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Directors’ report

The directors present the directors’ report and financial statements for the year ended 31 December 2012

Business review and principal activity

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

The Company’s principal activity 1s the sale of controls and variable speed drives in the electrical and
refrigeration industries and of refrigeration compressors There have not been any significant changes 1
the Company’s principal activity i the year under review Danfoss UK Limited analyses its business nto
various divisions

Post balance sheet events

Subsequent to year end the entity has hived up 1t’s trade and assets into 1ts immediate parent company,
Danfoss Limited (formerly Danfoss Holding Limited) The trade of this entity will be on-going from this
date in Danfoss Limited (formerly Danfoss Holding Limited)

Key performance indicators

Danfoss UK Limited measures 1ts performance according to its mternal growth perspectives and budgets
On a monthly basis, all product Iines and business areas are controlled and evaluated 1f performance
differs to the above mentioned indicators If the business has deviations, immediate actions are set In
place to analyze and action plans are made

Risk management
The Group’s central financial department handle overall momitoring and control of financial and
operational rnsk management

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

Financial risk covers the following areas, currency exposure, interest rate risk, liquidity risk, credit risk,
other hedging and pension obligations risk

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

Foreign curreney risk

The Company 15 exposed to foreign currency risk on 1ts transactions that are denominated in currencies
other than Great British Pounds It 15 therefore exposed to the movement in exchange rates This risk 1s
partially mitigated by the company having bank accounts in foreign currencies

Interest rate
Interest rate nisk 1s neghgible as the Company does not maintamn any external debt

Credit risk

Exposure takes the form of customers who may not meet their obligation to agreed terms, the maximum
exposure to credit risk 15 represented by the carrying amount of each financial asset in the balance sheet
The severnity of the current economic turndown has caused Danfoss UK Limited to be extra vigilance n its
credit control process As with all companies, the Company 1s mcreasingly exposed to bad debt risk,
although to date, the Company has managed to avoid actual bad debts
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Directors’ report (continued)

Liguidity and cash flow risk

As at 31 December 2012 the Company had cash resources of £732,000 and forecast positive cash flows
for at least the next 12 months

Factors which could impact on our working capital management (and assocrated risk factors) are our
ability to generate sufficient sales to new and existing customers, changes in the competitive environment
of the markets in which we serve, and changes n technology

Dividends

The directors do not propose an ordinary dividend n respect of the current financial year (2041 £nil)
Political and charitable contributiens

The company made no political or charitable contnibutions during the year (201! £fmil}

Directors

The directors who held office during the vear were as follows

Anders Stahlschmidt
Kjeld Staerk
Nick Wanless (appointed 17/12/2012, resigned 17/12/2012 and reappointed 30/01/2013)

Post balance sheet event

Subsequent to year end the entity has hived up 1t’s trade and assets into 1ts immediate parent company,
Danfoss Limited (formerly Danfoss Holding Limited) The trade of this entity will be on-going from this
date in Danfoss Limited (formerly Danfoss Holding Limited) As part of this transaction the company
changed 1t’s name to Danfoss UK Limited from Danfoss Limited

Disclosure of information to auditors

The directors who held office at the date of approval of the directors’ report confirm that, so far as they are
each aware, there 15 no relevant audit information of which the company’s auditors are unaware, and each
director has taken all the steps that he ought to have taken as a director to make himself aware of any
retevant audit information and to establish that the company’s auditors are aware of that information

Auditors

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

By order of the board
1ck Wanless 22 Wycombe End
Director Beaconsfield
Buckinghamshire
HP9 INB

& S‘aﬁ 2013
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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 n
accordance with applicable 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 peniod  In preparing these financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,
* make jJudgments and estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements, and

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

The directors are responsible for keeping adequate accountmg records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position 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 irregularities




KPMG LLP

58 Clarendon Road
Watford

WD17 1DE

Urited Kingdom

Independent auditor’s report to the members of Danfoss UK Limited
(formerly Danfoss Limited)

