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Directors’ report

The directors present the directors’ report and financial statements for the year ended 31 December 2011
Business review and principal activity

The Company 1s a wholly owned subsidiary of Danfoss Holdings UK Limited, a company registered in the
UK, which 1s 1n turn a wholly owned subsidiary of Danfoss A/S, a company regestered in Denmark

The Company’s principal activity 1s the sale of controls and vanable speed drives m the electrical and
reftigeration industnes and of refngeration compressors There have not been any significant changes tn
the Company’s principal activity in the year under review Danfoss Limited analyses its business nto
vanous divisions

Key performance indicators

Danfoss Limmted measures 1ts performance according to its internal growth perspectives and budgets On
a monthly basis, all product lines and business areas are controlied and evaluated 1f performance differs to
the above mentioned ndicators If the business has deviations, i1mmediate actions are set in place to
analyze and action plans are made

Risk management

The Group’s central financial department handle overall monttoring and control of financial and
operational risk management

Strategic/operational nisk covers the following areas, supplier management, contract management,
company acquisition and integration and 1llegal copying of Danfoss products

Financial nsk covers the following areas, currency exposure, nterest rate nsk, hquidity nisk, credit nisk,
other hedging and pensien obhgations nsk

The Company’s activities expose 1t to various types of risk in the normal course of business The
following 15 not intended as a comprehensive summary of all risks

Foreign currency risk

The Company 1s exposed to foreign currency nsk on its transactions that are denominated 1n currencies
other than Great British Pounds It 1s therefore exposed to the movement in exchange rates  This risk 1s
partially minigated by the company having bank accounts in foreign currencies
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Directars’ report (continued)

Interest rate

Interest 1ate 115k 15 negligible as the Company does not mantain any exteinal debt

Creditaisk

Exposuie takes the foim of customers who may not mect thewr obligation to agreed terms, the maximum
exposure to credit risk 1s 1epiesented by the canying amount of each financial asset i the balance sheet
The severtty of the cuirent economic tuindown has caused Danfoss Limited to be extia vigilance mn s
ciedit control process As with all compantes, the Company 1s tncreasingly exposed to bad debi nisk,
although te date, the Company has managed to avoid actual bad debts,

Laguidity and cash flow risk

As at 31 December 2011 the Company had cash resoutces of £4,224,000 and forecast positive cash flows
for at least the next 12 months

Factois which could 1mpact on ow working capital mansgement (and associated n1sk factois) are our
ability to geneiate sufficlent sales to new and existing customers, changes tn the competilive environment
of the ma kets 1n which we seLve, and changes in technology

Dividends
The duectars do not propoese an ordmmy dividend i respeet of the curent finencisl year (2010 £nif)
Political and charitable contributions

The company made no pelitical o1 chaitable contitbutions duning the yem (2010 £mi)

Diiectors
The duectors who held office duiing the year weie as follows

Hennk Skourup Hansen (Resigned 1 May 2011)
Anders Stahischnudt
Kjeld Staerk

Disclosure of infor mation to auditors

The duectors who held office at the date of approval of the duectors' report confirm that, so far as they are
each awmie, there ts no retevant audit formation of which the company's auditors are unawate, and cach
director has taken all the steps that he ought to have taken as 8 diectol to make himself awaic of any
relevant audit information and to cstablish that the company's auditors are aware of that information
Auditors

Puisuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be 1eapponted and
KPMG LLP will therefore continue n office

By oi1der of the board

=

Andeis Stahischmidt Capswood
Dnector Oxford Road
Denham

BuckinghamshireUB9 4LEH
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Statement of directors’ responsibilities in respect of the Directors’ report and
the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements m
accordance with apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
they have elected to prepare the financial statements 1n accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that pertod  In preparing these financial statements, the directors are required to:

s select switable accounting policies and then apply them consistently,
¢ make judgments and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explamed n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 18 inappropriate to presume that
the company will continue tn business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explamn the company's transactions and disclose with reasonable accuracy at any tume the financial
posion of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They have general responsibility for taking such steps as are reasonably open to
them to safeguard the assets of the company and to prevent and detect fraud and other irregulanties
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KPMG LLP
58 Clarendon Road
Watford

