin
cusip no. (nysE)
 
stock markets
germany
united states

reuters: xetra
reuters: frankfurt stock Exchange
bloomberg

 fmE
 fms
 

 578 580
 dE 0005785802
 358029106
 
 
 
 

fmEg.dE
fmEg.f
fmE gy

 fmE3
 fms / p
 

 578 583
 dE 0005785836
 358029205
 
 
 
 

fmEg_p.dE
fmEg_p.f
fmE3 gy

frankfurt (prime standard)
new york stock Exchange (nysE)

 ordinary shares preference shares 

basic data

fresenius medical care’s strong business performance  
in recent years has led to a sharp increase in the share 
price. the price per ordinary share was one of the  
highest in germany’s dax index. to promote more  
trading activity in fresenius medical care shares and  
to increase the shares’ attractiveness for a broader 
group of investors, a share split for both classes of 
shares (ordinary and preferred) in the ratio of 1:3 was 
proposed at the ordinary general meeting on may 15, 
2007, in the course of an increase in share capital out  
of the company’s funds. the share split was carried  
out on june 18, 2007. 

by converting capital reserves, the subscribed capital  
of fresenius medical care ag & co. kgaa was first 
raised by € 43.3 million to € 295.4 million. it was then  

divided into 291,701,520 ordinary shares and 3,720,822 
preference shares. since then, the new subscribed  
capital has been € 1.00 per share. after the share split, 
every holder of an ordinary share held three ordinary 
shares and every holder of a preference share held three 
preference shares. as a result of the share split, the 
price level was reduced arithmetically without affecting 
the overall value for shareholders. 

following the share split, the ratio between fresenius 
medical care’s ordinary and preference ads and the  
underlying ordinary and preference shares is 1:1 and  
no longer 1:3, meaning that one fresenius medical care  
ordinary or preference ads is the equivalent of one  
fresenius medical care ordinary or preference share. 

01.6 share split and capital increase from company’s oWn resources 

sharE split and capital incrEasE from 
company’s own rEsourcEs
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as a result of the company’s good performance in 
2007, we will propose to the annual general meeting 
on may 20, 2008 the eleventh consecutive dividend  
increase: the dividend is set to increase to € 0.54 from 
€ 0.47 per ordinary share and to € 0.56 from € 0.49 per 
preference share. the previous year’s dividend was ad-
justed to the share split. the dividend increase of 15 % 
is in keeping with our profit-oriented dividend policy  
of recent years. based on the proposed dividend and 
the closing prices of our shares at the end of 2007, this 
would be equivalent to a dividend yield of 1.5 % for  
our ordinary shares, the same as in the previous year. 

if the annual general meeting accepts the proposal, 
total dividends of some € 160 million will be distributed 
for 2007. assuming an exchange rate of $ 1.3705 to the 
euro at the end of the year under review, this represents 
total dividends of approximately $ 219 million. based  
on our net income of $ 717 million, this is a payment 
rate of nearly a third, almost unchanged compared to 
the previous year. 

dividEnd01.7
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capital structurE01.8

fresenius medical care’s subscribed capital amounted  
to € 296.6 million as at december 31, 2007. there were 
292.79 million ordinary shares outstanding, and approx-
imately 3.78 million preference shares in circulation. as 
reported in the share split section starting on page 45, the 
number of shares outstanding tripled due to the 1:3 
share split.

in the course of the business year 2007, some 1,403,562 
options were exercised to management as part of the 
stock option plan. more information on the employee 
profit-sharing program can be found from page 95 onwards, 
and explanations of standard & poor’s and moody’s  
ratings can be found from page 86 onwards.

fresenius sE’s stake in the authorized capital remained 
almost unchanged at around 36 %. fresenius sE held 
around 36.4 % of the ordinary shares outstanding on 
the reporting date, corresponding to around 106.6 mil-
lion shares. approximately 186.2 million ordinary shares 
were held in free float. 

01.8 capital structure01.7 dividend
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at the beginning of 2008, we again conducted a survey 
of our shareholder structure. the total number of out-
standing ordinary shares was 296,564,670. with 36 % 
or about 107 million ordinary shares, the holdings of 
fresenius sE remained nearly unchanged compared  
to the previous year. in total we identified just under 
400 investors. based on the free float 189,961,076, i.e. 
without the shareholdings of fresenius sE, we were able 
to attribute about 71 % or 134 million shares to their 
owners. the fraction of non-identified shares was about 
29 % or nearly 56 million shares of the free float. the 
top 25 investors held about 22 % of our ordinary shares.

most of our free-float shares continue to be held in the 
great britain and the republic of ireland as well as the 
u.s.: 34 % are held by investors in great britain and  
ireland, 28 % are held by u.s. and canadian investors. 
some 15 % of our shareholders are located in germany. 
other European investors hold about 20 %, a significant 
increase compared to 2006 with 14 %.

the proportion of shares held in the u.s. and canada 
remained nearly constant, all other regions experienced 
a slight decrease compared to previous year.

sharEholdEr structurE 01.9

number of identified shares

296,564,670
106,603,594
189,961,076
134,090,929
131,169,040

2,921,889
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1 %
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294,994,596
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comprehensive, transparent and timely information 
about the capital markets remained at the center of our 
investor relations activities in the year under review. we 
provide market participants with extensive information 
to enable them to make a fair assessment of the com-
pany’s situation.

we issue detailed quarterly and annual reports with 
comprehensive segment reporting and extensive notes. 
we publish our reports promptly and fulfill the require-
ments of the various guidelines we are held to observe 
in both the u.s. and germany. these include the ger-
man corporate governance code, the sarbanes-oxley 
act, and the regulations of deutsche börse and nysE. 
more information on corporate governance can be 
found starting on page 51. 

we broadcast our analyst conferences live on the inter-
net and offer web casts of these meetings for replay 
online. with this service, we offer our shareholders the 
opportunity to participate in the publication of quarterly 
results. in addition, investors can send questions directly 
to our web site. our shareholders can also watch the 
speech given by the chairman of the management board 
at the annual general meeting live on the internet.

in 2007, we intensified our contact with financial ana-
lysts as well as with institutional and private investors 
worldwide. in a total of 880 one-on-ones with analysts 
and investors – 26 % more than in 2006 – we presented 
fresenius medical care and answered questions about 
our business development and the company’s future.  
in addition, we presented the company and its perspec-

tives at 18 roadshows and 21 investment conferences 
around the globe. private investors also play an impor-
tant role. for this reason, we were present several times 
as an active participant at events staged by the german 
association for the protection of shareholders’ rights 
(schutzgemeinschaft der kapitalanleger, sdk), among 
others. 
 
in september 2007, we staged a capital market day in 
waltham, massachusetts. the focus of the conference 
was on specifying our   “goal 10” growth strategy, which 
we first announced to the public in april 2005. in sever-
al presentations, we reported on the strategies we are 
following and on our perspectives to strengthen our  
position as the leading dialysis company by 2010. fur-
ther information on goal 10 can be found beginning  
on page 59.

a special focus of our activities last year was the expan-
sion of our internet presence. we restructured our web 
site and redesigned the layout. our new web pages, 
launched in march 2008, can be found at www.fmc-ag.com. 
added functions and compact and appealing informa-
tion await interested users. we would very much like  
to hear your opinion and receive any suggestions on 
how we can further improve our web site to meet your 
information needs even better.

the total number of page views was about 6.5 million, 
the number of session amounted to nearly 1 million. 
this illustrates the high demand for comprehensive  
information that is electronically accessible. 

invEstor rElations01.10

  2007 2006 2005 2004 

one-on-ones
roadshows
investment conferences
Queries via the internet
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investor relations key figures
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 2007 2006

 ordinary preference ordinary preference

authorized capital1 $ in thousands
number of shares1 millions
 
closing price (Xetra trading)1

high €
low €
year-end €
average daily trading volume shares
 
closing price (ads – nyse)
high $
low $
year-end $
 
market capitalization
year-end € in billions
total € in billions
 
indeX Weight
dax %
 
dividend1

per share2 €
dividend yield %
distribution amount € in millions
 
eamings per share (eps)1

number of shares3 millions
Earnings per share (Eps) $

4,098
3.71

 

33.62
25.07
31.67
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40.00
31.00
40.00
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1.6

 

 

3.58
1.85

1 2006: key figure data adaped for share split on june 18, 2007   
2 2007: proposal for approval at the annual general meeting on may 20, 2008   
3 weighted average of outstanding shares 
for a more detailed version please refer to the 5-year summary on page 118 in the financial report.
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290.62
1.82

160 139
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key figures of fresenius medical care shares

2007 was a highly successful year for the investor rela-
tions department. our company received several awards 
for its investor relations work. the magazine “capital” 
and the deutsche vereinigung für finanzanalyse und 
asset management (dvfa) gave fresenius medical care 
an award for the best ir work of all the companies  
in the dax 30 index. the u.s. magazine “institutional  
investor” ranked our company number one in the 
 “healthcare” category. our annual report 2006 won  
first place in the dax 30 in a competition held by 
 “managermagazin” and received several awards from 

the u.s. league of american communications profes-
sionals (lacp). furthermore, in london, our company 
was presented with the thomson Extel pan-European  
ir Excellence award in the medtech & services category 
for its outstanding investor relations work. 

if you would like to contact fresenius medical care  
investor relations or find out about key dates in our  
financial calendar 2008, please take a look at page 140  
of the corporate report or visit us at www.fmc-ag.com.
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group managEmEnt and  
monitoring structurE

fresenius medical care is listed on the stock market in 
the u.s. and in germany. we are therefore subject to a 
number of regulations and recommendations regarding 
the management, administration and monitoring of  
the company. in addition to mandatory requirements 
according to stock corporation or commercial law, we  
are subject to the regulations of deutsche börse and  
adhere voluntarily to most of the recommendations of 
the german corporate governance code. at the same 
time, we are subject to the regulations connected to our  
listing in the u.s., in particular the sarbanes-oxley act 
(sox) and the corporate governance code of the new 
york stock Exchange. the sarbanes-oxley act is a law 
for companies and their auditors aimed at improving 
disclosure. the extension of regulations for financial re-
porting and related internal control systems is designed 
to increase the trust of investors and other interested 
parties. we meet all of the current requirements set 
forth in this law. 

as a non-u.s. company (a so-called foreign private  
issuer), we have to comply with the provisions of the 
sarbanes-oxley act which require special risk manage-
ment assessment activities under sox section 404.  
we already voluntarily implemented these provisions 
ahead of time by december 31, 2005 and fulfilled  
them again in 2007. 

fresenius medical care’s declaration concerning sig -
nificant differences between the systems of corporate  
governance in germany and the u.s. – based on the 
listing standards of the new york stock Exchange –  
can be accessed on the internet at www.fmc-ag.com.

the articles of association of fresenius medical care  
determine the responsibilities of the various elements  
of the company and may also be found online.

the legal form of fresenius medical care is that of a 
partnership limited by shares (kommanditgesellschaft 
auf aktien – kgaa). in this legal form, the most impor-
tant elements of fresenius medical care’s governance 
are the general meeting, the supervisory board and the 
general partner fresenius medical care management 
ag. in 2007, there were no significant changes to the 
group management and monitoring structure. 

fresenius medical care continues to strive for a corpo-
rate governance that provides the highest transparency 
possible. the management board of the general partner 
manages the business of the company. in addition to 
the company’s supervisory board, fresenius medical 
care management ag also has its own supervisory 
board that includes at least two independent members 
that are not connected to the company in any other 
way. furthermore, fresenius medical care management 
ag continues to guarantee the required independence 
of its supervisory board via a so-called pooling agree-
ment, which fresenius sE has also joined. 

corporatE govErnancE01.11

structure

ordinary shares preference shares

36 % 64 % 100 %

free float
~ 3.8 million shares

free float
~ 186.2 million shares

fresenius sE
~ 106.6 million shares

fresenius medical care management ag 
(general partner)

fresenius medical care ag & co. kgaa

01.10 investor relations 
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sharEholdErs

shareholders exercise their rights by voting at the gen-
eral meeting. Each ordinary share of fresenius medical 
care ag & co. kgaa entitles the holder to one vote at 
these general meetings. our preference shares do not 
have any voting rights. to compensate for this, prefer-
ence shareholders receive a preference in earnings dis-
tribution and a higher dividend. shares with multiple  
or preference voting rights do not exist. as a matter of 
principle, the general partner or its sole shareholder  
fresenius sE can exercise the voting rights connected 
with the shares it holds at the general meeting. how-
ever, the general partner and its sole shareholder  
fresenius sE are subject to various legal bans on voting 
on certain resolutions. these voting restrictions concern, 
among others, the election of the supervisory board 
members, ratification of the actions of the general  
partner and members of the supervisory board, and  
the selection of the auditors of the annual financial 
statements. this is to guarantee that the shareholders  
in the partnership limited by shares (kgaa) can solely 
decide on these matters, particularly those concerning 
control of the management board.

gEnEral mEEting

according to the basic principles of the german corpo-
rate governance code, shareholders can exercise their 
voting rights themselves, by proxy via a representative of 
their choice, or by a company-nominated proxy acting 
on their instructions. proxy voting instructions to a com-
pany nominee can be issued before and during the  
annual general meeting until the end of the open  
discussion period.

all documents and information about the meeting can 
be found on our web site.

in the year under review, the ordinary general meeting 
of fresenius medical care ag & co. kgaa took place 
on may 15, 2007 in frankfurt / main (germany). more 
than 74 % of the ordinary share capital and more than 
5 % of the preference share capital were represented.  
in 2006, about 60 % of the ordinary share capital and 
more than 6 % of the preference share capital were  
represented at the ordinary general meeting. we broad-
cast the speech of the chairman of the management 
board live over the internet for those shareholders  
unable to attend. the speech is available on our web 
site at www.fmc-ag.com.

supErvisory board

the supervisory board consists of six members. all six 
members are elected by the general meeting according 
to the provisions of the german stock corporation act 
(aktiengesetz, aktg). this resolution of the general 
meeting requires a majority of at least 75 % of the votes 
cast. as described above, fresenius sE is barred from 
voting on this issue.

the supervisory board appoints the members of the 
management board and advises and supervises them. 
following clause 5.1.3 of the german corporate gover-
nance code, the supervisory board has established rules 
of procedure. the coordination of and the direction of 
the supervisory board is the task of the chairman of  
the supervisory board. further information on the tasks 
and activities of supervisory board committees as well 
as on efficiency evaluations is included in the report of 
the supervisory board starting on page 38. 

gEnEral partnEr

the general partner – fresenius medical care manage-
ment ag – represented by its management board is  
responsible for managing the company and conducting 
the company’s business. its actions and decisions are 
focused on the interests of the company. the seven 
members of the management board of the general part-
ner are introduced from page 36 onwards of this annual  
report. 
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coopEration of gEnEral partnEr  
and supErvisory board

the general partner and the supervisory board of the 
company work closely together in the company’s inter-
est with a joint goal of creating a sustainable increase  
in company value in compliance with corporate gover-
nance principles and compliance regulations. the  
general partner regularly informs the supervisory board 
of the company about all relevant issues regarding  
corporate planning and corporate strategy as well as 
the course of business and the company’s position  
including an assessment of the current risks.

avoidancE of conflicts of intErEst

in their decisions and in conjunction with their tasks 
and activities, the members of the management of  
the general partner and of the supervisory board of  
fresenius medical care ag & co. kgaa as well the  
supervisory board of fresenius medical care manage-
ment ag do not pursue personal interests or give  
un justified advantages to other people. any sideline  
activities or business dealings with the company are  
to be reported to the supervisory board immediately 
and must receive its approval. the supervisory board  
reports to the general meeting about possible conflicts 
of interest and how to deal with them. there were no 
conflicts of interest among members of the manage-
ment board or the supervisory board in the year under 
review. 

compEnsation of managEmEnt board 
and supErvisory board

compensation for management board members is com-
prised of fixed and performance-related components. 
since 2006, fresenius medical care has disclosed the 
compensation of its management board members on 
an individual basis. compensation for the supervisory 
board is governed by article 13 of the articles of associ-
ation. our supervisory board members receive a fixed 
compensation.

further details on the compensation of the manage-
ment and supervisory boards as well as detailed infor-
mation on the stock option programs can be found  
in the financial report of this annual report from page 35 
onwards. 

transparEncy of our rEporting

we attach special importance to informing our share-
holders simultaneously and uniformly regarding regular 
financial reporting events. ad hoc releases and our web 
site play an essential role in these efforts. institutional 
investors and private shareholders have equal and  
timely access to the information we release. all ad hoc  
releases as well as other news for investors and the 
media are also published on our web site.

we keep our shareholders informed of key dates by 
means of a financial calendar that is published in the 
annual report, in quarterly reports and on the web  
site of fresenius medical care. 

information on dirEctors’ dEalings  
and sharEholding

according to article 15a of the german securities trad-
ing act (wertpapierhandelsgesetz, wphg), members  
of the management and supervisory boards or other 
employees who assume management positions are  
required to inform the company when buying or selling 
shares or financial instruments in fresenius medical care 
in excess of € 5,000 within a single year. during 2007, a 
total of ten disclosures were provided to us according to 
article 15a of the german securities trading act, which 
we published on our web site in keeping with the regu-
lations as well as in the annual document.
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risk and opportunitiEs managEmEnt

to us, good corporate governance means managing the 
risks of our business responsibly and recognizing oppor-
tunities for future development in sufficient time. there-
fore a comprehensive management system takes care  
of identifying risks and opportunities early, optimizing 
the risk profile and minimizing the costs related to these 
risks through timely intervention. our risk management 
is an integral component of our day-to-day business 
and is reviewed on a regular basis by independent  
external auditors. our compliance program also plays  
a significant role in ensuring that our employees adhere 
to national and international regulations. further infor-
mation on fresenius medical care’s compliance activities 
and risk and oppor   tu nities management can be found 
from pages 96 and 109 onwards.

 
financial accounting and rEporting

fresenius medical care prepares its consolidated finan-
cial statements in accordance with the united states 
generally accepted accounting principles (u.s. gaap) 
and publishes them within 90 days after the end of  
the fiscal year. 

gErman corporatE govErnancE codE 
and dEclaration of compliancE for 2007 

the german corporate governance code includes key 
recommendations for the management and monitoring 
of companies listed in germany with the aim of making 
the rules for managing and monitoring companies in 
germany more transparent for investors. the code is 
also intended to increase the trust of the public as well 
as employees and customers in the management and 
monitoring of listed stock corporations.

the majority of the guidelines, recommendations and 
suggestions in the code have been an integral and  
active part of fresenius medical care’s day-to-day oper-
ations since the founding of the company.

fresenius medical care submitted the declaration of 
compliance for the fiscal year required by article 161  
of the german stock corporation act in accordance 
with the recommendations of the german corporate 
governance code as of june 14, 2007, and made it  
accessible to its shareholders. fresenius medical care 
ag & co. kgaa complies with the recommendations 
specified by the german corporate governance code 
for 2007. the following recommendations are the only 
ones which have not been or are not being applied: 

codE clausE 5.1.2 and 5.4.1  
 “agE limit managEmEnt and  
supErvisory board”
according to clause 5.4.1, an age limit shall be specified 
for the members of the supervisory board. according  
to clause 5.1.2, the same shall apply for members of the 
management board. as in the past, fresenius medical 
care will refrain from introducing an age limit for mem-
bers of the management and supervisory boards since 
this would limit the selection of qualified candidates. 

codE clausE 5.4.7  
 “compEnsation supErvisory board”
based on the german corporate governance code 
members of the supervisory board shall receive  
fixed as well as performance-related compensation.  
performance-related compensation should also contain  
components based on the long-term performance  
of the company. currently, fresenius medical care  
pays an annual fixed compensation to the members  
of the supervisory board only. in addition, we regularly 
con sider the introduction of a performance-related 
compensation linked to the success of the company  
for the members of the supervisory board.

in accordance with clause 3.10 of the code, this and  
all former declarations of compliance are available on 
our corporate web site at www.fmc-ag.com in the investor 
relations / corporate governance section. 
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[02.1– 6 ] our fiscal yEar

rEcord salEs and Earnings, nEarly 174,000 
patiEnts, morE than 2,200 clinics – 2007  
was a highly succEssful yEar for frEsEnius 
mEdical carE, and wE intEnd to continuE 
this in thE futurE.  

in the dialyzer, the patient’s blood flows through approximately 
10,000 nearly hair-thin, closely spaced fibers. the fibers are 
rinsed by a dialysis fluid that flows in the opposite direction. 

~10,000  fibers
[cross-section through the dialyzer]

fiber bundle in dialyzer

dialysate 
[fresh]

blood  
[to the patient]

dialysate 
[used]blood  

[from the patient]

things worth knowing about polysulfonE fibEr
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opErations and businEss EnvironmEnt02.1

group structurE and businEss

fresenius medical care is the world’s leading vertically 
integrated provider of products and services for people 
with chronic kidney failure. at the end of 2007, more 
than 1.6 million patients regularly underwent dialysis. 
fresenius medical care provided treatments to 173,863 
patients in a network of 2,238 dialysis clinics in north 
america, Europe, asia, latin america, and africa.

fresenius medical care markets its wide range of prod-
ucts and services in more than 100 countries and runs a 
network of more than 30 manufacturing facilities on all 
continents. the company’s major important production 
sites as measured by production output are in the u.s., 
germany, and japan. we also operate plants in other 
European and asian countries, as well as in latin ame-
rica. an overview of our major manufacturing facilities 
can be found in the “production” section beginning  
on page 97. fresenius medical care is headquartered in  
bad homburg v.d.h. near frankfurt / main in germany. 

fresenius medical care’s activities are organized on a  
regional level and are divided into three operating seg-
ments: north america, international and asia-pacific. 
for reporting purposes, we have grouped the interna-
tional and asia-pacific segments into the international 
segment due to similar economic conditions in the two 
operating segments. the similarity applies to the prod-
ucts sold, patient structures, methods of distributing 

products and services, as well as the economic environ-
ment. our north american headquarters is located in 
waltham, massachusetts, u.s., the international operat-
ing segment is based in bad homburg v.d.h., and the 
regional administrative headquarters for asia-pacific is 
in hong kong.  

the fresenius medical care group has no major  
shareholdings. 

managEmEnt and control
since february 2006, fresenius medical care has taken 
on the legal form of a partnership limited by shares 
(kommanditgesellschaft auf aktien – kgaa). the  
corporate structure of the fresenius medical care ag  
& co. kgaa as well as the company’s management  
and supervisory structure are discussed in the corporate 
governance report starting on page 51.

kEy products, sErvicEs and  
businEss procEssEs
fresenius medical care provides dialysis services in its 
own dialysis clinics in more than 25 countries. in addi-
tion, we offer an extensive range of hemodialysis and 
peritoneal dialysis products in more than 100 countries, 
both within and outside of our own network of dialysis 
clinics. as such fresenius medical care is a global com-
pany. our most important products include dialyzers  
(artificial kidneys) and dialysis machines.

02.1 operations and business environment 

fresenius medical care – WorldWide
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major markEts and compEtitivE position
our key markets are north america and Europe, where 
we generate approximately 69 % and 22 % of our sales, 
respectively.

fresenius medical care is the world’s leading provider of 
dialysis services. we provide care for more of the dialysis 
patients worldwide and operate more dialysis clinics 
than any of our competitors.

our dialysis products accounted for a market share of 
around 30 % in 2007, which means that we are the un-
challenged market leader in this area, too. the market 
share of our key products, dialyzers and dialysis ma-
chines was significantly higher with more than 40 % 
and over 50 %, respectively. 

further information on the dialysis market and the  
position of fresenius medical care can be found in the 
 “sector-specific conditions – dialysis market” section  
on page 69.

lEgal and Economic factors
fresenius medical care provides life-saving products 
and therapies for chronically ill patients and is therefore 
only partially exposed to economic cycles. in this respect, 
we are different from manufacturers of consumer goods, 
for example, that are exposed to a more cyclical demand 
for their products. 

the dialysis markets are continuing to grow on account 
of demographic factors, including the aging population 
and the increasing incidence of diabetes and hyperten-
sion, two illnesses which frequently precede the onset 
of end-stage renal disease (Esrd). the world health  
organization (who) expects the number of people with 
diabetes to more than double – from 171 million in the 
year 2000 to 366 million in 2030. in addition, the life 
expectancy of dialysis patients is increasing thanks to 
continual improvements in the quality of treatment and 
higher standards of living, also in developing countries. 

dialysis reimbursement structures differ from country to 
country, and often even within one country. in the u.s., 
costs for the majority of dialysis treatments are reim-
bursed by public healthcare programs such as medicare. 
as a result, fresenius medical care’s business is impacted 

by reimbursement rates and methods specified by  
government. further information can be found starting 
on page 108 in the “reimbursement structure” section. 

in 2007, the legal conditions for fresenius medical care 
remained largely unchanged and therefore did not have 
a significant influence on the company’s operating  
business. 

accounting
fresenius medical care reports on the basis of u.s.  
gaap (united states generally accepted accounting 
principles) and in u.s. dollars.

corporatE pErformancE mEasurEs, 
objEctivEs and stratEgy

control critEria
the management board operates the company using 
various key financial ratios and follows its growth  
strategy goal 10, which fresenius medical care has 
been pursuing since the spring of 2005. 

in our view, Ebit (earnings before interest and taxes) is 
one of the most useful yardsticks for measuring the 
profitability of the company. consequently, we control 
the activities of our business segments based on their 
Ebit. Ebitda (earnings before interest, taxes, deprecia-
tion and amortization) is another good indicator of  
fresenius medical care’s ability to achieve positive  
financial results. 

financing is in our opinion a central function on which 
the business segments have no control. therefore,  
neither interest expenses resulting from financing  
activities nor tax expenses are included in the financial 
targets for the business segments. 

fresenius medical care evaluates its operating cash flow 
based on days sales outstanding (dso). a high operat-
ing cash flow, for example, indicates that our customers 
are paying our invoices within a short period of time.

the debt / Ebitda ratio is another important criterion for 
assessing corporate performance. this ratio compares 
the company’s debt to our Ebitda and other non-cash 
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charges. a low or decreasing debt / Ebitda ratio indi-
cates that we are in a position to service debt or to  
increase Ebitda. fresenius medical care is active in the 
dialysis industry and has a strong position in global, 
growing, and non-cyclical markets. the dialysis industry 
is characterized by stable cash flows, as most customers 
of the company have a high credit rating. as a result, 
high and sustained cash flows that can be reliable calcu-
lated are generated. they permit an appropriate share 
of debt capital, that is, the use of a comprehensive mix 
of liabilities.  

details on the development of these financial indicators 
as well as other financial figures can be found in the 
 “results of operations, financial situation, assets and  
liabilities” section starting on page 79.

in addition, we gear our corporate management toward 
operational ratios such as the roic (return on invested 
capital) and the rooa (return on operating assets).  
the roic rose from 7.4 % in 2006 to 8.4 % in 2007.  
the rooa also grew in the same period from 11.3 % to 
12.5 %. further operating ratios can be found in the 
 “5-year summary” beginning on page 118 of the financial  
report. 

growth stratEgy
goal 10 is the name of fresenius medical care’s strate-
gy for sustained growth until 2010. the strategy was 
put into place in the spring of 2005. goal 10 defines 
four paths that we intend to follow in order to boost 
our success across a broader spectrum of the global  
dialysis market and achieve our growth objectives. as 
the market leader, we aim to continue to grow more 
strongly than the dialysis industry as a whole. 

the following paths should lead us to sustained growth:

path 1: organic growth. in the coming years, we 
intend to achieve an annual organic revenue growth in 
dialysis care of 5 % to 6 %. to meet this goal, we are 
planning to open 70 to 80 dialysis clinics annually in the 
u.s. alone over the next three years. at the same time, 
we aim to boost our range of integrated, innovative 
treatment concepts such as ultracare and cardioprotec-
tive hemodialysis and combine them with dialysis drugs, 

for example. in this way, we want to make our portfolio 
stand out against the competition and offer the best 
possible services. in addition, we plan to raise revenue 
by opening new dialysis clinics and further increasing 
the number of patients whose treatments are covered 
by private health insurance. dialysis products will also 
make a substantial contribution to our organic revenue 
growth. innovative, high-quality products such as the 
5008 therapy system and cost-effective production will 
play a key role. detailed information on our worldwide 
network of production sites can be found on page 97 in 
the “production” section.

path 2: acQuisitions. to increase our future profit-
ability and optimize our global and regional presence, 
we are continuing to broaden our network of dialysis 
clinics by means of attractive acquisitions. the acquisi-
tion of renal care group in north america was a major 
step in this direction. we plan to expand our clinic  
network in particularly promising regions, although  
investments in future acquisitions in north america 
should be on a smaller scale. 

outside north america, too, we want to partake in the 
privatization process of healthcare systems and continue 
our above-average growth in Eastern Europe and asia, 
for example. in future, the number of dialysis clinics in 
Europe, the middle East, and africa should increase 
from 362 today to more than 500 in 2010. acquisitions 
should play a supportive role here. we plan to provide 
care for more than 40,000 dialysis patients in this busi-
ness region by 2010, compared to some 27,000 patients 
in 2007.

path 3: horizontal Expansion. dialysis drugs are 
the logical extension of our product portfolio, supple-
menting our dialysis services and products. initially, we 
will focus on drugs that regulate the patients’ mineral 
and blood levels, including phosphate binders, iron and 
vitamin d preparations, as well as calcimimetics. so far, 
we have mainly been involved in the area of phosphate 
binders and have integrated phoslo into our product 
portfolio. as part of goal 10, we intend to tap further 
growth opportunities in other dialysis drug segments.  
a detailed report on our dialysis drugs activities can be 
found on page 102 in the “renal pharmaceuticals” section. 

02.1 operations and business environment 
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path 4: homE thErapiEs. a relatively small percent-
age (11 %) of dialysis patients performs dialysis at home. 
most patients (about 89 %) receive their treatments in 
dialysis clinics. 

nevertheless, we aim to assume a more important  
global position in the home therapies market in the 
long-term, including peritoneal dialysis and home 
hemodia lysis. to achieve this goal, we intend to com-
bine our comprehensive and innovative product port-
folio with our expertise in patient care. in addition, we 
acquired renal solutions, inc. more information on  
this acquisition and on our activities in home dialysis 
can be found from page 105 onwards in the “home dialysis” 
section.

our strategy encompasses concrete and measurable 
growth objectives. at the same time, it takes into ac-
count long-term trends that we forecast for the dialysis 
market. in addition to a growth in patient numbers, we 
expect the quality of dialysis services and available prod-
ucts to become more important in future. thus, com-
pensation for dialysis care could depend in part on  

certain quality criteria being achieved. more information 
on this can be found in the “Quality and Environmental 
management” section from page 99 onwards.

moreover, we are convinced that in future there will be 
a growing need for integrated care of kidney patients. 
as a result, our business in not only focusing on individ-
ual services and dialysis products, but we are also  
aiming to combine the different areas of application in 
the field of dialysis. for more details, see the “disease 
management” section beginning on page 106.

growth objEctivEs
on our capital market day in september 2007, we  
confirmed and specified our goal 10 objectives. over-
all, through these strategic measures – the horizontal 
expansion of our product portfolio through dialysis 
drugs, the further development of our home therapies, 
and organic growth – we expect to boost our revenue 
by 7 % to 9 % on average per year to about $ 11.5 bil-
lion in 2010. net income should increase by over 10 %  
a year.

 goal 10 2007 2006 2005 2004

revenue (in $ millions)
annual revenue growth at constant currency
share of dialysis market1

market volume1 ($ in billions)
annual net income growth 2

6,228
10 %

~12 %
~ 50

21 %

6,772
8 %

12.9 %
~ 52.5
17 %

8,499
25 %

15.5 %
~ 55

24 % 

9,720
12 %

16.8 %
~ 58

 25 % 

~11,500
~ 7 – 9 %

~18 %
~ 67

> 10 %
1 company estimates    
2 2005 excluding one-time effects, 2006 excluding one-time effects and effects from sfas 123r and 2007 excluding one-time effects

goal 10 obJectives
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financial prudence will guide us along all four paths of 
goal 10 to enable us to service our debt and make in-
vestments. the operating cash flow should comprise at 
least 10 % of revenue. a continued increase in earnings 
and improved management of our current assets should 
contribute to this development. furthermore, we are 
striving for a tax rate of less than 38 % by 2010. Expen-
ditures for investments and acquisitions as part of  
ordinary operating activities should be in the range of 
7 % to 10 % of revenue. 

our goal 10 objectives can be found in the table  
on the previous page.

rEsEarch and dEvElopmEnt

fresenius medical care is highly innovative and fosters  
a corporate culture of innovation. we strive to conti n-
uously develop and refine dialysis therapies and  
products as an integral part of our growth strategy.  

in 2007, research and development expenditures 
amounted to $ 67 million, only slightly more than the 
$ 60 million forecast for the year. as in the past, these 
expenditures were relatively low compared with other 
companies in the healthcare sector. they are, however, 
at 2.7 % of our total dialysis product sales, well within 
the range typically observed in the dialysis industry and 
are sufficient considering that we continuously develop 
our dialysis products. we employed 355 people (full-
time equivalents) in our research and development (r&d) 
departments, roughly the same number as in 2006. 

fresenius medical care’s innovativeness is reflected in 
the number of patents and patent applications to which 
we have the rights. at the end of 2007, we owned the 
rights to about 1,900 patents in around 300 patent  
families. furthermore, our inventions in the year under 
review gave rise to 30 additional patent families, which 
will protect our innovations in important dialysis prod-
ucts and treatment methods in the future. 
 
a strong innovation culturE  
stEEpEd in tradition 
the ability of a company and its r&d departments to  
innovate depends on many factors, some of which can-
not be directly influenced. these include, for instance, 
the availability of qualified employees with a strong aca-
demic and vocational background at a specific location, 
societal acceptance of scientific and technical develop-
ment work, and the local or regional healthcare system. 
our international structure has a clear advantage in all 
of these areas. we recruit young talents in all of the 
countries in which we operate and maintain contact 
with the most important experts and opinion leaders  
in our field of activity. 

another key factor for a company’s success is its innova-
tion culture – a culture which is supported and prevails 
throughout our company. it determines the status of 
new and innovative products within the company and 
the degree to which employees in all business units are 
granted creative freedom and encouraged to think long- 
term. in this respect, fresenius medical care can look 
back on a long pioneering tradition. it has successfully 
transferred its philosophy of continuously supporting 

02.1 operations and business environment 

$ in millions 2007 2006 2005 2004 2003 

51 50515167

research and development eXpenditures

 2007 2006 2005 2004 2003 

1,428 1,2821,5421,7521,932

number of patents and patent applications 
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and promoting progressive ideas and approaches from 
the former medium-sized dialysis product manufacturer 
to the modern, international healthcare group it is 
today. 

today, fresenius medical care offers a wide range of  
dialysis products and therapies. they are the result of 
long-term research and development activities carried 
out at a time when these products and treatment  
approaches were not yet required by the market or  
the company and before their full potential could be 
foreseen. this includes methods for producing sterile 
and pyrogene-free dialysate, online hemofiltration and  
hemodiafiltration, as well as procedures to actively  
control the thermal energy balance and blood volume 
of dialysis patients during treatment. today these are  
standard methods in the treatment of chronic kidney 
disease. thanks to fresenius medical care’s innovation 
culture, the company was able to participate in this  
development early on. 

our innovative culture is rooted in the responsibility for 
our patients on the one hand, and to our company on 
the other. we strive to exploit all of the technological, 
medical, and economic possibilities available to improve 
the still strongly limited length and quality of life of  
dialysis patients. we do so by shaping the required pro-
cesses as quickly and effectively as possible. to achieve 
these aims, we continuously reassess our processes  
and priorities in research and development. in addition,  
we compare our approaches in cooperation with other 
high-tech companies that work in different fields of 
technology. this collaboration benefits all participants 
and helps us to continuously check and improve our  
development processes and benchmark them against 
those of the market leaders in other technologically  
sophisticated industries. 

another component of our development and innovative 
culture are the annual innovation meetings and devel-
opment conferences, at which employees from our 
worldwide r&d sites meet and exchange experience 
with one another and with representatives from the  
various market segments. 

at these meetings, new ideas are propounded and new 
technologies are discussed. the meetings promote per-
sonal contact between the r&d staff within our interna-
tional company and enable us to compare our internal 
projects with current market trends. this exchange goes 
beyond defined reporting lines and is in our eyes  
indispensable for creative and efficient research and  
development work. 

fresenius medical care’s r&d department constantly 
observes medical advancements in the field of renal  
replacement treatment. all of our employees therefore 
keep track of the relevant scientific and technical litera-
ture as a matter of course. furthermore, they have  
access to various training courses, depending on their  
professional background and qualifications. the mem-
bers of our r&d departments participate actively in  
public research discourse, attend specialist scientific 
conferences, and seek and maintain direct and personal 
contact with customers and leading doctors in their 
area of expertise. 

fresenius medical care’s innovative culture is one of the 
reasons why we can offer groundbreaking innovative 
products and methods for the different renal replace-
ment treatments today and in future.  

full-time equivalents 2007 2006 

 350 355

number of employees in research and development  
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dEvElopmEnt focus:  
body composition monitor (bcm)
in 2007, we launched the body composition monitor 
(bcm), which is discussed in detail from page 8 onwards.  
it marks the culmination of many years of development 
work. the bcm can determine a patient’s body compo-
sition (body water, fat-free body mass, and fat). it is  
essential to know these data, especially the percentage 
of body water, to assess the exact condition of dialysis 
patients and select the right treatment. scientifically, 
there is no doubt that the hydration state (the water 
level) of kidney patients has an immediate influence on 
the state of their heart and vascular system and thus on 
their life expectancy, as cardiovascular diseases increase 
the mortality rate of dialysis patients considerably. 

in dialysis treatment, both hyperhydration and dehydra-
tion should be avoided. hyperhydration burdens and 
damages the cardiovascular system, while dehydration 
often leads to complications during treatment and im-
pairs the quality of the patient’s life even further. stud-
ies confirm that there is insufficient knowledge of these 
important patient data in most cases at present. 

the bcm fills this knowledge gap. it measures the  
impedance of the body at different frequencies. this 
method has been known for a long time and is used  
in other medical areas. the so-called bioimpedance 
analysis is not problematic. the real challenge is the 
physiological interpretation of the highly abstract  
physical indicators.

in the past, the available reference data were deter-
mined by independent methods that compare the  
results of bioimpedance analyses with the respective 
body compositions. due to the low case numbers and 
because the measurement was performed primarily  
on healthy respondents, the values could not be trans-
ferred to kidney patients, or only to a very limited ex-
tent. so while dialysis patients were tested by means  
of bioimpedance analyses, the findings were imprecise 
or questionable at best. as a result, optimal care of 
these renal patients was not at all possible or only to  
a very limited degree.

with the bcm, fresenius medical care has developed 
an appropriate, easy-to-operate, inexpensive state-of-
the-art measuring device. what is most important,  
however, is that users now have a comprehensive,  
clinically validated program for analyzing the data col-
lected. the extremely valuable knowledge that underlies 
this development has been gathered over many years  
of intensive clinical work in cooperation with medical 
researchers boasting considerable experience in this 
area, and then verified on dialysis patients. numerous 
scientific publications have been published on patients’ 
experience with the device and the method so far. this 
is so promising that the necessary routine controls and 
the ability to influence the hyperhydration state of dialy-
sis patients, which have so far been the domain of just 
a few acknowledged specialists, are within reach. 

the importance of the subject and the potential of the 
bcm method – which has only been exploited to a small 
extent – suggest that this project, whose first step has 
been completed, may continue to be a focus of our 
r&d activities in the future.

dEvElopmEnt focus:  
5008 hEmodialysis machinE
as in the previous years, the market launch of the 5008 
hemodialysis machine which is portrayed from page 14 on-
wards was still largely at the center of our r&d depart-
ment’s activities in 2007. we continue to put our main 
focus on improving the reliability and operating behavior 
of the machine in clinical use and under increasingly 
varied conditions in international applications. in our  
efforts to continuously improve the product, we take 
into account the considerable influx of feedback from 
our own dialysis clinics and from other customers. this 
helps us to deal with the teething troubles which are 
unavoidable in a product with such complex technology, 
a product comparable, say, with a new midrange car. 
moreover, we are constantly refining the 5008, focusing 
on therapeutic, technical, and economic aspects of the 
machine. 

the 5008 still has to compare with its predecessor, the 
4008, the world’s most popular and successful hemo-
dialysis machine. our customers’ very positive response 
to the 5008 makes us confident that with the new 
model fresenius medical care can maintain its position 
as the world’s leading manufacturer of dialysis machines. 

02.1 operations and business environment 
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with the development of the 5008, we have raised the 
status of online-hemodiafiltration (hdf) from an exclu-
sive technology for just a few users to a standard fea-
ture. in online-hdf, the machine produces the required 
amounts of sterile and pyrogene-free infusion solution 
from standard bicarbonate dialysate. the decision to 
pursue this concept proved to be the right one: a grow-
ing number of clinical studies on the advantages of  
hemodiafiltration show that the method can lead to a 
30 % to 35 % decrease in the mortality rate of kidney 
patients. hardly any other single measure in the field  
of renal replacement therapy has been shown to have 
such a clear influence on patients’ survival. fresenius 
medical care as one of the first providers of commer-
cially available online-hdf machines sees this as a  
confirmation of its long-term innovation and product  
development policy. as online-hdf becomes increasingly 
widespread as a standard treatment, our r&d work will 
center on improving technical aspects of this treatment 
method.  

a key feature of the 4008 machine was the systematic 
introduction and use of intelligent physiological controls 
and measuring procedures to monitor the course of the 
treatment: these include body temperature regulation 
(by means of the blood temperature monitor, or btm), 
automatic regulation of weight loss through ultrafiltra-
tion (by means of the blood volume monitor, or bvm), 
and online measurement of the dialysis dose achieved 
(by means of the online clearance monitor, or ocm). 
these procedures can be found in the 5008, some in an 
improved form. in the reporting year, the r&d depart-
ment focused mainly on the necessary adjustments and 
technological improvements. 

improving the technological safety of dialysis machines 
is another development area. as with all extracorporeal 
treatment methods (i.e, that take place outside of the 
body), dialysis involves a number of risks, such as blood 
loss or air infusion. these can cause accidents or even 
death. the minimum requirements for the safety of  
dialysis machines are specified by national, European, 
and international standards. but we go even further: as 
part of our continuous efforts to improve our products, 

we work on developing additional methods and devices  
to reduce the risk of patients being harmed by techno-
logical error or human failure.

dEvElopmEnt focus:  
mEmbranE tEchnology
progress in the quality of hemodialysis also depends on 
the availability of the necessary dialyzers and membrane 
types for a certain type of treatment or for a specific  
patient group. for many years now, fresenius medical 
care has defined the state-of-the-art in this area, in  
particular with the fresenius polysulfone membrane in 
its different variants. more details can also be found in  

“technology innovation” from page 2 onwards. today’s  
hollow fiber dialyzers are effective and technologically 
sound to a degree that was considered a bold vision not 
too long ago. in spite of this high level of development, 
it is still possible to adapt membranes and even com-
plete dialyzers to special new therapy variants and to 
further improve their efficiency. our r&d departments 
also deal with this as part of their long-term product 
care and refinement efforts. 

conventional dialyzers and filters are characterized  
by their non-specific removal of substances that are  
dissolved in the patients’ blood. all substances up to a  
defined molecular weight pass through the membrane 
at a rate that depends on the molecular weight of the 
material in question, among other factors. this approach 
shows how relatively sketchy medical know ledge of the 
biochemical causes of acute and chronic uremia (urea 
poisoning) resulting from kidney failure still is.

but advancements made in recent years in research on 
so-called uremic toxins give hope that membranes 
might be developed with specific properties that can  
filter targeted substances from patients’ blood. the  
acquisition of the u.s. company renal solutions, inc.  
in the year under review will enable further synergies  
to be tapped between our r&d departments. renal  
solutions is an internationally recognized and exclusive 
specialist in the field of dialysis regeneration using  
enzyme-based sorbent systems. the main aim of these  
systems is to reduce the amount of water needed for 
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hemodialysis treatment from about 120 liters at present 
to around five or six liters. in addition, the adsorber  
cartridge assumes the function of the costly water-pro-
cessing unit, enabling the system to use drinking water. 
apart from the ecological and financial implications of 
these improvements, this makes it possible to decrease 
the size of hemodialysis machines significantly. the 
long-term use of such sorbent systems is of particular 
interest to the r&d department because they hold  
the prospect of removing specific toxins from patients’ 
blood. further information on the acquisition of  
renal solutions can be found from page 75 onwards.

we are also working on membranes which can release 
pharmaceutical agents into patients’ blood, grouped 
under the term “pharma tech”. by attaching appro-
priate ligands – special molecules – to the membrane  
surface, we enable these membranes to take on special 
properties. the work is still at an early stage; we have to 
test the technical implementation of these membranes 
and verify the general medical approach. however, we 
are convinced that future membranes will have functional 
qualities of this type. 

dEvElopmEnt focus:  
pEritonEal dialysis
peritoneal dialysis (pd) has gained in importance in re-
cent years. while earlier either exclusively hemodialysis 
(hd) or exclusively peritoneal dialysis were promoted 
and applied in certain countries or by certain users, 
today these two kinds of treatment complement one 
another. 

fresenius medical care welcomes this development, 
which we anticipated at an early stage with our bal-
anced product policy. Encompassing individually adapt-
ed and biocompatible peritoneal dialysis solutions in 
toxicologically and ecologically compatible packaging 
systems, our product portfolio has always covered the 
full range of applications and is well positioned. in  
addition, fresenius medical care offers various types  
of high-quality, high-performance machines for auto-
mated peritoneal dialysis (apd) – so-called cyclers.
the r&d department is currently working on a global 

cycler. the goal is to offer high-quality apd at an  
optimized cost worldwide. the use of a common  
technological platform for this project is an important 
step in this direction. 

dEvElopmEnt focus:  
furthEr ExtracorporEal mEthods 
the extracorporeal treatment of blood is one of  
fresenius medical care’s core competencies. apart from 
its wide-ranging applications in the area of chronic  
hemodialysis, this technology is of fundamental impor-
tance for the treatment of acute kidney failure, liver  
failure, sepsis, and multi-organ failure. for this reason, 
fresenius medical care has worked for many years on 
developing processes, machines, and disposable prod-
ucts to treat these illnesses. as they are predominantly 
acute and immediately life-threatening, these diseases 
are normally treated in the intensive care units of spe-
cialized hospitals. this environment poses special chal-
lenges to manufacturers of medical equipment in terms 
of the size, immediate availability, and operational  
guidance, among others, of the products. 

with regard to traditional treatment methods, fresenius 
medical care is strongly represented with devices that 
have been successfully launched and are constantly im-
proved and refined by the r&d department. its number 
one task, however, is to develop machines and methods 
that help reduce the still drastically high mortality rates 
of people with these illnesses. this requires close coop-
eration with clinical and academic research institutes, as 
the mortality rate can only be reduced with the help of 
new findings about pathophysiological and biochemical 
processes. 

an example of this is the microspheres-based detoxi-
fication system (mds), which has been discussed in 
depth in scientific literature. fresenius medical care is 
developing this system together with the center for 
biomedical technology at the danube university krems. 

02.1 operations and business environment 
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the mds is specially geared to the treatment of sepsis 
and multi-organ failure. characteristics of sepsis and 
the multi-organ failure that frequently ensues are, 
among others, the temporally dynamic emergence of 
pro- and anti-inflammatory messenger substances  
(substances in the blood which either reinforce or  
repress an existing massive inflammatory reaction). 
while removing pro-inflammatory substances promises 
to improve the clinical picture, anti-inflam matory mes-
senger substances should not be removed. treatment 
approaches which non-specifically remove all of these 
messenger substances have not led to a significant and 
generally reproducible improvement in the mortality 
rate of the patients in question.   

the mds uses an innovative extracorporeal circuit in 
which a certain amount of blood plasma is constantly 
removed from the patient’s blood via a membrane  
and introduced into a secondary circuit. in this circuit, 
specific adsorbers in the form of microspheres are 
added to the plasma, which contains messenger sub-
stances that are important for these patients. the  
direct contact between the adsorber material in this  
suspension and the blood plasma causes materials  
to be removed much more effectively. the use of  
specific adsorbers would enable the targeted removal  
of individual substances without the loss of other mate-
rials that might be important for the patient’s survival. 
in a second step, a suitable filter prevents the adsorber 
microspheres from entering the blood of the patient, 
ensuring that they remain in the extracorporeal circuit.

we hope to significantly improve the situation of  
these patients with this treatment by potentially adapt-
ing flexibly to the dynamic course of the illness. the  
development of mds is a prime example of successful 
cooperation between university and industry which  
may have a direct impact on medical progress. our  
collaboration with danube university krems is not just 
limited to clinical and technological projects of this  
kind: fresenius medical care is involved in teaching, 
participates in further education course and on various 
advisory boards. 

liver failure plays a special role in the area of acute 
organ failure. while it is possible to offer patients with 
acute and chronic kidney failure a proven therapy with 
artificial kidneys, the situation with regard to liver failure 
is considerably more difficult and nebulous. this is due 
to the highly complex detoxification function of the liver, 
which artificial organ systems so far have only been  
able to perform to a limited extent. the liver is not only 
an important detoxification organ; it also synthesizes 
(produces) a number of substances which are vital for 
the body, including proteins such as albumin and blood 
clotting factors. as the human organ with the most 
comprehensive ability to regenerate itself, the liver can 
partially compensate the problems that occur during 
treatment of liver failure due to the organ’s complex 
function. therefore, to cure a patient, it can be suffi-
cient to support the liver function partially and only for 
a limited period using an extracorporeal method. still, 
the number of cases of acute and chronic liver failure is 
rising. this is partly due to the increasing incidence of 
viral liver infections (predominantly hepatitis b and c), 
as well as to intoxication from drug and alcohol abuse. 

for some years now, fresenius medical care has used 
the prometheus system, an extracorporeal method, to 
temporarily support the liver function. in addition to 
special filters and adsorbers, this system uses the proven 
4008 technology for circulation outside the body. in 
conjunction with this therapy system, we are currently 
conducting a multicentric international prometheus  
European liver disease outcome study. 

in addition to the methods mentioned above, there are 
a number of promising approaches for treating liver  
failure in which the complex liver function is reproduced 
by living cells in an extracorporeal system. the challenge 
is to get living cells in a suitable quality and quantity 
rather than developing the extracorporeal systems. 
therefore we are currently focusing our r&d activities  
in this area on obtaining cells by means of suitable stem 
cell technologies, working exclusively with adult stem 
cells. we are carrying out this work in close cooperation 
with internationally renowned academic institutions. 
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we are continuing our cooperation with the university 
of turin in the field of both liver and kidney stem cells 
based on some very exciting results from basic research 
activities which may open up avenues for new treat-
ment therapies in the distant future (long-term). 

rEsEarch coopEration /  
rEsEarch promotion
an important aspect of our research and development 
work on innovative solutions for the treatment of  
kidney patients is the close cooperation between our  
researchers and the users of our products in our clinics. 
a close relationship with the clinics is a prerequisite for 
successful research for and with suitably qualified  
clinical partners. doctors, nurses, and patients tell us 
what they think about the results of our research and 
development, which helps us greatly, as we primarily 
gauge the success of our innovations on the basis of 
day-to-day practical experience. in this way, fresenius 
medical care benefits from its position as a vertically  
integrated dialysis company. 

moreover, we maintain close contact with universities 
and research institutes in our area of expertise. our  
collaboration with danube university krems in austria 
on extracorporeal methods is an excellent example. we 
also have close contact with research institutes in the 
u.s., for example the renal research institute (rri).  
together we tackle fundamental issues in dialysis treat-
ment, including the multiple causes of kidney disease, 
the specific problems in treating children with renal 
problems, as well as special subjects such as the mine-
ralization of dialysis patients’ bones or the effects of 
kidney illnesses on the natural acid-base equilibrium  
in the human body.

we generally carry out our research and development 
projects with our own staff and research departments. 
so far, we have only involved external parties in research 
and development to a limited extent. when we cooper-
ate with universities and other scientific institutions in 
germany and abroad, we use various financing models, 
some of which are publicly funded. 

Economic EnvironmEnt

gEnEral Economic dEvElopmEnt
in 2007, the positive economic development of the pre-
vious year continued, although the dynamics weakened 
as the year progressed. in their fall report, the leading 
german research institutes expected germany’s gross 
domestic product (gdp) to increase by 3.2 %, a slightly 
lower growth rate than in the year before with 3.6 %.

this slight decline was primarily due to increasing eco-
nomic risks, above all to rising oil prices. in the course  
of the year, the price of crude oil soared to nearly $ 100 
a barrel. another factor was the subprime mortgage  
crisis in the u.s. to minimize their risks, lending institu-
tions had sold mortgage loans with poor credit standing 
to other banks in the past. however, the buyers did  
not perform a detailed risk analysis. the revaluation of 
the acquired risks led to a crisis of confidence in the 
business relationships between the banks. as a result, 
the financial markets suffered from insufficient liquidity, 
which could only be overcome through intervention by 
the European central bank (Ecb) and the u.s. federal 
reserve (fed). 

as in the years before, the economic situation varied in 
different countries. the united states’ gdp grew less  
robustly than in most other regions, with china posting 
the highest growth. the level of growth in industrialized 
countries differed depending on which phase of the 
business cycle their economies were in. while in the u.s. 
financial policy was more moderate, it was more restric-
tive in Europe to counter inflationary tendencies at an 
early stage. still, the financial reins were not tightened 
significantly in the year under review. inflation expecta-
tions did not change, and as a result the key interest 
rates remained more or less constant. wages in  
industrial countries continued to be moderate.

02.1 operations and business environment 
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ExchangE ratE dEvElopmEnt
furthermore, the global economy was marked by fluc-
tuating exchange rates. the u.s. dollar was significantly 
devalued by 12 % compared with the euro and by 6 % 
compared with the yen as of december 31, 2007, while 
the euro-yen exchange rate remained more constant.

particularly, the u.s. dollar and the euro are important 
for fresenius medical care. from a reporting point of 
view, a strong euro is advantageous for us, as our func-
tional currency is u.s. dollars. demand for the majority 
of our dialysis products is greatest within the euro and 
the u.s. dollar zones. our production sites are predomi-
nantly decentralized to enable us to meet this demand. 
our plants in the u.s., japan, and Europe help protect 
us from currency fluctuations, thus minimizing transac-
tion risks, as costs and revenue are generated in the 
same currency. however, the area of dialysis care yields 
much higher revenues. in 2007, we achieved about 
three-quarters of our total revenue in this segment.  
dialysis care is generally provided locally and thus in  
the respective currency zone. 

more information on the development of the exchange 
rate between the euro and the u.s. dollar can be found 
in the “management of foreign Exchange and interest 
rate risks” section beginning on page 31 in the financial 
report.

unitEd statEs
growth in the u.s. continued to slow down, with gdp 
increasing by only 1.9 %. the main reasons for this were 
the moderate rise in private consumption and relatively 
low investments in equipment. u.s. exports increased, 
however, due to the weak dollar, while imports de-
creased. on account of the subprime mortgage crisis, 
the federal reserve cut the key interest rate from 
5.25 % to 4.25 %. this did not lead to significantly  
higher inflation: the inflation rate was down to 2.6 %  
in 2007, compared to over 3.0 % in the previous year. 

EuropE
while economic growth in Europe abated somewhat,  
it was still higher than in the u.s. the gdp in the euro 
zone increased by 2.6 %, developing at only a slightly 
lower rate than in the previous year. private consump-
tion stagnated at the beginning of the year, imports and 
exports also remained roughly the same. fixed-asset  
investments continued to send positive signals, while 
unit labor costs only increased at a moderate rate. on 
the whole, the economy in Europe was significantly 
more robust compared to prior years. the European 
central bank countered possible inflation risks by  
increasing the key interest rate from 3.5 % to 4.0 %. 

Expected change over previous year in % 2008 2007 2006

united states
germany
Euro zone
great britain
new Eu member states
Eu 27
russia
japan
china and hong kong
East asia
latin america
WorldWide

 2.9
 2.9
 2.8
 2.8
 6.4
 3.1
 6.7
 2.2
 11.1

5.2
 5.2
 3.6

 1.9
 2.6
 2.6
 2.9
 6.0
 2.9
 7.5
 2.0
 11.0

5.5
 5.0
 3.2

 2.1
 2.2
 2.1
 2.3
 5.3
 2.4
 7.0
 1.7
 10.5

5.0
 4.5
 3.0

source: projektgruppe gemeinschaftsdiagnose “aufschwung legt pause ein. gemeinschaftsdiagnose herbst 2007”; Essen; october 16, 2007

gross domestic product
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in germany, the beginning of the year was marked by 
lower private spending due to the vat increase. in the 
course of the year, economic development was chiefly 
influenced by the price of crude oil and the strong euro. 
still, the general economic conditions remained positive 
and the investment climate cheerful. the gdp rose by 
2.6 % in 2007. the number of unemployed continued 
to fall (though less than in the previous year), reaching 
3.4 million at the end of 2007.

in great britain, growth remained at the previous year’s 
level of 2.9 %. the young members of the European 
union can look back on a very positive economic devel-
opment. the gross domestic product in these countries 
rose by 6.0 % in 2007. russia also continued to achieve 
robust growth. driven by strong domestic demand and 
ongoing high foreign investments, russia’s gdp climbed 
by 7.5 % while inflation decreased. 

asia
the economic development in japan remained diffuse in 
2007. it was characterized by lower consumer spending 
and public investments, a strong yen, and falling retail 
prices. the economy weakened overall; the gross  
domestic product grew by 2.0 %. 

china continued to grow, with its gross domestic prod-
uct soaring by 11.0 %. Exports and investments were 
the most important contributors to this development. 
investments grew strongly despite the increase of  
central bank interest rates. according to the research  
institutes, inflation in china (which rose primarily due  
to food prices) does not give cause for concern. the 
economies of the remaining East asian countries grew 
by 5.5 %. 

latin amErica
latin america also posted economic growth. the gdp 
was up 5.0 %, almost reaching the previous year’s level. 
as a crude oil producer and energy provider, the region 
continued to profit from the high crude oil prices and 
the stable domestic demand. monetary conditions  
remained stable, and the inflation rate was 4.0 %, as 
expected. in mexico, however, economic conditions  
deteriorated due to the country’s dependency on the 
development of the u.s. economy.  

further information can be found from page 76 in the 
 “comparison of the actual business results with  
forecasts” section. 

sEctor-spEcific conditions –  
dialysis markEt
if not indicated otherwise, data are based on internal estimates.

patiEnts – a global approach
End-stage renal disease (Esrd) has a global dimension: 
patients in more than 140 countries receive renal  
replacement therapy in the form of dialysis or trans-
plantation. 

the country prevalence values (the relative number of 
patients treated for Esrd) vary significantly, spanning  
a range from far less than 100 to more than 1,500 pa-
tients per million population (p.m.p.). the vast majority 
of Esrd patients (95 %) are treated in only 60 countries. 
analyzing these 60 countries with regard to their eco-
nomic strength, using the gross national product per 
capita as a reference, three prevalence-wealth catego-
ries can be established: the 20 countries with the  
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north america
Europe / middle East /africa
asia-pacific
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 490,000
 555,000
 175,000
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greatest economic power, including the u.s., japan and  
germany, show an average Esrd prevalence of consid-
erably more than 1,000 p.m.p., and in none of these 
countries is the prevalence lower than 700 p.m.p. the 20 
countries with a moderate economic performance have 
an average prevalence of approximately 500 p.m.p. in 
the countries with less economic power about 100 p.m.p. 
receive treatment. the relatively low prevalence value  
in these countries suggests that the economic situation 
still plays a significant role regarding accessibility to 
Esrd treatment.

patiEnts – rEgional dEvElopmEnt
by the end of 2007, the number of Esrd patients un-
dergoing dialysis treatment had reached 1.64 million 
worldwide. of these patients, around 21 % were treat-
ed in the u.s., 18 % in the European union and 17 % in 
japan. the remaining 44 % of all dialysis patients were 
distributed among more than 110 countries in different 
geographical regions. the number of dialysis patients 
increased by approximately 6 % in 2007 and met our  
expected growth rate. 

significant regional differences remained: a below- 
average increase in patient numbers was experienced  

in the u.s. and japan, as well as in western and central 
Europe. in all these regions, the prevalence of terminal 
kidney failure is already relatively high and patients  
generally have secured access to treatment, usually  
dialysis. annual growth rates in the economically weaker 
regions, however, were above average, with values of 
up to 10 %. the relatively high growth in these areas  
indicates that accessibility to treatment is still somewhat 
limited, albeit gradually improving.

patiEnts – trEatmEnt modE dEvElopmEnt
by the end of 2007, the total number of patients treat-
ed for terminal kidney failure had reached more than 
2.1 million. of the about 1.64 million that underwent  
dialysis treatment, 1.46 million were treated with hemo-
dialysis and about 180,000 received peritoneal dialysis. 
approximately 500,000 kidney patients live with a trans-
planted kidney. thus, in a global comparison of treat-
ment methods, hemodialysis clearly dominates. more 
than 89 % of all dialysis patients were treated with this 
method in 2007. within the group of the 15 largest  
dialysis countries accounting for more than three quar-
ters of the world dialysis population, hemodialysis is  
the predominant treatment method in all countries  
except in mexico.