We have audited the financial statements of Danfoss UK Limited (formerly Danfoss Limited) for the year
ended 31 December 2012, set out on pages 6 to 19 The financial reporting framework that has been
applied 1n their preparation 1s apphcable 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 report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members, as a body, for our audit work, for this report, or for the opimions 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 responsibility 1s to audit, and express an opinion on, the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Freland) Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements 1s provided on the Financial Reporting
Council's web-site at www frc org ub/auditscopeukprivate

Opimon on financial statements
In our opinion the financial statements

e give a true and fair view of the state of the company's affairs as at 31 December 2012 and of its profit
for the year then ended,

¢ have been properly prepared 1n accordance with UK Generally Accepted Accounting Practice, and
= have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given 1n the Directors' Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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Independent auditor’s report to the members of Danfoss UK Limited
(formerly Danfoss Limited) (continued)

Matters on which we are required to report by exception

We have nothing to report n respect of the following matters where the Companies Act 2006 requires us
to report to you If, 1n our opinion

e 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
« certamn disclosures of directors' remuneration specified by law are not made, or

* we have not recerved all the mformation and explanations we require for our audit

T V\mwv‘\u&\

Mark Matthewman {Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

58 Clarendon Road

Watford

WDI17 1IDE
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Profit and loss account
Jor the year ended 31 December 2012

Turnover
Cost of sales

Gross profit
Administrative expenses

Operating profit
Other interest receivable and similar income
Interest payable and stmilar charges

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial year

Danfoss UK Limited (formerty Danfoss Limited)

Note

>

bo

The result for the current and previous year 15 derived from continuing activities

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

A reconciliation of movement 1n shareholders’ funds 1s set out 1n note 19

Registered number 624322
statements

31 December 2012

2012 2011
£000 £000
41,573 44,087
(29,875) (31,954)
11,698 12,133
(10,362) (11,459)
1,336 674
(161) 28
- (87)
1,175 615
(376) (81)
799 534




Balance sheet
at 31 December 2012

Fixed assets
Tangible assets
Intangible assets

Current assets
Stocks

Debtors (includes £1 930k 1n relation to cash pooling
arrangement (2011 £4,224k))

Cash at bank and in hand

Creditors amounts falling due within one year

Net current assets

Total current assets less habilities

Provisions for habilities

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

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

Note

10

11

12

13

14
18

19

Danfoss UK Limited (formerly Danfoss Limited)

£000

653

8,727

9,380
(5,628)

2012

£000

13
1,667

1,680

3,752
5,432

(96)

5,336

Registered number 624322

statements
31 December 2012

2011
£000 £000
26
1,867
1,893
674
12,347
6
13,027
(10 355)
2,672
4,565
(44)
4,521
3,250
1,271
4,521

These financial statements were approved by the board of directors on 23 September 2013 and were signed on 1ts

behalf by

Nick Wanless

Direcior
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Notes

{formng part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in deahng with items which are considered
material 1n relation to the company’s financial statements

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

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

Gomng concern

The directors have assessed this company as a going concern and therefore the financial statements have been
prepared on that basis As described n the directors report Danfoss UK Ltd sold its trade and assets on 21 January
2013, for fair value Whilst the company therefore ceased to trade at this date 1t continued in existence and 1t 15 the
directors assessment that 1t has sufficient funds to meet its liabilities as these fall due

Intangible fixed assets and amortisation

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

Purchased software - 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 estimated useful economic lives as follows

Fixtures & Fittings - 4 years
Leasehold improvements - 6 years
Turnover

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

Foreign currencres

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the transaction
Menetary assets and habihties denominated in foreign currencies are translated using the contracted rate or the rate
of exchange ruhng at the balance sheet date and the gains or losses on translation are included i the profit and loss
account