WD17 1DE

United Kingdom

Independent auditor’s report to the members of Danfoss Limited

We have audited the financial statements of Danfoss Limited for the year ended 31 December 2011, set
out on pages 6 to 19 The financial reporting framework that has been applied 1n thewr preparation 1s
applicable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Compames Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s repert and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responsibility fo anyone other than the
company and the company’s members, as a body, for cur audit work, for this report, or for the opintons we
have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responstbility 15 to audit, and express an opimon on, the financial statements n accordance
with applicable law and Internattonal Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's web-site at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opimion the financial statements

+ mve a true and fair view of the state of the company's affairs as at 31 December 2011 and of 1its profit
for the year then ended,

¢ have been properly prepared m accordance with UK Generally Accepted Accounting Practice, and
s have been prepared in accordance with the requirements of the Compames Act 2006
Opinion on other matter prescribed by the Compames Act 2006

In our opimion the information given 1n the Directors' Report for the financial year for which the financial
statements are prepared ts consistent wath the financial statements




Independent auditors’ report to the members of Danfoss Limited (continued)

Matters on which we arc required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requures us
to report to you if, in our opinion

s adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

¢ the financial statements are not 1n agreement with the accounting records and returns, or
¢ certain disclosures of directors' remuneration specified by law are not made, or

¢ we have not recetved all the information and explanations we require for our audit
AN WA L PPNV N

M Matthewman (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

58 Clarendon Road

Watford

WDI17 IDE

14 December 2012
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Profit and loss account
Jor the year ended 31 December 2011

Note 2011 2010

£000 £000

Turnover 44,087 45,822
Cost of sales (31,954) (35 345)

Gross profit 12,133 10,477
Admimstrative expenses (11,459) (9,248)

Operating profit 674 1,229

Other nterest receivable and similar income 5 28 21
Interest payable and sinular charges 6 (87) (146)

Profit on ordinary achvities before taxation 2 615 1.104
Tax on profit on ordinary activities 7 (81) (342)

Profit for the financial year 534 762

The result for the current and previous year 1s denved from continuing activities

Included within the above are turnover of £1 6m and an operating loss of £0 5m relating to the acquisiion of the
trade of another group company in the year

The notes on pages 8 to 19 form part of these financ:al statements

A reconcihation of movement 1n shareholders® funds 1s set out 1n note 19




Balance sheet
31 December 2011

Fixed pssets
Tangble assets
Ingmble assets

Current assels

Stacks

Debtars (meludes £4,224,000 10 relation to cash pooling
arrangement (2070 £11,703,000))

Cash at bank and 1n hand

Crediter s* amounts fallmg due within one year

Net ewi rent nssets
Provisions

Net assets

Capital and 1¢5¢rves
Cailed up shaie capitat
Profit and loss eccount

Sharcholders’ funds

The notes on pages 8§ to 19 form part of these financial statements

These financial statements were approved by 1he board of directors on

on 11s behalf by

—*";EE5225522L==a‘%;z=&5=h5‘H&'d;eggﬂﬂfd

Anders Stahlschmidt
Director

Note

10

13

14
18

19

2011
£000 £000
26
1,867
1,893
674
12,347
6
13,027
{10,355)
2,672
(44}
4,521
3,250
127
4,521

Danfoss Limited

Registered number 624322
statements

31 Pecember 2011

£000

50

23,096
1

23,847
(15,919)

£000
8

3,928

3,936

3,450
686

3,936

/.’l// 9 - 2072 and were signed
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Notes

(formung part of the financial statements)

1 Accounting policies

The following accounting policies have been apphed consistently in dealing with items which are considered
matenal in relation to the company’s financial staterments

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards and under the
historical cost accounting rules

Under FRS | the company 18 exempt from the requirement to prepare a cash flow statement on the grounds that a
parent undertaking includes the company 1n s own published consolidated financial statements

As the company 15 a wholly owned subsidiary of Danfoss A/S, the company has taken advantage of the exemption
contained 1n FRS 8 and has therefore not disclosed transactions or balances with entities which form part of the
group The conschdated financial statements of Danfoss A/S, within which this company 15 included, can be
obtained from the address given in note 21

Intangible fixed assets and amortisation

Intangible fixed assets purchased separately from a business are capitalised at their cost and are amortised te ml by
equal annual instalments over their useful economic lives as follows

