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Organisasjonsnr: 976 647 602
LINDE AG NORSK AVDELING AV
UTENLANDSK FORETAK

RESULTATREGNSKAP

Belep i: EUR Note 2015 2014

RESULTATREGNSKAP

Inntekter

Revenue 8 17 944 000 000 17 047 000 000

Other operating income 9 421 000 000 486 000 000

Share of profit or loss

from asscciates and joint

ventures (at eguity) 12 000 009 22 000 000

Sum inntekter _ - - - -18 377 000 000 " 17 555 000 000

Koetnader

Cost of sales 11 575 000 000 11 297 000 000

Administration expenses 1 664 000 000 1 488 000 000

Marketing and selling

expenses 2 711 000 00C 2 476 000 000

Research and development

costs 132 000 000 106 000 00O

Other operating expenses g 252 000 000 303 000 000

Sum kostnader 16 334 000 000 15 670 000 000

Drifteresultat 2 043 000 000 1 885 000 000

Finanesinntekter og

finanekostnader

Financial income 11 42 000 000 50 000 00O

Sum finansinntekter 42 000 000 50 000 000

Financial expenses 11 439 000 000 415 000 000

Sum finanskostnader 439 000 000 415 000 Q00

Netto finane -397 000 000 -365 000 000

Ordinart resultat fer

ekattekostnad 1 646 000 000 1 520 000 000

Income tax expense 12 394 000 000 358 000 000

Ordinart resultat etter

skattekoatnad 1 252 000 Q00 1 162 000 000

Arereeultat 1 252 000 000 1 162 000 000

Mincritetsinteresser 103 000 000 60 000 000

Areresultat etter

minoriteteintereseer 1 149 000 000 1 102 000 000

Overferinger og

disponeringer

Overforinger til annen

egenkapital 1 149 000 000 1 102 000 000

Sum overferinger og

disponeringer 1 149 000 000 1 102 000 000
Utskriftsdato 15.09.2016 Organisasjonsnr 976 647 602 Side 1 av 5
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Organisasjonsnr: 976 647 602
LINDE AG NORSK AVDELING AV
UTENLANDSK FORETAK

BALANSE

Belgp i: EUR Note 2015 2014

BALANSE - ETENDELER

Anleggemidler

Immaterielle eiendeler

Other intangible assets 14 2 760 000 000 2 922 000 000
Utsatt skattefordel 12 327 000 000 306 000 000
Goodwill 14 11 604 000 000 11 055 000 000

gum immaterielle eiendeler 14 691 000 000 14 283 000 000

Varige driftemidler
Tangible assets 15 12 782 000 000 12 151 000 000
8um varige driftsmidler 12 782 000 000 12 151 000 000

Pinaneielle anleggemidler
Investeringer i

tilknyttet selskap 16 242 000 000 240 000 00O
Other financial assets 16 57 000 000 85 000 000
Receivables from finance

leases 18 217 000 000 248 000 000
Trade receivables 18 2 000 000 3 000 000
Other receivables and

other assets 18 426 000 000 549 000 000
Income tax receivables 18 9 000 000 3 000 000
Sum finansielle

anleggemidler 953 000 000 1 128 000 00O
Sum anleggsmidler 28 426 000 000 27 562 000 000
Omlepemidler

Varer

Inventories 17 1 241 000 000 1 155 000 000
Sum varer 1 241 000 000 1 155 000 000
Fordringer :

Trade receivables 18 2 724 000 000 3 061 000 000
Receivables from finance

leases ig $2 000 000 50 000 000
Income tax receivables 18 277 000 000 216 000 000
Other receivables and

other assets 18 778 000 000 723 000 000
Sum fordringer 3 831 000 000 4 050 000 000
Investeringer

Securities 19 421 000 000 621 000 000

Non-current assets
classified as held for :
sale and disposal groups 21 11 000 000 +]

Sum investeringer 432 000 000 521 000 000
Utskriftsdato 15.09.2016 Organisasjonsnr 276 647 602 Side 3 av &
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Bankinnekudd, kontanter
og lignende

Cash and cash egquivalents
Sum bankinnskudd,
kontanter og lignende

Sum omlepsmidler

SUM EIENDELER

BALANSE - EGENKAPITAL 0Q
GJELD

Bgenkapital

Innskutt egenkapital
Capital subscribed
Overkurs = _ I
Sum innekutt egenkapital

Opptjent egenkapital
Changes in squity not
recognised through the
statement of P/L

Revenue reserves
Minoritetsinteresser
Sum opptjent egenkapital

Sum egenkapital

Gjeld

Langeiktig gjeld
Pensjonsforpliktelser
Utsatt skatt

Other non-current
provisions

Sum aveetninger for
forpliktelser

Annen langeiktig gjeld
Financial debt
Liabilities from finance
leases

Trade payables

Other non-current
liabilities

Sum annen langeiktig gjeld

Sum langsiktig gjeld

Korteiktig gjeld
Leverandergjeld

Income tax payables
Current provisions
Financial debt
Liabilities from finance
leases

Other current liabilities
Liabkilities held for sale
and disposal groups

Utskriftsdato 15.09.2016

20 1 417 000 000

1 417 000 000

6 921 000 000

35 347 000 000

475 000 000

7 211 000 000

221 000 000

7 146 000 000

22 871 000 000
8 238 000 000

15 449 000 Q00

23 1l 068 000 000
12 1 750 000 000
24 530 000 000

3 348 000 000

25 8 460 000 000
26 55 000 000
27 2 000 000
27 847 000 000

9 365 000 000

12 713 000 000

27 3 223 000 000
27 568 000 000
24 1 089 000 000
25 1 023 000 000
26 23 000 000
27 1 255 000 000
21 4 000 000

Organisasjonsnr 976 647 602

1 137 000 000

1 137 000 000

6 863 000 000

34 425 000 000

475 000 000
6 730 000 000
7 205 000 000

-363 000 000
6 564 000 000
861 000 000
7 062 000 000

14 267 G00 000

1 265 000 000
1 726 000 000

492 000 000

3 483 000 000

8 562 000 000

51 000 000

648 000 000

9 263 000 000

12 746 000 000
3 485 000 000

525 000 000

1 012 000 000

1 294 000 Q00

23 000 000
1 073 000 000

5ide 4 av 5
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Sum korteiktig gjeld 7 185 000 000 7 412 000 000

Sum gjeld 19 898 000 000 20 158 000 00O

SUM EGENKAPITAL OQ GJELD 35 347 000 000 34 425 000 000
Utskriftsdato 15.09.2016 Organigasjonsnr 976 647 602 Side 5 av 5
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Close to the Customer

ANNUAL REPORT 2015

L

~ Leadlng. THE LINDE GROUP
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CORPORAIE PROFILE

CORPORATE PROFILE

THE LINDE GROUF

In the zo1s tinancial yeas, The Linde Group generated revenue of eur 17,544 bn, making it one of the leading gascs and
cngineering companies in the world, with approximately 61,500 employecs working in more than 190 countries worid-
wide. The strategy of The tinde Group s geared towards tong-t=rm profilable growth aud focuses un the expansion cf
its international business with forward-looking products and services. Linde acts responsibly towards its sharehelders,
business partners, employees, society and the envisonment in every one of its business areas, regions and locations
across the glohe. the company is committed to technologies and products that unite the goals of customer value and
sustainable development,

ORGANISATION

The Group comprises thrce divisions: Gases and Engineering {the twn core divisions) and Other Activities (the lonis-
tics services company Gisty. Fhe largest division, Gases, has three scgments: EMEA (Furepr, Middie Last and Afnica),
flegional Business Umits (K8US). 1n ad-

Asia/Pacitic and the Americas. These segments are further sybdraided inte nine
dition, Linde has established five Glohal Guvernance Centres {GGCs) for the Gases Division whith are contrally managed
and aperate acress the regions: G¢ Merchant a Packaged Gases (liquefied gases and cylinder gas), GGl Flertrenics
(electronic gases), GGC Healthears, 66C Operatiens +nd GGC Dediver. The Group has alse sef up the Group-wide unction
Oppostunity & Project Development in erder to take better advantage of business opportenities,

GASES DIVISION
The Linde Group is a woild Teader in the international gases market. The company offers a wide range of compiessed
and liqueficd gases as well as chemicals, and s the partner of choico across a nuqge variety of industries. Linde gascs are
used, for exampie, in the energy sector, stee’ piaduction, chemicai processing, environmental protection and wetding,
as well as 1 tood processing, glass production dnd electronics, The company is also investing i the cxpansion of 1its
Healthoare business (medical gases and services), and is a teading glabal plaver in the development ot environmontally
friendiy hydrogen technologies

ENOGINEERING BIVISION
tinde’s Engineering Oivisian is successful thioughout the world, with its focus oo promising market seyments such as
olefin, natural gas, air separation, hydrogen and synthesis gas plants, in contrast to virtually all competitors, the company
taniely onils own extensive process engineesing know-how in the planning, project development and construction of
tuinkey industrial plants tinde plants are used in 3 wide variety of helds: in the petrochemicai and chemicalindustrios,
in refincrlcs and fertiliser plants, to recover air 03ses, 1o produce hydrogen and synthesis gases, te treat matuiad gas
and to produce noble gases.

20.11.2020 kl 01:44 Brgnngysundregistrene
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THE LINDE WORLD

with its gases and engineering operations, Linde is represented in more than 100 countries around the world. The Gases
Givision has three segments: EMEA (Europe, Middie East and Africa), Asia/Pacific and the Americas. These segmunts are
further subdivided into nine Regional Business Units (RBUS). This structure means that Linde is in the best position 1o
respond Lo local and regional market conditions in the gases business and to meel its gases customers requirements as
effectively as possible. Active the world gver, the Engineering Division spedialises ia olefin plants, natural gas plants.
aif separation plants and hydrogen and synthesis gas plants.

SEGMENTS WITHIN THE GASES DIVISION
W OAMERICAS W EMEA B OASIA/PAGFIC WECIONS WiTHOUT LINDL GASTS BUSENESS

CUSTOMER SEGMENTATION WITHIN THE GASES DIVISION

[ZH M CHEMISTRY METALLURGY MANUFAC- ELECTRONILS HEALTHCARE OFHERS
o REVERAGES & ENEROY & GLASS TURING
INDUSTRY
Aquaculture Energy Glass & tibre Aerospace solar Hospitat tducation &
Gwaler oplics . . ar research
treatment Fine s petca- °F Automotive  Semi care esearh
chemistey Heal H conducios Homecare Retail
Beverages treatmant €avy . ; )
Phaima construction Chip Gas Distributors
food Other Non-ferrous &machinery packaging therapies
chemistry Steel tight metal Care
fab. . 1 3
Othes ab. aprod concepts ‘
metallurgy Other many- !
& glass fatturing |
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OUR VISION

we will be the leading global gases
and engineering company, admired for our people, ‘
who provide innovative solutions that make

a difference to the world.

OUR COMPANY VALUES

PASSION TO EXCEL. 1
INNOVATING FOR CUSTOMERS. ‘
EMPOWERING PEOPLE.
THRIVING THROUGH DIVERSITY.

QUR VISIAON
QUR (DMPANY FALELS
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ABOUT THIS REPORT

[PARYT OF THE COMBINED MANAGEMENT REPORT]

PREPARATION OF THE MANAGEMENT REPORT

This management report has been prepared in accordance with the rules set out in German Accounting Standards
ORS 20 and DRS 17. DRS 20 goveins the preparation of management reports for German capital market based ho'ding
companies which are required by § 3154 of the Gesman Commerciai Code (HGB) 10 prepare a Group manayemenl report
in accordance with § 315 HGB. DRS 17 governs the seporting of the remunaration of the members of executive bodies of
groups. tinde alse follows the German Corporate Governance (nde presented by the "Gevernment Commission on the
Geiman Coiporate Governande (ode” and as amended fiom time to time. Linde’s Group management report has been
combined with the managemcent report of Linde AG in accordance wilh § 315 (3) HGB in conjunction with § 298 (3) HGE.
The management report presented here s therefoie entitled the combined management report. 1he annual fnancal 1
statements of Linde AG, which are prepared in accordance with the provisions of the German (ummercial {ode [HGB), |
and the combined management report will be published simultancousty 1n the electronic German Federal Gazette |
{Bundesanseiger). The information set put on the following pages applics to both The Linde Group and Linde AG unless ‘

!

otherwise indicated Sections contaming intormation which relates only to Linde AC are cleady designated as such,

CONSOLIDATED FINANCIAL STAYEMENTS AND NOTES
1O THE GROUP FINANCIAL STATEMENTS
The consatidated financial statements of Linde Aktiengeselischaft for the year ended 31 December 2015 have been
prepared in accordance with inlernational FinanGal Reporting $tandards (FRS) issued by the International Actounting
Standards Board (IASB) as adopted by the Furepean Union pursuant to EU Regulation No, 160672002 of the Fuiopean
Partiament and the Counai on the application of internatianai Accounting Standards in the European Unton

ARGUT THES wliQu!

AUDIT
KPMG AG Wirtschaftsprifungsqesel schaft has audited the Group fnandial statements which were prepared in atcordance
with International Financial Reporting Standards (JFRS) including the combined management report far the yeat ended
3 December 2015. Their ungualified audit apinion is presented on »2er 23 70 20,

SUSTAINABILITY RKEPORTING
Linde publishes nen-financial performance indicatars and yualijative information on the subject of sustainable man- i
agement in its Annyal Report. The Corporate Respensibility (CR) Report provides supplementary detailed information
cn 1his topic. The Group complics with internationally recogmised standards Tur sustainabilily repoiting. such as the
Global Reporting Imitiative (GRI} guidelines and the requirements set aut in the United Nations Global Compact. The
cutrent version of the Corporate Responsibility Report is available oaline at w v Guis v iow pepcr.
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Close to the customer

For Linde, being close to our customers means a
lot more than geographical proximity - we partner
with them, advise them and actively support
them. Every day, our aim is to reach out to our
customers and exceed expectations through -
constant open dialogue and technology break-
throughs that add true value. h

CLOSE TO THE CUSTOMER

CONTENTS
A

Tailored
applications
PAGE it

,,,,,,,

- : R , Dynamic
;o : T : services
PAGE 1X
Innovative

drive
PAGE XV
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CLOSE YO THE CUSTOMER

Close to the customer

B 4

1

Tailored
applications

at Linde mean being a strong partner

to our customers and successfully ex-
ecuting the most complex of projects.
The decision to jointly tackle new chal-
lenges is always built on trust - the
kind of trust that we win by combining
engineering excellence with innova-
tive power, experience and reliability.

The results speak for themselves -
whether we are engineering a world-
stale petrochemical plant in Siberia or
optimising a food freezing solution in
Malaysia.

PAGE I1i

—v —v
Dynamic Innovative
services drive

at Linde mean intensifying dialogue
with cur customers. The more you lis-
ten, the more you learn and the better
you can meet a customer’s individual
needs. And that is the key to deliver-
ing services that quickly help our cus-
tomers achieve lasting efficiency gains.
We free our customers up to focus on
their core business and adapt rapidly
to new challenges.

As part of our global Customer Expe-
rience initiative, we are establishing
many new customer touchpoints. The
Engineering Division is demonstrating
how one-on-one engagement with our
customers is driving business success.
And our Healthcare business is deliv-
ering services that benefit society as
a whole.

PAGE IX

at Linde means breaking the mould in
a spirit of partnership. By anticipating
future challenges, we transition ideas
to pilot projects - which can then be
rapidly and effectively advanced to
market maturity by working closely
with customers. These projects set new
collaborative benchmarks for techni-
cal progress.

The development of a digital cylin-
der valve, for instance, marks a key
step for both Linde and its customers
on the journey towards Industry 4.o.
This type of data intelligence can be
used to pre-empt demand and opti-
mise supply chains.

PAGE XV

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 15 av 272



EE- Brgnngysundregistrene Arsregnskap regnskapséret 2015 for 976647602

Tailored
applications

At Linde, the development of tailored applications
begins with an in-depth understanding of our customers’
needs. Our objective is not only to meet but, even
more importantly, to exceed expectations. By com-
bining engineering excellence with innovative drive and
reliability, we are able to deliver projects to the very
highest execution standards.

Over time, this winning combination has bolstered our
leading position in the development and delivery of
complex projects and provided a solid foundation for
lasting customer ties.

CORTERTS

1

Engineering:
Through permatiost
with precision
o

Food:
spiralling sutcess

roait

IH
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CLOSE TO THE CUSTOMER

Tailored applications

1

Through permafrost
with precision

ENGINEERING

4

58°12'N, 68° 16’0

Tobolsk

siberia’s second oldest city,
major refining centre and
key petrochemica! hub.

W
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ENGINEERING

TOBOLSK 15 A KEY LOCATION FOR SIBUR.
THE COMPANY 15 NOW BUILDING ONE OF
RUSSIA’S LARGEST ETHYLENE PLANTS
NEAR THE EXISTING POLYMER PLANT.
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CLOSE TO THE CUSTOMER

THROUGH PERMAFROST WiTH
PRECISION ENGINEERING

Tobolsk, Siberia. Dense fog billows over
the vast steppes of Western Siberia.
Huge amounts of ¢rude oil and natural
gas are extracted from the depths of
this region. Not far from the Russian
city of Tobolsk, the country’s leading
petrochemical company, SIBUR, is tak-
ing @ major stride into the future by
constructing one of Russia’s largest
ethylene plants - and Linde is playing
- . a decisive role in the project.

Known simply as Tobolsk2, this ambitious
project spans an area equivalent to one
hundred football pitches. In practice,
though, the plant's size and complexity
pose less of a challenge than the local
climate and geography. In winter, tem-
peratures here fall as low as minus 40
or even minus 5o degrees Celsius, while
icy winds turn work into an extreme en-
durance test for people on the ground.
These conditions also place exceptional
demands on equipment and logistics.
Frozen solid in winter, the active layer
above the permafrost thaws in summer,
turning the rock-hard ground into wet-
lands. Supplying the construction site
with materials and resources is thus a
majos lagistical feat, requiring meticu-
lous planning to ensure key components
from around the globe always reach the

Vi

site on time. The river routes to Tobolsk
are the only feasible option for heavy
plant components - but even they are
only navigable in summer, While the
waterways start thawing from the up-
per reaches in spring, in autumn they
freeze from the estuary back towards
the headwaters again. So in the waorst
case scenario, a delay of just a few days
tould mean postponing a delivery to the
next summer. When it came to selecting a
reliable partner for this project, the SIBUR
management team knew from the out-
set that it needed a company capable of
stepping up to these extreme conditions.

Linde made it straight to SIBUR’s shortlist,
thanks partly to the wealth of experience
that Linde has gained from the successful
delivery of around 4,000 petrochemical
plants worldwide. tn addition, Linde had
already won SIBUR's trust by constructing
a polypropylene plant at Tobolsk. Ulti-
mately, though, the key success factor
in securing this follow-up contract was
the company’s outstanding engineering
know-how and comprehensive engineer-
ing, precurement and construction (EPC)
experience in realising complex facilities.
Time and again, major projects involving
billion-euro investments have demon-
strated Linde’s ability to exceed customer
expectations with execution excellence
and exceptional reliability. Pioneering
reference projects such as Hammerfest
(Norway), Borouge (Abu Dhabi) and Pearl
{Qatar) provide concrete proof of this,
weighing in Linde's favour when it comes
to new orders.

Since 2012, Linde has been working on one
of the world's largest polyolefin process-
ing plantsin Tobolsk, designed to generate
high-quality feedstock for polymer pro-
duction. In total, around 100,000 tonnes
of concrete and s0,000 tonnes of steel
are going into Tobolsk2's construction, as
well as almost 5,000 kilometres of cable.

Evenselecting and combining the materi-
als is a challenge. Every individual plant
component must be able to withstand the
extreme local temperatures and permit
start-up and shut-down at any time, while
also contribyting to cost efficiency. Linde
is channelling the technotogy know-how
that it has gained as one of the world’s
leading plant engineers into this project,
further cementing the company’s pasition
at the forefront of the market.

work progressed well in 2015, with the
project running on schedule. Construc-
tion work should be completed in 2020,
when it goes on stream, the plant will
produce ethylene at a rate of around
1.5 million tonnes per anpum (tpa), as
well 35 500,000 tpa of propylene and
100,000 tpa of butadiene. The scale of
Tobolsk2 already makes it a key project
for the region as a whole. In the future, it
wiltenable the Russian polymer industry
to meet sharply rising demand for feed-
stock without relying on impaorts. This
will enhance SIBUR’s value chain deep
into the downstream industry sectors.
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ENGINEERING
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AT A GLANCE

Extended product portfolio

SIBUR EXTENDS ITS VALUE CHAIN WITH THE HELP OF AN ETHYLENE PLANT BUILT BY LINDE

P ExTRACTION “

NATURAL GAS CRUDE OIL
; LIQUID GAS
NAPHTHA

;
P FEEDSIOCK EXTRACTED FROM

NATURAL GAS AND (RUDE 01t 2 4

WELLS IS CONVERTED INTO

ETHYLENE, PROPYLENE AND .

BUTADIENE AT LINDE'S PLANT

POLYMERISATION

W
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POLYMERS PLASTICS AND SYNTHETIC SYNTHETIC RUBBER INTERIM PRODUCTS
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CLDSE 1O THE CUSTOMER

Tailored applications

1

Spiralling success
FOOD

Frozen food is a real success story within
the food business. In Germany alone,
annual consumption of frozen food has
jumped from around 17 kilograms per
person in 1984 to 42 kilograms in 2014,

These figures show just how dynamic this
- industry is - and-also give some indica-
tion of how fierce competition must be.
Frozen food is a billion-euro business.
Securing a place at the pinnacle requires
constant innovation, new product lines
and ongoing technology optimisation.