European union 15 %

 
japan 7 %

 
u.s. 15 %

63 % others

peritoneal dialysis patients 2007

European union 18 %

 
 
 
japan 18 %

42 % others
 
 
 

22 % u.s.

hemodialysis patients 2007
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in addition to these two dialysis therapies, a third op-
tion in treating patients with terminal kidney failure is 
kidney transplantation. however, the number of dona-
ted organs worldwide has continued to be significantly 
lower than the number of patients on transplant wait-
ing lists. consequently, less than one quarter of the 
global Esrd population lives with a donor organ. de-
spite ongoing efforts by many regional initiatives to  
increase awareness of and willingness for kidney dona-
tion, the distribution of patients between the various 
treatment modes has remained nearly unchanged over 
the past few years. 

xenotransplantation – the use of animal organs to  
replace human organs – is not likely, in our opinion,  
to affect this development in the near future. due to  
a variety of remaining unsolved problems, this method 
cannot be considered an alternative to well-known 
treatment methods. among the difficulties xenotrans-
plantation faces are the uncontrolled transfer of retro-

viruses and other potentially dangerous pathogens  
from animals to humans, the suppression of immune  
rejection reactions in the body, and the open question 
concerning the adequate functioning of animal organs 
in the human body. apart from that, not every dialysis  
patient would be suitable for xenotransplantation; even 
if there were an unlimited supply of organs, many  
patients suffer from such severe co-morbid conditions  
that xenotransplantation is very unlikely to become the 
treatment of choice for them. given all these circum-
stances, xenotransplantation is far from becoming a 
routine organ replacement therapy.

dialysis providEr businEss
in the last year, the majority of all hemodialysis patients 
were treated in around 26,500 dialysis centers world-
wide, which is an average of some 55 patients per center. 
clear differences exist in the organizational structures  
of dialysis center operations, depending on whether a 
country’s health system is predominantly private or public. 
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there are about 5,000 dialysis centers in both the u.s. 
and the European union. whereas about 1 % of these 
dialysis centers are publicly operated in the u.s., the 
share in the European union is about 60 %. 

in japan, however, private nephrologists play a key role, 
running about 80 % of all facilities. in Eastern Europe, 
the last few years have seen a significant increase in the 
number of company-owned clinics, possibly reflecting 
the fact that private companies are more efficient when 
it comes to modernization and capacity extension than 
the respective government bodies. 

in the u.s., this transformation process towards private 
companies is nearly finished. fresenius medical care 
and the second-largest competitor davita now provide 
dialysis care to approximately two-thirds of all dialysis 
patients in the u.s. fresenius medical care confirmed  
its leading position in 2007 and has a market share of 
about 34 %.

the dialysis market outside the u.s. is much more frag-
mented. here fresenius medical care is also the largest 
dialysis provider and market leader, with more than 
52,000 patients in over 25 countries, thus ranking as 
the third-largest global dialysis company, even if the 
north american dialysis business is not included in the 
calculation. 

as in previous years, many healthcare systems contin-
ued to face increasing cost pressure in order to reduce 
welfare system expenditure while simultaneously striving 
to improve treatment standards for patients. under these 
conditions, reliable product supply, patient edu cation, 
quality and innovative approaches toward optimizing 
patient care constitute key success factors for market 
participants. a vertically integrated dialysis provider like 
fresenius medical care, offering not only the entire 
product spectrum in the dialysis sector but also high-
quality treatment in dialysis clinics worldwide, has  
excellent opportunities to continually expand its position 
in the current and future dialysis market. in 2007,  

fresenius medical care 173,863

davita  107,000

kuratorium für dialyse 18,000

dialysis clinic international 13,000

diaverum  13,000

 

number of patients treated
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  fresenius medical care    other providers
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fresenius medical care continued to uphold its clear 
leadership as the largest private provider of dialysis care 
worldwide, treating more than 173,000 dialysis patients 
in more than 2,200 clinics.

dialysis reimbursement systems differ from country  
to country, and often also vary within the countries. 
among the factors determining reimbursement are  
regional conditions, the type of treatment provided, 
regulatory issues and the type of the care provider.  
the establishment of reimbursement structures based 
on treatment quality remains a focus of discussions.  
the goal of this reimbursement method is to uphold  
the treatment quality while maintaining the current 
level of costs for the treatment of a dialysis patient.  
fresenius medical care has been active in numerous 
countries with differing healthcare systems and reim-
bursement schemes for many years now. our inter-
national experience puts us in a position to offer  
support to national health systems in their endeavors  
to customize structures, adapt our business according 
to local needs and regulations, and to act profitably  
in different healthcare environments.

dialysis product businEss
the value of the global dialysis market grew by approxi-
mately 5 % to about $ 58 billion in 2007. according to 
our estimates, the dialysis product market reached a 
value of some $ 9.5 billion. the key products offered in 
this market include dialyzers, hemodialysis machines, 

concentrates and solutions, as well as special peritoneal 
dialysis products. the three largest suppliers of dialysis 
products together held a worldwide market share of 
nearly 70 % in 2007. with a market share of approxi-
mately 30 %, fresenius medical care was the market 
leader, followed by baxter and gambro. the market 
share of the other, mainly japanese product providers 
was in the single-digit percentage area for each  
provider. 

the largest single product group in this market is dialyzers, 
of which about 165 million were needed by dialysis  
patients worldwide in 2007. the fact that about 75 mil-
lion of these dialyzers were produced by fresenius  
medical care in the reporting year underlines our leader-
ship in this market. 

dialyzers can be categorized as cellulose-based or  
synthetic depending on the material used for the pro-
duction of the dialysis membrane. the trend towards 
the use of dialyzers containing membranes made from 
synthetic material prevailed in 2007. at the end of 2007, 
the share of synthetic-membrane dialyzers in the dialyz-
er market was about 80 %. cutbacks in the production 
capacity for cellulose-based dialyzers suggest that sales 
of synthetic dialyzers will further increase in the years to 
come. our pioneering work in the development and 
production of synthetic dialyzers laid the foundations 
and defined the course that is now being followed by 
other major competitors.
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dialysis machines constitute another key segment of 
fresenius medical care’s product business, in which we 
also hold a leading position. of about 55,000 new dialy-
sis machines sold in 2007, more than 50 % were pro-
duced by fresenius medical care. the introduction of 
the new generation of hemodialysis machines in 2005, 
the 5008 series in the international markets, contribut-
ed to that development. thanks to its innovative user 
interface and technologies that set new standards in  
dialysis, the 5008 found a high level of acceptance the 
first two and a half years it was on the market. the new 

machine not only reinforces our strong market position, 
but also provides excellent prospects for future market 
share growth. 

in the u.s., fresenius medical care’s most important 
business region, our market share in these two product 
groups – dialyzers and dialysis machines – exceeded 
70 % of the independent market. we define the inde-
pendent market as all dialysis clinics that do not belong 
to a major u.s. wide dialysis care provider, such as  
fresenius medical care or davita.

market shares
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sales of our 2008k dialysis machine grew by more than 
14 % in 2007. this dialysis machine is the leading dialysis 
system in the u.s.; we have sold more than 15,000 of 
these machines there. again, dialyzers also outpaced 
average growth in the u.s., where we achieved record 
figures by selling approximately 30 million optiflux dia-
lyzers. at the end of 2007, more than three quarters of 
all hemodialysis patients in the u.s. on single-use have 
been provided with single-use dialyzers from fresenius 
medical care. 

the number of peritoneal dialysis patients grew by 
about 6 % to some 180,000 worldwide; the number of 
patients treated with our products remained constant  
at about 32,500. worldwide, we hold an 18 % share  
of that market, which is still dominated by baxter. our 
market share in the u.s. was 29 %. further information 
on our position in the home therapies market, which 
comprises peritoneal dialysis and home hemodialysis, 
can be found in the “home dialysis” section beginning  
on page 105. 

EvEnts significant for  
thE businEss dEvElopmEnt

acQuisitions
we discussed the acquisition of renal care group (rcg) 
in the u.s. at length in last year’s annual report. rcg’s 
revenue and earnings have been included in fresenius 
medical care’s consolidated statements of income and 
consolidated statements of cash flows since april 1, 
2006. as a result, our revenue and earnings for the first 
three months of 2007 were influenced by the first-time 
consolidation of rcg. 

our largest acquisition in 2007 was the takeover of 
renal solutions, inc. (rsi). with rsi, we acquired the  
so-called sorb cartridge, a technology for advancing 
home hemodialysis and creating a platform for the  
development of a potential wearable artificial kidney. 
the acquisition agreement provided for total consider-
ation of up to $ 190 million, consisting of $ 100 million 
at closing, $ 60 million after the first year, and up to 
$ 30 million in milestone payments over the next three 
years. rsi had approximately $ 10 million of net debt 

outstanding at closing. further information on rsi can 
be found in the “research and development” section 
from page 61 onwards and in “home dialysis” starting  
on page 105 as well as in note 3 of the financial report.

at the beginning of the year, we acquired a majority 
stake of 51 % in the taiwanese dialysis clinic operator 
jiate Excelsior co. ltd. with a purchase price of $ 38 mil-
lion. the acquisition contributed about $ 85 million to 
our revenue in 2007. this transaction makes fresenius 
medical care the leading provider of dialysis services in 
asia. with a prevalence rate of more than 2,000 pa-
tients per million population, taiwan is the country with 
the second-highest incidence of chronic kidney failure 
worldwide, after japan. at the end of 2006, there  
were about 48,000 dialysis patients in taiwan, with  
the number of patients growing by around 6 % a year. 

in july 2007, we also acquired a production site in  
jiangsu, china, from the taiwanese company bioteque 
corp. the plant makes bloodline systems and other 
non-reusable dialysis products for the chinese market. 
in addition, it offers excellent opportunities to produce 
liquid and single-use products for the chinese market 
as well as for other countries in the region. 

divEstmEnts
in the second quarter of 2007, we sold the perfusion 
business of our subsidiary fresenius medical care Extra-
corporeal alliance (fmcEa) in the u.s. to specialty care 
services group. with this step, fresenius medical care 
divested itself of an area which does not belong to our 
core business. we will now be able to concentrate even 
more on the worldwide dialysis market, in which higher 
margins can be achieved. in 2006, the revenue generat-
ed by the perfusion business totaled about $ 110 million. 
its consolidation in fresenius medical care ended on 
may 9, 2007. 

financing
at the beginning of the third quarter of 2007, we  
successfully placed senior notes due 2017 amounting 
to $ 500 million. the coupon is 6 7/ 8 %. we used the 
proceeds to reduce indebtedness under the company’s 
senior secured bank credit facility and other, short-term 
debt. the senior notes were issued by fmc finance iii 

02.1 operations and business environment 
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s.a., a wholly-owned subsidiary of fresenius medical 
care ag & co. kgaa. they are guaranteed by fresenius 
medical care ag & co. kgaa, fresenius medical care 
holdings, inc., and fresenius medical care deutschland 
gmbh. 

in addition, we carried out a share split in june 2007. 
details can be found in the “share split” section  
from page 45 onwards. 

Economic and businEss EnvironmEnt
the general economic and business environment as well 
as the legal conditions in our industry remained virtually 
unchanged in 2007. consequently, there were no major 
changes in our area of operations. dialysis remains a 
medically indispensable and life-saving treatment for 
kidney patients. apart from a kidney transplant, there  
is no direct alternative to dialysis therapy. our company 
is therefore active in a market that is largely unaffected 
by economic fluctuations. this is a major difference 
compared to many other industries and is reflected in 
the stable development of our revenue and earnings. 
furthermore, the devaluation of the u.s. dollar over the 
euro and other important currencies did not have a  
significant impact on the business activities of fresenius 
medical care in 2007.

moreover, we can serve and take advantage of the en-
tire value chain in dialysis due to our vertically integrat-
ed business model, which encompasses both dialysis 
services and dialysis products. our market is character-
ized by a relatively constant growth in patient numbers, 
even in difficult economic times. as an essential compo-
nent of patient care, dialysis services are not susceptible 
to economic fluctuations. the same applies to dialysis 
products, as the majority of dialysis-related supplies are 
disposables. they account for about 26 % of our total 
revenue. however, even our company would not be 
able to completely free itself from the effects of long-
term global economic downturns. 

summary
there were no further major events in 2007 with a  
significant influence on the operating business or the 
legal structure of fresenius medical care.  

in the year under review, fresenius medical care conti-
nued its extraordinarily positive development, achieving 
records in revenue and earnings. we increased our op-
erating margin over the previous year – an indicator of 
the growing profitability of our company. all segments 
and regions contributed to the positive business perfor-
mance.

comparison of thE actual businEss 
rEsults with forEcasts 

fresenius medical care can look back on an exception-
ally successful business year. we reached or partially  
exceeded our targets for 2007. we achieved record 
sales and earnings. 

at the beginning of 2007, we expected revenue of 
about $ 9.4 billion, 11 % more than in 2006. when the 
half-year results were announced, we raised our fore-
cast for the full year to more than $ 9.5 billion due to 
the company’s excellent operating performance up  
to that point. in fact, our revenue amounted to more 
than $ 9.7 billion, well above the target.

originally, we expected our net income for 2007 to  
be $ 675 to $ 695 million, which would have meant a 
growth of 18 % to 21 % on a comparable basis. we also 
raised this forecast when the half-year results were an-
nounced in august to between $ 685 and $ 705 million. 
when the nine-month results were released in october 
2007, we slightly adjusted this forecast to the upper  
end of the spectrum. at the end of 2007, the net in-
come totaled $ 717 million, significantly higher than the 
target. as expected, there were no one-time effects in 
2007.  
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the effective tax rate was 38.5 % in the year under  
review, corresponding to our target of about 39 %. 

the expected continuous development of the dividend 
is reflected by our dividend proposal. pending approval 
by the general meeting, the dividend per ordinary share 
will increase by 15 % to € 0.54. more information on 
this can be found in the “dividend” section from page 46 
onwards. 

at the beginning of the year, we expected our capital 
expenditures and acquisition spending to total approxi-
mately $ 650 million. in total, capital expenditure and 
acquisitions amounted to about $ 807 million including 
the acquisition of renal solutions, inc. (rsi). rsi was not 
taken into account in the original planning for 2007. 
without rsi, our capital expenditures and acquisition 
spending would have been at about $ 687 million and 
therefore within the scope of the outlook. 

the operating cash flow – driven by earnings perfor-
mance and ongoing good management of accounts  
receivable – was expected to be within the target range 
of 9 % to 11 % of total revenue. at the end of the year, 
the operating cash flow amounted to about $ 1.2 billion 
or approximately 12 % of total revenue, thus exceeding 
our expectations.  

according to our forecast, the debt / Ebitda ratio was  
to fall by the end of 2007 to less than three times the 
earnings before interest, tax, depreciation and amorti-
zation (Ebitda). we already reached this target in the 
middle of the year. the debt / Ebitda ratio was 2.84 at 
the end of 2007.

in 2007, the number of people employed by fresenius 
medical care (full-time equivalents) increased to 61,406. 
the continued strong organic growth of the dialysis  
services business in north america and the acquisitions 
in asia were key contributing factors. we anticipated 
having more than 60,000 employees by the end of 2007. 

research and development expenditures – which 
strengthen and enhance fresenius medical care’s future – 
were about $ 67 million, within our expectations. the 
field of dialysis products is generally characterized by 
the ongoing development of existing product groups. 
one of the key innovations was the body composition 
monitor (bcm), which reached market maturity in the 
year under review. details on this product can be found 
from page 8 onwards in the “product innovation” section.

general economic conditions were as follows: the  
economic situation in the u.s. and Europe, our most  
important core markets, improved. we recorded above-
average growth rates in asia and latin america. how-
ever, the dialysis business of fresenius medical care  
is less dependent on economic cycles than other  
industries. 

the dialysis market developed much as we expected: 
the market volume was up by approximately 5 %; the 
number of patients grew by around 6 %; hemodialysis 
remained by far the most important method used to 
treat chronic kidney failure. in terms of the distribution 
of dialysis patients according to treatment method, 
there were no significant changes compared to the  
previous year.

02.1 operations and business environment 

 results 2007 objectives raised objectives announced 
  august 2007 february 2007

revenue
net income
capital expenditures and acquisitions
debt / Ebitda ratio

+ 11 % to $ 9.4 billion 
$ 675 – $ 695 million

~ $ 650 million
below 3.0

  > $ 9.5 billion 
$ 685 – $ 705 million

–
–

$ 9.7 billion
$ 717 million
$ 807 million

2.84

development of forecast
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thE managEmEnt’s gEnEral assEssmEnt 
of businEss pErformancE

2007 was an exceptionally successful year for our com-
pany. revenue and earnings climbed to record levels. 
we achieved and clearly surpassed all of the main goals 
we had set ourselves at the beginning of the year. both 
the north america and the international segment con-
tributed to this development with their dialysis products 
and services. 

our company grew more strongly than the dialysis in-
dustry as a whole and was able to further expand its 
share of the market as a result. by means of targeted 
strengthening of our clinic network in asia, we are now 
the largest provider of dialysis services in this region, 
too. 

we were able to uphold our leading position in north 
america, by far our biggest market, and our revenue 
also rose significantly in Europe and latin america.

fresenius medical care’s profitability continued to in-
crease in the year under review. we were able to further 
improve the operating margin (Ebit margin) in north 
america and in the international segment. our net  
income grew at an even higher rate than the operating 
result.

with the acquisition of renal solutions, inc. we further 
strengthened the technological capabilities in our com-
pany to put us in a leading position in the area of home 
therapies, particularly home hemodialysis. this is another 
step towards achieving the goal 10 growth goals we 
announced in 2005. 
  

 results 2007 objectives 2007 objective 
  (after raising in august) reached

revenue
net income
capital expenditures and acquisitions
debt / Ebitda ratio
Employees (full-time equivalents)

dividend 

research and development expenditures

product innovations 

> $ 9.5 billion
$ 685 – $ 705 million

 ~ $ 650 million
 below 3.0

more than 60,000
 continuous

increase
~ $ 60 million

further expansion of 
product and service range

✓

✓

✓

✓

✓

✓ 

✓

✓ 

$ 9.7 billion
 $ 717 million
 $ 807 million
 2.84
 61,406

proposal + 15 % per 
ordinary share

$ 67 million

bcm and osvaren 
introduced

obJectives and results for 2007
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rEsults of opErations, financial situation, 
assEts and liabilitiEs

02.2

on march 31, 2006, fresenius medical care completed 
the acquisition of renal care group (rcg). since april 1, 
2006, rcg’s business activities have been included in our 
consolidated financial statements and consolidated 
statements of cash flows. rcg was therefore for the 
first time in 2007 fully consolidated for a full year. addi-
tional analyses of this transaction and information on 
other acquisitions can be found in note 3 of the financial  
report. 

rEsults of opErations

rEvEnuE
fresenius medical care’s revenue increased considerably 
by 14 % to $ 9.72 billion in the 2007 fiscal year. currency- 
adjusted growth was 12 %. the acquisition of rcg, net 
of acquisition-related divestitures, contributed 4 % to 
the revenue increase, other acquisitions 2 % and organic 
growth 6 %. 

as a vertically integrated dialysis company, fresenius 
medical care offers a full range of dialysis products as 
well as dialysis services in the form of high-quality treat-
ments in dialysis centers around the world. dialysis care 
accounts for 74 % of the total revenue (2006: 75 %).we 
achieved 26 % of our revenue with dialysis products in 
2007 (2006: 25 %). 

our worldwide dialysis care business grew by 13 %  
to $ 7.21 billion in 2007. in constant currency, revenue  
increased by 12 %. the acquisition of rcg, net of ac-
quisition-related divestitures, accounted for 5 % of the 
revenue growth, same market treatment growth for 
4 %, higher revenue per treatment and other acquisi-
tions each for 2%, and exchange rate effects for 1 %. 
sold and closed clinics reduced the revenue growth  
(– 1 %). 

the core of our dialysis services is providing high-quality 
treatments in our dialysis clinics. therefore, to raise our 
revenue from dialysis care it is essential that we increase 
the number of dialysis treatments performed. at the 

end of 2007, we operated over 2,200 dialysis clinics, 
6 % more than at the end of 2006. the number of dial-
ysis patients treated by fresenius medical care totaled 
nearly 174,000 as of december 31, 2007, also a 6 % in-
crease over the previous year. the number of treatments 
in the year 2007 grew by 11 % to about 26.44 million. 
the disproportionate increase in the number of treat-
ments compared to the growth in clinics and patients is 
due to the consolidation of rcg as of march 31, 2006.  

the revenue we achieved with dialysis products rose by 
18 % (12 % in constant currency), totaling $ 2.51 billion. 
the main reasons for the increase were the higher sales 
of hemodialysis machines, dialyzers and concentrates, 
as well as the acquisition of the phosphate binder  
phoslo at the end of 2006. including revenue with our 
own dialysis clinics, the revenue with dialysis products 
also rose by 18 %, reaching $ 3.28 billion. 

both segments – north america and international – 
contributed to the revenue growth. the revenue in 
north america rose by 11 % to $ 6.66 billion. revenue 
growth in the international segment was even higher  
at 24 %, or 15 % at constant currency, with the total 
revenue amounting to $ 3.06 billion. 

as in the previous years, we achieved by far the largest 
share of our revenue in north america with dialysis care. 
dialysis products continued to dominate in the interna-
tional segment, accounting for about 60 % of our  
revenue.

north america is the most important business region  
for fresenius medical care. in 2007, we achieved about 
69 % of our total revenue in this region, compared to 
around 71 % in 2006.  

revenue from dialysis care in north america increased  
by about 10 % to approximately $ 6.0 billion. this  
corresponds to 90 % of the revenue generated in this 
segment. the dialysis care growth in 2007 was due, 
among other things, to the rcg acquisition, net of  
acquisition-related divestitures (contributing 6 %), same 

02.2 results of operations, financial situation, assets and liabilities02.1 operations and business environment 
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market treatment growth (contributing 3 %), and other 
acquisitions (contributing 1 %). in addition, revenue  
per treatment increased by 2 %. sold or closed clinics, 
as well as the sale of our perfusion business, partially  
offset revenue growth (– 2 %). 

the average revenue per treatment in the u.s. – our 
largest market – increased from $ 321 to $ 327 in 2007. 
the primary reasons were the improved commercial 
payor rates, the 1.6 % increase in medicare’s composite 
rate, an increase in the drug add-on adjustment and the 
effects of the rcg acquisition. this development was 

partially offset by decreased utilization of and reduced 
reimbursement rates for Epo. 

dialysis products also developed extremely well. in  
the north america segment, it comprises products  
for hemodialysis and peritoneal dialysis. revenue with  
dialysis products grew by 18 % to $ 661 million. the 
continued high sales of the 2008 dialysis machine  
conceived for the u.s. market, dialysis concentrates, 
and the phosphate binder phoslo were contributing 
factors. 

north america
Europe / middle East /africa
latin america
asia-pacific
total

 3 %
 6 %
 2 %
 163 %
 6 %

 1,602
 362
 169
 105
 2,238

 1,560
 342
 166
 40
 2,108

north america
Europe / middle East /africa
latin america
asia-pacific
total

 9 %
 8 %
 6 %
 121 %
 11 %

 18.45
 4.07
 2.71
 1.21
 26.44

 16.88
 3.76
 2.55
 0.55
 23.74

in millions 2007 2006 change

number 2007 2006 change

number 2007 2006 change

north america
Europe / middle East /africa
latin america
asia-pacific
total

 3 %
 7 %
 5 %
 113 %
 6 %

 121,431
 26,902
 17,741
 7,789
 173,863

 117,855
 25,078
 16,924
 3,660
 163,517

patients

treatments

clinics
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the international segment comprises all business re-
gions except north america. in 2007, fresenius medical 
care achieved about 31 % of its total revenue in this 
segment. revenue grew by 24 % (15 % in constant cur-
rency) to $ 3.06 billion. the share of revenue generated 
by the different regions within the international seg-
ment changed slightly from the previous year. due to 
the acquisitions made at the beginning of the year, the 
asia-pacific region accounted for around 18 % of the  
international segment’s revenue, compared to 15 % in 
2006. 

in the international segment, dialysis care revenue in-
creased by 33 % (23 % in constant currency) to $ 1.21 
billion. as a result, we generated more than $ 1 billion 
with dialysis services outside of north america for the 
first time. on account of the ongoing high demand for 

dialysis machines of the 4008 and 5008 series, as well 
as for dialyzers and products for peritoneal dialysis, dial-
ysis product revenue rose by 18 %, totaling $ 1.85 billion 
(10 % in constant currency). 

the biggest business region in the international segment 
is Europe / middle East /africa. revenue in this region 
rose by 20 % to $ 2.12 billion. currency-adjusted reve-
nue growth was 9 %. the substantial difference be-
tween the growth rates is due to the fact that fresenius 
medical care prepares financial statements in dollars 
but conducts much of its business in this region in 
euros. last year, the exchange rate between the dollar 
and the euro changed significantly in favor of the euro, 
resulting in strongly varying growth rates. the region 
accounted for 22 % of total revenue. 

$ in millions 2007 2006 change organic currency trans-  acquisitions / share in total  
     growth lation effects divestments revenue

north america
international
total

5 %
9 %

 6 %

 
9 %

 3 %

69 %
31 %

 100 %

11 %
24 %

 14 %

6 %
6 %

 5 %

6,025
2,474

 8,499

6,663
3,057

 9,720

revenue development by segments

$ in millions  2007 2006 change

north america
Europe / middle East /africa
latin america
asia-pacific
total

 11 %
 20 %
 22 %
 44 %
 14 %

 6,663
 2,116
 400
 541
 9,720

 6,025
 1,770
 327
 377
 8,499

revenue by region

north america 69 %

 

4 % latin america

5 % asia-pacific
 

22 % Europe / middle East / africa

revenue by region 2007
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as a result of our good business performance in Europe, 
we underlined and expanded our position as the region’s 
largest provider of dialysis care and dialysis products.  
as of december 31, 2007, we provided dialysis care to 
almost 27,000 patients in 362 dialysis facilities, 7 % 
more than twelve months before.

in 2007, our revenue from dialysis care in Europe was 
around $ 761 million, 23 % up on the previous year.  
adjusted for currency effects, revenue rose by 12 %. 
revenue with dialysis products amounted to $ 1.36  
billion, a growth of 17 % (currency-adjusted 8 %).

we can also look back on a continued good business 
performance in latin america. revenue grew by 22 % 
to $ 400 million, and by 14 % in constant currency. latin 
american revenue accounted for 4 % of our total reve-
nue. dialysis care revenue rose by 21 % (14 % in con-
stant currency) to $ 263 million. we generated $ 137 
million with dialysis products, an increase of 24% over 
2006 (15 % in constant currency). at the end of 2007, 
we treated around 18,000 patients in the 169 dialysis 
clinics in this business region. 

the largest percentage increase was recorded in the 
asia-pacific region, primarily due to acquisitions. reve-
nue in this region rose by 44 %, totaling around $ 541 
million. in constant currency, revenue growth was 40 %. 
this region accounted for 5 % of fresenius medical 
care’s total revenue. 

in the asia-pacific region, revenue with dialysis products 
increased by 19 % (15 % in constant currency) to $ 354 
million in 2007. dialysis care revenue showed particularly 
strong growth due to acquisitions, increasing by 134 % 
(133 % in constant currency) to about $ 187 million.

the volume of orders is not a significant factor for  
fresenius medical care on account of its business 
model. up to three-fourths of our business consists of 
regular services. in addition, most of our product busi-
ness concerns single-use products, so that it is hardly  
influenced by project-related orders which could lead to 
significant changes in the order volume in the reporting 
period. as a result, fresenius medical care does not  
report on the basis of this financial ratio. 

north america
dialysis products
dialysis services
total

 
international
dialysis products
dialysis services
total

 
WorldWide
dialysis products
dialysis services
total

 18 %
 10 %
 11 %
 

 18 %
 33 %
 24 %
 

 18 %
 13 %
 14 %

 661
 6,002
 6,663
 

 1,846
 1,211
 3,057
 

 2,507
 7,213
 9,720

 561
 5,464
 6,025
 

 1,561
 913
 2,474
 

 2,122
 6,377
 8,499

$ in millions  2007 2006 change

revenue by segments
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Earnings
Ebitda. Earnings before interest, taxes, depreciation 
and amortization (Ebitda) increased by 19 % to  
$ 1.94 billion in 2007 (2006: $ 1.63 billion). 

opErating incomE (Ebit). operating income (Earn-
ings before interest and taxes – Ebit) also increased in 
2007, up 20 % to $ 1.58 billion. the operating margin, 
or Ebit margin rose from 15.5 % in 2006 to 16.3 % in 
2007. the percentage increase was mainly a result of  
increased gross margins and the decrease in selling, 
general and administrative costs (sg&a) as a percent-
age of revenue. 

the operating income for 2006 was influenced by the 
$ 40 million gain from acquisition-related divestitures, 
integration costs in connection with the rcg acquisi-
tion, in-process r&d, as well as costs in connection with 
the transformation of our legal form, totaling $ 37 mil-
lion. Excluding these one-time effects, the operating 
margin also would have been 15.5 % in 2006.  

in the north america segment, operating income was 
$ 1.13 billion in 2007, up 17 % against the previous year. 
Ebit in 2006 was $ 965 million. the operating income 
margin rose by 16.0 % in 2006 to 17.0 % in the year 
under review. the increase was mainly due to higher 
revenue per treatment rates and higher volume of prod-
ucts sold, partially offset by higher personnel expenses 
as well as decreased utilization of and reduced reim-
bursement rates for Epo, as well as by the gain from  
acquisition-related divestitures totaling $ 40 million,  
integration costs for the rcg acquisition of $ 31 million, 
and in-process r&d amounting to $ 3 million, all in 2006. 
Excluding the one-time effects, operating income for the 
north america segment would have been $ 958 million 
in 2006, and the operating margin at 15.9 %.

in the international segment, comprising all regions  
outside of north america, we also achieved substantial 
earnings growth. operating income rose by 24 % to 
$ 544 million (2006: $ 440 million). the operating margin 
remained constant at approximately 17.8 % mainly due 

$ in millions 2007 2006 change

north america
international
corporate
total

 17 %
 24 %
 8 %
 20 %

 1,130
 544
 (94)
 1,580

 965
 440
 (87)
 1,318

operating income (ebit)

$ in millions 2007 2006 change

operating income (eBit)

cost of restructuring, transformation  
and in-process r&d

gain from divestiture 

operating income (eBit)  
Before one-time items

 20 %

  

 
  

20 %

 1,580

  
–

 –
  

1,580

 1,318

  
 37
 (40)
  

 1,315

impact of one-time items 
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to disproportionately higher growth in the dialysis care 
business, offset by operational improvements. 

corporate costs for our central administration rose 
slightly in 2007. they are not included in the calculation 
of the Ebitda and the Ebit (the operating income) of 
the international and north america reporting segments. 
fresenius medical care believes that these costs are not 
within the control of the individual segments. they  
relate mainly to overhead charges such as accounting 
and finance as well as other staff functions. the total 
corporate operating costs amounted to $ 94 million in 
2007 compared to $ 87 million in 2006. the increase 
was mainly a result of exchange rate effects. in constant 

currency, operating costs for the central administration 
amounted to $ 88 million. 

Earnings before taxes increased by 25 % to $ 1.21 billion, 
compared to $ 967 million in the previous year. Exclud-
ing one-time effects, earnings before taxes amounted 
to $ 978 million in 2006.

nEt incomE. net income rose to $ 717 million, up by 
34 % over 2006 ($ 537 million). 

in 2006, net income was influenced by the after-tax  
effects of expenses totaling $ 9 million from the com-
plete write-off of deferred financing fees related to our 

net revenue
cost of revenue
gross profit

in % of revenue
operating income (eBit)

interest (net)
earnings Before income taxes

net income

 14 %
 13 %
 17 %

 
 20 %

 6 %
 25 %

 34 %

 9,720
6,364

 3,356

 34.5
 1,580

371
 1,209

 717

 8,499
5,621

 2,878

 33.9
 1,318

351
 967

 537

a detailed representation can be found in the consolidated financial statements in the financial report from page 43 onwards.

$ in millions  2007 2006 change

abbreviated statement of income

$ in millions 2007 2006 change

net income

cost of restructuring, transformation  
and in-process r&d

write-off fmE prepaid financing fees 
loss from divestiture
net income Before one-time items

 34 %

  

 

 25 %

 717

  
–

 –
–

 717

 537

  
 24
 9

4
 574

impact of one-time items
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previous senior credit agreement, $ 4 million net loss 
on acquisition-related divestitures, costs of $ 22 million 
for the integration of rcg, as well as $ 1 million of in-
process r&d and $ 1 million costs related to the trans-
formation of fresenius medical care’s legal form.  
Excluding these costs, net income for 2006 totals $ 574 
million, and the net income increase in 2007 is 25%. 

dEvElopmEnt of othEr major itEms of thE  
incomE statEmEnt
gross profit. the gross profit in 2007 was $ 3.36 bil-
lion, 17 % higher than in the previous year ($ 2.88 bil-
lion). the gross profit margin increased from 33.9 % to 
34.5 % in the same period. this was mainly due to in-
creased revenue per treatment rates. the effects were 
partially offset by higher personnel costs, by decreased 
utilization of and reduced reimbursement rates for Epo 
in north america, by higher growth in the international 
segment’s dialysis care business, which show a lower 
gross profit margin, as well as by renal pharma sales 
growth, which also has lower margins.  

selling, general and administrative (sg&a) costs grew  
by 10 % to $ 1.71 billion (2006: $ 1.55 billion). sg&a  
as a percentage of sales decreased to 17.6 % in 2007 
(2006: 18.2 %). the positive effect of the economies of 
scale in the international segment was partially offset  
by higher personnel expenses. in addition, 2006 was 
negatively impacted by the effects of charges of $ 32 mil-
lion related to the integration of the rcg acquisition, 
$ 3 million for in-process r&d and $ 2 million for the 
transformation of the company’s legal form.

depreciation and amortization expense for 2007 totaled 
$ 363 million after $ 309 million the year before. 

nEt intErEst ExpEnsE. net interest expense in 2007 
amounted to $ 371 million compared to $ 351 million  
in the 2006 fiscal year. the increase was primarily a  
result of increased debt due to the rcg acquisition.  

the write-off of fees related with the early retirement of 
debt incurred under the senior credit agreements had 
an impact of $ 15 million in 2006. more information on 
this can be found in note 10 in the financial report on page 70. 

tax ratE. income tax expense amounted to $ 466 mil-
lion compared to $ 413 million in the previous year.  
this corresponds to an effective tax rate of 38.5 % after 
42.8 % in 2006. the higher tax rate in 2006 was primar-
ily a result of tax charges related to the gain from  
divested clinics in the u.s. Excluding this effect, there 
would be an effective tax rate of 39.8 % for 2006. in 
addition, the 2006 tax rate was impacted by additional 
tax expense in connection with a tax audit in germany.

Earnings pEr sharE. Earnings per share (Eps) are cal-
culated in accordance with u.s. gaap using the weight-
ed average number of outstanding shares. Earnings  
per ordinary share are calculated by dividing net income  
less preference amounts by the weighted average  
number of outstanding shares during the fiscal year. in  
accordance with our articles of association, preference 
shares receive a premium dividend of € 0.02 per share. 
based on the average exchange rate of the euro and 
the u.s. dollar during 2007, this equals $ 0.02, resulting 
in a total preference dividend payment of $ 0.1 million. 
this must be subtracted from net income to determine 
earnings per ordinary share. in 2007, an average of 
295.67 million shares was outstanding, comprised of 
291.93 ordinary shares and approximately 3.74 million 
preference shares. 

based on our 2007 net income of $ 717 million, earn-
ings per ordinary share grew to $ 2.43, an increase of 
33 % compared to $ 1.82 in the previous year. consider-
ing the additional preference dividend of $ 0.02, we 
were able to increase earnings per preference share to 
$ 2.45 from $ 1.85 in 2006, also representing an increase 
of 33 %.

02.2 results of operations, financial situation, assets and liabilities
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valuE addEd statEmEnt
the value added statement shows fresenius medical 
care’s total output in 2007. all goods and services  
purchased as well as depreciation and amortization are 
subtracted. the value added of fresenius medical care 
amounted to $ 4.8 billion in 2007 (2006: $ 4.1 billion), 
an increase of 17 % over the previous year. our employ-
ees accounted for $ 3.19 billion or 67 % of this, followed 
by governments at 10 %. about $ 400 million or 8 % 
went to lenders, while shareholders and minority inter-
ests received $ 245 million (around 5 %). the company 
retained $ 498 million for reinvestments.

financial situation

financial managEmEnt policiEs and goals
Ensuring our financial flexibility is key to the financing 
strategy of fresenius medical care. we achieve this by 
means of a broad selection of financial instruments and 
a broad investors. the maturity profile is characterized 
by a wide spread of maturities with a large proportion 
of medium- to long-term financing.

in addition, sufficient financial cushion is assured by 
only partly drawn revolving syndicated credit lines.  
market capacity, financing costs, investor diversification, 
flexibility, qualification requirements and maturities are 
all taken into consideration when selecting financial  
instruments. at the same time, we seek to optimize our 
financing costs.

financing
detailed information on financing can be found in the 
financial report in the “liquidity and capital resources“ 
section from page 19 onwords as well as in note 9 and note 10. 

rating
in 2007, the rating agencies moody’s and standard & 
poor’s changed the outlook on the corporate credit  
rating for the company and rate fresenius medical care 
as shown on the following page.

the rating agencies justify the current ratings and the 
improved outlook with better credit metrics as well as 
the successful integration of the renal care group.  
furthermore, the rating decisions are based on the  

$ in millions 2007 2006

creation
company output
materials and services purchased
gross value added
depreciation and amortization
net value added

 

distribution1

Employees
government
lenders
shareholders & minority interest holders
company
net value added

 9,796
  (4,635)
 5,161
  (363)
 4,798

 

 3,189
 466
 400
 245
 498
 4,798

8,522
  (4,108)
 4,414
  (309)
 4,105

 
 
 2,767
 413
 372
 191
 362
 4,105

 100 %
 – 47 %
 53 %
 – 4 %
 49 %

 

 67 %
 10 %
 8 %
 5 %
 10 %
 100 %

100 %
 – 48 %
 52 %
 – 4 %
 48 %

 
 
 67 %
 10 %
 9 %
 5 %
 9 %

 100 %
1 assuming that the proposal for the allocation of profits for 2007 is accepted.

value added statement
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constant improvement in operating performance and 
the company’s ability to generate predictable and stable 
cash flows. 

in addition to the corporate credit rating, the main  
financing instruments of fresenius medical care have 
also been rated by moody’s and standard & poor’s. the 
respective details can be found on our web site in the 
section investor relations / credit relations.

EffEct of off-balancE-shEEt financing  
instrumEnts on thE financial position and 
assEts and liabilitiEs
fresenius medical care is not involved in any off-bal-
ance-sheet transactions that could have or will have a 
significant effect on its financial position, expenses or 
earnings, profitability, liquidity, investments, assets or 
capitalization.

liQuidity analysis
comprehensive information on liquidity can be found  
in the “liquidity and capital resources” section of the 
financial report on page 19. 

dividEnds
fresenius medical care will propose to the annual gen-
eral meeting the eleventh consecutive dividend increase. 
for 2007, a dividend of € 0.54 per ordinary share (2006: 
€ 0.47) and € 0.56 per preference share (2006: € 0.49) is 
proposed. this represents an increase of 15 % and 14 % 
respectively. the total distribution would be approxima-
tely € 160 million (2006: € 139 million). further informa-
tion on the dividends can be found in the “to our 
shareholders” section on page 46. 

invEstmEnts and acQuisitions
in 2007, fresenius medical care paid $ 900 million for 
investments and acquisitions. of this amount, $ 807 mil-
lion were cash transactions.

a total of $ 549 million were net capital expenditures 
after $ 450 million in 2006. the majority of this amount 
was invested in our dialysis care activities ($ 324 million), 
used to equip new clinics and to maintain existing ones. 
in addition, $ 160 million were used for the maintenance 
and expansion of production sites, mainly in north 
america, germany and japan. a further $ 96 million 
were spent for our sales and distribution activities,  
primarily to capitalization of dialysis machines provided 
to our customers, mainly in the international segment. 
some $ 31 million resulted from the sale of property, 
plant and equipment.

capital expenditures comprised about 6 % of our total 
revenue. the north america segment accounted for 
$ 315 million and the international segment for about 
$ 234 million. 

of the net capital expenditures, 56 % were invested in 
our dialysis services activities and 44 % in our dialysis 
products business. about 53 % of the net capital expen-
ditures were used for expanding existing facilities, and 
47 % were used for the maintenance of existing produc-
tion sites and dialysis clinics.

about 57 % of all capital expenditures were in north 
america, compared to 67 % a year earlier. Europe ac-
counted for 33 % while the asia-pacific region received 
6 % and the latin america region 4 %. 

we spent $ 258 million for acquisitions in 2007. $ 62 mil-
lion thereof were spent in the north america segment 
and $ 76 million in the international segment, in both 
primarily for the acquisition of clinics. in addition, $ 120 
million were spent for the acquisition of renal solutions, 
inc. (rsi). Excluding rsi, acquisition expenditure totaled 
about $ 138 million in 2007. 

 rating outlook

standard & poor’s
moody’s

 bb
 ba2

 stable
 positive

rating
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overall, around $ 777 million were spent for capital ex-
penditures and acquisitions in 2007, taking into account 
divestitures. this was a much lower amount than in the 
previous year, in which we spent approximately $ 4.2 bil-
lion, particularly due to the rcg acquisition.

cash flow analysis
fresenius medical care’s cash flow statement shows  
a sustained development. operating cash flow was  
$ 1.2 billion in 2007, after $ 908 million based on the  
figures reported in 2006. payments amounting to $ 64 
million for taxes and $ 35 million for other costs, both  
in connection with the rcg acquisition, as well as tax  
payments of $ 99 million related to fresenius medical 
care’s 2000 and 2001 u.s. tax filings, had a negative  
effect on our cash flow in 2006. Excluding these one-
time effects, cash flow totaled $ 1.106 billion in the 
2006 fiscal year. the cash flow increase of $ 94 million 

over the cash flow adjusted for one-time effects was 
primarily due to the higher earnings, partially offset by 
a lower decrease in days sales outstanding (dso) in 
2007 compared to 2006 (2007: 2 days; 2006: 6 days). 

a detailed description of further factors can be found  
in the financial report in the “liquidity and capital  
resources” section beginning on page 19. 

we were able to reduce the dso in north america by 
one day to 58 days by the end of 2007; outside north 
america, the dso fell by nine days to 110 days. we  
reduced the total dso by two days to 74 days. this  
positive development was due, among other things,  
to the extension of an electronic billing program, more 
favorable payment terms in payor contracts in the u.s., 
and our management’s effort to improve collection of 
receivables. 

total: $ 549 million

north america 57 %

 

4 % latin america

6 % asia-pacific
 

33 % Europe / middle East / africa

$ in millions 2007 2006 thereof property, thereof thereof change % of total 
    plant and acquisitions divestitures   
   equipment and 
   intangible assets

north america
international
corporate
total

 30
 –

–
 30

45 %
40 %
15 %

 100 %

315
234

–
 549

 (3,731)
 147  
 120 
 (3,464)

4,079
162

–
 4,241

347
310
120

 777

 62
 76

120
 258

investments and acquisitions by segment

net capital eXpenditures by region
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we were able to finance all of the investments and  
acquisitions made in 2007, as well as the dividends paid 
to our shareholders, from the operating cash flow.

Expenditure for investment activities amounted to $ 777 
million in 2007, compared to $ 4.241 billion in the previ-
ous year ($ 609 million excluding the rcg acquisition). 
in 2007, $ 549 million went to net capital expenditure 
net of disposals. 

this resulted in a free cash flow before acquisitions and 
dividends of $ 651 million after $ 458 million in 2006. 
Excluding one-time effects, the free cash flow amount-
ed to $ 656 million. payments for acquisitions net of  
divestitures of $ 30 million amounted to $ 228 million 
and for dividends to $ 188 million. the resulting free 

cash flow after acquisition payments and dividend dis-
tribution totaled $ 235 million. Excluding the acquisition 
of rsi, the free cash flow after acquisition and dividend 
payments amounts to $ 355 million. thus, it increased 
significantly compared to the previous year’s figure of 
$ 145 million excluding the net payment for the rcg  
acquisition of $ 3.632 billion. this development is mainly 
a result of the improvement of the operating cash flow 
discussed above. moreover, as mentioned above, tax 
payments and other payments in connection with the 
rcg acquisition in 2006 had a negative impact on the 
cash flow. Excluding these one-time payments in 2006, 
the free cash flow after acquisition and dividend pay-
ments would have only increased slightly, by $ 12 million, 
due to higher net capital expenditures (see the previous 
section “investments and acquisitions” on page 87 ). 

$ in millions  2007 2006 change

cash at the beginning of the year
cash from operating activities
cash (used in) investing activities
cash (used in) from financing activities
Effect of exchange rate changes on cash
cash at the end of the year
free cash flow

 87 %
 32 %
 
 
 – 85 %
 54 %
 42 %

 159
 1,200
 (777)
 (341)
 4
 245
 651

 85
 908
 (4,241)
 3,383
 24
 159
 458

a detailed representation can be found in the consolidated financial statements in the financial report from page 43 onwards.

abbreviated statement of cash floW

in days 2007 2006 change 

north america
international
total

  59
  119
 76

 – 1
 – 9
 – 2

 58
 110
 74

days sales outstanding

$ in millions

2007 1,200

2006 908

 

operating cash floW
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assEts and liabilitiEs

balancE shEEt and assEt situation
the company’s total assets increased from $ 13.04 bil-
lion to $ 14.17 billion in year-to-year terms. in constant 
currency, the total assets grew by $ 783 million or 6 %. 

non-current assets amounted to $ 10.3 billion, repre-
senting about 73 % of total assets and thus remaining 
virtually unchanged compared to the previous year 
(74 %). in constant currency, non-current assets grew  
by 5 % to $ 10.14 billion. this is mainly due to additions 
of goodwill from business combinations and capital  
expenditures. 

non-current assets include goodwill of $ 7.25 billion. 
thereof goodwill of $ 3.4 billion is related to the acquisi-
tion of rcg, and goodwill of $ 2.11 billion is related to 
the founding of fresenius medical care in 1996. proper-
ty, plant and equipment rose by 19 % or $ 331 million  

to $ 2.05 billion, primarily as a result of investments of 
$ 584 million and exchange rate effects of $ 69 million 
less depreciation of $ 329 million. more information on 
this can be found in the “investments and acquisitions” 
section. 

current assets rose by 13 % to $ 3.86 billion (8 % in con-
stant currency). this currency-adjusted increase is mainly 
due to higher trade accounts receivable, an increase in 
cash and cash equivalents and an increase in inventories.

shareholders’ equity rose by 14 % to $ 5.58 billion com-
pared to $ 4.87 billion in 2006. this increase was mainly 
due to the net income of $ 717 million, exchange rate 
effects of $ 137 million and proceeds from the exercise 
of stock options totaling $ 46 million. the dividend  
distribution for 2006 of $ 188 million partially offset  
this increase. the equity ratio increased slightly by two 
percentage points to 39 % in 2007. 

2007 $ 14,170 million

2006 $ 13,045 million  

  shareholders´ equity    non-current liabilities    current liabilities
a detailed representation can be found in the consolidated financial statements in the financial report from page 43 onwards.

39 %

37 % 18 %

21 %

45 %

40 %

equity and liabilities

2007 $ 14,170 million

2006 $ 13,045 million  

  non-current assets    other current assets    accounts receivable    inventories

9 % 4 %73 % 14 %

8 % 4 %74 % 14 %

balance sheet structure 
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fresenius medical care has a strong position in global, 
growing and non-cyclical markets of the dialysis indus-
try. the dialysis industry is characterized by stable cash 
flows; most of the company’s customers have a high 
credit rating. as a result, high, stable, plannable and 
sustained cash flows are achieved. this gives rise to an 
appropriate share of leveraged capital, i.e. the use of  
a balanced mix of financial liabilities. 

77 % of our debt is denominated in u.s. dollars. short-
term debt amounted to $ 974 million (including the 
short-term portion of trust preferred securities) after 
$ 496 million at the end of 2006. the medium- to  
long-term debt amounted to $ 4.67 billion, compared  
to $ 5.08 billion in 2006. 

the group has no significant accruals. the largest single 
accrual is for the settlement of fraudulent conveyance 
claims and all other legal matters in connection with  
the national medical care transaction in 1996 resulting 
from the bankruptcy of w.r. grace. this accrual amounts 
to $ 115 million. please see note 8 of the financial report  
for details.

the net debt to equity ratio including minorities  
(gearing) decreased from 1.1 in 2006 to 1.0 in the  
year under review. the return on equity after taxes  
rose to 12.9 % (2006: 11.8 %). 

dEbt / Ebitda ratio
the ratio of debt to Earnings before interest, taxes and 
amortization (Ebitda) was 2.84 at the end of 2007 after 
3.23 in the previous year. the decline resulted from the 
Ebitda increase. 

currEncy and intErEst risk managEmEnt
on december 31, 2007, the nominal value of all foreign 
currency hedging contracts was $ 708 million. the nom-
inal value of interest rate hedging contracts amounted 
to $ 3.919 billion. further information can be found in 
the risk report from page 109 onwards and in note 19 on the  
financing instruments in the financial report on page 99. 

02.2 results of operations, financial situation, assets and liabilities
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non-financial pErformancE indicators02.3

EmployEEs

at the end of 2007, fresenius medical care employed 
61,406 people (full-time equivalents), 4,603 or 8 % 
more than in the previous year. this increase was mainly 
due to the strong organic growth of our dialysis care 
business in north america, the acquisition of Excelsior 
in taiwan, and the purchase of a production site in 
china. as in the previous years, no employees were  
laid off due to factory closures or similar measures. on 
the contrary, the number of employees has grown by  
an average of 8 % per year since the company was 
founded in 1996.

the highest percentage rise was in the asia-pacific region 
due to strong growth and expansion of our business. at 
the end of 2007, we nearly doubled the number of em-
ployees to about 3,100 people in this area due to growth 
and expansion in this region. due to the expansion of 
our clinic network, for example in the u.s., great britain 
and turkey, we also increased the number of our em-
ployees in Europe and north america. 

at the end of the year, we employed about 3,268 
people in germany, accounting for some 5 % of our 
total workforce, the same percentage as in 2006. this  
illustrates fresenius medical care’s high degree of  
internationalization. 

fresenius medical care is a young company. the  
average age of our employees in germany was 40.1 
years in 2007, roughly the same as in the previous  
year. the fluctuation rate in germany was very low  
at 2.3 %; the year before it was 2.8 %.

fresenius medical care’s personnel costs totaled  
$ 3.13 billion in 2007, about 15 % more than in 2006 
($ 2.72 billion). personnel costs comprised about 32 % 
of the revenue and remained unchanged compared  
to 2006 the average cost per employee was about 
$ 50.8 thousand in 2007 (2006: $ 47.9 thousand).

with an increase of 34 % the net income grew at a 
higher rate than the number of employees, which  
increased by 8 %. therefore, fresenius medical care  
further increased efficiency in the year under review. 

full-time equivalents

2007 61,406 

2006 56,803 
2005 47,521 
2004 44,526 
2003 41,097

 

 
 
 

employees

full-time equivalents 2007 2006 change

north america
Europe / middle East / africa
latin america
asia-pacific
total

 4 %
 8 %
 10 %
 92 %
 8 %

 39,161
 13,401
 5,749
 3,095

61,406

 37,541
 12,443
 5,206
 1,613
 56,803

employees by region
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human rEsourcEs markEting  
and dEvElopmEnt
recruiting and training employees are two important 
aspects of our human resources activities. only by  
continuously developing our personnel we can position 
ourselves as an attractive employer and ensure that  
the company will have a sufficient number of suitable 
experts in the future. 

an important instrument in target-oriented human  
resources development is the analysis of potential for 
improvement. to this end, we conducted employee  
surveys in north america and in a few European  
countries. the response rate was over 30 % in north 
america alone, a good result given the fact that it was 
the first region-wide employee survey we had carried 
out there. fresenius medical care’s quality focus was 
rated particularly high. our staff has embraced our  
high quality standards, enabling us to offer high quality 
products and services to our patients and customers. 
the main area where improvement is needed, according 
to the survey, is in employee communication. the re-
spondents wanted to be informed in more detail about 
important strategic steps. on a more individual level, 
they also requested better opportunities for further  
education. these findings will be taken into account in 
our future human resources work. 

the internet is becoming increasingly important for  
recruitment. in 2007, 2,800 unsolicited job applications 
were sent in online, compared to 2,500 the previous 
year. in the year under review, we analyzed the human 
resources section of our web site in depth. in 2008,  
we plan to revise and tailor it more to the information 
needs of potential candidates. fresenius medical care 
presents itself at graduate conventions and cooperates 
extensively with selected academic institutions to recruit 
staff effectively. in addition, we offer student internships 
and provide research support for degree theses. through 
these efforts, we seek to early attract prospective junior 
managers to our company. 

another focus of our human resources work is ongoing 
further education and training for our employees. as 
mentioned in last year’s annual report, we encourage 
our staff to earn additional qualifications to enable 
them to embark on careers as specialists and project 
managers in addition to classical management roles.  
in 2007, we continued our longstanding cooperation 
with the international business academy insEad ( in 
fontainebleau and singapore ) and other international 
business schools. within the framework of this coope-
ration, top international managers from different sub-
groups of companies attend a strategic management 
seminar and exchange opinions.