Purchased sofiware - 3% years
Fixed assets and depreciation

Depreciation 1s provided by the company to write off the cost less the estimated residual value of tangible fixed
assets by equal instalments over their esttmated useful economic hives as follows

Leasehold improvements - 6 years
Turnover

Tumover represents the amounts (excluding value added tax) denved from the provision of goods and services to
customers dunng the year Turnover 15 recogmsed when goods are received by the customer  All turnover 1s
derived from activities within the UK

Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Monetary assets and habihities denominated in foreign currencies are translated using the contracted rate or the rate
of exchange ruling at the balance sheet date and the gains or losses on translation are included n the profit and loss
account

Leases

Operating lease rentals are charged to the profit and loss account on a straight hine basis over the period of the lease
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Notes (continued)

1 Accounting policies (continued)

Pension costs

The Company operates a defined contnbution pension scheme The assets of the scheme are held separately from
those of the Company 1n an independently administered fund The amount charged to the profit and loss account
represents the contributions payable to the scheme 1n respect of the accounting period

The Company also partictpates m a group pension scheme providing benefits based on final pensionable pay The
assets are held separately from those of the company The Company 1s unable to idennfy its share of the underlying
assets and habiliies of the scheme on a consistent and reasonable basis and therefore, as required by FRS 17,
‘Retirement benefits’, accounts for the scheme as tf it were a defined contribution scheme As a result, the amount
charged to the profit and loss account represents the contribution payable to the scheme n respect of the accounting
period Further detatls are shown in note 17 of these financial statements

Share based payments

The share option programme allows certain employees to acquire shares of the Company The fair value of options
granted after 7 November 2002 and those not yet vested as at 1 January 2007 1s recogrised as an employee expense
with a corresponding ncrease m equity The fair value 1s measured at grant date and spread over the peniod during
which the employees become unconditionally entitled to the options The farr value of the options granted 1s
measured using an optien pricing model, taking into account the terms and conditions upon which the options were
granted The amount recognised as an expense 1s adjusted to reflect the actual number of share options that vest
except where forfeiture 1s only due to share prices not achieving the threshold for vesting

For cash settled share based payment transactions, with the exception of those awards settled before the transition
date the fair value of the amount payable to the employee 1s recognised as an expense with a corresponding increase
in lrabihties  The fair value 1s measured at grant date and spread over the period dunng which the employees
become unconditionally entitled to payment The fair value 1s mitially measured at grant date and spread over the
period during which the employees become unconditionally entitled to payment The far value 15 measured based
on an option pricing model taking 1n to account the terms and conditions upon which the instruments were granted
The hability 1s revalued at each balance sheet date and settlement date with any changes to fair value bemg
recogmsed in the profit and loss account

Stocks

Stocks are stated at the lower of cost and net realisable value In determining the cost of raw materals and work n
progress standard cost 1s used For finished goods manufactured by the company, cost 1s taken as production cost,
which includes an appropriate proportion of attributable overheads and labour

Taxaton

The charge for taxation 1s based on the profit or loss for the year Deferred tax 1s recogmsed, without discounting, in
respect of all hming differences between the treatment of certain tems for taxation and accounting purposes which
have ansen but not reversed by the balance sheet date, except as otherwise required by FRS 19

Provisions
A provision 1s recogmsed n the balance sheet when the Company has a present legal or constructive obhiganon as a
result of a past event, and 1t 1s probable that an outflow of economic benefits will be required to settle the obligation

Goodwill
Goodwill 1s capitalised upon acquisitien and amoritsed aver its useful life of between 3 and 20 years




Notes (continued)
2 Notes to the profit and loss account
(Loss)/Profit) on ordinary activittes before taxation is stated after charging

Depreciation
Hire of other assets - operating leases

Audhtors” remuneration

Audit of these financial statements

Amounts recetvable by the auditers and their associates i respect of
Other services relating to taxation

3 Remuncration of directors

Directors’ emoluments

Danfoss Limited
Registered number 624322
statements

31 December 2011

2011 2010
£000 £000
22 4
760 608
2011 2010
£000 £000
15 15
25 35
2011 2010
£000 1000
61 115

The directors are not accruing retirement benefits under the defined benefit scheme (2670 nu)
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Notes (continued)

4 Staff numbers and costs

The average number of persons employed by the company (including directors) during the year, analysed by
category, was as follows
Number of employees