For many years now, Malaysian frozen
food producer MacFood has placed its
trust in Linde’s engineering know-how.
This was recently put to the test once
againin a bid by MacFood to save liquid
nitrogen and thus drive down the costs
of its freezing process. The particular
challenge here was toretain the existing
spiral freezers and accomplish the entire
revamp withoutinterrupting production.
Aglobal first, since no freezer system had
ever been upgraded in this way before.

Fallowing an in-depth analysis of a spi-
ral freezer, Linde Malaysia presented a
solution in February 201s that not only
increased efficiency by up to 2o percent
but also gave MacFood over 30 percent
mare production capacity. Instead of
2,000 kilos per hour, the new system can
now freeze 2,200 kilos. Thanks to this
revamp, MacFood has saved investment
costs to the tune of around 4 million eu-
10s. All the more impressive considering
that this performance gain only applies
to one of three such freezers to date - so
the potential here remains huge.

This successful outcome has far-reach-
ing benefits for Linde, too. Macfood has
chosen to secure the services of Linde
Malaysia for another seven years witha
total contract volume of 50 million euros.

-V

SUCCESS STORY

Contract extended

PARTNERSHIP SECURED INTQ THE FUTURE

Linde has been a reliable partner to PEMEX
since 2000, supporting the efficient ex-
traction of crude oil in Mexico. Building on
Linde’s commitment to continually develop-
ing its plants, PEMEX decided ahead of time
to extend the existing contract to 2027.

vin

I 4

FACTS & FIGURES

Positive outcomes

UUNDE IMPROVES NUMEROUS FACTORS

GAS FLOW VELOCITY ACCELERATED
FROM 3 10 6 METRES PER SECOND

2014 2016

Q@'.

@ (]
oL +100%

LIQUID NITROGEN CONSUMPTION
REDUCED BY ARQUND 20 PERCENT

2014 2016

D D -20%

PRODUCTION CAPACITY INCREASED
8Y ARQUND 30 PERCENT

2014 2016

DD 1300
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Dynamic
services

Direct communication and active, ane-on-one engage-
ment with customers is the key to building trust in our
role as partner and advisor. Our goal is to anticipate
changing customer requirements and dynamically
adapt our service offering to a constantly evolving
business environment.

We need to truly understand our customers’ needs in
order to develop services that match those needs.
This basic belief informs all of our actions and dealings,
helping to strengthen our long-term partnerships
and unlock new and promising business opportunities.

iEA

2

Customer Experience:
No voice unheard

Fani

Telehealth:

Helping patients become
more independent

AT
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CLOSE 10 THE CUSTOMER

Dynamic services

2

No voice unheard

CUSTOMER EXPERIENCE

B4

WORLDOWIDE

Pilot countries

The Voice of the Customer
platform has been success-
fully rolled out to fifteen
countries around the globe:
Australia, Austria, Canada,
China, the Czech Republic,
Denmark, Germany, India,
Ireland, Malaysia, New Zea-
land, Norway, South Africa,
Sweden and the UK.

X
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CUSTOMER EXPERIENCE

4

AT A GLANCE

Customer Experience - listen, learn, live

LINDE'S VOICE OF THE CUSTOMER (YOC) PLATFORM GIVES CUSTOMERS NUMEROUS TOUCHPOINTS BEYOND
THE ANNUAL CUSTOMER EXPERIENCE (€X) SURVEY.

2015 CX SURVEY DIALOGUE (vOC) 2015

» 12 KEY MARKETS
» 2,500 PARTICIPANTS
» ANNUAL RESPONSE

»ROLIED OUT TO 15 COUNTRIES;

14 MOGRE TO FOLLOW
» 28,000 PARTICIPANTS IN UK ALONE
» CONTINUOUS FNGAGEMENT

Touchpoints along the customer journey
TYPICAL TOUCHPOINTS FOR A CYLINDER CUSIOMER

CUSTOMER SERVICE

pere

5
2
=
=

-,

DELIVERY/COLLECTION QUERY
MANAGEMENT

| |
& ®

CUSTOMERS CAN USE DIFFERENT COMMUNIEATION CHANNELS

—

FRESALES
QR CODE ON LINK ON DRIVER TELEPHONE WITH VOICE
THF 8111t INFO CARD RECOGNITION SERVICE

Benefits

FOR LINDF FOR THF CUSTOMER

» BULD (USTOMER LOYALTY » EASIER, MORE DIRECT INTERACYION WITH LINDE
» STRENGTHEN IMAGE » FASTER SERVICE

» MOTIVATE EMPLOYEES » OPTIMISED EXPERIENCE OVFRALL

Outcome

INSIGHTS COLLECTIVELY GAINED FROM CUSTOMER ENGAGEMENT INITIATIVES FLOWED INTO 118 OPTIMISATION PROJECTS IN 2015,
THE FOLLOWING IS JUST ORE EXAMPIE:

Oct 2015 500 530 App 25%
OPTIMISATION PROJECT CUSTOMERS USE TRUCKS FOR CUSTOMERS DROP IN NUMBER OF QUERIES
KICKED OFF iN CHINA THE NEW SERVICF ARE NET 10 CHECK DELIVERY ON DE[IVERY STATUS

WORKED STATUS
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CLOSE TO THE CUSTOMER

NO VOICE UNHEARD
CUSTOMER EXPERIENCE

Listening to the customer: a virtue that
companies often preach but seldom
practise. Linde is striving te make the
voice of every single customer heard.
Not only does this strengthen business
relationships, the resulting dialogue
helps Linde make targeted improve-
ments to products, processes and ser-
vices. Which is why the company is
intensifying its efforts in this area and
2iming for even greater customer en-
gagement around the world.

Listen and learn - so the mantra goes. It
follows then, that the more we listen the
more we learn. Learning from custom-
ers is only possible if they can engage
directly and easily. moreover, the loop
' must be closed: the insights collectively
gained from customer engagement must
be directly channelled into the right
projects, strategies and processes, In-
tensitying dialegue between Linde and
customers therefore has been and con-
tinues to be the aim of the company-wide
Customer Experience (CX) programme.

The CX programme wants to ensure that
all voices are heard. In the Gases Divi-
sion, for example, cylinder customers
may not have the same natural touch-
points as a client with an an-site gas

X1l

production plant. Yet they contribute just
as much to revenue. The (X programme
will make it just as easy for this base of
around two million cylinder customers
to reach Linde.

An annual survey run by Linde in twelve
key markets provides the basis for a
deeperunderstanding of customer needs.
The results of this customer engagement
can drive strategy in a top-down manner.
But that's not all. Complementing this,
the CX programme provides mechanisms
to encourage dialogue at a transactional
level. This follows a bottom-up approach,
led by continuous customer engagement
with frontline employees.

A key tool in this initiative is the Voice
of the Customer platfarm. This increases
the number of channels and touchpaoints
customers can use to reach Linde. At each
stage in the customer journey - be it cyl-
inder deliveries, collections, telephone
orders, invoicing or in-shop purchases -
they have the opportunity to provide
feedback. A digital dashboard bundles
customer comments and suggestionsin
real time. Urgent issues are processed
immediately and queries are forwarded
to the appropriate departments.

Linde began rolling out this platformin-
ternationally in 2015, and 2016 will see
additional countries hooking up. Informa-
tion gathered in this way regularly flows
into the 120 or so optimisation projects
currently underway in response to cus-
tomer feedback. The three main focus
areas for Linde at present are query
management, ease of contacting Linde
and delivery.

4

FACTS & FIGURES -

Close to the
customer -
the world over

HIGHLIGHT CUSTOMER EXPERIENCE
ACTIVITIES ORGANISED BY LINDE

» Customer survey
(12 countries)
» Voice of the Customer
platform (15 countries)
» Thank You campaign (UK)
» Buddy programme (UK)
» (X Gold Star award (India)

In China, for example, Linde got closer to
its customers by launching the company’s
first-ever delivery tracking service. The
e-notification app service keeps custom-
ers informed of their delivery status. It
updates arrival times and provides a de-
livery notice ene hour before delivery -
via phone, text messaging or WeChat,
a Chinese smartphone chat application.
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CUSTOMER EXPERIENCE

Increasing customer touchpoints is,
however, not the only success factor
behind vibrant and productive customer
engagement. It is also important to em-
bed customer engagement deep within
acompany's culture. Which is why the (X
initiative includes a variety of measures
to ensure that all Linde employees, ire-
spective of individual roles, experience
customer interaction first hand. One ex-
ample is the UK's Customer Experience
Month. itinduded a Thank You campaign
where 300,000 customers were invited
to Linde and personally thanked by em-
ployees. Also in the UK, the "buddy”
programme sees non-customer-facing
employees buddied up with frontline
employees for a day. In India, the CX
Gold Star award is given to employees
who submit the best ideas for improving
customer experience.

The Customer Experience pragramme will
continue into 2016 with numerous initi-
atives to inspire and energise customer
dialogue - all with the aim of ensuring
that no voice goes unheard.

Xt

. 4

SUCCESS STORY

Culture promoting customer engagement

LE CUSTOMER SERVICES

Linde Engineering’s Customer Services (CS)
team.is all about one-on-one customer
engagement. The team’s work reaches deep
within the companies it serves, supporting
plant modifications, revamps and, more
recently, even plant relocations. This is
probably the most challenging undertaking
in helping customers respond to changing
market dynamics. The €S department is
firmly on the path to success, doubling order
volume every year since 2013.
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CLOSE TO THE CUSTOMER

Dynamic seqvices

2

Helping patients become more independent

TELEHEALTH

Beds in British hospitals are scarce - the
nation’s public healthcare facilities have
been chronically overstretched for many
yeass now. Care at home is a potential
answer to this escalating bed crisis. The
National Health Service (NHS) relies on
private contractars - such as BOC, UK
member of.The Linde Group --to deliver
homecare services. BOC's telehealth
offering is much more than aninnovative
care modef. Digital networking across
patients, doctors and nursing staff not
only relieves the NHS, it also increases
patient autonomy. This means that BOC's
offering has both a social and ecoromic
dimension, since caring for patients is
extremely time-intensive and associated
with very high costs for family members
and their employers. Against the back-
drop of ageing populations in industri-
alised countries, healthcare has now
become a major economic factor.

Xty

4

FACTS B FIGURES

Close to the customer - the world over

CUSTOMER EXPERIENCE ACTIVITIES

In 2013, there were 2.8 ho§pital beds per thousand people in

the United Kingdom - one of the lowest rates of any OECD
member. By contrast, the equivalent rate for Germany was
8.3. And even this peak figure within Europe was topped by
Korea (11.0) and Japan (13.3).

o fom
2.8
oo o o o o o o o

GERMANY

8.3
oL L U L s s T E o

SOUTH KGREA

11.0
25 2 s oy oy fosy ey oy o ey oy oy ey

JAPAN

13.3

There are currently more than 11.4 million UK citizens over
the age of 6s. By 2050, this share of the population will rise
sharply to exceed the 19-million mark.

CITIZENS OVER THE AGE OF 65 1N 2014

11.4m

CITIZENS QVER THE AGE OF 65 BY 2050

19.0 m
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Innovative
drive

At Linde, innovative drive is a key success factor - for
us as a company and for our customers. Many of our
long-term relationships are built on our determination
to challenge the limits of technology and give our
customers the early-adopter advantage. Qur mission is
always to help our customers master tomorrow’s
challenges.

This ambitious drive benefits both us and our customers
by enabling innovative products and better services -
all of which have the potential to leverage untapped
market opportunities.

3

Digital ¢cylinder valve:
Into the digital age

PenF Ay

v
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CLOSE TO THE CUSTOMER

Innovative drive

3

Into the digital age

DIGITAL CYLINDER VALVE

B4

35°51'N, 4% 15'0

Glasgow

scotland’s largest city.
Flourishing industry,
especially around crude
oil, natural gas, chemicals
and biotech, have made
Glasgow the UK’s third-
largest industrial hub.

xvi

20.11.2020 kI 01:44 Brgnngysundregistrene Side 29 av 272



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2015 for 976647602

DIGITAL CYLINDER YAEVE
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CLOSE TO THE CUSTOMER

INTO THE DIGITAL AGE
DIGITAL CYLINDER VALVE

Big data is driving process efficiency
gains around the world. And at Linde,
valves are now communicating to bring
the benefits of digitalisation to custom-
ers. Nat only does Linde’s innovative
digital cylinder valve simplify every-
day management of industrial gases,
it is yet another example of how the
company’s innovative capabilities are
adding value to its customers,

xviel

Linde is taking its next big step te-
wards Industry 4.0 in Scotland. Since
December 2015, the company has béen
canducting field tests for a new digi-
tal cylinder valve inspired by LIV®1Q - a
smart valve already in use in the med-
ical sector.

Known as EVOS™ O, this latest advance
is designed for customers of industrial
gases. This new generation of gas cyl-
inders dynamically communicates infor-
mation on contents and location to gas
users. The digital valve is connected to
an online system that displays its key
parameters via an app. Networking the
virtual with the physical, the Internet of
Things marks a quantum leap in process
optimisation. The customer now always
knows exactly where their gas cylinders
are and how much gas they have left. This
saves a huge amount of time.

Thanks to the digital valve, Linde can an-
alyse customer consumption patterns and
respond swiftly to new needs. This in-
creases efficiency and minimises risks on
the customer side. The cylinder’s digital
technology thus ensures uninterrupted
supply and business continuity. To put it
simply, when the contents of one cylinder
are running low, the next one is already
on its way. This leaves customers of all
sizes, from solg welders to chemical or
refining giants, free to concentrate on
developing their business - rather than
worrying about supply chain security.

The smart EVOS™ OCi cylinder valve is a
defining step in the transition towards
the technolegies of tomoarrow. These
are enabled by big dats, which Linde is
leveraging to unlock the markets of the
future - for itself and for its customers.

4

AT A GLANCE

The networked cylinder

LINGE'S NEW SMART VALVE WILL ENABLE CUSTOMERS TO EASILY MONITOR,
MANAGE AND ANALYSE THEIR GAS CONSUMPTION,

[ vt LINDE CLOUD SERVICES .
2 ¢ 7 A
: .
0 y
S . o

ripeATER TS

EVOS™ DCI CYLINDER

WEB APPS

MOBILE APPS
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Letter to the shareholders

The Executive Board

The Supervisory Board

Reporl of Lhe Supervisory Board

o o =N

Corporate Governance

14 Corporate Governance Declaration
and Corporate governance report

22 Remyneration report
(Part ef the combined management report)

37 Linde in the capital market

Group Governance

SECTION 1

GROUP GOVERNANCE
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LINDE FINANCIAL REPORT 2015

LETTER TO THE
SHAREHOLDERS
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LINDE FINANCIAL REPORT 2015
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2015 was a turbulent year for you, as Linde sharehalders, or
for us as a company. Qur share price performance has not
been satisfactory over the past few months. This is due to
anumber of factors. The weak global economy, particularly
inthe emerging markets, which are key markets for us, had
amarked negative impact on global industrial production.
what is more, geopolilical tension, local trouble spots
and low oil prices fuelled a marked reluctance to invest
among our customers in the plant construction segment.

In this challenging environment, we have been able
to maintain stable earnings power and achieve a solid
overall result. The Group reaped the benefits of positive
exchange rate effects and achieved growth in both Group
revenue and operating profit. Linde achieved a 5.3 per-
cent increase in Group revenue in the 2015 financial year
10 EUR 17.944 bN. At EUR 4.131 bn, Group operating profit
exceeded the prior-year value by 5.4 percent.

We will be sticking unreservedly to our reliable div-
idend policy in the future as welk. Al the Annual Gen-
eral Meeting on 3 May 2015, the Executive Board and
supervisory Board will propose the payment of a divi-
dend of Eur 3.45 per share (2014: EUR 3.15 per share), This
implies an increase in dividend of 9.5 percent, which
is disproportionately high relative to earnings growth.
This sends out a positive signal to you, our shareholders,
and reflects our firm conviction that we will be able to
ensure stable and profitable business development in
the future, too.

Although some markets {ell short of expectations, we
neverthetess wrote a number of considerable success
stories last year. These include the long-term extension
of our supply agreement with PEMEX in Mexico and, last
but not feast, the strategic partnership with Gazprom in
Russia, which paved the way for our first plant construg
tion agreement.

The overall pronounced reluctance to embark on large-
scale investments due o sustained fow oil prices ultimately
forced us to revise our revenue forecast for the full year
2015 because of the weaker engineering business. In the
medium term, we are likely to continue operating in a
market environment characterised by moderate growth,
geopolitical instability and extremely volatile capital mar-
kets. As a result, we adjusted our 2017 targets for Group

operating peofit and the return on capital employed (ROCE)
in the fourth quarter of the year to reflect the new en-
virphment.

There is no doubt that we are currently experiencing
a period of uncertainty. We are still aiming to ensure sia-
ble, sustainable and profitable growth far the Company.

Adjusted for currency effects, we expect a Group rev-
enue performance between-3 percent and +4 percentin
the 20ts financial year. As far as Group operating profit is

concerned, we also expect a currency-adjusted develop-

ment between -3 percent and +4 percent in the current
yeal. We have set a value of around 9 percent as our target
for the return on capital empioyed.

Dear shareholders, rest assured that we plan to tackle
the challenge facing us head on. We have made a canscious
decision to focus on our strengths: promising innovations,
application-oriented products and services, and competi-
tive, energy-efficient plants.

The backbone of our Company is the interplay be-
tween the Gases and Engineering Division. And we plan
to maintain this integration in the future, too. We can
exploit synergies in the two areas to further strengthen aur
business with the construction and operation of facilities
for major customers. In our business with liquefied gases
and cylinder gas, and in the healthcare sector, we will
be further increasing our network density and ensuring
that we can be even closer to our customers by offering
convincing services. Where it makes sense to do so, we
will also be supptementing these activities with targeted
smaller and medium-sized:acquisitions in promising areas.

| am convinced that we will be able to build furtheron
our success despite a very challenging market environ-
ment. Linde is well positioned to rise to the challenges
of the future. We have a robust business model, a highly
diverse customer base, business relationships in a large
number of different sectors and a global presence in key
growth markets.

Wwe will continue to concentrate on what we do best
inyout interest: namely otfering our customers the most
innovative solutions and the best services. Qur aim is to
take action from a pasition of strength to ensure that we
manage Linde as a guarantor of stability and reliability
for you, our sharehotders.

v Ll

DR WOLFGANG BUCHELE K
[CHIEF EXECUTIVE OFFICER OF LINDE AG]
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THE EXECUTIVE
BOARD

DR WOLFGANG BUCHELE
BORN 1959

Doctorate in Natural Sciences [Dr.rer.nat ],
Degree tn Chemistry
Chief Executive Otficer

Responsible for Opportunity & Project Development
and the following Corporate &Support Functions:
Corporate Commuynications & Investor Relations,
Corporate Internal Audit, Corporate Office,
Corporate Sirategy & Market Intelligence,

Group Human Resources, Gioup Legal & Compliance,
SHEQ [Safety, Health, Environment, Quality] and Gist
Member of the Executive Board since 2014

THOMAS BLADES
BORN 1956

Bachelor of Science in Electrical Engineering [Dipl.-Ing.]

Responsible for the Americas segment,

for the Global Governance Centies Deliver,
Healthcare and Qpetations, and for the
Global Gases Businesses Helium & Rare Gases
Member of the Executive Board since 2012

DR CHRISTIAN BRUCH
BORN 1970

Doctorate in Engineering [Dr.-ing.]
Degree in Mechanical Engineering

Responsible for the Engineering Division and for the
Corparate & Support Funciion Technology & Innovation
Member of the Executive Board since 2015

GEORG DENOKE
BORN 1965

Degree in Information Science
Deqree in Business Administration [BA]

Responsibie for the Corporate & Support Functions

Group Actounting & Reporting, Group Information Seevices,
Group Insurance, Group Mergers & Acguisitions,

Group Procurement, Group Risk Management, Gioup Tax,
Group Treasury, Operational Finance,

Financial Control & tnvestments, Reat Estate and for
Finance/Financial Control for the EMEA, Americas and
Asia/Pacific segments

Human Resources Director

Member of the Executive Board since 2006

BERND EULITZ
BORN 1965

Degree in Engineering
Responsible for the EMEA

[Europe, Middle East, Africa] segment
member of the Executive Board since 2015

SANJIV LAMBA
" BORN 1964

Chartered Accountant
Bachelor of Commerce

Responsible for the Asia/Pacitic segment and for the Glebal
Governance Centies Merchant& Packaged Gases [liquetied
gases and cylinder gas] and Electronics [electronic gases]
Member of the Executive Board since 20m
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THOMAS BLADES - SANJIV LAMBA - BERND EULITZ
DR WOLFGANG BUCHELE - GEORG DENOKE - DR CHRISTIAN BRUCH"
FEROM LEFT TO RIGHT) h *
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THE SUPERVISORY
BOARD

Members of the Supervisory Board

DR MANFRED SCHNEIDER
[CHAIRMAN]

Former Chairman of the Supervisory Board
of Bayer AG

HANS-DIETER KATTE'
[DEPUTY CHAIRMAN] .

- Chaitman of the Pullach Works Council,
Engineering Division, Linde AG

MICHAEL DIEKMANN
[SECOND DEPUTY CHAIRMAN]

Farmer Chatrman of the Board of Management
of Allianz SE

PROFESSOR DR
ANN-KRISTIN ACHLEITNER

Protessor at the
Technical University munich [TUM]

DR CLEMENS BORSIG?