02.3 non-financial performance indicators 

Europe / middle East / africa 22 %

 
latin america 9 %

 
asia-pacific 5 %

 
 
 

64 % north america

employees by region

in % 2007 2006

total: 61,406 full-time employees

30 and younger
31– 40
41– 50
older than 50
average age

 18 %
 31 %
 35 %
 16 %

40.1 years

 17 %
 33 %
 35 %
 15 %
 40.2 years

age structure in germany
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the fresenius medical care institute of dialysis nursing 
offers further innovative opportunities for human  
resources development. this institute is presented at 
length from page 20 onwards.

vocational training
vocational training is and always will be important to  
us. at the end of 2007, the fresenius group employed 
around 1,300 apprentices in 34 different occupations 
throughout germany and more than 20 students from 
vocational colleges. in the reporting year, we grew the 
number of apprenticeship training positions at all our 
production sites by more than 30 % over the previous 
year. we consider this as an important commitment; we 
even train young people well beyond our own needs 
and thus fulfill our obligations to society. last year, we 

were able to hire a large part of the trainees who want-
ed to remain with the company. 

to cultivate an entrepreneurial mindset and social skills 
of our apprentices, we carried out a company-wide 
business game for the first time in 2007, which met 
with a positive response. thirteen teams took part. for 
one year, the trainees managed a fictitious company 
that produced and marketed mp3 players. this present-
ed a major challenge as they had to make all decisions 
themselves, e. g. regarding investments, increasing stor-
age capacities, hiring staff, marketing measures, etc.

we intend to step up our marketing activities in and 
with schools to get even more young people interested 
in receiving vocational training at the fresenius group. 

industrial business management assistant 44

management assistant for office communication 35 

certified industrial mechanic 30 

communications engineer specializing in it 28 

bachelor of arts international business administration (ba) 20 

chemical laboratory technician 17 

biological laboratory technician 13 

it systems electronics technician 12 

Energy electronics technician 12 

mechatronics fitter 10 

it applications developer 8 

pharmaceutical technician 6 

business information technologist 6 

tool engineering technician 5 

process engineer for plastics and rubber technology 5 

operating technology electronics technician 4 

mechanical engineer 3 

management assistant for freight forwarding and logistics services 2 

food technology specialist 2 

systems integration specialist 2 

Electrician 2 

it administrator 1 

inventory management specialist 1 

Engineer specialized in plastics technology (ba) 1

systems mechanic 1

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

qualified occupations
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we will be approaching both pupils and teachers. pupils 
are invited to come to our production sites to get an 
idea of corporate life and to attend application training 
classes, while teachers are offered various courses in  
our “schulewirtschaft” (schoolbusiness) workshop.  
the working group “schulewirtschaft” forms an inter-
face between schools and businesses across germany. 
the main aim of the group is to promote and expand 
cooperation between schools and companies. teachers 
gain practically oriented insights into business contexts 
and operational processes which they can incorporate 
in classes. by attending job orientation seminars, pupils 
become better prepared for entering the professional 
world. at the end of november, we held an open day 
on vocational training for the first time at the group 
headquarters in bad homburg. we provided informa-
tion to the many visitors to the event on the training 
programs and courses offered by our group of compa-
nies, and were able to present fresenius medical care 
as an attractive provider of vocational training for  
young people. 

profit sharing
one key element of our economic success is our em-
ployees’ high level of identification with the company. 
this is partly because they participate in the success of 
fresenius medical care. the amount of profit-sharing 
bonuses is linked to the operating result (Ebit) of the 
fresenius group, offering a value-oriented incentive. in 
2007, each entitled employee received € 1,444 as part  

of the program. two-thirds of the bonus amount was 
paid to the employees in the form of shares; they could 
then opt to take the final third in either cash or shares. 
those who opted for shares were awarded bonus 
shares.

stock option plan
via stock option plans, management participates in the 
company’s economic success and in the development 
of the fresenius medical care share. the stock option 
program implemented in 2006 is directly linked to the 
company’s success. managerial staff members will  
receive up to fifteen million options for ordinary bearer 
shares over the next five years, which are exercisable 
after a period of three years, if the adjusted earnings 
per share (Eps) hurdle of 8 % is reached in every year of 
the waiting period. if this hurdle is achieved in only one 
or two years, the options are reduced accordingly. if the 
hurdle is not achieved at all, the options are cancelled. 
the stock option program 2006 enables managers to 
participate in the company’s financial opportunities and 
risks and offers them an internationally competitive  
remuneration system. 

in 2007, some 550 managerial staff had the opportu nity 
to participate in fresenius medical care’s future success 
through this program. further information on the stock 
option plan can be found in the financial report from page 

83 onwards (note 15).

bonus in €
number of eligible employees

1,000
2,436

1,000
2,298

1,050
1,768

1,444
 2,483

1,000
2,101

1 profit sharing is paid retroactively and reflects the fresenius group Ebit for the previous year.

year1 2007 2006 2005 2004 2003

profit sharing
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compliancE

for us, compliance means adhering to defined ethical 
and legal guidelines as part of our business activities. 
an integral part of our corporate culture is to voluntarily 
follow our compliance guidelines. fresenius medical 
care’s compliance program is one of the most demand-
ing in our industry. we have implemented it in all of our 
business regions. thus, our guidelines apply in every 
country where we have subsidiaries. 

we continued our compliance training activities in 2007. 
as part of this training, local compliance officers were 
given the opportunity to exchange experiences at meet-
ings in their business region. these officers are key to 
the success of the compliance program, as the chart 
below shows. they ensure that the company adheres 
to the same high ethical and legal standards around the 
world and that each employee is fully informed about 
our code of conduct and its goals. at the same time, 
they are responsible for related training and ensuring 
compliance with the guidelines. compliance officers act 
as contacts for our employees and can be reached via 
special telephone numbers, by e-mail or in person.

we worked intensively on the introduction of a compre-
hensive electronic learning initiative in the year under 
review. in the future, participating compliance officers 
will receive part of their training via the internet. the 

advantage is that every participant can decide individu-
ally when the lesson should take place, thus reducing 
related travel expenses. initially, we will test the elec-
tronic learning project in Europe, the middle East and 
africa in 2008. 

procurEmEnt and logistics

the procurement of high-quality raw materials and 
semi-finished products as well as the punctual delivery 
of our products to customers such as patients, dialysis 
clinics and hospitals are vital for the success of fresenius 
medical care. 

our objective is to buy the materials we need in top 
quality and at favorable conditions. to this end, we  
continuously analyze the international procurement 
markets and pool the needs of fresenius medical care 
worldwide as far as possible. cross-functional, cross-
company and cross-regional teams define appropriate 
purchasing strategies for the individual products. the 
procurement departments enter into outline agree-
ments with suppliers and coordinate queries from  
internal departments and external partners. 

in 2007, we further intensified cooperation between 
the different procurement departments within fresenius 
medical care. in the European market, we focused on 

organizational structure of compliance program

 reports to  informs

management board – audit and corporate governance committee
– supervisory board 

corporate compliance officer

compliance officer board member

compliance officer regional vp

compliance officer general manager
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ensuring constant exchange between different depart-
ments at regular meetings and formulating uniform 
procurement guidelines. by realigning responsibilities, 
we managed to further harmonize procurement pro-
cesses and enhance their efficiency. 

our purchasing policy, strategy, and goals are now 
geared more clearly to the requirements of a growing 
global company. in addition, we conducted surveys on 
customer satisfaction to tailor our service portfolio more 
to the needs of our customers. we identified potential 
for improvement in the following areas: intensifying 
global cooperation, realigning investment goods pro-
curement, and harmonizing purchasing systems. we  
intend to concentrate more on these issues in the years 
to come. 
 
in the u.s., we integrated the phosphate binder busi-
ness which we acquired in 2006 into our logistics  
system. we can now provide our customers there with 
phoslo in addition to our other dialysis products. fur-
ther information on phoslo can be found from page 26  
onwards in the “business innovation” section. we an-
ticipate that the “lean six sigma” project we launched 
last year will bring about further improvements and cut 
costs. lean six sigma is a management system used to 
analyze and better coordinate all logistics procedures. 
we successfully integrated lean six sigma into the  
production processes of our u.s. factory in ogden, 
utah, last year, which enabled us to further improve  
the manufacturing quality in this plant as described in 
the following “production” section. 

in 2007, the cost of diesel and gasoline increased  
again – in the u.s., for example, prices soared by over 
100 % compared to 2004. by continually improving  
our distribution and warehousing logistics, we have 
been able to offset the higher costs of fuel partially,  
but not completely. in north america as a whole, we 
processed about 475,000 orders with a total weight  
of 250,000 tons.

a steady supply is most important for our peritoneal  
dialysis (pd) patients. only if we can provide these pa-
tients with the necessary pd solutions and disposables 
in time and in sufficient quality they can undergo the 
treatment they need. in the u.s., we opened our 14th 
regional distribution center in 2007. these centers are 
located in areas where a high percentage of patients 
live. our 280 drivers can reach more than half of them 
within two hours and three-quarters within four hours. 

the products needed for treatment can be delivered to 
95 % of our pd patients within six hours. 

for the third year running, we awarded our three best 
suppliers in the u.s. at our suppliers’ day. Each year, we 
determine our top suppliers based on parameters such 
as reliability, speed, quality, and of course price.

as expected, the price of crude oil rose in 2007. in the 
same period, however, we were unable to achieve fur-
ther savings on plastic granulates, a primary product  
for dialyzers. the cost of material was slightly higher 
than in the previous year despite increasing purchasing 
quantities and pooling needs. 

production

one of our top priorities in 2007 was to strengthen  
our global network of production sites. due to the  
continuously growing demand for fresenius medical 
care’s products, our plants in all regions have reached 
their capacity limits. as a result, we have expanded  
our manufacturing capacities in existing factories and 
have also acquired new production sites. 

in the summer of 2007, for example, we acquired a  
production site in jiangsu, china, from the taiwanese 
company bioteque corp. the plant produces bloodlines 
and other non-reusable dialysis products for the chi-
nese market. in addition, the facility offers opportunities 
to manufacture liquid and other disposable products for 
the chinese market and other countries in the region. 
hence we are in an excellent position to participate in 
the dynamic asian growth market.

an example of the expansion of our capacities is our 
plant in st. wendel, germany. in the year under review, 
we undertook extensive measures to increase the site’s 
production capacity for dialyzers. a total of € 36 million 
will be invested in the plant in 2007 and 2008. by add-
ing a new production line and increasing the volume of 
helixone fibers for fx-class dialyzers, the annual capaci-
ty will increase by 40 % – from 25 million to 35 million 
single-use dialyzers. the new production line is expect-
ed to start operating in spring 2008. the expansion of 
the st. wendel facility follows recent significant expan-
sion projects in ogden, utah, and buzen, japan. as a 
result of these two projects, we expect to increase our 
total annual production capacity by about 11 million  
dialyzers worldwide. furthermore, we are planning to 
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enlarge the training workshop in st. wendel to twice its 
current size. we intend to train even more young peo-
ple to cover the constantly growing demand for quali-
fied employees. 

the examples cited above underline the fact that  
fresenius medical care has a global network of facili ties 
on all continents. Each production site is primarily deter-
mined by the product it makes. in the case of highly 
complex dialysis machines, for instance, our decades  
of experience have shown that a central facility is most 
suitable. our analyses reveal that the benefits of con-
centrating our know-how in this product group out-
weigh the cost of transporting the machines to our in-
ternational markets. therefore, hemodialysis machines 
are manufactured mainly at two sites: in schweinfurt, 

germany, and in walnut creek, california. while the 
german plant manufactures components as well as  
dialysis machines, the u.s. plant is specialized in the 
production of dialysis machines. 

other products are manufactured directly in the regions 
where demand is particularly strong. as the global leader 
in dialysis, we possess the necessary expertise to develop 
efficient production processes that are aligned to each 
specific product type.
 
concentrates for hemodialysis are produced at various 
sites around the world, including great britain, spain, 
turkey, morocco, argentina, brazil, colombia, australia, 
germany, and the u.s. 

maJor production sites

Walnut creek
u.s.

ogden
u.s.

st. Wendel
germany

schweinfurt
germany

inukai
japan

guadalajara 
mexico

reynosa
mexico

l’arbresle
france

cremona
italy

Jiangsu
china

buzen
japan
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we operate two of our largest plants for single-use 
products for peritoneal dialysis in mexico and japan. 
our extensive product portfolio also includes peritoneal 
dialysis machines, bloodlines and water preparation 
equipment, which are manufactured decentrally in our 
factories in north america, Europe, latin america, asia, 
and australia. the bcm, which is discussed in detail 
starting on page 8, has been in series production at our 
schweinfurt plant since 2007. 

demand for our products is primarily in regions with the 
euro and u.s. dollar currency. our factories are predom-
inantly decentralized to enable us to meet this demand 
and significantly reduce transport costs. as an additional 
advantage, our plants in the u.s., japan and Europe 
help protect us from currency fluctuations thus minimi-
zing transaction risks, as costs and revenue are generated 
in the same currency.

we produced about 75 million dialyzers and fiber bun-
dles in 2007, some 10 million more than in the previous 
year. in the year under review, our market share of the 
total volume of 165 million dialyzers produced world-
wide was significantly more than 40 %, compared to a 
share of just 40 % the year before. fresenius medical 
care is therefore the clear leader in the dialyzer market. 

our company is also number one in another second  
important product group, dialysis machines. fresenius 
medical care manufactured more than 50 % of all  
dialysis machines worldwide in the year under review. 
production of the 5008 series alone nearly doubled in 
2007 compared to the previous year, and the number  
of components made for the u.s. market grew again by 
a double-digit percentage figure. the most widespread 
dialysis machine in the world, the 4008, also continued 
its success story, with an increase in sales of about 7 %. 
as a result, we were able to place our new generation 
of dialysis machines on the market without a decline in 
the sales of our 4008 series.

as we announced in 2006, we are gearing our manu-
facturing processes – primarily in north america, where 
we have a total of eight production sites – to the “lean 
six sigma” management system. the system is also 
used in schweinfurt. lean six sigma is used to analyze 
and coordinate all production processes. our aim is to 
achieve even better production results while shortening 
manufacturing times.

the focus of lean six sigma is to achieve a very low 
error rate. at our u.s. plant in ogden, utah, the error 
rate fell from 43 complaints per million dialyzers in  
2003 to about 26 complaints in the year under review. 
in other words, only every 40 thousandth dialyzer was 
faulty. such concentration on quality while constantly 
increasing our production output is an important guar-
antor of the safety of our products and the success of 
fresenius medical care. more information on this can 
be found on page 2 in section “technology innovation”.

Quality and EnvironmEntal  
managEmEnt

fresenius medical care developed the integrated man-
agement system (ims) to meet its own high quality 
standards. as a provider of products and services for  
the treatment of kidney failure, we bear a particular  
responsibility for our patients and for upholding our 
level of quality. the ims complies with the legal and 
normative guidelines for our products and services, 
while at the same time focuses on established opera-
tional workflows. it fulfils the iso 9001:2000 require-
ments for quality management systems in combination 
with the iso 14001:2004 standard for environmental 
management systems. at the same time, it conforms  
to the special requirements for medical devices of the 
iso 13485:2003 standard. 

we have already implemented the ims in our European 
production sites; our facilities in ogden (utah), walnut 
creek (california), and reynosa (mexico) are certified 
according to iso 13485. furthermore, the number of  
dialysis clinics that work with the ims is also growing 
steadily – the system was introduced in 40 facilities in 
2007 alone. this has boosted the share of all clinics in 
Europe that meet the quality management standard iso  
9001:2000 from about 65 % to more than 70 %. the 
number of our clinics that are certified according to the 
environmental management standard 14001:2004 has 
also continued to grow: more than 100 of our European 
dialysis clinics now meet the standard. in the year under 
review, we focused on certifying clinics in turkey, italy 
and spain. 

to be able to perform the large number of audits need-
ed to verify the effective implementation of the ims in 
the future, we have stepped up our auditor training  
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activities. in 2007, some 20 additional employees were 
qualified to carry out audits in accordance with ims  
requirements. we pay special attention to ensure that 
managing care staff is integrated into the audit process 
in the individual countries to accompany inspections  
of hygiene requirements in our dialysis clinics. in this  
way, we are consistently developing our audit concept, 
which requires the incorporation of experts.

another focus of our quality management last year was 
on continuously improving internal processes. we re-
worked our planning, implementation and monitoring 
processes to enable us to carry out our projects within 
the specified time period and cost framework. the  
reworked processes also allow us to recognize possible 
deviations. in addition, we further improved our market 
monitoring system. with this tight-knit network, we 
can identify and, above all, avoid possible product risks 
for patients and users at an early stage. 

in the field of environmental management, we complet-
ed our first environmental program for the entire Euro-
pean region. all important decision makers from our re-
search and development departments, production, sales 
and dialysis care participated in the development of this 
program. in conjunction with the program, specific en-
vironmental goals were defined that are to be achieved 
by 2010. they include:
 – specifying environmentally relevant performance  
  indicators for all participating production sites, 
 – further improving energy efficiency and avoiding 
  emissions, 
 – carrying out of a feasibility study on the use of  
  alternative energy generation methods at a sample 
  production site, 
 – improving the recycling rate from 70 % at present  
  to 85 % in 2010, 
 – further training our employees and raising their 
  awareness of environmental protection and  
  environmental management, and 
 – optimizing eco-controlling in the rapidly growing 
  number of dialysis clinics in Europe.

at our plant in st. wendel (germany) we have been  
taking measures to conserve energy and resources for 
years now. in 2007, we continued to make processes 

more environmentally compatible, resulting in lower 
costs in most cases. for example, we started using gas 
burners for steam generation. as a result, we managed 
to reduce the use of heating gas substantially and cut 
back nitric oxide emissions by 40 %. we introduced  
environmentally friendly methods at other European 
production sites as well. by slightly changing the design 
of the bloodline systems manufactured at our plant in 
italy, for example, we were not only able to reduce 
packaging material, but also to cut down on the use  
of raw materials in production by about 7 %. 

at our u.s. production site in ogden, utah, we reduced 
fresh water usage by 40 %, primarily by improving the 
production processes for manufacturing dialyzers. up  
to 90 % of the polycarbonate waste is recycled. this is  
a significant contribution to waste reduction, as the 
plant in ogden is our largest dialyzer production facility. 

the potential to conserve resources is particularly high 
in our more than 1,600 clinics in the u.s. nearly 900  
of them already employ reusable collection boxes for 
medical waste. as a result, we were able to avoid the 
disposal of 600,000 cardboard boxes last year. the  
separation of domestic waste also has a significant  
impact: more than 2,500 tons of cardboard packaging 
and paper were recycled. 

as in the previous year, we stepped up the use of heat 
exchangers in environmental management. they enable 
us to obtain residual heat from process water, which 
can then be used to heat up fresh water for dialysis 
treatment. in this way, we can recover about three-
fourths of the heat that was previously unused and thus 
reduce energy consumption in our clinics considerably 
as well as cutting costs.

another central aspect of our quality management  
activities is preparing drugs for approval and submitting 
applications. the approval of drugs is subject to nation-
al and international regulations. the aim is to speed  
up product approval to keep the time between develop-
ment, clinical testing and market launch to a minimum. 
to meet this goal, the so-called mutual recognition  
procedure plays a key role. this directive allows for an 
accelerated approval of medical products in European 
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countries if they have already been approved by another 
Eu member state. another path is the so-called decen-
tralized procedure, whereby an application for the  
approval of a product is submitted in several member 
states at the same time. as a reference approval in an-
other Eu state is not needed and the procedure can  
be carried out simultaneously in all countries, this is 
usually faster than the mutual recognition procedure.

in 2007, we focused our activities in this area on dialysis 
drugs, particularly the phosphate binder phoslo in the 
year under review. more than 40 approvals were granted 
for the different dialysis drugs. furthermore, we expand-
ed our product range of pd solutions and obtained  
approval for these products.

to evaluate the quality of our dialysis treatments, we 
use quality parameters that are generally recognized  
by the dialysis industry, such as hemoglobin values. the 
human body primarily uses hemoglobin to transport  
oxygen from the lungs to the tissue that needs it. in  

cooperation with the responsible nephrologists we aim 
to have a larger number of patients with a hemoglobin 
level of at least 11 grams per deciliter blood – just  
under the hemoglobin level of a healthy person. further 
indicators used in evaluating our treatment quality  
include, for example, the phosphate level and the so-
called kt / v value, which gives an indication of the  
filtering performance of a treatment by establishing the 
ratio of the length of treatment and the filtration rate  
of certain toxic molecules. another quality indicator is 
albumin, a protein used to monitor a patient’s general 
nutritional condition. the number of days the patient 
has to spend in hospital is also an important indicator  
of the treatment quality: hospital days are particularly 
cost-intensive and can significantly reduce the quality  
of life of dialysis patients. 

in 2007, we were able to further improve the quality  
of our dialysis treatment based on these parameters.  
hospital days per patient per year, for example,  
decreased again.

kt / v > 1.2
hemoglobin ≥ 11g / dl
albumin ≥ 3.5 g / dl2

hospitalization days per patient per year3

95 %
80 %
80 %

 9.9 

95 %
83 %
80 %
10.1 

93 %
72 %
86 %

 9.6 

93 %
72 %
85 %

9.8 
1 2006: Excluding clinics of the former renal care group    
2 international standard bcr crm470  
3 hospitalization data for u.s. without former rcg facilities

quality data
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clinical databasEs

the European clinical database (Euclid) is one of our 
most important instruments for ensuring the quality of 
dialysis treatment. using Euclid, we record the treat-
ment data of about 22,500 dialysis patients. on this 
basis, we can efficiently compare the treatment quality 
of individual dialysis clinics and identify weak points 
more readily. Euclid is therefore a significant compo-
nent of our integrated quality management system and 
also assists nephrologists in providing comprehensive 
patient care. 

in 2007, we fully implemented the new version of the 
Euclid software in our portuguese, italian and slove-
nian clinics. the conversion process has begun in spain, 
turkey, great britain and france, and in these countries 
more than 100 facilities already work with the current 
software for documenting and analyzing data. we plan 
to introduce the newest Euclid version Europe-wide  
by the end of 2008. a total of 300 (previous year: 280) 
and thus about 85 % of our European dialysis clinics are 
connected to the database. 

in the 2006 annual report, we already provided informa-
tion about the planned development and deployment 
of ecube, the new clinical information and billing  
system in the u.s. this adaptable web- and workflow-
enabled system is expected to further increase clinical 
and billing productivity. the use of ecube should reduce 
the days sales outstanding from 58 days in 2007 to 
below 55 days. 

furthermore, ecube should enable group-wide quality 
improvement initiatives, enhance clinical outcomes and 
reduce hospitalizations. the system also has enhanced 
analytics capabilities, facilitates statistical and data  
analysis and provides easier access to information for 
our caregivers and physicians. the deployment to 
ecube was fully on track in the year under review. the 
full system roll-out in all our dialysis clinics in the u.s.  
is expected to be completed in 2009.

rEnal pharmacEuticals –  
growth with dialysis drugs

in the growth paths section starting on page 59, we dis-
cuss how we intend to continue to grow in the future. 

dialysis drugs (or renal pharmaceuticals) figure promi-
nently in our plans to horizontally expand our portfolio 
beyond patient care and dialysis products. 

the drugs normally used to treat kidney patients coun-
teract anemia and regulate patients’ mineral and blood 
levels. the spectrum of dialysis preparations includes  
so-called erythropoesis-stimulating agents (Esa), phos-
phate binders, iron compounds, vitamin d and calcimi-
metics. 

recombinant, or artificially produced, human erythro-
poietin (Epo) belongs to the group of Esa. human Epo 
is prescribed to dialysis patients suffering from anemia. 
in the u.s., the pharmaceutical and biotech company 
amgen has the exclusive patent and marketing rights  
to this recombinant hormone. more information on this 
can be found from page 108 onwards in the “Erythropoietin” 
section.

phosphate binders improve bone mineralization. Excess 
phosphate consumed with food is normally removed  
by the kidneys in a process that can only partially be  
replaced by dialysis in patients with chronic kidney  
failure. too much phosphate in the blood can result in  
a number of adverse effects including bone disease, 
thyroid problems and vascular calcification. the risk of  
such damage in end-stage renal disease patients can be 
lowered by regularly administering phosphate binders. 

calcimimetics are administered when the parathyroid 
gland is overactive, as is often the case with dialysis  
patients. they also have a positive effect on the calcium 
level in patients’ bones. 

vitamin d preparations are also important for dialysis 
patients. the human body needs vitamin d, which is 
further processed in the kidneys, to be able to absorb 
sufficient calcium from food. when the kidneys are  
diseased, not enough vitamin d can be created to en-
able adequate calcium absorption. as a consequence, 
the body does not absorb enough calcium from food.  
in order to compensate, the body retrieves the lacking 
vital mineral from its largest calcium depot, the bones. 
this results in bone decalcification, i.e. bone mineraliza-
tion is critically disrupted. administering vitamin d can 
counteract this effect. 
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iron compounds support blood formation, a task  
normally performed by the kidneys. 

we estimate that the worldwide market volume of  
dialysis drugs excluding Esa amounted to more than 
$ 2.2 billion in 2007. we aim to achieve a significant 
share of this segment and generate revenue of about 
$ 400 million by 2010. 

the acquisition of phoslo and osvaren in 2006 was a 
first step in this direction. for details, see the “business 
innovation” section beginning on page 26. phoslo is a cal-
cium acetate phosphate binder for oral application in 
chronic renal disease patients. the safety and efficacy  
of the drug was validated by two medical studies con-
ducted in 2007. the findings of the carE-2 (calcium 
acetate renagel Evaluation) study were presented by  
dr. wajeh Qunibi of the university of texas health  
science center, san antonio, at the american society  
of nephrology’s renal week 2007 in san fransciso. 

the study compared two groups of hemodialysis pa-
tients: one was treated with phoslo and the other  
with selevamer. it showed that there are no significant 
differences in aortic or mitral valve calcification between 
hemodialysis patients treated with phoslo and those 
treated with sevelamer if ldl is kept at constant levels. 
previous findings from the same study had already 
shown that there was no difference in overall cardio-
vascular calcification in both treatment groups. the  
new findings also showed that the daily calcium intake 
from the use of calcium acetate as a phosphate binder 
for one year did not contribute to the progression of 
cardiovascular calcification in hemodialysis patients. 

phoslo’s safety and efficacy was further validated by  
the results of the dialysis clinical outcomes revisited 
(dcor) trial, the first interventional outcomes study 
published in kidney international in november 2007. 
the dcor trial clearly demonstrated that there were  
no statistically significant differences in the all-cause  
or cardiovascular mortality among 2,100 hemodialysis 
patients randomized to sevelamer or calcium-based 
phosphate binders (cbpb). additionally, a review of the 
laboratory data in dcor demonstrated that the cbpb 
group had significantly better serum phosphorus and  
intact parathyroid hormone compared to the sevelamer 
group (p < 0.01). 

at the beginning of 2007, we submitted an application 
to the food and drug administration (fda) to extend 
the phoslo label indication to include chronic kidney 
disease (ckd) pre-dialysis (stage 4, see gfr in the glos-
sary on page 137 ). in october 2007, the fda’s cardiovascu-
lar and renal drugs advisory committee recommended 
that the fda extend the use of phosphate binders to 
pre-dialysis patients with hyperphosphatemia. this will 
allow us to work with the fda on the regulatory path-
way to achieve this important label extension. in future, 
therefore, we should be able to market the preparation 
to treat patients whose kidneys are severely damaged 
and who in all probability will need a dialysis therapy  
or an organ transplant in the near future. there are ap-
proximately 400,000 patients with stage 4 ckd in the 
u.s. phoslo would provide nephrologists with a further 
option for treating stage 4 chronic renal patients and 
enable them to remedy the higher phosphate values 
earlier than has been possible so far. until now, the drug 
has mostly been administered to stage 5 dialysis patients 
in the u.s. 

another focus of our renal pharmaceutical activities was 
the regulatory approval of phoslo and osvaren in Euro-
pean countries apart from germany. osvaren combines 
two substances known to support bone health, calcium 
acetate and magnesium carbonate, and at the same 
time optimizes the calcium level. in 2007, we applied  
for approval of osvaren in almost all European union 
members states and intend to introduce the drug in all 
Eu countries in 2008, provided we receive permission 
within the framework of the mutual recognition pro-
cess. we also applied for approval of phoslo in selected 
countries and intend to start market introduction in 
2008.

in the 2006 annual report, we announced that we  
entered into a cooperation with amgen in Europe at 
the beginning of 2007 and had reached an agreement 
on a joint research project. in the scope of this agree-
ment, fresenius medical care and amgen will facilitate 
a working group of European scientific experts in the 
renal field. the working group will analyze practices in 
the treatment of chronic kidney disease and will publish 
their findings for improved therapeutic options. the 
focus of the first research efforts will be on anemia and 
bone mineral disease affecting patients with kidney  
failure. 

02.3 non-financial performance indicators 



fresenius medical care 2007

104

we also reached an agreement with amgen concerning 
the marketing of the drug aranesp (darbepoetin alfa)  
in Europe. aranesp belongs to the Esa group and is  
administered to patients with chronic kidney disease for 
the treatment of anemia. fresenius medical care will 
support amgen in providing nephrologists and other  
dialysis experts with scientific information on the treat-
ment of anemia. amgen remains solely responsible for 
the product. the new agreement runs for three years. 

in addition to research and data analysis, we centered 
our activities on setting up a highly effective worldwide 
sales and marketing organization for our dialysis drugs. 
the aim is to build business units in Europe, north 
america, and asia which can meet current and future 
requirements and, beyond that, actively participate in 
the development of the “renal pharmaceuticals” busi-
ness and help develop new products. 

our overall aim is to further boost our integrated treat-
ment offering with dialysis drugs. we are convinced 
that the need for integrated solutions for the treatment 

of kidney patients will continue to grow worldwide. to 
achieve optimum treatment results, a therapy is needed 
which is tailored to patients’ individual needs. that is 
why we pursue the integrated “pharma tech” approach, 
combining the use of dialysis drugs with our existing 
range of product technology and services. as a result, 
we can cover the entire dialysis therapy and value chain 
even better, without significantly changing our business 
model and the risks connected with it.

for the future, we are planning to offer integrated ther-
apy systems encompassing drugs and dialysis systems, 
as well as special administration forms which are better 
suited to dialysis patients and their specific needs and 
are easier to take. they will help us to achieve greater 
therapeutic success in the medium term. 

 

future: integrated dialysis therapies

today

most dialysis drugs are administered 
separately; therapies and dialysis 
products randomly exist side by side.

partnerships & 
acquisitions 

building a base of sales with  
partnerships and acquisition of  
rights to core drugs.

development 

improved forms of administration 
and combinations of pharmaceu-
ticals adapted to dialysis patients’ 
needs. 

future of pharma tech 

integrated treatment with dialysis 
machines and pharmaceuticals.
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continuEd growth with homE dialysis

among the home dialysis therapies are peritoneal dialy-
sis and home hemodialysis. in 2007, about 11 % of all 
dialysis patients worldwide received peritoneal dialysis 
treatment. in the recent past, home hemodialysis has 
been a niche market – only about 0.5 % of all patients 
worldwide received this treatment at the end of 2007.

by the end of 2007, we treated about 32,500 peritoneal 
dialysis patients and more than 3,500 home hemodialy-
sis patients, making us the world’s largest provider in 
the area of home hemodialysis. around half of all home 
hemodialysis patients use our dialysis machines and  
dialyzers. 

we expect the need for home dialysis to increase sub-
stantially, most likely driven by growing patient numbers 
and rising cost pressure. we estimate that a total of 
more than 200,000 patients worldwide will be treated 
with home hemodialysis or peritoneal dialysis by 2010. 
home hemodialysis should also become more important 
in the future. we expect its market share – with grow-
ing availability of adequate therapy options – to in-
crease to around 4 % in north america in the next ten 
years. 

in 2007, fresenius medical care took an important  
step in this direction. with the acquisition of the u.s. 
company renal solutions, inc. (rsi), we acquired a key 
technology for the expansion of home hemodialysis: 
sorb technology. 

rsi’s sorb technology purifies tap water to dialysate 
quality and allows dialysate to be regenerated. this  
reduces the water volume required for a typical hemo-
dialysis treatment from 120 liters (37 gallons) of reverse 
osmosis water to just 6 liters (1.5 gallons) of drinking 
water per treatment. the space and water-saving  
technology is therefore particularly suitable for home 

hemodialysis. the sorb cartridge has a proven track  
record on the dialysis market with over six million units 
sold. rsi holds key patents and other intellectual prop-
erty worldwide related to the sorb technology. 

the combination of fresenius medical care’s leading  
hemodialysis technology and the sorb technology of 
rsi will provide a platform for the development of  
superior home products and therapies. in addition, the 
significant reduction of dialysate through sorb tech-
nology is a major step towards miniaturization – a  
prerequisite for the wearable kidney concept, which is 
discussed in the “research and development” section 
from page 61 onwards. 

the acquisition agreement provides for total consider-
ation of up to $ 204 million.

with the continuum program, which we launched in 
2004, we intend to further enhance the attractiveness 
of our range of products and services for home dialysis. 
we provide our patients with excellent products and 
comprehensive training programs to make home dialysis 
easier and safer. continuum is a fully integrated pro-
gram. in the future, patients will not only be able to just 
choose between hemodialysis and peritoneal dialysis, 
but their first decision will be whether they would like 
to be dialyzed in a clinic or at home. 

while home dialysis requires more responsibility on the 
part of the patient, it gives patients more say in how to 
allocate their time. we want to provide information to 
doctors, care personnel and healthcare decision makers, 
but primarily to patients, and convince them that home 
dialysis is a safe, flexible, cost-effective option for the 
treatment of patients with end-stage renal disease who 
do not have comorbid illnesses. fresenius medical care’s 
many years of experience and safe, high-quality prod-
ucts are arguments in our favor. 

02.3 non-financial performance indicators 
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holiday dialysis intErnational

the name hdi – holiday dialysis international – repre-
sents our special service we offer to dialysis patients 
worldwide. people with kidney disease, and especially 
those regularly receiving dialysis, are generally consid-
ered to be relatively immobile. they have little oppor-
tunity to travel abroad or go on business trips to other 
countries. this is where fresenius medical care comes 
in: we use our global presence to provide a free and 
professional worldwide booking service for dialysis care, 
either within our own network or in cooperation with 
external certified providers. the program restores mobil-
ity by giving dialysis patients the life-saving dialysis 
treatment they need in nearly every corner of the globe. 

fresenius medical care also offers patients on cruises 
the high-quality dialysis treatment they are accustomed 
to. hdi ensures that the dialysis machines, dialyzers, 
water preparation systems and other related equipment 
used on ships meet our high quality standards to ensure 
that patients “on the go” receive the customary top-
notch treatment they get at home.

due to the large number of patients who want to travel 
to the canary islands, hdi has reinforced its presence 
there by signing exclusive agreements with three holiday 
clinics in gran canaria, fuerteventura and lanzarote. we 
plan to extend this offer to tenerife in 2008. 

in the past year, the number of patients using hdi’s  
services exceeded 2,000, over 10 % more than in the 
previous year. furthermore, hdi organized 14 cruises  
for dialysis patients in the mediterranean and scandi-
navian region in the course of 2007. 

usa 

laboratory sErvicEs 
nephrologists rely on extensive laboratory tests to  
decide on the appropriate dialysis therapy for every  
patient. the quality of the test results has a significant  
impact on both the quality of the treatment and that  
of our patients’ lives. in 2007, our subsidiary spectra 
laboratories provided laboratory services to approxi-
mately 150,000 dialysis patients, an increase of 3 %  
over 146,000 patients in the previous year.

spectra laboratories is also the laboratory of choice  
for independent clinics and therefore the largest clinical 
laboratory for dialysis-related services in north america. 
with more than 49 million tests performed in 2007 – 
compared with 45 million in 2006 – our subsidiary  
accounted for a market share of about 46 % in the year 
under review. 

in 2007, we relocated spectra’s west coast laboratory 
operations from multiple sites to a single location in  
milpitas, california. this enables us to offer our custom-
ers faster, real-time solutions to their queries. further-
more, spectra laboratories opened an environmental 
laboratory in rockleigh, new jersey, in spring 2007. the 
laboratory is specialized in testing the purity of water 
used in the preparation of dialysis solution, which is a 
major prerequisite for good patient outcomes in dialysis. 

as part of our deep commitment to performance and 
service, spectra laboratories adheres to the rigorous 
regulatory standards of the industry. this includes the 
voluntary pursuit of accreditations from organizations 
such as the joint commission on accreditation of 
healthcare organizations and college of american  
pathologists.

commErcial disEasE managEmEnt
we stepped up our activities in disease management 
(dm) in 2007. dm goes beyond usual dialysis treatment, 
dealing with many additional aspects of end-stage renal 
disease (Esrd). this includes diabetes, cardiac disease 
and circulatory complaints often seen in dialysis patients, 
as well as the care of vascular accesses, which in most 
cases are located on the patient’s forearm. 

the advantage of dm is its integrated approach: it  
covers patient education, preventive measures, the co-
ordination of health services and the active treatment  
of additional, co-morbid diseases to avoid unnecessary 
hospital visits for our patients and to reduce costs for 
our payers. 

for around ten years now, fresenius medical care has 
been involved in disease management with a program 
called renaissance health care. we operate the largest 
dm program for privately insured kidney patients in the 
u.s. and develop solutions tailored to individual patient 
and payer needs. we provided disease care manage-



fresenius medical care 2007

107

ment services to approximately 4,000 patients by the 
end of 2007 through national or regional contracts with 
private health insurers.

during 2007, we continued our rollout and expansion 
of our contract with health management corporation 
(hmc) in their virginia and georgia regions. hmc is  
the dm subsidiary of anthem / wellpoint and is one of 
the largest private u.s. health insurers, with 34 million 
members. in 2008, additional regions will be added for 
anthem / wellpoint’s patients with end-stage renal dis-
ease (Esrd). in 2007 we entered into an important new 
contract with blue care network, which is owned by 
blue cross of michigan, with over 2 million members, 
to provide our disease care management services to 
their members with renal disease. this contract will 
commence in early 2008.

cms Esrd dm dEmo projEct (mEdicarE  
advantagE spEcial nEEds hEalth plan)
since 2006, we have been carrying out a demonstration 
project with Esrd patients on behalf of the center for 
medicare and medicaid services (cms) via our subsid-
iary fresenius medical care health plan (fmchp). the 
cms oversees the u.s. public health insurance programs 
medicare and medicaid. the demonstration project is 
scheduled to run for four years and is slated for comple-
tion in december 2009. medicare pays a comprehensive 
monthly risk adjusted fee to fresenius medical care for 
all the medical services received by each patient enrolled 
in this special needs health plan, rather than reimburs-
ing us for every individual procedure. 

fmchp enrolls the patients in this innovative treatment 
model which has developed a health plan especially 
geared to Esrd patients that combines a unique benefit 
package with comprehensive dm services of renais-
sance health care and the high-quality ultracare dialy-
sis treatment in our clinic network. as planned, we  
extended the demonstration project in the year under 
review. it is now also being carried out in san diego 
(california), huntsville (alabama) and the state of  
connecticut, in addition to our original markets in texas, 

pennsylvania and massachusetts. a total of approxi-
mately 1,000 patients were covered by the demonstra-
tion project by the end of 2007. in addition, fmchp  
has received approval from cms to expand the demon-
stration project health plan into several other regions, 
which may include new markets in minnesota, texas, 
california, illinois, new york, rhode island and tennes-
see in 2008 and 2009. 

we presented the first interim results of the demonstra-
tion project in the reporting year. the average costs  
per medicare Esrd patient in the u.s. amounted to 
$ 80,900 in 2006; nearly a third of this sum was spent 
on hospital stays. our demonstration project health 
plan reduced average patient costs by 11 %, largely 
from reduced hospital admissions.

we therefore achieved a medical loss ratio (mlr) of 
about 89 %. the mlr is the percentage of premium  
revenue that a managed care plan uses to provide  
medical care to its members. 

moreover, the quality objectives of the demonstration 
program were achieved and in some cases even sur-
passed. the number of necessary hospitalizations fell 
significantly. there was an average of 1.7 hospitaliza-
tions per patient per year in the year of the demonstra-
tion project, a 15 % improvement versus usrds baseline 
admissions for Esrd patients. 

despite the good interim results, the final outcome  
regarding special needs health plans for Esrd will be 
determined by the cms after the four-year project ends 
in 2009. we are convinced that this comprehensive 
treatment and reimbursement concept will result in im-
proved outcomes for our patients. it will lower health-
care costs and make it possible for dialysis companies 
such as fresenius medical care to create even more 
value. as a vertically integrated dialysis care provider, 
we are well positioned to profit from the future  
development of dm and integrated special needs 
health plan programs. 
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rEimbursEmEnt structurE
terminal kidney failure is one of the few chronic illnesses 
whose treatment is covered by public health insurance 
in the u.s. more than 80 % of all u.s. dialysis patients 
are financed by medicare and medicaid, the american 
healthcare programs that manage the medical care of 
the elderly and people with low income who do not 
have private health insurance. changes to the reim-
bursement levels or reimbursement methods of medi-
care and medicaid can therefore have a significant  
effect on our business in north america. 

the focus was on the following issues in 2007:
 – on april 1, 2007, the composite rate for medicare 
  patients for each dialysis treatment was raised by
  1.6 % over the previous year. this was the third  
  increase in a row; in 2005 and in 2006 the com - 
  posite rate was also put up by 1.6 %. overall,  
  these changes had a slightly positive effect on the  
  business development of fresenius medical care. 
 – the amount reimbursed for separately billable  
  dialysis drugs such as erythropoietin (Epo, see the 
  next section) dropped in the year under review.  
  the average sales price (asp) plus 6 % was the  
  basis for reimbursement. as the asp for this drug  
  decreased, reimbursements for Epo fell in the  
  reporting year.

furthermore, there were intense discussions about a 
possible extension of the msp (medicare secondary  
payment). the debate centered on whether private 
health insurers should incur the costs for patients they 
insure over a longer time period. until now, the period 
has been 30 months. no changes had been agreed on 
by the end of 2007.  

ErythropoiEtin
the hormone erythropoietin (Epo) stimulates red blood 
cell production. since dialysis patients can no longer 
produce this endogenous hormone themselves, Epo  
is administered during dialysis treatment to prevent  
patients from contracting anemia. the recombinant or 
artificially produced hormone Epo is one of the most 
important drugs used in dialysis treatment. we are the 
largest buyer of this drug in the dialysis sector. the 
pharmaceutical and biotechnology company amgen 
holds the exclusive patent and marketing rights for 
erythropoietin in the u.s. 

in 2006, we entered into a long-term sourcing and sup-
ply agreement with amgen that runs until december  
31, 2011. we believe that the large number of patients 
under the care of fresenius medical care and the  
resulting economies of scale are accounted for in the 
agreement. 

the protein EpogEn produced by amgen has proved  
to be clinically effective and safe in more than ten years 
and has led to significant improvements in the treat-
ment of dialysis patients with anemia. 

in the year under review, there was a comprehensive 
debate in the u.s. on the treatment of dialysis patients 
with anemia. this often involves measuring patients’ 
hemoglobin value as a basis for providing adequate 
medical care using erythropoesis-stimulating (blood-
forming) agents such as Epo. the recommended target 
hemoglobin range for dialysis patients is 10 to 12 g / dl. 
this level was deemed appropriate by various u.s.  
authorities in the course of the year and remained  
unchanged. 
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risk and opportunitiEs managEmEnt

with its worldwide activities, fresenius medical care is 
naturally exposed to a variety of risks which are directly 
related to the company’s business. only by managing 
these risks we can take advantage of the opportunities 
they offer. as a provider of life-saving products and 
therapies, we are only marginally exposed to economic 
cycles, a key difference between us and, for example,  
a manufacturer of consumer goods. at the same time, 
our technical experience and our broad market know-
ledge provide a sound basis for detecting risks as early 
and as reliably as possible.

fresenius medical care sees risk management as the 
ongoing task of determining, analyzing and evaluating 
the range of potential and actual developments, and, if 
possible, taking corrective measures. our extensive risk 
management system, the principles of which are set  
by internal guidelines, is an important component of 
corporate control. it enables management to identify 
and reduce risks that could threaten the company’s  
existence or growth at an early stage, thereby minimiz-
ing their impact as far as possible.  

risk management is part of our integrated management 
information system and is based on group-wide control-
ling as well as an internal monitoring system. regional 
monitoring systems form the backbone of our risk man-
agement system and identify all inherent industry and 
market-specific risks. status reports are presented to the 
management board by the responsible risk managers 

twice a year. they provide qualitative and quantitative 
appraisals of the likelihood of risks that have been iden-
tified as potentially harmful to the company as well as 
the potential extent of the possible damage. in addition, 
the board is immediately and directly informed of any 
newly identified risks. Efficient reporting is essential for 
controlling and monitoring risks as well as for taking 
precautionary measures. therefore, the management  
of fresenius medical care receives information on a 
monthly and quarterly basis about the state of the 
healthcare industry, our operative and non-operative 
business, as well as analyses of our asset, financial and 
earnings position. 

the purpose of fresenius medical care’s opportunities 
management is to closely observe individual markets 
and recognize trends early on, among others. we iden-
tify opportunities based on comprehensive quantitative 
and qualitative analyses of market data, research plans 
and general health trends. the close cooperation  
between our strategy and planning departments and 
those responsible for m&a activities enables us to  
identify opportunities worldwide at an early stage. we 
anticipate general economic, market-specific, regional 
and local trends as early as possible and adjust our  
business model accordingly. as discussed in the “dialysis 
market” section starting on page 69, health systems and 
reimbursement criteria differ from country to country. 
opportunities for the future development of fresenius 
medical care arise from the general positioning of our 
company as a technologically leading provider on the 
dialysis market with innovative products and therapies. 

risk management system
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in connection with our 2005 initiated long-term growth 
strategy goal 10 ( see page 59 ), we actively acknowledge 
opportunities that arise. our company objectives are 
discussed in the “outlook” section beginning on page 119.

intErnal controls for financial rEporting 
we are listed on the new york stock Exchange and we 
are required to adhere to the requirements of the sar-
banes-oxley act. section 404 of the sarbanes-oxley  
act requires the management board of companies listed 
in the u.s. to take responsibility for implementing and 
adhering to an appropriate internal control system to 
guarantee reliable financial reporting. as a non-u.s. 
company or “foreign private issuer”, we were required 
to comply with section 404 of the sarbanes-oxley act 
beginning on december 31, 2006. fresenius medical 
care met the requirements one year earlier, on decem-
ber 31, 2005.

our internal controls ensure compliance with applicable 
accounting standards for our financial reporting. the 
system is based on mechanisms such as automated and 
manual controls, as well as on the separation of func-
tions and the adherence to guidelines and operational 
mandates. furthermore, the assessments carried out  
by management ensure that risks directly related to  
financial reporting are identified and that controls are  
in place to manage these risks. apart from that, we  
stay abreast of changes in accounting standards and 
continuously train people responsible for the prepara-
tion of financial information. 

the committee of sponsoring organizations of the 
treadway commission’s “internal control integrated 
framework (coso framework)” forms the basis  
for evaluating the effectiveness of our internal control 
system for financial reporting. following the coso 

Compliance
 Financial 
ReportingOperations

Monitoring

Information and
Communication

Control Activities

Activity 1

Activity 2

Unit 2

Unit 1

Risk Assessment

Control Environment

coso frameWork

source: http://www.coso.org / publications / executive_summary_integrated_framework.htm



fresenius medical care 2007

111

framework, our internal financial reporting control  
system is divided into five levels and evaluated accord-
ingly. the control environment, risk evaluation, control 
activities, information and communication paths, as 
well as the monitoring of the internal control system  
are documented, tested and assessed. our review  
of the internal control system for financial reporting  
follows the guidelines published on may 23, 2007  
by the securities and Exchange commission (sEc)  
for the evaluation of the internal control system for  
financial reporting by management.  

regional project teams coordinate the evaluation of  
the internal control systems. management assesses the  
effectiveness of the internal control system for each  
fiscal year and publishes its findings in the annual  
report. External advisers are consulted as needed. a 
steering committee led by our chief financial officer 
meets regularly to discuss changes and new require-
ments of the sarbanes-oxley act as well as potential 
weak points in our system, and to implement further 
measures. in addition, the audit committee of the  
supervisory board reviews the results of the manage-
ment board’s assessment on a regular basis.

as of december 31, 2007, management assessed the  
effectiveness of the company’s internal control system 
for financial reporting. based on this assessment, man-
agement determined that the company’s internal con-
trol system for financial reporting was effective as of 
december 31, 2007. the effectiveness of the internal 
control system for financial reporting as of december 31, 
2007, has been audited by kpmg deutsche treuhand-
gesellschaft aktiengesellschaft wirtschaftsprüfungsge-
sellschaft, an independent registered public accounting 
firm, and confirmed in all material aspects. for further 
details, see page 108 of the financial report.  

risk arEas

the main risk areas for the business activities of the  
fresenius medical care group are as follows:

risks duE to Economic conditions 
fresenius medical care is generally only to a smaller extent 
affected by economic developments in corresponding 
markets, because the demand for our products and 
 services remains relatively stable. as a result, changes 
in demand due to economic conditions have generally 
only a somewhat small influence on the risk situation  
of individual business units. however, our international 
business is influenced by fluctuations in foreign currency 
exchange rates. we therefore carefully monitor and as-
sess the development of the global economy as well as 
political, legal and financial conditions. the predomi-
nately international markets of the fresenius medical 
care group also make it essential for us to conduct  
continuous, intensive analyses of country-specific risks. 

risks rElatEd to thE gEnEral Economic  
EnvironmEnt
at present, the development of the global economy 
presents no substantial danger to fresenius medical 
care. in 2008, we expect the global economy to develop 
positively. we anticipate that the growth rate will be 
only slightly lower than in the reporting year. further  
information can be found in the “outlook” section  
from page 119 onwards.

risks in thE hEalthcarE industry
risks related to changes in the healthcare market are  
of major importance to fresenius medical care. the 
main risks are the development of new products and 
therapies by competitors, the financing of healthcare 
systems, and reimbursement in the healthcare sector. 
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risks are actively minimized by closely monitoring the 
market, especially the products of our competitors and 
the introduction of new dialysis-related products. as 
part of our active risk management, fresenius medical 
care maintains strategic business units that help us to 
anticipate and quickly react to new market conditions. 
their main activity is to identify, analyze and internally 
communicate on a regular basis all activities that could 
affect the dialysis market and the group’s business. in  
addition, close ties with the medical and scientific com-
munities enable us to quickly identify and capitalize on 
technological innovation. this involvement also keeps 
us up-to-date on alternative treatment methods and  
enables us to evaluate and, if necessary, adjust our  
corporate strategy. consequently, we continuously  
analyze and evaluate trends and review improvements 
in research and development. the development of  
new and innovative products will remain a decisive  
factor in the dialysis market in the foreseeable future.

since we operate in a highly regulated environment, 
changes in the law, such as those relating to reimburse-
ment, can have a major economic and strategic impact 
on the group’s business success. this is especially true 
in the united states, where about 91% of our sales are 
generated with dialysis services, the majority of which 
are financed by the public health insurance programs 
medicare and medicaid. regulatory changes outside  
our most important market could also have a significant 
impact on the company. for this reason, we not only 
carefully monitor regulatory planning and changes, but 
also actively work together with government healthcare 
agencies. details on the reimbursement system in the 
public medicare / medicaid program in the u.s. can be 
found in the usa section beginning on page 106. 

risks associatEd with opErating activitiEs
we counter potential risks in production, products  
and services using preventive and quality assurance 
measures.

procurEmEnt. substantial requirements are placed on 
suppliers to control the risk of low-quality raw materials, 
consumable goods and other external products. this  
includes demanding external certification, performing 
our own inspections of suppliers and sample products, 
as well as regular quality control checks. fresenius  
medical care demands high-quality and safe products 
that are proven to be adequate for their purpose from 
certified suppliers that meet the group’s specifications 
and requirements and have a proven track record. these 
suppliers are constantly re-evaluated using a supplier  
assessment system.

we monitor any market-related dependencies of major 
suppliers and do our best to prevent these. our strategy 
calls for a primary and back-up source for every product 
and raw material required. where this is not possible, 
we minimize the risk by entering into long-term con-
tracts to ensure a steady supply and price advantages 
while avoiding price fluctuations. fresenius medical 
care is also exposed to general price changes in raw 
materials. continuous market analyses are conducted  
in an effort to anticipate such price movements and 
quickly counteract any potential negative impact.  
further information on procurement processes can be 
found on page 96.

production. compliance with internal and legal 
product and manufacturing regulations is ensured by 
our integrated management system in accordance with 
iso 9001, iso 13485 and good manufacturing practice 
(gmp) requirements, and implemented according to 
written process and work instructions. regular audits 
are carried out by authorized quality management staff 
at each of our production sites to ensure adherence to 
guidelines. the audits include all areas and aspects 
 affecting quality, from management and administration  
to development, production and customer satisfaction. 
in 2006, our production site for dialyzers in st. wendel 
successfully passed an fda (food and drug administra-
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tion) gmp audit conducted by tÜv süd product service 
munich under the mutual recognition agreement bet-
ween the European union and the u.s. we have also  
introduced lean six sigma in some of our plants. this 
is a management system used to analyze and better  
coordinate all production processes to permanently  
reduce the error rate. we intend to achieve even better 
production results and to further improve the quality  
of our products and production processes.

major customErs. in addition to a number of state-
owned and public health insurance carriers, private 
health insurers and companies are among fresenius 
medical care’s customers. the largest private company 
is davita, which is also the world’s second-largest pro-
vider in the dialysis services sector. 

fresenius medical care achieved about 1 % of its total 
revenue with davita in 2007. therefore we assess the 
risk arising from relationships with major customers to 
be relatively small. 

sErvicEs. the medical services we provide to patients 
at our dialysis clinics present inherent risks. in this con-
text, operational risks include, for example, in the area 
of hygiene. we counteract these with strict organiza-
tional and operational procedures, ongoing personnel 
training and patient-oriented methods. our iso 9001 
certified clinic quality management system is linked with 
our integrated management system (ims) as detailed  
on page 99. the iso 9001 certificate attests to good dialysis 
practice. in the u.s., we have successfully im plemented 
the standards outlined in the kidney disease outcome 
Quality initiative (kdoQi) and the center for medicare 
and medicaid services (cms) clinical performance 
 measures using our internal quality enhancement 
 program. in addition to internal assessments of treat-
ment data, annual internal audits of our processes 
 provide a solid foundation for continuous improvement. 
our clinic quality management system is also audited 
each year by external certification institutes such as the 

 german tÜv or medicare (cms) and cms networks 
throughout the u.s. as a consequence, quality flaws 
and risks can be identified quickly and remedied in a 
timely manner.

the ims also covers environmental management, as 
manufacturing dialysis products requires the use of  
environmental resources and running dialysis centers 
produces clinical waste. an environmental management 
system, certified under the iso 14001 standard, has 
therefore been implemented in production sites and  
dialysis clinics to help protect the environment and  
resources while identifying potential savings for raw 
materials. please see the “Quality and Environmental 
management” section starting on page 99 for further  
details.

dEbtors. the risk of late or non-payment is reduced  
by evaluating the credit standing of new customers  
and reviewing the credit limits of our existing ones.  
outstanding payments are monitored while assessing 
the possibility of default. please see page 7 of the financial 
report for further details on accounts receivable and  
allowances for doubtful accounts.

othEr opErativE risks. potential risks, such as those 
arising from the construction of new production sites  
or the introduction of new technologies, are countered 
through careful planning and continual progress 
 reviews. when building new production sites, we use  
internal milestones which are monitored constantly.  
further risk management measures limit the effect of 
environmental factors on dialysis services. many of our 
own dialysis clinics have emergency generators that 
allow the continuation of life-saving dialysis treatments 
even in the case of a complete power failure. further-
more, in the u.s., for example, a fresenius medical care 
emergency team steps in during natural disasters 
such as hurricanes to professionally coordinate relief 
 efforts and enable dialysis treatment for patients in the 
affected regions. 
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othEr risks
we counter potential risks outside the operative busi-
ness using the quality control measures in the following 
areas:

stratEgy. fresenius medical care has developed a 
long-term growth strategy, goal 10, which is explained 
on page 59. the management board and supervisory  
board as well as the senior management of fresenius 
medical care meet regularly to discuss, review and –  
if necessary – redefine the growth strategy of the  
company.

goal 10 also includes the horizontal expansion of  
fresenius medical care in the field of dialysis-related 
drugs. although renal drugs such as phoslo have a 
proven track record in the treatment of dialysis patients, 
they may still have an impact on the risk exposure of 
fresenius medical care.

rEsEarch and dEvElopmEnt. failing to achieve 
goals or achieving goals later than anticipated is an  
inherent risk in the development of new products and 
therapies. comprehensive, cost-intensive preclinical  
and clinical studies are necessary before a new product 
can receive regulatory approval. fresenius medical  
care counteracts risks in research and development 
projects by regularly analyzing and assessing develop-
ment trends and reviewing the progress of the projects. 
furthermore, we ensure that the legal regulations gov-
erning clinical and chemical-pharmaceutical research 
and development are strictly adhered to. our dialysis 
products research team develops new products and 
technologies in close cooperation with representatives 
from the medical and scientific community. in case a 
marketable product emerges or is nearing completion, 
commercial relationships are evaluated. for further  
details on the risk on xenotransplantation please see  
the “dialysis market” section beginning on page 69. 

pErsonnEl risks. fresenius medical care has devel-
oped guidelines and codes of conduct for its employees 
worldwide to establish authoritative standards for our 
internal and external communication. with these guide-
lines and our compliance program, we aim to fulfil  

our own expectations and those of our partners, while 
aligning our business activities to recognized standards 
as well as local laws and regulations. further details  
on our compliance program can be found on page 96.

Employees who are entrusted with confidential or insider 
information are under obligation to comply with relevant 
guidelines and handle the information responsibly.

our success depends to a large extent on the dedica-
tion, motivation and abilities of our employees. the risk 
of a shortage of qualified personnel is counteracted by 
pre-emptive measures, such as employee development 
programs and comprehensive recruiting. we offer our 
employees performance-related pay and attractive  
social benefits. further details can be found on page 95.

in addition, we have launched several initiatives to  
further increase job satisfaction among clinical staff and 
to improve motivation and retention of qualified staff  
in our clinics. the initiatives involve implementing 
 improvement measures where they are needed, based  
on a thorough satisfaction analysis. to deal with the 
general shortage of trained clinical personnel, we use 
targeted marketing programs to locate qualified and 
motivated personnel for our clinics and thus ensure a 
high standard of treatment quality. comprehensive 
training programs such as the f.i.d.n., which is discussed 
from page 20 onwards, also counteract a possible shortage 
of clinic personnel. risks in the area of personnel  
marketing are seen as being insignificant due to risk 
management strategies. 

acQuisitions and invEstmEnts. potential financial 
risks arising from acquisitions and capital expenditures 
are identified early on by performing careful, in-depth 
reviews with the help of external and internal profes-
sionals. potential acquisitions and investments are  
analyzed at regular intervals by an internal committee  
(aic – acquisition investment committee) using inter-
nal guidelines based on various key factors such as  
performance ratios, cash flow and return on invested 
capital (roic). the efficiency of acquisitions and  
investments is also monitored on the basis of these  
key figures. 
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it risks. fresenius medical care uses the latest hard-
ware and software to reduce potential risks from infor-
mation technology (it). our it infrastructure is highly  
reliable and stable. potential it risks are covered by a 
detailed disaster recovery plan, which is tested and  
improved on a regular basis. fresenius medical care  
operates three geographically separated data centers 
with associated disaster recovery plans, thus further  
reducing the potential impact of a disaster at any one 
site. we use a mirrored infrastructure for critical systems, 
including clinical systems and communication servers. 
to avoid organizational risks such as manipulation or 
unauthorized access to sensitive data and programs,  
we use access protection by means of passwords. in  
addition, internal procedures must be observed that 
govern authorization assignment and are monitored  
to ensure that they comply with section 404 of the  
sarbanes-oxley act. operational and security audits  
are renewed annually.

lEgal risks. risks associated with litigation are con-
stantly identified, assessed and communicated within 
our organization. fresenius medical care is involved  
in various legal proceedings resulting from our business 
operations. for details on ongoing proceedings and  
further information on the legal risks that fresenius 
medical care is exposed to, please refer to note 18  

on page 94 of the financial report.

financial risks. we actively manage foreign currency 
and interest rate exposures that result from our business 
activities. risk management is based on strategies 
 defined in close cooperation with the management board. 
these include, for example, guidelines covering all steps 
and levels of the risk management process. they define 
responsibilities for the determination of risks, the care-
ful use of financial instruments for hedging purposes, 
and for accurate financial reporting. in order to manage 
the risks from foreign exchange rate and interest rate 
fluctuations we also use derivative financial instruments. 
these, however, are restricted to hedging exposures in 
relation to underlying transactions. transactions for the 
purpose of trading or speculation are not allowed. all 
transactions are conducted with highly rated financial 
institutions as approved by the management board. 

we use interest rate hedging instruments to reduce the 
impact of interest rate increases from our floating-rate 
financial liabilities. we also apply such instruments to 
hedge the fair value of parts of our fixed-rate borrow-
ings. the aggregate nominal value of the respective 
hedge contracts was $ 3.919 billion as of december 31, 
2007. hence we are hedged to a large extent against  
interest rate fluctuations. as of december 31, 2007, 
80 % of the group’s financial debt was protected 
against increases in interest rates either by fixed-rate 
borrowings or by interest rate hedges. only 20 % was 
exposed to interest rate risk.

internal interest rate  
internal interest rate  
amortization period 
Ebitda multiplier
incremental capital  

> fmE discount rate1

 > 15 %
≤ 10 years

≤ 5.5

> 0 (only applies to  
investment decisions)

parameters for acquisition and investment decisions (eXcerpt)

1 the discount rate level varies depending on the region or country in which the acquisition or investment is made.

02.4 risk report
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our foreign exchange exposures primarily result from 
transactions such as sales and purchases in foreign cur-
rencies between group companies located in different 
regions and currency areas. most of the transaction  
exposures arise from sales of products from group com-
panies in the euro zone to other international business 
units. the foreign exchange risks are therefore related 
to changes of the euro against various other currencies. 
to hedge those risks we generally use foreign exchange 
forward contracts. the aggregate nominal value of  
foreign exchange derivatives as of december 31, 2007 
was $ 708 million. please see page 19 of the financial report  
(”liquidity and capital resources”) for further details. 

ovErall risk
the management board’s evaluation of general risk is 
based on fresenius medical care’s risk management  
system, which is subject to regular external reviews and 
scrutiny from management. the effectiveness of the  
risk management system is monitored and improved if 
necessary as part of the group-wide review of the inte-
grated management system. the management board 
will continue to expand the risk management system  
as well as the review of the related management system 
to identify, examine and evaluate potential risks even 
more quickly for a timely and appropriate response.

potential risks include factors partly or wholly out of our 
control, which we regularly analyze, such as the overall 
development of national and global economies. they 
also include factors within our control – such as operat-
ing risks – which can be anticipated and analyzed early 
on by our risk management system and counteractive 
measures introduced if necessary.

based on the general principles for estimating risk fac-
tors described from page 109 onwards, we currently assume 
that none of these risks will lead to a long-term and  
significant impairment of the asset, financial and earn-
ings position of fresenius medical care. furthermore, 
no material changes in risks were identified compared 
to 2006. we have established a structure which will 
allow us to quickly identify developing risk situations.

information on external rating agencies’ rating of the 
company can be found from page 86 onwards in the  
 “results of operations, financial situation, assets and  
liabilities” section.  
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subsEQuEnt EvEnts02.5

Economic and businEss EnvironmEnt

no significant events took place between the closing 
date of december 31, 2007 and the annual report’s 
printing date of march 17, 2008. there have been no 
fundamental changes in the economic and business  
environment in our field of activity. dialysis continues  
to be a medically indispensable and life-saving treat-
ment for acute or chronic kidney failure to which there 
is still no direct treatment alternative with the exception 
of kidney transplantation. therefore, fresenius medical 
care is active in a relative stable business area and less 
strongly exposed to economic cycles.

we are currently not planning any major changes in  
fresenius medical care’s organizational structure,  
administration, legal form or with regard to personnel 
which could lead to a significant impairment of the 
asset, financial and earnings situation of our company. 

the following events have occurred since the beginning 
of 2008: 

Expansion of businEss in grEat britain

at the beginning of 2008, the national health system 
(nhs) in the united kingdom authorized us to take over 
the management of 12 renal units that provide dialysis 
treatment for more than 400 patients across the north 
of England. in the course of this collaboration, which  
is initially set to run about seven years, patients will  
remain under the care of their nhs physicians, while 
benefiting from our proven experience and expertise  
in hemodialysis. 

this pioneering program – part of the british govern-
ment’s involvement in independent sector partnerships 
to deliver more choice and faster treatment to nhs  
patients – will see new renal dialysis units developed 
and existing hospital facilities extended. while new  

satellite centers will increase capacity, the investment 
will also result in the installation of state-of-the-art 
equipment and the latest technology, as well as the  
improvement of staff training and education. 

introduction of a bundlEd ratE for 
hEmodialysis trEatmEnt in portugal

at the beginning of 2008, the portuguese ministry of 
health and anadial, the national association of privately 
run dialysis centers, agreed on a new reimbursement 
model for ambulatory care to hemodialysis patients.  
the new model “comprehensive price payment” is an 
integrated and quality-driven approach that bundles a 
variety of dialysis related services and products. that  
requires the implementation and functioning of an inte-
grated disease management model in order to achieve, 
simultaneously, health benefits, quality improvement 
and system rationalization. including the new additional 
services in this reimbursement model, the company  
expects the reimbursement rate to increase by about 
50 %. 

the new reimbursement structure will provide for  
payment of a national reimbursement rate per week  
per patient. the main characteristic is that the amount  
of this reimbursement will directly depend on the ful-
fillment of certain treatment results and quality control  
parameters with the dialysis services provided. the  
therapeutic goals include, among others, the adequacy 
of dialysis, targets for hemoglobin levels, bone meta-
bolism status, water quality as well as outcome mea-
sures such as mortality rate and hospitalization days. 
these goals mirror the good practices guidelines, both 
national and international, for dialysis care to patients, 
which will serve as support for contractual monitoring. 
the establishment of auditing, information, monitoring, 
attendance and evaluation mechanisms is a pre-requi-
site for a participating dialysis provider.