2011 2010
Sales 68 74
Distribution - 3
Administrative 15 11
83 38
The aggregate payroll costs of these persons were as follows 2011 2010
£000 £000
Wages and salanes 4,488 4,461
Social security costs 608 584
Other pension costs — funded defined benefits and money purchase scheme (see note 17) 2,573 2,375
Share based payments (see note 20} 147 85
7,816 7,505

5 Other interest receivable and similar income
2011 2010
£000 £000
Other interest received 28 21
28 21

6 Interest payable and similar charges

2011 2010
£000 £000
On bank loans and overdrafts 76 43
Net currency exchange losses 1 103

87 146

11
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Notes (continued)

7 Taxation
2011 2010

Analysis of charge m pertod £000 £000
UK corporation tax

Current tax on income for this period 74 698

Adjustments 1n respect of prior year (168) (28)
Total current tax (see below) (94) 670
Deferred 1ax

Ongination/reversal of hmng differences 184 (329}

Adjustments 1n respect of prior year - 1
Total deferred tax (see note 16) 184 (328)
Tax on profit on ordinary activities 8t 342

The current tax charge for the period 1s hugher (2070 higher} than the standard rate of corporation tax i the UK of
26 5% (2010 28%) The differences are explained below

2011 2010
Current tax reconciliation £000 £000
Profit on ordinary activities before tax 615 1,104
Current tax at 26 5% (2010 28%) 163 309
Effects of
Expenses not deductible for tax purposes 86 49
Dhfference between capital allowances and depreciation ) {8)
Adjustments n respect of prior year (168) (28)
Pension tirning difference (173) 348
Total current tax charge (see above) 94) 670

Fuctors affecting the tux charge m future periods

The 2012 Budget on 23 March 2012 announced that the UK corporation tax rate will reduce to 22% by 2014 A
reduction 1n the rate from 26% to 25% (effective from 1 April 2012) was substantively enacted on 5 July 2011, and
further reductions to 24% (effective from | Aprid 2012) and 23% (effective from 1 Apnt 2013) were substantively
enacted on 26 March 2012 and 3 July 2012 respectively

This will reduce the company's future current tax charge accordingly and further reduce the deferred tax assct at 31
December 2011 (which has been calculated based on the rate of 25% substantively enacted at the balance sheet
date)

It has not yet been possible to quanufy the full anticipated effect of the announced further 1% rate reduction,

although this wili further reduce the company's future current tax charge and reduce the company's deferred tax asset
accordingly

12




Notes (continued)

8 Tangible fixed assets
Fixtures
& Fittings
£000
Cost
At 1 January 201 -
Additions 144
At 3] December 2011 144
Depreciation
At | January 2011 -
Additions mn the year 133
Charge for the year 4
At 31 December 2011 137
Net book value
At 31 December 2011 7

At 31 December 2010 -

Danfoss Limuted

Repistered number 624322

statemenis

31 December 2011

Lensehold
mprovements
£000

382
47

429

3174
18
18

410

Total
£000

382
191

573

374
151
22

547

26

13




Notes (continued)

9 Intangible fixed assects

Cost

At beginming of year
Addihons

Disposals

Atend of year

Amortisanon

At beginming of year
Charged n year
Impairment losses

At end of year

Net book value
At 31 December 2011

At 3| December 2010

Danfoss Limited
Registered number 624322
siatements

31 December 2011

Goodwill
£000

2,000

2,000

133

133

1,867

Goodwill from the acquisiion of the trading assets of Heat Pump Ltd (see note 22) 15 being wnitten off i equal
mstalments over it’s estimated economuc life which, in the opimion of the directors, 1s 10 years

14




Notes (continued)

10 Stocks

Raw matenals and consumables
Fimshed goods and goods for resale

11 Debtors

Trade debtors

Amounts owed by group undertakings

Amounts owed by group undertakings — cash pooling arrangement
Prepayments and accrued income

Deferred tax asset (see note 16)

12 Creditors. amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Taxation and social security

Other creditors

Accruals and deferred income
Corporation lax payable

13 Provisions

At January 2011
Additonal Provision made duning the year

At December 2011

Danfoss Limited
Registered number 624322
statements

31 December 2011

2011 2010
£000 £000
- 101
674 649
674 750
2011 2010
£000 £000
6,732 9,342
954 1,448
4,224 11,703
253 244
184 359
12,347 23,096
2011 2010
£000 £000
183 476
6,718 16,005
968 1,288
1,830 497
. 985
656 668
10,355 19,919