Chaitman of the Board of Mmanagement

of Deutsche Bank Foundation,

Former Chairman of the Supervisory Board
of Deutsche Bank AG

ANKE COUTURIER®
Head of Global Pensions,
Linde AG

FRANZ FEHRENBACH

Chairman of the Supervisary Board of Robert Bosch GmbH,
Managing Partner

of Robert Basch (ndustrietreuhand KG

'Employee representalive.

GERNOT HAHL' o
Chairman of the Woims Waorks Cauncil,
Gases Division, Linde AG

DR MARTIN KIMMICH'
second Authorised Representative, 1G Metall quich

DR VICTORIA OSSADNIK

Member of the Board of Management

of Microsoft Deutschland GmbH

(Member of the Supervisery Board since 7 January 2016)

XAVER SCHMIDT'
Trade Union Secietary of 1G Bergbau,
Chemie, Energie Hanover

FRANK SONNTAG'
Chairman of the Dresden Werks Council,
Engineering Division, Linde AG

Members who lelt the Supervisory Board on
31 December zo1s:

KLAUS-PETER MULLER
Chairman of the Supervisory Board
of Commerzbank AG

*independent expert member as defined by § 100 (5) and § 107 () of the German Stack Corporation Act (AKLG).

Memberships of other German statutary supervisory boards and comparable German and foreign boards are shown in NUIE {47}

of the Notes to the Group financial statements.
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Supervisory Board committees

MEDIATION COMMITTEE
[in accordance with § 27 (3) of the German
Codetermination Act (MitbestG)]

— DR MANFRED SCHNEIDER
[CHAIRMAN]

— HANS-DIETER KATTE'
— MICHAEL DIEKMANN
— XAVER SCHMIDT'

STANDING COMMITTEE

— OR MANFRED SCHNEIDER
[CHAIRMAN]

— HANS-DIETER KATTE'
-4 MICHAEL DIEKMANN
— FRANZ FEHRENBACH
— GERNOT HAHL'

AUDIT COMMITTEE

— DR CLEMENS BORSIG?
[(HAIRMAN]

— PROFESSOR DR ANN-KRISTIN ACHLEITNER
~ GERNOT HAHL'

— HANS-DIETER KATTE'

— DR MANFRED SCHNEIDER

NOMINATION COMMITTEE

— DR MANFRED SCHNEIDER
[CHAIRMAN]

— MICHAEL DIEKMANN
— FRANZ FEHRENBACH

'Employee representative.

*Independent expert member as detined by § 100 (5) and § 107 (4) of the German Stock Corparation Act {AK1G).

memberships of other German statutary supervisory boards and comparable German and foreign boards are shown in Nuie {37}
of the Notes 1o the Group financial statements.
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pespite the global economic slump, ur Company continued
10 grow during the 2015 financial year. )

1he Supervisory Board would like to thank the Executive
Board and all Linde Graup employees across the globe for
their active commitment and their performance over the
last financial year.

Overview

During the reporting year, the Supervisory 8oard conducted
detailed reviews of the Group’s situatian, its prospects and
its strategic development, as well as the future long-term
positioning of The Linde Group and key individual initia-
tives. We monitored and advised the Executive Board in the
running of its business aperations in accordance with the
duties assigned to us by law, the articles of association and
the Supervisory Boards procedural rules. Through verbal
updates at our meetings and in the form of written reports,
the Executive Board regularly provided us with timely and
comprehensive updates on company performance, the
economic situation, profitability and plans for the company
and its subsidiaries, as well as briefing us on all issues
relevant to the strategy being pursued by the company
and its subsidiaries, planning, business development, the
risk situation, risk management and compliance. We as-
sessed the plausibility of all documents presented to us
and reqularly consulted the Executive Board on significant
issues. The Supervisory Board was involved in all major
decisions made by the company. These include Executive
Board transactions and measures requiring the approval
of the Supervisory 8oard. This applies in particular to the
annual capital expenditure programme, major acquisitions,
divestments, and defined capital and financial measures.
In our committees and at meetings of the full Supervisory
Board, we carried out critical reviews of the reporis and
proposed resolutions submitted by the Executive Boards
and put forward our suggestions, The Chairman of the
Supervisory Board also ensured that he remained up to
date on the current business situation, significant business
transactions and decisions taken by the Executive Board,
doing so through various channels including the minutes
of Executive Board meetings, He maintained close contact
with the Executive Board and with the Chief Executive
officer in particular, sharing information and ideas, and
held regular consultations with the CEO on the Group’s
strategy, planning, business development, risk situation,
risk management and compliance. On the basis of the
reports submitted by the Executive Board and the auditors
report, the Supervisory Board was able to satisfy itself as
to the effectiveness of the risk monitoring system setup in

_accordance with § 91 (2) of the German Stock Corporation

Law (AkiG). At na time during the year did the Supervisary
Board raise any objections in relation to the sound and
efficient management of the Group.

Meetings and resolutions of the
Supervisory Board

Five Supervisory Board meetings were held in the 2015
financial year: four scheduled and one extraordinary
meeting. With the exception of two meetings which one
Supervisory Board member was unable to attend in each
case, all twelve Supervisory Board members took partin
the meetings. The members who were unable to attend
participated in the passing of resclutions by casting their
voles in writing. The members of the Executive Board
took part in the Supervisory Board meetings unless the
Chairman of the Supervisory Board decided otherwise.
where necessary, the Supervisary 8oard met without any
Executive Board members being present. This tends to
be the case when the items on the agenda relate to the
Executive Board itself,

In addition to reviewing current business developments,
the Supervisory Board meetings also addressed tinde’s
financial and risk situation, strategy, compliance with
legal requlations and with internal quidelines, and key
individual business transactions requiring Supervisory
Board appraval. After a thorough review of the documents
submitted and detailed discussions on' the proposals of the
Executive Board, the Supervisory Board granted all the
necessary approvals. In201s, all of the resolutions adopted
by the Supervisory Board were adopied at meetings.

Once again during the reporting year, the Supervisory
Board’s advisory and monitoring activities focused on the
Group's growth praspects, its individual lines of business
and its reportable segments. We regularly discussed the
potential impact of the global economic situation and
currency effects, the impact of oil price developments
and the order situation in the plant construction sector
withthe Executive Board, alongside issues relating to the
development of individual markets, while also discussing
how to plan for the future and considering the stability of
future developments, Activities in 2015 also focused on the
efficiency improvement programme that was launched in
2014 and on the acquisition of the US homecare campany
American HomePatient, Inc.

At the Supervisory Board meeting ta approve the
financial statements on 13 March ze15, we discussed in
detail and approved the annual financial statements of
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tinde AG and the Group financial statemenis for the yeas
ended 31 December 2014 and agreed the proposed ap-
propriation of earnings. On the basis of a propasal made
by the Standing Committee, we agreed on the targets
reached in relation to the variable cash emoluments and
total emoluments earned by the individual Executive Board
membeis for 2014, In addition, we issued ihe declaration
of compliance with the German Coiporate Governance
Code and adopied the Report of the Supervisary Board
and the Corporate Governance Report for 2014, as well
as the agenda for the Annual General Meeting, including
the proposed resolutions. In addition to its regular reports
on business performance and the general position of The
Linde Group, the Executive Board also presented us with an
updated plan for the 2015 financial year and the updated
medium:term business plan. This included information on
variances from the prior-year budget, The Executive Board
dealt in detail with selected key performance indicators
and briefed us on their financial and operational impact on
Linde. In addition, the Chief Executive Officer provided a
progress repori on the development of the organisational
model. The Act on the Equal Participation of Women and
mMen in Leadership Positions in the Private Sector and the
Public Sector (Gesetz fUr die gleichberechtigte Teilhabe
von Frauen und Mannern an Fihrungspositionen in der
Privatwirtschaft und im offentlichen Dienst) and its im-
plementation within The Linde Group was also addressed.

immediately before the Annual General Meeting on
12 May 2015, the Executive Board reported on business
performance in the first quarter of 2015, as well as on
current business development and Linde’s economic sit-
uation. The Executive Board also briefed us on acquisition
apportunities in the healthcare business. After being pro-
vided with detailed information by the Executive Board, we
alse consented to a transaction requiring approval, which
related to an internal refinancing measure. The meeting
also addressed the 2014 mandatory EMIR audit pursuant
to §20 of the German Securities Trading Act (WpHG), a
system audit on compliance with the requirements set out
in the Securities Trading Law. Additionally, the meeting was
used to prepare for the subsequent shareholder meeting.

At an extraordinary meeting held on 25 June 2015, the
Supervisory Board took a detailed look at the planned
acquisition of the US homecare company American Home-
Patient, Inc. We used this meeting to look at the transaction
in detail and assess the associated opportunities and risks,
the entrepreneurial and strategic objectives pursued in
connection with the acquisition, its feasibility, the plans
for the financing of the transaction and the impact on our
Company, We then approved the acquisition of the company
in line with the Executive Board's proposal.

At our meeting on 25 September 2015, the Executive
Board outlined in detail the economic situation facing The
Linde Group and its divisions and described the outlogk for
the full 2015 financial year. A facus report also outlined the
status of the homecare acquisition project in the US. The
meeting also focused on progress made in implementing

10

the strategies highlighted in earlier years, strategic devel-
apment and the Group’s competitive enviranment. The [atest
developments in refation to strategy and the competitive
position of The Linde Group and its divisions were covered
in detail. Key questions discussed included the strategic
positioning and direction of Linde and its divisions, and
prajects considered or launched in this regard, as-well as
the impact of such projects on the Linde Group’s financial
position, net assets and results of operations. Taking into
account the current general economic climate, the Executive
Board outlined the opportunities and risks in an internation-
ally competitive environment, as well as the significance
and further development of the efficiency improvement
programme. The Executive Board also explained the im-
plementation of the new Act on the-Equal Participation
of Women and Men in Leadesship Positions al the two
leveis of management below Executive Board level. The
Supervisory Board set a target far the proportion of women
on the Executive Board of Linde AG for the period leading
up 10 30 june 2017.

Al the final meeting of the year on 7 December 2015, we
looked at current business developments and the perfor-
mance of the Group in comparison withits main competitors.
We also looked at the situation, opportunities, risks and
strategy of the US healthcare subsidiary Lincare Holdings Inc.
In particular, the report of the Lincare CEQ addressed the
imminent state price cuts fos services in the US healthcare
business and the integraticn of the planned acquisition of
American HomePatient Inc., which was approved by the
Supervisary Board in June 2015, The Executive Board also
reporied on the current business and financial situation
following the canclusion of the third quarier. On the basis
of comprehensive documentation, we also dealt with the
preview of the 2015 financial statements, the budget for
the 2015 financial year and the medium-term business plan
for the years 2017 to 2019, including financial, capital ex-
penditure and human resources plans. Each of these was
considered in detail, We carried out an extensive review of
the assumptions made by the Executive Board, parlicularly
with regard to the risks for the Group associated with the
general economic environment. The Executive Board ex-
plained any variances between the plans and targets and
the actual results. We also discussed the proposal made by
the Executive Board to have the 2016 investment programme
approved in detail. After careful examination, we granted
aur approval, Finally, in the absence of the Executive Board,
we took at detailed lock at the results of the Supervisory
Board's efficiency review and discussed improvement meas-
ures for our Supervisory Board activities. Based on the
outcome of the efficiency review, suggestions regarding
future persannel changes on the Supervisory Board and
additional topics to be addressed by the Supervisory Board
were taken up. We also discussed the regular limit on the
length of Supervisery Board membership.
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Committees and
committee meetings

The Supervisory Board continues to have fous commit-
tees: the Mediation Committee, formed under §27 (3) of
the German Codetermination Act (MitbestG), the Stand-
ing Committee, the Audit Committee and the Nomination
Committee, The Chairman of the Supervisory Board chairs
all the committees with the exception of the Audit Com-
mittee. The current members of each committee are listed
on paaf 7. Information about the responsibilities of each
committee is given in the Corporate Governance Report
ON PAGES 14 10 21.

The Standing Committee of the Supervisory Beard held
twa meetings during the reparting year, one of which was
held in the form of a teleconference. tn addition, one res-
olution was passed by written proceedings. The Chairman
of the Standing Committee also remained in close contact
with the other committee members outside meetings in
order to liaise an particular issues. The Standing Committee
addressed personnel matters relating to active and former
Executive Board members and prepared Supervisory Board
decisions on the remuneration of the Executive Board.
The meetings also looked at issues relating to the Act on
the Equal Participation of Women and Men in Leadership
Positions. The Standing Committee also adopted changes
to the articles of association required as a result of the
issuing of shares to fulfil share options and gave its consent
to members of the Executive Board taking up mandates
and secondary occupations with other companies, estab-
lishments and institutions. In a teleconference held at
short notice, the Executive Board informed the Standing
Committee and the Chairman of the Audit Committee of
an ad hoc disclosure under capital market law relating to
an adjustment to the mid-term targets for 2047,

The Audit Committee met on four occasions during the
yeai under review in the presence of the auditors, the
Chief Executive Officer and the Chief Financial Officer.
It discussed and reviewed in detaif the annual financial
statements of Linde AG and the Group financial statements,
the management reports, the proposed appropriation of
profits and the audit reports, including the report on the
audit focus and the oral presentation by the auditors of
the main results of the audit. The Audit Committee raised
no abjections on the basis of its reviews. No significant
weaknesses in the accounting-refated internal control sys-
tem or in the system for the early identification of risks
werfe detected by the auditors. The Executive Board also
discussed the interim and half-year financial reports with
the Audit Committee, taking into account auditor's report
on the review prior to their publication. In addition, this
Committee prepared the proposal from the Supervisory
Board on the appointment of the auditors at the Annual
General Meeting, issued the audit mandate to the audi-
tors, determined the audit focus and agreed the audit
fees. The Audit Committee monitored the independence,
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qualifications, rotation and efficiency of the auditors and
the services provided by the auditors in addition to the
audit itself. It also entered into an agreement with the
auditors in accordance with the Group's internal rules about
the provision of services not related to the audit, and the
auditors informed the Committee at each of its meetings

_about the fees it had charged inrelation to such services.

Furthermore, it kept up to date on the evolution of the risk
management system and compliance structures, compli-
ance issues, any legal or regulatory risks, the risk position
and the identification and monitoring of risk within the
Group. The Audit Committee also reviewed the evolution
of internal control systems within the Group based on a
presentation by the Executive Board. It received a reporton
the structure, roles and responsibilities within the Internal
Audit department, onits audit work and the audit plan for
2015. The Audit Committee was briefed on the efficiency of
the internal controt system, risk management system and
internal audit system; it discussed the findings in detail
and was duly satisfied as to the efficacy of the systems
in question. The Executive Board also briefed the Audit
Committee on a regular basis with regard to the status
of various activities relating to the external and internal
financing of the Greup and the safequarding of its liquidity.
Other issues included the 2014 mandatory EMIR audit pur-
suanito § 20 of the German Securities Trading Act (WpHG),
and the random review of the annual and consolidated
financial statements for 2014 conducted by the German
Financial Reporting Enforcement Panel (Deutsche Prifstalle
fur Rechnungslegung). The random review did not lead
to any findings. For selected agenda items, depariment
heads also attended meetings of the Audit Commitiee,
submitting reports and answering questions. in addition,
the Chairman of the Audit Committee held talks on issues
of significance in the periods between committee meet-
ings, with the Chairman of the Supervisory Board, Chief
Executive Officer, Chief Financial Officer and the auditors
in particular. The Audit Committee and, where necessary,
the Supervisory Board were reqularly appraised of the
autcome of these discussions.

In 2015, the members of the Nomination Committee dis-
cussed candidates for Supervisory Board by-elections on
several occasions outside of meetings. In December 2015,
they ultimately made a recommendation on a successor
for Klaus-Peter miller, who left the Supervisory Board at
his own request with effect from 31 December 2015. When
making its recommendation, the Nomination Committee
took account of all requirements and objectives regarding
the composition of the Supervisory Board based on the
legislatian and the German Carporate Governance Code,
including diversity and, in particular, the participation of
women in the Supervisory Board,

The Mediation Committee did not need to be convened.

with the exception of one Audit Committee meeting
which the Chairman of the Audit Committee was unable
to attend, all committee members attended the commit-
tee meetings.
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The committee chairmen reported in detail on the agendas
and outcames of their committee meetings at the plenary
Supervisory Board meeting following their sessions.

Corporate governance and
declaration of compliance

Wwe continually moniter changes to the German Carporate
Governance Code and permanently verify that the pro-
visions are being implemented correctly. In March 2018,
the Executive Board and the Supervisory Board issued
an updated declaration of compliance in accordance with
§1s1 of the German Stock Corporation Act (AkiG) and
made it permanently available to its shareholders on the
Company's website www. e com. Further information
on corporate qovernance at Linde can be found in the
Corporaie Governance Report. s¢f PAGFS 14 710 1

Annual financial statements and
Group financial statements

KPMG AG Wirtschaftsprofungsgeselischaft, Berlin, (KPMG)
audited the annual financial statements of Linde AG pre-
pared in accordance with the principles set out in the
German Commercial Code (HGB), as well a5 the consoli-
dated financial statements of The Linde Group for the year
ended 31 December 2015 prepared in accordance with IFRS
as adopted by the European Unionincluding the combined
management report of Linde AG and The Linde Group in
accordance with German generally accepted standards for
the audit of financial statements and in supplementary com-
pliance with International Standards on Auditing (ISA). The
auditors have confirmed that the Group financial statements
and the combined management report meet the require-
ments set out in §315a (1) of the German Commercial Code
(HGB) and have issued unqualified opinions on both the
Group financial statements and annual finangial statements.
In accordance with the terms of its engagement, KPMG per-
formed audit reviews of the interim and hali-yeatly financial
reports in the ze1s financial year. At no time did these
reviews give rise to any objections. KPMG also confirmed
that the system for the early identification of risks complies
with legal requirements. In Lhe 2015 financial year, the audit
facused on the "Quality assessment of the Internal Audit
activities of Linde AG". No significant weaknesses in the
accounting-related internal control system or in the system
for the early identification of risks were detected by the
auditars. Once again during tha reporting year, the auditors
declared their independence to the Audit Committee.

The documents relating to the linancial statements
and the audit reports were issued to all members of the
Supervisory Board in good time. They were then the subject
of extensive deliberations at the Audit Committee meet-
ing on 8 March 2016 and the meeting of the Supervisory

12

Board to approve the financial statemenis on 9 March 2016,
The auditors teak part in the discussions both at the
Audit Committee meeting and at the meeting of the full
Supervisory Board. They presented the main results of
their audits and were able to provide supplementary in-
formation and to answer questions. The Audit Commitiee
aiso presented theresults of its review to the Supeivisory
Board. We conducted our own examination of all of the
documents submitted and the audit reports and discussed
them in detail. After considering the results of the prelim-
inary review by the Audit Committee and the final results
of our own review of the documents submitted to us by the
Executive Board and by the auditors, we find no grounds
for objection and concur with the results of KPMG's audit.
We hereby approve and adopt.the financial statements of
Linde AG and the Group financial statements for the year
ended 31 December 2015 as drawn up by the Executive
Baard; the annual financial statements of Linde AG are
hereby final. We also approve the Executive Boards pro-
posal for the appropriatioen of profits.
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Changes to the composition of
the Supervisory Board and the
Executive Board

Klaus-Peter Miiller resigned from the Supervisory Board
with effect from 31 December 2015. Dr Victoria Ossadnik
was legally appainted to succeed him with effect from
7 January 201s. The Supervisory Board would like to thank
Klaus-Peter Milter for many years of positive collabora-
tion and the key contribution he made to the success of
the Company. The Supervisory Board appoinied Franz
fFehrenbach to succeed Klaus-Peter Miller as member of
the Standing Commiltee and the Nomination Commitiee.
An overview of the composition of the Supervisory Board i - R
- - - andits committees is provided on pAGES 570 7

Or Christian Bruch and Beend Eulitz took up their posi-
tians on the Executive Board of Linde AG on1 January 2015,
They were appointed to succeed Professor Dr Aida Belloni,
who left the Executive Board on 31 December 2014 after
reaching the age limit. Dr Christian 8ruch is responsible
for the Engineering Division and for Technology & Innova-
tion on the Executive Board. Bernd Eulitz is in charge of
the EMEA gases segment.

MUNICH, 9 MARCH 2016
ON BEHALF OF THE SUPERVISORY
BOARD

M—SW

DR MANFRED SCHNEIDER
[CHATRMAN OF THE SUPERVISORY
BOARD OF LINDE AG]
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All the recommendations of the Government Commission
on the German Corporate Governance Code as amended
on 24 june 2014 have been complied with since the Jast
declaration of compliance was issued, and the version
amended on 5 May 201s is currently complied with and
will be complied with in the future, except for the fol-
lowing exception.

Corporate
Governance

CORPORATE
GOVERNANCE
DECLARATION
AND CORPORATE

- GOVERNANCE -
REPORT

REPORT OF THE <8
SUPERVISORY BOARD
CORPORATE GOVERNANCE 14

DECLARATION

ARD CORPORATE

GOVERNANCE REPORT
REMUNERATION REPORT >22

Clause 4.2.3 parg 2 sentence &

In accardance with clause 4.2.3 para 2 sentence & of the
German Corporate Governance Code the Executive Board
members remunesation in total and as to its variable com-
panents should be capped at a given maximum amount.
Employment contracts with Executive Board members do
not include a ceiling for the Executive Board members’
total remuneration; variable components are capped as
is described below.