02.5 subsequent events02.4 risk report
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rEfinancing of trust  
prEfErrEd sEcuritiEs

at the beginning of february, we refinanced our trust 
preferred securities from the capital trust ii and iii.  
they were mandatorily redeemable after a period of  
ten years, and expired on february 1, 2008. the holders 
of trust preferred securities are entitled to distributions 
at a fixed annual rate of the stated amount. the stated 
amount of capital trust ii was $ 450 million, with a fixed 
interest rate of 7 7/ 8 %; the stated amount of capital 
trust iii totaled dm 300 million, with an interest rate  
of 7 3 / 8 %. the refinancing was carried out within the 
framework of fresenius medical care’s credit agree-
ment. therefore, the structure of the debts changed 
only slightly and the asset structure remained fairly  
stable. since the interest rates were fairly similar,  
there were no significant changes in the consolidated  
statements of income. further information on the  
company’s short- and long-term debts as well as its 
trust preferred securities can be found on pages 68, 70 and 79 
of the financial report.

ovErall assEssmEnt of our  
businEss situation

fresenius medical care’s business development met  
our expectations in the first weeks of 2008. 

as discussed in the outlook section that follows, there is 
a continued high demand for our dialysis products and 
services worldwide. overall, the management board 
continued to assess the company’s business develop-
ment as positive when this annual report was compiled. 
from today’s perspective, we expect to increase our  
revenue and earnings as forecast, and achieve the other 
performance ratios as planned. as this report goes  
to press, the current development of our business is  
basically in line with our expectations.
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outlook02.6

businEss policy

fresenius medical care is the world’s leading dialysis 
company. we intend to bolster this position in the years 
to come by expanding our activities in dialysis-related 
business areas such as dialysis drugs, among others.  
we plan to maintain our vertically integrated business 
model in future. at present, the company does not  
plan any major changes to its business policy.

markEts

we already offer a wide range of dialysis products and 
services in over 100 countries and are thus active in  
all key markets. due to differences in the regional and  
regulatory framework, in some countries we only offer 
dialysis products and do not operate our own dialysis 
clinics. if the regulations in these countries were to 
change, this would open up new dialysis service mar-
kets for us. more information can be found in the  
opportunities section from page 125 onwards.

from today’s perspective, we do not expect the dialysis 
industry to change significantly in 2008 and 2009. con-
solidation in the industry and the trend towards privati-
zation in the healthcare sector, as observed for several 
years now, should continue. the two major providers 
fresenius medical care and davita hold about two 
thirds of the u.s. market. therefore, and in light of  
potential restriction due to anti-trust reasons, we would 
expect acquisitions in this market to be on a smaller 
scale than in the past. consolidation in the international 
market, however, is at an early stage. in these regions, 
we therefore expect acquisitions to play a more impor-
tant role in the development of markets. 

thErapiEs, products and sErvicEs 

researching new treatment methods and developing 
new products are long-term processes. the activities  
discussed in detail in the “research and development” 
section from page 61 onwards will remain the focus of our 
work. these include further developing dialysis mem-
branes and other products for dialysis. our aim is to 
continuously improve the treatment quality and thus  
the quality of our patients’ lives. in addition, we will 
concentrate on extracorporeal methods related to  
dialysis such as the treatment of liver disease and the 
area of acute medicine. 

general trends in medical technology can also be  
observed in the dialysis industry. new technological 
methods and materials make it possible to reduce the 
size, weight, and energy consumption of individual 
components and thus entire machines, as well as to  
integrate fundamentally new functionalities into medi-
cal technology. we expect more focused activities to  
reduce the dimensions of dialysis products in the long-
term. in 2007, fresenius medical care took a step in  
this direction by acquiring renal solutions, inc. in the 
years to come, the development of innovative solutions 
for home hemodialysis will be a top priority. this could  
culminate in a wearable artificial kidney.  

we plan to spend more than $ 80 million on research 
and development in 2008, at least 20 % more than in 
2007. the main reason for this higher spending is the 
acquisition of renal solutions, inc., which is discussed 
beginning on page 75. as has already been forecast, annual 
research and development expenditures should increase 
as a result by about $ 10 million. the number of employ-
ees in r&d was at 355 full-time equivalents at the end 
of 2007 and is expected to grow slightly. in 2009, we 
expect research and development expenditure and  
the number of employees to remain at a similar level  
to 2008.  

global Economy

gEnEral Economic dEvElopmEnt in 2008
in their fall report, the economic research institutes  
forecast a global economic growth of 3.0 %. this is 
based on the assumption that the price of crude oil will 
not exceed $ 80 per barrel for a sustained period, that 
the mortgage crisis in the u.s. will not affect any other 
countries, and that the exchange rates between the u.s. 
dollar, the euro, and the yen will largely remain stable. 
the growth forecasts of selected countries and regions 
are listed on page 68. should the conditions upon which 
this outlook is based change significantly, these growth 
rates might not be completely accurate. potential con-
tributing factors might include rising crude oil prices, 
less stable exchange rates, or a recession in the u.s.  
the reduction of interest rates to 3.0 by the fed at the 
beginning of 2008 might also change the economic 
framework.

02.6 outlook02.5 subsequent events
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usa. the united states’ gross domestic product is  
expected to increase by 2.1 % – a slightly higher growth 
rate than in the year under review. u.s. exports should 
grow faster than imports, which would cause the  
current account deficit to fall. while private spending 
and the domestic economic situation will probably  
remain tense, higher inflation is not anticipated. 

EuropE. in the euro zone, the economy is also forecast 
to grow at a rate of 2.1 %. Experts believe the apprecia-
tion of the euro will put a damper on exports and thus 
slow down the economy, without, however, leading to 
an economic downswing. due to the high utilization  
of production capacity today, expansion investments  
are expected to increase and companies should remain 
profitable on the whole, while unemployment will  
probably decrease at a lower rate than in the year under  
review. the level of inflation should only slightly over-
shoot the 2 % mark.

the economic research institutes expect the german 
gross domestic product to increase by 2.2 %. due to  
a less dynamic global economy and the strong euro,  
private spending should remain the driving force. on  
account of interest rate hikes in 2007 accompanied  
by poorer financing conditions, company investments 
should not increase significantly. 

the british economy is expected to continue to grow,  
albeit at a slightly lower rate. a growth of 2.3 % is fore-
cast for 2008. higher interest rates should curb private 
spending to a certain extent. in addition, consumers’ 
willingness and thus propensity to save should increase 
again. the economic growth of the new European 
union member states is expected to continue unabated 
at 5.3 %, primarily due to construction investments and 
private spending. 

asia. according to forecasts, china will continue to 
achieve an extremely dynamic growth of more than 
10 % and will thus remain one of the world’s most  
important drivers for economic expansion. however, 
measures to curtail inflation such as price stops for  
administrative prices coupled with weaker foreign  
demand could slow down economic development in 
china. the japanese economy is anticipated to grow  
by about 1.7 %, mainly due to domestic demand. 

latin amErica. Economic growth in latin america is 
expected to remain at a high level; the gross domestic 
product should increase by 4.5 %. due to the ongoing 
strong demand for raw materials, mexico in particular 
should be able to profit from the economic upswing in 
the u.s.

gEnEral Economic dEvElopmEnt in 2009
we expect the economic development forecast for 2008 
to continue in 2009. in general, however, fresenius 
medical care is relatively unaffected by global economic 
cycles. demand for our life-saving products and thera-
pies for kidney patients is comparatively stable. 

sEctor-spEcific conditions –  
dialysis markEt

fresenius medical care expects the number of dialysis 
patients worldwide to grow by 5 % to 7 % in 2008.  
significant regional differences should remain: we  
expect a below-average increase in patient numbers  
in the u.s., japan, and western and central Europe.  
in these regions, the prevalence of terminal kidney fail-
ure is already relatively high and patients generally  
have secured access to treatment, mainly dialysis. in  
economically weaker regions we expect annual growth 
rates to remain above average, with values of up to 
10 %; some countries have even higher growth rates. 
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the average worldwide growth rate in the number of 
patients should also continue to be between 5 % and 
7 % in 2009 and 2010. as a global trend we expect that 
the increase in high blood pressure and diabetes in the 
population to contribute to a sustained growth in the 
number of dialysis patients, so that numbers may reach 
nearly 2.0 million by 2010.

the annual growth rates and the differences between 
economically strong regions and developing nations  
indicate a shift in the regional distribution of patients  
in future. consequently, a higher proportion of patients 
will undergo dialysis treatment in asia, latin america, 
Eastern Europe, the middle East and africa. this opens 
up huge potential for the entire spectrum of dialysis  
services and products, as more than 80 % of the world 
population lives in these regions. 

we do not expect significant changes in the distribution 
of dialysis treatment modalities in 2008 to 2010. hemo-
dialysis will remain the treatment of choice, accounting 
for about 90% of all dialysis therapies. peritoneal dialy-
sis should be the preferred treatment for about 10 % of 
all dialysis patients. 

if the market volume continues to grow by 5 % per year, 
it will amount to nearly $ 61 billion in 2008 and almost 
$ 64 billion in 2009. 

we also intend to uphold our market leadership in the 
most important product groups such as dialyzers and  
dialysis machines.

as a dialysis company, we operate in a very heteroge-
neous market with varying national and, in some cases, 

regional regulations for both dialysis products and  
patient care. our key market in terms of revenue will  
remain the united states. changes in the sector-specific 
conditions can have a major impact on the business  
performance of fresenius medical care. details of the 
reimbursement structure for patient care by the public 
health insurance programs can be found in the chapter 
 “reimbursement” from page 108 onwards.

businEss pErformancE of frEsEnius 
mEdical carE in 2008 and 2009

ExchangE ratEs
fresenius medical care’s outlook for 2008 is based on 
an anticipated exchange rate of $ 1.47 to the euro. this 
exchange rate, in turn, is based on the year-end annual 
exchange rate in 2007, which was $ 1.47 to the euro.  
in our forecast we also take other exchange rates into 
account such as yen to u.s. dollar and yen to euro. 

rEvEnuE
we intend to further increase our revenue in 2008 and 
expect a revenue growth of more than 7 % to more 
than $ 10.4 billion. we forecast a revenue growth of 
4 % in north america, significantly more than 10 % in 
Europe, and of at least 15 % in the asia-pacific region.  
if these forecasts are met, the growth rates in all of 
these regions should once again be above the estimated 
expected average market growth of 5 %. 

we aspire to continue this positive development in 
2009. we expect the revenue growth at constant cur-
rencies to be between 7 % and 9 %, again exceeding 
the estimated average market growth of 5 %. 

north america
Europe / middle East /africa
latin america
asia-pacific
WorldWide

 3 – 4 %
 4 – 6 %
 7 – 9 %
 7 – 9 %
 5 – 7 %

1 internal estimates

eXpected groWth in number of patients in 20081

02.6 outlook
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nEt incomE
in 2008, our net income should be between $ 805 and 
$ 825 million, an increase of 12 % to 15 %. at the time 
this annual report was printed, we did not expect any 
one-time items to have a significant impact on the net 
income in 2008. 

in accordance with the aims of our goal 10 growth 
strategy – which is discussed in detail from page 59 on-
wards – the net income should increase in the long 
term, and grow by more than 10 % in 2009.   

Earnings pEr sharE 
the earnings per share should also see a double-digit  
increase. for 2008, we expect the earnings per share to 
grow – parallel to the net income – by more than 12 %. 
in 2009, the earnings per share should rise by more 
than 10 %. 

dividEnd
we will continue to pursue a long-term profit-oriented 
dividend policy. pending approval of the proposed an-
nual dividend increase by the annual general meeting 
on may 20, 2008, the dividend will increase for the elev-
enth consecutive year since the company’s foundation 
in 1996. during this period, the dividend per ordinary 
share rose from € 0.17 to € 0.54 for the fiscal year 2007. 
this represents an annual dividend growth of about 
11 %. we intend to continue this development in 2008 
and 2009. in these two years, the dividend payout ratio 
should remain at the previous year’s level of nearly one 
third of net income.

capital ExpEnditurEs and acQuisitions
we intend to use approximately 10 % of our revenue  
for capital expenditures and acquisitions in 2008. we 
expect to spend $ 650 to $ 750 million on capital expen-
ditures and $ 150 to $ 250 million on acquisitions in 
2008. in 2009, we aim to spend about 8 % of our  
revenue on capital expenditures and acquisitions.

revenue growth

net income growth 

Earnings per share

dividend 
 

capital expenditures and acquisitions 
 
 

tax rate
debt / Ebitda ratio
Employees1

reasearch and 
development expenditures

product innovations 
 

7 % to $ 10.4 billion
 12 % – 15 %  

to $ 805 – $ 825 million

 more than 12 %
 continuous  

increase 

$ 650 – $ 750 million on 
capital expenditures
$ 150 – $ 250 million  

on acquistions

 38 % – 39 %
 below 2.8

more than 65,000

more than $ 80 million 

further expansion  
of product and 
 service range

 7 % – 9 %
 more than 10 % 

 more than 10 %
 continuous  

increase 

~ 8 % of revenue 
 
 

 38 % – 39 %
 below 2.8

more than 68,000

more than $ 80 million 

further expansion  
of product and 
 service range

$ 9.7 billion

$ 717 million 

$ 2.43

dividend increase 
of 15 % per ordinary 

share proposed

$ 807 million 
 
 

38.8 %
2.84

61,406

$ 67 million 

bcm and osvaren 
introduced 

 results 2007 goals 2008 goals 2009 

1 full-time equivalents

goals 2008 / 2009
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we plan to invest most of this amount – as in the pre-
vious years – in north america and Europe, our largest 
business regions. as well as continuously modernizing 
our dialysis clinics and production facilities, capital  
expenditures will be uses mainly for the continued 
growth of our business. in this way, we will be able to 
meet the strong demand for our dialysis products by  
expanding our global production capacities. in dialysis 
services, we will use capital expenditure to open new 
clinics. additionally, investments will be used to further 
rationalize production processes and to improve patient 
data management and accounting.

furthermore, we intend to make targeted acquisitions 
and to strengthen our worldwide business. to this end, 
we plan to acquire dialysis clinics and extend our offer 
in the area of dialysis drugs in accordance with our 
growth strategy.

taxEs
for 2008, we expect the effective tax rate to be between 
38 % and 39 %. this should not be exceeded in 2009. in 
the long term, we intend to lower it to 38 %.

cash flow
the target range for the operating cash flow in 2008 and 
2009 is 10 % to 12 % of revenue. we expect the contin-
ued focus on working capital management to contribute 
to this. with a forecast revenue of $ 10.4 billion, the  
operating cash flow would be between approximately 
$ 1.0 and $ 1.25 billion. 

dEbt / Ebitda ratio
fresenius medical care takes the debt / Ebitda ratio as a 
guideline in its long-term financial planning. the debt /
Ebitda ratio was 2.84 at the end of 2007. we intend to 
further reduce this to below 2.8 by the end of 2008, 
and expect a further decrease in 2009. 

financing
so far we have a sufficient financial cushion – consisting 
of only partly utilized bilateral and syndicated credit  
facilities and the accounts receivable facility – which we 
intend to preserve in the next years. we aim to keep 
committed and unutilized credit facilities to a minimum 
of 10 % to 15 % of our debt portfolio. 

we will focus our financing activities in the coming 
years on reducing subordinated debt. in this respect we 
have not refinanced the subordinated trust-preferred  
securities capital trust ii und iii maturing in february 
2008 by issuing new subordinated debt, but used our 
existing senior credit facilities instead.

additionally, we intend to change the portion of  
traditional bank financing more towards financing  
instruments issued in capital markets. our mid-term  
target regarding our debt portfolio is to have senior  
and unsecured debt instruments only.

the capital market transactions arranged in 2007  
completely cover our refinancing needs for 2008. the 
refinancing needs for the years 2009 and 2010 are  
also limited and can be covered by our cash flows and 
by using existing credit facilities. generally, we expect  
to have sufficient financing to achieve our goals in the 
future and to continue to promote the growth of  
the company.

EmployEEs 

we want to continuously grow internationally, boost 
sales of our dialysis products, and provide dialysis care 
to an increasing number of patients. fresenius medical 
care therefore expects the number of employees (full-
time equivalents) to keep on growing, too, particularly 
in dialysis clinics and at production sites. we anticipate 
that by the end of 2008, we will have more than 65,000 
employees. that would mean an increase of approxi-
mately 6 % compared to the end of 2007. in 2009, we 
expect our workforce to grow to more than 68,000. 
revenue should again rise at a higher rate than the 
number of employees. 

in keeping with our growth strategy, we see particularly 
promising opportunities in asia and Eastern Europe. 
Employee numbers in these regions should therefore in-
crease substantially. nevertheless, we do not anticipate 
any major changes in the worldwide distribution of our 
employees – most of our staff will continue to work in 
north america. 

02.6 outlook
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we will remain highly committed to vocational training 
for young people in germany. in the years to come,  
we intend to continue to qualify apprentices beyond 
our own demand and thus fulfill our responsibility to  
society. 

lEgal structurE and organization

fresenius medical care has been a partnership limited 
by shares (kommanditgesellschaft auf aktien, kgaa) 
since 2006. we are not planning to make any further 
changes to the legal form in the foreseeable future. 

as described in the “group structure and business”  
section starting on page 57, fresenius medical care’s  
activities are organized into three operating segments: 
 “north america”, “international”, and “asia-pacific”. 
for reporting purposes, we have aggregated the  
 “international” and “asia-pacific” segments into the 
 “international” segment as the economic conditions  
in the two segments are very similar. we expect this  
organizational structure to remain stable in 2008 and 
2009. 

on account of our decentralized organization, we can 
react to market requirements with the greatest possible 
flexibility. this principle of “entrepreneur in the enter-
prise” with clearly defined responsibilities has enjoyed  
a good track record for many years now and we will 
therefore adhere to it. 

procurEmEnt and logistics

in 2008, we intend to further optimize group-wide  
cooperation in the procurement process and work  
together more closely across borders. procurement  
alliances across various sectors will allow us to further 
increase purchasing volumes and secure better condi-
tions from our suppliers. to be able to gauge our  
success more precisely, one approach is to introduce  
a Europe-wide controlling system and thus improve  
the key data-based procurement process.

in addition, we intend to offer our logistics services to 
third parties. in this way, we can improve the utilization 
of our trucks in the u.s. and reduce the number of 
empty runs. furthermore, we will introduce lean six 
sigma to further areas of logistics in this region.

on account of the high demand for crude oil and  
other energies, the price situation is not likely to ease  
in 2008 and 2009, so that prices will probably stay at  
a constantly high level. we expect price increases for 
electricity and intermediate products that are depen-
dent on crude oil. the prices of other finished goods 
such as cardboard and other packaging materials 
should remain relatively stable. 

Quality and EnvironmEntal  
managEmEnt 

as a large number of our dialysis clinics are already certi-
fied according to iso 9001:2000 and iso 14001:2004, 
one of our top priorities is to continue to comply with 
certification requirements. our aim is to guarantee that 
these quality management standards are met in nearly 
250 clinics. 

in addition, we plan to certify 50 further clinics, above 
all in italy and france, in accordance with both stand-
ards. we also intend to introduce and certify the  
integrated management system (ims) in south africa  
and serbia. our need for employees who can perform  
internal audits based on ims requirements remains  
at a high level, especially in Eastern Europe. we will  
continue to promote their training in future. 

furthermore, we plan to install a comprehensive data 
management system in Europe to make the audit  
process even more efficient and enable effective eco-
controlling. new guidelines should help us conserve  
resources in our usage of water and dialysis fluids.  
in 2008 and beyond, we will work on implementing  
the general goals of our European environmental  
management system ( see page 99 ).
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opportunitiEs 

as mentioned on page 57 in the “group structure and 
business section”, some demographic factors have a  
decisive impact on fresenius medical care’s growth  
opportunities. these include the aging population and 
the increasing incidence of diabetes and hypertension, 
two illnesses which frequently precede the onset of 
end-stage renal disease (Esrd). due to these develop-
ments, there is a growing need for dialysis products and 
services. we intend to make a significant contribution 
to covering this need by supplying renal patients with 
high-quality products and services. at the same time, 
we will persevere to achieve our goal of operating for 
profit.

fresenius medical care can benefit as further markets 
open up, particularly in Eastern Europe and asia. while 
we already sell dialysis products in most of these mar-
kets via distributors or our own sales organizations, we 
only provide dialysis services in our own clinics in some 
of them. this is partly due to legal restrictions and to 
the fact that the necessary economic conditions often 
do not exist – for instance, appropriate reimbursement 
structures or functioning health systems. 

in japan, new opportunities for fresenius medical care 
could arise from changes in the legal framework. if the 
regulations for operating dialysis clinics in this country 
change so that private companies such as fresenius 
medical care can run their own clinics, this would  
open up significant new growth potential. japan is  
the biggest market in asia with about 280,000 dialysis  
patients, representing more than half of all dialysis  
patients in asia. in addition, populous countries such  
as china and india will provide further growth oppor-
tunities in the long term. therefore, we intend to 
strengthen our presence in india’s eight largest cities  
by offering dialysis services there.

germany is the fourth-largest market worldwide in 
terms of the number of dialysis patients treated. due  
to the quality of our products, we have an excellent 
market position there. whereas previously only doctors 
in private practice, hospitals, and nonprofit organiza-
tions were allowed to operate dialysis clinics, fresenius 
medical care can now run dialysis clinics in medical  
care centers. medical care centers are facilities managed 
by doctors with different areas of expertise: they are  
either salaried physicians or physicians under contract  
to the statutory healthcare insurance. we consider  
ourselves as partners for our customers when it comes 
to setting up new structures in the german health sys-
tem, and we will take advantage of any opportunities 
available to strengthen our business in the long term 
through our involvement. at the end of 2007, we par-
ticipated in 2 medical care centers. 

another field of business that provides excellent long-
term growth opportunities in our view is the area of  
dialysis drugs. integrating the phosphate binder phoslo 
into our product portfolio in fall 2006 was an important 
first step. besides phosphate binders, dialysis drugs  
include vitamin d, iron preparations and calcimimetics. 
we estimate that the dialysis-related market size for 
these four product groups totals more than $ 2.2 billion. 

further opportunities come from researching and devel-
oping new ways of treating renal patients. the develop-
ment of a wearable artificial kidney is conceivable in the 
long run. research is still in its infancy, however, and it  
is unlikely that significant patient groups can be treated 
in the short and medium term. fresenius medical care 
has taken an initial step with the acquisition of renal 
solutions, which is discussed on page 75. should such  
systems be developed, their use would open up consid-
erable potential for fresenius medical care in terms  
of dialysis products and services connected with home  
dialysis. 

02.6 outlook
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furthermore, fresenius medical care can benefit from  
a number of opportunities arising from its business  
performance. these include an optimized procurement 
process and cost-efficient production.

long-tErm rEvEnuE and Earnings  
outlook until 2010

with goal 10, which we announced back in 2005,  
we intend to achieve revenue of about $ 11.5 billion in 
2010. profitability should grow stronger than revenue, 
with the net income expected to increase by more  
than 10 % a year. our aim is to attain a global market 
share of 18 %.

further information on our corporate strategy goal 10 
for taking advantage of growth opportunities can be 
found from page 59 onwards.

gEnEral statEmEnt on  
thE ExpEctEd dEvElopmEnt

fresenius medical care’s prospects for the coming  
years are positive. at present, all regions are expected  
to contribute to the revenue and earnings growth. 

in 2008, we aspire to strengthen our market position  
in all of the segments and to consistently pursue our 
growth plans. this includes building new clinics and  
targeting the acquisition of dialysis clinics in all regions, 
bolstering our home dialysis activities, and continuing 
our strong involvement in the area of dialysis drugs.

in addition, we intend to further reduce fresenius  
medical care’s debit / Ebitda ratio and thus create  
room for additional growth. 

this outlook takes into account all factors known at  
the time of preparing the financial statements that 
could affect our business in 2008 and beyond. major 
risks are discussed in the risk report starting on page 111. 
fresenius medical care will do everything in its power  
to reach or – if possible – exceed its goals. 
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dirEctorships 
frEsEnius mEdical carE ag & co. kgaa

03.1

dr. gErd krick
chairman  
königstein, germany

supErvisory board

fresenius sE (chairman)
fresenius medical care management ag 
vamEd ag, Österreich (chairman)
allianz private krankenversicherungs-ag

 
advisory board

hdi haftpflichtverband der deutschen industrie v.a.g.
 
board of dirEctors

adelphi capital Europe fund, cayman islands  
 (until december 31, 2007)

dr. diEtEr schEnk
vice chairman
attorney and tax advisor
munich, germany

supErvisory board

fresenius sE (vice chairman)
fresenius medical care management ag (vice chairman) 
gabor shoes ag (chairman)
greiffenberger ag (vice chairman)
nsl consulting ag (chairman)
toptica photonics ag (chairman)

dr. waltEr l. wEisman
former president and chief Executive officer of  
american medical international, inc.  
los angeles, u.s.

supErvisory board

fresenius medical care management ag  
 
managEmEnt board

maguire properties, inc. (vice chairman and lead director)
occidental petroleum corporation
 
board of trustEEs

california institute of technology (vice chairman)
los angeles county museum of art (“life trustee”)
sundance institute (chairman)
samuel h. kress foundation (vice chairman)

john gErhard kringEl
former senior vice president of abbott laboratories, inc.
durango, colorado, u.s.

supErvisory board

fresenius medical care management ag 
 
othEr

natures view, llc

alpenglow development, llc

justice, llc

river walk, llc

visionary medical device fund (advisory board member)

supervisory board

03.1 directorships 
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william p. johnston
former chairman of the board of directors of renal care group, inc.
nashville, tennessee, u.s.

supErvisory board

fresenius medical care management ag

 
othEr

the carlyle group (senior advisor)
the hartford mutual funds, inc.  
 (member of board of directors)
lifecare holdings, inc. (member of board of directors)
multiplan, inc. (member of board of directors)
georgia o’keeffe museum  
 (member of board und investment committee) 
hcr-manor care, inc. (member of board of directors) 
 (since february 2008) 

prof. dr. bErnd fahrholz
attorney
frankfurt am main, germany

supErvisory board

smartrac n. v. (chairman)

audit and corporatE govErnancE committEE

dr. walter l. weisman (chairman)
john gerhard kringel
dr. gerd krick
william p. johnston
prof. dr. bernd fahrholz 

supervisory board supervisory board committee
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frEsEnius mEdical carE managEmEnt ag 
general partner of fresenius medical care ag & co. kgaa

dr. ulf m. schnEidEr 
chairman
frankfurt am main, germany

managEmEnt board

fresenius sE (chairman)
 
supErvisory board

fresenius kabi ag (chairman)
hElios kliniken gmbh (chairman)
Eufets ag (chairman)
fresenius kabi austria gmbh, austria
fresenius kabi Espana s.a., spain
fresenius medical care groupe france s.a.s., france  
 (chairman)
fresenius hemocare nederlands b.v., the netherlands
 

board of dirEctors

fhc (holdings), ltd., great britain

dr. diEtEr schEnk
vice chairman 
munich, germany

dr. gErd krick
königstein, germany

dr. waltEr l. wEisman
los angeles, u.s.

john gErhard kringEl
durango, colorado, u.s.

william p. johnston
nashville, tennessee, u.s.

dr. bEn lipps 
chairman  
boston, massachusetts, u.s.

managEmEnt board

fresenius sE 

dr. EmanuElE gatti 
chief Executive officer for Europe, latin america, middle East and africa
bad homburg v.d.h., germany

supErvisory board

centre d’hémodialyse du languedoc méditerranéen s.a.s.

centre néphrologique d’occitanie s.a.s.

fresenius medical care magyarország kft.
fresenius medical care dializis center kft.
fresenius medical care groupe france s.a.s.

board of trustEEs

danube university krems, austria (chairman)

robErto fusté
chief Executive officer for asia-pacific
hong kong, china

dr. rainEr runtE
general counsel and chief compliance officer 
bad homburg v.d.h., germany

supErvisory board

fresenius medical care groupe france s.a.s.

fresenius medical care sgps, s.a.

fresenius medical care japan, k.k.

fresenius-kawasumi co., ltd.

lawrEncE a. rosEn
chief financial officer
bad homburg v.d.h., germany

ricE powEll
co-chief Executive officer fresenius medical care north america  
and president and cEo of “renal therapy group (rtg)“  
boston, massachusetts, u.s.

mats wahlstrom
co-chief Executive officer fresenius medical care north america  
and president and cEo of “medical services“  
boston, massachusetts, u.s.

supervisory board

03.1 directorships 

management board
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products and sErvicEs of  
frEsEnius mEdical carE 

unless otherwise indicated, all trademarks mentioned in 
the 2007 annual report of fresenius medical care have 
been registered in the respective countries and are  
subject to the trademark rights of fresenius medical 
care. they are either owned or used under license by 
fresenius medical care and its affiliates. 

 
5008 thErapy systEm
this therapy system offers advantages for both  
patients and caregivers. the innovative, user-friendly  
interface makes the preparation of the dialysis  
treatment more efficient and guarantees simple  
and safe data processing. 

a.n.d.y.·disc
a peritoneal dialysis double-bag system (fluid and  
drainage bags) with lactate-buffered peritoneal  
dialysis fluid. the technology can be used safely  
and easily by the patient. 

balancE
lactate-buffered peritoneal dialysis solution in a two- 
compartment bag with stay·safe technology. after  
mixing the contents of the two compartments, the 
ready-to-use solution has a physiological ph and a  
considerably reduced amount of glucose degradation 
products.

bcm – body composition monitor
based on bio-impedance spectrometry, this device can 
be used to assess the body composition and thus the 
level of overhydration of dialysis patients. 

bibag
dry bicarbonate concentrate for online production of 
liquid bicarbonate concentrate used in bicarbonate  
hemodialysis with our hemodialysis machines of the 
4008 and 5008 series. 

bicavEra
physiological peritoneal dialysis solution. the two- 
compartment bag combined with stay·safe technology 
is safe and easy to handle. the pd solution, buffered 
with pure bicarbonate, ensures optimum biocompatibility. 
after mixing the contents of the two compartments, 
the ready-to-use solution has a physiological ph and a 
considerably reduced amount of glucose degradation 
products.  

biofinE
pvc-free, biocompatible material for producing foils,  
tubing and other components for peritoneal dialysis. 

blood prEssurE monitor (bpm)
module for hemodialysis machines for fully automated 
blood pressure monitoring. 

blood tEmpEraturE monitor (btm)
module for hemodialysis machines to measure  
blood temperature. it can be used to control the body 
temperature of a dialysis patient, for example. 

blood volumE monitor (bvm)
module for hemodialysis machines to measure relative 
blood volume and control fluid removal from the  
patient to avoid complications during dialysis treatment.  

cardioprotEctivE hEmodialysis
an integrated hemodialysis therapy developed by  
fresenius medical care that deals with cardiovascular 
disease in dialysis patients. 

ci-ca systEm
multifiltrate that combines integrated regional citrate-
anticoagulation and continuous renal replacement  
therapy without the need for systemic anticoagulants, 
thereby reducing the risk of bleeding. 

continuum – dialysis without boundariEs
comprehensive program of fresenius medical care to 
emphasize home dialysis – including home hemodialysis 
and peritoneal dialysis – for patients and healthcare  
professionals. 

glossary03.2
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dali
first method for the direct adsorption of lipoproteins 
from whole blood. apheresis treatment for patients, 
whose ldl cholesterol levels cannot be lowered through 
medication alone.  

diasafEplus
filter which produces ultrapure dialysis fluid during  
hemodialysis.

disc
controls all procedures during continuous ambulatory 
peritoneal dialysis (capd) with a simple turn. thus  
operating errors are virtually eliminated. 

Euclid
European clinical database. clinical database for  
ensuring the quality of dialysis treatment. the database 
records the treatment data of dialysis patients and  
allows an efficient comparison of treatment quality 
among individual dialysis clinics. 

frEsEnius polysulfonE dialyzEr
dialyzer with capillaries made from fresenius  
polysulfone. 

fx-class dialyzEr
a new class of dialyzer with increased performance  
and outstanding biocompatibility. the improved  
performance of fx dialyzers was realized with an  
innovative dialyzer concept, comprising improvements 
of individual components, including the helixone  
membrane.  

gEnius
innovative hemodialysis therapy system based on  
a single-pass batch system. the dialysate is prepared  
in one batch before treatment and adjusted to the 
needs of the individual patient.  

granudial
dry acid and bicarbonate concentrates for the offline 
production of liquid concentrates for bicarbonate  
hemodialysis. 

hElixonE
an advanced high-flux membrane for fx-class dialyzers 
based on the fresenius polysulfone membrane. the  
size and distribution of pores in helixone have been  
optimized to enable the removal of larger uremic toxins 
such as β2-microglobulin. 

icarE monitoring systEm
web-based system for monitoring nocturnal dialysis 
treatment from a central location and comparing  
actual with predefined data as the patient sleeps.  
the system reacts to any deviations from the defined 
data by contacting the patient immediately, using the 
emergency information provided.

iQcard
used with the fresenius freedom cycler pd+ to monitor 
every minute of automated peritoneal dialysis therapy. 
the data stored by the iQcard can be used to optimize 
the patient’s therapy as well as for research purposes. 

libErty cyclEr
innovative device for automated peritoneal dialysis  
marketed exclusively in the u.s. the liberty cycler  
automatically regulates the exchange of used and fresh 
dialysis fluid.   

multibic
a bicarbonate-buffered solution for hemofiltration.  

multifiltratE
multifunctional acute dialysis machine used for therapy 
in intensive care.

on-linE clEarancE (olc) /
on-linE clEarancE monitor (ocm)
optional quality assurance component for hemodialysis 
machines to measure online the effective in-vivo  
dialyzer clearance. 

onlinEplus systEm
a system for our 4008 and 5008 series hemodialysis  
machines to perform online hemodiafiltration and  
online hemofiltration. the infusion fluid is prepared  
conveniently and cost-efficiently by filtering dialysate. 
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optiflux
a dialyzer generation for the u.s. market, featuring  
improved clearance rates and outstanding biocom- 
patibility.

patiEntonlinE
the pd therapy manager is a software tool to  
administer patient data and evaluate treatment results 
to find the best therapy for peritoneal dialysis patients. 

phoslo
a calcium acetate phosphate binder for oral application 
in end-stage renal disease patients. 

pin
automatic, inline-closing procedure in continuous  
ambulatory peritoneal dialysis (capd) that minimizes 
the risk of contamination during bag disconnection. 

plasmaflux
capillary membrane filter used to separate plasma from 
other blood components.

promEthEus
novel extracorporeal blood purification system for  
patients with hepatic failure.

slEEp·safE
automated peritoneal dialysis system offering the full 
range of peritoneal dialysis options and a maximum  
of safety and comfort for the patient, physician and 
nursing staff.

stay·safE
biocompatible, safe and environmentally-friendly  
peritoneal dialysis system using biofine as well  
as pin and disc technology, i.e. without the need  
for breaking cones and clamps.

ultracarE
innovative and integrated treatment concept in  
fresenius medical care’s north american dialysis clinics 
combining, for example, the on-line clearance monitor, 
ultrapure dialysis fluid and the use of disposable high- 
flux polysulfone dialyzers.

ultraflux
filters for acute dialysis treatment.
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hEalthcarE and dialysis-rElatEd tErms

acutE kidnEy failurE
acute loss of renal function. there is a good chance  
of recovery of renal function if the cause of the  
acute kidney failure can be eliminated. depending  
on the severity of renal function loss, intermittent or  
continuous dialysis treatment may be necessary. 

adEQuacy
the term refers to the quality of dialysis treatment.  
to measure adequacy, tests are performed to see if 
enough fluid and substances have been removed  
from the patient’s blood. 

albumin
a protein that can be used to monitor a patient’s  
nutritional condition. 

anEmia
reduced oxygen transport capacity of the blood,  
measured as reduced hemoglobin content in the blood. 

anticoagulant
an agent (e. g. heparin) that prevents the clotting of 
blood (see blood coagulation).  

aphErEsis
process of obtaining blood from a donor or a patient to 
separate or remove certain components (thrombocytes, 
plasma) before reinfusing the remainder. 

artErio-vEnous (av) fistula
a direct surgically created connection between an  
artery and a vein in a patient. this connection forms  
a large blood vessel with an increased blood flow,  
providing access for hemodialysis. 

artEry
a blood vessel that carries blood from the heart to  
the body. 

automatEd pEritonEal dialysis (apd)
machine (cycler) supported version of peritoneal  
dialysis treatment usually performed at night. 
 
biocompatibility
ability of a material, system or solution to perform  
without an undesired, clinically significant response  
from the host. 

bioimpEdancE
procedure for measuring the water content of the body. 
alternating voltage electrodes measure the relationship 
between the alternating current and the alternating 
voltage flowing through the body. 

blood
fluid circulating in the body composed of plasma and 
cells (red blood cells, white blood cells, platelets, etc.). 
the main function of blood is to transport oxygen,  
nutrients and hormones to tissues and to remove waste 
products (such as carbon dioxide and urea). blood  
also regulates the water and electrolyte balance and 
helps fight off contaminants as part of the immune  
system. 

blood cElls, rEd (ErythrocytEs)
cells responsible for transporting oxygen from the  
lungs into the body. they are created with the help of 
erythropoietin, a hormone produced in the kidneys. 

blood cElls, whitE (lEukocytEs)
cells that defend the human body against infection. 
they are involved in allergic reactions and destroy  
damaged, old and dead cells in the body. 

blood coagulation
a complex process during which blood forms solid  
clots. it is an important part of hemostasis whereby a 
damaged blood vessel wall is covered by a fibrin clot 
that stops hemorrhaging and helps repair the damaged 
vessel. disorders in coagulation can lead to increased 
hemorrhaging and / or thrombosis and embolism.  
during dialysis treatment, blood coagulation is inhibited 
with anticoagulants such as heparin.

03.2 glossary 
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bloodlinEs
system of tubes connecting a patient’s blood circulation 
with a dialyzer during extracorporeal dialysis treatment.  
 
blood platElEts ( thrombocytEs)
the part of blood responsible for healing wounds. blood 
platelets form clots and release substances into the 
blood to generate the body’s healing response.

blood prEssurE
pressure exerted by the blood on the walls of the blood 
vessels. unless indicated otherwise, blood pressure is 
understood to mean arterial blood pressure, i.e. the 
pressure in the large arteries, such as the brachial artery 
(in the arm). the arterial pressure is higher than the 
pressure of the blood in other vessels.

buffEr
substance that reduces ph changes that occur in a  
system during the introduction of an acid or a base.

cathEtEr
a flexible tube inserted through the skin into a blood 
vessel or cavity to draw out body fluid or infuse fluid.  
in peritoneal dialysis a catheter is used to infuse dialysis 
solution into the abdominal cavity and drain it out 
again.

cE cErtification
proof of compliance with European union directives  
for medical devices.

chronic kidnEy disEasE
slow and progressive loss of kidney function over  
several years, often resulting in permanent kidney  
failure. since the renal function cannot be recovered, 
the patient has to be treated with renal replacement 
therapy, i.e. kidney transplantation or dialysis. 

clEarancE
a quantitative parameter to describe dialysis  
performance in terms of uremic toxin removal.

compositE ratE
medicare reimbursement rate for dialysis treatment.

continuous ambulatory pEritonEal  
dialysis (capd)
a type of peritoneal dialysis treatment where the  
dialysis solution is exchanged manually, generally  
four times a day.

dialysatE
fluid used in the process of dialysis.

dialysis
form of renal replacement therapy where a semi-
permeable membrane – in peritoneal dialysis the  
peritoneum of the patient, in hemodialysis the  
membrane of the dialyzer – is used to selectively filter 
solute from the patient’s blood into the dialysate. 

dialyzEr
special filter used in hemodialysis for removing  
toxic substances and excess water from the blood.  
the dialyzer is sometimes referred to as the  
 “artificial kidney”. 

dialyzEr mEmbranE
semipermeable barrier in the dialyzer to separate the 
blood from the dialysate.

diffusion
an exchange in the chemical concentration of two  
fluids that are divided by a semipermeable membrane. 
the molecules move from one fluid to the other,  
with metabolic toxins being transferred through the  
membrane into the dialysate.

disEasE managEmEnt
integrated concept of patient care that takes into  
account all medical aspects of an illness.

dry wEight
targeted optimal body weight of the patient, achieved 
by removing excess water during dialysis.

dwEll timE
in peritoneal dialysis, this is the amount of time the  
dialysis solution remains in the patient’s abdominal  
cavity during an exchange.
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End-stagE rEnal disEasE (Esrd)
terminal kidney failure accompanied by long-term  
complications such as renal anemia, hypertension and 
other cardiovascular problems, as well as bone disease, 
loss of appetite and malnutrition (see also “chronic  
kidney failure”).
 
ErythropoiEtin (Epo)
hormone that stimulates red blood cell production. 

ErythropoiEsis-stimulating agEnts (Esa)
recombinant human Epo that is commonly prescribed 
to patients on dialysis who suffer from anemia. 

ExtracorporEal
situated or occurring outside the body.

fda
the u.s. food and drug administration.

glomErular filtration ratE (gfr)
the u.s. national kidney foundation categorizes  
kidney disease into five stages based on the  
glomerular filtration rate (gfr). the gfr indicates  
the volume of liquid that the kidneys filter from the 
blood per minute (primary urine). this ranges from  
more than 90 ml / min in healthy kidneys (stage 1)  
to less than 15 ml / min (stage 5) when dialysis or  
a kidney transplant is needed. persons with stage  
4 chronic kidney disease (ckd) have advanced  
kidney damage (gfr of 15 to 29 ml / min); it is  
highly likely that these patients will need dialysis  
or a kidney transplant in the near future.

hEalth maintEnancE organization (hmo)
special form of private health insurance in the u.s. 
where the insured are members and treatment is  
provided by contract physicians (or member physicians) 
of the organization.

hEmodiafiltration (hdf)
special type of Esrd treatment combining the  
advantages of hemodialysis and hemofiltration. high 
elimination rates are achieved for substances with  
small and large weight molecules via diffusive and  
convective mechanisms respectively.

 

hEmodialysis (hd)

 
 
Esrd treatment method where the patient’s blood 
flows outside the body through disposable bloodlines 
into a special filter, the dialyzer. the dialysis solution car-
ries away waste products and excess water, and the 
cleaned blood is returned to the patient. the process is 
controlled by a hemodialysis machine that pumps blood, 
adds anticoagulants, regulates the purification process, 
and controls the mixing of the dialysis solution and its 
flow rate through the system. a patient typically  
receives three treatments per week, lasting from three 
to six hours each.

 
hEmofiltration (hf)
a type of Esrd treatment that does not use dialysate. 
the solutes are removed using convective forces to filter 
plasma water through a semipermeable membrane. 
substitution fluid is used to replace the volume removed 
by filtration.

hEmoglobin
substance in red blood cells that carries oxygen around 
the body. 

hEparin
universal anticoagulant substance that is administered 
during hemodialysis to inhibit blood coagulation during 
the dialysis treatment.

high-flux dialyzErs
dialyzers containing highly permeable membranes  
that allow for the effective removal of water and large 
uremic toxins such as β2-microglobulin.

used 
dialysis fluid

fresh 
dialysis fluid

anticoagulant

dialyzer

to the patient

blood pump

03.2 glossary 
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hypErvolaEmia
increased blood volume.

incidEncE
number of patients who are newly diagnosed with  
a specific disease during a certain period of time.

iso
international standards organization.

kidnEy
two kidneys are located at the rear of the abdominal 
cavity, one each on the right and left side of the spinal 
column. these vital organs are approximately 11 cm 
long and weigh only 160 grams each. the kidneys en-
sure a regulated acid-base balance by filtering excreta 
and producing urine. approximately 1,700 liters of 
blood normally pass through the kidneys every 24 hours. 

kidnEy transplantation
a surgical procedure to implant a kidney from a donor.

kt / v
indicator to evaluate treatment quality. it is calculated 
by dividing the product of urea clearance (k) and  
the length of treatment (dialysis time, t) by the filtration 
rate of certain toxic molecules (the urea distribution  
volume in the patient, v ).

low-flux dialyzErs
dialyzers with low permeability, e. g. for water.

mEdicarE / mEdicaid
a program developed by the federal u.s. social security 
administration that reimburses health insurances  
and providers of medical services for medical care to  
individuals over 65, with Esrd or the disabled.

mEdicarE modErnization act (mma)
reform of medicare, the public health insurance system 
providing medical care for the elderly as well as dialysis 
patients without private insurance. the reform affects 
the composite payment rates for the treatment of  
endstage renal disease patients and became effective  
in 2005.
 
mEmbranE pErmEability
an indication of the “openness” of a dialyzer  
membrane for blood or dialysis fluid constituents.

osmosis
passage of water from the blood through a  
semipermeable membrane. in osmosis, as opposed  
to diffusion, molecules move only in one direction.

 
pEritonEal dialysis (pd)
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
dialysis treatment method using the patient’s peritone-
um, i.e. the tissue that covers the inner surface of  
the abdominal cavity and the abdominal organs, as the 
dialyzing membrane for blood purification. a sterile  
dialysis solution is introduced and removed through a 
catheter that has been surgically implanted into the  
patient’s abdominal cavity. the solution absorbs toxins 
and excess water. most treatments are supported by  
a machine, the cycler, and are administered by the  
patients in their home or workplace several times a day  
or during the night.

 
plasma
liquid part of the blood containing water, proteins and 
other substances such as electrolytes and hormones. 
blood cells are not part of the plasma.

polysulfonE
a polymer used to produce dialyzer membranes. it  
is characterized by extreme thermal stability, chemical 
resistance and blood compatibility.

prEvalEncE
number of all patients who suffer from a specific  
disease during a certain period of time.

catheter

solution bag peritoneum

drainage bag

peritoneal 
dialysis solution
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transplantation
taking an organ or tissue from the body and grafting  
it into another area of the same body or into another 
individual.

ultrafiltration
the convective transport of solutes through a dialyzer or 
hemofilter membrane due to a decrease in hydrostatic 
pressure.
 
ultrafiltration ratE
rate of fluid removal from the patient’s blood circula-
tion measured in ml / min. this rate has to be chosen 
carefully. if the rate is too high, the cardiovascular  
stability of the patient is put at risk; if it is too low, the 
patient’s excess water cannot be removed.

vascular accEss (shunt)
 
 
 
 
 
 
 
 
 
 
 
 
 
 

method to connect a patient’s blood circulation to the 
dialyzer. the vascular access must enable sufficient 
blood flow and connection to the dialyzer as often as 
necessary, normally three times a week. adequate  
vascular access is a prerequisite for hemodialysis. the 
early recognition of problems during vascular access  
is essential for the blood to flow.

 
vEin
a blood vessel that carries blood to the heart.

xEnotransplantation
transplantation of tissues or organs from one species  
to another.

03.2 glossary 
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PolYsUlfone fIBer

the picture on the cover page shows fibers 
through which the patient’s blood flows. each 
fiber is only a quarter of a millimeter thick –  
not much more than a human hair.

as a prelude to each chapter of the annual  
report, one aspect of polysulfone fiber, which  
is used in our dialyzers, will be discussed briefly:  
the volume produced annually, the layout of  
the fibers inside the dialyzer, the diameter, the 
pore size and the transport mechanisms.
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the picture on the cover page shows fibers 
through which the patient’s blood flows. each 
fiber is only a quarter of a millimeter thick –  
not much more than a human hair.

Operating data 
$ in millions 2007 2006 change 
 

net revenue

earnings before interest and taxes,  
depreciation and amortization (ebitda) 

earnings before interest and taxes (ebit) 
net income
net cash flow from operating activities
Free cash flow1

capital expenditure (net)
capital expenditure including acquisitions
proceeds from divestitures
 
data per share
earnings per ordinary share ($)
dividend per ordinary share (€)
 
Key ratiOs (in %)
ebit margin 
ebitda margin 
equity to assets
 
Other data
employees (full-time equivalents) 
patients 
clinics
treatments (in millions)

 8,499
  

1,627
 1,318
 537
 908

458
 450
 4,766
 516
 

 1.82
 0.47
 

 15.5
 19.1
 37.3
 

 56,803
 163,517

2,108
 23.7

 14 %
  

19 %
 20 %
 34 %
 32 %

42 %
 22 %
 
 

 33 %
 15 %
 

 
 
 
 

 8 %
 6 %
 6 %

11 %

 9,720
  

1,943
 1,580
 717

1,200
651
549
900

 30
 

 2.43

 0.54

 

 16.3

 20.0
 39.3
 

 61,406

 173,863
2,238

 26.4

net revenue 

all figures in this report are stated in u.s.-$ and in conformity with u.s. Gaap, if not indicated otherwise. 
unless specified, all charts refer to fiscal year 2007. For more details please look to the 5-year summary at the end of the financial report.

$ in millions

2007 9,720
2006 8,499

net inCOMe
$ in millions

2007 717
2006 537

 

earnings per share 
in $

2007 2.43
2006 1.82
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as a prelude to each chapter of the annual  
report, one aspect of polysulfone fiber, which  
is used in our dialyzers, will be discussed briefly:  
the volume produced annually, the layout of  
the fibers inside the dialyzer, the diameter, the 
pore size and the transport mechanisms.
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Fresenius Medical Care filed an annual report under Form 20-F with the securities and exchange Commission (seC) 
with additional information on the Company. Fresenius Medical Care’s annual report on Form 20-F may be obtained 
from the Company or by shareholders in the united states by writing to: the Bank of new York / p.O. Box 11258 /  
Church street station / new York, nY 10286-1258 / usa / tel. +1 (888) 269 2377 (toll-free number in the u.s.).

the audited financial statements of the group’s holding company, Fresenius Medical Care ag & Co. Kgaa, will be 
submitted electronically to the electronic german Federal gazette (Bundesanzeiger) who files these financial state-
ments with the Company register. these financial statements can be obtained from the Company.

the audited consolidated financial statements in accordance with § 315 a Commercial Code (hgB) in conjunction  
with article 58(5) of the introductory act to the german Commercial Code (eghgB) will be submitted electronically  
to the electronic german Federal gazette (Bundesanzeiger) who files these consolidated financial statements with  
the Company register. these financial statements can be obtained from the Company.

the publications can be also accessed on www.fmc-ag.com.



[04.1–7 ] Operating and FinanCial 
 review and prOspeCts

the fiber is a semi-permeable membrane. it works much in the same way as a 
fine sieve: small molecules in the blood (usually metabolic toxins) are filtered 
through pores in the fiber and then carried away by the dialysis fluid. vital  
molecules (for example blood cells and important proteins) are normally larger 
and therefore remain in the blood.    

BlOOd dialYsis MeMBrane dialYsate

large protein  
molecule 
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504.1 critical accOunting pOlicies 

Operating and FinanCial review and prOspeCts

You should read the following discussion and analysis of the results of operations of Fresenius 
Medical Care ag & Co. Kgaa and its subsidiaries in conjunction with our historical consoli-
dated financial statements and related notes contained elsewhere in this report. some of the 
statements contained below, including those concerning future revenue, costs and capital  
expenditures and possible changes in our industry and competitive and financial conditions 
include forward-looking statements. we made these forward-looking statements based on 
the expectations and beliefs of the management of the Company’s general partner concern-
ing future events which may affect us, but we cannot assure that such events will occur or 
that the results will be as anticipated. Because such statements involve risks and uncertainties,  
actual results may differ materially from the results which the forward-looking statements  
express or imply. such statements include the matters and are subject to the uncertainties 
that we described in “Outlook” and “risk report” in the corporate report as well as in note 18 

“legal proceedings” in the financial report.

Our business is also subject to other risks and uncertainties that we describe from time to 
time in our public filings. developments in any of these areas could cause our results to differ 
materially from the results that we or others have projected or may project.

CritiCal aCCOunting pOliCies

the Company’s reported financial condition and results of operations are sensitive to accoun-
ting methods, assumptions and estimates that are the basis for our financial statements.  
the critical accounting policies, the judgements made in the creation and application of these 
policies, and the sensitivities of reported results to changes in accounting policies, assump-
tions and estimates are factors to be considered along with the Company’s financial state-
ments, and the discussion in “results of Operations”.

reCOveraBilitY OF gOOdwill and intangiBle assets

the growth of our business through acquisitions has created a significant amount of intangi-
ble assets, including goodwill, trade names and management contracts. at december 31, 
2007, the carrying amount of goodwill amounted to $ 7,246 million and non-amortizable in-
tangible assets amounted to $ 443 million representing in total approximately 54 % of our 
total assets. 

in accordance with statement of Financial accounting standards (“sFas”) no. 142 Goodwill 
and Other Intangible Assets, we perform an impairment test of goodwill and non-amortiz-
able intangible assets at least once a year for each reporting unit, or if we become aware of 
events that occur or if circumstances change that would indicate the carrying value might be 
impaired ( see also note 1g in our consolidated financial statements ).

04.1
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to comply with the provisions of sFas no. 142, the fair value of the reporting unit is com-
pared to the reporting unit’s carrying amount. we estimate the fair value of each reporting 
unit using estimated future cash flows for the unit discounted by a weighted average cost of 
capital (“waCC”) specific to that unit. estimating the discounted future cash flows involves 
significant assumptions, especially regarding future reimbursement rates and sales prices, 
treatments and sales volumes and costs. in determining discounted cash flows, the Company 
utilizes its three-year budget, projections for years 4 to 10 and a range of growth rates of  
0 % to 4 % for all remaining years. the Company’s weighted average cost of capital consists 
of a basic rate of 7.34 % for 2007. this basic rate is then adjusted by a percentage ranging 
from 0 % to 7 % for specific country risks within each reporting unit for determining the  
reporting unit’s fair value.

if the fair value of the reporting unit is less than its carrying value, a second step is performed 
which compares the fair value of the reporting unit’s goodwill to the carrying value of its 
goodwill. if the fair value of the goodwill is less than its carrying value, the difference is  
recorded as an impairment.

a prolonged downturn in the healthcare industry with lower than expected increases in reim-
bursement rates and / or higher than expected costs for providing healthcare services and for 
procuring and selling products could adversely affect our estimated future cashflows. Future 
adverse changes in a reporting unit’s economic environment could affect the discount rate. a 
decrease in our estimated future cash flows and / or a decline in the reporting units economic 
environment could result in impairment charges to goodwill and other intangible assets which  
could materially and adversely affect our future financial position and operating results. 

legal COntingenCies

we are party to litigation and subject to investigations relating to a number of matters as  
described in note 18 “legal proceedings” in this report. the outcome of these matters may 
have a material effect on our financial position, results of operations or cash flows.

we regularly analyze current information including, as applicable, our defenses and we pro-
vide accruals for probable contingent losses including the estimated legal expenses to resolve 
the matters. we use the resources of our internal legal department as well as external lawyers 
for the assessment. in making the decision regarding the need for loss accrual, we consider 
the degree of probability of an unfavorable outcome and our ability to make a reasonable  
estimate of the amount of loss.

the filing of a suit or formal assertion of a claim or assessment, or the disclosure of any such 
suit or assertion, does not automatically indicate that accrual of a loss may be appropriate.
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aCCOunts reCeivaBle and allOwanCe FOr dOuBtFul aCCOunts 

trade accounts receivable are a significant asset of ours and the allowance for doubtful  
accounts is a significant estimate made by management. trade accounts receivable were 
$ 2,027 million and $ 1,849 million at december 31, 2007 and 2006, respectively, net of  
allowances for doubtful accounts of $ 248 million and $ 207 million at december 31, 2007 
and 2006, respectively. the majority of our receivables relates to our dialysis service business 
in north america.

dialysis care revenues are recognized and billed at amounts estimated to be receivable under 
reimbursement arrangements with third party payors. Medicare and Medicaid programs are 
billed at pre-determined net realizable rates per treatment that are established by statute  
or regulation. revenues for non-governmental payors where we have contracts or letters  
of agreement in place are recognized at the prevailing contract rates. the remaining non- 
governmental payors are billed at our standard rates for services and, in our north america 
segment, a contractual adjustment is recorded to recognize revenues based on historic reim-
bursement experience with those payors for which contracted rates are not predetermined. 
the contractual adjustment and the allowance for doubtful accounts are reviewed quarterly 
for their adequacy. no material changes in estimates were recorded for the contractual  
allowance in the periods presented.

the allowance for doubtful accounts is based on local payment and collection experience. 
we sell dialysis products directly or through distributors in over 100 countries and dialysis  
services in more than 25 countries through owned or managed clinics. Most payors are  
government institutions or government-sponsored programs with significant variations  
between the countries and even between payors within one country in local payment and 
collection practices. specifically, public health institutions in a number of countries outside 
the u.s. require a significant amount of time until payment is made. payment differences  
are mainly due to the timing of the funding by the local, state or federal government to the 
agency that is sponsoring the program that purchases our services or products. the collection 
of accounts receivable from product sales to third party distributors or dialysis clinics is  
affected by the same underlying causes, since these buyers of our products are reimbursed  
as well by government institutions or government sponsored programs.

in our u.s. operations, the collection process is usually initiated 30 days after service is pro-
vided or upon the expiration of the time provided by contract. For Medicare and Medicaid, 
once the services are approved for payment, the collection process begins upon the expira-
tion of a period of time based upon experience with Medicare and Medicaid. in all cases 
where co-payment is required the collection process usually begins within 30 days after  
service has been provided. in those cases where claims are approved for amounts less than 
anticipated or if claims are denied, the collection process usually begins upon notice of  
approval of the lesser amounts or upon denial of the claim. the collection process can be 
confined to internal efforts, including the accounting and sales staffs and, where appropriate, 
local management staff. if appropriate, external collection agencies may be engaged.
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For our international operations, a significant number of payors are government entities 
whose payments are often determined by local laws and regulations. depending on local 
facts and circumstances, the period of time to collect can be quite lengthy. in those instances 
where there are non-public payors, the same type of collection process is initiated as in  
the u.s.

due to the number of our subsidiaries and different countries that we operate in, our policy 
of determining when a valuation allowance is required considers the appropriate local facts 
and circumstances that apply to an account. while payment and collection practices vary  
significantly between countries and even agencies within one country, government payors 
usually represent low credit risks. accordingly, the length of time to collect does not, in and 
of itself, indicate an increased credit risk and it is our policy to determine when receivables 
should be classified as bad debt on a local basis taking into account local practices. in all  
instances, local review of accounts receivable is performed on a regular basis, generally 
monthly. when all efforts to collect a receivable, including the use of outside sources where 
required and allowed, have been exhausted, and after appropriate management review,  
a receivable deemed to be uncollectible is considered a bad debt and written off. 

estimates for the allowances for doubtful accounts receivable from the dialysis service  
business are mainly based on local payment and past collection history. specifically, the  
allowances for the north american operations are based on an analysis of collection  
experience, recognizing the differences between payors and aging of accounts receivable. 
From time to time, accounts receivable are reviewed for changes from the historic collection 
experience to ensure the appropriateness of the allowances. the allowances in the interna-
tional segment and the products business are also based on estimates and consider various 
factors, including aging, creditor and past collection history. write offs are taken on a claim 
by claim basis when the collection efforts are exhausted. a significant change in our collec-
tion experience, a deterioration in the aging of receivables and collection difficulties could  
require that we increase our estimate of the allowance for doubtful accounts. any such  
additional bad debt charges could materially and adversely affect our future operating results.

if, in addition to our existing allowances, 1 % of the gross amount of our trade accounts  
receivable as of december 31, 2007 were uncollectible through either a change in our esti-
mated contractual adjustment or as bad debt, our operating income for 2007 would have 
been reduced by approximately 1 %.
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u.s. Medicare and Medicaid programs
u.s. commercial payors  
u.s. hospitals  
self-pay of u.s. patients  
Other u.s.  
international product customers and dialysis payors  
TOTAL

 22 %
 26 %
 4 %
 1 %
 3 %
  44 %
 100 %

 20 %
 26 %
 6 %
 1 %
 –
 47 %
 100 %

cOmpOsitiOn Of trade accOunts receivables
december 31,  2007 2006

the following tables show the portion and aging of trade accounts receivable of major  
debtors or debtor groups at december 31, 2007 and december 31, 2006. no single debtor 
other than u.s. Medicaid and Medicare accounted for more than 5 % of total trade accounts 
receivable in either year. trade accounts receivable in the international segment are for a 
large part due from government or government-sponsored organizations that are established 
in the various countries within which we operate. amounts pending approval from third 
party payors represent less than 1% at december 31, 2007.

aging of net trade accounts receivable by major payor groups:

selF-insuranCe prOgraMs

under the insurance programs for professional, product and general liability, auto liability  
and worker’s compensation claims, FMCh, our largest subsidiary, is partially self-insured for 
professional liability claims. For all other coverages we assume responsibility for incurred 
claims up to predetermined amounts above which third party insurance applies. reported  
liabilities for the year represent estimated future payments of the anticipated expense for 
claims incurred (both reported and incurred but not reported) based on historical experience 
and existing claim activity. this experience includes both the rate of claims incidence (num-
ber) and claim severity (cost) and is combined with individual claim expectations to estimate 
the reported amounts.
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FinanCial COnditiOn and results OF OperatiOns

 
Overview

we are engaged primarily in providing dialysis services and manufacturing and distributing 
products and equipment for the treatment of end stage renal disease. in the u.s., we also 
perform clinical laboratory testing. we estimate that providing dialysis services and distribut-
ing dialysis products and equipment represents an over $ 58 billion worldwide market with 
expected annual world-wide patient growth of 6 %. patient growth results from factors such 
as the aging population; increasing incidence of diabetes and hypertension, which frequently 
precede the onset of esrd; improvements in treatment quality, which prolong patient life; 
and improving standards of living in developing countries, which make life-saving dialysis 
treatment available. Key to continued growth in revenue is our ability to attract new patients 
in order to increase the number of treatments performed each year. For that reason, we  
believe the number of treatments performed each year is a strong indicator of continued  
revenue growth and success. in addition, the reimbursement and ancillary services utilization 
environment significantly influences our business. in the past we experienced and also expect 
in the future generally stable reimbursements for dialysis services. this includes the balancing 
of unfavorable reimbursement changes in certain countries with favorable changes in other 
countries. the majority of treatments are paid for by governmental institutions such as  
Medicare in the united states. as a consequence of the pressure to decrease health care 
costs, reimbursement rate increases have been limited. Our ability to influence the pricing of 
our services is limited. profitability depends on our ability to manage rising labor, drug and 
supply costs.