Leases

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

1 Accounting policies {continued)

Penston costs

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

The Company also participates 1n a group pension scheme providing benefits based on final pensionable pay The
assets are held separately from those of the company The Company s unable to identify its share of the underlying
assets and liabihihies of the scheme on a consistent and reasonable basts and therefore, as required by FRS 17,
‘Renrement benefits’, accounts for the scheme as 1f 1t were a defined contribution scheme As a result, the amount
charged to the profit and loss account represents the contribution payable to the scheme in respect of the accounting
period Further details are shown 1n 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 2012 1s recognised as an employee expense
with a corresponding increase tn 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 fair value of the options granted 1s
measured using an optton pricing model, taking nto account the terms and conditions upon which the options were
granted The amount recogmsed as an expense 1s adjusted to reflect the actual number of share options that vest
except where forfeiture 15 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 habihties The fair value 15 measured at grant date and spread over the period during which the employees
become unconditionally entitled to payment The fair value 1s imitially measured at grant date and spread over the
period during which the employees become unconditionally entitled to payment The fair value is measured based
on an option pricing model takmg 1n to account the terms and conditions upon which the instruments were granted
The habihity 15 revalued at each balance sheet date and settlement date with any changes to fair value bemng
recognised in the profit and loss account

Stocks

Stocks are stated at the lower of cost and net realisable value In determming the cost of raw materials and work
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

Taxation

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

Provistons
A provision is recogmised m the balance sheet when the Company has a present legal or constructive obligation 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 acquisition and amoritsed over its useful life of between 5 and 20 years




Notes (continued)

2 Notes to the profit and loss account

Profit on ordinary activiftes before taxation is stated after charging*
Depreciation

Hire of other assets - operating leases

Audiors remuneration

Audit of these financial statements

Amounts recetvable by the auditors and their associates 1n respect of
Other services relating to taxation

3 Remuneration of directors

Directors’ emoluments

Danfoss UK Limited (formerly Danfoss Limited)
Registered number 624322

statements

31 December 2012

2012 2011
£000 £000
21 22
608 760
2012 2011
£000 £000
15 15
21 25
2012 2011
£000 £000
- 61

The directors are not accruing retirement benefits under the defined benefit scheme (201! ) The remuneration of

directors was borne by Danfoss A/S

10
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Notes (contmued)

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

2012 2011
Sales 81 68
Admmnstrative 16 15
97 83
The aggregate payroll costs of these persons were as follows 2012 2011
£000 £000
Wages and salartes 4,809 4,488
Sociat security costs 695 608
Other pension costs — funded defined benefits and money purchase scheme (see note 17) 2,579 2,573
Share based payments (sec note 2() 16 147
8,099 7.816

5 Other interest receivable and similar income
2012 2011
£000 £000
Other interest recerved 161 28
161 28

6 Interest payable and similar charges

2012 2011
£000 £000
On bank loans and overdrafts - 76
Net currency exchange losses - 11
- 87

11
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Notes (continued)

7 Taxation
2012 2011

Analysts of charge in period £000 £000
UK corporation tax

Current tax on income for this period 66 74

Adjustments 1n respect of prior year 146 (168)
Total current tax (see below) 212 (94)
Deferred tax

Origination/reversal of tirming differences 164 184

Adjustments in respect of prior year - -
Total deferred tax (sce note 16) 164 184
Tax on profit on ordinary activities 376 90

The current tax charge for the period 1s lower (2011 lower} than the standard rate of corporation tax in the UK of
24 5% (2011 26 5%) The differences are explained below

2012 2011
Current tax reconciliation £000 £000
Profit on ordinary activities before tax 1,175 615
Current tax at 24 5% (2011 26 5%} 288 163
Effects of
Expenses not deductible for tax purposes 68 86
Difference between capital allowances and depreciation (3) {(2)
Adjustments in respect of prior year 146 (168)
Penston tumng difference (287) (173)
Total current tax charge (see above) 212 (94)

Factors affecting the tax charge m future periods

A reduction i the UK corporation tax rate from 26% to 25% (effective from 1 Aprl 2012) was substantively
enacted on 5 July 2011, and further reductions to 24% {effective from 1 Aprl 2012) and 23% (effective from |
Apnil 2013) were substantively enacted on 26 March 2012 and 3 July 2012 respectively This will reduce the
company's future current tax charge accordingly The deferred tax asset at 31 December 2012 has been calculated
based on the rate of 23% substantively enacted at the balance sheet date