The components of the variable cash emoluments are
limited in terms of amounts. The Long Term incentive Plan
which provides for remuneration in the form of options to
purchase shares (performance shares} and bonus shares
linked to personal investment (matching shares) has a
cap in terms of amounts at the lime of the granting of
option rights and matching shares rights. However, the
value of the perfermance shares and matching shares afters

Compliance with the German
Corporate Governance Code and
declarations of compliance

Linde AG follows the German Corporate Governance Code
presented by the Government Commission on the German
Corporate Governance (ode and as amended from time (o
time. In March 2015, the Executive Board and Supervisory
Board of tLinde AG issued a declaration of compliance with
the recommendations of the German Corporate Governance
Code as amended on 24 June 2014 in accordance with §161
of the German Stock Corporation Act (AktG) and made
this declaration permanently available to the public on
the Linde website.
after the declaration of compliance was issued in

March 2015, the German Corporate Governance Code was
amended on s May 201s. These amendments came into
force upon their publication in the official section of the
German Federal Gazelte on 12 June 2015, The Executive
Board and Supervisory Board of Linde AG studied the re-
quirements of the German Corporate Governance Code
as amended on s May 2015 in detail before issuing the
following declaration of compliance in March 2016.

“The Executive Board and the Supervisory Board of
Linde AG declare in accordance with §161 of the German
Stock Corporation Act:

14

a multi-year qualifying period is not limited in terms of
amounts. An additional cap tike that was not deemed ap-
propriate. Insuch a case, the synchranisatien of interests of
shareholders and Executive Board members to be achieved
by share-based remuneration would be disrupted, which
in our opinion would not be in the shareholders interest.

Since in future the vaiue of the perfermance shares
and the matching shares after expiration of @ multi-year
qualifying period are not to be capped, a ceiling for the
remuneration amount will nat be set in future.”

The current and former declarations of compliance
with the German Corporate Governance Code are avail-
able on the company’s website at www.oinpr comy/
DECLARATIONOFCOMPLIARCE.

Linde AG also complies with the suggestions made in
the Code, with anly one exception:

The Code suggests that it should be possible for
shareholders to follow the Annual General Meeting via
modern communication media (e.g. the Internet). We trans-
mit the opening remarks made by the Chairman of the
Supervisory Board and also the Chief Executive Officers’
speech, but not the general discussion. In principle, the as-
ticles of association permit the transmission of the Annual
General Meeting in fufl via electronic media. However, out
of respect for shareholders’ privacy, we do not transmit
the contributions of individual speakers. Nevertheless, we
will continye to follow developments closely.

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 45 av 272



- Brgnngysundregistrene Arsregnskap regnskapsaret 2015 for 976647602

LEMDE FINANCIAL REPORY 2015

Corporate governance practices

Linde AG has traditionally attached great importance to
sound, responsible management and supervision geared
towards the creation of sustainable value added. Qur
success has always been based on close and efficient co-
operation between the Execulive and Supervisory Boards,
consideration of shareholders, interests, an opensiyle of
corparate communication, proper accounting and audit
pracedures, as well as a responsible approach to risk
and to statutory and Group-internal rules and regulations.

Linde upholds high ethical standards. in 2007, the
Executive Board developed a corporate philosophy entitled
The Linde Spirit and devised anew code of conduct known
a5 the Code of Ethics, launching both throughout the Group.
In 2013, a-new version of The tinde Spirit'brochure was
issued in order to highlight the major importance of the
core values to which the Group is committed. The Linde
spirit describes the corporate culture whichis manifested
in the Linde vision and the values and principles that
underpin day-to-day activities. The 2013 edition of the
brochure reflects how The Linde Spirit is translated into
everyday reality. The Code of Ethics sets out the com-
mitment made by all employees in The Linde Group 10
comply with teqal regulations and to uphold and protect
the ethical and moral values of the Group. it is based on
Linde’s corporate culture and accords with its global values
and fundamental principles. The £xecutive Board has also
issued its own guidelines on competition/antitrust law,
preventing cofruption, the engagement of sales agents,
occupational safety, environmental and health protec-
tion, quality and procurement. Like the Code of Ethics,
these quidelines apply to all employees throughout The
Linde Group. A global code of conduct for Linde AG sup-
pliers was alse published in 2013, with the aim of making
our expectations of our suppliers even more transparent to
them. The Healthcare Compliance Guide was adopted and
published in 2014, This supplements the global guideline on
preventing corruption and, subject to stricter laws at local
level, imposes minimum standards governing responsible
and ethical cooperation with healthcare professionals and
medical establishments, advertising mateial, coopera-
tion and interaction with patient arganisations and the
protection of patient data, as well as the setting of rules
for clinical studies.

Complignce

Ta reinforce compliance with both legal regulations ang
voluntary principles, the Group has a globzl compliance
organisation. Linde’s Groug-wide compliance activities
are focused in particular on antitrust law, the fight against
corruption, export control and data protection. A bind-
ing risk analysis process (compliance risk assessment)
was intreduced in 2014, covering the issues of general
compliance, antitrust law and corruption, The {ull-time
employees working in Compliance are affiliated to Group
Ltegal. Compliance officers have been appointed in the
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divisions, business units and operating segments o suppart

Group-wide observance of the compliance programme.
The Chief Compliance Officer coordinates and implements

compliance measures. The Executive Board and the Audit

committee of the Supervisary Board are regularly infarmed

about the current state of progress in the compliance of-
ganisation, including measures aimed at communicating

existing rules of conduct to employees, training employ-
ees in those rules and updating the rules a5 necessary.
Training is pravided for Linde employees worldwide. Class-
rpom-based courses are supplemented by a Group-wide
e-learning programme. By the end of 2015, Linde had held

mofe than 138,000 compliance training sessions, more than

55,000 -learning training sessions on the code of conduct
and some 10,000 e-leasning $essions on antitrust law. In
addition, around 22,000 members of staff were provided
with training on site by skilled trainess. We thereby cre-
ate a working environment in which our employees are
entirely familiar with our rules and guidelines.

The Integrity Line reporting sysiem is an impoitant
element of the compliance framework at The Linde Group.
It enables both internal and external stakeholders toraise
issues or report any doubts or suspicions that they might
have. In 2015, the Internal Audit, Human Resoufces, and
Group Legal departments and the department for Health,
safety and the Environment carried out around 140 inves-
tigations worldwide on the basis of information received
via the Integrity tine. If an internal investigation reveals
that the doubts or suspicions raised were justified, a pre-
scribed process is used to determine which measures are
required. Linde also checks that these measures have, in
fact, been implemented.

All infarmation on Linde's core values and compli-
ance palicy can be found on the Company’s website at
WWW LINDE (DM /GUIDELINESCOREVATUES AN W WI. LINDE. COM7
CORPURATEGOVERNANCE,

Execulive Board and

Supervisory Board procedures

Linde AG, which has its registered office in Munich, is
governed by the provisions of the German Stock Corpo-
ration Act {AktG) and the German Co-Determination Act
(MitbestG), capital market regulations and the rules set
outin its articles of association. The Executive 8oard and
Supervisory Board are responsible for the management
and supervision functions assigned to them. They coop-
erate closely in the interests of Linde te ensure the con-
tinuation of the Group as a going concern and to Create
sustainable value added. They must act in the interests of
the shareholders and for the benefit of the Group.
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Executive Board

The Executive Board of Linde AG is responsible for man-
aging the Company and conducting its business. Its ac-
tions and decisians are geared towards the bestinterests

of the Group, taking into consideration the concerns of

shareholders, employees, customers and other stakeholder

groups. Its aim is o create sustainable value for stakehald-
ers. The Executive Board establishes the strategic direction

of the Group, agrees this strategy with the Supervisory

Board, ensures it is praperly implemented and reviews

the progress made during regular discussions with the

Supervisory Board. It is also responsibie for annual and

multi-year business plans, Group financing and the prepa-
ration of quarterly, half-yeatly, annual and Gsaup financial
statements. In addition, the Executive Board ensures that
appropriate risk management and risk control systems are
in place and provides requtar, timely and detailed reports
1o the Supervisory Board on all relevant Group issues in-
cluding strategy, medium-term business plans, business
trends, the risk situation, risk management and compliance
with legal regulations and internal Group guidelines. The
Executive Board also takes the necessary measures to
facilitate compliance in the Group companies. Given the
Group’s extensive reach across international markets and
industry sectors, the Executive Board is responsible for
ensuring that this diversity is reflected at management
level. The goal is to put together the best teams worldwide,
The Group's HR strategy includes the definition, delivery
and continuous evolution of Group-wide talent develop-
ment programmes. Linde supports intercultural diversity
by adopting an international buman resources policy and
making appointments across national borders. Another
of Linde's main priorities in the area of diversity is the
promotion of female managers. In 201s, Linde introduced
information and communication warkshops on the topic of
gender diversity for top management. The Executive Board
is also supporting numerous employee initiatives to pro-
mote women, These include networking events, training
pragrammes for women with management responsibility
or leadership potential, and a pilot mentoring scheme.
Regarding the proportion of women warking at the two
levels of management below Executive Board level, the
Executive Board has set targets in line with the Act on

the Equal Participation of Women and Men in Leadership
Pasitions in the Private Sector and the Public Sector (Ge-
setz fur die gleichberechtigte Teilhabe von Fraven und

Mannern an Fihrungspositionen in der Privatwirtschaft

und im offentlichen Dienst). The propostion of women in

the first management tier below the Executive Board is to

rise to 14 percent (11 percent at Linde AG) by 30 June 2017
and 18 percent (18 percent at Linde AG) by 30 June 2022.
in 2015, the proportion of female senior managess in this

tier was 11 percent. In the second management tier below

the Executive Board, Linde is aiming for the proportion of

women to rise to 17 percent (15 percent at Linde AG) by

30 June 2017 and 22 percent {20 peicent at Linde AG) by

30 June 2022, This figure was 16 percent in 2015, Further
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information on these taigets and on diversity in The
Linde Group can be found in the report FMALOYFES AND
SOCIFIY ON FAGES 79 TO &3,

Key Executive Board activities and transactions require
the approval of the Supervisory Board. This applies in par-
ticular to the annual capital expenditure programme, major
acquisitions, divestments, and defined capital and financial
measures. The Supervisory Board can also specify special
approval requirements in individual cases. While in office,
members of the Executive Board are bound by 3 detailed
restraint clause. Any conflicts of interest musi be disclosed
immediately to the Supervisory Board, as well as to fellow
Board members. No such conflicts of interest arose for any
membe of the Executive Board during the reporting period.

The procedural rules of the Executive 8oard govern the
work it performs, the allocation of responsibilities to individ-
ual members, the issues which must be dealt with by the full
Executive Board and the majority required for resalutions
ta be passed by the Executive Board. The Executive Board
passes resolutions at meetings held on a reqular basis. A
simple majority of the votes cast is sufficient for a reselu-
tion to be passed, unless a greater majority is prescribed
by law. If the vote is tied, the Chairman has the casting
vate. Wiihout prejudice to the collective responsibitity of
all members of the Executive Board, each member of the
Executive Board has individual respansibility for the func
tions assigned to him when the decisions of the Execulive
Board are being made. It is incumbent upon the Chairman
of the Executive Board to assume responsibility not anly
for the functions assigned to him, but alsc to coordinate all
areas of responsibility entrysted to the Executive Board in a
proper manner. He is the main point of contact between the
Executive Board and the Supervisory Board and represents
the company in public. The Executive Board has consisted
of six members since 1 January 2015. At the moment, the
Executive Board has exclusively male members, with one
falling into the over-4o age group and five in the so to 60
category. The appointments to the Executive Board alsa take
into account the international operations of The Linde Group.
Sanjiv Lamba is an Indian national and Thomas Blades is
from the UK. The composition of the Executive Board is also
such that all of the required areas of expertise are covered.

As of the balance sheet date, no member of the
Executive Board was 2 member of more than three super-
visory boards of listed companies outside The Linde Group
or of comparable supervisory bodies of other business
entities. information about memberships held by mem-
bers of the Executive Board on other German statutory
supervisory boards or comparable German and foreign
boards of business entities is given in the Notes to the
Group financial statements. s££ noTE (37

The Executive Board has no committees.

Information on the composition of the Executive Board
and on individual Board members, including their respan-
sibilities and duties, may be found in the overview on
p4GE 4 0r on the Linde website. The Cvs of Executive Board
members are available on the Linde website.
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Supervisory Board
Equal numbers of shareholder representatives and em-
ployee representatives sit on the Supervisory Board of
Linde AG, which comprises, in accordance with the com-
pany’s articles of associatien, the minimum number of
members as specified in the relevant regulations. Currently,
the minimum number specified by law is twelve. The ap-
pointment of the members of the Supervisory Board is
also governed by the relevant Jegal regulations. In accord-
ance with the recommendations of the German Corporate
Governance Code, the shareholder representatives were
elected individually at the |ast election to the Supervisory
goard at the Annual General Meeting on 29 May 2013. The
current term of office of the members of the Supervisory
Board ends with the ¢losure of the Annual General Meeting
in-2018. The Supervisory'Board’s Nomination Committee
prepares for the election of shareholder representatives
by the General Meeting. when propasing candidates to the
Supetvisory Board, it takes inio account the targets set by
the Supervisory Board in terms of its future composition,
as well as such criteria as the requirements of the German
stock Corporation Act (AktG), the Corporate Governance
Code and the Supesvisory Board’s procedural rutes. The
compasition of the Supervisory Board is balanced to ensure
thatits members collectively possess the knowledge, skills
and professional experience necessary to enable themto
discharge their duties in a group with global operations in
a fit and proper manner, All Supervisory Board members
must ensure that they have sutficient time to perform those
duties. When submitting proposals to the Annua! General
Meeting regarding the election of new Supervisory Board
members, the Supervisory Board checks that the candidates
are able toinvest the time likely to be required. At present,
no members of the Supervisory Board sit on the executive
board of a fisted company. Linde AG underiakes to support
Supervisory Board members as appropriate in the pursuit
of any training or professional develapment necessary
for the performance of their duties. New members are
provided with comprehensive induction documents and
information upon their appeintment to the Supervisory
Board. Additionally, specialist presentations by internal
and external expest speakers are arranged for Supervisory
Board members.

The Supervisary Board appoints the Executive Board
and monitors and advises the Executive Board in the run-
ning of its business operations. Executive Board decisions
that are of fundamental importance to the Group require
the approval of the Supervisory Board. With regard to
the composition of the Executive Board, the Supervisory
Board considers diversity in addition ta the appropriate
professianal qualifications of candidates. The “Act on the
Equal Participation of Women and Men in Leadership Posi-
tions in the Private Sector and the Public Sector” subjects
Linde AG to the obligation to set iargets for the proportion
of wamen on the Executive Board and at the two levels
of management below the Executive Board. These targets
have to be met by 30 June 2017 for the first time. As far as
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the Supervisory Beard is concerned, a binding ratio of at

least 30 peicent applies to the underrepresented gender

for new appoiniments from 2016 onwards. In the medium

and long term, the Supervisory Board is aiming to have

at least one woman on the company’s Executive Board.
Given the short period of time available to meet this tar-
get by the maximum deadline of 30 June 2017 set by the

tegislator, it does not, however, believe that this target
can be met. The appointment periods and terms of the em-
ployment contracts of all Executive Board members expire
after 30 June 2017, with one exception. To prevent setting a

1arget that the Supesvisory Board does not feelis realistic
of in the interests of the company given the resources al its
disposal, the Supervisory Board has set a target of 0 per-
cent, which corresponds to the current status quo, for the
period leadingup to 30 June 2017. This does not, of course,
rule out a situation in which the Supervisory Board would
consider the aim of increasing the proportion of women in
the Executive Board if it had to fill an unexpected vacancy
on the Executive Board before this paint in time.

The Chairman of the Supervisary Board, Dr Manfred
schneider, coordinates the work of the plenary Supervisory
Board and chairs its meetings. He is responsible for ensur-
ing that resolutions passed by the Supervisory Board and
its committees are duly axecuted and he is authorised to
issue the statements on behalf of the Supervisory Board
required to implement the resolutions of the Supervisdry
Board and its committees. The Chairman of the Supervisory
Board maintains close contact with the Executive Board
and the Chairman of the Executive Board in particular
throughout the year, sharing information and ideas.

Targets of the Supervisory Boord

regarding its composition

The Supervisory Board has defined the following specific
targets for its compasition in accordance with clause s.a.1
of the German Corporate Governance Code. These take into
account the particular situation of the Group, the Group's
international reach, potential conflicts of interest, the num-
ber of independent Supervisory 80ard members, an age
limit for Supervisory Board members, a regular limit on
the length of membership of the Supervisory Board and
the need for diversity.

— International expertise
with operations in more than 100 countries, The
Linde Group has a global footprint. To reflect this, at
least five of the Supervisory 8oard members should
have extensive international expertise.

— Potential conflicts of interest and independence
Atleast 75 percent of the Supervisory Board members
should have no direct or indirect business, financial or
personal ties with the company orits corporate bodies,
a controlling shareholder or a company affiliated with
the latter that could constitute a significant and not just
temporary conflict of interest or raise concerns regard-
ing partiality. The mere existence of an employment
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relationship between employee representatives and the
company or its affitiated companies does not preclude
impartiality as described above, Supervisory Board
members should not have management or advisory
roles on the executive badies of the main competitors
of The Linde Group. No more than two former Executive
Board members should sit on the Supervisory Board.

— Age limit for Supervisory Board members
Supervisory Board members should be no older than72.

— standard threshold for membership of the Supervisory
Board
The Supervisory Board has set three terms of office as
the maximum period of membership of the Supervisory
Board. This maximum threshold is to be adhered to as
ageneral rule.

— Diversity
The Supervisory 8oard is committed to diversity in its
composition and to the fair representation of womenin
particular. As Linde Aktiengesellschaftis a listed stock
corporation that is subject 1o the German Codetermi-
nation Act (MitbestG), the Supervisory Board consists
of at least 30 percent female and at least 30 percent
male members in line with the prindples set out in
95 (2) of the German Stock Corparation Act (AkiG).

The current composition of the Supervisory Board matches
the above-stated objectives and the areas of expertise
currently covered by its membership include engineering,
Jlaw and economics, as well as finance, accounting and
financial control.

Thanks to professional experience gained during
their careers to date, all of the current Supervisory Board
members have a particular level of international exper-
tise. No conflicts of interest arose for any member of the
Supervisory Board during the 2015 financial year. Where
such conflicts of interest do occur, they must be disclosed
immediately to the Supervisory Board. No Supervisory
Board members currently have management or advisory
roles an the executive badies of any of Linde's major com-
petitors. Four Supervisory Board members, Anke Couturier,
Gernot Hahl, Hans-Dieter Katte and Frank Sonntag, are
company employees. No other consultancy, service ar
wark contracts have been concluded between Supervisory
Board members and the company. No former members of
the company’s Executive Board are currently members of
the Supervisory Board. One Supervisory Board member,
Or Manfred Schneider, reached the age limitin the 2010
financial year. At the Annual General Meeting in 2013, the
member in question was also re-elected for a five-year
term. When proposing candidaies for the 2013 elections,
the supervisory Board was aware of the age limit defined
in the procedural rules. However, it had good reasen for
also proposing candidates who had already reached 72
or who would reach this age during their term of office.
The appointments were approved al the Annual General
Meeting. Dr Manfred Schneider wili leave the Supesvisory
Board at his own request with effect from 20 May 201s.
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The Supervisory Board currently has three members in
the over-ao age category, five members in the over-50
category, three members in the over-6o categary and one
member who is aver 70. The Government Commissian on
the German Carporate Governance Code presented a new
version of the Code on 5 May 2015 which was published
on 12 June 205 and states that a regular limit of length of
membershipis now also 1o be specified for the members of
the Supervisory Board. As a result, the Supervisory Board
set a regular limit on the length of membership. Two of
the Supervisory Board members elected by the employees,
Gernot Hah! and Hans-Dieter Katte, have been members of
the Supervisory Board since 1998. Due to the resignation
from office of the Supervisory Board member representing
the shareholders, Klaus-Peter Muller, an 31 December 2015,
the proportion of women on the Supervisary 8oard has
been increased to 25 percent. There are now three women
on the Supervisory Boasd: Prof Dr Dr Ann-Kristin Achleitner,
Anke Couturier and the court-appointed Or Victoria Ossad-
nik. Or Victeria Ossadnik and Professor Dr Wolfgang Reitzle
are to be nominated for election te the Supeivisory Board
at the Annual General Meeting to be held on 3 May 2016.
Professor Or Wolfgang Reitzle was member and Chairman of
the Campany’s Executive Board up until 20 May 20t4. Now
that the two-year cool-down period prescribed by law has
expired, he is set to succeed Dr Manfred Schneider, The
election of the candidates nominated would take account
of all requirements and objectives regarding the compo-
sition of the Supervisory Board based on the legislation,
the German Corporate Governance Code and the proce-
duralrules and esolutions of the Supervisory Board. This
also applies, in particular, to the targets and requirements
regarding diversity and, in particular, the participation of
women on the Supervisory Board. Total compliance with
these objectives regarding gender distribution on the Com-
pany’s Supervisory Baard has been rejected; the minimum
gender distribution levels set outin §56 (2) sentence 1 AkIG
would, however, be met. Professor Dr Wolfgang Reitzle
would be the only former Executive Board member of the
Company’s Supervisory Board. The Supervisory Board has
checked that the candidates are able to invest the time
likely 1o be required for their Supervisory Board duties.
Even if the lwo candidates are elected by ihe Annual
General Meeting on 3 May 201s, Lhe targets sel out by
the Supervisory Board regarding its compaosition, includ-
ing the objectives refating to international expertise and
impartiality, will be met.