For calendar year 2008, CMs increased the drug add-on adjustment by $ 0.69, bringing the 
drug add-on adjustment to 15.5 percent of the total per-treatment prospective payment. the 
composite rate, unlike many other payment rates in Medicare is not automatically updated 
each year. as a result, this portion of the payment rate does not receive an annual update  
in the absence of a statutory change. although Congress provided for updates ranging from 
1.6 to 2.4 percent to the composite rate in the previous five years, Congress has not yet en-
acted legislation to update the composite rate for the calendar year 2008. CMs updated the 
wage index adjustment applicable to esrd facilities to a 25 / 75 blend between adjustments 
based on old metropolitan statistical areas (“Msas”) and those based on new core-based  
statistical areas (“CBsas”). in 2009, CMs expects to complete the transition from the Msa 
definition to the CBsa definition, and facilities will be paid according to the CBsa rate.  

04.2
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Certain other items and services that we furnish at our dialysis centers are not included in the 
composite rate and are eligible for separate Medicare reimbursement. the most significant of 
these items are drugs or biologicals, such as erythropoietin-stimulating agents (“esas”), vita-
min d analogs, and iron, which are reimbursed at 106 % of the average sales price as report-
ed to CMs by the manufacturer. products and support services furnished to esrd patients  
receiving dialysis treatment at home are also reimbursed separately under a reimbursement 
structure comparable to the in-center composite rate. although these reimbursement meth-
odologies limit the allowable charge per treatment, they provide us with predictable per 
treatment revenues.

CMs has estimated that these changes will increase Medicare payments to all esrd facilities 
by 0.5 percent in 2008 but that there will be some variation depending on the size and  
location of the facilities. in addition, CMs estimates that for-profit facilities will see an overall 
increase of 0.4 percent and non-profit facilities will receive 0.9 percent more in 2008. the 
Company’s estimates of the effects of these changes on its business are consistent with the 
CMs calculations.

in March 2007, at the request of the Fda, the manufacturer of epogen and aranesp added  
a “blackbox” safety warning (Fda’s highest level of safety warning) to its package label  
dosing instructions. in april 2007, the national Kidney Foundation amended its anemia  
management guidelines for anemia management (“K / dOQi”). 

in July, 2007, CMs announced a revision to the national monitoring policy for esa’s, to be  
effective January 1, 2008. the revision reduces the monthly aggregate maximum dose from 
500,000 iu to 400,000 iu for epogen and from 1500 mcg to 1200 mcg for aranesp. the  
revision continues the original monthly 25 % dose reduction requirement in payment in  
instances where a patient’s hemoglobin level persists above 13.0 g / dl for less than three 
monthly billing cycles and, in addition, it further reduces payment by 50 % of the reported 
dose if the hemoglobin level persists above 13.0 g / dlfor three months or more. in november 
2007, the Fda announced revisions to product labeling, including a change to the dosing  
recommendations for anemic patients with chronic renal failure to explicitly advise clinicians 
to maintain hemoglobin levels within the range of 10 to 12 g / dl. in addition, warnings were 
strengthened regarding possible adverse events when esas are administered to achieve  
higher hemoglobin levels.
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we believe our policies on billing for esas comply with CMs policies. we have recommended 
to our treating physicians that they review and understand the package label insert and the 
K / dOQi guidelines as they make their anemia management decisions.

we have identified three operating segments, north america, international, and asia pacific. 
For reporting purposes, we have aggregated the international and asia pacific segments as 
 “international”. we aggregated these segments due to their similar economic characteristics. 
these characteristics include same services provided and same products sold, same type  
patient population, similar methods of distribution of products and services and similar eco-
nomic environments. the general partner’s Management Board member responsible for the 
profitability and cash flow of each segment’s various businesses supervises the management 
of each operating segment. the accounting policies of the operating segments are the same 
as those we apply in preparing our consolidated financial statements under accounting prin-
ciples generally accepted in the united states (“u.s. gaap”). Our management evaluates 
each segment using a measure that reflects all of the segment’s controllable revenues and  
expenses. 

with respect to the performance of our business operations, our management believes the 
most appropriate measure in this regard is operating income which measures our source of 
earnings. Financing is a corporate function which segments do not control. therefore, we do 
not include interest expense relating to financing as a segment measurement. we also regard 
income taxes to be outside the segments’ control. similarly, we do not allocate “corporate 
costs”, which relate primarily to certain headquarters overhead charges, including account-
ing and finance, professional services, etc. because we believe that these costs are also not 
within the control of the individual segments. accordingly, all of these items are excluded 
from our analysis of segment results and are discussed below in the discussion of our consoli-
dated results of operations.
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tOtal revenue

north america
international
TOTAL

inter-segment revenue

north america
international
TOTAL

tOtal net revenue

north america
international
TOTAL

amOrtizatiOn and depreciatiOn

north america
international
Corporate
TOTAL

Operating incOme

north america
international
Corporate
TOTAL

interest income
interest expense
income tax expense
Minority interest
neT incOme

 6,664
 3,134
 9,798

 1
 77
 78

 6,663
 3,057
 9,720

 220
 141
 2
 363

 1,130
 544
 (94)
 1,580

 29
 (400)
 (466)
 (26)
 717

 6,026
 2,534
 8,560

 1
 60
 61

 6,025
 2,474
 8,499

 187
 120
 2
 309

 965
 440
 
 1,318

 

 21
 
 
 
 537

segment data
$ in millions 2007 2006

 (87)
  

 (372)
 (413)
 (17)

results OF OperatiOns
 

the following tables summarize our financial performance and certain operating results by 
principal business segment for the periods indicated. inter-segment sales primarily reflect  
sales of medical equipment and supplies from the international segment to the north  
america segment. we prepared the information using a management approach, consistent 
with the basis and manner in which our management internally disaggregates financial  
information to assist in making internal operating decisions and evaluating management  
performance. 

04.3
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 2007 2006 Change Change 
   as reported at constant 
    exchange rates

number of treatments
same market treatment growth
revenue in $ million
gross profit in % of revenue
selling, general and administrative costs in % of revenue
net income in $ million

 26,442,421
 3.9 %
 9,720
 34.5 %
 17.6 %
 717

 
 
 12 %
 
 
 

 11 %
 
 14 %
 
 
 34 %

 23,739,733
 4.2 %
 8,499
 33.9 %
 18.2 %
 537

Key indicatOrs fOr cOnsOlidated financials

highlights

revenues increased by 14 % to $ 9,720 million (12 % at constant rates) mainly due to organic 
growth at 6 %, the rCg acquisition, net of acquisition-related divestitures, which occurred 
by the end of the first quarter of 2006, contributing 4 % and other acquisitions contributing 
2 %. Operating income (eBit) increased 20 %.

net income increased by 34 %.

we successfully issued $ 500 million 6 7 / 8 % senior notes due 2017 to refinanct debt. 

effective June 15, 2007, we completed a three-for-one share split of our ordinary shares and 
our preference shares, as approved by our shareholders at the annual general Meeting held 
on May 15, 2007. 

On november 26, 2007, the Company completed the acquisition of 100 % of the common 
shares of renal solutions, inc. (rsi) an indiana corporation with principal offices in warren-
dale, pa. for total consideration of up to $ 204 million. rsi holds key patents and other  
intellectual property worldwide related to sorbent-based technology (sOrB) which allows  
dialysate to be regenerated, an important step in advancing home hemodialysis and helping 
to create a potential platform for eventual development of a wearable kidney. 

COnsOlidated FinanCials

we provided 26,442,421 treatments during the year ended december 31, 2007, an increase 
of 11% over the same period in 2006. same market treatment growth contributed 4 %, the 
rCg acquisition, net of the acquisition-related divestitures, contributed 4 %, and additional 
growth from other acquisitions contributed 4 %, partially offset by the combined effects of 
sold or closed clinics (1%). 
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at december 31, 2007, we owned, operated or managed (excluding those managed in  
the u.s.) 2,238 clinics compared to 2,108 clinics at december 31, 2006. during 2007, we  
acquired 84 clinics, opened 76 clinics and combined or closed 30 clinics. the number of  
patients treated in clinics that we own, operate or manage (excluding those managed in the 
u.s.) increased by 6 % to 173,863 at december 31, 2007 from 163,517 at december 31,  
2006. including 33 clinics managed in the u.s., the total number of patients was 175,705. 

net revenue increased by 14 % (12 % at constant rates) for the year ended december 31, 
2007 over 2006 due to growth in revenue in both dialysis care and dialysis products and the 
net effects of the rCg acquisition.

dialysis care revenue grew by 13 % to $ 7,213 million (12 % at constant exchange rates) in 
2007 mainly due to the rCg acquisition net of acquisition-related divestitures (5 %), growth 
in same market treatments (4 %), increased revenue per treatment (2 %), other acquisitions 
(2 %) and exchange rate fluctuations (1%), partially offset by sold or closed clinics (1%). 

dialysis product revenue increased by 18 % to $ 2,507 million (12 % at constant exchange 
rates) in the same period mainly as a result of increased sales of hemodialysis machines,  
dialyzers, concentrates, and the phoslo business which we acquired in late 2006. 

the increase in gross profit margin is primarily a result of higher revenue per treatment rates, 
partially offset by higher personnel expenses and by decreased utilization of and reduced  
reimbursement rates for epO in north america, higher growth in lower gross margin dialysis 
care business in the international segment and growth in lower margin renal pharma sales. 

selling, general and administrative (“sg&a”) costs increased to $ 1,709 million in 2007 from 
$ 1,548 million in 2006. sg&a costs as a percentage of sales decreased to 17.6 % in 2007 
from 18.2 % in 2006. the positive effect of the economies of scale in the international  
segment was partially offset by higher personnel expenses. in addition, 2006 was negatively 
impacted by the effects of charges of $ 32 million related to the integration of the rCg  
acquisition, $ 3 million for in-process r&d and the transformation of the Company’s legal 
form ($ 2 million). Bad debt expense for 2007 was $ 202 million as compared to $ 177 million 
in 2006, representing 2.1% of sales for both 2007 and 2006. 

Operating income increased to $ 1,580 million in 2007 from $ 1,318 million in 2006. Operating 
income margin increased to 16.3 % for 2007 from 15.5 % for 2006 due to increased gross  
margins as noted above and the decrease in sg&a as a percentage of sales as noted above, 
partially offset by effects of a $ 40 million gain in 2006 from the acquisition-related divesti-
tures. the gain from the acquisition-related divestitures and the costs in connection with the 
rCg integration and transformation of our legal form, had no net effect on the operating  
income margin for 2006.

interest income increased to $ 29 million in 2007 as compared to $ 21 million in 2006 to  
a large extent as a result of interest income related to the collection of overdue accounts  
receivable. 
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interest expense increased 8 % to $ 400 million during 2007 from $ 372 million for 2006 
mainly as a result of increased debt due to the rCg acquisition which was consummated at 
the end of March 2006. the write-off of fees related to the early retirement of debt incurred 
under senior Credit agreements had an impact of $ 5 million and $ 15 million for 2007 and 
2006, respectively. 

income tax expense increased to $ 466 million for 2007 from $ 413 million for 2006. in  
august 2007, the german corporate tax rate was reduced from 25 % to 15 % which resulted 
in a deferred tax benefit in the second half of 2007 of $ 4.3 million. this benefit was offset  
by the effect of additional tax expense recognized as a result of ongoing tax audits. the  
effective tax rate for 2007 was 38.5 % compared to 42.8 % for 2006, a decrease mainly due 
to the impact of tax charges in 2006 related to the gain from the rCg acquisition-related  
divestitures and a tax audit in germany. 

Minority interest increased by $ 9 million as a result of a number of joint ventures acquired in 
connection with the rCg acquisition in 2006 and additional asia-pacific acquisitions in 2007 
that are not wholly-owned. 

net income for 2007 increased to $ 717 million from $ 537 million for 2006 mainly as a result 
of the effects of the items mentioned above. the twelve-month period ended december 31, 
2006 was affected by the after-tax effect of $ 9 million of charges from the write-off of  
deferred financing fees related to the previous senior credit agreement, $ 4 million net loss  
on the sale of acquisition-related divestitures, $ 22 million costs for the integration of rCg, 
$ 1 million for in-process r&d and $ 1 million costs for the transformation of legal form.  
excluding these costs for the prior year, net income in 2007 increased by 25 % to $ 717 mil-
lion from $ 574 million in 2006.

the following discussions pertain to our business segments and the measures we use to  
manage these segments.
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 2007 2006  Change 
    
  

number of treatments
same market treatment growth
revenue in $ million
depreciation and amortization in $ million
Operating income in $ million
Operating income margin

 18,451,381
 2.9 %
 6,663
 220
 1,130
 17.0 %

 9 %
 
 11 %
 18 %
 17 %
 

 16,877,911
 2.1 %
 6,025
 187
 965
 16.0 %

Key indicatOrs fOr nOrth america segment

nOrth aMeriCa segMent

revenue
treatments increased by 9 % for 2007 as compared to 2006 mainly due to the rCg acquisi-
tion (6 %), same market growth (3 %), and other acquisitions (1 %) partially offset by the 
combined effect of sold or closed clinics (1 %). at december 31, 2007, 121,431 patients (a 
3 % increase over the same period in the prior year) were being treated in the 1,602 clinics 
that we own or operate in the north america segment, compared to 117,855 patients  
treated in 1,560 clinics at december 31, 2006. the average revenue per treatment for 2007 
increased to $ 323 from $ 317 in 2006. in the u.s., the average revenue per treatment  
increased to $ 327 for 2007 from $ 321 for 2006. the improvement in the revenue rate per 
treatment is primarily due to improved commercial payor rates, a 1.6 % increase in the  
Medicare composite rate, an increase in the drug add-on adjustment and the effects of the 
rCg acquisition, partially offset by decreased utilization of and reduced reimbursement  
rates for epO.

net revenue for the north america segment for 2007 increased as a result of increases in  
dialysis care revenue by 10 % to $ 6,002 million from $ 5,464 million in 2006 and dialysis 
product revenue by 18 % to $ 661 million from $ 561 million in 2006.

the 10 % increase in dialysis care revenue was driven by an 6 % increase as a result of the  
effects of the rCg acquisition, net of acquisition-related divestitures, by same market treat-
ment growth of 3 % and 1 % resulting from other acquisitions partially offset by sold or 
closed clinics and the divestiture of the perfusion business (2 %). in addition, revenue per 
treatment improved 2 %. the administration of epO represented approximately 21 % and 
23 % of total north america dialysis care revenue for 2007 and 2006, respectively.

the product revenue increase was driven mostly by a higher sales volume of hemodialysis  
machines, concentrates, and sales of the phosphate binding drug phoslo which was  
acquired in late 2006.



Fresenius Medical Care 2007

18

 7,991,040
 6.2 %
 3,057
 141
 544
 17.8 %

 6,861,822
 8.6 %
 2,474
 120
 440
 17.8 %

 
 
 15 %
 
 
 

 16 %
 
 24 %
 18 %
 24 %
 

 2007 2006 Change Change  
   as reported at constant 
    exchange rates

number of treatments
same market treatment growth
revenue in $ million
depreciation and amortization in $ million
Operating income in $ million
Operating income margin

Key indicatOrs fOr internatiOnal segment

Operating inCOMe
Operating income increased by 17 % to $ 1,130 million for 2007 from $ 965 million for 2006. 
Operating income margin increased to 17.0 % for 2007 as compared to 16.0 % for 2006  
primarily due to increased revenue per treatment and a higher volume of products sold, par-
tially offset by higher personnel costs, by decreased utilization of and reduced reimbursement 
rates for epO, and the effects in 2006 of a $ 40 million gain from the acquisition-related  
divestitures as well as $ 31 million costs for the integration of the rCg acquisition and  
$ 3 million for in-process r&d. excluding the gain from the acquisition-related divestitures and 
the costs in connection with the integration of rCg, operating income margin would have 
been 15.9 % for 2006. Cost per treatment increased to $ 267 in 2007 from $ 266 in 2006. 

internatiOnal segMent

revenue
treatments increased by 16 % in 2007 over 2006 mainly due to same market growth (6 %), 
and acquisitions (11%), partially offset by sold or closed clinics (1%). as of december 31, 
2007, 52,432 patients (a 15 % increase over the prior year) were being treated at 636 clinics 
that we own, operate or manage in the international segment compared to 45,662 patients 
treated at 548 clinics at december 31, 2006. the average revenue per treatment increased 
to $ 152 from $ 133 due to increased reimbursement rates and changes in country mix ($ 8) 
and the strengthening of local currencies against the u.s. dollar ($ 11).

the increase in net revenues for the international segment for 2007 over 2006 resulted  
from increases in both dialysis care and dialysis product revenues. acquisitions contributed 
approximately 6 % and organic growth during the period was 9 % at constant exchange 
rates. exchange rate fluctuations contributed 9 %.

including the effects of acquisitions, european region revenue increased 20 % (9 % at  
constant exchange rates), latin america region revenue increased 22 % (14 % at constant  
exchange rates), and asia pacific region revenue increased 44 % (40 % at constant exchange 
rates).
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total dialysis care revenue for the international segment increased during 2007 by 33 % (23 % 
at constant exchange rates) to $ 1,211 million from $ 913 million for 2006. this increase is 
a result of same market treatment growth of 6 % and an 11 % increase in contributions from 
acquisitions. an increase in revenue per treatment contributed 6 % and exchange rate fluctu-
ations contributed approximately 10 %. 

total dialysis product revenue for 2007 increased by 18 % (10 % at constant exchange rates) 
to $ 1,846 million mostly due to increased dialyzer and peritoneal-dialysis product sales and 
increased hemodialysis machine sales. 

Operating inCOMe 
Operating income increased by 24 % to $ 544 million primarily as a result of an increase in 
treatment volume, acquisitions and in volume of products sold. Operating income margin re-
mained at approximately 17.8 % mainly due to disproportionately higher growth in the dialy-
sis care business which has lower than average margins offset by operational improvements.

liQuiditY and Capital resOurCes

liQuiditY

we require capital primarily to acquire and develop free standing renal dialysis centers, to 
purchase property for new renal dialysis centers and production sites, equipment for existing 
or new renal dialysis centers and production sites, to finance working capital needs and to 
repay debt. at december 31, 2007, we had cash and cash equivalents of $ 245 million, and 
our ratio of current assets to current liabilities was 1.3. Our working capital was $ 833 million 
which decreased from $ 1.036 billion at december 31, 2006. the decrease was mainly the re-
sult of the reclassification of $ 670 million of trust preferred securities, which were redeemed 
on February 1, 2008, to short-term. this was partially offset by using part of the proceeds 
of the issuance of our senior notes in July 2007 to pay down short-term debt related to our 
accounts receivable facility as described below. the proceeds were also used to voluntarily 
prepay indebtedness, which was applied primarily to the current portion of the term loans, 
under our 2006 senior Credit agreement. the Company redeemed $ 678 million of trust 
preferred securities on February 1, 2008 when they came due by utilizing funds available 
under its existing credit facilities.

Our primary sources of liquidity have historically been cash from operations, cash from short-
term borrowings as well as from long-term debt from third parties and from related parties 
and cash from issuance of equity and debt securities and trust preferred securities. Cash from 
operations is impacted by the profitability of our business and the development of our work-
ing capital, principally receivables. the profitability of our business depends significantly on 
reimbursement rates. approximately 74 % of our revenues are generated by providing dialysis 
treatment, a major portion of which is reimbursed by either public health care organizations

04.4
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 58
 110
 74

 59
 119
 76

in days, december 31,   2007 2006

north america
international
TOTAL

develOpment Of days sales Outstanding

or private insurers. For 2007, approximately 36 % of our consolidated revenues resulted from 
u.s. federal health care benefit programs, such as Medicare and Medicaid reimbursement. 
legislative changes could affect Medicare reimbursement rates for all the services we provide, 
as well as the scope of Medicare coverage. a decrease in reimbursement rates could have a 
material adverse effect on our business, financial condition and results of operations and thus 
on our capacity to generate cash flow. see “Overview” beginning on page 10 for a discussion 
of  recent Medicare reimbursement rate changes. Furthermore, cash from operations depends 
on the collection of accounts receivable. we could face difficulties in enforcing and collect-
ing accounts receivable under some countries’ legal systems. some customers and govern-
ments may have longer payment cycles. should this payment cycle lengthen, then this could 
have a material adverse effect on our capacity to generate cash flow. 

accounts receivable balances at december 31, 2007 and december 31, 2006, net of valuation 
allowances, represented approximately 74 and 76 days of net revenue, respectively. this  
favorable development is mainly a result of extension of an electronic billing program and 
more favorable payment terms in payor contracts in the u.s. and our management effort to 
improve collection of receivables. 

the development of days sales outstanding (“dsO”) by operating segment is shown in the 
table below.

2006 seniOr Credit agreeMent and seniOr nOtes
For information concerning the 2006 Credit agreement and the senior notes refer to note 10 
of the consolidated financial statements. 

Other 

we are also party to, through various direct and indirect subsidiaries, an amended and re-
stated subordinated loan note (the “note”) entered into on March 31, 2006, with Fresenius se 
(“Fse”) which amended the subordinated loan note dated May 18, 1999. under the note, 
we or our subsidiaries may request and receive one or more advances (each an “advance”) 
up to an aggregate amount of $ 400 million during the period ending March 31, 2011. the 
advances may be repaid and reborrowed during the period but Fse is under no obligation to 
make an advance. each advance is repayable in full one, two or three months after the date 
of the advance or any other date as agreed to by the parties to the advance or, if no maturi-
ty date is so agreed, the advance will have a one month term. all advances will bear interest 
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at a variable rate per annum equal to liBOr plus an applicable margin that is based upon 
the Consolidated leverage ratio, as defined in the 2006 Credit agreement. advances are 
subordinated to outstanding loans under the 2006 Credit agreement and all of our other 
 indebtedness. during 2007, we received advances ranging from € 2.2 million to € 30.9 million 
which carried interest at rates between 4.37 % and 5.105 % per annum. 

liquidity is also provided from short-term borrowings of up to $ 650 million ($ 85 million 
through december 31, 2007 ) generated by selling interests in our accounts receivable (“a / r 
Facility”), which is available to us through October 16, 2008. the a / r Facility is typically 
renewed annually and was most recently increased in October 2006 and renewed in October 
2007. renewal is subject to the availability of sufficient accounts receivable that meet certain 
criteria defined in the a / r Facility agreement with the third party funding corporation. a lack 
of availability of such accounts receivable could preclude us from utilizing the a / r Facility for 
our financial needs.

On July 2, 2007, FMC Finance iii s.a., a wholly-owned subsidiary of the Company, issued 
$ 500 million aggregate principal amount of 6 7 / 8 % senior notes due 2017 ( the “senior 
notes”) at a discount resulting in an effective interest rate of 7 1 / 8 %. the senior notes are 
guaranteed on a senior basis jointly and severally by the Company and by our subsidiaries 
Fresenius Medical Care holdings, inc. (“FMCh”) and Fresenius Medical Care deutschland 
gmbh (“d-gmbh”). we may redeem the senior notes at any time at 100 % of principal plus 
accrued interest and a premium calculated pursuant to the terms of the indenture. the hold-
ers have a right to request that we repurchase the senior notes at 101 % of principal plus 
accrued interest upon the occurrence of a change of control followed by a decline in the rat-
ing of the senior notes. the proceeds, net of discounts, bank fees and other offering related 
expenses totaling approximately $ 484 million, were used to reduce $ 150 million of term 
loan a indebtedness and $ 150 million of term loan B indebtedness under our 2006 senior 
Credit agreement ( see note 10 for the discussion of our 2006 senior Credit agreement). the  
remaining $ 184 million was applied to the outstanding balance under our short-term accounts 
receivable facility. the discount is being amortized over the life of the senior notes. 

additional long-term financing has been provided through our borrowings under various 
credit agreements with the european investment Bank (“eiB”) entered into in July 2005 and 
december 2006. the eiB is a not-for-profit long-term lending institution of the european 
union and lends funds at favorable rates for the purpose of capital investment and r&d pro   -
j ects, normally for up to half of the funds required for such projects. the multi-currency loan 
facilities have been granted in the amount of € 221 million. the Company will use the funds 
to refinance certain r&d projects, to make investments in expansion and optimization of  
existing production facilities in germany, and for financing and refinancing of certain clinic 
refurbishing and improvement projects. Currently all agreements with the eiB have variable 
interest rates that change quarterly with FMC-ag & Co. Kgaa having options to convert the 
variable rates into fixed rates. all advances under all agreements can be denominated in  
certain foreign currencies including u.s. dollars. all loans under these agreements are secured 
by bank guarantees and have customary covenants. under these agreements at december 31, 
2007, the Company had only u.s. dollar borrowings in the amount of $ 48.8 million with an 
interest rate of 4.92 %.
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FMC Finance iv luxembourg issued euro denominated notes (“euro notes”) ( Schuldschein-
darlehen ) in July 2005 that provide long-term financing for general corporate purposes. the 
notes total €  200 million with a € 126 million tranche at a fixed interest rate of 4.57 % and a 
€  74 million tranche with a floating rate at euriBOr plus applicable margin resulting in an  
interest rate of 6.56 % at december 31, 2007. the euro notes, guaranteed by the Company, 
mature on July 27, 2009.

we are also party to letters of credit which have been issued under our 2006 Credit agree-
ment and by banks utilized by our subsidiaries.

From time to time, we have also issued long-term securities (“trust preferred securities”) 
which require the payment of fixed annual distributions to the holders of the securities. the 
issuers of the trust preferred securities are statutory trusts organized in delaware and wholly 
owned by the Company. each trust’s sole asset is a senior subordinated promissory note  
issued by us or by a wholly-owned subsidiary. the Company, d-gmbh and FMCh have  
guaranteed payment and performance of the senior subordinated notes and the trust  
preferred securities are guaranteed by a series of undertakings by the Company and FMCh 
and d-gmbh. On February 1, 2008, the Company redeemed trust preferred securities in  
the amount of $ 678 million that came due that day. the remaining balance of $ 664 million 
is mandatorily redeemable in 2011. 

Our obligations under the 2006 Credit agreement are secured by pledges of capital stock of 
certain material subsidiaries, including FMCh and d-gmbh, in favor of the lenders. Our 2006 
senior Credit agreement, eiB agreements, euro notes, senior notes, and the indentures  
relating to our trust preferred securities include covenants that require us to maintain certain  
financial ratios or meet other financial tests. under our 2006 senior Credit agreement, we 
are obligated to maintain a minimum consolidated fixed charge ratio ( ratio of consolidated 
eBitdar ( sum of eBitda plus rent expense under operation leases ) to Consolidated Fixed 
Charges as these terms are defined in the 2006 senior Credit agreement ) and a maximum 
consolidated leverage ratio ( ratio of consolidated funded debt to consolidated eBitda as 
these terms are defined in the 2006 senior Credit agreement ). Other covenants in one or 
more of each of these agreements restrict or have the effect of restricting our ability to  
dispose of assets, incur debt, pay dividends and make other restricted payments, create  
liens or engage in sale-lease backs. 

the breach of any of the covenants could result in a default under the 2006 senior Credit 
agreement, the eiB agreements, the euro notes, the senior notes or the notes underlying  
our trust preferred securities, which could, in turn, create additional defaults under the 
agreements relating to our other long-term indebtedness. in default, the outstanding bal-
ance under the senior Credit agreement becomes due at the option of the lenders under 
that agreement. as of december 31, 2007, we are in compliance with all financial covenants 
under the 2006 senior Credit agreement and our other financing agreements.
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the settlement agreement with the asbestos creditors committees on behalf of the w.r. 
grace & Co. bankruptcy estate ( see note 18 “legal proceedings” in this report ) provides for 
payment by the Company of $ 115 million upon approval of the settlement agreement by the 
u.s. district Court, which has occurred, and confirmation of a w.r. grace & Co. bankruptcy 
reorganization plan that includes the settlement. the $ 115 million obligation was included in 
the special charge we recorded in 2001 to address 1996 merger-related legal matters. the 
payment obligation is not interest-bearing.

during the third quarter 2006, the german tax authorities substantially finalized their tax 
audit for tax years 1998–2001. we believe that we have resolved the outstanding issues at 
the audit level, subject to review and approval by the appropriate level within the taxing  
authority. except for the refund claims discussed below, the u.s. internal revenue service ( irs ) 
has completed its examination of FMCh’s tax returns for the calendar years 1997 through 
2001 and FMCh has executed a Consent to assessment of tax. as a result of the disallow-
ance by the irs of tax deductions taken by FMCh with respect to certain civil settlement pay-
ments made in connection with the 2000 resolution of the Office of the inspector general 
and u.s. attorney’s Office investigation and certain other deductions, we paid an irs tax and 
accrued interest assessment of approximately $ 99 million in the third quarter of 2006. we 
have filed claims for refunds contesting the irs’s disallowance of FMCh’s civil settlement  
payment deductions and are pursuing recovery through irs appeals and, if necessary, in the 
Federal courts of the tax and interest payment associated with such disallowance. in addition, 
the irs has issued its report on its completed tax audit for the years 2002 through 2004. the 
audit report includes disallowance of a material amount of deductions taken during the audit 
period for remuneration related to intercompany mandatorily redeemable preferred securities. 
the Company has filed a protest over the disallowed deductions and will avail itself of all 
remedies. an adverse determination with respect to any of the disputed disallowances could 
have a material adverse effect on our cash flows, tax expenses, net income and earnings per 
share. 

we are subject to ongoing tax audits in the u.s., germany and other jurisdictions. we have 
received notices of unfavorable adjustments and disallowances in connection with certain of 
the audits. we are contesting, including appealing, certain of these unfavorable determina-
tions. if our objections and any final audit appeals are unsuccessful, we could be required to 
make additional Federal and state tax payments, including payments to state tax authorities 
reflecting the adjustments made in our Federal tax returns. with respect to other potential 
adjustments and disallowances of tax matters currently under review or where tentative 
agreement has been reached, we do not anticipate that an unfavorable ruling would have  
a material impact on our results of operations. we are not currently able to determine the 
timing of these potential additional tax payments. if all potential additional tax payments and 
the grace Chapter 11 proceedings settlement payment were to occur contemporaneously, 
there could be a material adverse impact on our operating cash flow in the relevant reporting 
period. nonetheless, we anticipate that cash from operations and, if required, our available  
liquidity will be sufficient to satisfy all such obligations if and when they come due.
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dividends

Following our earnings-driven dividend policy, our general partner’s Management Board will 
propose to the shareholders at the annual general Meeting on May 20, 2008, a dividend 
with respect to 2007 and payable in 2008, of € 0.54 per ordinary share ( 2006: € 0.47 ) and 
€ 0.56 per preference share ( 2006: € 0.49 ). the total expected dividend payment is approxi-
mately € 160 million and we paid € 139 million ( $ 188 million ) in 2007 with respect to 2006. 

Our 2006 senior Credit agreement limits disbursements for dividends and other payments  
for the acquisition of our equity securities (and rights to acquire them, such as options or 
warrants) during 2008 to $ 260 million in total. 

analYsis OF Cash FlOw

OperatiOns
we generated cash from operating activities of $ 1,200 million in 2007 and $ 908 million in 
2006, an increase of approximately 32 % from the prior year. the increase in cash flows was 
primarily generated by increased earnings partially offset by a lower reduction of dsO in  
2007 as compared to 2006 ( 2007: 2 days versus 2006: 6 days ). payments of $ 64 million for 
taxes and $ 35 million for other costs, both related to the rCg acquisition, and a tax pay-
ment $ 99 million related to the Company’s 2000 and 2001 u.s. tax filings, had a negative  
impact on cash generated from operations in 2006. ( see “results of Operations” above and  
the discussion under “Other” above ). Cash flows were used mainly for investing ( capital  
expenditures and acquisitions ) and to pay down debt. 
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investing
net cash used in investing activities was $ 777 million in 2007 compared to $ 4,241 million 
( including the rCg acquisition ) in 2006. in 2007, we paid approximately $ 138 million cash 
( $ 62 million in the north america segment and $ 76 million in the international segment )  
for acquisitions consisting primarily of dialysis clinics. in addition, we paid approximately 
$ 120 million in conjunction with the acquisition of renal solutions inc. we also received  
$ 30 million in conjunction with divestitures. in 2006, we paid $ 159 million cash for acquisitions, 
exclusive of the rCg acquisition, ( $ 145 in the north american segment and $ 14 million for 
the international segment ) for the phoslo product business ( $ 73 million ) and other acquisi-
tions consisting primarily of dialysis clinics. in addition, in 2006 we paid $ 4,148 million for 
the acquisition of rCg, partially offset by the cash receipts of $ 516 million from acquisition 
related divestitures. 

Capital expenditures for property, plant and equipment net of disposals were $ 549 million in 
2007 and $ 450 million in 2006. in 2007, capital expenditures were $ 315 million in the north 
america segment, and $ 234 million for the international segment. in 2006, capital expendi-
tures were $ 302 million in the north america segment and $ 148 million for the international 
segment. the majority of our capital expenditures was used for equipping new clinics, main-
taining existing clinics, maintenance and expansion of production facilities, primarily in north 
america, germany and Japan, and capitalization of machines provided to our customers,  
primarily in the international segment. Capital expenditures were approximately 6 % of total 
revenue.

FinanCing
net cash used in financing was $ 341 million for 2007 compared to cash provided by financ-
ing of $ 3,382 million for 2006. in 2007, cash used was for payment of dividends during the 
period of $ 188 million ( $ 154 million in 2006 ) and for repayments of long-term debt, capital 
lease obligations and our a / r Facility partially offset by proceeds from the issuance of our 
senior notes of $ 484 million. in 2006, $ 4,148 million required for the rCg acquisition, less 
the $ 516 million proceeds from the divestiture of 105 clinics and the laboratory business, was 
provided by increased debt from the senior Credit agreement and $ 307 million generated  
by the conversion of preference to ordinary shares. Cash on hand was $ 245 million at  
december 31, 2007 compared to $ 159 million at december 31, 2006.
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1 subject to availability of sufficient accounts receivable meeting funding criteria.

 –
 –
 –
 –

 –
 875
 –
 875

 565
 –
 99
 664

 565
 875
 99
 1,539

accounts receivable facility1

unused senior Credit lines
Other unused lines of credit
TOTAL

available sOurces Of liquidity
$ in millions total   expiration per period of

 1 Year 2 – 5 Years over 5 Years

 –
 1,090

3
564

–
–
–

 1,657

 788
 3,744

8
1,021

108
1
–

 5,669

 725
 322

3
358
188

18
87

 1,700

 1,512
 5,156

14
1,943

296
19
87

 9,027

trust preferred securities1

long-term debt2

Capital lease obligations
Operating leases
unconditional purchase obligations
Other long-term obligations
letters of Credit
TOTAL

cOntractual cash ObligatiOns

1  interest payments are determined on these debt instruments until their respective maturity dates and based on their applicable balances and fixed interest 
rates for each period presented. we redeemed $ 670 million of trust preferred securities on February 1, 2008, primarily by utilizing funds available under 
our existing credit facilities.

2  interest payments are based upon the principal repayment schedules and fixed interest rates or estimated variable interest rates considering the applicable 
interest rates (e.g. libor, prime), the applicable margins, and the effects of related interest rate swaps.

$ in millions total   payments due by period of

 1 Year 2 – 5 Years over 5 Years

OBligatiOns

the following table summarizes, as of december 31, 2007, our obligations and commitments 
to make future payments under our long-term debt, trust preferred securities and other long-
term obligations, and our commitments and obligations under lines of credit and letters of 
credit.

the amount of guarantees and other commercial commitments other than unconditional 
purchase obligations at december 31, 2007 is not significant. 

BOrrOwings

short-term borrowings of $ 132 million and $ 65 million at december 31, 2007, and 2006,  
respectively, represent amounts borrowed by certain of our subsidiaries under lines of credit 
with commercial banks. the average interest rates on these borrowings at december 31, 
2007, and 2006 was 4.36 % and 3.69 %, respectively. 
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excluding amounts available under the 2006 senior Credit agreement ( as described under 
 “liquidity” above ), at december 31, 2007, we had $ 99 million available under such commer-
cial bank agreements. in some instances lines of credit are secured by assets of our subsidiary 
that is party to the agreement and may require our guarantee. in certain circumstances, the 
subsidiary may be required to meet certain covenants.

we had short-term borrowings under our a / r Facility at december 31, 2007, of $ 85 million 
and $ 266 million at december 2006. we pay interest to the bank investors, calculated based 
on the commercial paper rates for the particular tranches selected. the average interest rate 
at december 31, 2007 was 5.44 %. annual refinancing fees, which include legal costs and 
investment bank fees ( if any ), are amortized over the term of the facility. 

at december 31, 2007, we had a $ 2 million ( € 2 million ) advance with an interest rate of 
4.1% from Fresenius se. On december 31, 2006, we had received a short-term advance of 
$ 3 million ( € 2 million ) at 4.37 % interest under our agreement with Fresenius se. the 2006 
advance matured on and was repaid on January 31, 2007. 

we had a total of $ 3.17 billion outstanding from our 2006 senior Credit Facility at december 
31, 2007, with $ 0.04 billion under the revolving credit facility, $ 1.55 billion under term loan 
a and $ 1.58 billion under term loan B. we had a total of $ 3.56 billion outstanding from our 
2006 senior Credit Facility at december 31, 2006, with $ 0.06 billion under the revolving 
credit facility, $ 1.76 billion under term loan a and $ 1.74 billion under term loan B. we also 
have $ 87 million in letters of credit outstanding which is not included in the $ 3.17 billion 
outstanding at december 31, 2007.

we had $ 500 million aggregate principal amount of senior notes outstanding with an  
interest rate of 6 7 / 8 % due 2017 issued at a discount resulting in an effective interest rate of 
7 1 / 8 %.

under our eiB agreements, we had u.s. dollar borrowings under one of the term loan agree-
ments of $ 49 million with an interest rate of 4.92 % at december 31, 2007. there were no 
loans outstanding under the revolving credit agreement at december 31, 2007.

at december 31, 2007 we had long-term borrowings outstanding related to euro notes is-
sued in 2005 totaling $ 294 million ( € 200 million ) from a € 126 million tranche with a fixed  
interest rate of 4.57 % and a € 74 million tranche with variable interest rates at euriBOr plus 
applicable margin resulting in an interest rate of 6.56 % at december 31, 2007. 
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 1,626,825
 (888)
 (351,246)
 (413,489)
 10,904
 58,294
 (63,517)
 16,610
 10,908
 13,429
 907,830

$ in thousands  2007 2006

total eBitda
settlement of shareholder proceedings
interest expense (net of interest income)
income tax expense, net
Change in deferred taxes, net
Change in operating assets and liabilities
tax payments related to divestitures and acquisitions
Compensation expense
Cash inflow from hedging
Other items, net
neT cAsh prOvided by OperATing AcTiviTies

 1,943,451
 –
 (371,047)
 (465,652)

1,177
46,876

–
24,208

–
 20,561
 1,199,574

recOnciliatiOn Of measures fOr cOnsOlidated tOtals

deBt COvenant disClOsure – eBitda

eBitda ( earnings before interest, taxes, depreciation and amortization ) was approximately 
$ 1,944 million, 20.0 % of revenues for 2007, $ 1,627 million, 19.1 % of revenues for 2006, 
and $ 1,190 million, 17.6 % of revenues for 2005. eBitda is the basis for determining compli-
ance with certain covenants contained in our 2006 Credit agreement, senior notes, euro 
notes, eiB, and the indentures relating to our outstanding trust preferred securities. You 
should not consider eBitda to be an alternative to net earnings determined in accordance 
with u.s. gaap or to cash flow from operations, investing activities or financing activities. in 
addition, not all funds depicted by eBitda are available for management’s discretionary use. 
For example, a substantial portion of such funds are subject to contractual restrictions and 
functional requirements for debt service, to fund necessary capital expenditures and to meet 
other commitments from time to time as described in more detail elsewhere in this report. 
eBitda, as calculated, may not be comparable to similarly titled measures reported by other 
companies. a reconciliation of cash flow provided by operating activities to eBitda is calcu-
lated as follows: 

 
 

reCentlY issued aCCOunting standards

in december 2007, the Financial accounting standards Board (“FasB”) issued FasB state-
ment no. 160, Noncontrolling Interests in Consolidated Financial Statements – an amend-
ment of ARB No. 51 (“Fas 160”), which establishes a framework for reporting of noncontrol-
ling or minority interests, the portion of equity in a subsidiary not attributable, directly  
or indirectly, to a parent. Fas 160 is effective for financial statements issued for fiscal years 
beginning on or after december 15, 2008. earlier adoption is prohibited. the Company is 
currently evaluating the impact of this standard on its Consolidated Financial statements. 

04.5
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in december 2007, FasB issued FasB statement of Financial accounting standards no. 141 
( revised ), Business Combinations. this statement replaces FasB statement no. 141, Business 
Combinations and retains the fundamental requirements in statement 141 that the acquisi-
tion method of accounting ( which statement 141 called the purchase method ) be used for 
all business combinations and for an acquirer to be identified for each business combination. 
this statement defines the acquirer as the entity that obtains control of one or more busi-
nesses in the business combination and establishes the acquisition date as the date that the 
acquirer achieves control.

in general, the main points of this statement are that the assets acquired, liabilities assumed 
and non-controlling interests in the acquiree are stated at fair value as of the date of acquisi-
tion, that assets acquired and liabilities assumed arising from contractual contingencies are 
recognized as of the acquisition date, measured at their acquisition-date fair values and that 
contingent consideration is recognized at the acquisition date, measured at its fair value at 
that date.

this statement applies prospectively to business combinations for which the acquisition date 
is on or after the beginning of the first annual reporting period beginning on or after decem-
ber 15, 2008. an entity may not apply it before that date. the effective date of this state-
ment is the same as that of the related FasB statement no. 160, Noncontrolling Interests in 
Consolidated Financial Statements. the Company is currently evaluating the impact of this 
standard on its Consolidated Financial statements.

in February 2007, FasB issued FasB statement of Financial accounting standards no. 159, 
The Fair Value Option for Financial Assets and Financial Liabilities – Including an amendment 
of FASB Statement No. 115 (“Fas 159”), which permits all entities to choose to measure eligi-
ble items at fair value at specified election dates. a business entity shall report unrealized 
gains and losses on items for which the fair value option has been elected in earnings at each 
subsequent reporting date. 

the fair value option:
 – May be applied instrument by instrument, with a few exceptions, such as investments  

otherwise accounted for by the equity method; 
 – is irrevocable ( unless a new election date occurs ); and 
 – is applied only to entire instruments and not to portions of instruments.

this statement is effective as of the beginning of an entity’s first fiscal year that begins after 
november 15, 2007. early adoption is permitted as of the beginning of a fiscal year that begins 
on or before november 15, 2007, provided the entity also elects to apply the provisions of 
FasB statement no. 157, Fair value Measurements. the Company has decided not to adopt 
the provisions of this standard for its Consolidated Financial statements.

in september 2006, FasB issued FasB statement of Financial accounting standards no. 157, 
Fair Value Measurements (“Fas 157”), which establishes a framework for reporting fair value 
and expands disclosures about fair value measurements. Fas 157 is effective for financial 
statements issued for fiscal years beginning after november 15, 2007, and interim periods 
within those fiscal years. the Company adopted this standard as of January 1, 2008 and is 
still determining its impact on our Consolidated Financial statements. 
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Quantitative and Qualitative disClOsures 
aBOut MarKet risK
MarKet risK

Our businesses operate in highly competitive markets and are subject to changes in business, 
economic and competitive conditions. Our business is subject to:

 – changes in reimbursement rates; 
 – intense competition; 
 – foreign exchange rate fluctuations; 
 – varying degrees of acceptance of new product introductions; 
 – technological developments in our industry; 
 – uncertainties in litigation or investigative proceedings and regulatory  

developments in the health care sector; and
 – the availability of financing. 

Our business is also subject to other risks and uncertainties that we describe from time to 
time in our public filings. developments in any of these areas could cause our results to differ 
materially from the results that we or others have projected or may project.

reiMBurseMent rates
we obtained approximately 36 % of our worldwide revenue for 2007 from sources subject to 
regulations under u.s. government health care programs. in the past, u.s. budget deficit re-
duction and health care reform measures have changed the reimbursement rates under these 
programs, including the Medicare composite rate, the reimbursement rate for epO, and the 
reimbursement rates for other dialysis and non-dialysis related services and products, as well 
as other material aspects of these programs, and they may change in the future.

we also obtain a significant portion of our net revenues from reimbursement by non-govern-
ment payors. historically, these payors’ reimbursement rates generally have been higher 
than government program rates in their respective countries. however, non-governmental 
payors are imposing cost containment measures that are creating significant downward  
pressure on reimbursement levels that we receive for our services and products.

inFlatiOn
the effects of inflation during the periods covered by the consolidated financial statements 
have not been significant to our results of operations. however, most of our net revenues 
from dialysis care are subject to reimbursement rates regulated by governmental authorities, 
and a significant portion of other revenues, especially revenues from the u.s., is received 
from customers whose revenues are subject to these regulated reimbursement rates. non-
governmental payors are also exerting downward pressure on reimbursement rates. in-
creased operation costs that are subject to inflation, such as labor and supply costs, may not 
be recoverable through price increases in the absence of a compensating increase in reim-
bursement rates payable to us and our customers, and could materially adversely affect our 
business, financial condition and results of operations.

04.6
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ManageMent OF FOreign exChange and interest rate risKs
we are primarily exposed to market risk from changes in foreign exchange rates and changes 
in interest rates. in order to manage the risks from these foreign exchange rate and interest 
rate fluctuations, we enter into various hedging transactions with highly rated financial  
institutions as authorized by the Management Board of the general partner. we do not use 
financial instruments for trading or other speculative purposes.

we conduct our financial instrument activity under the control of a single centralized depart-
ment. we have established guidelines for risk assessment procedures and controls for the use 
of financial instruments. they include a clear segregation of duties with regard to execution 
on one side and administration, accounting and controlling on the other.

FOreign exChange risK. we conduct our business on a global basis in various currencies, 
although our operations are located principally in the united states and germany. For financial 
reporting purposes, we have chosen the u.s. dollar as our reporting currency. therefore, 
changes in the rate of exchange between the u.s. dollar and the local currencies in which 
the financial statements of our international operations are maintained, affect our results of 
operations and financial position as reported in our consolidated financial statements. we 
have consolidated the balance sheets of our non-u.s. dollar denominated operations into u.s. 
dollars at the exchange rates prevailing at the balance sheet date. revenues and expenses 
are translated at the average exchange rates for the period.

Our exposure to market risk for changes in foreign exchange rates relates to transactions 
such as sales and purchases. we have significant amounts of sales of products invoiced in 
euro from our european manufacturing facilities to our other international operations. this 
exposes our subsidiaries to fluctuations in the rate of exchange between the euro and the 
currency in which their local operations are conducted. For the purpose of hedging existing 
and foreseeable foreign exchange transaction exposures we enter into foreign exchange  
forward contracts and, on a small scale, foreign exchange options. Our policy, which has 
been consistently followed, is that financial derivatives be used only for purposes of hedging 
foreign currency exposures. we have not used such instruments for purposes other than 
hedging.

in connection with intercompany loans in foreign currency, we normally use foreign exchange 
swaps thus assuring that no foreign exchange risks arise from those loans.

the Company is exposed to potential losses in the event of non-performance by counter parties 
to financial instruments. we do not expect any counterparty to fail to meet its obligations  
as the counterparties are highly rated financial institutions. the current credit exposure of  
foreign exchange derivatives is represented by the fair value of those contracts with a positive 
fair value at the reporting date. the table below provides information about our foreign  
exchange forward contracts at december 31, 2007. the information is provided in u.s. dollar 
equivalent amounts. the table presents the notional amounts by year of maturity, the fair  
values of the contracts, which show the unrealized net gain ( loss ) on existing contracts as of 
december 31, 2007, and the credit risk inherent to those contracts with positive market values 
as of december 31, 2007. all contracts expire within 16 months after the reporting date.
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 1.2630
 1.3621
 1.1797
 1.3170

1.4721

 1.1312
 1.2439
 1.2442
 1.2558

1.3705

 1.0377
 1.1802
 1.1667
 1.1826 

1.2893

 1.2630
 1.3633
 1.3507
 1.3331

1.4874

  Year’s high Year’s low Year’s average Year’s close 
      

2003 $ per €
2004 $ per €
2005 $ per €
2006 $ per €
2007 $ per €

 9
–
9
–
1

19

 9
 (1)

7
–

 (1)
14

 259
19

340
35
55

708

 21
–

17
–
3

41

 238
19

323
35
52

667

purchase of eur against usd

sale of eur against usd

purchase of eur against others
sale of eur against others
Others
TOTAL

fOreign currency risK management
$ in millions, december 31,  nominal amount Fair value Credit risk

 2008 2009 total  

a summary of the high and low exchange rates for the euro to u.s. dollars and the average 
exchange rates for the last five years is set forth below.

FOreign exChange sensitivitY analYsis. in order to estimate and quantify the transaction 
risks from foreign currencies, the Company considers the cash flows reasonably expected for 
the three months following the reporting date as the relevant assessment basis for a sensitivity 
analysis. For this analysis, the Company assumes that all foreign exchange rates in which the 
Company had unhedged positions as of the reporting date would be negatively impacted by 
10 %. By multiplying the calculated unhedged risk positions with this factor, the maximum 
possible negative impact of the foreign exchange transaction risks on the Company’s results 
of operations would be $ 8 million. 

interest rate risK. we are exposed to changes in interest rates that affect our variable-rate 
based borrowings and the fair value of parts of our fixed rate borrowings. we enter into  
debt obligations and into accounts receivable financings to support our general corporate 
purposes including capital expenditures and working capital needs. Consequently, we enter 
into derivatives, particularly interest rate swaps, to (a) protect interest rate exposures arising 
from borrowings at floating rates by effectively swapping them into fixed rates and (b)  
hedge the fair value of parts of our fixed interest rate borrowing. 
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we enter into interest rate swap agreements that are designated as cash flow hedges effec-
tively converting the major part of variable interest rate payments due on our 2006 senior 
Credit agreement denominated in u.s. dollars into fixed interest rate payments. those swap 
agreements, all of which expire at various dates between 2008 and 2012, in the notional 
amount of $ 3.47 billion, including $ 650 million that will become effective March 31, 2008, 
effectively fix the Company’s variable interest rate exposure on the majority of its u.s. dollar-
denominated revolving loans at an average interest rate of 4.43 % plus an applicable margin. 
during the first quarter 2008, interest rate swap agreements with notional amounts of 
$ 515 million will expire. interest payable and interest receivable under the swap agreements 
are accrued and recorded as an adjustment to interest expense at each reporting date. at 
december 31, 2007, the negative fair value of these agreements is $ 35 million.

we also entered into interest rate swap agreements to hedge the risk of changes in the fair 
value of fixed interest rate borrowings effectively converting the fixed interest payments on 
Fresenius Medical Care Capital trust ii trust preferred securities denominated in u.s. dollars 
into variable interest rate payments. the interest rate swap agreements are reported at fair 
value in the balance sheet. the reported amount of the hedged portion of the fixed rate trust 
preferred securities includes an adjustment representing the change in fair value attributable 
to the interest rate risk being hedged. Changes in the fair value of interest rate swap con-
tracts and trust preferred securities offset each other in the income statement. at december 
31, 2007, the notional volume of these swaps was $ 450 million.
 
the following table presents principal amounts and related weighted average interest rates 
by year of maturity for interest rate swaps and for our significant debt obligations.

interest rate sensitivitY analYsis. For purposes of analyzing the impact of changes in the 
relevant reference interest rates on the Company’s results of operations, the Company calcu-
lates the portion of financial debt which bears variable interest and which has not been 
hedged by means of interest rate swaps or options against rising interest rates, plus the por-
tion of financial debt which bears fixed interest rates and which has been converted into 
floating rate debt by using interest rate swaps. For this particular part of its liabilities, the 
Company assumes an increase in the reference rates of 0.5 % compared to the actual rates 
as of reporting date. the corresponding additional annual interest expense is then compared 
to the Company’s net income. this analysis shows that an increase of 0.5 % in the relevant 
reference rates would have an effect of less than 1 % on the consolidated net income of the 
Company.
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(35)

(6)

$ in millions 2008 2009 2010 2011 2012 thereafter total Fair value 
        dec. 31, 07 

dOllar interest rate expOsure

flOating rate $ debt 

principal payments on 
senior Credit agreement
variable interest rate = 6.13%

accounts receivable  
securitization programs
variable interest rate = 5.44%

eiB loans 
variable interest rate = 4.92%

 
flOating rate € debt

euro notes 2005 / 2009 
variable interest rate = 6.563%

fixed rate $ debt 

Company obligated mandatorily
redeemable preferred securities of 
subsidiaries Fresenius Medical Care 
Capital trusts 
Fixed interest rate = 7.875 % / issued in 1998

Fixed interest rate = 7.875 % / issued in 2001

senior notes 2007 / 2017; 
Fixed interest rate = 6.875 % 

 
fixed rate € debt 

Company obligated mandatorily
redeemable preferred securities of 
subsidiaries Fresenius Medical Care 
Capital trusts 
Fixed interest rate = 7.375 % /  

issued in 1998 (denominated in deM)

Fixed interest rate = 7.375 % / 

issued in 2001 (denominated in eur)

euro notes 2005 / 2009 
Fixed interest rate = 4.57 %

  
interest rate derivatives 

$ payer swaps notional amount
average fixed pay rate = 4.43 %

receive rate = 3-month $liBOr

$ receiver swaps notional amount
average fixed receive rate = 3.50 %

pay rate = 6-month $ liBOr

all variable interest rates dipicted above are as of december 31, 2007
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COMpensatiOn OF ManageMent BOard  
and supervisOrY BOard
repOrt OF the ManageMent BOard OF Fresenius MediCal Care  
ManageMent ag, Our general partner 

the compensation report of Fresenius Medical Care ag & Co. Kgaa summarizes the principles 
applied for the determination of the compensation of the management board members of 
Fresenius Medical Care Management ag as general partner of Fresenius Medical Care ag & 
Co. Kgaa and explains the amounts and structure of the management board compensation. 

the compensation report is based on the recommendations of the german Corporate  
governance Code and also includes the disclosures in accordance with the Commercial  
Code extended by the act on the disclosure of Management Board Compensation. 

i. COMpensatiOn OF the ManageMent BOard
the basis for the compensation of the management board was, in its structure and respective 
amount, determined by the supervisory board of Fresenius Medical Care Management ag. 
the objective of the compensation system is to enable the members of the management 
board to participate in the development of the business relative to their duties and perfor-
mance and the successes in managing the economic and financial position of the Company 
taking into account its comparable environment. 

the compensation of the management board is, as a whole, performance oriented and  
consists of three elements in fiscal year 2007:

 – non-performance related compensation ( basic salary )
 – performance related compensation ( variable bonus )
 – components with long-term incentive effect ( share options,  

share-based compensation with cash settlement )

Furthermore, three members of the management board had pension commitments in the  
reporting period.

the design of the individual components is based on the following criteria: 

the non-performance-related compensation was paid in twelve monthly installments as basic 
salary in fiscal year 2007. in addition, the members of the management board received addi-
tional benefits consisting mainly of insurance premiums, the private use of company cars, 
special payments such as foreign supplements, rent supplements and refunds of charges and 
additional contributions to pension and health insurance.

the performance-related compensation will also be granted for fiscal year 2007 as a variable 
bonus. the amount of the bonus in each case depends on the achievement of individual and 
common targets. For the total performance-related compensation, the maximum achievable 
bonus is fixed. the targets are measured on revenue growth, consolidated net income and 
operating income ( eBit ) as well as the development of cash flow, are in part subject to a 
comparison with the previous year’s figures and can for another part be derived from the 
comparison of budgeted and actually achieved figures. Furthermore, targets are divided into 
group level targets and those to be achieved in individual regions. the regional targets also 
include in some cases special components for a three-year period, fiscal years 2006, 2007 
and 2008, that link a special bonus component to the achievement of extraordinary financial 
targets connected to special integration measures, e. g. in connection with the acquisition of 

04.7
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1,050
480
637
700
548
452
800

4,667

315
251
63
46

115
41
47

878

2,257
624

1,530
1,541
1,197

979
1,761
9,889

3,622
1,355
2,230
2,287
1,860
1,472
2,608

15,434

1,050
370
584
700
424
414
800

4,342

189
221
48
20

105
39
17

639

2,043
421

1,177
1,267

935
760

1,448
8,051

3,282
1,012
1,809
1,987
1,464
1,213
2,265

13,032

dr. Ben lipps
roberto Fusté
dr. emanuele gatti
rice powell
lawrence a. rosen
dr. rainer runte
Mats wahlstrom
TOTAL
1 up to February 9, 2006 payment by Fresenius Medical Care ag.
2 From February 9, 2006 payment by Fresenius Medical Care Management Care ag as general partner of Fresenius Medical Care ag & Co. Kgaa.
3 includes, insurance premiums, private use of company cars, contributions to pension and health insurance and other benefits.

$ in thousands   Cash compensation  
 non-performance related performance related (without long-term
 compensation compensation incentive components)  
    
 salary  Other3 Bonus 

 2007 20061, 2 2007 20061, 2 2007 20061, 2 2007 20061, 2

renal Care group in the u.s. the special components require an extraordinary increase in 
earnings. these special bonus components thereby consist in equal parts of cash payments 
and a share-based compensation based on the development of the stock exchange price of 
the Company’s ordinary shares. Once the annual targets are achieved, the cash is paid after  
the end of the respective fiscal year. the share-based compensation also to be granted yearly 
in these cases is subject to a three-year vesting period. the amount of cash payment of this 
share-based compensation corresponds to the share price of Fresenius Medical Care ag & Co 
Kgaa ordinary shares on exercise, and is, for that reason, attributed to the long-term  
incentive compensation components.