The March 2013 Budget announced that the rate will further reduce to 20% by 2015 i addition to the planned
reduction to 21% by 2014 previously announced i the December 2012 Autumn Statement It has not yet been
possible to quantify the full anticrpated effect of the announced further 3% rate reduction, although this will further
reduce the company’s future current tax charge and reduce the company's deferred tax asset accordingly

12
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8 Tangible fixed assets
Fixtures
& Fittings
£000
Cost
At | January 2012 144
Additions 8
At 31 December 2012 152
Depreciation
At | January 2012 137
Additions 1n the year -
Charge for the year 7
At 31 December 2012 144
Net book value
At 31 December 2012 B8
AL 31 December 2011 7

statements

31 December 2012

Leasehold
improvements
£000

429

429

410

424

U

19

Total
£000

573

581

547

21

568

13

26

13




Notes (continued)

9 Intangible fixed assets

Cost
At beginning of year

At end of year

Amortisation

At beginning of year
Charged n year
Impairment losses

Atend of year

Net book value
At 31 December 2012

At 31 December 2011

Danfoss UK Limited (formerly Danfoss Limited)
Registered number 624322

statements

31 December 2012

Goodwill

£000

2,000

2,000

133
200

333

1,667

1,867

Goodwil] from the acquisition of the trading assets of Danfoss Heat Pumps UK Limited 1s being written off 1n equal
instalments over 1t’s estimated economic life which, in the opinion of the directors, 1s 10 years

14




Notes (continued)

10 Stocks

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 tax payable

13 Provisions

At January 2012
Additonal Provision made during the year
Provision utilised during the year

At December 2012

Danfoss UK Limited (formerly Danfoss Limited)
Registered number 624322

2012
£060

653

653

2012
£000

7.910
477

320
20

8,727

2012
£000

341
2,410
1,308

540

964

65

5,628

statements
31 December 2012

2011
£000

674

674

2011
£000

6,732
954
4,224
253
184

12,347

2011
£000

183
6,718
968
1,830

656

10,355

Restructuring
£000

44
9%
(44)

96

15




Notes (continued)

14 Called up share capital

Authonsed, allotted, called up and fully pamd
3.250 000 ordinary shares of £1 each

Shares classified in shareholders’ funds

15 Commitments

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

Danfoss UK Limted (formerly Danfoss Limited)
Registered number 624322

statements

31 December 2012

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

Land and
Bwildings
£000

Operating leases which expire
Within one year -
In the second to fifth years inclusive 339
QOver five years

339

16 Deferred taxation

The elements of deferred taxation are as follows

Difference between accumulated depreciation and capital allowances
Other iming differences

Deferred tax asset (see note 11)

2012

2012 2011
£000 £000
3,250 3,250
3,250 3,250
2011
Land and
Other Buildings Other
£000 £000 £000
18 - 39
146 411 139
164 411 178
2012 2011
£000 £000
20 21
- 163
20 184

The deferred tax asset is 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 contribution pension scheme The pension cost charge for the period represents
contributions payable by the Company to the scheme and amounted to £349,000 (2011 £147,680) The Company
paid contnibutions m accerdance with the Scheme rules in respect of members of the defined contribution section

There was no outstanding or prepaid contributions at erther the beginning or end of the financial year

Defined benefit pension scheme

The Company participated in the Danfoss Holdings (UK) Pension Scheme (“the Scheme™) until 31 December 2012
The Scheme has a defined benefit section, which provides benefits based upon penstonable pay and pensionable
service completed with the Company to 31 December 2010, and a defined contribution section Following closure
of the defined benefit section to future accrual, its members joined the defined contribution section from 1 January
2011 The assets of the Scheme are held separately from those of the participating companies The Company 15
unable to 1dentify its share of the scheme assets and hiabilities as it 1s exposed to actuanal risks associated with
current and former employees of other companies participating in the Scheme

For pension schemes such as the Danfoss Holdings (UK) Penston Scheme, FRS 17 “Retirement Benefits”, requires

the Company to account for pension costs 1n these financial statements as 1f 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
An actuanal valuation was carried out as at 31 March 2012 and the most significant assumptions were

Rate of interest

Pre-retirement 5 4% pa
Post-retirement 3 5% pa
Rate of increase 1n salaries 50% pa
Rate of price inflation (RPI) 3 5% pa
Rate of price inflation (CPI) 30%pa