The procedural rules of the Supervisory Board in-
clude rules regarding the independence of its members,
Mo member of the Supervisory Board is in a personat or
commercial relationship with the company or its bodies
that could represent a conilict of interests. One member
of the Supervisory Board, Dr Victaria Ossadnik, is cur-
rently siill a member of the management of a company
with which Linde has a business relationship. Transactions
with this company take place under the same conditions
as for non-related third parties. These tiansactions do
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not affect Dr Victoria Ossadnik’s independence. Linde AG
has no controlling shareholder whose refatianship with a
member of the Supervisory Board could jeopardise that
members independence. Consequently, the Supervisory
Board is composed exclusively of individuals with a suf-
ficient level of independence.

information about the members of the Supervisory Board
and their memberships of other legally prescribed German
supervisory boards and/or comparable German of foreign
boards of business entities is given in the Notes to the Group
financial statements. see wore [37/ The CVs of Supervisory
Board members are available on the Linde website.

Supervisory Board committees
The Supervisery Board has four committees, which lay

- the groundwork for the ptenary Supervisory 8oard. If it

is permitted by law and laid down in the procedural rules
of the supervisory Board, decision-making powers may in
individual cases be delegated by the Supervisery Board
to these committees. The Chairman of the Supervisary
Board chairs all the committees with the exception of the
Audit Committee. The committee chairmen report back to
the Supervisory Board on the work of their committees,
doing 5o at the first plenary Supervisory Board meeting
following the commitiee meeting.

The Standing Committee, which comprises three
shareholder representatives ang two employee represent-
atives, advises the Supervisory Board in particular onthe
appointment and removal of members of the Executive
Board and on decisions regarding the remuneration system
for the Executive Board, including the terms and condi-
tions of employment contracts, pension contracts and any
other contracts pertinent to the remuneration of Executive
Board members, and the total remuneration of individ-
uval Executive Board members. Moreover, the Standing
Committee is responsible for approving transactions with
Executive Board members and related parties, as wefl as for
approving other activities of the Executive Board members,
especially the holding of positions on supervisory boards
and comparable boards of business entities that are not
part of The Linde Group. It also provides advice on long-
term succession planning for the Executive Board and re-
views the efficiency of the work of the supervisory Board
on a reqular basis. After preparatory work by the Stand-
ing Committee, the fuli Supervisory Board discusses the
results of the efficiency review, identifies improvements
that can be made and stipulates appiopriate measures.

The Audit Committee similarly comprises three
shareholder representatives and two employee repre-
sentatives. It lays the groundwork for the decisions of
the Supervisory Board regarding the adoption of the an-
nual financial statements and the approval of the Group
financial statements, taking account of the auditors reports,
and makes arrangements with the auditors. It supports
the Supervisory Board in the execution of its supervisory
duties and monitors, in particular, the accounting process

and the effectiveness of the internal control system, risk

19

management system and internal audit system, as well s
the statutory audit. It also deals with compliance issues.
The Executive Board also discusses the interim and half-
vear financial feports with the Audit Committee prior to
publication. The Audit Commitiee also makes a recom-
mendation to the plenary Supervisory Board regarding the
proposal for the eletion of the company’s auditors. The
Chairman of the Audit Commiltee, Dr Clemens Baisig, is
anindependent financial expert and, in common with Pro-
fessor Dr Ann-Kristin Achleitner and Dr Manfred Schneider,
has specialist knowledge and many years experience of
financial reporting and the application of accounting prin-
ciples and internal control systems.

The Nomination Committee compsises the Chairman of
the Supervisory Board, the Secand Deputy Chairman of the

" Supervisory Board and one other shareholder representa-

tive. it makes recommendations to the Supervisory Board
on proposed candidates for the efection of shareholder
representatives at the Annual General Meeting.

The Mediation Committee, formed under the provi-
sions of the German Codetermination Act (MitbestG),
camprises the Chairman of the Supervisory Board, the
Deputy Chairman of the Supervisory Board {efected by
the employee sepresentatives on the Supervisory Board),
ane shareholder representative and one employee repre-
sentative. It makes suggestions to the Supervisory Board
regarding the appointment of Executive Board members
if the required majority of two-thirds of the votes cast
by Supervisory Board members is not obtained in the
first ballot.

The Supervisory Board and its committees pass resolu-
tions at meetings which are convened on a regular basis.

The names of thase sitting on the Supervisory Board
and on the Supervisory Board committees when the an-
nual financial statements were being prepared are given
on rAGES & 7o 7 oF may be consubted on the Internet at
Wi LUNDE com/stpERYIsuRYROARD Information about the
activities of the Supervisory Beard and its committees
and about the work it has done with the Executive Board
in the 2015 financial year is provided in the Report of the
supervisory Board. sef paGEs 576 1.
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Additional corporate
governance information

Annual General Meeting

The shareholders assert the rights accorded to them by
law and by the articles of association either before or dur-
ing the Annual General Meeting by exercising their right
ta vote. Each share entitles the shareholder to one vote.

The Annual General Meeting takes place within the
first six months of each financial year. Notice of the
Annual General Meeting, together with the reports and
documents required by law for the meeting, including
the financial report, is published, along with the agenda
for the meeting, the conditions governing participation,
an overview of shareholder rights, formis for voting by
post, plus shareholder counter-motions and nominations,
on the Linde website in both German and English, and
is thus easily accessible for shareholders. Notice of the
Annual General Meeting and the associated documents
may also be transmitted electronically to shareholders
if they so wish.

Shareholders who are unable to attend the Annual
General Meeting of who leave the meeting before voting
has commenced have the aption of exercising theis voie
through a proxy of their chaice or a proxy appointed by
the company who then votes in accordance with their in-
structions. Proxy forms may also be submitted in electronic
form. Moreover, shareholders have the option of casting
their votes without appointing & proxy in writing or using
electronic media (ballot by mail).

The Executive Board of Linde AG presents the annual
financia! statements and Group financial statements, to-
gether with the combined management report, for ap-
proval at the Annual General Meeting. The Annual General
meeting passes resolutions regarding the appropriation of
profits, the ratification of the acts of the Executive Board
and Supervisory Board, the appointment of the auditars
and generally also the election of shareholder represent-
atives to the Supervisory Board. Decisions are also made
at the Annual General Meeting about the conteni of the
articles of association, key structural measures, capital
measures and the autherisation o repurchase shares. The
meeting has the apportunity to approve the remuneration
system for Executive Board members. Gnce the Annual
General Meeting has closed, the results of the votes on
each agenda item are published on the Company’s website
without delay,

Consequential loss and liability insurance

The company has taken out consequential foss and direc-
tors and officers liability insurance (D& 0) for the members
of the Executive Board and Supervisory Board. For mem-
bers of the Executive Board, the retention in accordance
with legal rules is 10 percent of the claim, up to a figure
of one and a half times the fixed annual emoluments of
the Board member in question. An appropriate retention
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has been agreed for members of the Supervisory Board
in accordance wilh the recommendation set out in the
German Corporate Governance Code.

Directors’ dealings

Linde AG publishes without delay as stipulated by law
transactions subject 1o notification under §15a of the
German Securities Trading Act (WpHG) which have been
executed by the persons named therein, in particular trans-
actions carried out by members of the executive bodies of
the company and related parties involving shares in the
company of related financial instruments. The transactions
reported to Linde AG in the past financial year can be
accessed on the company’s website.

Interests in share capital

The total holdings of all the members of the Executive
Board and Supervisary Board in Linde AG shares or related
financial instruments during the financial year did not
exceed 1 percent of the shares issued by the company. On
31 December 2015, Executive Baard members held a total

of 174,000 shares and share options in Linde AG (0.094 per-

cent of shares issued), while Supervisory Board members
held a total of 5,000 shares and share options in Linde AG
(0.005 percent of shares issued).

Remuneration of the Executive Board

and Supervisory Board

The remuneration report, which also includes information
on the share-based emoluments, can be found on rases
22 10 36 0f this financial report.

Communications and stakeholder relations
Linde AG complies with the legal requirement to treat all its
shareholders equaliy. Transparency plays an important role
and the company always aims 1o provide shareholders and
the public with comprehensive, consistent and up-to-date
information. Linde makes extensive use of the Internet as
a reporting tool. Comprehensive facts and figures about
Linde are available online. Interested parties can subscribe
to an electronic newsletter on the company’s websie of
keep up to date on the latest Linde developments via
social media.

Afinancial calendar, which is also published on Linde AG's
website, keeps our sharehalders and the general public

informed about the dates of the company’s main recur-

ring publications, the Annual General Meeting, the Press
Conference on the annual results and analyst conferences.
Linde AG publishes ad-hoc announcements, press releases
and natifiable securities transactions (directors’ dealings)
in the media specilied by the law and on its website. The
company’s arlicles of association are also available on its
website. Four times in the financial year, Linde reports
to its shareholders on its business performance, the net
assets, financial position and results of operations of the
Group, the forecast for the future, and opportunities and
risks. Linde provides information to the capital market and

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 51 av 272



- Brgnngysundregistrene Arsregnskap regnskapsaret 2015 for 976647602

LINDE FINANCIAL REPORT 2015

to the public every quarter thraugh analysts conferences
and press conferences of in the form of teleconferences.
These coincide with the publication of quarterly, half-year
and annual results. Regular events where the CEQ and CFO
meet institulional investors and financial analysts also en-
sure 3 continual exchange of infarmation with the finan-
cial markets. Linde also reqularly arranges Capital Market
Days, featuring presentations and workshops. Executive
Board members and in-house experts provide institutional
investors and financial anatysts with infarmation on the
latest developments in strategic markets and divisions. The
dates and locations of roadshows, investors conferences
and Capital Market Days are published on the Linde website.
The presentatians given at these events are also avaitable
1o view on the website, which additionally contains video
and-audio recordings of major events.

Linde considers not only the interests of its shareholders
but also the concerns of its stakeholders, who are a key
element in the Group’s success. As far as possible, all
stakehotders are included in corporate communications.
Linde's stakeholders include all its emplayees, customers
and suppliers, as well as trade associations and govern-
ment bodies.

Accounting, oudit and risk management
Linde AG prepares its Group financial statements and the
Group half-year financial report and interim financial re-
porls in accordance with Internationa! Financial Reporting
standards (IFRS) as adopted by the European Union. The
preparation of the statutory annual financial statements
of Linde AG, on which the dividend payment is based,
tomplies with German Commercial Code (HGB). The annual
financial statements and the Group financial statements
are prepared by the Executive Board, examined by the
Supervisory Board and audited by the auditors. As abliged
by law, the members of the Executive Board confirm that,
to the best of their knowledge, the annual financial state-
ments, the Group financial statements and the combined
management report provide a true and fair view, describing
the main opportunities and risks associated with the likely
future development of the Group and the Company, The
audit procedures are in accordance with German auditing
regulations and German generally accepted standards for
the audit of financial statements promulgated by the Insti-
tut der Wirtschaftsprofer (ihe Institute of Public Auditors
in Germany) and, in the case of the Group financial state-
ments, in supplementary compliance with International
Standards on Auditing. The audit procedures also include
areview of the system for the early identification of risks.
The Audit Committee meets ihe Executive Board to discuss
the interim and half-year financial reports in detail prior
to publication.

In May 2015, the Supervisory Board issued the man-
date for the audit of the annual financial statements
and Group financial statements o KPMG AG Wirtschalts-
prifungsgesellschaft, Berlin, who had been appointed
at the Annual General Meeting as auditors of the annual

21

financial statements and Gioup {inancial statements for the
2015 financial year and had also been appointed to conduct
audit reviews of the interim and half-year financial reports
for the 2015 financial year. Since the preparation of the 2015
annual financial statemenis and Group financial statements,
the Global Lead Partner from KPMG has been Mi Harald
von Heynitz. The auditors issued a detailed declaration
confirming their independence 10 the Audit Commitiee of
the Supervisory Board. There were no conflicts of interest.
1t was agreed with the auditors that the Chairman of the
Supervisory Board and the Chairman of the Audit Commit-
tee would be informedimmediately duiing the audit of any
potential reasons for the disqualification of the auditors of
far their lack of impartiality, unless these could be elimi-
nated without delay. The auditors were obligeg ta report

" immédiately all the significant audit findings and events

arising from the audit that have an impact on the duties of
the Supervisory Board. The auditors have also undertaken
to inform the Supervisory Board if they discover facts in
the course of their audit which reveal any inaccuracies in
the company’s declaration of compliance with the German
Corporate Governance Code.

Linde has reporting, monitoring and risk management
systems in place which are continually being updated and
adapted by the Executive Board o take account of changing
circumstances. The internal audit department performs
reviews at regular intervals of the efficiency and effec
tiveness of the risk management system and the internal
control system, The auditors also assess the system in
place for the early identification of risk and provide regular
reports on their findings 3t a globai level to the Executive
Board and Supervisory Board. Additionally, the Audit Com-
mittee supports the Supervisory 8oard in monitoring the
activities of executive management and also deals with
risk management issues in this context. It receives regutar
reports from the Executive Board about risk management,
the risk pesition, and the identification and monitoring of
risks. In addition, it is informed on a regular basis about
existing risks and the evolution of those risks. Moreover,
the Audit Committee has agreed with the auditors that, if
necessary, they will report to the Committee any signifi-
cant weaknesses that they identify in the internal control
system in relation to the accounting process and in the
system for the early identification of risks. Further details
about risk management in The Linde Gioup are provided
in the Opportunity and risk report on rAGes €1 7¢ 107,
This includes the seport on the accounting-related internal
control system.
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The remuneration repart sets out the structure, basic fea-
tures and amount of the remuneration payable to members
of the Executive Board and Supervisory Baard. It forms part
of the combined management report for Linde AG and The
Linde Group and takes account of the recommendations of
the German Corporate Governance Code. The remunera-
tion report also contains the information which is legally
required under the provisions of the German Commercial
Code (HGB). This information is therefore not repeated in
the Notes to the Group financial statements.

1. Remuneration of
the Executive Board

The full Supervisory Beard is responsible for determining
the total emoluments of each individual member of the
Executive Board. In fine with the procedural rules of the
Supervisory Board, it is incumbent upen the Standing Com-
mittee to do the groundwork so that the Supervisory Board
can pass resolutions relating to remuneration.

The remuneration system for the Executive Board,
described in more detail below, has applied since 1)an-
uary 2012, It was approved at the 2012 Annual General
Meeting of Linde aktiengesellschaft with a majority
of 96.45 percent. With effect from 1 January 2014, the
Supervisory Board made minar amendmentis to take a¢-
count of the corresponding changes to the German Corpo-
rate Governance Code. No amendments were made in 2015,

The amount and structure of the remuneration paya-
ble are based on the size and international reach of the
Group, its economic and financial sitwation, its performance
and praspects and the unit of the Group for which the
Executive Board member is responsible, as well as on
customary remuneration practice among peers and the
remuneration structure which applies elsewhere in the
company. To gauge customary practice among peers, Linde

22

compares its remuneration system with that of several
other groups of companies (DAX 30 campanies, similar
German and international companies). As regards the re-
muneration structure which applies elsewhere in the com-
pany, the Supervisory Board cansiders when determining
the emoluments of the Executive Board the relationship
between the remuneration of the Executive Board and
that of senior management and the staff overall, also in
terms of its develapment over time. To de so, it has es-
tablished how 1o identify members of senior management

.and the relevant members of staff. The emoluments also

depend on the duties of each individual member of the
Executive Board, and on his or her personal performance
and the performance of the Executive Board a5 a whole.
The remuneration is calculated so thatit is competitive at
international levet and gives Board members an incentive
to create sustainable performance and sustainable growth
in a dynamic environment. in its evaluation and weighting
of varioys criteria, the Supervisory Board was advised by
an independent external expert on executive pay. The
amounts of the fixed cash emoluments and the variable
remuneration components were subject to a scheduled
review as at 1 January 2014 and some adjustments were
made. No adjustments were made in 2015,

The remuneration system places particular emphasis
on sustainable business development. There is 3 signifi-
cant focus on multi-yeas remuneration components. As a
result of the obligation to invest part of the variable cash
emoluments in Linde shares and to hold those shares for
several years and as a result of the granting of a tong
Term incentive Plan in the form of options to purchase
tinde shares (performance shares) and bonus shares
(matching shares) after compulsory personal investment
by the Executive Board member, the remyneration of the
members of the Executive Board is finked to the price of
Linde shares, This creates a long-term incentive o achieve
3 positive Group performance.

The members of the Executive Board receive no remu-
neration for any Group offices held.

Total emoluments
The remuneration system comprises the following com-
ponents:

— fixed monthly cash emoluments;

— benefits in kind/other benefits;

— variable cash emoluments which are paid in cash in
April of the following year linked 1o an obligation to
use 40 percent of the cash amount (after the deduc-
tion of tax} to acquire Linde shares and hold them fos
a period of at least four years;

— along Tefrm Incentive Plan, which provides fos multi-
year share-based remuneration in the form of options
to purchase shares (performance shares) and bonus
shares linked to personal investment by the Executive
Board member {matching shares);

— pension commitments.
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0f these companents, the fixed cash emaluments, the
benefits in kind/other benefits and the pension commit-
ments are not performance-related, while the variable
cash emoluments and the Long Term Incentive Plan are
performance-refated.

The regular target remuneration for a year (i.e. the total
of fixed cash emoluments, variable cash emoluments and
entittements under the Lang Term Incentive Plan) com-
prises the folowing targets for the performance-related
entitiements:

— 25 percent fixed cash emaluments;
— 30 percent one-year variable cash emoluments;
— a5 percent multi-year variable emoluments, of which:
— around 50 percent obligatory investment in Linde
- shares required 10-be held for at-least four years;
— around so percent share-based remuneration com-
ponents from the Long Term Incentive Plan, of which:
— 80 percent perfarmance shares;
— 20 percent matching shares.

The relative weighting of fixed and variable remunesation
components is therefore around 25 percent (fixed cash
emoluments) to around 75 percent (variable cash emolu-
ments, performance shares and matching shares), while
within the variable remuneration components around
a9 percent is determined solely on a ane-year basis and
around 60 percent on a multi-year basis. As a result, the
remyneration system is highly performance-related and
determined predominantly on a multi-year basis. Araund
65 percent of the variable emaluments are directly linked
with performance indicators or long-term management
targets.

Fixed cash emoluments
Each member of the Executive Board receives fixed monthly
cash emoluments.

Benefits in kind/Other benefits

Benefits in kind are also provided which are taxed in ac-
cordance with the fiscal requlations applicable in each
case. They comprise mainly the cost or monetary advan-
tage of insurance benefits at normal market rates and the
provision of company cars.

Variable cash emoluments

variable cash emoluments are based on two egual-
ly-weighted key ratios, return oncapital employed (ROCE)
and the operating margin, based on the customary defi-
nitions used by the Group which are given on races «5
10 46. FOr each of the two measurement factors, a min-
imum target is defined in the form of an ambitious per-
formance hurdte. If this hurdle is not reached in respect
of one of the measurement factors, the variable cash
emoluments linked 1o this factor are not paid. If neither
minimum target is reached, there is no entitlement at all
to variable cash emoluments. The amount of the variable
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cash emoluments based on reaching the ROCE and oper-
ating margin targets may be modified by an individual
performance component.

If the entitlement to variable cash remuneration is met
as a result of target achievement, so percent of the vari-
able cash remuneration calculated on this basis is paid in
cash, with no further obligation attached to the amount
{cash component). 40 percent of the total amount of the
one-year variable remuneration is paid in cash at the same
time as the cash component, bui there is an obligation
on the £xecutive Board member to re-invest this portion
of the total amount in Linde AG shares {deferral compg-
nent). The member of the Executive Board mustinvest
the net amount of the deferral component (estimated to
be 50 percent of the gross amount) in Linde shares and
.must-hold these shares-for a period.of at least four years.

Measurement factors for variable

cash emoluments Group ROCE

The variable cash remuneration for all the members of
the Executive Board is based on the Group ROCE achieved
in the financial year, to the extent that each member re-
ceives a fixed euro amount for each a.1 percent of Graup
ROCE achieved. The variable cash remuneration is only
paid if Group ROCE exceeds of equals an ambitious min-
imum return on capital which has been defined (perfor-
mance hurdle).

Operating margin

The variable ¢ash remuneration is based on the operating
margin achieved in the area for which the Executive Board
member is responsible. The operating marginis calculated
as the ratio of operating profit (EBITDA, s¢f 6tossaky) ta
revenue. A fixed euro amount is paid to each Board mem-
ber for each 0.1 percent of operating margin achieved. For
the Chief Executive Officer and Chief Financial Gfficer, this
is based on the operating margin of the Group. For those
members of the Executive Board responsible tor opeia-
tions, the margin in the gases segments or the Engineering
Division far which he or she is responsible is relevant. In
both cases, payment is only made if ambitious minimum
marqins derived from specific market conditions are met,
The Supervisory Board may attach additional conditions to
the establishment and the amount of the remuneration en-
titlement linked to the aperating margin. These conditions
should be setin the light of the prevailing market situation.

individual performance component

1o reflect the personal performance of Executive Board
members, the amounts calculated on the basis of the two
measurement factors (Group ROCE and the operating mar-
gin) are multiplied using a performance multiplier of be-
tween 0.8 and 1.2. The Supervisory Board may exercise its
discretion to reduce of ingrease the amounts calculated as
aresult of the achievement of one or both targets by up to
20 percent, to take account of the individual performance
of the Executive Board member.
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Deferral component

0of the variable cash remuneration, 40 percent is paid but
effectively deferred, as the Executive Board member has
an obligation to invest the net amount in Linde shares
and to hold these shares for a periad of at least four years
from the date they are transferred to a securities account
(deferral shares). The net amount of the deferral compo-
nent is paid directly to a'bank withinstructions to acquire
the deferral shares for the Executive Board membersina
block order on the third stock exchange trading day after
the Annual General Meeting of Linde AG, to transfer the
shares to a separate securities account and to manage
them. The shares must be newly acquired in the market.
Itis not possible to use shares for this purpose which are
already held by the Executive Board members, The defersal

shares carry dividend rights during the blocked period. The -

dividend is paid to the Executive Board members.