For fiscal years 2007 and 2006 the amount of the cash payment of the management board 
of Fresenius Medical Care Management ag consisted of the following:

in fiscal year 2007 stock options based on the stock Option plan 2006 were granted as com-
ponents with long-term incentive effect. the principles of the stock Option plan 2006 which 
was newly implemented in the previous fiscal year, are described in more detail in note 15 

“stock Options” under the heading “Fresenius Medical Care ag & Co. Kgaa stock Option 
plan 2006”. as of January 1, 2007, the Company had three further employee participation 
programs secured by conditional capital which entitled their participants to convertible bonds 
or stock options and under which however, no further options could be issued.
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99,600
49,800
49,800
49,800
49,800
49,800
49,800

398,400

1,318
659
659
659
659
659
659

5,272

1,243
–

366
841
649
535
961

4,595

2,561
659

1,025
1,500
1,308
1,194
1,620
9,867

99,600
49,800
49,800
49,800
49,800
49,800
49,800

398,400

1,237
619
619
619
619
619
619

4,951

993
–

360
568
401
392
648

3,362

2,230
619
979

1,187
1,020
1,011
1,267
8,313

  share-based compensation   
 stock options with cash settlement  total  
  
 number  value value value
   $ in thousands $ in thousands $ in thousands

 2007 2006 2007 2006 2007 2006 2007 2006

dr. Ben lipps
roberto Fusté
dr. emanuele gatti
rice powell
lawrence a. rosen
dr. rainer runte
Mats wahlstrom
TOTAL

cOmpOnents with lOng-term incentive effects

in connection with these successful employee participation programs of the past fiscal years, 
Fresenius Medical Care ag & Co. Kgaa implemented the above-mentioned stock Option 
plan 2006 in accordance with the approval resolution by the general meeting on May 9, 
2006. in the course of the share split of three-for-one resolved by the annual general Meet-
ing on May 15, 2007, the stock Option plan 2006 was also amended. a total of 2,395,962 
stock options were granted under the stock Option plan 2006 on July 30, 2007, of which 
398,400 were granted to the members of the management board. at december 3, 2007, the 
second possible grant date of fiscal year 2007, no stock options were issued to members of 
the management board. 

For fiscal years 2007 and 2006 the number and value of stock options issued and also the 
value of the share-based compensation is shown in the following table. the data contained 
therein take into account the share split resolved by the general meeting on May 15, 2007 
and implemented by the company with effect as of June 15, 2007. 

the stated values of the stock options granted to members of the management board in  
fiscal year 2007 correspond to their fair value at the time of grant, namely a value of $ 13.23 
( € 9.71) ( 2006: $ 13.03 / € 9.89 ) per stock option. the exercise price for the stock options 
granted is $ 46.22 ( € 33.91 ) ( 2006: $ 40.16 / € 30.49 ).

at the end of fiscal year 2007, the members of the management board held a total of 
1,922,628 stock options ( december 31, 2006: 1,644,591 stock options ). 

On the basis of the financial targets achieved in fiscal year 2007, additional rights for share-
based compensation with cash settlement amounting to $ 4,595,000 ( 2006: $ 3,362,000 ) 
were earned. the number of shares will be determined by the supervisory board on the basis 
of the current share price. 
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769
384
384
378
398
384
378

3,075

379
–

133
224
147
144
256

1,283

1,148
384
517
602
545
528
634

4,358

483
265
265
224
246
264
278

2,025

–
–
–
–
–
–
–
–

483
265
265
224
246
264
278

2,025

dr. Ben lipps
roberto Fusté
dr. emanuele gatti
rice powell
lawrence a. rosen
dr. rainer runte
Mats wahlstrom
TOTAL

$ in thousands  expense for long-term   
 expense for long-term incentive components by total expense for
 incentive components share-based compensation share-based  
 with equity instruments with cash settlement compensation  

 2007 2006 2007 2006 2007 2006

1  the prior year figures 2006 are adjusted to the presentation format for the year 2007, reflecting grant date fair value. in 2006 total compensation included 
the expense recognized in the fiscal year.

3,622
1,355
2,230
2,287
1,860
1,472
2,608

15,434

2,561
659

1,025
1,500
1,308
1,194
1,620
9,867

6,183
2,014
3,255
3,787
3,168
2,666
4,228

25,301

3,282
1,012
1,809
1,987
1,464
1,213
2,265

13,032

2,230
619
979

1,187
1,020
1,011
1,267
8,313

5,512
1,631
2,788
3,174
2,484
2,224
3,532

21,345

dr. Ben lipps
roberto Fusté
dr. emanuele gatti
rice powell
lawrence a. rosen
dr. rainer runte
Mats wahlstrom
TOTAL

$ in thousands Cash compensation  total compensation  
 (without long-term Components with (including long-term
 incentive components) long-term incentive effect incentive components)  
     
 value value value 

 2007 2006 2007 20061 2007 20061

the amount of the total compensation of the management board of Fresenius Medical Care 
Management ag for fiscal years 2007 and 2006 consisted of:

the components with long-term incentive effect can be exercised only after the expiry of the 
specified vesting period. their value is recognized over the vesting period as expense in the 
respective fiscal year. the expenses attributable to fiscal years 2007 and 2006 are stated in 
the following table.

the non-performance related compensation components and the basic structures of the 
performance-related compensation components are agreed in the service agreements with 
the individual management board members. the stock options are granted annually by the 
supervisory board to members of the management board.
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ii. COMMitMents tO MeMBers OF the ManageMent BOard FOr  
the event OF the terMinatiOn OF their appOintMent
there are individual contractual pension commitments for the management board members 
roberto Fusté, dr. emanuele gatti and lawrence a. rosen. with regard to these pension 
commitments, Fresenius Medical Care as of december 31, 2007 has pension obligations of 
$ 3,192,997 ( at december 31, 2006: $ 1,698,544 ). the additions t o pension obligations in  
fiscal year 2007 amounted to $ 1,530,166 ( 2006: $ 568,514 ). each of the pension commit-
ments provides a pension and survivor benefit, depending on the amount of the most recent 
basic salary, from the 65th year of life, or, in the case of termination because of professional 
or occupational incapacity, from the time of ending active work. the starting percentage of 
30 % increases with every year of service by 1.5 percentage points, 45 % being the attainable 
maximum. 30 % of the gross amount of any later income from an occupation of the  
management board member is set-off against the pension. 

with the chairman of the management board, dr. Ben lipps, there is an individual agreement, 
instead of a pension provision, to the effect that, taking account of a competitive restriction 
after the ending of the employment contract / service agreement between him and Fresenius 
Medical Care Management ag, he can, for a period of ten years, act in a consultative capac-
ity for the company. the consideration to be granted annually by Fresenius Medical Care 
Management ag in return would amount to approximately 46 % of the non-performance  
related compensation components paid to him in the fiscal year 2007.

the management board members dr. emanuele gatti, rice powell and Mats wahlstrom have 
been granted benefits ( severance, calculated on the basis of guaranteed simple annual in-
come, based on the relevant basic salary ) by individual agreements for the event that their 
employment with Fresenius Medical Care Management ag should end. One half of any addi-
tional compensation payments which the said management board members would be enti-
tled to in connection with existing post-contractual prohibitions of competitive activity would 
be set-off against these severance payments. the employment contracts of management 
board members contain no express provisions for the case of a change of control. 

iii. MisCellaneOus
in fiscal year 2007, no loans or advance payments of future compensation components were 
made to members of the management board of Fresenius Medical Care Management ag. 

as far as legally permitted, Fresenius Medical Care Management ag undertook to indemnify 
the members of the management board against claims against them arising out of their work 
for the company and its affiliates, if such claims exceed their responsibilities under german 
law. to secure such obligations, the company concluded a directors’ & Officers’ insurance 
with an appropriate excess. the indemnity applies for the time in which each member of the 
management board is in office and for claims in this connection after the ending of the 
membership of the management board in each case. 

Former members of the management board did not receive any compensation in fiscal 
year 2007.
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COMpensatiOn OF the supervisOrY BOard

the compensation of the supervisory Board of FMC-ag & Co. Kgaa is regulated in § 13 of its 
statute. 

Corresponding to this regulation the Company reimburses the supervisory Board members for 
expenses incurred from their duties as supervisory Board members, including value added tax. 

each member of the supervisory board shall receive a fixed fee of $ 80,000 per annum for 
each full fiscal year, payable in four equal instalments at the end of each calendar quarter. in 
the event that the general meeting, taking into consideration the annual results, resolves a 
higher remuneration by a three fourths majority of the votes cast, such higher remuneration 
shall be payable.

the chairman of the supervisory board shall receive additional remuneration in the amount of 
$ 80,000 and his deputy additional remuneration in the amount of $ 40,000. as a member of 
a committee, a supervisory board member shall receive, in addition, $ 30,000 per year, or as 
chairman of a committee, $ 50,000 per year, payable in each case in four equal installments 
at the end of each calendar quarter.

to the extent that a member of the supervisory board is at the same time member of the su-
pervisory board of the general partner Fresenius Mediacal Care Management ag and receives 
remuneration for his services as member of the supervisory board of the Management ag, 
the remuneration will be reduced to half of it. the same shall apply in relation to additional 
remuneration of the Chairman and his deputy if such person is, at the same time, the chairman 
or his deputy, respectively, of the supervisory board of the Management ag. if the deputy of 
the chairman of the supervisory board of the Company is at the same time chairman of the 
supervisory board of the Management ag he shall not receive additional remuneration for 
his services as deputy of the chairman of the Company.

in 2007 the aggregate compensation fees to all members of the supervisory Board of  
FMC-ag & Co. Kgaa was $ 598,584 and the aggregate compensation fees to all members  
of the audit Committee was $ 167,498.

as regulated in § 7 of the Company’s statute the aggregate compensation fees to the  
members of the supervisory Board of the general partner Management ag of $ 478,754 
were charged to FMC-ag & Co. Kgaa. 



 [05.1– 8 ] COnsOlidated
FinanCial stateMents  

transport Mechanism i diFFusiOn

when substances are found in different concentrations in two fluids – in this 
case blood and dialysate – the molecules usually equalize the difference in  
concentration by passing through the semi-permeable membrane from blood 
into the dialysate.    
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1i

21

1j

1k, 16

$ in thousands, except share data note 2007 2006

net revenue
dialysis care
dialysis products

cOsts Of revenue
dialysis care
dialysis products

gross profit

Operating expenses
selling, general and administrative
gain on sale of dialysis clinics
research and development
OperATing incOme

Other (incOme) expense
interest income
interest expense
income before income taxes and minority interest
income tax expense
Minority interest
neT incOme

bAsic incOme per OrdinAry shAre

FuLLy diLuTed incOme per OrdinAry shAre

 7,213,000
 2,507,314
 9,720,314

 5,130,287
 1,234,232
 6,364,519

 3,355,795

 1,709,150
 –
 66,523
 1,580,122

 (28,588)
 399,635
 1,209,075
 465,652
 26,293
 717,130

 2.43 

 2.42 

 6,377,390
 2,121,648
 8,499,038
 

 4,538,234
 1,083,248
 5,621,482

 2,877,556

 1,548,369
 (40,233)
 51,293
 1,318,127

 (20,432)
 371,678
 966,881
 413,489
 16,646
 536,746

 1.82 

 1.81 

cOnsOlidated statements Of incOme

see accompanying notes to consolidated financial statements.

COnsOlidated stateMents OF inCOMe05.1
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1b
 

5

1k, 16

1e, 6
1f, 7
1f, 7

1k, 16

$ in thousands, except share data at december 31 note 2007 2006

 

assets
current assets
Cash and cash equivalents

trade accounts receivable, less allowance for doubtful  
accounts of $ 247,800 in 2007 and $ 207,293 in 2006 

accounts receivable from related parties
inventories
prepaid expenses and other current assets
deferred taxes
TOTAL currenT AsseTs

property, plant and equipment, net
intangible assets
goodwill
deferred taxes
Other assets
TOTAL AsseTs

 

 244,690
 

 2,026,865
 99,626
 636,234
 495,630
 356,427
 3,859,472

 2,053,793
 689,956
 7,245,589
 83,615
 237,840
 14,170,265

 

 159,010
 

 1,848,695
 143,349
 523,929
 443,854
 293,079
 3,411,916

 1,722,392
 661,365
 6,892,161
 62,722
 294,125
 13,044,681

cOnsOlidated balance sheets

see accompanying notes to consolidated financial statements.

COnsOlidated BalanCe sheets05.2
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 316,188
 236,619
 1,194,939
 331,231
  4,575

160,135
 
 
–

 116,059
 15,959
 2,375,705
 

 3,829,341
 149,684
 112,316

–
 378,487
  

 
1,253,828

 75,158
 8,174,519
 
 

 
 4,098

 
 359,527
 3,153,556
 1,358,397
 (5,416)
 4,870,162

 13,044,681

liabilities and sharehOlders’ equity
current liabilities
accounts payable
accounts payable to related parties
accrued expenses and other current liabilities
short-term borrowings
short-term borrowings from related parties
Current portion of long-term debt and capital lease obligations

Company-obligated mandatorily redeemable preferred securities 
of subsidiary Fresenius Medical Care Capital trusts holding solely 
Company-guaranteed debentures of subsidiaries – current portion

income tax payable
deferred taxes
TOTAL currenT LiAbiLiTies

long-term debt and capital lease obligations, less current portion
Other liabilities
pension liabilities
income tax payable 
deferred taxes

Company-obligated mandatorily redeemable preferred securities 
of subsidiary Fresenius Medical Care Capital trusts holding solely 
Company-guaranteed debentures of subsidiaries

Minority interest
TOTAL LiAbiLiTies

sharehOlders’ equity

preference shares, no par value, € 1.00 nominal value, 12,356,880 
shares authorized, 3,778,087 issued and outstanding 

Ordinary shares, no par value, € 1.00 nominal value, 373,436,220 
shares authorized, 292,786,583 issued and outstanding

additional paid-in capital
retained earnings
accumulated other comprehensive income (loss)
TOTAL shArehOLders’ equiTy

TOTAL LiAbiLiTies And shArehOLders’ equiTy

 

8
9
9

10
 
 

12
1k, 16
1k, 16

10

11
1k, 16
1k, 16
 

 
12

 

 

20
13

$ in thousands, except share data at december 31 note 2007 2006

  

 329,919
 201,049
 1,352,013
 217,497
  2,287

84,816
 
 

669,787
 146,536
 22,589
 3,026,493
 

 4,004,013
193,604

 111,352
111,280

 378,497
  

 
663,995

 105,814
 8,595,048
 
 

 
 4,191

 
 361,384
 3,221,644
 1,887,120
 100,878
 5,575,217

 14,170,265

cOnsOlidated balance sheets

see accompanying notes to consolidated financial statements.
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 536,746
 

 (888)
 308,698
 24,333
 10,904
 5,742
 16,610
 10,908

 

 (31,276)
 (42,553)
 (21,629)
 (4,875)

 182,877
 (24,250)
 (63,517)
 907,830

Operating activities
net income

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

settlement of shareholder proceedings
depreciation and amortization
Change in minority interest 
Change in deferred taxes, net
loss on sale of fixed assets and investments
Compensation expense related to stock options
Cash inflow from hedging

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

trade accounts receivable, net
inventories
prepaid expenses, other current and non-current assets
accounts receivable from / payable to related parties

accounts payable, accrued expenses and other current and  
non-current liabilities

income tax payable
tax payments related to divestitures and acquisitions
neT cAsh prOvided by OperATing AcTiviTies

 

21

1t, 15

 

5

 

1k, 16

$ in thousands note 2007 2006

 

  717,130 
 

 –
  363,330 
  43,237 
  1,177 
  3,616 
  24,208 
 –

 

 (62,735)
 (72,825)
  (11,680)
 (22,265)

  113,960 
  102,421 
 –
  1,199,574 

cOnsOlidated statements Of cash flOws

see accompanying notes to consolidated financial statements.

COnsOlidated stateMents OF Cash FlOws05.3
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 (467,193)
 17,658
 (4,307,282)
 515,705
 (4,241,112)
 

 56,562
 (55,789)
 269,920
 (285,430)

 
4,007,450

 (973,885)
 172,000
 53,952
 306,759

–
 (153,720)
 (15,130)
 3,382,689

  

24,526
 

 73,933
 85,077
 159,010

1e, 6, 21
1e, 6, 21

21, 22

 

9
9
9
9
 

10

15

13

 

 

 (579,641)
  31,070 
 (257,877)
  29,495 
 (776,953)
 

  96,995 
 (107,793)
  43,554 
 (46,071)

 
 516,762 

 (486,513)
 (181,000)
  46,934 
 –
 (7,660)
 (188,407)
 (27,469)
 (340,668)

  

 3,727 
 

 85,680 
 159,010 
 244,690 

investing activities
purchases of property, plant and equipment
proceeds from sale of property, plant and equipment 
acquisitions and investments, net of cash acquired
proceeds from divestitures 
neT cAsh used in invesTing AcTiviTies

 

financing activities
proceeds from short-term borrowings
repayments of short-term borrowings
proceeds from short-term borrowings from related parties
repayments of short-term borrowings from related parties

proceeds from long-term debt and capital lease obligations  
(net of debt issuance costs of $ 16,703 in 2007 and $ 85,828 in 2006) 

repayments of long-term debt and capital lease obligations
(decrease) increase of accounts receivable securitization program 
proceeds from exercise of stock options
proceeds from conversion of preference shares into ordinary shares
repurchase of preferred stock  
dividends paid
distributions to minority interest   
neT cAsh (used in) prOvided by FinAncing AcTiviTies

eFFecT OF exchAnge rATe chAnges On cAsh And  
cAsh equivALenTs

 

cash and cash equivalents
net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
cAsh And cAsh equivALenTs AT end OF periOd

$ in thousands note 2007 2006

cOnsOlidated statements Of cash flOws

see accompanying notes to consolidated financial statements.
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15

 
2
 

15
13

 

 
20
20

 
11, 20

 
15

 
15
13

 

 
20
20

 
11, 20

  270,501 
 

1,989
 

87,037
 

 
 
 
 
 
  

  

 
 

 
 
 
 359,527

 
 1,857

 
 
 
 
 

 
 

 
 

 

 
  361,384 

 210,000,000

 
1,561,407

 
79,888,266

 

 
 
 
 
  

  

 
 

 
 
 
291,449,673 

 
  1,336,910 

 
 
 
 
 

 

  

 

 
  292,786,583 

  90,740 
 

  395 
  

(87,037)
 

 
 
 
 
  

  

 
  

 
 
  4,098 

 
 93

 
 
 
 
 

 

 

 

 
  4,191 

  83,286,537 
 

  313,164 
  
(79,888,266)

 

 
 
 
 
  

  

 
 

 
 

 3,711,435 

 
  66,652 

 

 
 
 

 

  

 

 
  3,778,087 

bALAnce AT december 31, 2005

proceeds from exercise of options and  
related tax effects

proceeds from conversion of preference  
shares into ordinary shares  

Compensation expense related to stock  
options

dividends paid
settlement of shareholder proceedings
Comprehensive income (loss)
net income

Other comprehensive income (loss)  
related to:

 Cash flow hedges, net of related  
 tax effects

 Foreign currency translation

  adjustments relating to pension obligations,   
net of related tax effects

Comprehensive income
effect of adoption of sFas 158  
bALAnce AT december 31, 2006

proceeds from exercise of options and  
related tax effects

Compensation expense related 
to stock options

dividends paid
Comprehensive income (loss)
net income

Other comprehensive income (loss)  
related to:

 Cash flow hedges, net of related  
 tax effects

 Foreign currency translation

 adjustments relating to pension obligations,  
  net of related tax effects

Comprehensive income
bALAnce AT december 31, 2007

 see accompanying notes to consolidated financial statements.

cOnsOlidated statements Of sharehOlders’ equity
$ in thousands note preference shares Ordinary shares

  number of no par value number of  no par value 
  shares  shares  

COnsOlidated stateMents 
OF sharehOlders’ eQuitY

05.4



Fresenius Medical Care 2007

4905.4 cOnsOlidated statements Of sharehOlders’ equity

 (55,558)

 
 
  

 

 
 
 

  

 
 

 
 15,952 

 
(11,306)

 (50,912)

 

 

 

 

 
 23,299 

 (27,613)
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(888)
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 15,952 
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(11,306)
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 (188,407)
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 (54,053)
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 23,299 
  823,424 
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 24,208 

 

 

 

3,221,644
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11, 20

bALAnce AT december 31, 2005

proceeds from exercise of options and  
related tax effects

proceeds from conversion of preference 
shares into ordinary shares  

Compensation expense related to stock 
options

dividends paid
settlement of shareholder proceedings
Comprehensive income (loss)
net income

Other comprehensive income (loss)  
related to:

 Cash flow hedges, net of related  
 tax effects

 Foreign currency translation

  adjustments relating to pension  
obligations, net of related tax effects

Comprehensive income
effect of adoption of sFas 158 
bALAnce AT december 31, 2006

proceeds from exercise of options and  
related tax effects

Compensation expense related  
to stock options

dividends paid
Comprehensive income (loss)
net income

Other comprehensive income (loss)  
related to:

 Cash flow hedges, net of related  
 tax effects

 Foreign currency translation

 adjustments relating to pension  
  obligations, net of related tax effects

Comprehensive income
bALAnce AT december 31, 2007
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 (54,053)

 

 (16,866)

see accompanying notes to consolidated financial statements.

cOnsOlidated statements Of sharehOlders’ equity
$ in thousands note additional retained accumulated other comprehensive income (loss) total
  paid in earnings
  capital  Foreign Cash flow pensions
    currency hedges 
    translation
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nOtes tO COnsOlidated FinanCial stateMents
in thousands, except share data

the COMpanY, Basis OF presentatiOn and  
suMMarY OF signiFiCant aCCOunting pOliCies

the COMpanY
Fresenius Medical Care ag & Co. Kgaa (“FMC-ag & Co. Kgaa” or the “Company”), a german 
partnership limited by shares ( Kommanditgesellschaft auf Aktien ), is the world’s largest kidney 
dialysis company, operating in both the field of dialysis services and the field of dialysis pro d-
ucts for the treatment of end-stage renal disease (“esrd”). the Company’s dialysis business 
is vertically integrated, providing dialysis treatment at dialysis clinics it owns or operates and 
supplying these clinics with a broad range of products. in addition, the Company sells dialysis 
products to other dialysis service providers. in the united states, the Company also performs 
clinical laboratory testing and provides inpatient dialysis services and other services under 
contract to hospitals. 

Basis OF presentatiOn
the accompanying consolidated financial statements have been prepared in accordance with 
accounting principles generally accepted in the united states of america (“u.s. gaap”). 

all share and per share amounts have been adjusted to reflect the three-for-one stock split 
for both ordinary and preference shares which became effective upon registration in the 
commercial register on June 15, 2007.

suMMarY OF signiFiCant aCCOunting pOliCies
a) prinCiples OF COnsOlidatiOn. the consolidated financial statements include all  
companies in which the Company has legal or effective control. in addition, the Company 
consolidates variable interest entities (“vies”) for which it is deemed the primary beneficiary. 
the equity method of accounting is used for investments in associated companies ( 20 % to 
50 % owned ). Minority interest represents the proportionate equity interests of owners in  
the Company’s consolidated entities that are not wholly owned. all significant intercompany 
transactions and balances have been eliminated.

the Company enters into various arrangements with certain dialysis clinics to provide  
management services, financing and product supply. Clinics that are vies in which the  
Company has been determined to be the primary beneficiary generated approximately 
$ 96,385 and $ 76,616 in revenue in 2007 and 2006 respectively. 

B) Cash and Cash eQuivalents. Cash and cash equivalents comprise cash funds and  
all short-term, liquid investments with original maturities of up to three months.

C) allOwanCe FOr dOuBtFul aCCOunts. estimates for the allowances for accounts  
receivable from the dialysis care business are based mainly on past collection history. specifi-
cally, the allowances for the north american services division are based on an analysis of  
collection experience, recognizing the differences between payors and aging of accounts  
receivable. From time to time, accounts receivable are reviewed for changes from the historic 
collection experience to ensure the appropriateness of the allowances. the allowances in  
the international segment and the products business are based on estimates and consider 
various factors, including aging, debtor and past collection history. 

05.5
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d) inventOries. inventories are stated at the lower of cost ( determined by using the average 
or first-in, first-out method ) or market value ( see note 5 ). Costs included in inventories are 
based on invoiced costs and / or production costs as applicable. included in production costs 
are material, direct labor and production overhead, including depreciation charges.

e) prOpertY, plant and eQuipMent. property, plant and equipment are stated at cost less 
accumulated depreciation ( see note 6 ). significant improvements are capitalized; repairs and 
maintenance costs that do not extend the useful lives of the assets are charged to expense  
as incurred. property and equipment under capital leases are stated at the present value of  
future minimum lease payments at the inception of the lease, less accumulated depreciation. 
depreciation on property, plant and equipment is calculated using the straight-line method 
over the estimated useful lives of the assets ranging from 5 to 50 years for buildings and  
improvements with a weighted average life of 11 years and 3 to 15 years for machinery and 
equipment with a weighted average life of 10 years. equipment held under capital leases  
and leasehold improvements are amortized using the straight-line method over the shorter  
of the lease term or the estimated useful life of the asset. the Company capitalizes interest 
on borrowed funds during construction periods. interest capitalized during 2007 and 2006 
was $ 5,323 and $ 5,651 respectively.

F) intangiBle assets and gOOdwill. intangible assets such as non-compete agree - 
ments, technology, distribution rights, patents, licenses to treat, trade names, management 
contracts, software, acute care agreements, lease agreements, and licenses acquired in a  
purchase method business combination are recognized and reported apart from goodwill  
( see note 7 ).

goodwill and identifiable intangibles with indefinite useful lives are not amortized but tested 
for impairment annually or when an event becomes known that could trigger an impairment. 
the Company identified trade names and certain qualified management contracts as intangi-
ble assets with indefinite useful lives. intangible assets with finite useful lives are amortized 
over their respective useful lives to their residual values. the Company amortizes non-com-
pete agreements over their average useful life of 8 years. technology is amortized over its 
useful life of 15 years. all other intangible assets are amortized over their weighted average 
useful lives of 7 years. the average useful life of all amortizable intangible assets is 7 years. 
intangible assets with finite useful lives are evaluated for impairment when events have  
occurred that may give rise to an impairment.

to perform the annual impairment test of goodwill, the Company identified its reporting 
units and determined their carrying value by assigning the assets and liabilities, including the 
existing goodwill and intangible assets, to those reporting units. in a first step, the Company 
compares the fair value of each reporting unit to the reporting unit’s carrying amount. Fair 
value is determined using a discounted cash flow approach based upon the cash flow ex-
pected to be generated by the reporting unit. 

in the case that the fair value of the reporting unit is less than its book value, a second step  
is performed which compares the fair value of the reporting unit’s goodwill to the carrying 
value of its goodwill. if the fair value of the goodwill is less than the book value, the differ-
ence is recorded as an impairment.
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to evaluate the recoverability of intangible assets with indefinite useful lives, the Company 
compares the fair values of intangible assets with their carrying values. an intangible asset’s 
fair value is determined using a discounted cash flow approach or other methods, if appro-
priate.

g) derivative FinanCial instruMents. derivative financial instruments which primarily 
include foreign currency forward contracts and interest rate swaps are recognized as assets or 
liabilities at fair value in the balance sheet ( see note 19 ). Changes in the fair value of derivative 
financial instruments classified as fair value hedges and in the corresponding underlyings are 
recognized periodically in earnings. the effective portion of changes in fair value of cash flow 
hedges is recognized in accumulated other comprehensive income ( loss ) in shareholders’  
equity. the non-effective portion of cash flow hedges is recognized in earnings immediately.

h ) FOreign CurrenCY translatiOn. For purposes of these consolidated financial state-
ments, the u.s. dollar is the reporting currency. substantially all assets and liabilities of the 
parent company and all non-u.s. subsidiaries are translated at year-end exchange rates,  
while revenues and expenses are translated at average exchange rates. adjustments for  
foreign currency translation fluctuations are excluded from net earnings and are reported in 
accumulated other comprehensive income ( loss ). in addition, the translation adjustments  
of certain intercompany borrowings, which are considered foreign equity investments, are  
reported in accumulated other comprehensive income ( loss ).

i ) revenue reCOgnitiOn pOliCY. dialysis care revenues are recognized on the date servic-
es and related products are provided and the payor is obligated to pay at amounts estimated 
to be received under reimbursement arrangements with third party payors. Medicare and 
Medicaid in north america and programs involving other government payors in the interna-
tional segment are billed at pre-determined rates per treatment that are established by stat-
ute or regulation. Most non-governmental payors are billed at the Company’s standard rates 
for services net of contractual allowances to reflect the estimated amounts to be received 
under reimbursement arrangements with these payors.

dialysis product revenues are recognized when title to the product passes to the customers 
either at the time of shipment, upon receipt by the customer or upon any other terms that 
clearly define passage of title. as product returns are not typical, no return allowances are  
established. in the event a return is required, the appropriate reductions to sales, accounts  
receivables and cost of sales are made. sales are stated net of discounts and rebates.

a minor portion of international segment product revenues is generated from arrangements 
which give the customer, typically a health care provider, the right to use dialysis machines.  
in the same contract the customer agrees to purchase the related treatment disposables at a 
price marked up from the standard price list. FMC-ag & Co. Kgaa does not recognize revenue 
upon delivery of the dialysis machine but recognizes revenue, including the mark-up, on the 
sale of disposables.

any tax assessed by a governmental authority that is incurred as a result of a revenue  
transaction is reported on a net basis, i.e., excluded from revenues.
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J ) researCh and develOpMent expenses. research and development expenses are  
expensed as incurred. 

K ) inCOMe taxes. the Company adopted FasB interpretation no. 48 (“Fin 48”), Account-
ing for Uncertainty in Income Taxes – an interpretation of FASB Statement No. 109 Account-
ing for Income Taxes (“Fas 109”) as of January 1, 2007. deferred tax assets and liabilities are 
recognized for the future consequences attributable to temporary differences between the  
financial statement carrying amounts of existing assets and liabilities and their respective tax 
basis as well as on consolidation procedures affecting net income and tax loss carryforwards 
which are more likely than not to be utilized. deferred tax assets and liabilities are measured 
using enacted tax rates expected to apply to taxable income in the years in which those tem-
porary differences are expected to be recovered or settled. a valuation allowance is recorded 
to reduce the carrying amount of the deferred tax assets unless it is more likely than not that 
such assets will be realized ( see note 16 ).

it is the Company’s policy to recognize interest and penalties related to its tax positions as  
income tax expense.

l ) iMpairMent. the Company reviews the carrying value of its long-lived assets or asset 
groups with definite useful lives to be held and used for impairment whenever events or 
changes in circumstances indicate that the carrying value of these assets may not be recover-
able. recoverability of these assets is measured by a comparison of the carrying value of an 
asset to the future net cash flows directly associated with the asset. if assets are considered 
to be impaired, the impairment recognized is the amount by which the carrying value  
exceeds the fair value of the asset. the Company uses a discounted cash flow approach or 
other methods, if appropriate, to assess fair value.

long-lived assets to be disposed of by sale are reported at the lower of carrying value or fair 
value less cost to sell and depreciation is ceased. long-lived assets to be disposed of other 
than by sale are considered to be held and used until disposal.

M) deBt issuanCe COsts. Costs related to the issuance of debt are amortized over the 
term of the related obligation (see note 10 ).

n) selF-insuranCe prOgraMs. under the insurance programs for professional, product 
and general liability, auto liability and worker’s compensation claims, the Company’s largest 
subsidiary is partially self-insured for professional liability claims. For all other coverages, the 
Company assumes responsibility for incurred claims up to predetermined amounts above 
which third party insurance applies. reported liabilities for the year represent estimated future 
payments of the anticipated expense for claims incurred ( both reported and incurred but not 
reported ) based on historical experience and existing claim activity. this experience includes 
both the rate of claims incidence (number ) and claim severity ( cost ) and is combined with  
individual claim expectations to estimate the reported amounts.
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O) use OF estiMates. the preparation of consolidated financial statements in conformity 
with u.s. gaap requires management to make estimates and assumptions that affect the  
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities  
at the date of the consolidated financial statements and the reported amounts of revenues 
and expenses during the reporting period. actual results could differ from those estimates.

p ) COnCentratiOn OF risK. the Company is engaged in the manufacture and sale of 
products for all forms of kidney dialysis, principally to health care providers throughout the 
world, and in providing kidney dialysis treatment, clinical laboratory testing, and other medical 
ancillary services. the Company performs ongoing evaluations of its customers’ financial  
condition and, generally, requires no collateral.

approximately 36 % and 38 % of the Company’s worldwide revenues were earned and  
subject to regulations under governmental health care programs, Medicare and Medicaid, 
administered by the united states government in 2007 and 2006 respectively.

see note 5 for concentration of supplier risks.

Q) legal COntingenCies. From time to time, during the ordinary course of the Company’s 
operations, the Company is party to litigation and arbitration and is subject to investigations 
relating to various aspects of its business ( see note 18 ). the Company regularly analyzes current 
information about such claims for probable losses and provides accruals for such matters,  
including the estimated legal expenses and consulting services in connection with these mat-
ters, as appropriate. the Company utilizes its internal legal department as well as external  
resources for these assessments. in making the decision regarding the need for loss accrual, 
the Company considers the degree of probability of an unfavorable outcome and its ability  
to make a reasonable estimate of the amount of loss.

the filing of a suit or formal assertion of a claim or assessment, or the disclosure of any such 
suit or assertion, does not necessarily indicate that accrual of a loss is appropriate.

r) earnings per OrdinarY share and preFerenCe share. Basic earnings per ordinary 
share and basic earnings per preference share for all years presented have been calculated 
using the two-class method required under u.s. gaap based upon the weighted average 
number of ordinary and preference shares outstanding. Basic earnings per share is computed 
by dividing net income less preference amounts by the weighted average number of ordinary 
shares and preference shares outstanding during the year. Basic earnings per preference 
share is derived by adding the preference per preference share to the basic earnings per 
share. diluted earnings per share include the effect of all potentially dilutive instruments on 
ordinary shares and preference shares that would have been outstanding during the year.

the awards granted under the Company’s stock incentive plans ( see note 15 ), are potentially  
dilutive equity instruments.

s ) eMplOYee BeneFit plans. as of december 31, 2006, the Company adopted the recog-
nition provisions of FasB statement no. 158, Employer’s Accounting for Defined Benefit  
Pension and Other Postretirement Plans – an amendment of FASB Statements No. 87, 88, 106, 
and 132 (R) (“Fas 158”). the Company recognized the underfunded status of its defined 
benefit plans, measured as the difference between plan assets at fair value and the benefit 
obligation, as a liability. Changes in the funded status of a plan, net of tax, resulting from  
actuarial gains or losses and prior service costs or credits that are not recognized as compo-
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$ in thousands Before adoption adjustments  after adoption 
 of statement 158  of statement 158 
   

deferred tax assets
accrued expenses and other current liabilities
pension liabilities
accumulated other comprehensive loss

 26,058
 –
 95,568
 (39,606)

 33,192
 1,692
 112,316
 (50,912)

 7,134
 1,692
 16,748
 (11,306)

adjustments resulting frOm fas 158

nents of the net periodic benefit cost will be recognized through accumulated other compre-
hensive income in the year in which they occur. actuarial gains or losses and prior service 
costs are subsequently recognized as components of net periodic benefit cost pursuant to 
the recognition and amortization provisions of those standards. the Company uses decem-
ber 31 as the measurement date when measuring the funded status of all plans.

the adoption of the recognition provisions of Fas 158 as of december 31, 2006, results in the 
following adjustments of the related amounts in the consolidated balance sheet line items. 

t ) stOCK OptiOn plans. effective January 1, 2006, the Company adopted the provisions  
of FasB statement no. 123r ( revised 2004 ), Share-Based Payment (“Fas 123(r)”) using the 
modified prospective transition method ( see note 15 ). under this transition method, compensa-
tion cost recognized in 2006 includes applicable amounts of: (a) compensation cost of all 
stock-based payments granted prior to, but not yet vested as of, January 1, 2006 ( based on 
the grant-date fair value estimated in accordance with the original provisions of Fas no. 123 
and previously presented in the Company’s pro forma footnote disclosures ), and (b) compen-
sation cost for all stock-based payments subsequent to January 1, 2006 ( based on the grant-
date fair value estimated in accordance with the new provisions of Fas 123(r)). Compensa-
tion costs for prior periods have been recognized using the intrinsic value method in 
accordance with the provisions of accounting principles Board Opinion no. 25, Accounting 
for Stock Issued to Employees. 

u ) reCent prOnOunCeMents. in december 2007, the FasB issued FasB statement no. 
160, Noncontrolling Interests in Consolidated Financial Statements – an amendment of ARB 
No. 51 (“Fas 160”), which establishes a framework for reporting of noncontrolling or minori-
ty interests, the portion of equity in a subsidiary not attributable, directly or indirectly, to a 
parent. Fas 160 is effective for financial statements issued for fiscal years beginning on or 
after december 15, 2008. earlier adoption is prohibited. the Company is currently evaluating 
the impact of this standard on its Consolidated Financial statements. 

in december 2007, FasB issued FasB statement no. 141 ( revised ), Business Combinations. 
this statement replaces FasB statement no. 141, Business Combinations and retains the fun-
damental requirements in statement 141 that the acquisition method of accounting ( which 
statement 141 called the purchase method ) be used for all business combinations and for an 
acquirer to be identified for each business combination. this statement defines the acquirer 
as the entity that obtains control of one or more businesses in the business combination and 
establishes the acquisition date as the date that the acquirer achieves control. 
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in general, the main points of this statement are that the assets acquired, liabilities assumed 
and non-controlling interests in the acquired company are stated at fair value as of the date of 
acquisition, that assets acquired and liabilities assumed arising from contractual contingencies 
are recognized as of the acquisition date, measured at their acquisition-date fair values and 
that contingent consideration is recognized at the acquisition date, measured at its fair value 
at that date.

this statement applies prospectively to business combinations for which the acquisition date 
is on or after the beginning of the first annual reporting period beginning on or after decem-
ber 15, 2008. an entity may not apply it before that date. the effective date of this statement 
is the same as that of the related FasB statement no. 160, Noncontrolling Interests in Consol-
idated Financial Statements. the Company is currently evaluating the impact of this standard 
on its Consolidated Financial statements.

in February 2007, FasB issued FasB statement no. 159, The Fair Value Option for Financial 
Assets and Financial Liabilities – Including an amendment of FASB Statement No. 115 (“Fas 
159”), which gives the Company the irrevocable option to measure eligible items at fair value 
at specified election dates. a business entity shall report unrealized gains and losses on items 
for which the fair value option has been elected in earnings at each subsequent reporting 
date. 

the fair value option:
 – May be applied instrument by instrument, with a few exceptions,  
  such as investments otherwise accounted for by the equity method; 
 – is irrevocable ( unless a new election date occurs ); and 
 – is applied only to entire instruments and not to portions of instruments.

this statement is effective as of the beginning of an entity’s first fiscal year that begins after 
november 15, 2007. early adoption is permitted as of the beginning of a fiscal year that begins 
on or before november 15, 2007, provided the entity also elects to apply the provisions of 
FASB Statement No. 157, Fair Value Measurements. the Company has decided not to adopt 
the provisions of this standard for its Consolidated Financial statements.

in september 2006, FasB issued FasB statement no. 157, Fair Value Measurements (“Fas 
157”), which establishes a framework for reporting fair value and expands disclosures about 
fair value measurements. Fas 157 is effective for financial statements issued for fiscal years 
beginning after november 15, 2007, and interim periods within those fiscal years. the Com-
pany adopted this standard as of January 1, 2008 and is still determining its impact on its  
results of operations.
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transFOrMatiOn OF legal FOrM and COnversiOn  
OF preFerenCe shares 

On February 10, 2006, the Company completed and registered in the commercial register of 
the local court in hof an der saale, the transformation of its legal form under german law 
from a stock corporation ( Aktiengesellschaft ) to a partnership limited by shares ( Kommandit-
gesellschaft auf Aktien ) with the name Fresenius Medical Care ag & Co. Kgaa. the transfor-
mation was approved by its shareholders during an extraordinary general Meeting held on 
august 30, 2005 (“egM”). the Company as a Kgaa is the same legal entity under german 
law, rather than a successor to the ag. Fresenius Medical Care Management ag (“Manage-
ment ag” or “general partner”), a wholly-owned subsidiary of Fresenius se, formerly known 
as Fresenius ag ( see note 4 ) and the majority voting shareholder of FMC-ag prior to the trans-
formation, is the general partner of FMC-ag & Co. Kgaa. Management ag assumed the 
management of the Company through its position as general partner. Management ag was 
formed for the sole purpose of serving as the general partner of FMC-ag & Co. Kgaa and 
managing the business of FMC-ag & Co. Kgaa. Management ag has the same duty to FMC-
ag & Co. Kgaa as the management board of a stock corporation has to the corporation. the 
management board of Management ag must carefully conduct the business of FMC-ag & 
Co Kgaa and is liable for any breaches of its obligations. the supervisory board of Manage-
ment ag, elected by its shareholder, Fresenius se, must carefully supervise the management 
board of Management ag in the conduct of the business of FMC-ag & Co. Kgaa. the super-
visory board of FMC-ag & Co. Kgaa, which is elected by the Company’s shareholders (other 
than Fresenius se), oversees the management of the business of the Company by Manage-
ment ag, but has less power and scope for influence than the super visory board of a stock 
corporation. the FMC-ag & Co. Kgaa supervisory board does not appoint the Company’s 
general partner, and the general partner’s management measures are not subject to its  
consent.

upon effectiveness of the transformation of legal form, the share capital of FMC-ag became 
the share capital of FMC-ag & Co. Kgaa, and persons who were shareholders of FMC-ag 
became shareholders of the Company in its new legal form. as used in the notes to these  
financial statements, the “Company” refers to both FMC-ag prior to the transformation of 
legal form and FMC-ag & Co. Kgaa after the transformation. 

prior to registration of the transformation of legal form, the Company offered holders of its 
non-voting preference shares ( including preference shares represented by american deposi-
tary shares (“adss”)) the opportunity to convert their shares into ordinary shares at a conver-
sion ratio of one preference share plus a conversion premium of € 3.25 per ordinary share. 
holders of a total of 79,888,266 preference shares accepted the offer, resulting in an increase 
of 79,888,266 ordinary shares of FMC-ag & Co. Kgaa ( including 6,299,541 adss represent-
ing 2,099,847 ordinary shares of FMC-ag & Co. Kgaa ) outstanding. the Company received 
a total of $ 306,759 in premiums from the holders upon the conversion of their preference 
shares, net of costs of $ 1,897. immediately after the conversion and transformation of legal 
form, there were 289,888,266 ordinary shares outstanding. Former holders of preference 
shares who elected to convert their shares now hold a number of ordinary shares of FMC-ag 
& Co. Kgaa equal to the number of preference shares they elected to convert. the 3,398,271 
preference shares that were not converted remained outstanding and became preference 
shares of FMC-ag & Co. Kgaa in the transformation. as a result, preference shareholders 
who elected not to convert their shares into ordinary shares hold the same number of non-
voting preference shares in FMC-ag & Co. Kgaa as they held in FMC-ag prior to the trans-

2.
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formation. shareholders who held ordinary shares in FMC-ag prior to the transformation 
hold the same number of voting ordinary shares in FMC-ag & Co. Kgaa.

the Company determined that the conversion of the Company’s preference shares had no 
impact on earnings for either the holders of ordinary or preference shares, therefore, no  
reductions or benefits in the Company’s financial statements were recorded. several ordinary 
shareholders challenged the resolutions adopted at the egM approving the conversion of  
the preference shares into ordinary shares, the adjustment of the employee participation  
programs, the creation of authorized capital and the transformation of the legal form of the 
Company, with the objective of having the resolutions declared null and void. On december 
19, 2005, the Company and the claimants agreed to a settlement with the participation of 
Fresenius se and Management ag, and all proceedings were terminated. 

pursuant to the settlement, Management ag undertook to (i) make an ex gratia payment to 
the ordinary shareholders of the Company (other than Fresenius se ), of € 0.04 for every share 
issued as an ordinary share on august 30, 2005 and (ii) to pay to ordinary shareholders who, 
at the egM of august 30, 2005, voted against the conversion proposal, an additional € 0.23 
per ordinary share. Ordinary shareholders who were shareholders at the close of business on 
the day of registration of the conversion and transformation with the commercial register 
were entitled to a payment under (i) above. Ordinary shareholders who voted against the 
conversion resolution in the egM on august 30, 2005, as evidenced by the voting cards held 
by the Company, were entitled to a payment under (ii) above, but only in respect of shares 
voted against the conversion resolution. the right to receive payment under (ii) has lapsed 
as to any shareholder who did not make a written claim for payment with the Company by 
February 28, 2006. 

the Company also agreed to bear court fees and shareholder legal expenses in connection 
with the settlement. a further part of the settlement agreement and german law require 
that these costs be borne by Fresenius se and the general partner, Management ag. under 
u.s. gaap, however, these costs must be reflected by the entity benefiting from the actions 
of its controlling shareholder. as a result, the Company recorded the settlement costs as an 
expense in selling, general and administrative expense and a contribution in additional paid 
in Capital in shareholders’ equity in the fourth quarter of 2005. the actual total costs of all 
ex gratia payments and all payments to shareholders who voted against the conversion pro-
posal and who filed written claims in a timely fashion incurred in the settlement were $ 6,447. 
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aCQuisitiOns 
 
the Company made acquisitions, mostly of dialysis centers, in the normal course of its opera-
tions in 2007 totaling $ 147,987. included in this amount is the acquisition of a schweinfurt 
production line from a Fresenius se subsidiary for $ 5,646. total cash paid for acquisitions in 
2007 was $ 138,023. in 2006, acquisitions totaled $ 92,013 (excluding the rCg and phoslo 
acquisitions described below ) of which $ 85,805 was paid in cash. in addition, on november 26, 
2007, the Company completed the acquisition of all the common stock of renal solutions, 
inc. (“rsi”), an indiana corporation with principal offices in warrendale, pa. the rsi acquisi-
tion agreement provides for total consideration of up to $ 203,665, consisting of $ 20,000 
previously advanced to rsi in the form of a loan, $ 99,854 paid at closing, $ 60,000 payable 
after the first year which was recorded as a liability at closing, $ 3,572 receivable related to a 
working capital adjustment and up to $ 30,000 in milestone payments over the next three 
years, contingent upon the achievement of certain performance criteria. the Company 
recorded a liability of $ 27,384 representing the net present value of the $ 30,000 milestone 
payments as it was deemed beyond reasonable doubt that the future performance criteria 
will be achieved. the purchase price was allocated to goodwill ( $ 159,385 ), intangible assets 
( $ 34,480 ) and other net assets ( $ 9,800 ). rsi holds key patents and other intellectual property 
worldwide related to sorbent-based technology (“sOrB”). sOrB technology purifies potable 
water to dialysate quality and allows dialysis for up to 8 hours with only 6 liters of potable 
water through a process of dialysate regeneration and toxin adsorption. this regeneration  
capability significantly reduces the water volume requirement for a typical hemodialysis  
treatment and is an important step in advancing home hemodialysis and helping to create  
a potential platform for eventual development of a wearable kidney.

rCg aCQuisitiOn
On March 31, 2006, the Company completed the acquisition of renal Care group, inc. 
(“rCg” and the “rCg acquisition”), a delaware corporation with principal offices in nash-
ville, tennessee, for an all cash purchase price, net of cash acquired, of $ 4,157,684 for all of 
the outstanding common stock and the retirement of rCg stock options. the purchase price 
included the concurrent repayment of $ 657,769 indebtedness of rCg. the operations of 
rCg are included in the Company’s consolidated statements of income and cash flows from 
april 1, 2006; therefore, the 2007 results are not comparable with the results for 2006. 

3.
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the final purchase price allocation is as follows: 

in order to complete the rCg acquisition in accordance with a consent order issued by the 
united states Federal trade Commission (“FtC”) on March 31, 2006, the Company was  
required to divest a total of 105 renal dialysis centers, consisting of both former Company 
clinics ( the “legacy clinics”) and former rCg clinics. the Company sold 96 of such centers on 
april 7, 2006 to dsi renal, inc. (“dsi”) and sold dsi the remaining 9 centers effective as of 
June 30, 2006. separately, in december 2006, the Company also sold the former laboratory 
business acquired in the rCg acquisition receiving cash consideration of $ 9,012. the 
Company received cash consideration of $ 515,705, net of related expenses, for all centers 
divested and for the divested laboratory, subject to customary post-closing adjustments.  
pre-tax income of $ 40,233 on the sale of the legacy clinics was recorded in income from  
operations. due to basis differences, tax expense of $ 44,605 was recorded, resulting in a  
net loss on sale of $ 4,372.

 330,092
 414,006
 301,498
 149,486
 3,389,907
 (289,378)
 (58,756)
 (3,882)
 (75,289)
 4,157,684

$ in thousands 

assets held for sale
Other current assets
property, plant and equipment
intangible assets and other assets
goodwill
accounts payable, accrued expenses and other current liabilities
income tax payable and deferred taxes
long-term debt and capital lease obligations
Other liabilities
TOTAL ALLOcATiOn OF AcquisiTiOn cOsT

purchase price allOcatiOn
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 8,809,573
 536,223
 
 1.82
 1.81

pro forma net revenue
pro forma net income
pro forma net income per ordinary share
  Basic
  Fully diluted

$ in thousands, except per share data, unaudited  2006

prO fOrma data

the following financial information, on a pro forma basis, reflects the consolidated results  
of operations as if the rCg acquisition and the related clinic divestitures had been consum-
mated at the beginning of 2006. the pro forma information includes adjustments primarily 
for eliminations, amortization of intangible assets, interest expense on acquisition debt, and 
income taxes. the pro forma financial information is not necessarily indicative of the results 
of operations as it would have been had the transactions been consummated at the begin-
ning of the respective periods.

phOslO aCQuisitiOn
in addition, on november 14, 2006, the Company acquired the worldwide rights to the 
phoslo phosphate binder product business and its related assets of nabi Biopharmaceuticals. 
phoslo is an oral application calcium acetate phosphate binder for treatment of hyperphos-
phatemia primarily in end-stage renal disease patients. the Company paid cash of $ 65,277 
including related direct costs of $ 277 plus a $ 8,000 milestone payment in december 2006 
and a $ 2,500 milestone payment in 2007. an additional milestone payment of $ 10,500 will 
be paid over the next two to three years, contingent upon the achievement of certain perfor-
mance criteria. the purchase price was allocated to technology with estimated useful lives of 
15 years ( $ 64,800 ), and in-process research and development project ( $ 2,750 ) which is im-
mediately expensed, goodwill ( $ 7,327 ) and other net assets ( $ 900 ).

in connection with the transaction, the Company also acquired worldwide rights to a new 
product formulation currently under development, which the Company expects will be sub-
mitted for approval in the u.s. during 2009. Following the successful launch of this new 
product formulation, the Company will pay nabi Biopharmaceuticals royalties on sales of the 
new product formulation commencing upon the first commercialization of the new product 
and continuing until november 13, 2016. total consideration, consisting of initial payment, 
milestone payments and royalties will not exceed $ 150,000.

the assets and liabilities of all acquisitions were recorded at their estimated fair values at the 
dates of the acquisitions and are included in the Company’s Consolidated Financial statements 
and operating results from the effective date of acquisition.
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related partY transaCtiOns

a) serviCe agreeMents
the Company is party to service agreements with Fresenius se, the sole stockholder of its 
general partner and its largest shareholder with 36.4 % ownership of the Company’s voting 
shares, and certain affiliates of Fresenius se that are not also subsidiaries of the Company to 
receive services, including, but not limited to: administrative services, management informa-
tion services, employee benefit administration, insurance, it services, tax services and treasury 
services. ( as used in these notes to Consolidated Financial statements, “Fresenius se” refers 
to Fresenius se, a european Company ( societas europaea ) previously called Fresenius ag, a 
german stock corporation which, prior to the transformation of the Company’s legal form, 
held approximately 51.8 % of the Company’s voting shares, and refers to that company both 
before and after the conversion of Fresenius ag from a stock corporation into a european 
Company on July 13, 2007. ) For the years 2007 and 2006 amounts charged by Fresenius se 
to the Company under the terms of these agreements are $ 44,143 and $ 37,104 respectively. 
the Company also provides certain services to Fresenius se and certain affiliates of Fresenius se, 
including research and development, central purchasing, patent administration and ware-
housing. the Company charged $ 9,784 and $ 9,001 for services rendered to Fresenius se in 
2007 and 2006 respectively. 

under operating lease agreements for real estate entered into with Fresenius se, the Company 
paid Fresenius se $ 19,211 and $ 16,593 during 2007 and 2006 respectively. the majority of 
the leases expire in 2016 and contain renewal options.

the Company’s articles of association provide that the general partner shall be reimbursed 
for any and all expenses in connection with management of the Company’s business, includ-
ing remuneration of the members of the general partner’s supervisory board and the general 
partner’s management board. the aggregate amount reimbursed to Management ag for 
2007 and 2006 was $ 10,348 and $ 7,480 for its management services during those years and 
included $ 82 and $ 75 as compensation for their exposure to risk as general partner for 2007 
and 2006 respectively. the Company’s articles of association set the annual compensation 
for assuming unlimited liability at 4 % of the amount of the general partner’s invested capital 
( € 1,500 ).

B ) prOduCts
during the years ended december 31, 2007 and 2006 the Company sold products to  
Fresenius se for $ 34,133 and $ 36,039 respectively. during 2007 and 2006 the Company 
made purchases from Fresenius se in the amount of $ 52,280 and $ 52,507 respectively.

4.



Fresenius Medical Care 2007

6305.5 nOtes tO cOnsOlidated financial statements

 136,013
 51,829

350,478
97,914

 636,234

 108,584
 41,272
 269,496
 104,577
 523,929

raw materials and purchased components
work in process
Finished goods
health care supplies
TOTAL

$ in thousands 2007 2006

inventOries

C) FinanCing prOvided BY Fresenius se
the Company receives short-term financing from Fresenius se. there was $ 2,897 owed  
at december 31, 2007, while financing provided by Fresenius se amounted to $ 1,678 at  
december 31, 2006 ( see note 9 ).

d) Other
the Chairman of the Company’s supervisory Board is also the Chairman of the supervisory 
Board of Fresenius se. he is also a member of the supervisory Board of the Company’s  
general partner. 

the vice Chairman of the Company’s supervisory Board is a member of the supervisory 
Board of Fresenius se and vice Chairman of the supervisory Board of the Company’s general 
partner. he is also a partner in a law firm which provided services to the Company. the Com-
pany paid the law firm approximately $ 969 and $ 1,620 in 2007 and 2006 respectively.

inventOries
 
as of december 31, 2007 and 2006, inventories consisted of the following:

under the terms of certain unconditional purchase agreements, the Company is obligated  
to purchase approximately $ 313,519 of materials, of which $ 187,687 is committed at decem-
ber 31, 2007 for 2008. the terms of these agreements run 1 to 5 years. 

inventories as of december 31, 2007 and 2006 include $ 30,999 and $ 46,131 respectively, of 
erythropoietin (“epO”), which is supplied by a single source supplier in the united states. in 
October 2006, the Company entered into a five-year exclusive sourcing and supply agree-
ment with its epO supplier. revenues from epO accounted for approximately 21 % and 23 % 
of total dialysis care revenue in the north america segment for 2007 and 2006 respectively. 
delays, stoppages, or interruptions in the supply of epO could adversely affect the operating 
results of the Company.

5.
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 39,791
782,272
983,097

13,489
235,144

2,053,793

32,461
 652,453
 772,324
 9,160
 255,994
 1,722,392

land and improvements
Buildings and improvements
Machinery and equipment
Machinery, equipment and rental equipment under capital leases 
Construction in progress
TOTAL

$ in thousands dec. 31, 2007 dec. 31, 2006

net bOOK value

(70)
(32,788)

(158,689)
 

(2,736)
–

(194,283)

–
566,455

1,208,321

8,044
–

1,782,820

–
11,997
71,281

 
939

–
84,217

31
471,238

1,071,975
 

7,884
–

1,551,128

land and improvements
Buildings and improvements
Machinery and equipment

Machinery, equipment and rental 
equipment under capital leases 
Construction in progress
TOTAL

–
 (500)

14,295
  
 (4)

–
13,791

–
117,123

209,541
 

1,931
–

328,595

39
(615)
(82)

 
30

–
(628)

$ in thousands Balance at Currency Changes in additions reclassi- disposals Balance at 
 Jan. 1, 2007 change consolidation  fications  dec. 31, 2007 
   group     
       

depreciatiOn /amOrtizatiOn

(706)
(42,211)

(168,408)
 

(3,959)
(2,536)

(217,820)

39,791
 1,348,727

2,191,418
 

21,533
235,144

3,836,613

2,235
 31,814

109,925
 

1,874
7,004

152,852

32,492
 1,123,691
1,844,299

 
17,044

255,994
3,273,520

land and improvements
Buildings and improvements
Machinery and equipment

Machinery, equipment and rental 
equipment under capital leases 
Construction in progress
TOTAL

 (97)
 1,134
 43,729
  
 (28)
 96
 44,834

5,546
 148,535

271,441
 

4,657
153,634
583,813

321
 85,764

90,432
 

1,945
(179,048)

(586)

$ in thousands Balance at Currency Changes in additions reclassi- disposals Balance at 
 Jan. 1, 2007 change consolidation  fications  dec. 31, 2007 
   group     
       

acquisitiOn and manufacturing cOst

prOpertY, plant and eQuipMent

as of december 31, 2007 and 2006, property, plant and equipment consisted of the 
following:

depreciation expense for property, plant and equipment amounted to $ 328,595 and 
$ 265,488 for the years ended december 31, 2007 and 2006 respectively.

6.
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nOn-amOrtizable 
intangible assets

TOTAL inTAngibLe AsseTs

amOrtizable intangible assets

$ in thousands Balance at Currency Changes in additions reclassi- disposals Balance at 
 Jan. 1, 2007 change consolidation  fications  dec. 31, 2007 
   group     
       

acquisitiOn cOsts

(103)
 –

(18,783)
(18,886)

 –
 –

–

(18,886)

233

 212,105
 100,016

310,308
622,429

256,850
 241,391

498,241

1,120,670

7,691,763

929
 –
 15,219

16,148

 1,418
 13

1,431

17,579

59,337

 203,123
64,800

 305,509
573,432

 255,432
 239,777

495,209

1,068,641

7,332,223

non-compete agreements
technology
Other 
TOTAL

tradename
Management contracts
TOTAL

 

gOOdwiLL

7,274
 34,480
 11,517

53,271

 –
 1,601

1,601

54,872

271,550

887
736

6,720
8,343

 –
 –

–

8,343

17,719

(5)
 –

(9,874)
(9,879)

 –
 –

–

(9,879)

10,701

7.

included in property, plant and equipment as of december 31, 2007 and 2006 were $ 275,537 
and $ 187,504, respectively, of peritoneal dialysis cycler machines which the Company leases 
to customers with end-stage renal disease on a month-to-month basis and hemodialysis  
machines which the Company leases to physicians under operating leases. accumulated  
depreciation related to machinery, equipment and rental equipment under capital leases was 
$ 8,044 and $ 7,884 at december 31, 2007 and 2006, respectively.

intangiBle assets and gOOdwill

as of december 31, 2007 and 2006, the carrying value and accumulated amortization of  
intangible assets consisted of the following:
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nOn-amOrtizable 
intangible assets

amOrtizable intangible assets

non-compete agreements
technology
Other 
TOTAL

tradename
Management contracts
TOTAL

 

gOOdwiLL

118,553
406

233,099
352,058

 33,310
 21,908

55,218

407,276

440,062

(103)
–

(18,783)
(19,261)

 –
 –

–

(19,261)

– 

 129,559
4,872

240,875
375,306

33,500
 21,908

55,408

430,714

446,174

289
–

10,161
10,825

 190
 –

190

11,015

3,606

–
 –

203
203

 –
 –

–

203

–

10,820
4,466

18,717
34,003

 –
 –

–

34,003

–

–
–

(2,522)
(2,522)

 –
 –

–

(2,522)

2,506

TOTAL inTAngibLe AsseTs

$ in thousands Balance at Currency Changes in additions reclassi- disposals Balance at 
 Jan. 1, 2007 change consolidation  fications  dec. 31, 2007 
   group     
       

depreciatiOn / amOrtizatiOn

 82,546
95,144
69,433

247,123

 223,350
219,483
442,833

689,956

7,245,589

 84,570
 64,394
 72,410
 221,374

 222,122
 217,869
 439,991

 661,365

 6,892,161

amOrtizable intangible assets

non-compete agreements
technology
Other
TOTAL

nOn-amOrtizable intangible assets

tradename
Management contracts 
TOTAL

 

TOTAL inTAngibLe AsseTs 

gOOdwiLL

$ in thousands dec. 31, 2007 dec. 31, 2006

net bOOK value

the related amortization expenses amounted to $ 34,003 and $ 43,210 for the years 2007 
and 2006.
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 331,931
 173,424

146,377
115,000
585,281

 1,352,013

 283,859
 148,985
 124,422
 115,000
 522,673
 1,194,939 

accrued salaries and wages
unapplied cash and receivable credits
accrued insurance
special charge for legal matters
Other
TOTAL

$ in thousands 2007 2006

accrued expenses and Other current liabilities

  3,076,333   
  3,381,901   
  68,106   

(119,942)   
 35,240   

(3,603)   
(40)   

  6,437,995   

  52,674   
  17,952   

(146)   
  6,508,475   

   380,544      
 –   
   36,843      

–   
 –   

(424)      
 37,203      

   454,166      

   59,491      
   8,195      

 55,877      
   577,729      

 –   
  –   
  –   

–   
     –

 –
–   

  –   

   159,385      
  –   

–   
   159,385      

   3,456,877      
  3,381,901   
   104,949      

(119,942)      
 35,240   

(4,027)      
 37,163      

  6,892,161      

   271,550      
   26,147      

  55,731         
  7,245,589      

bALAnce As OF JAnuAry 1, 2006

goodwill acquired rCg (excl. divestitures)
goodwill acquired other
goodwill disposed of 
reclassification from patient relationships
Other reclassifications
Foreign currency translation adjustment
bALAnce As OF december 31, 2006 

goodwill acquired
reclassifications
Foreign currency translation adjustment
bALAnce As OF december 31, 2007 

$ in thousands north america international Corporate total

gOOdwill

gOOdwill
Changes in the carrying amount of goodwill are mainly a result of acquisitions and the  
impact of foreign currency translations. during the year 2007, the Company’s acquisitions 
consisted primarily of rsi and of clinics in the normal course of operations ( see note 3 ). during 
2006, the Company’s acquisitions consisted primarily of the rCg acquisition. the segment 
detail is as follows:

aCCrued expenses and Other Current liaBilities

as at december 31, 2007 and 2006 accrued expenses and other current liabilities consisted of 
the following:

8.