Rate of pension increases
Benefits built up prior to 1™ April 2006 34%pa
Benefits built up after 31 March 2006 2 3% pa

As at 31 March 2012, the market value of the Scheme’s assets amounted to £63 8m Based on the assumptions
adopted, there was a shortfall of £31 Om compared to the Scheme’s technical provisions at the valuation date

The pension cost for the Company during the year to 31 December 2012 15 equal to the contributions paid of
£2,579,000 (2011 £2,147,680) Contributions amounting to £nil (2011 £10,000) were payable to the scheme and are
included within creditors During the period from | January 2012 to 31 December 2012, the Company made a
contribution of £2 Om towards making good the shortfall revealed by the 2012 actuarial valuation Additionally, the
Company paid £10,000 and credited a further £110,000 towards the expenses of administering the Scheme

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

Following the Company’s cessation as a participating employer on 31 December 2012, it no longer has any hiability
to contribute to the Scheme

17
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Notes (continued)

18 Reserves
Profit
and loss
account
£000
At beginning of year 1,271
Profit for year 799
Credit in relation to share based payments 16
At end of year 2,086
19 Reconcihation of movements in shareholders’ funds
2012 2011
£000 £000
Profit for the financial year 799 534
Credit in relation to share based payments 16 51
Retamed profit 815 585
Net increase in shareholders’ funds 815 585
Opening shareholders’ funds 4,521 3,936
Closing shareholders’ funds 5,336 4,521

20 Share based payments

In 2004, 2007 and 2009, Danfoss A/S estabhished new share option programmes for executive employees n 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 DKK 100) not earlier than 3
years after the options or warrants are granted to certain fixed exercise prices The exercise prices are determmned as
the latest published share price less 15% The options and warrants can only be exercised n return for Danfoss
shares

The equity settled programme included certain senior managers of Danfoss UK Limited who were granted 5,656
options i total between 2005 and 2009 These options give them the right to subscribe for 5,656 Danfoss A/S B-
shares DKK n the subscription period April 2008 to April 2012 These share options having a vesting peniod of
three years with the first tranche having vested in Apnil 2008, 900 of these options were exercised during 2011 As
these are equity settled transactions, the cost of the options 1s spread over the peried 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 1st
tranches of the 2007 (1ssued 1n 2008) and the 2009 programme (1ssued in 2009) were DKK 895 and DKK 395,
respectively These schemes resulted 1n a charge to the profit and loss account in 2012 of £16,000 (2011 £51,000)

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

2012 2011
Share price 3,198 3431
Expected volatihty 56% 56%
Expected dividends 1 0% I 0%
Risk free interest rate 33% 33%

As Danfoss 15 not quoted on a stock exchange, the calculation basis for the above values 1s founded on a number of
comparable, quoted compantes in Denmark and abroad

The share options 1ssued 1n 2007 and 2009 gave the option to either recerve the shares in Danfoss A/S or receive a
cash payment for the difference between the market value of the share and the option price Due to the large mncrease
in share price in the year, management believe 1t prudent to accrue further for the options as it 1s believed there 15 a
high probability the shares could be cash settled rather than equity settled An extra £57,000 has been accrued other
creditors (note 12)

21 Ultimate parent company and parent undertaking of larger group of which the company 1s a member

The mmmediate parent company 1s Danfoss Limited (formerly Danfoss Holding UK Limited), a company
incorporated in Great Bnitain and registered in England and Wales

The ultimate parent company 15 Danfoss A/S, a company incorporated and registered 1n Denmark The largest and
smallest group 1n which the accounts are consolidated 1s 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 Limited
Capswood, Oxford Road
Denham, Bucks

UBS 4LH

Danfoss A/S
6430 Nordborg
Denmark

22 Post balance sheet event

Subsequent to year end the entity has hived up 1t’s trade and assets nto 1ts immediate parent company, Danfoss
Limited (formerly Danfoss Holding Limited) The trade of this entity will be on-going from this date 1in Danfoss
Limited (formerly Danfoss Holding Limited)

19