Restructuring
£000

44

44

A provision of £44,000 has been recogmsed in respect of re-organisation 1 Danfoss Ireland afler the Transfer of Undertakings

(TUPE) of w’s employees to Danfoss Ltd and 15 fully expected 10 be utihsed in 2012

15




Notes (continued)

14 Called up share capital

Authorised, allotted, called up and fully pard
3,250,000 ordinary shares of £1 each

Shares classified 1n shareholders’ funds

15 Commitments

(a) There were no capital commutments at the end of the financial year

(b) Annual commitiments under non-cancellable operating leases are as follows

Land and
Buildings
£000

Operating lcases which expire
Within one year -
In the second to fifth years inclusive 411
Over five years -

411

16 Deferred taxation

The elements of deferred taxation are as follows

Difference between accumulated depreciation and capital allowances
Other tmung differences

Deferred tax assct (see note 11)

20

Other
£000

39
139

178

Danfoss Lumited

Registered number 624322

statements

31 December 2011

2011
£000

3,250

3,250

Land and
Buwildings
£000

56
336

392

—_—

2011
£000

21
163

184

2010
£000

3,250

3250

2010

Other
£000

45
123

168

2010
£000

23
336

359

The deferred tax asset 15 expected to be recovered from the future taxable profits of the business within the

foreseeable future

16
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Notes (continued)

17 Pension scheme
Defined contribution pension scheme

The Company operates a defined contnibution pension scheme The pension cost charge for the period represents
contnibutions payable by the Company to the scheme and amounted to £147,680 (2010 £178,000) The Company
paid contnbutions 1n accordance with the Scheme nules an respect of members of the defined contribution section

Contributtons amounting to £ il (2010 £16,000) were payable to the scheme and are included 1n creditors
Defined benefit pension scheme

The Company participates 1in the Danfoss Holdings (UK) Pension Scheme (“the Scheme™} The scheme has a
defined benefit section, which provides benefits based upen pensionable pay and pensionable service completed
with the Company to 31 December 2010, and a defined contnbution section Following closure of the defined
benefit section to future accrual, 1t’s members joned the defined contributton section from 1 January 2011 The
assets of the Scheme are held separately from those of the participating companies The Company 1s unable to
wdentify 1ts share of the scheme assets and habilities as 1t 15 exposed to actuarial nisks associated wath current and
former employees of other companies participating in the Scheme

For pension schemes such as the Danfoss Holdings (UK) Pension Scheme, FRS 17 “Retirement Benefits”, requires
the Company to account for penston costs in these financial statements as if the Scheme were a defined contribution
scheme

The Company pays contributions to the defined benefit section determined on the advice of the Scheme’s actuary
ustng the projected umt method of valuation An actuarial valuation was carried out as at 31 March 2009 and the
most sigmficant assumptions were

Rate of interest

Pre-retirement 70% pa
Post-retirement 50% pa
Rate of increase n salaries 50%pa
Rate of price inflation (RPI) 3 5% pa

Rate of pension increases
Benefits built up prior to 1% April 2006 34% pa
Benefits bult up after 31¥ March 2006 23% pa

As at 31% March 2009, the market value of the Scheme’s assets amounted to £38 8m  Based on these assumptions,
there was a shortfall of £26 4m compared to the Scheme’s technical provisions at the valuation date

The pension cost for the Company dunng the year to 31 December 2011 15 equal to the contributions paid of
£2,147,680 (20710 £2,434,060) Contributtons amounting to £10,000 (2010 £34,000) were payable to the scheme
and are included within creditors During this peniod from 1 January 2010 to 30 June 2010 the Company contributed
at a rate of 20 2% of pensionable salaries in respect of members of the defined benefit section This rate includes an
additional § 4% of pensionable salanes 1n order to help make good the shortfall revealed by the 2006 actuanal
valuation Following completion of the 2009 actuarial valuation, the Company agreed a new contributions schedule

Under this schedule, the Company made a contribution of £2 Om towards making good the shortfall revealed by the
2009 actuartal valuation Additionally, duning the period from 1 July 2010 to 31 December 2010, the Company
made regular monthly contributions of 12 0% of pensionable salanies plus £10,000 per month towards the expenses
of admimstening the Scheme