 24,179    25,737    26,902    28,306    32,345   

$ in thousands 2008 2009 2010 2011 2012

estimated amOrtizatiOn expenses
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 132,497 
 85,000 
 217,497 

 2,287 
 219,784 

 65,231
 266,000
 331,231

 4,575
 335,806

Borrowings under lines of credit
accounts receivable facility 
shOrT-Term bOrrOwings

short-term borrowings from related parties
shOrT-Term bOrrOwings incLuding reLATed pArTies

$ in thousands 2007 2006

shOrt-term bOrrOwings

in 2001, the Company recorded a $ 258,159 special charge to address legal matters relating 
to transactions pursuant to the agreement and plan of reorganization dated as of February 4, 
1996 by and between w.r. grace & Co. and Fresenius se ( the “Merger”), estimated liabilities 
and legal expenses arising in connection with the w.r. grace & Co. Chapter 11 proceedings 
( the “grace Chapter 11 proceedings”) and the cost of resolving pending litigation and other 
disputes with certain commercial insurers. during the second quarter of 2003, the court  
supervising the grace Chapter 11 proceedings approved a definitive settlement agreement 
entered into among the Company, the committees representing the asbestos creditors and 
w.r. grace & Co. under the settlement agreement, the Company will pay $ 115,000, without 
interest, upon plan confirmation ( see note 18 ). with the exception of the proposed $ 115,000 
payment under the settlement agreement, all other matters included in the special charge 
have been resolved. 

the other item in the table above includes accruals for interest, withholding tax, value added 
tax, legal and compliance costs, physician compensation, commissions, short-term portion of 
pension liabilities, bonuses and rebates, and accrued rents.

shOrt-terM BOrrOwings and shOrt-terM BOrrOwings  
FrOM related parties

as of december 31, 2007 and 2006, short-term borrowings and short-term borrowings from 
related parties consisted of the following:

shOrt-terM BOrrOwings
lines OF Credit. short-term borrowings of $ 132,497 and $ 65,231 at december 31, 2007 
and 2006, respectively, represent amounts borrowed by certain of the Company’s subsidiaries 
under lines of credit with commercial banks. the average interest rates on these borrowings 
at december 31, 2007 and 2006 were 4.36 % and 3.69 %, respectively. 

9.
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excluding amounts available under the 2006 senior Credit agreement ( see note 10 below ) at  
december 31, 2007, the Company had $ 99,285 available under such commercial bank agree-
ments. in some instances, lines of credit are secured by assets of the Company’s subsidiary 
that is party to the agreement or may require the Company’s guarantee. in certain circum-
stances, the subsidiary may be required to meet certain covenants.

aCCOunts reCeivaBle FaCilitY. the Company has an asset securitization facility (the “ar 
Facility”) which is typically renewed in October of each year and was most recently renewed in 
October 2007. the ar Facility currently provides borrowings up to a maximum of $ 650,000. 
under the ar Facility, certain receivables are sold to nMC Funding Corporation (“nMC Fund-
ing”), a wholly-owned subsidiary. nMC Funding then assigns percentage ownership interests 
in the accounts receivable to certain bank investors. under the terms of the ar Facility, nMC 
Funding retains the right to recall all transferred interests in the accounts receivable assigned 
to the banks under the facility. as the Company has the right at any time to recall the then 
outstanding interests, the receivables remain on the Consolidated Balance sheet and the 
 proceeds from the transfer of percentage ownership interests are recorded as short-term 
 borrowings.

at december 31, 2007 there are outstanding short-term borrowings under the ar Facility of 
$ 85,000. nMC Funding pays interest to the bank investors, calculated based on the commer-
cial paper rates for the particular tranches selected. the average interest rate at december 31, 
2007 was 5.44 %. annual refinancing fees, which include legal costs and bank fees ( if any ), 
are amortized over the term of the facility.

shOrt-terM BOrrOwings FrOM related parties
From time to time during each of the years presented, the Company received advances  
under the existing loan agreements with Fresenius se for those years. during the year ended 
december 31, 2007, the Company received advances ranging from € 2,200 to € 30,900 with 
interest rates ranging from 4.37 % to 5.105 %. at december 31, 2007, there were no advances 
outstanding with Fresenius se. On december 31, 2007, the Company had advances outstand-
ing with a Fresenius se subsidiary in the amount of € 1,554 ( $ 2,287 ) with an interest rate  
of 4.1 %. On december 31, 2006, the Company received an advance from Fresenius se in the 
amount of $ 2,897 ( € 2,200 ) at 4.37 % interest which matured on and was repaid on January 
31, 2007.

in 2006, the Company retired short-term loans from Fresenius se with an outstanding  
balance of $ 18,757 which was outstanding at december 31, 2005. annual interest expense 
on the borrowings during the years presented was $ 506 and $ 191 for the years 2007 and 
2006 respectively. 
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 3,166,114
491,569
294,420
48,806
14,027
73,893

4,088,829

 (84,816)
4,004,013

3,564,702
–

 263,400
 84,618
 8,286
 68,470
 3,989,476

 (160,135)
 3,829,341

2006 senior Credit agreement
senior notes
euro notes
eiB agreements
Capital lease obligations 
Other 

less current maturities

$ in thousands 2007 2006

lOng-term debt and capital lease ObligatiOns

lOng-terM deBt and Capital lease OBligatiOns

at december 31, 2007 and 2006, long-term debt and capital lease obligations consisted of 
the following:

 
the Company’s senior debt consists mainly of borrowings related to its 2006 senior Credit 
agreement, its senior notes, its euro notes and borrowings under its european investment 
Bank agreements as follows: 

2006 seniOr Credit agreeMent
the Company entered into a $ 4,600,000 syndicated credit agreement ( the “2006 senior 
Credit agreement”) with Bank of america, n.a. (“Bofa”); deutsche Bank ag new York 
Branch; the Bank of nova scotia, Credit suisse, Cayman islands Branch; JpMorgan Chase 
Bank, national association; and certain other lenders ( collectively, the “lenders”) on  
March 31, 2006 which replaced the prior Credit agreement. 

the 2006 senior Credit agreement consists of: 

 – a 5-year $ 1,000,000 revolving credit facility ( of which up to $ 250,000 is available for let-
ters of credit, up to $ 300,000 is available for borrowings in certain non-u.s. currencies,  
up to $ 150,000 is available as swing line loans in u.s. dollars, up to $ 250,000 is available 
as a competitive loan facility and up to $ 50,000 is available as swing line loans in certain 
non-u.s. currencies, the total of which cannot exceed $ 1,000,000 ) which will be due and 
payable on March 31, 2011.

 – a 5-year term loan facility (“term loan a”) of $ 1,850,000, also scheduled to mature on 
March 31, 2011. the 2006 senior Credit agreement requires 19 quarterly payments on term 
loan a of $ 30,000 each that permanently reduce the term loan facility which began  
June 30, 2006 and continue through december 31, 2010. the remaining amount outstand-
ing is due on March 31, 2011.

10.
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 – a 7-year term loan facility (“term loan B”) of $ 1,750,000 scheduled to mature on March 
31, 2013. the terms of the 2006 senior Credit agreement require 28 quarterly payments on 
term loan B that permanently reduce the term loan facility. the repayment began June 30, 
2006. the first 24 quarterly payments will be equal to one quarter of one percent ( 0.25 % ) 
of the original principal balance outstanding, payments 25 through 28 will be equal to 
twenty-three and one half percent ( 23.5 % ) of the original principal balance outstanding 
with the final payment due on March 31, 2013, subject to an early repayment requirement 
on March 1, 2011 if the trust preferred securities due June 15, 2011 are not repaid or  
refinanced or their maturity is not extended prior to that date.

interest on these facilities will be, at the Company’s option, depending on the interest  
periods chosen, at a rate equal to either (i) liBOr plus an applicable margin or (ii) the higher 
of (a) Bofa’s prime rate or (b) the Federal Funds rate plus 0.5 %, plus an applicable margin. 

the applicable margin is variable and depends on the Company’s Consolidated leverage 
ratio which is a ratio of its Consolidated Funded debt less up to $ 30,000 cash and cash  
equivalents to Consolidated eBitda ( as these terms are defined in the 2006 senior Credit 
agreement ).

in addition to scheduled principal payments, indebtedness outstanding under the 2006  
senior Credit agreement will be reduced by mandatory prepayments utilizing portions of  
the net cash proceeds from certain sales of assets, securitization transactions other than  
the Company’s existing ar Facility, the issuance of subordinated debt other than certain  
intercompany transactions, certain issuances of equity and excess cash flow.

the obligations under the 2006 senior Credit agreement are secured by pledges of capital 
stock of certain material subsidiaries in favor of the lenders. the 2006 senior Credit agree-
ment contains other affirmative and negative covenants with respect to the Company and  
its subsidiaries and other payment restrictions. Certain of the covenants limit indebtedness  
of the Company and investments by the Company, and require the Company to maintain  
certain financial ratios defined in the agreement. additionally, the 2006 senior Credit agree-
ment provides for a limitation on dividends and other restricted payments which is $ 260,000 
for dividends paid in 2008, and increases in subsequent years. the Company paid dividends 
of $ 188,407 in May of 2007 which was in compliance with the restrictions set forth in the 
2006 senior Credit agreement. in default, the outstanding balance under the 2006 senior 
Credit agreement becomes immediately due and payable at the option of the lenders. as  
of december 31, 2007, the Company is in compliance with all financial covenants under the 
2006 senior Credit agreement.

the Company incurred fees of approximately $ 85,828 in conjunction with the 2006 senior 
Credit agreement which are being amortized over the life of this agreement and wrote off 
approximately $ 14,735 in unamortized fees related to its prior senior credit agreement in 
2006.
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maximum amOunt available

revolving credit
term loan a
term loan B
TOTAL

balance Outstanding

revolving credit
term loan a
term loan B
TOTAL

 1,000,000
 1,550,000
 1,578,125
 4,128,125

  

 

 37,989
 1,550,000
 1,578,125
 3,166,114

 1,000,000
 1,760,000
 1,736,875
 4,496,875
  
 

 67,827
 1,760,000
 1,736,875
 3,564,702

$ in thousands, december 31, 2007 2006

available and Outstanding credits

the following table shows the available and outstanding amounts under the 2006 senior 
Credit agreement at december 31, 2007 and 2006, respectively:
 

in addition, at december 31, 2007, $ 87,140 and at december 31, 2006, $ 84,733 were  
utilized as letters of credit which are not included as part of the balances outstanding at 
those dates.

On July 2, 2007, the Company voluntarily repaid portions of the term loans outstanding  
utilizing a portion of the proceeds from the issuance of senior notes ( see senior notes below ). 
under the terms of the 2006 senior Credit agreement, advance payments on the term loans 
are applied first against the next four quarterly payments due with any amounts in excess of 
the four quarterly payments applied on a pro-rata basis against any remaining payments. as 
a result of the advance payments on the term loans, no payments will be made or will be 
due for either term loan a or B until the third quarter of 2008.

in June 2007, the 2006 senior Credit agreement was amended in order to enable the Com-
pany to issue $ 500 million in senior notes ( see below ). Furthermore, on January 31, 2008, it 
was amended to increase certain types of permitted borrowings and to remove all limitations 
on capital expenditures. 

seniOr nOtes
On July 2, 2007, FMC Finance iii s.a. (“Finance iii”), a wholly-owned subsidiary of the  
Company, issued $ 500,000 aggregate principal amount of 6 7 / 8 % senior notes due 2017 
( the “senior notes”) at a discount resulting in an effective interest rate of 7 1 / 8 %. the  
senior notes are guaranteed on a senior basis jointly and severally by the Company and by  
its subsidiaries Fresenius Medical Care holdings, inc. (“FMCh”) and Fresenius Medical Care 
deutschland gmbh (“d-gmbh”). Finance iii may redeem the senior notes at any time at 
100 % of principal plus accrued interest and a premium calculated pursuant to the terms 
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of the indenture. the holders have a right to request that Finance iii repurchase the senior 
notes at 101 % of principal plus accrued interest upon the occurrence of a change of control 
followed by a decline in the rating of the senior notes. the proceeds, net of discounts, in-
vestment bank fees and other offering related expenses, were $ 484,024, of which $ 150,000 
was used to reduce term loan a and $ 150,000 to reduce term loan B under the Company’s 
2006 senior Credit agreement ( see 2006 senior Credit agreement above ). the remaining 
$ 184,024 was applied to the then outstanding balance under its short-term ar Facility. the 
discount is being amortized over the life of the senior notes. 

eurO nOtes
in July 2005, FMC Finance iv luxembourg issued euro denominated notes (“euro notes”) 
( schuldscheindarlehen ) totaling $ 294,420 ( € 200,000 ) with a € 126,000 tranche at a fixed  
interest rate of 4.57 % and a € 74,000 tranche with a floating rate at euriBOr plus appli cable 
margin resulting in an interest rate of 6.56 % at december 31, 2007. the euro notes, guaran-
teed by the Company, mature on July 27, 2009.

eurOpean investMent BanK agreeMents
the Company entered into various credit agreements with the european investment Bank 
(“eiB”) in 2005 and 2006 totaling € 221,000. the eiB is a not-for-profit long-term lending in-
stitution of the european union and lends funds at favorable rates for the purpose of capital 
investment and r&d projects, normally for up to half of the funds required for such projects. 

the Company will use the funds to refinance certain r&d projects, to make investments in 
expansion and optimization of existing production facilities in germany, and for financing 
and refinancing of certain clinic refurbishing and improvement projects. Currently all agree-
ments with the eiB have variable interest rates that change quarterly with FMC-ag & Co. 
Kgaa having options to convert the variable rates into fixed rates. all advances under all 
agreements can be denominated in certain foreign currencies including u.s. dollars. 

the Company has three credit facilities available at december 31, 2007 under these  
agreements as follows:

 – € 90,000 multi-currency revolving credit facility expiring in 2013.
 – € 41,000 multi-currency term-loan credit facility expiring in 2013 which was fully drawn 
  down in u.s. dollars in the amount of $ 48,806 in september 2005.
 – € 90,000 multi-currency term-loan credit facility expiring in 2014.

at december 31, 2007, the Company had no borrowings outstanding under the revolving 
credit facility ( $ 35,812 at december 31, 2006 ) and no borrowings outstanding under the  
second term loan. the Company’s u.s. dollar borrowings under these agreements are still 
outstanding and had an interest rate of 4.92 % at december 31, 2007.

Borrowings under these agreements are secured by bank guarantees and have customary 
covenants.
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 4,097,260 933,3981,143,899 1,318,561 145,133 84,816  471,453

$ in thousands 2008 2009 2010 2011 2012 thereafter total

annual payments

annual paYMents
aggregate annual payments applicable to the 2006 senior Credit agreement, senior notes, 
euro notes, eiB agreements, capital leases and other borrowings ( excluding the Company’s 
trust preferred securities, see note 12 ) for the five years subsequent to december 31, 2007 are:

 
eMplOYee BeneFit plans

general
FMC-ag & Co. Kgaa recognizes pension costs and related pension liabilities for current and 
future benefits to qualified current and former employees of the Company. the Company’s 
pension plans are structured differently according to the legal, economic and fiscal circum-
stances in each country. the Company currently has two types of plans, defined benefit and 
defined contribution plans. in general plan benefits in defined benefit plans are based on  
all or a portion of the employees’ years of services and final salary. plan benefits in defined  
contribution plans are determined by the amount of contribution by the employee and the 
employer, both of which may be limited by legislation, and the returns earned on the invest-
ment of those contributions. 

upon retirement under defined benefit plans, the Company is required to pay defined bene-
fits to former employees when the defined benefits become due. defined benefit plans may 
be funded or unfunded. the Company has two major defined benefit plans, one funded 
plan in north america and an unfunded plan in germany.

actuarial assumptions generally determine benefit obligations under defined benefit plans. 
the actuarial calculations require the use of estimates. the main factors used in the actuarial 
calculations affecting the level of the benefit obligations are: assumptions on life expectancy, 
the discount rate, salary and pension level trends. under the Company’s funded plans, assets 
are set aside to meet future payment obligations. an estimated return on the plan assets is 
recognized as income in the respective period. actuarial gains and losses are generated when 
there are variations in the actuarial assumptions and differences between the actual and the 
estimated return on plan assets for that year. the company’s pension liability is impacted by 
these actuarial gains or losses.

11.
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in the case of the Company’s funded plan, the defined benefit obligation is offset against the 
fair value of plan assets. a pension liability is recognized in the balance sheet if the defined 
benefit obligation exceeds the fair value of plan assets. a pension asset is recognized ( and  
reported under other assets in the balance sheet ) if the fair value of plan assets exceeds the 
defined benefit obligation and if the Company has a right of reimbursement against the fund 
or a right to reduce future payments to the fund. 

under defined contribution plans, the Company pays defined contributions during the  
employee’s service life which satisfies all obligations of the Company to the employee. the  
Company has a defined contribution plan in north america.

deFined BeneFit pensiOn plans
during the first quarter of 2002, FMCh, the Company’s north america subsidiary, curtailed  
its defined benefit and supplemental executive retirement plans. under the curtailment 
amendment for substantially all employees eligible to participate in the plan, benefits have 
been frozen as of the curtailment date and no additional defined benefits for future services 
will be earned. the Company has retained all employee benefit obligations as of the  
curtailment date. each year FMCh contributes at least the minimum amount required by  
the Employee Retirement Income Security Act of 1974, as amended. there was no minimum 
funding requirement for FMCh for the defined benefit plan in 2007. FMCh voluntarily  
contributed $ 1,173 during 2007. expected funding for 2008 is $ 853.

the benefit obligation for all defined benefit plans at december 31, 2007, is $ 331,649 ( 2006: 
$ 334,375 ) which consists of the benefit obligation of $ 218,009 ( 2006: $ 226,458 ) for the 
north america funded plan and the benefit obligation of $ 113,640 ( 2006: $ 107,917 ) for the 
german unfunded plan. the benefit obligation includes $ 218,009 ( 2006: $ 220,367 ) which  
is funded by plan assets and $ 113,640 ( 2006: $ 114,008 ) which is unfunded. 

the following table shows the changes in benefit obligations, the changes in plan assets,  
and the funded status of the pension plans. Benefits paid as shown in the changes in benefit  
obligations represent payments made from both the funded and unfunded plans while the 
benefits paid as shown in the changes in plan assets include only benefit payments from the 
Company’s funded benefit plan.
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change in benefit ObligatiOn
Benefit obligation at beginning of year
Foreign currency translation 
service cost
interest cost
transfer of plan participants
actuarial (gain) loss 
Benefits paid
beneFiT ObLigATiOn AT end OF yeAr

change Of plan assets
Fair value of plan assets at beginning of year
actual return on plan assets
employer contributions
Benefits paid
FAir vALue OF pLAn AsseTs AT end OF yeAr

Funded sTATus AT yeAr end

 334,375
 12,193
 8,835
 18,506
 670
 (36,637)
 (6,293)
 331,649

 

 220,367
 12,276
 1,173
 (5,235)
 228,581

 

 103,068

 

 320,975
 10,843
 8,113
 16,945
 (728)
 (16,194)
 (5,579)
 334,375
 
 

 196,013
 18,128
 10,982
 (4,756)
 220,367          

114,008

$ in thousands 2007 2006

funded status Of emplOyee benefit plans

the net amount recognized at december 31, 2007, consists of Balance sheet items of a  
pension liability of $ 113,640 and an asset of $ 10,572. the pension liability includes a current 
portion of $ 2,288 ( 2006: $ 1,692 ) which is recognized as a current liability in the line item 
 “accrued expenses and other current liabilities” in the balance sheet. the non-current portion 
of $ 111,352 ( 2006: $ 112,316 ) is recorded as non-current pension liability in the balance sheet. 
the total pension liability relates to the german plan. at december 31, 2007, total prepaid 
pension costs in the amount of $ 10,572 relate to the north america plan and are recorded 
within other assets in the balance sheet. approximately 86 % of the beneficiaries are located 
in north america with the majority of the remaining 14 % located in germany.

the accumulated benefit obligation for all defined benefit pension plans was $ 312,459 and 
$ 315,935 at december 31, 2007 and 2006, respectively. the accumulated benefit obligation 
for all defined benefit pension plans with an obligation in excess of plan assets was $ 96,659 
and $ 315,935 at december 31, 2007 and 2006, respectively; the related plan assets had a  
fair value of $ 220,367 at december 31, 2006.

the pre-tax changes in the table below for 2007 reflect actuarial losses ( gains ) in other  
comprehensive income relating to pension liabilities. the pre-tax changes in the table below 
for 2006 reflect actuarial losses ( gains ) in other comprehensive income relating to pension  
liabilities and changes to additional minimum liability. as of december 31, 2007, there  
are no cumulative effects of prior service costs included in other comprehensive income.
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AdJusTmenT reLATed TO pensiOns AT JAnuAry 1, 2006 

additions
releases
adjustment Fas 158
Foreign currency translation adjustment
AdJusTmenTs reLATed TO pensiOns AT december 31, 2006

additions
releases
Foreign currency translation adjustment
AdJusTmenTs reLATed TO pensiOns AT december 31, 2007

 

 –
 –
 –
 84,104

–
 84,104
  

(32,551)
(5,163)

 1,985
 48,375          

 

 92,180

 –
 (28,189)
 (65,664)

1,673
 –
 

 –
 –
 –
 –       

$ in thousands actuarial losses additional minimum
 (gains) liability

Other cOmprehensive incOme (lOss) related tO pensiOn liabilities

 6.16 %
 4.16 %

 5.52 %
 4.18 %

discount rate
rate of compensation increase

 2007 2006

weighted average assumptiOns fOr benefit ObligatiOns

 8,835
 18,506
 (16,362)
 5,163
 –
 –
 16,142

 8,113
 16,945
 (15,361)
 8,420
 846
 238
 19,201

$ in thousands 2007 2006

service cost
interest cost
expected return on plan assets
amortization unrealized losses
amortization of prior service cost
settlement loss
neT periOdic beneFiT cOsTs

cOmpOnents Of net periOdic benefit cOst

the actuarial loss expected to be amortized from other comprehensive income into net  
periodic pension cost over the next year is $ 1,599.

the discount rates for all plans are based upon yields of portfolios of highly rated equity and 
debt instruments with maturities that mirror the plan’s benefit obligation. the Company’s  
discount rate is the weighted average of these plans based upon their benefit obligations at 
december 31, 2007. the following weighted-average assumptions were utilized in determin-
ing benefit obligations as of december 31: 

the defined benefit pension plans’ net periodic benefit costs are comprised of the following 
components for each of the years ended december 31:
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 5.52 %
 7.50 %
 4.18 %

 5.16 %
 7.50 %
 4.18 %

discount rate
expected return of plan assets
rate of compensation increase

 2007 2006

weighted average assumptiOns fOr net periOdic benefit cOst

 10,0317,903 82,41311,87510,7208,862

$ in thousands 2008 2009 2010 2011 2012 2013  
      through  
      2017

expected benefit payments

the following weighted-average assumptions were used in determining net periodic benefit 
cost for the year ended december 31:

expected benefit payments for the next five years and in the aggregate for the five years 
thereafter are as follows:

plan investMent pOliCY and strategY
For the north america funded plan, the Company periodically reviews the assumption for 
long-term expected return on pension plan assets. as part of the assumptions review, inde-
pendent consulting actuaries determine a range of reasonable expected investment returns 
for the pension plan as a whole based on their analysis of expected future returns for each 
asset class weighted by the allocation of the assets. the range of returns developed relies 
both on forecasts, which include the actuarial firm’s expected long-term rates of return for 
each significant asset class or economic indicator, and on broad-market historical benchmarks 
for expected return, correlation, and volatility for each asset class. as a result, the Company’s 
expected rate of return on pension plan assets was 7.5 % for 2007.

the investment policy, utilizing a target investment allocation of 36 % equity and 64 % long-
term u.s. bonds, considers that there will be a time horizon for invested funds of more than 
5 years. the total portfolio will be measured against a policy index that reflects the asset class 
benchmarks and the target asset allocation. the plan policy does not allow investments in  
securities of the Company or other related party securities. the performance benchmarks for 
the separate asset classes include: s&p 500 index, russell 2000 growth index, MsCi eaFe 
index, lehman u.s. long government / Credit bond index and the hFri Fund of Funds index. 
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the following schedule describes FMCh’s allocation for its plans:

deFined COntriButiOn plans
Most FMCh employees are eligible to join a 401(k) savings plan. employees can deposit up  
to 75 % of their pay up to a maximum of $ 15.5 if under 50 years old ($ 20.5 if 50 or over) 
under this savings plan. the Company will match 50 % of the employee deposit up to a  
maximum Company contribution of 3 % of the employee’s pay. the Company’s total expense 
under this defined contribution plan for the years ended december 31, 2007 and 2006 was 
$ 23,534 and $ 19,900 respectively.

MandatOrilY redeeMaBle trust preFerred seCurities

the Company issued trust preferred securities through Fresenius Medical Care Capital trusts, 
statutory trusts organized under the laws of the state of delaware. FMC-ag & Co. Kgaa 
owns all of the common securities of these trusts. the sole asset of each trust is a senior  
subordinated note of FMC-ag & Co. Kgaa or a wholly-owned subsidiary of FMC-ag & Co. 
Kgaa. FMC-ag & Co. Kgaa, d-gmbh and FMCh have guaranteed payment and performance 
of the senior subordinated notes to the respective Fresenius Medical Care Capital trusts. the 
trust preferred securities are guaranteed by FMC-ag & Co. Kgaa through a series of under-
takings by the Company, FMCh and d-gmbh.

the trust preferred securities entitle the holders to distributions at a fixed annual rate of the 
stated amount and are mandatorily redeemable after 10 years. earlier redemption at the  
option of the holders may also occur upon a change of control followed by a rating decline 
or defined events of default including a failure to pay interest. upon liquidation of the trusts, 
the holders of trust preferred securities are entitled to a distribution equal to the stated 
amount. the trust preferred securities do not hold voting rights in the trust except under lim-
ited circumstances. the Company redeemed the securities due on February 1, 2008, primarily 
with funds obtaind under its existing credit facilities.

12.

 allocation 2007 allocation 2006 target 
   allocation 

equity securities
debt securities
TOTAL

 32 %
 68 %
 100 %

 36 %
 64 %
 100 %

 38 %
 62 %
 100 %

categOries Of plan assets
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443,985

  
225,802

  
223,684

  
440,311

 1,333,782

  
Feb. 1, 2008
  
Feb. 1, 2008

 
Jun. 15, 2011

 
Jun. 15, 2011
 

  
434,942

  
202,011

  
223,300

  
393,575

 1,253,828

  
7 7 / 8 %

  
7 3 / 8 %

  
7 7 / 8 %

  
7 3 / 8 %

 

  
$ 450,000 

  
 dM 300,000
  

 $ 225,000
  

 € 300,000 
 

  
1998

  
1998

  
2001

  
2001

 

Fresenius Medical Care  
Capital trust ii

Fresenius Medical Care  
Capital trust iii

Fresenius Medical Care  
Capital trust iv

Fresenius Medical Care  
Capital trust v

TOTAL

in thousands and except Year issued stated amount interest rate Mandatory 2007 2006 
stated amounts in $    redemption 
    date  

trust preferred securities

13.

the indentures governing the notes held by the Fresenius Medical Care Capital trusts contain 
affirmative and negative covenants with respect to the Company and its subsidiaries and 
other payment restrictions. some of the covenants limit the Company’s indebtedness and its 
investments, and require the Company to maintain certain ratios defined in the indentures. 
as of december 31, 2007, the Company is in compliance with all financial covenants under 
all trust preferred securities agreements.

the trust preferred  securities outstanding as of december 31, 2007 and 2006 are as follows:

sharehOlders’ eQuitY 

Capital stOCK
the general partner has no equity interest in the Company and, therefore, does not participate 
in either the assets or the profits and losses of the Company. however, the general partner is 
compensated for all outlays in connection with conducting the Company’s business, including 
the remuneration of members of the management board and the supervisory board ( see note 4 ).

the general meeting of a partnership limited by shares may approve authorized Capital 
( genehmigtes Kapital ). the resolution creating authorized Capital requires the affirmative 
vote of a majority of three quarters of the capital represented at the vote and may authorize 
the management board to issue shares up to a stated amount for a period of up to five years. 
the nominal value of the authorized Capital may not exceed half of the capital stock at the 
time of the authorization. 

in addition, the general meeting of a partnership limited by shares may create Conditional 
Capital ( bedingtes Kapital ) for the purpose of issuing (i) shares to holders of convertible 
bonds or other securities which grant a right to shares, (ii) shares as the consideration in a 
merger with another company, or (iii) shares offered to management or employees. in each 
case, the authorizing resolution requires the affirmative vote of a majority of three quarters 
of the capital represented at the vote. the nominal value of the Conditional Capital may not 
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exceed half or, in the case of Conditional Capital created for the purpose of issuing shares 
to management and employees, 10 % of the company’s capital at the time of the resolution. 

all resolutions increasing the capital of a partnership limited by shares also require the  
consent of the general partner for their effectiveness. 

authOrized Capital
By resolution of the egM of shareholders on august 30, 2005, Management ag was autho-
rized, with the approval of the supervisory board, to increase, on one or more occasions, the 
Company’s share capital until august 29, 2010 by a maximum amount of € 35,000 through 
issue of new ordinary shares against cash contributions, authorized Capital i. the general 
partner is entitled, subject to the approval of the supervisory board, to decide on the exclu-
sion of statutory pre-emption rights of the shareholders. however, such an exclusion of  
pre-emption rights will be permissible for fractional amounts. additionally, the newly issued 
shares may be taken up by certain credit institutions determined by the general partner  
if such credit institutions are obliged to offer the shares to the shareholders ( indirect pre-
emption rights ).

in addition, by resolution of the egM of shareholders on august 30, 2005, the general part-
ner was authorized, with the approval of the supervisory board, to increase, on one or more 
occasions, the share capital of the Company until august 29, 2010 by a maximum amount of 
€ 25,000 through the issue of new ordinary shares against cash contributions or contributions 
in kind, authorized Capital ii. the general partner is entitled, subject to the approval of the 
supervisory board, to decide on an exclusion of statutory pre-emption rights of the share-
holders. however, such exclusion of pre-emption rights will be permissible only if (i) in case of 
a capital increase against cash contributions, the nominal value of the issued shares does not 
exceed 10 % of the nominal share value of the Company’s share capital and the issue price 
for the new shares is at the time of the determination by the general partner not significantly 
lower than the stock exchange price in germany of the existing listed shares of the same 
type and with the same rights or, (ii) in case of a capital increase against contributions in kind, 
the purpose of such increase is to acquire an enterprise, parts of an enterprise or an interest 
in an enterprise. 

the Company’s authorized Capital i and authorized Capital ii became effective upon regis-
tration with the commercial register of the local court in hof an der saale on February 10, 2006.

COnditiOnal Capital
By resolution of the Company’s annual general Meeting of shareholders (“agM”) on May 9, 
2006, as amended by the agM on May 15, 2007, resolving a three-for-one share split, the 
Company’s share capital was conditionally increased by up to € 15,000 corresponding to  
15 million ordinary shares with no par value and a nominal value of € 1.00. this Conditional 
Capital increase can only be effected by the exercise of stock options under the Company’s 
stock Option plan 2006 with each stock option awarded exercisable for one ordinary share 
( see note 15 ). the Company has the right to deliver ordinary shares that it owns or purchases in 
the market in place of increasing capital by issuing new shares. 
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through the Company’s other employee participation programs, the Company has issued 
convertible bonds and stock option / subscription rights ( Bezugsrechte ) to employees and the 
members of the Management Board of the general partner and employees and members of 
management of affiliated companies that entitle these persons to receive preference shares 
or, following the conversion offer in 2005 ( see note 2 ), ordinary shares. at december 31, 2007, 
275,426 convertible bonds or options for preference shares remained outstanding with a  
remaining average term of 4.6 years and 9,973,441 convertible bonds or options for ordinary 
shares remained outstanding with a remaining average term of 5.96 years under these  
programs. For the year ending december 31, 2007, 66,652 options for preference shares and 
1,336,910 options for ordinary shares had been exercised under these employee participation 
plans and € 27,889 ($ 38,757) remitted to the Company.

as the result of the Company’s three-for-one stock split for both preference and ordinary 
shares on June 15, 2007, and with the approval of the shareholders as the annual general 
Meeting on May 15, 2007, the Company’s Conditional Capital was increased by € 4,454 
( $ 6,557 ). Conditional Capital available for all programs at december 31, 2007 is € 29,228 
( $ 43,027 ) which includes € 15,000 ( $ 22,08282 ) for the 2006 plan and € 14,228 ( $ 20,945 ) 
for all other plans.

dividends
under german law, the amount of dividends available for distribution to shareholders is 
based upon the unconsolidated retained earnings of Fresenius Medical Care ag & Co. Kgaa 
as reported in its balance sheet determined in accordance with the german Commercial 
Code ( Handelsgesetzbuch ). 

if no dividends on the Company’s preference shares are declared for two consecutive years 
after the year for which the preference shares are entitled to dividends, then the holders of 
such preference shares would be entitled to the same voting rights as holders of ordinary 
shares until all arrearages are paid. in addition, the payment of dividends by FMC-ag & Co. 
Kgaa is subject to limitations under the 2006 senior Credit agreement ( see note 10 ).

Cash dividends of $ 188,407 for 2006 in the amount of € 0.49 per preference share and € 0.47 
per ordinary share were paid on May 16, 2007.

Cash dividends of $ 153,720 for 2005 in the amount of € 0.43 per preference share and € 0.41 
per ordinary share were paid on May 10, 2006.
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numeratOrs
net income
less
 dividend preference on preference shares
incOme AvAiLAbLe TO ALL cLAss OF shAres

denOminatOrs
weighted average number of
 Ordinary shares outstanding
 preference shares outstanding
total weighted average shares outstanding
potentially dilutive ordinary shares
potentially dilutive preference shares
total weighted average ordinary shares outstanding assuming dilution
total weighted average preference shares outstanding assuming dilution

Basic income per ordinary share
plus preference per preference share
Basic income per preference share

Fully diluted income per ordinary share
plus preference per preference share
Fully diluted income per preference share

 717,130
 
 103
 717,027
 
 

 
 291,929,141

3,739,470
295,668,611

1,079,683
127,324

293,008,824
3,866,794

2.43 
0.02 
2.45 

2.42 
0.02 
2.44 

 536,746
 
 90
 536,656
 
 

 
 290,621,904
 3,575,376
 294,197,280
 1,673,649
 140,976
 292,295,553
 3,716,352

 1.82 
 0.03 
 1.85 

 1.81 
 0.03 
 1.84 

$ in thousands, except per share data 2007 2006

recOnciliatiOn Of basic and diluted earnings per share

earnings per share

the following table is a reconciliation of the numerators and denominators of the basic and 
diluted earnings per share computations and shows the basic and fully diluted income per  
ordinary and preference share for the years ending december 31: 

stOCK OptiOns

in connection with its stock option program, the Company incurred compensation expense 
of $ 24,208 and $ 16,610 for the years ending december 31, 2007 and 2006 respectively. 
there were no capitalized compensation costs in any of the three years presented. the Com-
pany also recorded a related deferred income tax of $ 6,880 and $ 4,599 for the years ending 
december 31, 2007 and 2006 respectively. effective January 1, 2006, the Company adopted 
the provisions of Fas 123( r ) using the modified prospective transition method ( see note 1t ).  
as a result of the adoption of this standard, the Company incurred compensation costs of 
$ 14,258 for 2006, which would not have been recognized under its previous accounting  
policy in accordance with apB Opinion no. 25. 

stOCK OptiOns and Other share-Based plans
at december 31, 2007, the Company has awards outstanding under various stock-based 
compensation plans.

14.

15.
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inCentive plan
in 2006, Fresenius Medical Care Management ag adopted a three-year performance related 
compensation plan for fiscal years 2006, 2007 and 2008, for the members of its management 
board in the form of a variable bonus. a special bonus component (award) for some of  
the management board members consists in equal parts of cash payments and a share price  
related compensation based on Fresenius Medical Care ag & Co. Kgaa’s ordinary shares.  
the amount of the award in each case depends on the achievement of certain performance 
targets. the targets are measured by reference to revenue increases, operating income, net 
income, and cash flow development. Once the annual targets are achieved, the cash portion 
of the award is paid after the end of the respective fiscal year. the share-based compensation 
portion of the award is granted but subject to a three-year vesting period beginning after the 
respective fiscal year in which the target has been met and is amortized over the same three-
year vesting period. the payment of the share-based compensation portion corresponds to 
the share price of Fresenius Medical Care ag & Co. Kgaa’s ordinary shares on exercise, i.e.  
at the end of the vesting period, and is also made in cash. the share-based compensation is 
revalued each reporting period during the vesting period to reflect the market value of the 
stock as of the reporting date with any changes in value recorded in the reporting period. 
the initial share-based compensation incurred under this plan for target years 2007 and 2006 
was $ 4,595 and $ 3,362, respectively. 

Fresenius MediCal Care ag & CO. Kgaa stOCK OptiOn plan 2006
On May 9, 2006, as amended on May 15, 2007, the Fresenius Medical Care ag & Co. Kgaa 
stock Option plan 2006 ( the “amended 2006 plan”) was established by resolution of the 
Company’s agM with a conditional capital increase up to € 15,000 subject to the issue of up 
to fifteen million no par value bearer ordinary shares with a nominal value of € 1.00 each. 
under the 2006 plan, up to fifteen million options can be issued, each of which can be exer-
cised to obtain one ordinary share, with up to three million options designated for members 
of the Management Board of the general partner, up to three million options designated for 
members of management boards of direct or indirect subsidiaries of the Company and up  
to nine million options designated for managerial staff members of the Company and such 
subsidiaries. with respect to participants who are members of the general partner’s Manage-
ment Board, its supervisory Board has sole authority to grant stock options and exercise other 
decision making powers under the amended 2006 plan ( including decisions regarding  
certain adjustments and forfeitures ). the general partner has such authority with respect  
to all other participants in the amended 2006 plan.

Options under the amended 2006 plan can be granted the last Monday in July and / or the 
first Monday in december. the exercise price of options granted under the amended 2006 
plan shall be the average closing price on the Frankfurt stock exchange of the Company’s  
ordinary shares during the 30 calendar days immediately prior to each grant date. Options 
granted under the amended 2006 plan have a seven-year term but can be exercised only 
after a three-year vesting period. the vesting of options granted is subject to satisfaction of 
success targets measured over a three-year period from the grant date. For each such year, 
the success target is achieved if the Company’s adjusted basic income per ordinary share 
(“eps”), as calculated in accordance with the amended 2006 plan, increases by at least  
8 % year over year during the vesting period, beginning with eps for the year of grant as 
compared to eps for the year preceding such grant. Calculation of eps under the amended 
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2006 plan excluded, among other items, the costs of the transformation of the Company’s 
legal form and the conversion of preference shares into ordinary shares. For each grant, one-
third of the options granted are forfeited for each year in which eps does not meet or exceed 
the 8 % target. the success target for 2007 and 2006 was met. vesting of the portion or  
portions of a grant for a year or years in which the success target is met does not occur until 
completion of the entire three-year vesting period. upon exercise of vested options, the 
Company has the right to issue ordinary shares it owns or that it purchases in the market in 
place of increasing capital by the issuance of new shares.
 
during 2007, the Company awarded 2,395,962 options, including 398,400 options granted 
to members of the Management Board of the general partner, at a weighted average exer-
cise price of $ 46.22 ( € 33.91 ), a weighted average fair value of $ 13.23 ( € 9.71 ) each and a 
total fair value of $ 31,709, which will be amortized on a straight line basis over the three-year 
vesting period. 

during 2006, the Company awarded 2,316,840 options, including 398,400 to members of 
the Management Board of the general partner, at a weighted average exercise price of $ 40.23 
(€ 30.54 ), a weighted average fair value of $ 13.02 ( € 9.88 ) each and a total fair value of 
$ 30,158, which will be amortized on a straight line basis over the three-year vesting period.

Options granted under the 2006 plan to us participants are non-qualified stock options 
under the united states internal revenue Code of 1986, as amended. Options under the 
2006 plan are not transferable by a participant or a participant’s heirs, and may not be 
pledged, assigned, or otherwise disposed of.

Fresenius MediCal Care 2001 internatiOnal stOCK OptiOn plan
under the Fresenius Medical Care 2001 international stock incentive plan ( the “2001 plan”), 
options in the form of convertible bonds with a principal of up to € 10,240 were issued to the 
members of the Management Board and other employees of the Company representing 
grants for up to 4 million non-voting preference shares. the convertible bonds originally had 
a par value of € 2.56 and bear interest at a rate of 5.5 %. in connection with the share split, 
the principal amount was adjusted in the same proportion as the share capital out of the 
capital increase and the par value of the convertible bonds was adjusted to € 0.85 without  
affecting the interest rate. except for the members of the Management Board, eligible em-
ployees may purchase the bonds by issuing a non-recourse note with terms corresponding  
to the terms of and secured by the bond. the Company has the right to offset its obligation 
on a bond against the employee’s obligation on the related note; therefore, the convertible 
bond obligations and employee note receivables represent stock options issued by the Com-
pany and are not reflected in the Consolidated Financial statements. the options expire ten 
years from issuance and can be exercised beginning two, three or four years after issuance. 
Compensation costs related to awards granted under this plan are amortized on a straight-
line basis over the vesting period for each separately vesting portion of the awards. Bonds  
issued to Management Board members who did not issue a note to the Company are recog-
nized as a liability on the Company’s balance sheet. Options granted in 2005 had a weighted 
average exercise price of $ 27.38 ( € 20.79 ), weighted average fair value of $ 7.44 ( € 6.23 ), 
and total fair value of $ 23,312 ( € 19,535 ).
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9,222

 2,396
 1,337
 308
 9,973

 

368

 67
 26
 275

20.39

 33.91
 20.18
 27.64
 26.64

 

16.19

 15.10
 19.23
 16.16

30.02

 49.92
 29.71
 40.69
 39.22

 

23.83

 22.23
 28.31
 23.79

OptiOns Of Ordinary shares
bALAnce AT december 31, 2006 

granted
excercised
Forfeited

bALAnce AT december 31, 2007 

 

OptiOns fOr preference shares
bALAnce AT december 31, 2006 

exercised
Forfeited

bALAnce AT december 31, 2007

recOnciliatiOn Of OptiOns Outstanding
 Options weighted average exercise price
 (in thousands)
   in € in $

upon issuance of the option, the employees had the right to choose options with or without 
a stock price target. the conversion price of options subject to a stock price target corresponds 
to the stock exchange quoted price of the preference shares upon the first time the stock  
exchange quoted price exceeds the initial value by at least 25 %. the initial value (“initial 
value”) is the average price of the preference shares during the last 30 trading days prior to 
the date of grant. in the case of options not subject to a stock price target, the number of 
convertible bonds awarded to the eligible employee would be 15 % less than if the employee 
elected options subject to the stock price target. the conversion price of the options without  
a stock price target is the initial value. each option entitles the holder thereof, upon payment 
of the respective conversion price, to acquire one preference share. effective May 2006, no 
further grants can be issued under the 2001 plan and no options were granted under the 
2001 plan during 2006.

at december 31, 2007, the Management Board members of the general partner, held 
1,922,628 stock options for ordinary shares and employees of the Company held 8,050,813 
stock options for ordinary shares and 275,426 stock options for preference shares, under the 
various stock-based compensation plans of the Company. the table below provides reconcili-
ations for options outstanding at december 31, 2007, as compared to december 31, 2006.
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 21.74 
 30.03 

 14.77 
 20.40 

 4,158 
 54,326 

 3.58 
 4.88 

 202 
 3,335 

 6,122 
 79,973 

OptiOns
For preference shares
For ordinary shares

fully vested Outstanding and exercisable OptiOns
 Options weighted weighted average exercise price aggregate intrinsic value
 (in thousands) average
  remaining in €   in $ in €   in $
  contractual life
  in years

  2007 2006

expected dividend yield
risk-free interest rate
expected volatility
expected life of options
exercise price in € 
exercise price in $

 1.93 %
 4.19 %
 27.13 %
 7 years
 33.91
 46.22

1.64 %
 3.78 %
 30.03 %
 7 years
 30.54
 40.23

weighted-average assumptiOns

the following table provides a summary of fully vested options outstanding and exercisable 
for both preference and ordinary shares at december 31, 2007:

at december 31, 2007, there were $ 47,152 of total unrecognized compensation costs related 
to non-vested options granted under all plans. these costs are expected to be recognized 
over a weighted-average period of 1.6 years. 

during the years ended december 31, 2007 and 2006 the company received cash of $ 38,757 
and $ 46,524 respectively, from the exercise of stock options. the intrinsic value of options 
exercised for the twelve-month periods ending december 31, 2007 and 2006 were $ 27,591 
and $ 27,270 respectively. a related tax benefit to the Company of $ 8,177 and $ 7,428 for 
the years ending december 31, 2007 and 2006, respectively, was recorded as cash provided 
from financing activities. 

Fair value inFOrMatiOn
the Company used a binomial option-pricing model in determining the fair value of the 
awards under the 2006 plan. Option valuation models require the input of highly subjective 
assumptions including expected stock price volatility. the Company’s assumptions are based 
upon its past experiences, market trends and the experiences of other entities of the same 
size and in similar industries. expected volatility is based on historical volatility of the Compa-
ny’s shares. to incorporate the effects of expected early exercise in the model, an early exer-
cise of vested options was assumed as soon as the share price exceeds 200 % of the exercise 
price. the Company’s stock options have characteristics that vary significantly from traded 
options and changes in subjective assumptions can materially affect the fair value of the  
option. the assumptions used to determine the fair value of the 2007 and 2006 grants are  
as follows:
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 225,963 
 781,868 
 201,244 
 1,209,075 

167,258
 645,360
 154,263
 966,881

$ in thousands 2007 2006

germany
united states
Other
TOTAL

incOme befOre incOme taxes

 

 124,598 
 283,350 
 75,534 
 483,482 
 

 (11,377) 
4,052 

 (10,505) 
 (17,830) 

 465,652 

 

 107,609
 150,550
  57,462
 315,621
 

 (15,219)
 118,800
 (5,713)
 97,868

 413,489

current
germany
united states
Other

deferred
germany
united states
Other

TOTAL

$ in thousands 2007 2006

expense (benefit) fOr incOme taxes

inCOMe taxes

income before income taxes and minority interest is attributable to the following geographic 
locations:

income tax expense (benefit) for the years ended december 31, 2007 and 2006 consisted of 
the following:

in 2007 and 2006 the Company is subject to german federal corporation income tax at a 
base rate of 25 % plus a solidarity surcharge of 5.5 % on federal corporation taxes payable. 

16.
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 465,131 
 (50,131) 
 (5,434) 

5,081 
41,868 

– 
 (4,257) 

13,394
 465,652 

 38.5%

 371,959
 (33,912)
 (3,013)
 17,055
 41,332
 29,128
 –
 (9,060)
 413,489

 42.8 %

expected corporate income tax expense
tax free income
Foreign tax rate differential
non-deductible expenses
taxes for prior years
tax on divestitures
Change of german tax rate   
Other
AcTuAL incOme TAx expense

eFFecTive TAx rATe

$ in thousands 2007 2006

recOnciliatiOn Of incOme taxes

the german Business tax reform act ( Unternehmensteuerreformgesetz 2008 ) was enacted 
in the third quarter 2007 resulting in a reduction of the corporate income tax rate from 25 % 
to 15 % for german companies. this reduction together with technical changes to trade tax 
rules will reduce the Company’s german entities’ combined corporate income tax rate effec-
tive as of January 1, 2008. deferred tax assets and liabilities for german entities which will  
be realized in 2008 and beyond, were revalued to reflect the new enacted tax rate. the reval-
uation of deferred tax assets and liabilities resulted in a deferred tax benefit of $ 4,257 which 
has been included in operations for the year ended december 31, 2007.

a reconciliation between the expected and actual income tax expense is shown below. the 
expected corporate income tax expense is computed by applying the german corporation  
tax rate ( including the solidarity surcharge ) and the effective trade tax rate on income before 
income taxes and minority interest. the respective combined tax rates are 38.47 % for the  
fiscal years ended december 31, 2007 and 2006.
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deferred tax assets
accounts receivable, primarily due to allowance for doubtful accounts

inventory, primarily due to additional costs capitalized  
for tax purposes, and inventory reserve accounts

plant, equipment, intangible assets and other non current assets, 
principally due to differences in depreciation and amortization

accrued expenses and other liabilities for financial accounting 
purposes, not currently tax deductible

net operating loss carryforwards
derivatives
Other
TOTAL deFerred TAx AsseTs

less valuation allowance
neT deFerred TAx AsseTs

deferred tax liabilities
accounts receivable, primarily due to allowance for doubtful accounts
inventory, primarily due to inventory reserve accounts for tax purposes

accrued expenses and other liabilities deductible for tax 
prior to financial accounting recognition

plant, equipment and intangible assets, principally due to differences 
in depreciation and amortization

derivatives
Other
TOTAL deFerred TAx LiAbiLiTies

neT deFerred TAx AsseTs (LiAbiLiTies)

 

 37,572 
 

 42,301 
  

50,829 
  
 321,665 
 64,792 
 22,260 
 10,716 
 550,135 

 (51,326)
 498,809 

 13,630 
 6,306 
  

4,286 
 

 400,408 
 14,636 
 20,587 
 459,853 

 38,956 

 

 42,753
 

 32,512
  

45,949
  
 253,730
 37,965
 8,313
 10,978
 432,200

 (41,231)
 390,969

 10,398
 6,994
  

30,714
 

 302,187
 33,831
 45,491
 429,615

 (38,646)

$ in thousands 2007 2006

deferred incOme tax assets and liabilities

 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 without total 
          and expiration 
          thereafter date

15,164 186,50061,83911,80914,861 9,679

net Operating lOss carryfOrwards  $ in thousands

13,94519,8899,9265,1916,91417,283

the tax effects of the temporary differences that give rise to deferred tax assets and liabilities 
at december 31, 2007 and 2006, are presented below:

the valuation allowance increased by $ 10,095 in 2007 and decreased by $ 4,915 in 2006.

the expiration of net operating losses is as follows:
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in assessing the realizability of deferred tax assets, management considers whether it is more-
likely-than-not that some portion or all of the deferred tax assets will not be realized. the  
ultimate realization of deferred tax assets is dependent upon the generation of future taxable 
income during the periods in which those temporary differences become deductible. Man-
agement considers the scheduled reversal of deferred tax liabilities and projected future  
taxable income in making this assessment. Based upon the level of historical taxable income 
and projections for future taxable income over the periods in which the deferred tax assets 
are deductible, management believes it is more-likely-than-not the Company will realize  
the benefits of these deductible differences, net of the existing valuation allowances at  
december 31, 2007.

the Company provides for income taxes on the cumulative earnings of foreign subsidiaries 
that will not be reinvested. during the year 2007, the Company provided for $ 1,600 of  
deferred tax liabilities associated with earnings that are likely to be distributed in 2008.  
provision has not been made for additional taxes on $ 1,642,215 undistributed earnings of 
foreign subsidiaries as these earnings are considered permanently reinvested.

dividends from german subsidiaries are 95 % tax-exempt, i.e. 5 % of dividend income is  
taxable for corporate tax purposes and 5 % of capital gains from the disposal of foreign and 
domestic shareholdings is subject to the combined corporate income and trade tax rate ( tax 
is therefore about 2 % on the capital gain ). this includes any gains resulting from the reversal 
of previous write-downs. Capital losses on the disposal of such shareholdings and write-down 
on the cost of investment are not tax deductible whereas, by contrast, 5 % of the income 
from reversing write-downs is subject to taxation. Management does not anticipate that these 
rules will result in significant additional income tax expense in future fiscal years.

the Company adopted FasB interpretation no. 48 (“Fin 48”), Accounting for Uncertainty in 
Income Taxes – an interpretation of FASB Statement No. 109 Accounting for Income Taxes 
(“Fas 109”) as of January 1, 2007. Fin 48 prescribes a two step approach to the recognition 
and measurement of all tax positions taken or expected to be taken in a tax return. the  
enterprise must determine whether it is more-likely-than-not that a tax position will be sus-
tained upon examination, including resolution of any related appeals or litigation processes, 
based on the technical merits of the position. if the threshold is met, the tax position is  
measured at the largest amount of benefit that is greater than 50 % likely of being realized 
upon ultimate settlement and is recognized in the financial statements. the implementation 
of this interpretation had no impact on the assets and liabilities of the Company.
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FMC-ag & Co. Kgaa companies are subject to tax audits in germany and the u.s. on a  
regular basis and on-going tax audits in other jurisdictions. in germany, the tax audit for the 
years 1998 until 2001 is substantially finalized with all results of this tax audit sufficiently  
recognized in the financial statements as of december 31, 2006. Fiscal years 2002 through 
2005 are currently under audit and fiscal years 2006 and 2007 are open to audit. the Com-
pany filed a lawsuit against the decision of the tax authority regarding the disallowance  
of certain deductions taken for fiscal year 1997 and has included the related unrecognized 
tax benefit in the total unrecognized tax benefit noted below.

in the u.s., except for refund claims the Company has filed relative to the disallowance of tax 
deductions with respect to certain civil settlement payments for 2000 and 2001, the federal 
tax audit for the years 1999 through 2001 is completed. the tax has been paid and all results 
are recognized in the financial statements as of december 31, 2006. the unrecognized tax 
benefit relating to these deductions is included in the total unrecognized tax benefit noted 
below. the Federal tax audit for the years 2002 through 2004 has been completed and the 
irs has issued its report. the audit report includes disallowance of a material amount of  
deductions taken during the audit period for interest expense related to intercompany man-
datorily redeemable preferred securities. the Company has filed a protest over the disallowed 
deductions and will avail itself of all remedies. an adverse determination with respect to any 
of the disputed disallowances could have a material adverse effect on our cash flows, tax  
expenses, net income and earnings per share. 

Fiscal years 2005 and 2006 are currently under audit. there are a number of state audits in 
progress and various years are open to audit in various states. all expected results have been 
recognized in the financial statements.

subsidiaries of FMC-ag & Co. Kgaa in a number of countries outside of germany and the 
u.s. are also subject to tax audits. the Company estimates that the effects of such tax audits 
are not material to these consolidated financial statements.
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$ in thousands   2007 
    
   

bALAnce AT JAnuAry 1, 2007  
increases in unrecognized tax benefits prior periods    
decreases in unrecognized tax benefits prior periods    
increases in unrecognized tax benefits current period    
Changes related to settlements with tax authorities    
reductions as a result of a lapse of the statute of limitations    
Foreign currency translation    
bALAnce AT december 31, 2007   

 302,552

 29,236
 (9,965)

14,893
 (2,960)

–
20,294

 354,050

unrecOgnized tax benefits (net Of interest)    

$ in thousands 2008 2009 2010 2011 2012 thereafter total 
       

 563,574  1,942,921 192,928 233,088 277,100 318,634 357,597

future minimum rental payments

upon adoption of Fin 48, the Company had $ 302,552 of unrecognized tax benefits including 
the amounts relating to the tax audit items for germany and the u.s. noted above. the  
following table shows the reconciliation of the beginning and ending amounts of unrecog-
nized tax benefits:

the vast majority of these unrecognized tax benefits would reduce the effective tax rate if 
recognized. the Company is currently not in a position to forecast the timing and magnitude 
of changes in the unrecognized tax benefits. 

during the year ended december 31, 2007 the Company recognized $ 15,612 in interest and 
penalties. the Company had $ 78,355 for the payment of interest and penalties accrued at 
december 31, 2007.

Operating leases

the Company leases buildings and machinery and equipment under various lease agreements 
expiring on dates through 2050. rental expense recorded for operating leases for the years 
ended december 31, 2007 and 2006 was $ 461,490 and $ 414,137 respectively.

Future minimum rental payments under noncancelable operating leases for the five years 
succeeding december 31, 2007 and thereafter are: 

17.
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legal prOCeedings

COMMerCial litigatiOn
the Company was originally formed as a result of a series of transactions it completed  
pursuant to the agreement and plan of reorganization dated as of February 4, 1996, by and 
between w.r. grace & Co. and Fresenius se, ( the “Merger”). at the time of the Merger, a 
w.r. grace & Co. subsidiary known as w.r. grace & Co.-Conn. had, and continues to have, 
significant liabilities arising out of product-liability related litigation ( including asbestos-related 
actions ), pre-Merger tax claims and other claims unrelated to national Medical Care, inc. 
(“nMC”), which was w.r. grace & Co.’s dialysis business prior to the Merger. in connection 
with the Merger, w.r. grace & Co.-Conn. agreed to indemnify the Company, FMCh, and 
nMC against all liabilities of w.r. grace & Co., whether relating to events occurring before  
or after the Merger, other than liabilities arising from or relating to nMC’s operations. w.r. 
grace & Co. and certain of its subsidiaries filed for reorganization under Chapter 11 of the  
u.s. Bankruptcy Code ( the “grace Chapter 11 proceedings”) on april 2, 2001. 

prior to and after the commencement of the grace Chapter 11 proceedings, class action  
complaints were filed against w.r. grace & Co. and FMCh by plaintiffs claiming to be credi-
tors of w.r. grace & Co.-Conn., and by the asbestos creditors’ committees on behalf of the 
w.r. grace & Co. bankruptcy estate in the grace Chapter 11 proceedings, alleging among 
other things that the Merger was a fraudulent conveyance, violated the uniform fraudulent 
transfer act and constituted a conspiracy. all such cases have been stayed and transferred to 
or are pending before the u.s. district Court as part of the grace Chapter 11 proceedings.

in 2003, the Company reached agreement with the asbestos creditors’ committees on behalf 
of the w.r. grace & Co. bankruptcy estate and w.r. grace & Co. in the matters pending in 
the grace Chapter 11 proceedings for the settlement of all fraudulent conveyance and tax 
claims against it and other claims related to the Company that arise out of the bankruptcy  
of w.r. grace & Co. under the terms of the settlement agreement as amended ( the “settle-
ment agreement”), fraudulent conveyance and other claims raised on behalf of asbestos 
claimants will be dismissed with prejudice and the Company will receive protection against 
existing and potential future w.r. grace & Co. related claims, including fraudulent convey-
ance and asbestos claims, and indemnification against income tax claims related to the non-
nMC members of the w.r. grace & Co. consolidated tax group upon confirmation of a w.r. 
grace & Co. bankruptcy reorganization plan that contains such provisions. under the settle-
ment agreement, the Company will pay a total of $ 115,000 without interest to the w.r. 
grace & Co. bankruptcy estate, or as otherwise directed by the Court, upon plan confirma-
tion. no admission of liability has been or will be made. the settlement agreement has been 
approved by the u.s. district Court. subsequent to the Merger, w.r. grace & Co. was  
involved in a multi-step transaction involving sealed air Corporation (“sealed air,” formerly 
known as grace holding, inc. ). the Company is engaged in litigation with sealed air to  

18.
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confirm its entitlement to indemnification from sealed air for all losses and expenses incurred  
by the Company relating to pre-Merger tax liabilities and Merger-related claims. under the 
settlement agreement, upon confirmation of a plan that satisfies the conditions of the  
Company’s payment obligation, this litigation will be dismissed with prejudice.