Cap

The cash component {i.e. 60 percent of the variable cash
remuneration, calculated on the basis of ane or both
the targets being met and payable in cash) is capped at
250 percent of the fixed cash emoluments. The deferral
component (the remaining 40 percent of the variable cash
remuneration) is capped at 165 percent of the fixed cash
emoluments as at the date on which it is paid.

In exceptional circumstances which lead to an un-
foreseen increase in the value of the deferral shares by
the end of the blocked period, where this is not due to
the performance of the Executive Board member, the
Supervisary Board has the right 1o offset this by reduc-
ing the amount of the cash and/or deferral components
in subsequent years.

Regular reviews

The Supervisory Board conducts reqular reviews of the
targets set and the calibration of the variable remunera-
tion, including the performance hurdles, in order to pre-
vent potential distortions. It may also take into account
non-recerfing items or the specific impact on both meas-
urement factors {Group ROCE and the operating maiginy
of any investment or acquisition projects.

Share-based emoluments

Long Term Incentive Plan 2012

It was resolved at the Annuval General Meeting on
4 May 2012 to replace the Linde Performance Share Pro-
gramme 2007 for the Executive Board and other execu-
tives with the new Long Term Incentive Plan 2012 {LTIP
2012). Like the previous programme, this scheme provides
for the granting of options to purchase shares in Linde
(performance shares). Executive Board members and
selected executives are required to make a compulsory
personal invesiment in shares of the company at the
beginning of the scheme. For the shares acquired by
a scheme participant as a personal investment, bonus
shares (matching shares) are granted at the end of the
four-year qualifying period if certain conditions are met.

24

The members of the Executive Board are granted options

and rights to matching shares for a specified sum. The

number of options or matching share rights to be allocated

to each member of the Execulive Board is determined

on the basis of the fair value per option or per right to a

matching share at the grant daie calculated in an actuarial

report. Of the remuneration, 80 percent of the amount

which may be earned as a result of participating in the

L1IP 2012 if the target is reached relates to performance
shares and 20 percent to matching shares. The company
has the option of making a payment in cash to the stheme
participants instead of issuing performance shares and/
of matching shares. In exceptional circumstances, the
Supervisory Board may restrict the option rights and

matching rights granted to the Executive Board mem-
bersin terms of content, either in full or in part. The first
tranche under the LTIP 2012 was issued after the 2012
Annual General Meeting.

Options to purchase performance shares

The plan participants are granted a certain number of
aptions in various annual tranches. The Supervisory goard
determines the allocation of options to members of the
Executive Board. Each aption confers the right, if certain
targets are mel, lo purchase one share in Linde AG {per-
formance shares) at the exercise price, which is equiv-
alent in each case to the lowest issue price, currently
EUR 2.56. The options in 3 tranche have a five-year term.
If the conditions required for the exercise of the options
are met, they may first be exercised once a four-year
qualifying period calculated from the issue date has ex-
pired (the performance periad). Options may only be
exercised if certain performance targets are reached,
which are based on movements in earnings per share
and relative total shareholder return. Equal weighting
is given to these two performance targets in terms of
the total aptions allocated. Within each of these perfor-
mance targets, a minimum target must be reachedif the
options in a particutar tranche are to become exercisable,
and there is also a stretch target. If the steetch larget for
ane of these performance targets is reached, all the op-
tions relating to that performance target in that particulac
tranche become exercisable. If the minimum target within
a performance target is reached, 12.5 percent of all the
optiens in the relevant tranche may be exercised and
the plan participant receives a corresponding number
of performance shares on payment of the lowest issue
price per share. If the relevant stretch target is reached,
so percent of all the options to purchase performance
shares in the relevant tranche may be exercised. If the
minimum target is exceeded, bui the stretch target is not
reached, the number of options that may be exercised
is dependent on the percentage by which the minimum
target is exceeded.

Further information about the value of the options,
and about the structure, conditions and, in particular, the
performance targets of the scheme is given in roir 22/ of
the Notes to the Group financial statements.

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 55 av 272



Brgnngysundregistrene Arsregnskap regnskapsaret 2015 for 976647602

LINDE FINANCIAL REPORT 2015

Personal investment and matching shares
The number of Linde shares which muyst be purchased as
a personal investment is determined by the Supecvisary
Board for each member of the Executive Board and cor-
responds to 20 percent of the target remuneration which
may be earned by participating in the LTIP 2012. For each
share in Linde acquired by a scheme participant as a pes- -
sonal investment and held by the participant during the
four-year qualifying period for the options, one matching
share in Linde is granted free of charge. Conditions for
granting matching shares are a personal investment in
shares of the company by the scheme participant at the
appropriate time, the unrestricted holding of such shares
during the qualifying period and the existence of a service
contract at the end of the qualifying period in respec? of . . . - -
which ne notice has been given. ’
Movements in the options and rights to matching shares
issued to members of the Executive Board under the Long
Term Incentive Plan 2012 were as follows in the period
under review:

E 1 OPIIONS, MATCHING SHARES - LONG TERM INCENTIVE PLAN 2012

Options Malching shares
Granted in the Granted in the

Execative Board At 01.01. financiol year At3L12. Al01.07. financial year AL 3112,
members in office ot
Jr12.2015 in units inynits in units in units in unils i umits
Dr Wolfgang Biichele
(trom 01.05.2014)
(Chief Executive Officer 2015 12,304 11,921 24,225 1,423 1,207 2,695
from 20.05.2014) C o] - 12,3041 12304 -} 1,428 a8

2015 21,220 5,960 27,180 2,374 633 3,009
Thomas Blades 2014 15,068 6152|2200 1,662 714 2,376
Or Christian Bruch 2015 2.592' 4,470 7,062 281 75 te6
(romorovzors) — 2e0e| -| ol . |- . = Z ot

2015 22,758 7,450 30,208 2,558 792 3,347
GeorgQenoke ~  2014| 15068  7690] 22,758  1,662| _ 893 2,535
Bernd Eulitz 2015 3,187 4,470 7,651 355 475 830
(fomotro1.2018) LI =] R I I - -

2015 21,220 5,960 27,180 2,376 633 3,009
Sanjiviamba ___2004| _ 15,068 _ _ 6,152 _n20| ne62l 74l 2,376
TOTAL 2015 83,275 40,231 123,506 9,381 4,275 13,656
TQTAL 20147 60,272 38,450 98,722 6,648 4,463 11,

* Rights outstanding at the s1art of the reporting period trom the time spenl as an executive in The tinde Group,
* 7014 including Protessos Dr Aldo Belloni (member of the Executive Board until 31.12.2014).

All options held at 31 December 2015 were not yet exercis-  Information about the rules which apply to the opticn
able. The exercise price of alt options is currently eug 2.56  schemes in the event of a change of control is given on
per option. During the 201s financial year, none of the op-  ragrs 112 70 113 of the combined management report
tions and/or rights to matching shares held by members of  for Linde AG and The Linde Group {Disclosures in accord-
the Executive Board expired or were forfeited. Matching — ance with §289 (4), §315 () of the German Commercial
shares were not allocated. The weighted average remain-  Code (HGB)).
ing term of the options and rights te matching shares is
1.8 years (2014: 2.3 years).

As 3 prerequisite for participation in the Long Term
Incentive Plan 2012, the Executive Board members made
the following personal investment in Linde shares of the
company in the 2015 financial year: Dr Wolfgang Blichele
1,267 (2014; 1,428), Thomas Blades 633 {2014: 7:34), Dr Chris-
tian Bruch 47s, Georg Denoke 792 (2014 893), Bernd Eulitz
475 and Sanjiv Lamba 633 (2014: 714),

25
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Total cost of share-based emoluments

and remeasurement of virtual shares

The total cost of share-based emoluments in 2015 was
£UR & m {2014: EUR 18 m). During the financial year, the
following cost was recognised in respect of share-based
payment instruments held by members of the Executive
Board currently in office and the gain on remeasurement
of current entitlements to virtual shares in Linde:

=2
70 VIRTUAL SHARES

COST OF SHARE-BASED PAYMENIS AND CHANGE IN VALUE OF EXISTING ENTITLEMENT

Execytive Board members in office ot 31.12.2015

Cosi of
shore-based Change in
paymenis value of
77 {without _ virtual
in £UR - - ) virttaf shares) shares’
Dr wolfgang Buchele (from 01.05.2014) 015 395,929 -
(Chief Executive Offices from 20.05.2014) L 2014 145,802 -
2015 177,881 21,856
Thomas Blades _ o B 2o 322,935 47752
2015 72,643 -
Dr Christian Brych (fiom 01.01.2015) . 12 ] -
2015 227,403 24,876
Geoig Denoke _ ) 2014 387,603 54,349
2015 70,391 -
BendEulivz (fomerorzonsy . L. L) IR -
2015 177,481 13,912
Sanjiv Lamba . _ 2014y 369,368 - 41,320
TOTAL 2015 1,122,133 65,644
TOTAL 20147 4,869,835 285,411

' In 2017 and 1013, 40 percent of the variable cash remuneration was converted as al the balance sheet date inlo virtual shares with dividend entillement and
not paid for at leasi another three years. {The amounts paid in each case are dependent on movements in Linde’s share price.}

* 2014 including Professor 01 Aldo Belloni (Member of 1he Execulive Board until 31.02.2014) and Professor Dr Wellgang Reitzte (Chairman of the Executive Board
unil 10.05.2014): Professor Dr Aldo Beltoni expense £ur 1,286,012, change in value eur 74,825; Professor Dr Wollgang Reltzle expense EyR 2,358,115, change in
value UR a7,145, The share-based emoluments for 2014 include the cost on the retirement of the Board member of all the annual Iranches not yet recognised

at an expense.

In the statutory financial statements of Linde AG, the
company has availed itself of the option not to recognise
share-based remunersation systems as persennel expenses,
in accordance with legal requlations. For the matching
shares of Linde AG employees, a cost of EUR 1.4 m (2014:
£UR 1.8 M) was recognised as an expense in accordance
with the German Commercial Code (HGB). Of this amount,
EUR 0.4 M (2014; EUR 0.9 m) related to rights to matching
shares of members of the Executive Board.

Pension commitments

For members joining the Executive Board of the company
on or after 1 January 2012, a defined contribution pension
scheme was inkiroduced in the form of a direct commitment,
which will provide benefits camprising old age pensions,
disability pensions and surviving dependants pensions.
For new members, the annual contributions made by the
company during the period of employment wil! be 45 per-
cent of the fixed cash emoluments {and therefore around
11 percent of the target emoluments). After 1s years of
sefvice on the Board, a target pension level of around
so percent of the final fixed cash emoluments would be
achieved as an old age pension. The capital is invested

26

with an external provider. The pension commitment is
designed to be similar to the Linde Pensien Plan (Linde
vorsorgeplan) fer employees. Insolvency insurance is pro-
vided as a result of the integration of the pension com-
mitments into the existing Contractual Trust Arrangement
(CTA). The contributions participate in the performance
of the (TA and also participate in potential CTA surpluses.
The model provides for guaranteed minimum interest of
3 percent plus any overperformance. The regular old age
pension is payable from the age of 65 and in the case of
early retirement from the age of 2. The employer's con-
tributions are legally non-forfeitable in accordance with
the German Company Pension Act (BetrAVG). The current
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account balance inclusive quaranteed interest are taken

as a basis for calculating the benefits when due. In the

case of death of invalidity, a minimum benefit is paya-
ble for a period of service on the Board of less than ten

years. In this case, the amount payable is topped up by
the missing contributions to the amount that would have
been payable if the Executive Board member had served

on the Board for ten years (up to a maximum age of &5),
as long as the peried served on the Board was at least
three years, Those entitled to the full pension account are,
firstly, the widow, widower or surviving civil partner of the
Executive Board member and, secondly, orphans of the
gxecutive Board member if there is no widow, widower
or surviving civil partner.

The pension payable is calculated on the basis of the
mortality tables-and interest rates which are valid when
the pension is drawn. In all cases, the Executive Board
member may choose to have his or her pension paid in
one of three ways:

— a5 alump sum;

— in five to ten annual instalments with the accrual of
interest (depending on the term} until the payments
are due;

— in the form of payments for life including an annual
increase of 1 percent per annum.

On request and with the Group’s agreement, the Executive
Board member may opt for other payment variants.
Pension commitments for Geerg Dencke and Sanjiv
Lamba, who were already on the Executive Board of the
company at1january 2012, are set out in individual con-
tracts. The pension is based on a particular percentage of
the last fixed moathly pensionable emoluments paid. The
percentage rate on entry is 20 percent. This percentage
increases by 2 percent for every year of service completed
by the Executive Board member. The maximum percentage
that can be achieved for the pension is so percent of the
last fixed monthly emoluments paid. Payments are made
on a monthly basis once the member has retired from the
Group and is eligible for his or her pension (old age pen-
sion from the age of s5, pension for medical disability or
incapacity for work, and surviving dependants pension in
the event of death). Widowed spouses receive 0 percent
of the pension of the deceased member of the Executive
Board. The commitments also include benefits for any or-
phans or children wha have lost one parent. Each chitd
entitled to maintenance receives 1o percent {in the case
of children who have lost one parent) up to a maximum
of 25 percent (in the case of orphans) of the pension of
the contracting party, generally until his or her 18th year,
although maintenance may continue to be paid until he or
she reaches the age of 27. if the deceased has left several
children, the amounts are reduced proportionately and
limited in total to half the pension to which the contract-
ing party was entitled. The total maintenance payments
to surviving dependants must not exceed the full amount
of the pension of the contracting party. Cuirent pensions

27

are adjusted annually to take account of the change in
the consumer price index for private households based on
information provided by the German Statistical Office. 1 a
membe of the Executive Board has reached the age of 55
and completed ten years of service an the Executive 8oard,
and his or her employment contract is terminated early by
the supervisary Board or his or her term of office is not
extended for reasans beyond the control of the Executive
Board member, he of she would immediately receive the
pension earned, taking into account other income. }f, how-
ever, an Executive Board member has not completed ten
years of service or if the employment contract is terminated
before he or she reaches the age of 55, he or she acquires
entitiement by law to a pension as a supplement to the
accupational pension in the amount specified by law, pro-
vided the Executive Board member was employed by the
company fer a minimum period of three cansecutive years.

Emoluments of the Executive Board for 2015
with regard to the compasition of the Executive Board,
the following changes were made in the 2015 financial
year: with effect from 1 January zo1s, Or Christian Bruch
and Bernd Eulitz were appointed to the Executive Board
af Linde AG. They replaced Professor Dr Aldo Belloni, who
retired on 31 December 2014. The total cash remuneration
for members of the Executive Board for performing their
duties at Linde AG and its subsidiaries in and/or for the
2015 financial year was euR 11,578,045 (2014; EUR 13,967,739).
0Of this amount, tUR 4,295,945 (2014; FUR 4,263,230) related
to fixed remuneration components which are not perfor-
mance-related and FUR 7,282,100 (2014: £4R 7,704,509) t0
variable short-term or long-term performance-related re-
muneration components. The measurement of benefits in
kind and other benefits was based on their value for tax
purposes. 0 percent of the variable cash emoluments, i.e.
FUR 4,369,260 (2014 EUR 4,622,705) will be paid. 40 percent,
i.e. EuR 2,912,840 (2014: EUR 3,081,804) is required to be
invested (after the deduction of tax) in Linde shares which
must be held for a qualifying period of four years. This
therefore constitutes along-term remuneration component.
The total remuneration of the members of the Executive
Board in 2015 was £UR 14,953,014 {2014: EUR 15,092,622). In-
cluded in the total remuneration are options and rights te
matching shares which were granted to members of the
£xecutive Board under the Long Term Incentive Plan. In
each case, the options and matching shares are included
at their value on allocation. In the zo1s financial year,
members of the Executive Board were granted a total of
40,231 (2014; 38,450} options with a value an allocation of
EUR 67.1 (2014: EUR 65.02) per option and 4,275 (2014: 4,463)
rights to matching shares with a value on allocation of
EUR 157,91 (2014: EUR 140.01) per right to a matching share.

Subject to the approval of the annual financial state-
ments of Linde AG {or the year ended 31 December 2015, the
emoluments for the individual members of the Executive
Board for 2015 (including variable emoluments calculated
on the basis of Group ROCE aiter non-recurring items of
8.7 percent) are as follows:
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E3

TOTAL REMUNERATION OF MEMBERS OF THE EXECUTIVE BOARD

Execulive Board members in ollice ot 31.12.2015

Cash emoluments tong Term Incentive Plan Toiol Pensigns
Matching
_Options __ shares
Benelits . -
Fixed inkind/ Total cash Value on Vvalve on Service cosl  Service (osi
emolu- Other emofu-  the grant the grant Toto! in ﬁno]ncml' in Imajrrrmr
ments benefits Voriable cosh emolumenis ments’ dote dote f s yeor IFRS  yeoar’ HGB
non-
current’ current®
in EUR (60%) (40%)
Dr Wolfgang
Bichele
(from
01.05.2014)
(Chairman from 2075 | 1,200,000 37,733 1,075,500 717,000 3,030,233 300,018 200,072 4,030,323 651,263 539,175
20.05.2014) 2014 800,000 101,671 701,800 467,867 i()_?h}}f _B00,006) 199,934 3,0M,278 ;ﬁ53,316 375,989
_ - .. 015 600,000 21,955 722760 481,840 1,826,555 399,976 99,9571 2,326,488 308,022 270,3%4
i Thomas Blades 2014 600,000 28,481 697,080| 464,720 1,790,281 _ 400,003 | 99,967 2,296,251 277381
Or Christian )
Bruch 2015 500,000 20,630 476,070 317,380 1,314,080 299,982 75,007 1.689.06%9 305,849 244,679
(from 01.01.2015) 2014 i I o R S i D B S S -
2015 750,000 20,761 340,000 560,000 2,170,76% 499,974 125,065 2,795,790 256,91 139,947
Georg Dencke 2014 722,500 23,296 786,555 524,370 2,056,721 500,004 125,029 2,681,754 163,924 Rriary
Bernd Eulitz 2015 500,000 28,157 522,090 343,060 1,398.307 299.982 75,007 | 1,773,296 308,020 216,416
{romor.01.2018) 2014 - - - - - -l -l e ] B
2015 600,008 16,709 732,840 488,560 1,338,109 399,976 99,957 2,338,042 274,349 150,294
sanjivLlamba 2014 581,250 69,017 __ 687,060 458,04¢| 1,795,367 400,003 99,967 2,295,337) 76,2211 129,592
TOTAL 2015 | 4,150,000| 145,945| 4,369,260 2,912,840 11,578,045 2,699,904 675,065 14,953,004 2,105,419 1,590,875
(in percent) 28 1 29 1% 77 18 5 100
TOTAL 2014° 3,969,861 | 293,369| 4,622,705| 3,081,804 | 11,967,73%| 2,500,019 624,864 | 15,092,622 | 1,228,535 1,022,807
(in percent) 26 2 11 20 7% 17 4 100

» 60 percent of the variable cash remuneralion is paid directly in Lhe year following the balance sheet date.

+ a0 percent of the variable cash remuneration is paid oul in the year Tollowing the bafance sheet date with the obligation 1o purchase shares in tinde and hold these shares for at least four years.
' No pasi service cost arose in the 2014 of zows financial years.
* Sanjiv Lamba received an anniversary bonus of gur sok.

+ 2014 Including Professor Dr Aldo Belioni (Member of the Executive Baard until 31.12.2014) and Professor Dr Wolfgang Reitzle (Chairman of the Executive Board until 70.05.2014),

2014 includes Professor Or Aldo Belloni (Member of the
Executive Board until 31 December 2014} with total emol-
uments of EUR 2,966,933 and a service cost of EUR 136,285
(IFRS) and eur 119,718 (HGB), as well as Professor Or Wolfgang
Reitzle {Chairman of the Executive Board until 20 May 2014)
with total emaluments of eur 1,787,069. The 2014 Financial Re-
port shows the distribution among the various components.