The next actuanal valuation of the Scheme will take place as at 31 March 2012 The level of contributions payable
by the Company will be reviewed as part of the valuation

The Company paid contributions in accordance with the Scheme rules in respect of members of the defined
contribution section

17
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Notes (continued)

18 Reserves
Profit
and loss
account
£000
At beginning of year 686
Profit for year 534
Credit 1n relation to share based payments 51
At end of year 1,271
19 Reconcihation of movements in sharcholders® funds
2011 2010
£000 £000
(Loss)/profit for the financial year 534 762
Credit wn relation to share based payments 51 85
Retamed profit 585 847
Net increase/(decrease) in sharcholders® funds 585 847
Opening shareholders’ tunds 3,936 3,089
Closing sharcholders’ funds 4,521 3,936
20 Share based payments

In 2004, 2007 and 2009, Danfoss A/S established new share option programmes for executive employees 1n the
Group These programmes also allow warrants to be granted to certain executive employees 1f specific performance
goals are achieved

The awarded options and warrants grant the right to buy and subscribe to B shares (of DKK100) not earlier than 3
years after the optioas or warrants are granted to certam fixed exercise prices The exercise prices are determined as
the latest published share prnice less 15% The options and warrants can only be exercised m return for Danfoss
shares

The equity settled programme included certain sentor managers of Danfoss Limited who were granted 5,656 options
n total between 2005 and 2009 These options give them the right to subscribe for 5,656 Danfoss A/S B-shares
DKK 1n the subscriphon peniod Apnl 2008 to April 2012 These share options having a vesting period of three
years with the first tranche having vested in April 2008, 900 of these options were exercised durmg 2011 As these
are equity settled transactions, the cost of the options 1s spread over the penod from the grant date to the vesting
date The fair value of the options at the grant date for the 2004 programme were DKK 564 for the first tranche,
DKK 762 for the second tranche and DKK 983 for the third and last tranche The fair value for the !st tranches of
the 2007 (1ssued 1n 2008) and the 2009 programme (1ssued 1n 2009) were DKK 895 and DKK 395, respectively
These schemes resulted 1n a charge to the profitand loss account in 2011 of £51,000 (2010 £85,000)

18
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Notes (continued)
20 Share based payments (continued)

The calculated fair values used for stating the values at the balance sheet date are based on the Black Scholes model
The assumptions used 1n the Black Scholes model are

2011 2010
Share pnce 3431 1,077
Expected volatility 56% 56%
Expected dividends 10% 1 0%
Rusk free interest rate 33% 33%

As Danfoss 1s not quoted on a stock exchange, the calculation basis for the above values 1s founded on a number of
comparable, quoted companies 1n Denmark and abroad

The share ophons 1ssued 1n 2007 and 2009 gave the option to either receive the shares in Danfoss A/S or receive a
cash payment for the difference between the market value of the share and the option pnice Due to the large increase
m share price in the year, management believe it prudent to accrue further for the options as it 15 believed there s a
high probabitity the shares could be cash settled rather than equity settled An extra £562,000 has been accrued other
creditors (note 12)

21 Ultimate parent company and parent undertaking of larger group of which the company is a member

The immediate parent company 1s Danfess Holding UK Limuted, a company mcorporated in Great Bnitain and
registered in England and Wales

The ultimate parent company 1s Danfoss A/S, a company incorporated and registered in Denmark  The largest and
smallest group in which the accounts are consohdated 15 that headed by Danfoss A/S

Copies of the financial statements of the above companies may be obtained from their registered offices as follows

Danfoss Holding UK Lumited
Capswood, Oxford Road
Denham, Bucks

UB9 4LH

Danfoss A/S
6430 Nordborg
Denmark

22 Acquisttion of trade

On the 30™ Apnil 2011, the Company purchased the trade of Heat Pumps Limited for a consideration of £19k At the
point of sale, the company had net habilities of £1,981k There 15 no difference between the fair value and the book
value of the assets acquired This gave nise to goodwill of £2,000k which 1s being amortised over 10 years

During the period, the acquired trade made the following contributions to the profit and loss account

£000
Tumover 1,604
Cost of sales (1,094)
Gross profit 510
Admmistrative expenses (1,027)
Operating loss 517
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