On april 4, 2003, FMCh filed a suit in the u.s. district Court for the northern district of Cali-
fornia, styled Fresenius usa, inc., et al., v. Baxter international inc., et al., Case no. C 03-1431, 
seeking a declaratory judgment that FMCh does not infringe on patents held by Baxter  
international inc. and its subsidiaries and affiliates (“Baxter”), that the patents are invalid, 
and that Baxter is without right or authority to threaten or maintain suit against FMCh for  
alleged infringement of Baxter’s patents. in general, the alleged patents concern the use of 
touch screen interfaces for hemodialysis machines. Baxter filed counterclaims against FMCh 
seeking more than $ 140,000 in monetary damages and injunctive relief, and alleging that 
FMCh willfully infringed on Baxter’s patents. On July 17, 2006, the court entered judgment  
on a jury verdict in favor of FMCh finding that all the asserted claims of the Baxter patents 
are invalid as obvious and / or anticipated in light of prior art. On February 13, 2007, the court 
granted Baxter’s motion to set aside the jury’s verdict in favor of FMCh and reinstated  
the patents and its prior infringement findings. Following a retrial on damages, the court  
entered judgment on november 6, 2007 in favor of Baxter on a jury award of $ 14,300. we 
intend to appeal the court’s rulings. 

FMC ag & Co. Kgaa’s australian subsidiary, Fresenius Medical Care australia pty limited 
(“Fresenius Medical Care australia”) and gambro pty limited and gambro aB ( together “the 
gambro group”) are in litigation regarding infringement and damages with respect to the 
gambro aB patent protecting intellectual property in relation to a system for preparation of 
dialysis or replacement fluid, the gambro Bicart device in australia (“the gambro patent”). 
as a result of the commercialization of a system for the preparation of dialysis fluid based on 
the Fresenius Medical Care Bibag device in australia, the australian courts concluded that 
Fresenius Medical Care australia infringed the gambro patent. the parties are still in legal 
dispute with respect to the issue of potential damages related to the patent infringement. as 
the infringement proceedings have solely been brought in the australian jurisdiction any po-
tential damages to be paid by Fresenius Medical Care australia will be limited to the potential 
losses of the gambro group caused by the patent infringement in australia.

Other litigatiOn and pOtential expOsures
rCg was named as a nominal defendant in a second amended complaint filed september 13, 
2006 in the Chancery Court for the state of tennessee twentieth Judicial district at nashville 
against former officers and directors of rCg which purports to constitute a class action  
and derivative action relating to alleged unlawful actions and breaches of fiduciary duty in  
connection with the rCg acquisition and in connection with alleged improper backdating 
and / or timing of stock option grants. the amended complaint was styled indiana state  
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district Council of laborers and hod Carriers pension Fund, on behalf of itself and all others  
similarly situated and derivatively on behalf of rCg, plaintiff, vs. rCg, gary Brukardt, william 
p. Johnston, harry r. Jacobson, Joseph C. hutts, william v. lapham, thomas a. lowery,  
stephen d. McMurray, peter J. grua, C. thomas smith, ronald hinds, raymond hakim and  
r. dirk allison, defendants. the complaint sought damages against former officers and direc-
tors and did not state a claim for money damages directly against rCg. On august 30, 2007, 
this suit was dismissed by the trial court without leave to amend. plaintiff subsequently  
appealed and the matter remains pending in the appellate court of tennessee.

in October 2004, FMCh and its subsidiaries, including rCg ( prior to the rCg acquisition ),  
received subpoenas from the u.s. department of Justice, eastern district of new York in con-
nection with a civil and criminal investigation, which requires production of a broad range  
of documents relating to FMCh’s and rCg’s operations, with specific attention to documents 
relating to laboratory testing for parathyroid hormone (“pth”) levels and vitamin d therapies. 
the Company is cooperating with the government’s requests for information. while the 
Company believes that it has complied with applicable laws relating to pth testing and use  
of vitamin d therapies, an adverse determination in this investigation could have a material 
adverse effect on the Company’s business, financial condition, and results of operations.

FMCh and its subsidiaries, including rCg ( prior to the rCg acquisition ), received a subpoena 
from the u.s. department of Justice, eastern district of Missouri, in connection with a joint 
civil and criminal investigation. FMCh received its subpoena in april 2005. rCg received its 
subpoena in august 2005. the subpoenas require production of a broad range of documents 
relating to FMCh’s and rCg’s operations, with specific attention to documents related to 
clinical quality programs, business development activities, medical director compensation and 
physician relationships, joint ventures, and anemia management programs, rCg’s supply 
company, pharmaceutical and other services that rCg provides to patients, rCg’s relation-
ships to pharmaceutical companies, and rCg’s purchase of dialysis equipment from FMCh. 
the Office of the inspector general of the u.s. department of health and human services 
and the u.s. attorney’s office for the eastern district of texas have also confirmed that they 
are participating in the review of the anemia management program issues raised by the u.s. 
attorney’s office for the eastern district of Missouri. On July 17, 2007, the u.s. attorney’s  
office filed a civil complaint against rCg and FMCh in its capacity as rCg’s current corporate 
parent in united states district Court, eastern district of Missouri. the complaint seeks mon-
etary damages and penalties with respect to issues arising out of the operation of rCg’s 
Method ii supply company through 2005, prior to the date of FMCh’s acquisition of rCg. 
the complaint is styled united states of america ex rel. Julie williams et al. vs. renal Care 
group, renal Care group supply Company and FMCh. the Company believes that rCg’s  
operation of its Method ii supply company was in compliance with applicable law and will 
defend this litigation vigorously. we will continue to cooperate in the ongoing investigation. 
an adverse determination in this investigation or litigation or any settlement arising out of 
this investigation or litigation could result in significant financial penalties, and any adverse 
determination in any litigation arising out of the investigation could have a material adverse 
effect on the Company’s business, financial condition and results of operations.
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in May 2006, rCg received a subpoena from the u.s. department of Justice, southern  
district of new York in connection with an investigation into rCg’s administration of its stock 
option programs and practices, including the procedure under which the exercise price was 
established for certain of the option grants. the subpoena required production of a broad 
range of documents relating to the rCg stock option program prior to the rCg acquisition.

the Company cooperated with the government’s requests for information and believes that 
we have completed the requested document production. the outcome and impact of this  
investigation cannot be predicted at this time.

in august 2007, the sheet Metal workers national pension Fund filed a complaint in the 
united states district Court for the Central district of California, western division ( los angeles ), 
alleging that amgen, inc., the Company and davita inc., marketed amgen’s products, epogen 
and aranesp, to hemodialysis patients for uses not approved by the Fda and thereby caused 
a putative class of commercial insurers to pay for unnecessary prescriptions of these products. 
Motions have been filed to consolidate this case with others against amgen alone in a single 
case under the federal rules for multidistrict litigation. FMCh intends to contest and defend 
this litigation vigorously. an adverse determination in this litigation could have a material 
 adverse effect on the Company’s business, financial condition and results of operations.

On november 27, 2007, the united states district Court for the western district of texas ( el 
paso ) unsealed and permitted service of two complaints previously filed under seal by a qui 
tam relator, a former FMCh local clinic employee. ( Qui tam is a legal provision under the 
united states False Claims act, which allows for private individuals to bring suit on behalf of 
the u.s. federal government, as far as such individuals believe to have knowledge of presum-
able fraud committed by third parties. ) the first complaint alleges that a nephrologist unlaw-
fully employed in his practice an assistant to perform patient care tasks that the assistant was 
not licensed to perform and that Medicare billings by the nephrologist and FMCh therefore 
violated the False Claims act. the second complaint alleges that FMCh unlawfully retaliated 
against the relator by discharging her from employment constructively. the united states  
attorney for the western district of texas has declined to intervene and to prosecute on behalf 
of the united states. Counsel for the nephrologist has asserted that a criminal investigation 
of the relator’s allegations is continuing. FMCh has received no other notice of the pendency 
of any criminal investigation related to this matter. FMCh intends to defend vigorously 
against the allegations in the two complaints. the outcome of this litigation, or of any related 
investigation, cannot be predicted at this time.

From time to time, the Company is a party to or may be threatened with other litigation or 
arbitration, claims or assessments arising in the ordinary course of its business. Management 
regularly analyzes current information including, as applicable, the Company’s defenses and 
insurance coverage and, as necessary, provides accruals for probable liabilities for the eventual 
disposition of these matters. 



Fresenius Medical Care 2007

98

the Company, like other health care providers, conducts its operations under intense govern-
ment regulation and scrutiny. it must comply with regulations which relate to or govern the 
safety and efficacy of medical products and supplies, the operation of manufacturing facili-
ties, laboratories and dialysis clinics, and environmental and occupational health and safety. 
the Company must also comply with the anti-Kickback statute, the False Claims act, the 
stark statute, and other federal and state fraud and abuse laws. applicable laws or regula-
tions may be amended, or enforcement agencies or courts may make interpretations that  
differ from the Company’s interpretations or the manner in which it conducts its business. 
enforcement has become a high priority for the federal government and some states. in ad-
dition, the provisions of the False Claims act authorizing payment of a portion of any recov-
ery to the party bringing the suit encourage private plaintiffs to commence “whistle blower” 
actions. By virtue of this regulatory environment, as well as the Company’s corporate integrity 
agreement with the u.s. federal government, the Company’s business activities and practices 
are subject to extensive review by regulatory authorities and private parties, and continuing 
audits, investigative demands, subpoenas, other inquiries, claims and litigation relating to the 
Company’s compliance with applicable laws and regulations. the Company may not always 
be aware that an inquiry or action has begun, particularly in the case of “whistle blower”  
actions, which are initially filed under court seal.

the Company operates many facilities throughout the united states. in such a decentralized 
system, it is often difficult to maintain the desired level of oversight and control over the 
thousands of individuals employed by many affiliated companies. the Company relies upon 
its management structure, regulatory and legal resources, and the effective operation of its 
compliance program to direct, manage and monitor the activities of these employees. On  
occasion, the Company may identify instances where employees, deliberately or inadvertently, 
have submitted inadequate or false billings. the actions of such persons may subject the 
Company and its subsidiaries to liability under the anti-Kickback statute, the stark statute 
and the False Claims act, among other laws.

physicians, hospitals and other participants in the health care industry are also subject to  
a large number of lawsuits alleging professional negligence, malpractice, product liability, 
worker’s compensation or related claims, many of which involve large claims and significant 
defense costs. the Company has been and is currently subject to these suits due to the  
nature of its business and expects that those types of lawsuits may continue. although the 
Company maintains insurance at a level which it believes to be prudent, it cannot assure that 
the coverage limits will be adequate or that insurance will cover all asserted claims. a suc-
cessful claim against the Company or any of its subsidiaries in excess of insurance coverage 
could have a material adverse effect upon it and the results of its operations. any claims,  
regardless of their merit or eventual outcome, could have a material adverse effect on the 
Company’s reputation and business.
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the Company has also had claims asserted against it and has had lawsuits filed against it  
relating to alleged patent infringements or businesses that it has acquired or divested. these 
claims and suits relate both to operation of the businesses and to the acquisition and divesti-
ture transactions. the Company has, when appropriate, asserted its own claims, and claims 
for indemnification. a successful claim against the Company or any of its subsidiaries could 
have a material adverse effect upon its business, financial condition, and the results of its  
operations. any claims, regardless of their merit or eventual outcome, could have a material 
adverse effect on the Company’s reputation and business.

aCCrued speCial Charge FOr legal Matters
at december 31, 2001, the Company recorded a pre-tax special charge of $ 258,159 to reflect 
anticipated expenses associated with the defense and resolution of pre-Merger tax claims, 
Merger-related claims, and commercial insurer claims. the costs associated with the settle-
ment agreement and settlements with insurers have been charged against this accrual. with 
the exception of the proposed $ 115,000 payment under the settlement agreement, all other 
matters included in the special charge have been resolved. while the Company believes  
that its remaining accrual reasonably estimates its currently anticipated costs related to the 
continued defense and resolution of this matter, no assurances can be given that its actual 
costs incurred will not exceed the amount of this accrual.
 

FinanCial instruMents

MarKet risK
the Company is exposed to market risk from changes in interest rates and foreign exchange 
rates. in order to manage the risk of interest rate and currency exchange rate fluctuations, 
the Company enters into various hedging transactions with highly rated financial institutions 
as authorized by the Company’s general partner. the Company does not use financial  
instruments for trading purposes.

the Company established guidelines for risk assessment procedures and controls for the use 
of financial instruments. they include a clear segregation of duties with regard to execution 
on one side and administration, accounting and controlling on the other.

19.
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FOreign exChange risK ManageMent
the Company conducts business on a global basis in various currencies, though its operations 
are mainly in germany and the united states. For financial reporting purposes, the Company 
has chosen the u.s. dollar as its reporting currency. therefore, changes in the rate of ex-
change between the u.s. dollar and the local currencies in which the financial statements  
of the Company’s international operations are maintained affect its results of operations and 
financial position as reported in its consolidated financial statements. 

the Company’s exposure to market risk for changes in foreign exchange rates relates to 
transactions such as sales and purchases. the Company has significant amounts of sales of 
products invoiced in euro from its european manufacturing facilities to its other international 
operations. this exposes the subsidiaries to fluctuations in the rate of exchange between the 
euro and the currency in which their local operations are conducted. For the purpose of 
hedging existing and foreseeable foreign exchange transaction exposures the Company en-
ters into foreign exchange forward contracts and, on a small scale, foreign exchange options. 
the Company’s policy, which has been consistently followed, is that financial derivatives be 
used only for the purpose of hedging foreign currency exposure. as of december 31, 2007 
the Company had no foreign exchange options. 

in connection with intercompany loans in foreign currency the Company normally uses  
foreign exchange swaps thus assuring that no foreign exchange risks arise from those loans.
 
Changes in the fair value of foreign exchange forward contracts designated and qualifying  
as cash flow hedges of forecasted product purchases and sales are reported in accumulated 
other comprehensive income ( loss ). these amounts are subsequently reclassified into earn-
ings as a component of cost of revenues, in the same period in which the hedged transaction 
affects earnings. after tax gains of $ 3,979 ( $ 6,528 pretax ) for the year ended december 31, 
2007 are deferred in accumulated other comprehensive income and will mainly be reclassified 
into earnings during 2008. during 2007, the Company reclassified after tax gains of $ 1,924 
( $ 2,537 pretax ) from accumulated other comprehensive income ( loss ) into the statement of 
operations. 

the notional amounts of foreign exchange forward contracts in place to hedge exposures 
from operational business totaled $ 322,031 with a fair value of $ 7,147 as of december 31, 
2007.

in connection with foreign currency denominated intercompany loans, the Company also  
entered into foreign exchange swaps with a notional amount of $ 385,994 having a fair  
value of approximately $ 6,489 as of december 31, 2007. no hedge accounting is applied  
to these foreign exchange contracts. accordingly, the respective foreign exchange swaps are 
recognized as assets or liabilities and changes in their fair values are recognized against earn-
ings thus offsetting the changes in fair values of the underlying intercompany loans denomi-
nated in foreign currency. 

as of december 31, 2007, the Company had foreign exchange derivatives with maturities of 
up to 16 months. 
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the Company is exposed to potential losses in the event of nonperformance by counterpar-
ties to financial instruments but does not expect any counterparty to fail to meet its obliga-
tions as the counterparties are highly rated financial institutions. the current credit exposure 
of foreign exchange derivatives is represented by the fair value of those contracts with a  
positive fair value at the reporting date amounting to $ 19,485.

interest rate risK ManageMent
the Company enters into derivatives, particularly interest rate swaps and to a certain extent, 
interest options, to (a) protect interest rate exposures arising from long-term debt and short-
term borrowings at floating rates by effectively swapping them into fixed rates or (b) hedge 
the fair value of parts of its fixed interest rate borrowings. 

the Company is exposed to potential losses in the event of nonperformance by counterpar-
ties to financial instruments but does not expect any counterparty to fail to meet its obliga-
tions as the counterparties are highly rated financial institutions. the current credit exposure 
of interest rate derivatives is represented by the fair value of those contracts with a positive 
fair value at the reporting date amounting to $ 62.

Cash FlOw hedges OF variaBle rate deBt
the Company enters into interest rate swap agreements that are designated as cash flow 
hedges effectively converting the major part of variable interest rate payments due on the 
Company’s 2006 senior Credit agreement denominated in u.s. dollars into fixed interest rate 
payments. those swap agreements, all of which expire at various dates between 2008 and 
2012, in the notional amount of $ 3,465,000, including $ 650,000 that will become effective 
March 31, 2008, effectively fix the Company’s variable interest rate exposure on the majority 
of its u.s. dollar-denominated revolving loans at an average interest rate of 4.43 % plus an 
applicable margin. during the first quarter 2008, interest rate swap agreements with notional 
amounts of $ 515,000 will expire. after tax losses of $ 20,817 ( $ 34,686 pretax ) for the year 
ended december 31, 2007, were deferred in accumulated other comprehensive income.  
interest payable and interest receivable under the swap agreements are accrued and recorded 
as an adjustment to interest expense.

Fair value hedges OF Fixed rate deBt
the Company entered into interest rate swap agreements that are designated as fair value 
hedges to hedge the risk of changes in the fair value of fixed interest rate borrowings effec-
tively converting the fixed interest payments on Fresenius Medical Care Capital trust ii trust 
preferred securities ( see note 12 ) denominated in u.s. dollars into variable interest rate pay-
ments. since the critical terms of the interest rate swap agreements are identical to the  
terms of Fresenius Medical Capital trust ii trust preferred securities, the hedging relationship 
is highly effective and no ineffectiveness is recognized in earnings. the interest rate swap 
agreements are reported at fair value in the balance sheet. the reported amount of the 
hedged portion of the fixed rate trust preferred securities includes an adjustment represent-
ing the fair value attributable to the interest rate risk being hedged. Changes in the fair value 
of interest rate swap contracts and trust preferred securities offset each other in the income 
statement. at december 31, 2007, the notional volume of these swaps which, along with the 
underlying trust preferred securities matured on February 1, 2008, was $ 450,000. 
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 159,010
 1,848,695
  

 552,807
 3,726,076
 1,253,828
 263,400

–

 2,613
 45,217

(75)

nOn-derivatives
assets
Cash and cash-equivalents
receivables

liabilities
accounts payable
long-term debt, excluding euro and senior notes
trust preferred securities
euro notes
senior notes

derivatives
Foreign exchange contracts
dollar interest rate hedges
Yen interest rate hedges

 
 244,690 
 2,026,865 
  

 530,968 
 3,302,840 
 1,333,782 

294,420
 491,569 

 13,636 
 (40,735) 
 (32) 

 
 159,010
 1,848,695
  

 552,807
 3,726,076
 1,331,802
 266,480

–

 2,613
 45,217

(75)

 
 244,690 
 2,026,865 
  

 530,968 
3,302,840 

 1,364,188 
292,466

 496,035 

 13,636 
 (40,735) 
 (32) 

carrying amOunt and fair value Of financial instruments
$ in thousands 2007 2006

 Carrying Fair Carrying Fair 
 amount value amount value
 

Fair value OF FinanCial instruMents
the following table presents the carrying amounts and fair values of the Company’s financial 
instruments at december 31, 2007 and 2006.

the carrying amounts in the table are included in the consolidated balance sheet under  
the indicated captions, except for derivatives, which are included in other assets or other  
liabilities.

estiMatiOn OF Fair values 
the significant methods and assumptions used in estimating the fair values of financial  
instruments are as follows:

Cash and cash equivalents are stated at nominal value which equals the fair value.

short-term financial instruments like accounts receivable and payable and short-term borrow-
ings are valued at their carrying amounts, which are reasonable estimates of the fair value 
due to the relatively short period to maturity of these instruments. 

the fair value of senior notes and trust preferred securities are based on market prices and 
quotes as of the balance sheet date. the fair values of other fixed-rate financial liabilities, for 
which market quotes are not available, are calculated as present value of the respective  
future cash flows. to determine these present values, the prevailing interest rates and credit 
spreads for the Company as of the balance sheet date are used. 
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16,213

 2,010
  

 

 18,223

  
114,494

  
4,646

  

 137,363

  
 (9,300)
 (1,270)
  

 

 (10,570)

  
–

 
 (3,428)
  

 (13,998)

  
25,513

 3,280
  

 

 28,793

  
114,494

  
8,074

  

 151,361

 
 32,961 

1,360 
  

 

34,321 

  
–

 
 (12,430) 
  

21,891 

 
 (50,958) 
 (3,095) 
  

 

 (54,053) 

  
137,048 

  
23,299 

  

 106,294 

 
 (83,919) 
 (4,455) 
  

 

 (88,374) 

  
137,048 

  
35,729 

  

 84,403 

Changes in fair value of cash flow 
hedges during the period

reclassification adjustments

TOTAL OTher cOmprehensive  
(LOss) incOme reLATing  
TO cAsh FLOw hedges

Foreign-currency  
translation adjustment

adjustments related to 
pension obligations

OTher cOmprehensive 
incOme (LOss)

Other cOmprehensive 
(lOss) incOme relating 
tO cash flOw hedges

Other cOmprehensive incOme (lOss)
$ in thousands 2007 2006

 pretax  tax effect net pretax tax effect net 

the fair values of financial liabilities with floating interest rates approximate their carrying 
amounts as the interest rates for these liabilities are predominantly updated every three 
months with interest rates reflecting actual market conditions at the time of update.

derivatives consisting of interest rate swaps and foreign exchange forward contracts are  
valued as follows: 

the fair value of interest rate swaps is calculated by discounting the future cash flows on  
the basis of the market interest rates applicable for the remaining term of the contract as  
of reporting date.

to determine the fair value of foreign exchange forward contracts, the contracted forward 
rate is compared to the current forward rate for the remaining term of the contract as of  
balance sheet date. the result is then discounted on the basis of the market interest rates 
prevailing at the balance sheet date for the respective currency. 

Other COMprehensive inCOMe ( lOss)

the changes in the components of other comprehensive income ( loss ) for the years ended 
december 31, 2007 and 2006 are as follows:

20.



Fresenius Medical Care 2007

104

 

2006

net revenue
inter-segment revenue
TOTAL neT revenue

depreciation and amortization
OperATing incOme

segment assets1

Capital expenditures and acquisitions3

 6,025,314
 1,281
 6,026,595

(186,826)
 964,609

 10,196,844
 4,599,276

 2,473,724
 60,043
 2,533,767

(119,938)
 440,552

 2,744,833
 175,062

 –
(61,324)
(61,324)

(1,934)
(87,034)

 103,004
 137

 8,499,038
 –
 8,499,038

(308,698)
 1,318,127

 13,044,681
 4,774,475

net revenue
inter-segment revenue
TOTAL neT revenue

depreciation and amortization
OperATing incOme

segment assets1

Capital expenditures and acquisitions2

 6,663,221
 516
 6,663,737

 (220,210)
 1,129,801

 10,586,316
 396,705

$ in thousands north america international segment total Corporate total 
   

2007  

 3,057,030
 77,492
 3,134,522

 (140,968)
 544,214

 3,330,955
 320,507

 63
 (78,008)
 (77,945)

 (2,151)
 (93,894)

 252,994
 120,306

 9,720,314
 –
 9,720,314

 (363,329)
 1,580,121

 14,170,265
 837,518

 8,499,038
 61,324
 8,560,362

(306,764)
 1,405,161

 12,941,677
 4,774,338

 9,720,251
 78,008
 9,798,259

 (361,178)
 1,674,015

 13,917,271
 717,212

business segment infOrmatiOn

1 segment assets of north america include the goodwill of rCg of $ 3,381,901 as of december 31, 2007 and 2006.
2 international and Corporate acquisitions exclude $ 9,964 and $ 83,812, respectively, of non-cash acquisitions for 2007.
3  north america and international acquisitions exclude $ 2,500 and $ 6,208 of non-cash acquisitions for 2006. 

north america acquisitions include $ 4,148,200 at december 31, 2006 of the total $ 4,157,619 purchase price of rCg.

Business segMent inFOrMatiOn

the Company has identified three business segments, north america, international, and asia 
pacific, which were determined based upon how the Company manages its businesses. all 
segments are primarily engaged in providing dialysis services and manufacturing and distrib-
uting products and equipment for the treatment of end-stage renal disease. in the u.s.,  
the Company also engages in performing clinical laboratory testing and providing inpatient  
dialysis services, and other services under contract to hospitals. the Company has aggregated 
the international and asia pacific operating segments as “international”. the segments are 
aggregated due to their similar economic characteristics. these characteristics include the 
same services provided and the same products sold, the same type patient population, similar 
methods of distribution of products and services and similar economic environments.

Management evaluates each segment using a measure that reflects all of the segment’s con-
trollable revenues and expenses. Management believes that the most appropriate measure in 
this regard is operating income which measures the Company’s source of earnings. Financing 
is a corporate function, which the Company’s segments do not control. therefore, the Com-
pany does not include interest expense relating to financing as a segment measure. similarly, 
the Company does not allocate “corporate costs” which relate primarily to certain headquar-
ters overhead charges, including accounting and finance, professional services, etc., because 
the Company believes that these costs are also not within the control of the individual seg-
ments. the Company also regards income taxes to be outside the segment’s control. 

21.
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  308,603    
  6,663,221    
  2,748,490    
  9,720,314    

  195,846    
  8,471,870    
  1,558,364    
  10,226,080    

germany
north america
rest of the world
TOTAL

 288,047
 6,025,314
 2,185,677
 8,499,038

 144,877
 8,274,104
 1,080,301
 9,499,282

geOgraphic segments
$ in thousands  2007   2006

 net revenue  long-lived net revenue  long-lived 
   assets   assets

 407,882
 349,058
 8,177
 
 

 
 (431,289)
 47,779
 13,040
 93,775
 (276,695)
 18,818 
 (257,877)

 378,233
 423,514
 7,428
 
 

 
 (4,784,713)
 348,898
 56,300
 8,708
 (4,370,807)
 63,525
 (4,307,282)

supplementary cash flOw infOrmatiOn

Cash paid for interest 
Cash paid for income taxes
Cash inflow for income taxes from stock option exercises

supplemental disclOsure Of cash flOw infOrmatiOn

details for acquisitions 
assets acquired
liabilities assumed
Minorities
notes assumed in connection with acquisition
Cash paid
less cash acquired
neT cAsh pAid FOr AcquisiTiOns

$ in thousands 2007 2006

supplementary cash flOw infOrmatiOn

For the geographic presentation, revenues are attributed to specific countries based on the 
end user’s location for products and the country in which the service is provided. information 
with respect to the Company’s geographic operations is set forth in the table below:

 

suppleMentarY Cash FlOw inFOrMatiOn

the following additional information is provided with respect to the consolidated statements 
of cash flows:

22.
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ManageMent’s repOrt On internal COntrOl  
Over FinanCial repOrting
Management of the Company is responsible for establishing and maintaining adequate  
internal control over financial reporting, as such term is defined in exchange act rules  
13a-15(f). the Company’s internal control over financial reporting is a process designed  
by or under the supervision of the Company’s chief executive officer and chief financial  
officer; to provide reasonable assurance regarding the reliability of financial reporting and  
the preparation of the Company’s financial statements for external reporting purposes in  
accordance with u.s. generally accepted accounting principles. 

as of december 31, 2007, management conducted an assessment of the effectiveness of  
the Company’s internal control over financial reporting based on the criteria established  
in internal Control – integrated Framework issued by the Committee of sponsoring  
Organizations of the treadway Commission ( COsO ). Management’s assessment follows  
the guidance for management on the evaluation of internal controls over financial  
reporting released by the securities and exchange Commission on May 23, 2007. Based  
on this assessment, management has determined that the Company’s internal control  
over financial reporting is effective as of december 31, 2007.

the Company’s internal control over financial reporting includes policies and procedures  
that (1) pertain to the maintenance of records that accurately and fairly reflect transactions 
and dispositions of assets in reasonable detail; (2) provide reasonable assurances that  
the Company’s transactions are recorded as necessary to permit preparation of financial  
statements in accordance with u.s. generally accepted accounting principles, and that the 
Company’s receipts and expenditures are being made only in accordance with authorizations 
of management; and (3) provide reasonable assurance regarding prevention or timely  
detection of unauthorized acquisition, use or disposition of the Company’s assets that could 
have a material effect on the Company’s financial statements.

05.6
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Because of its inherent limitation, internal control over financial reporting, no matter how 
well designed, cannot provide absolute assurance of achieving financial reporting objectives 
and may not prevent or detect misstatements. therefore, even if the internal control over  
financial reporting is determined to be effective it can provide only reasonable assurance  
with respect to financial statement preparation and presentation. also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the  
policies or procedures may deteriorate.

the effectiveness of the Company’s internal control over financial reporting as of december 31, 
2007, has been audited by KpMg deutsche treuhand-gesellschaft aktiengesellschaft wirt- 
schaftsprüfungsgesellschaft, an independent registered public accounting firm, as stated in 
their report see page 110 of Financial report.

February 19, 2008
Fresenius Medical Care ag & Co. Kgaa,
a partnership limited by shares, represented by:
Fresenius Medical Care Management ag, its general partner

dr. Ben lipps      lawrence rosen
Chief executive Officer and     Chief Financial Officer
Chairman of the Management Board
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repOrt OF independent registered  
puBliC aCCOunting FirM
tO the supervisOrY BOard OF Fresenius MediCal Care ag & CO. Kgaa

we have audited the internal control over financial reporting of Fresenius Medical Care ag  & 
Co. Kgaa and subsidiaries (“Fresenius Medical Care” or the “Company”) as of december 31, 
2007, based on criteria established in internal Control – integrated Framework issued by the 
Committee of sponsoring Organizations of the treadway Commission ( COsO). Fresenius 
Medical Care’s management is responsible for maintaining effective internal control over  
financial reporting and for its assessment of the effectiveness of internal control over financial 
reporting, included in the accompanying Management’s annual report on internal Control 
over Financial reporting. Our responsibility is to express an opinion on the effectiveness of 
the Company’s internal control over financial reporting based on our audit.

we conducted our audit in accordance with the standards of the public Company account-
ing Oversight Board ( united states ). those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether effective internal control over financial 
reporting was maintained in all material respects. Our audit included obtaining an under-
standing of internal control over financial reporting, assessing the risk that a material weak-
ness exists, and testing and evaluating the design and operating effectiveness of internal 
control based on the assessed risk and performing such other procedures as we considered 
necessary in the circumstances. we believe that our audit provides a reasonable basis for  
our opinion.

a company’s internal control over financial reporting is a process designed to provide reason-
able assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with u.s. generally accepted accounting  
principles. a company’s internal control over financial reporting includes those policies and 
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of  
financial statements in accordance with u.s. generally accepted accounting principles, and  
that receipts and expenditures of the company are being made only in accordance with 
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authori za tions of management and directors of the company; and (3) provide reasonable  
assurance regarding prevention or timely detection of unauthorized acquisition, use, or  
disposition of the company’s assets that could have a material effect on the financial  
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent 
or detect misstatements. also, projections of any evaluation of effectiveness to future periods 
are subject to the risk that controls may become inadequate because of changes in condi-
tions, or that the degree of compliance with the policies or procedures may deteriorate.

in our opinion, Fresenius Medical Care maintained, in all material respects, effective internal 
control over financial reporting as of december 31, 2007, based on criteria established in in-
ternal Control – integrated Framework issued by the Committee of sponsoring Organizations 
of the treadway Commission (COsO).

we also have audited, in accordance with the standards of the public Company accounting 
Oversight Board (united states ), the consolidated balance sheets of Fresenius Medical Care as 
of december 31, 2007 and 2006, and the related consolidated statements of income, share-
holders’ equity, and cash flows for each of the years in the two-year period ended december 
31, 2007, and our report dated February 19, 2008 expressed an unqualified opinion on those 
consolidated financial statements.

Frankfurt am Main, germany
February 19, 2008

KpMg
deutsche treuhand-gesellschaft
aktiengesellschaft
wirtschaftsprüfungsgesellschaft
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auditOrs’ repOrt: repOrt OF independent  
registered puBliC aCCOunting FirM
tO the supervisOrY BOard OF Fresenius MediCal Care ag & CO. Kgaa

we have audited the accompanying consolidated balance sheets of Fresenius Medical Care ag 
& Co. Kgaa and subsidiaries (“Fresenius Medical Care” or the “Company”) as of december 31, 
2007 and 2006, and the related consolidated statements of income, shareholders’ equity,  
and cash flows for each of the years in the two-year period ended december 31, 2007. these 
consolidated financial statements are the responsibility of the Company’s management.  
Our responsibility is to express an opinion on these consolidated financial statements based 
on our audits.

we conducted our audits in accordance with the standards of the public Company account-
ing Oversight Board (united states ). those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of  
material misstatement. an audit includes examining, on a test basis, evidence supporting  
the amounts and disclosures in the financial statements. an audit also includes assessing  
the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. we believe that our audits provide  
a reasonable basis for our opinion. 

in our opinion, the consolidated financial statements referred to above present fairly, in all  
material respects, the financial position of Fresenius Medical Care as of december 31, 2007 
and 2006, and the results of their operations and their cash flows for each of the years in  
the two-year period ended december 31, 2007, in conformity with u.s. generally accepted 
accounting principles. 

as described in notes 1 and 15 to the consolidated financial statements, Fresenius Medical Care 
adopted FasB statement no. 158 “employers’ accounting for defined Benefit pension and 
Other postretirement plans” and FasB statement no. 123 ( revised ) “share-Based  
payment” in 2006.

we also have audited, in accordance with the standards of the public Company accounting 
Oversight Board (united states ), the effectiveness of Fresenius Medical Care’s internal control 
over financial reporting as of december 31, 2007, based on criteria established in internal 
Control – integrated Framework issued by the Committee of sponsoring Organizations of the 
treadway Commission (COsO), and our report dated February 19, 2008 expressed an unquali-
fied opinion on the effective operation of internal control over financial reporting.

Frankfurt am Main, germany
February 19, 2008

KpMg
deutsche treuhand-gesellschaft
aktiengesellschaft
wirtschaftsprüfungsgesellschaft
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transport Mechanism ii COnveCtiOn 

during dialysis, pressure builds up in the blood and dialysate, with the pressure 
in the blood being higher than in the dialysate. as a result, water flows from  
the blood via the membrane into the dialysate, thus removing excess fluid. in 
addition, dissolved substances in the blood with a higher molecular weight are 
also filtered out. this is called convection. the method purifies the blood of 
larger toxin molecules in particular. 

BlOOd dialYsis MeMBrane dialYsate
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aMeriCan depOsitarY reCeipt ( adr)
physical certificate proving ownership in one or several 
american depositary shares (ads). the terms ads  
(  see “american depositary share” ) and adr are often 
used interchangeably. Fresenius Medical Care’s ordinary 
and preference shares are listed on the new York stock  
exchange ( nYse) in the form of adrs.

aMeriCan depOsitarY share (ads)
share certificate traded at u.s. exchanges, representing 
(parts of ) shares of a foreign company.

daYs sales Outstanding (dsO)
indicates the average number of days it takes for  
a receivable to be paid. a shorter dsO results in less  
interest for the creditor and a lower risk of default.

deBt / eBitda ratiO
important indicator in corporate management. it  
compares a company’s debt to earnings before in terest, 
tax, depreciation and amortization and other non- 
cash charges.

dividend
portion of a company’s profits. the profit to be  
distributed divided by the number of outstanding  
shares shows the dividend per share. the dividend  
is paid to shareholders usually once a year in the  
form of cash, stock or tangible assets.

eBit (earnings BeFOre interest and taxes)
this is used to assess the company’s earnings position. 
More precisely, it is the operating result before earnings 
from financial activities and investments.

eBitda (earnings BeFOre interest, taxes,  
depreCiatiOn and aMOrtizatiOn) 
Corresponds to cash flow before taxes.

Free Cash FlOw
net cash from operating activities less net capital  
expenditures ( purchases of property, plant and equip-
ment as well as intangible assets, less acquisitions  
and dividends ).

Free FlOat
the proportion of a company’s listed shares that  
are freely available for trading.

grOss dOMestiC prOduCt (gdp )
total value of goods and services produced in a national 
economy over a particular period of time, usually one 
year.

KOMManditgesellsChaFt auF aKtien (Kgaa )
a german legal form meaning ’partnership limited by 
shares’. an entity with its own legal identity in which  
at least one general partner has full liability (personally 
liable shareholder, or ’Komplementäraktionär’ ), while 
the other shareholders have an interest in the capital 
stock divided into shares without being personally liable 
for the debts of the company.  

MarKet CapitalizatiOn
number of shares multiplied by the share price.

net Operating prOFit adJusted FOr taxes 
( nOpat )
earnings before interest and taxes (eBit) less taxes. it 
shows the profit a company would achieve in the event 
of pure equity financing. in contrast to eBit, nOpat does 
not take into account the tax savings which a company 
generates as a result of high debt.

nO-par share
stock issued without a nominal value.

Operating Margin
earnings before interest and taxes (eBit) divided  
by revenues.

OrdinarY and preFerenCe shares
the capital stock of the Company consists of ordinary 
and preference shares, both of which are bearer shares. 
preference shares are non-voting, but are entitled  
to a dividend exceeding that of ordinary shares. the  
distribution of the minimum dividend on preference 
shares takes precedence over the distribution of a  
dividend on ordinary shares.

return On invested Capital (rOiC)
the return on a Company’s adjusted invested capital or 
the nOpat divided by average invested capital. invested 
capital consists of current and noncurrent assets plus  
accumulated goodwill amortization less cash and cash 
equivalents, deferred tax assets, accounts payable ( in-
cluding those due to related parties), accrued expenses 
and other liabilities ( including income tax accruals).

FinanCial glOssarY06.1
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return On Operating assets ( rOOa )
eBit divided by average operating assets. Operating  
assets consist of cash and cash equivalents, accounts  
receivable ( including those due from related parties ),  
inventories, prepaid expenses and other current assets, 
noncurrent assets, less noncurrent deferred tax assets 
and accounts payable ( including those due to related 
parties ).

revenue
the amount of money a company actually receives  
from its activities, mostly from sales of products and / or 
services to customers.

sarBanes-OxleY aCt (sOx )
a law aimed at corporations and their auditors designed 
to improve financial accounting. the intention of sOx  
is to strengthen the confidence of shareholders and 
other stakeholders by extending regulations which  
relate to financial reporting and internal monitoring  
systems. sOx requirements include strict obligations for 
a company’s management regarding the provision of 
complete and correct information.

seCurities and exChange COMMissiOn (seC) 
a federal agency that regulates and monitors the u.s.  
financial markets.

share index
indicates the development of the stock market as a 
whole and / or of individual groups of shares ( e.g. dax, 
Mdax, tecdax, sdax ). share indices act as a guide for 
investors to help them identify trends in the stock mar-
ket. the index calculation is based on a weighted value 
for the average development of the stock corporations 
that make up the index. share indices can be calculated 
as price indices or performance indices.

u.s. gaap
united states generally accepted accounting principles.

wOrKing Capital
Current assets less current liabilities. the higher the 
working capital, the more secure a company’s liquidity 
position.
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regiOnal OrganizatiOn06.2

eurOpe /  middle east /  africa nOrth america asia-pacific

  gerManY
100 % FMC deutschland gmbh
 Bad homburg v.d.h.

  FranCe
100 % FMC France s.a.s. 

 Fresnes

  great Britain
100 % FMC (uK) ltd.
 nottinghamshire

  italY
100 % FMC italia s.p.a.
 palazzo pignano, Cremona

 spain
100 % nMC of spain s.a.

 Madrid

  sOuth aFriCa
100 % FMC south africa (pty.) ltd.
 Johannesburg

  turKeY
100 % Fresenius Medikal  
 hizmetler a.s., istanbul 

 BelgiuM
100 % FMC Belgium n.v.
 antwerp

 MOrOCCO
100 % FMC Maroc s.a.

 Casablanca

 serBia
100 % FMC srbija d.o.o.

 vrsac

 pOland
100 % FMC polska s.a.
 poznan

 pOrtugal
100 % nMC Centro Médico  
 nacional s.a., lisbon  

 rOMania
100 % FMC romania s.r.l.
 Bucharest

 usa
100 % Fresenius Medical Care
 holdings inc., new York

100 % national Medical Care inc. 
 lexington, Massachusetts

100 % Fresenius usa inc.
 walnut Creek, California

100 % renal Care group, inc.

 delaware

 MexiCO
100 % FMC de Mexico s.a. de C.v.
 zapopan Jalisco

 
 argentina

100 % FMC argentina s.a.
 Buenos aires

 COlOMBia
100 % FMC Colombia s.a.
 santa Fé de Bogotà

 Brazil
100 % FMC ltda.
 são paulo

 Chile
100 % pentafarma s.a.
 santiago de Chile

 venezuela
100 % FMC de venezuela C.a.
 valencia

 peru
100 % FMC del peru s.a.
 lima

 australia
100 % FMC australia pty. ltd.
 sydney

 China
100 % FMC (shanghai) Co. ltd. 

 shanghai 

 Japan
70 % Fresenius-Kawasumi Co. ltd.

 tokyo

 hOng KOng
100 % FMC hong Kong ltd.
 hong Kong

 philippines
100 % FMC philippines inc.
 Manila 

 singapOre
100 % FMC singapore pte. ltd.
 singapore

 sOuth KOrea
100 % FMC Korea ltd.
 seoul

 taiwan
100 % FMC taiwan Co. ltd.
 taipei

 india
100 % FMC india pvt. ltd.
 new delhi

 indOnesia
100 % p.t. FMC indonesia

 Jakarta

 MalaYsia
100 % FMC Malaysia sdn. Bhd.
 Kuala lumpur

 paKistan
100 % FMC pakistan ltd.
 lahore

 thailand
100 % FMC (thailand) ltd.

 Bangkok

 russia
100 % zaO Fresenius s.p.

 Moscow 

 slOvaKia
100 % FMC slovensko spol. s.r.o.
 pieštany

 slOvenia
100 % FMC slovenija d.o.o.
 zrece

 CzeCh repuBliC
100 % FMC Česká republica  
 spol. s.r.o., prague

 hungarY
100 % FMC dializis Center egészs. 
 Kft., Budapest

 denMarK
100 % FMC danmark a.s.

 albertslund

 Finland
100 % FMC suomi OY

 helsinki

 leBanOn
95 % FMC lebanon s.a.r.l.

 Beirut

 the netherlands
100 % FMC nederland B.v.

 nieuwkuijk

 austria
100 % FMC austria gmbh 

 vienna

 sweden
100 % FMC sverige aB

 sollentuna

 switzerland
100 % FMC (schweiz) ag

 stans

 estOnia
100 % renculus OÜ

 tartu

latin america

simplified chart of Fresenius Medical Care’s regional organization. line of Business in 2007 in respective country.
  production   selling   dialysis Care

some percentage of subsidiaries represent direct and indirect shareholdings. 
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$ in millions, except employees Ownership1 revenue2 net income / equity2 employees3 
  in %  (-loss)2    
  
name and lOcatiOn   

 1,571.6

 22.2

 44.6

40.4

 51.1

 13.2

 39.9

 64.9

 7.5

 41.7

 10.2

 2.9

 22.4

 12.7

 12.6

 35.0

 14.0

 10.1

 3.1

 1.7

25.3

 36.5

1.9

 2.9

 4.7

 0.0

 4.6

 3.0

 12.2

 5.6

 7.7

0.5

0.0

4.3

7.7

3.8

3.8

1.6

9.7

(2.9)

1.2

9.2

2.7

0.0

5.0

3.5

1.7

1.3

6.3

2.8

0.5

0.7

4.4

5.1

1.5

0.7

1.6

(0.4)

1.3

0.6

3.8

0.6

1.3

0.1

 100

 100

 100

100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

 100

100

 100

 100

 100

 100

 95

 100

 100

 100

 100

 100

100

 3,014

 154

 348

222

 170

 275

 105

 1,384

 186

 216

 61

 43

 327

 65

 36

 675

 56

 21

 12

 91

48

 75

 579

 19

 20

 11

 34

 20

 134

 23

 42

12

 1,494.2

 109.5

 118.2

121.8

 119.3

 71.5

 99.1

 15.9

 18.1

 114.4

 34.8

 13.5

 45.3

 34.6

 44.6

 65.1

 33.6

 16.5

 6.6

 12.0

35.1

 28.9

 46.0

 11.2

 15.5

 3.7

 25.0

 20.4

 43.1

 20.5

 28.8

1.7

FMC deutschland gmbh, Bad homburg v. d. h.

FMC France s.a.s., Fresnes

sMad s.a., l’arbresle

FMC (uK) ltd., nottinghamshire

FMC italia s.p.a., palazzo pignano, Cremona

sis-ter s.p.a., palazzo pignano, Cremona

FMC espana s.a., la roca del vallès

nMC of spain s.a., Madrid

FMC south africa (pty.) ltd., Johannesbourg

Fresenius Medikal hizmetler a.s., istanbul

FMC Belgium n.v., antwerp

FMC Maroc s.a., Casablanca

FMC srbija d.o.o., vrsac

FMC polska s.a., poznan

FMC portugal s.a., Moreira

nMC Centro Médico nacional s.a., lisbon

FMC romania s.r.l., Bucharest

FMC slovensko spol s.r.o., pieštany

FMC slovenija d.o.o., zrece

nefrodial d.o.o., zrece

FMC Česká republika spol. s ro., prague

FMC hungary ltd., Budapest

FMC dializis Center egészs. Kft., Budapest

FMC danmark a.s., albertslund

FMC suomi OY, helsinki

FMC lebanon s.a.r.l., Beirut

FMC nederland B.v., nieuwkuijk

FMC austria gmbh, vienna

zaO Fresenius s.p., Moscow

FMC sverige aB, sollentuna

FMC (schweiz) ag, stans

renculus OÜ, tartu

germany

France 

great Britain

italy 

spain 

south africa

turkey

Belgium

Marocco

serbia

poland 

portugal 

romania

slovakia

slovenia 

Czech republic

hungary 

denmark

Finland

lebanon

the netherlands

austria

russia

sweden

switzerland

estonia

majOr subsidiaries 2007

eurOpe / middle east / africa

MaJOr suBsidiaries 06.3
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Fresenius Medical Care holdings inc., new York

FMC de Mexico s.a. de C.v., zapopan Julisco4

 

FMC argentina s.a., Buenos aires

FMC Colombia s.a., santa Fé de Bogota

FMC ltda., são paulo

pentafarma s.a., santiago de Chile

FMC de venezuela C.a., valencia

FMC del peru s.a., lima

 

FMC australia pty. ltd., sydney
FMC Japan K.K., tokio

Fresenius-Kawasumi Co. ltd., tokio

FMC (shanghai) Co. ltd., shanghai

FMC hong Kong ltd., hong Kong

FMC singapore pte. ltd., singapore

FMC taiwan Co. ltd., taipei

Jiate excelsior Co. ltd., taipei

FMC india pvt. ltd., new dehli

p.t. FMC indonesia, Jarkata

FMC Malaysia sdn. Bhd., Kuala lumpur

FMC philippines inc., Manila

FMC renalcare Corp., Manila

FMC Korea ltd., seoul 

nephroCare Korea inc., seoul

FMC thailand ltd., Bangkok

FMC pakistan (private) ltd., lahore

usa

Mexico

 

argentina

Colombia

Brazil

Chile

venezuela

peru

 

australia

Japan

China

hong Kong

singapore

taiwan 

india

indonesia

Malaysia

philippines 

south Korea 

thailand

pakistan
1 direct and indirect interest
2  these figures comply with the financial statements prepared in accordance with the specific generally accepted accounting principles of each country and do not reflect the amounts included 

in the Consolidated Financial statements. shareholders` equity and earnings are translated at the year-end current rate, and sales are translated at the average rate of the year. shareholders’ 
equity per dec. 31, 2007

3 Full-time equivalents per dec. 31, 2007
4 included in us-gaap-closing of Fresenius Medical Care holdings inc.

4,413.0

37.3

 

55.2

79.3

82.1

(1.1)

15.3

1.3

 

14.0

8.8

21.7

7.2

44.7

3.1

14.5

31.0

0.3

0.6

7.8

3.9

0.2

43.3

0.5

6.2

0.2

418.4
(4.5)

 

6.6
6.0

9.1

(1.0)
3.6

0.4

 

(0.6)

(1.8)

3.3

2.2

(2.5)

0.3

1.2

7.9

0.0

(0.4)

2.3

1.3

(0.2)

1.8

0.2

1.0

 (0.1)

 100

100

 

 100

100

100

100

100

100

 

 100

 100

 70

 100

 100

 100

 100

 51

100

 100

 100

 100

100

 100

 100

100

100

38,179

982

 

2,434

1,045

447

52

531

17

 

226

719

77

113

39

48

90

819

17

30

34

27

15

130

4

58

14

$ in millions, except employees Ownership1 revenue2 net income / equity2 employees3 
  in %  (-loss)2    
    
name and lOcatiOn   

6,663.2

68.1

 

125.4

90.9

91.1

10.2

27.1

4.1

 

74.2

50.3

25.7

41.6

23.9

6.6

44.0

29.8

1.2

5.3

11.2

7.7

0.0

80.9

1.7

8.5

1.1

nOrth america

latin america

asia-pacific

majOr subsidiaries 2007
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 6,228,002

 4,266,203

 1,961,799

 1,058,090

 –

 51,364

 852,345

 183,746

 668,599

 265,415

 1,186

 401,998

 1.39

 1.41

 

 1,084,931

 2,011,890

 199,732

 32,853

 1,084,931

 852,345

 401,998

 1.39

 2,445,970

 5,515,571

 7,961,541

 655,093

 1,282,760

 1,937,853

 1,824,330

 564,542

 2,388,872

 4,326,725

 3,634,816

 7,961,541

 2,479,423

 1,285,295

 BB+

 BB–

 Ba1

 Ba2

 6,771,819

 4,563,681

 2,208,138

 1,218,265

 –

 50,955

 938,918

 173,192

 765,726

 308,748

 2,026

 454,952

 1.56

 1.58

 

 1,190,370

 2,174,719

 211,103

 40,439

 1,212,764

 961,312

 471,556

 1.62

 2,460,938

 5,522,162

 7,983,100

 296,139

 1,282,101

 1,578,240

 1,894,964

 536,190

 2,431,154

 4,009,394

 3,973,706

 7,983,100

 2,191,103

 1,296,378

 BB+

 BB–

 Ba2

 B1

 9,720,314

 6,364,519

 3,355,795

 1,709,150

 –

 66,523

 1,580,122

 371,047

 1,209,075

 465,652

 26,293

 717,130

 2.43

 2.45

 

 1,943,451

 3,189,348

 329,327

 34,003

 1,943,451

 1,580,122

 717,130

 2.43

 3,859,472

 10,310,793

 14,170,265

 974,387

 2,052,106

 3,026,493

 4,668,008

 900,547

 5,568,555

 8,595,048

 5,575,217

 14,170,265

 5,642,395

 1,924,365

 BB

 B+

 Ba2

 B1

 5,527,509

 3,792,534

 1,734,975

 927,853

 –

 49,687

 757,435

 211,759

 545,676

 212,714

 1,782

 331,180

 1.14

 1.16

 

 973,813

 1,755,981

 180,952

 35,425

 973,813

 757,435

 331,180

 1.14

 2,206,128

 5,297,192

 7,503,320

 209,782

 1,202,699

 1,412,481

 2,353,941

 493,218

 2,847,159

 4,259,640

 3,243,680

 7,503,320

 2,721,721

 1,141,583

 BB+

 BB–

 Ba1

 Ba2

 8,499,038

 5,621,482

 2,877,556

 1,548,369

(40,233)

 51,293

 1,318,127

 351,246

 966,881

 413,489

 16,646

 536,746

 1.82

 1.85

 

 1,626,825

 2,766,599

 265,488

 43,210

 1,623,503

 1,314,805

 574,386

 1.95

 3,411,916

 9,632,765

 13,044,681

 495,941

 1,879,764

 2,375,705

 5,083,169

 715,645

 5,798,814

 8,174,519

 4,870,162

 13,044,681

 5,579,110

 1,649,603

 BB

 B+

 Ba2

 B1

statements Of earnings

net revenue

Cost of revenue1

gross profit1

selling, general and administrative expenses1

gain on sale of legacy clinics

research and development expenses

Operating income (eBit)

interest expenses, net

income before income taxes and minority interests

income tax expense, net

Minority interest

neT incOme  

income per ordinary share

income per preference share

earnings before interest and taxes, 
depreciation and amortization (eBitda)

personnel expenses

depreciation

amortization

befOre One-time cOsts2

eBitda

eBit

net income

earnings per share

balance sheet 

Current assets

non-current assets

TOTAL AsseTs

short-term debt

Other current liabilities

Current liabilities

long-term debt

Other non-current liabilities

non-current liabilities

total liabilities

shareholders’ equity

TOTAL LiAbiLiTies And shArehOLders’ equiTy

total debt incl. accounts receivable securitization program

working capital3

credit rating

standard & poor’s4

Corporate credit rating

subordinated debt

Moody’s

Corporate credit rating

subordinated debt

$ in thousands, except share data 2007 2006 2005 2004 2003

1  Certain items in prior years have been reclassified to conform with the current periods presentation. the reclassifications include $ 124.5 million for 2005, $ 124.1 million for 2004 and 
$ 93.9 million for 2003 relating to rents for clinics which were removed from selling, general and administrative expenses for the international segment and included in cost of revenue 
for  dialysis care.

2  in 2006 excluding restructuring costs and in-process r&d, one-time costs associated with the transformation of legal form, the gain from the sale of dialysis clinics, and the write-off of 
deferred financing costs related to the 2003 senior credit facility but including costs related to the change of accounting principals for stock options (Fas 123 r) of $ 14.3 million pre-tax 
and $ 9.7 million after tax; in 2005 before one-time costs for the transformation of legal form and the settlement and related legal fees of the shareholders suit. effective January 1, 2006 
the Company adopted the provisions of Fas 123 r using the modified prospective transition method (see note 1t and 15).

3 Current assets less current liabilities (excluding current debt and accruals for special charge included in acrrued expenses and other current liabilities starting in 2003).
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4  standard & poor’s lowered the corporate credit rating to ’BB’ and the subordinated debt rating to ’B+’ relates to completion of the renal Care group acquisition in 2006.
5 2007: proposal for approval at the annual general Meeting on May 20, 2008.
6  2006: eBitda margin of 19.1 % and eBit margin of 15.5 % before restructuring costs and in-process r&d, before one-time costs associated with the transformation of legal form, and  

the gain from the sale of dialysis clinics but including one time costs related to the change of accounting principles for stock options (Fas 123 r) of $ 14.3 million; in 2005 eBitda  
margin of 17.9 % and eBit margin of 14.2 % before one-time costs for the transformation of legal form and the settlement and related legal fees of the shareholders suit.

7  2006: pro forma including  rCg, after FtC mandated divestitures, excluding restructuring costs and in process r&d, excluding gain from divested clinics and excluding the write-off 
of deferred financing costs related to the 2003 senior credit facility.

8  Correction of non-cash charges of $ 41.0 million in 2007, $ 35.0 million pro forma incl. rCg, after FtC mandated divestitures, excluding restructuring costs and in-process r&d and 
excl. gain from divested clinics in 2006; correction of non-cash charges of $ 14.0 million in 2005, $ 12.7 million in 2004 and $ 12.5 million in 2003.
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  –
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 11.8
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 37.3
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$ in thousands, except share data 2007 2006 2005 2004 2003

cash flOw

net cash provided by operating activities

Capital expenditure, net

Free cash flow

acquisitions and investments, net of cash acquired

proceeds from divestitures

share data

Year-end share price Frankfurt, xetra (€)

Ordinary shares

preference shares

Year-end ads share price new York ($)

Ordinary shares

preference shares

average number of ordinary shares 

average number of preference shares

total dividend amount (€ in thousands)

dividend per ordinary share (€)5

dividend per preference share (€)5

emplOyees  

Full-time equivalents

OperatiOnal ratiOs (in %)

eBitda margin6

eBit margin6

eps growth

Organic revenue growth (currency-adjusted)

return on invested capital (rOiC)7

return on operating assets (rOOa)7

return on equity before taxes7

return on equity after taxes7

Cash flow return on invested capital (CFrOiC)7

leverage ratio (total debt / eBitda)8

gearing ((total debt – cash) / equity)

eBitda / interest expenses

Cash from operating activities in percent of revenue

equity ratio (equity / total assets) 

dialysis care data

treatments (millions)

patients

Clinics

5-year summary
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leases 70, 93
legal proceedings 6, 94
liquidity 19, 26

Market risks 30, 99

net income 13, 14

Operating result 13, 15, 18, 104
Other Comprehensive income (loss) 77, 103

pension plans 74
property, plant and equipment 64

rating 118
revenue 13, 104

segment information 13, 17, 104
shareholders’ equity 45, 48, 80
statement of income 43
stock Options 35, 55, 83

taxes 88
transformation of legal Form 57
trust preferred securities 22, 79, 101

accounting policies and standards 5, 28, 50
acquisitions 59
auditors’ report 110

Balance sheet 44

Cash Flow 24, 46, 105
Compensation report 35
Consolidation principles 50
Conversion of preference shares 57
Currency exposure 31, 100

debt and liabilities 19, 26, 45, 67, 68, 70
depreciation / amortization 13, 64, 66, 104
dividends 24, 82

earnings per share 83
eBitda 28

Financial instruments 99

goodwill 5, 51, 65

interest / interest rate exposure 32, 101
inventories 63
investing 25, 104
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the picture on the cover page shows a bundle 
of thousands of fibers which are found in every 
dialyzer, the core of the artificial kidney.

Operating data
$ in millions 2007 2006 change 

net revenue

earnings before interest and taxes,  
depreciation and amortization (ebItda) 
earnings before interest and taxes (ebIt) 
net income
net cash flow from operating activities
free cash flow1

capital expenditure (net)
capital expenditure including acquisitions
proceeds from divestitures
 
data per share

earnings per ordinary share ($)
dividend per ordinary share (€)
 
Key ratiOs (in %)

ebIt margin 
ebItda margin 
equity to assets
 
Other data

employees (full-time equivalents) 
patients
clinics
treatments (in millions)

 9,720
  

1,943
 1,580
 717

1,200
651
549
900

 30
 

 2.43

 0.54

 

 16.3

 20.0
 39.3
 

 61,406

 173,863
2,238

 26.4

Key fIgures 2007

1 before acquisitions and dividends

 8,499
  

1,627
 1,318
 537
 908

458
 450
 4,766
 516
 

 1.82
 0.47
 

 15.5
 19.1
 37.3
 

 56,803
 163,517

2,108
 23.7

 14 %
  

19 %
 20 %
 34 %
 32 %

42 %
 22 %
 
 

 33 %
 15 %
 

 
 
 
 

 8 %
 6 %
 6 %

11 %

net revenue 

all figures in this report are stated in u.s.-$ and in conformity with u.s. gaap, if not indicated otherwise. 
unless specified, all charts refer to fiscal year 2007. for more details please look to the 5-year summary at the end of the financial report.

$ in millions

2007 9,720

2006 8,499

net inCOMe
$ in millions

2007 717

2006 537

 

earnings per share 
in $

2007 2.43

2006 1.82

 

 