In the 2015 financial year, the service cost for pension
obligations in accordance with IFRS was EUR 2,105,419 (2014:
€UR 1,228,535), while the figure in accordance with the
German Commercial Code (HGB) was EUR 1,550,875 (2014:
EUR1,022,807). At the balance sheet date, the present
value for accounting purpases of pension commitments
accruing 1o the individual Board members was as follows:
Dr Waolfgang Bichele EuR 1,111,884 {2014: EUR 453,316)
{Group), EUR 1,006,674 (2014; EUR 375,585} (Linde AG);
Thomas Blades EUR 1,262,717 {2014: EUR 985,863) (Group),
EUR 1,181,352 {2014: EUR 869,377) (Linde AG); Dr Christian
Bruch Eur 848,196 (Group), EUR 654,033 (Linde AG); Georg
Denoke EUR 2,789,595 (2014: EUR 2,777,04%) (Group),
EUR 1,965,365 (2014: EUR 1,513,921) {Linde AG); Bernd Eulitz
EUR 861,327 (Group), EUR 692,771 {Linde AG); SanjivLamba
EUR 1,158,813 (2014: EUR 983,190) (Group), EUR 819,326 (2014:
EUR 539,886) (Linde AG). The change in the present value

28

of the pension commitments is the result of the unwind-
ing of interest of entitlements acquired in previous years,
actuarial gains and changes in holdings. The present values
of the pension commitments accruing to Or Christian Bruch
and Bernd Eulitz, who were appointed to the Executive
Board on 1 January 2015, include their vesied rights from
their time spent as executives within The Linde Group.
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Disclosures in accordance with the
requirements of the German Corporate
Governance Code
Disclosed in the table below, in accordance with the re-
quirements set out in the German Corporate Governance
Code, is the allocated remuneration of the Executive Board
for the 201s finandial year including other benefits and in-
cleding the maximum and minimum emoluments attainable
in the case of variable remuneration components. In con-
{rast to the FABLE ENTITLED *TOTAL REMUNERATION OF MEMBERS
oF THE execunive soarn-, the one-year variable remuner-
ation is disclosed in the table below at the target value,
which is the value that would apply if all the targets were
fully met. Asin the rABIE FNTITLED “TOTAL REMUNERATION OF
MEMBERS OF THE £xECHTIE BoARD™, the options and rights to
- - - maiching shares included in the share-based remuneration ~
(Long Term Incentive Plan) are reported at fair value on
the grant date. The option rights and rights to matching
shares only become exercisable ¢r are only transferred
after a four-year qualifying period has elapsed. In each
case, the number of option rights or rights to matching
shares is determined by the actual targets met after the
qualifying periad has expired. Therefore, the value of the
rights may be higher or lower than the figures disclosed in
the table below, depending on the prevailing shase price
at the date of transier. Moreover, in contrast to the rasif
ENTITLED *TOTAI REMUNERATION OF MEMBERS OF THE EXECUTIVE
soarp”, the total remunerationin the table below includes
the pension expense.

29
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E4 REMUNERATION ALLOCATED DURING THE YEAR

Executive Boord members in office al 31.12.2015

o1 Wolfgang Biichele
Member of the Execulive Boord lrom 01.05.2014
Chaitman of the Execytive Board from 20.05.2014

Remuneralion allocaled during the yeor, in EUR 2014 2015 2015 (Min) 015 (Mox)

fixed emoluments . 800,000 200,000  1.200000f 1,200,000 -

other benefits - o a0n,en 3733| 3,733 3733 B

TOTAL 901,671 1,237,733 1,237,733 1,237,733

One-year variable emoluments el o
_SEoﬂ-l_e_r_rnj_as}h_empjumg_@s_‘f _ o 130 1,095,900 0 3,000,000 R

M_ulti-yearvaﬁable emoluments 1,515,353 1,730,690 0 3,714,355

inc—fu—c;i;g Iop;-g-—l-er;;o;h emaluments
(delerra)™ 515,413 730,600 0 1,980,000
including Long Term Incentive Plan 2014
(qualifying period: +years)’ _ :
Options 800,006 - - -

. __._.Mowhingshores 199934 - - -
including tong Term incentive Plon 2015
(qualifying period: 4 years)*

.. options - 800,018 0 1,564,761 B
Motching sheres - 200.072 0 169,651 . ~

TOTAL T 3,190,144 4,064,323 1,237,733 7,952,088

service cost . _as3316 651,268 651,268 651,268 )

TOTAL EMOLUMENTS 3,643,460 4,715,591 1,889,001 8,603,356

Executive Board members in office of 31.12.2015

Georg Denoke
Mmember of the Execulive Boord from 12.09.2006
Remunergtion aliocated during the yeor, in EUR 204 2413 2015 (Min) 2075 (Mux)
Fixed emoluments __ o _7£2é0_0 750,000 750,000 750,000 B
Other benefits N - 7. 20,761 20,761 W
TOTAL 745,796 770,761 770,761 770,761
One-year variable emoluments _  _ __ __ _ ———
o ___Short-term cash emoluments™® 866,505 856,500 0 1,875,000 ~
Multi-year variable emoluments i 1,202,703 1,196,035 0 2,321,032 .
inctuding long-term cosh emoluments
(deferralf™ 577,670 571,000 o Leszsee|
including Long Term Incentive Plan 2014
(qualifying period: 4 years)* U
e _ Oplions 500,004 ) - - -
. Maiching shores | _ 125,029 - - -
including Long Term Incentive Pion 2015
(quolifying period: « years)* o o
___Options - 499,970 ] 977.483
o __ Matching shores - 125,065 ¢ 106,049
TOTAL 2,815,004 2,823,296 770,761 4,966,793
servicecost . _163924 256,911 256,911 256,911
TOTAL EMOLUMENTS 2,978,928 3,080,207 1,027,672 5,223,704

a0 percent of the variable cash remuneration is paid in cash with no further obligation incumbent an the Execulive Board member.

* Capped at 150 percent of the tixed I The individual i values disclosed are the potential maximum values in terms ef amount in accardance
with the agreed upper limit: i.e. 250 perceni of the fixed emoluments.

v 40 petcent of the variable cash remuneration is paid oul it cash with the obligation te purchase shares in Linde and hold these shares for at least four years.

+ Capped at 165 percent of the fixed The individual i values disclosed are the polential maximum values in terms of amount in accordance
with the agreed upper {imit: i.e. 145 percent of the fixed emoluments,

» The value of the options and rights 10 maiching shares are not limiled in terms of amount once the gualitying pericd has ¢lapsed. The amounts disclosed are the
individual masimum amounts if both the perfarmance targets are met in tull and are based on 1he tlosing price of tinde shares on 31 December 2015 {EuR 132,50),

30
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Thomas Blodes Dr Christion Bruch

Member of the Execulive Board from 08.03.2012 Member of the Executive Board Irom 01.01.2015
2014 2415 2015 (Min) 2015 (Maal) 2014 2015 2015 (Mm) 2875 (Mox)
—_ ____&oOO0,000 600,000 600,000 600080 - 500,000 500,000 500,000
_ S 28,481 21,955 21,955 : 2955 . _ = 20,630 20.630 20,630
628,481 621,955 621,955 621,955 - 520,630 520,630 520,630
_ _ 778,080 742,200 0 1500000 - 487,950 Q 1,250,000
. 1,018,690 994,733 0 1,856,345 - 700,289 4 1,474,693
o 518,720 494,860 0 e 325.300 [} 825,000
0003 - - R - - - -
e 9987 o - B PR - - -
. . - 399,976 ) ] 78,786 - 299.932 o 586,090
- 99,957 i 84,759 - 75,007 0 63,603
2,425,251 2,358,888 621,955 3,978,500 - 1,708,869 520,630 3,245,323
298,789 309,022 309,022 303,022 | = 305,849 305,349 305,849
1,724,040 2,667,910 930,977 4,287,522 - 2,014,718 826,479 3,551.172

Bernd £ulitz Sanfiv tambo

Member of the éxecutive Board from 01.01.2615 Member of the Executive Board from 69.03.2011
2014 2015 2075 {Min) 2015 (Max} 2014 2015 2015 (Min) 2015 (Max)
- 500,000 500,000 500.000] 581250 600,000 600,000 620,000
" _ - 28,157 28,157 28,157 69,017 16,709 16,709 16,709
- 528,157 528,157 528,157 650,267 615,709 616,709 616,709
- . 534,060 0 1250000 747,015 775,500 ] 1,500,000
- o 731,029 0 1,474,693 997,980 1,017,133 o0 1,856,545
- . 356,040 el 825,000 495010 517,200 4 990,400
- - - -l . 400,003 - - -
e T - S N 274 - - -
- 209,982 4 58090 - 399976 g 781,786
- . 73007 0 62603 - 29,957 4 34,759
- 1,793,246 528,157 3,252,850 2,395,262 2,409,642 616,709 3,973,254
e - . 308,020 308.020 o020 76221 274,349 274,349 274,349
- 2,101,266 836,177 3,560,870 2,571,483 2,683,991 891,058 4,247,603
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Disclosed in the table below, in accordance with the re-
quirements set out in the German Corporaie Governance
Code, is remuneration received, comprising fixed emol-
uments, other benefits, ane-year variabie emoluments
and multi-year variable emoluments, set out according
to the relevant reference year, and the pension expense
in and/of for the 2015 financial year. The remuneration

- : received table does notinclude any remuneration for for-
mer members of the Executive Board. In contrast to the
multi-year variable emotuments granted disclosed above,
this table shows the actual value of multi-year emofuments
granted in prior years and received in 2015. No tranche of
the Long Ferm Incentive Plan was exercisable in the 2015
financial year. The qualifying period for the Long Term
Incentive Plan 2012 ends in 2016.

E5 REMUNERATION RECEIVED DURING THE YLAR

Executive Boord members in office ot 31.12.2015

Or Wolfgang Béichele

Member of the Execulive Board Thomas 8lodes
from 01.65.2014 Member of the Execulive Board
¢hiel Executive Officer from 20.05.2014 trom 08.03.2012
Remuneration received during the yeat, in EUR 2014 2015 2014 2015
Fixed emoluments B 800,000 1,200,000 600,000 coo, 000
Other benefits 11,671 37733 28,481 21,955
TOTAL TTTTTTTTT T T sonen 1237733 628,48 621,955 T
Qne-year variable emoluments el o _ _
shart-term cash emaluments' 701,800 1,675,500 697,080 722,760

Muiti-year variable emoluments . 467,867 717,000 464720 481,840

including long-term cosh emalumeng
- (defertai)

including Long Term Incentive Plan 2011
(qualilying period: 2011-2014} - - -

_ 467,867 71zeee) 464,720 481,840

Others I 0 el _ .. .0 of .o
TOTAL 2,071,338 3,030,233 1,790,281 1,826,555 )
Seicecot 453316 651,265 298,789 300,022

TOTAL EMOLUMENTS 2,524,654 3,681,500 2,089,070 w577

+ g0 percent of the variable cash remuneration is paid in cash with no furiher obligation incumbent on the Execulive Board member. 40 percenl of the variable
cash remuneration is paid out in cash with the obligation 1o purchase shares in Linde and hold these shares for at least four years.

Other remuneration-related arrangements
The Supervisory Board has the right, atits own discretion,
to award a special payment to an Executive Board member
for exceptional performance. Again in the 2015 financial
year, no such payment was granted. Any potential special
payment is capped at an amount which, when taken to-
gether with the cash component and deferral component
for that financial year, does not exceed the cap in terms of
the amount for the one-year variable emoluments.

32
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Or Christion Bruch Georg Denoke Bernd Eulitz Sanjiv lomba
Member of the Execulive Boord Member of the Executive Boord Member of the Executive Boord Member of the Executive Soard

from 01.01.2015 from 12.09.2006 irom 01.01.2015 {rem 09.03.2017
2014 2015 2014 2015 2014 2015 2014 2015
- 500,000f 722,50Q 7/s0000f o - 500,000 _ ___§8_l,25(_) 600,000
- 20,630 23,296 20,761 - 28,157 £9.017 16,709
T T - 520,630 B 74;’; 770,761 e 528,157 N A_GE,Z-G; 616,709
_ - 176,070 786,555 846,000 522,090] 687,060 732,640
-l 317380 879,451 560,000 398060 814,517 488,500
- . 317380 524,370 560,000 4__. - 348,060 458,040 188,560
- DU I - S i [ o I L L -
-— - ¢ 0 o9 - e 0 [V}
- 1,314,080 2,411,802 2,170,761 - 1,398,307 2,151,844 1,838,109
- 305,849 163,924 seom| - 308,020 _ 1162 274,349
- 1,619,929 2,575,726 2,421,672 - 1,706,327 5,328,065 2,112,458
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1

Benefits in the event of termination

of a contract

in the event that they are not reappointed between the
age of 55 and 63 for reasons beyond their control, Executive
Board members Georq Denoke and Sanjiv Lamba will re-
ceive in accordance with their existing contracts a lump
sum severance payment of so percent of their annual
cash remuneration (fixed emoluments and that portion
of the variable cash emoluments which is to e paid in
cash with no obligation to invest in shares (60 peicent)}
for the last full financial year before the termination of
their employment.

In compliance with the German Corporate Governance
Code, all contracts with members of the Executive Board
include the following provision. In the event of the early
termination of the employment contract of a member of
the Executive Board without due cause for that termi-
nation, his ar her severance pay will be capped at twice
the annual cash emoluments (fixed emolyments and that
portion of the variable cash emoluments which is to be
paid in cash with no abligation to invest in shares (s0 per-
cent)) {"severance cap”). The calculation is based on the
annual cash emoluments for the last full financial year
prior to the removal of the member from the Executive
Board. if the annual cash emoluments of the member of
the £xecutive Board for the financial year in which his or
her employment is terminated are likely to be significantly
higher or lower than the annual cash emaluments for the
last full financial year, the Supervisory Board may at its
discretion make an adjustment to the calculation of the
annual cash emoluments. If the remaining term of the em-
ployment contract is less than two years, the severance
pay is calculated pro rata. For the period on the basis of
which the severance pay is determined, the Executive
Board members receive no pension payments.

if Linde AG is acquired by another company and there
is a change of contral, and an employment contract is
terminated within nine months of that date by mutual
consent or as a result of a failure to renew the contract
at the appropriate time or as a result of the resignation
of the Executive Board member due to his or her position
on the Board being unduly compromised by the takeover,
members of the Executive Board have an entitlement to
benefits based an their contractual cash emoluments but
limited in extent. However, the burden of proof is on the
member of the Executive Baard to demansirate the actual
circumstances of his or her dismissal as a result of which
his or her position has been unduly compromised. The
recarnmendation of the German Corporate Governance
Code relating to severance caps in the event of a change of
control is also being followed. In accordance with the Code,
all Executive Board contracts provide fof severance pay in
the event of a membet retiring early from the Board due to
a change of controd equivalent to the amount payabie in
the event of early retirement from the Board without cause
under any other circumstances. Moseover, the Executive
Board member would receive additional compensation
equivalent to his or her annual cash emoluments (fixed
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emotuments and that portion of the variable cash emal-
uments which is to be paid in cash with no obligation to

invest in shares (50 percent)). The additional compensation

would not be payable if the member of the Executive Board

had served on the Board for less than three years or if he

or she had not yet reached the age of 52 or had already

reached the age of 63 when the employment contract

ended. If the member of the Executive Board receives

benefits on the occasion of or in connection with the

acquisition by a majority shareholder, a controlling inter-
est or another legal entity, these are taken into account

when the compensation and severance pay benefits are
catculated. The pension entitlement is determined in ac-
cordance with the rules for the early termination of an
empioyment contract without cause. _

If the employment contract of 3 member of the
Executive Board is terminated with due cause, no pay-
ments are made to the Board member.

Executive Board members are bound by a restraint
clause for a period of two years following the termination
of their contracts. By way of compensation, the company
undertakes to pay former Board members an amount equiv-
alent 10 50 percent of their fixed emotuments during the
period of restraini. The compensation qualifies in full for
pension benefits.

If the member of the Executive Board leaves the compa-
nys sefvice as aresult of death ar incapacity for work, he
or she or his or her heirs are entitled to the fixed monthly
emoluments for the month in which the employment con-
tract ended, and for the folowing six months. Moreover,
he or she or his or her heirs are entitled to that proportion
of the variable cash emotuments in respect of that part of
the year in which the member of the Executive Board was
active. In this case, 100 percent of the amount is paid in cash,

toans and advances
During the financial year, noloans or advances were made
to members of the Executive Board.

Total emoluments of former members

of the Executive Board

Former members of the Executive Board and their surviving
dependants received total emoluments of EUR 2,214,936
in the 2015 financial year (2014: £UR 3,290,586). The lotal
emcluments also include changes in the value of annual
tranches of share-based remuneration that have been rec-
ognised as an expense and previous claims under virtua!
shares for former Executive Board members.

A provision has been made in the Group financial state-
ments for current pensions and {uture pension benefits
in respect of former members of the Executive Board
and their surviving dependants of Eur 58,771,380 (2014:
EUR 58,273,773), In the annual financial statements of
Linde AG, a provision of EUR 50,381,450 was made (2014
EUR 44,793,684). The differences in the amounis disdlesed
are attributable to different accounting parameters be-
ing used to calculate the figures included in the Group
financial statements and the annua! financial statements.
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2. Remuneration of the
Supervisory 8oard

The remuneration of the Supervisory Board is determined
at the Annual General Meeting based on a proposal from
the Executive Board and Supervisory Board. Itis governed
by Article 11 of the articles of association.

under the new system approved at the 2013 Annual
General meeting, the remuneration of the Supervisory
Board changed so that it comprises only fixed emoluments.

Annugl fixed emoluments

Each member of the Supervisory Board receives annual
fixed emoluments of EUR 150,000.

Emoluments of the Chairman and Deputy
Chairmen of the Supervisory Board

The Chairman of the Supervisory Board receives annual
fixed emoluments of eur 450,000 and each of the Deputy
Chairmen receives annua! fixed emoluments of Eur 225,000.
These fixed amounts also include the recompense for chait-
ing and serving on commitiees.

Emoluments of the Standing Commitiee
and Audit Committee

tach member of the Standing Committee and the Audit
Committee {excluding the Chairman and Deputy Chairmen
of the Supervisory Board) receives eur 30,000 in addition
to his or her annuai fixed emoluments and the Chairman
of the Audit Committee receives EUR 60,000 in addition 10
his or her annual fixed emoluments.

Attendance fees

The company pays members of the Supervisory Board
an attendance fee of eur 1,000 every time they attend a
Supervisory Board meeting of committee meeting. This
amount remains unchanged if several meetings take place
on the same day.

Payment date, VAT and reimbursement

of expenses

The remuneration of the Supervisory Board is paid ai-
ter the end of the relevant financial year. The company
reimburses members of the Supervisory Board for their
expenses and also for VAT on their emoluments and on

their expense reimbursements. The company can take
out liability insurance for the benefit of members of the

Supervisory Board to cover the legal Hiability arising from

their activities as Board members.

Voluntary personal investment

The members of the Supervisory Board made a personal
commitment to the Supervisory Board that, in return for
25 percent of the fixed gross emoluments payable in each
financial year, they would purchase shares in Linde and
in each case hold these shares for the duratian of their
membership of the Supervisory 8oard of Linde AG. This
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does nat apply if the Supervisory Board members remit
at least &5 percent of their fixed emoluments to the Hans
Backler Faundation in accordance with the guidelines of
the Confederation of German Trade Unions (DGB) or to
the employer as a result of an obligation under a service
or employment contract. if in these cases the proportion
of fixed emoluments transferred is less than 8s percent,
the personal commitment applies to the proportion of
the fixed emoluments which has not been transterred.
In 2014 and 2015, the Supervisory Board members ful-
filled their persona!l commitment. No cost arose for the
company as a result. The Supervisory Board bought Linde
shares on the stock market and reported the purchases in
accordance with the German Securities Trading Act (WpHG).

Emoluments of the Supervisory Board for 2015
The total emoluments of the Supervisory Board (fixed emoi-
uments and attendance fees) amounted 10 EUR 2,512,000
(2014: EUR 2,509,000) plus VAT of tur 477,280 (2014:
EUR 476,710). The total cost for the attendance fees was
EUR 82,000 (2014: EUR 79,000).

The following table lists the remuneration of the indi-
vigual members of the Supervisory Board by component
in the 2015 and 2014 financial years:
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E6 EMOLUMENTS OF THE SUPERVISGRY BOARD

Emoluments for

fixed sitting on Altendance Total

in EUR emoluments’ commitiees' lees' emoluments'
b1 Manfred Schaeider 2015 450,000 - 10,000 460,000
(Chairman) N . zom _ 4s0000f - . _10,000| 460,000
Hans-Dieter Katte? 2015 225,000 - 10,000 235,000
(Deputy Chairman) 2014 225,000] | . o000 235,000
Michael Diekmann 2015 225,000 - 6.000 231,000
(second Deputy Chaitman) o oW aspool - 7000 232,000
2015 150,000 30,000 5,000 139,000

Prof Dr Dr Ann-Kristin Achleitner 20 150,060 30,000 8,000 188,000
2075 154,000 60,000 8,000 218,000

Dr Clemens Borsig . _.___ 2ms| _ 50000  60000) 8000) 218,000
2015 150,000 - 5,000 155,000

Anke Coutuiier 2014 150,000 - _ 4000 154,000
2015 150,000 - 4,000 154,000

_ Franz Fehrenbach. . aomal 1500000 - __ agoo] 154,000
2013 150,000 60,000 9,000 219,000

Gernot Hahl* _ . _ _ zen| _ 150000| 60,000 10,000 _220,000
2615 150,000 - 5.000 155,000

Dr Mastin Kimmich” 20| 1se@00f o -f 4,000 154,000
2015 156,000 30,004 6,000 186,000

Klaus-Peter Maller _ . o20r4p 150,000 30,000 ~ 6,000 186,000
2015 150,000 - 5.000 155,000

Xaver Schmidt? . 2014 150,000 - __Agoop 154,000
2015 150,000 - 5,000 155,000

FankSonntag? 2| 1500004 | 4p00| 154000
TOTAL 2015 2,250,000 180,000 82,000 2,512,000
(Fi percent) 90 7 3 100
TOTAL 2014 2,250,000 180,000 79,000 2,509,000
(in perceni) 90 7 3 100

* Amounis excluding VAT,

» The employee representatives have decided 1o torward their cemuneration ta the Hans Backler Foundation in accordance with the guidelings of the
Contederation of German Trade Unions.

toans, advances and other emoluments

At 31 December 2015, there were no loans or advances to
members of the Supervisory Board. Moreover, the members
of the supervisory Board received no payments or advan-
tages in 2015 of 2014 for services they provided individually,
in particular advisofy or agency services.
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DAX achieves positive annual result

despite considerable fluctuations

The 2015.5tock market year. was characterised by the
monetary palicy pursued by the central banks and by
geopolitical events, particularly in Ukraine and Syria. Ter-
rorist attacks by 1S in France also gave rise to a state of
emergency and created 3 meed of increasing uncertainty.
The sirong US dollar and the drop in commaodities prices
exacerbated the debt crisis in some emerging markets
and sent share prices south.

Nevertheless, Germany's leading index, the DAX, was
able to hold its own in this difficult internatignal environ-
ment. In the first few months of the year, the announce-
ment of monetary policy easing made by the Eurapean
Central Bank atlowed the DAX toclimb to one record level
after the other. 8y 10 April, the index had climbed from
9,806 points at the end of 2014 t0 12,374 points. The DAX
was more volatile in the second quarter untit the deval-
vation of the Chinese currency triggered a slump on the
international stock markets in August. The pronounced
uncertainty on the global markets continued to affect the
DAX. On 24 September, it fell toits year low of 9,427 paints -
meaning that it had lost almost one quarter of its value
compared with the high reached in April.

An ypward trend emerged again from mid-September
onwards befare coming ta an abrupt end in early December.
The European Central Bank opted not to comply entirely
with the high expectations of a further expansion of the
loose monetary policy, 2 move which proved to be a source
of neqative impetus for a while. Debates relating to refu-
gees and the Volkswagen scandal only served to increase
the feeling of uncertainty among investors. what is more,
the US Federal Reserve hiked its key interest rate for the
very first time in nine years on1s December 2015, Despite
all of these developments, the 2015 stock market year was
a positive one on the whole, not least due to a lack of in-
vestment alternatives: Germany’s leading index closed
trading on 30 December 2015 having gained 9.6 percent.

This means that the DAX outperformed all of Eurgpe’s
other major stack market indices, The MSCI Eyrope in-
dex only gained 2.2 percent, The FTSEurofirst 300 Index,
Landon, rose by 5.0 percent, with the D EURQ STOXX gain-
ing 8.0 percent, The CAC 40 Index, Paris, reached a similar
level to the DAX, climbing by 8.5 percent.
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Compared with the Eurapean markets, the US stock mar-
kets painted a disappointing picture: the S&P 500 Index
1ost 0.7 percent in a year-on-year comparison. The tech-
nology index NASDAQ (NASDAQ composite) achieved
better perfermance, fising by 5.7 percent. The emerging
economies were unable to keep up with these devel-
opments and lost substantial value: the MSCI Emerging
Markets index, for exampie, dipped by 17.0-percentin the
year under review.

performance of Linde shares

Despite the positive stack market environment, Linde
shares came under considerable pressure, especially in the
second half of 2015, They closed the year at EUR 133.90 0N
30 December 2015, down by 13.2 percent on the clasing
price for 2014 0f EUR.154.20. This.also pushed Linde stock
market value down to £ur 24.857 bn, Compared with mar-
ket capitalisation of Eur 28.625 bn at the end of 2014, this
equaies t¢ a drop of EUr 3.768 bn.

Linde shares initially made a very strong stari to
the new stack market year, touching on a year high of
EUR 192.85 0on 18 March. This also represented an all-time
high for Linde. The second quarter brought a volatile pe-
riod in which Linde shares were no longer able to keep
up with the German leading index. The downward trend
was exacerbated by the Chinese crisis, sending Linde
shares spiralling down to €UR 147.15 on 24 August 2015, Que
to the uncertainty on the global markets, this negative
trend continued, with Linde’s shares continuing to lose
value until 24 September 2015,

Positive newsflow signailed the start of a brief period
of recovery, atbeit amerely temporary one. On 30 Novem-
ber 201s, Linde was forced to adjust its targets for the re-
turn on capital employed (ROCE) and the Group operating
profit for 2017. The main reasons behind these adjustments
relate to a considerable change in the overall environment
compared with October 2014, when the original targets
were sel. First, the rates of growth inindustrial production
that are relevant to the industrial gases business contin-
uved to drop considerably across the globe. Second, state
price cuts for services in the US Healthcare business are
likely to be more prongunced than originally expected
in 2016 and 2017. In addition, the Engineering Division
will make less of a contribution to Group operating profit
than originally expected. This is primarily due to a fower
arder intake due to a general reluctance to invest among
customers, also due to what are likely to be low oil prices
in the medium term. By 14 December 2015, Linde shares
had fallen to the year fow of EUR 128.05.

This setback in Linde’s share price does not, however,
raise any doubt as to its fundamentally solid and stable
business model. This business model is characterised by
long-term contractual structures, a broad-based cusiomer
portfolio and a stable cash flow.

The restructuring programme, which was launched in
2014 and was largely concluded in 201s, as well as the
well-known HPO (High Perfarmance Organisation) concept
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designed to achieve sustainable productivity gains, are
creating a positive perception of Linde's focus on profits
on the capital market.

The capital market is increasingly evaluating respon-
sible behaviour in the corporate sector with investments
that take the principles of sustainable management into
account (Socially Respansible Investment, SRI). Linde is
represented in a number of SRI funds, indices and ranking
systems. Among others, Linde forms part of the global
Dow Jones Sustainability Index (D)S1 Warld), the FTSE-
a6oed Index Serie, the MSC1 Global Sustainability Index,
the Ethibe! Sustainability tndex (ESH and the STOXX Global
ESG Leaders Index.

The leading internatienal rating agencies Moody’s
and Standaid & Poor's award Linde a high credit rating.
In-December 2015, both agencies confirmed Linde’s good
credit rating of A+ and A2 respectively, with a stable out-
look. These ratings recognise the Group’s conservative
financial policy and its robust business model as well as
its good liguidity situation.

E7 C(APITAL MARKET-BASED FIGURES

During the financial year, linde was able to benefit repeat-
edty from these ratings and frem the good conditions in
the international capital markets for corporate bands. In
the fourth quarier of 2015, for example, Linde placed three
bonds worth a total of eur 230 m. The first bond, which has
aterm of five years and 3 fixed coupon of 0.634 percent, has
a valume of eur 50 m. The second private placement, which
has a term of 12 years and a fixed coupon of 1.652 percent,
has & volume of eur 80 m, The Eur 100 m bond has a term
of fifteen years and a fixed coupon of 1.9. The proceeds of
the issue were used to redeem a Eur 609 m bond which
fell due in December 2015.

In 2015, the eur 2.5 bn credit facility agreed in July 2013
was successfully extended by one year to 2020. The credit

facility originally ran for five years, with two options io

extend the facility, in each case by one year (subject to
the agreement of the lenders).

with the syndicated credit facility supplementing its
liquid funds, Linde had a solid general liquidity reserve
at the end of 2015.

2015 2074
Number of shares with dividend entitlement for the financial year o _units| 185,638,071 185,638,071
Year-end closing price B . _ fuR 13390 _1_54_._26
Year high o e . 193.85 15730
Year low EUR 128.05 13915
Total dividend of Linde AG for the financial year o o EUR m 60 o 585
Market capitalisation' L ‘A-:v _ .EU-Rin:r 24,857 i8,62.5
Average weekly volume__ _ o - T B M;, 2,510,266 72;2.67‘,30_8
volatility' (200 doys) ) T o _—;: 30.2 T 16.,2
Information per share
Cosh diidend e 145 115
widendyield o ® 6] 20
Operating cash flow o T fur 19.35 o 16.17
Earnings {reported EPS) T T [;»‘( 6.19 e 5.94

* As at ar December.
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1 LINDE SHARE: PRICE PERFORMANCE 20112015 COMPARED WITH INDICES
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+ As at Mazns.

Stable shareholder structure

in the annual shareholder identification survey, Linde iden-
tified the shareholders of around 7s percent (2014: argund
79 percent) of the outstanding shares on the balance sheet
date of 31 December 201s. These are solely institutional in-
vestoss. In the case of the sharehalders who have not been
identified, it is assumed that 7s percent of these shares too
can be allocated to institutional investors. On the basis of
this approach to the calculation, the proportion of private
invesiors who held shares in Linde at 31 December 2015
was around & percent (2014: 5 percent).
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The proportion of institutional investors from the US came
in at around 38 percent at the end of the reporting year, 35
in the previous year {2014: 38 percent). This means that US
investors continue to constitute the largest group of inves-
tors from a single country. The proportion of shares held
by European institutional investors fell slightiy to 57 per-
cent (2014: 58 percent). The proportion of shares held by
institytional investors in the Scandinavian countries also
fell ta 12 percent (2014: 13 percent). At 31 December 2015,
German institytional investors held 11 percent of Linde’s
shares (2014: 14 percent). The proportion of institutional
investors from the UK rose sfightly year-on-year to 16 pes-
cent (2014: 15 percent), as did the proportion of French
investors at 9 percent (2014: 7 percent), The proportion of
Asian inveslors remained constani in the 201s financial
year at 4 percent (2014: 4 percent). The proportion of inves-
10rs focusing on sustainability once again came to around
11 percent in the 201s financial year (2014: 11 percent).

In the past year, Linde has again succeeded in broad-
ening its investor base to include a number of investors
who take a long-term view. The Graup's business madel is
geared towards sustainable, profitable growth. Linde also
benefits from a stable financing structure and therefore
offers investors an attractive investment with the oppor-
tunity for long-term wealth creation.
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7 INSTHTUTIONAL INVESTOR A key focus of Linde's communications with the capital

HOLDINGS BY REGION 1IN %

markets is the strategic development of the Group. in
particular, the focus is on exploiting the Group’s strengths,
thereby enhancing the efficiency of the Group as a whale
even further. Linde alsp explained current business de-
velopments within the entire Group, as well s the impact
of exchange rates and the global economic climate, and
was able to canvince national and international investors
alike of the potential offered by its products, technolo-
gies and services.

Transparency, continuity and reliability wilt continue
to be the halimarks of Linde's IR work in 2016, 100. The
IR team will be drawing attention to the arguments that
still make an investment in Linde an atiractive option for

SA 38 (2014:38) | France 9(2014: 7 . . . .
Y (2014: 38) {2014:7) investors: its forward-loaking and robust business model
UK 16 (2014: 15) | Other 6(2014: 5) . . . . -
- - e T G T characterised by long contract periods, financing geared
Scandinavia 12 (2014:13) | Switzerland 4(2014: 4) ot
QAR EARTEID = VTS pwards the long term and an excelfent position in the
Germany 11 (2014: 14} | Asia 4(2014: 4) N -
fast-growing business sectofs.
All current information about Linde shares can be found
on the Group's website at wiww.rivos_coa in the investor Re-
Dividend payment lations section, If you have any questions of require informa-

Linde has adopted an earnings-based dividend policy
geared towards continuity. At the Annual General Meeting
on '3 May 2016, the Executive Board and Supervisory Board
will propase the payment of a dividend of eyr 3.45 per
share. This is an increase of 9.5 percent compared with
last year's dividend of eur 3.15. This gives a dividend pay-
out ratio of 55,7 percent (2014: 53.1 percent). The dividend
yield , based on the year-end closing price, was around
2.6 percent (2014: 2.0 percent).

Resolutions passed gt the Annual General
Meeting on 12 May 2015

The rematning 2007 conditionally authorised capital re-
solved by the Annual General Meeting held on s June 2007
in the amount of eur 4,842,237.441n accordance with Article
3.5 of the articles of association was cancelled in full. As
a result, Article 3.9 of the articles of association was de-
leted without substitution. The previous Arlicle 3.10 of the
articles of association became Article 3.9 of the articles
of association.

High level of investor relations (iR)
activities sustained
in the 201s financial year, Linde once again stepped up
its intensive communication with capital market partic-
ipants. More than 1,000 investor talks were held with
investors. At almost éo conferences and roadshows
around the world, several events for private investors
and in the course of plant visits on several continents,
Linde offered its shareholders and potential investors
the oppartunity to speak personally to representatives
of the Group, inciuding members of the Executive Board.
The Group also held an event for sell-side analysts. This
event, which has become a fixture in recent years, pravides
analysts with an opportunity for dialogue with members
of the Executive Board of Linde AG about new trends and
about the business performance and future of the Group.

40

tion, the IR team will be happy to help on +49.89.35757-1321.
You ¢an also direct your questions to Linde online by sending
an e-mail 10 INVESTORRFL ATIONS@LINDF.COM,

E 9 LINDE SHARE INFORMATION

Type of share Bearer shores

Stock exchanges _All German stock exchanges
ISIN DEQ0O6483001

CUSIP 648300

ers(xetra) __ _ . L. _ LING.DE

Bloomberg LIN GR

Security reference numbers

Reyters (xetra)
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The Linde Group

The Linde Group is 2 gases and engineering company with
glabal aperations. Its Corporale Centre is based in Munich,
Germany. Linde has around 64,500 employees and is rep-
resented in more than 100 couniries worldwide. It gen-
erated revenue of tUr 17.544 bn in the 2015 linancial year.
The Group comprises three divisions:

— Gases Division
— Engingering Division
— QOther Activities

Gases Division

The company cffers a wide range of compressed and lig-
velied gases as well as chemicals, and is the partner of
choice across a huge variety of indusiries. Linde gases are
used, far example, in the energy sectar, steel production,
chemical processing, environmental protection and weld-
ing, as well as in food processing, glass production and
electronics, The Group is also investing in the expansion
of its Healthcare business (medical gases, medical devices,
clinical care and related services) and is a leading global
player in the development of environmentally friendly
hydrogen technology.

42

industrial gases

Linde produces and markets the air gases oxygen, nitrogen
and argon which it makes in its own air separation plants
iseE crossany) as well as hydrogen, acetylene, carbon
monoxide, carbon dioxide, shielding gases for welding
applications, noble gases and high-purity specialty gases.
Linde gases are used across all the continents of the world
in almost altindustry sectors, in trade, and in science and
research. Linde also develops and markets systems and
plants for gases applicatians all oves the world in several
technological application centres. In addition, the Group
provides its customers with comprehensive support ser-
vices and technicat equipment. The tinde Industrial Gases
segment is the world’s largest supplier of welding and
safety products.

Medical gases
with its Healthcare segment, Linde is a global leader
in the supply of high-quality products and services for
the integrated tieatment of patients with respiratory
disorders. The portfolio comprises gaseous medication
and related medical products for patients and medical
stafl. Linde operates its healthcase business in more than
60 countries and all products and services meet high
safety, quality and efficacy slandards as stipulated by
the healthcare authorities.

Its products and services are used to diagnose and treat
a whole range of conditions. Linde Healthcare provides
medical gases, medical devices and clinical treatments for
use in anaesthesia and for the treatment of chronic obstruc-
tive pulmonary disease (COPD), sieep apnaea, pulmonary
hypertension jsee srossaryt and pain relief

Product areas
within the Gases Division, Linde allocates its activities to
the following product areas:

— On-site
— Healthcare
— Cylinder gases
— Liguefied gases

In the case of the on-site business, customers are gener-
ally supplied via an on-site production plani, while in the
other product areas gases are delivered to the customer
in gas cylinders or tankers,
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Operational management

On the organisational front, the Gases Division comprises
three segments: EMEA, Asia/Pacific and the Americas.
Respensibilities are allocated on the basis of a regional
structure. Within the three segments, Regional Business
units (RBUs) are responsible for the operating business.
This structure allows the Group to take account of the
great imporiance of local and regional market conditions
in the gases business.

In the course of developing its organisational medel,
Linde introduced a number of changes with effect from
15 January 2015:

The reportable segments are now the same as the op-
erating segments. One member of the Executive Board is
responsible far each of the aperating segments. In the
EMEA segment; the RBU Continental & Northern Europe
was divided into three new RBUs RBU Ceniral Europe, RBU
Northern Europe and RBU Southern Eurcpe. In the Asia/
Pacific segment, the Group expanded RBU Greater China
to include South Korea, an important market especially
for the electronic gases business. The new RBU is called
RBU £ast Asia. Ai the same time, RBU South & East Asia
was renamed RBU South Asia & ASEAN fse¢ 61ussARY[. The
three segments in the Gases Division now comprise nine
Regional Business Units.

tinde has also set up five Global Governance Centres
(GGCs) which are managed centrally and act on a Group-
wide basis: GGC Merchant & Packaged Gases {liquefied
gases and cylinder gas), GGC Electronics (electronic gases),
GG Healthcare, GGC Operations and GGC Deliver. These
units will, for example, establish best practice and ensure
that the process standards which have been defined are
implemented and continually enhanced acrass the Group.
The former Global Business Unit (GBU) Healthcare and the
Business Area (BA) Electronics have merged into the newly
created GGCs. The work of the former GBU Tonnage (on-site
business) has been assumed by the RBUs and in particu-
lar for the developmeni of new projects by a Group-wide
function entitled Gpportunity & Project Development (OPD),
which is designed to exploit investment-based business
opportunities even more effectively than before. Moreover,
Linde's purchasing activities have been bundled together
across the Group (Glebal Procurement),

The Corporate & Support Functions provide assis-
tance to the business units of the Group. SeF MANAGEMENT
ORGANISATION, PAGES 226 10 227
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Engineering Division

tinde’s Engineering Division is successful throughout the
world, with its focus on promising market segments such
as olefin plants ;s£e crossagyj, natural gas plants, air sep-
aration plants, and hydragen and synthesis gas plants. In
contrast to virtually atl competitors, the company can rely
on its own extensive pracess engineering know-how in the
planning, project development and construction of turnkey
industrial plants. Linde plants are used in a wide variely
of fields: in the petrochemical and chemical industries,
in refineries and fertiliser plants, to recover air gases, to
produce hydrogen and synthesis gases, to treat natural
gas and 1o produce noble gases. The Engineering Division
either supplies plants directly to the customer or to the
Gases Division, which operates the plants on.behalf of
the customer ynder a gases supply contract.

The Engineering Divisian is centrally managed and
assisted by the Corporate &Support Functiens. At Group
level, one of the members of the Executive Board is re-
spansible for the Engineering Division. s, MavaGeafiT
CURGANISATION, PAGES 226 T 227,
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Other Activities

Other Activities comprises the operations of logistics ser-
vices company Gist. Gist specialises in the distribution of
chilled food and beverages, and operates principally in
the United Kingdom and in treland.

ORGANISATION OF THE LINDE GROUP R

ihe Linde Group

Gases Division

EMLEA Asia/Pacilic Americas
- Global Governance
Centres
Merchant & Pack- The tive Global Governance Centres
aged Gases (Merchant & Packaged Gases, Electronics, Healtheare, . .
S . Engineering

operations and Deliver) are centrally managed and Division

£lectronics operale acioss the regions. These units widl, for example,

establish best practice and ensure Other Activities

that the process standards which have been
Healthcare defined are implemented and continually
enhanced across the Group.

Operations

Deliver

Opportunity 8 Project Oevelopment

Carporate & Support Functions

Corporgte manggement

The Executive Board is international in composition and
is responsible for the management of the company. Each
operational member of the Executive Board is responsible
for one segment. SE€ MANAGEMENT URGANISATION, PAGES 226
1o 227. By reflecting the operating modei in the allocation
of responsibilities to individual members of the Executive
Board, the Group ensures that the individual strengths and
skills of the Executive Board members are used effectively
at both regional and product level.

44

20.11.2020 kI 01:44 Brgnngysundregistrene Side 75 av 272



= Bronneysundregistrene

Arsregnskap regnskapsaret 2015 for 976647602

LINDE FINANCIAL REPORT 2015

VALUE-BASED
MANAGEMENT OF
THE LINDE GROUP

BUSINESS MODEL OF <42

THE LINDE GROUP
VALUE-BASED MANAGEMENT
OF THE LINDE GROUP
TARGETS AND STRATEGY

OF THE LINDE GROUP

45

a7

Core financial performance indicators

One of the key elements of Linde’s carporate strategy is
the pursuit of sustainable earnings-based growth, with
the aim of achieving a steady increase in corporate value.
To measure the medium-term and long-term financial sue-
cess of this value-based management strategy, the Group
uses the following core performance indicators:

— Group revenue and the revenue of the Gases Division
and the Engineering Division,

— Group aperating profit (Earnings Before Interest, Tax,
Depreciation and Amortisation, EBITDA) and the op-
erating profit of the Gases Division and the Engineer-
ing Division,

— Group aperating margin and the operating margin for
the Engineering Division and for the segments EMEA,
Asia/Pacific and Americas and

- return on capital employed (ROCE) for the Group.

These performance indicators are submitted on a reqular
basis 1o the entire Executive Board and are used for inter-
nal management purposes. The variable remuneration of
the Executive Board is also based on these performance
INdicators, e REMUNERATION REPURT, PAGES 22 10 36

Other financial and non-financiol indicators
To manage its operating business and represent its per-
formance, Linde alsc uses other indicators such as E8IT
{Earnings Before Interest and Tax, see 6L0ssAry), free
cash flow before financing activities (operating free cash
flow) and segment-specilic performance indicatars such
as order intake in the Engineering Division. Order intake
is a key indicator of future business performance in the
plant construction business, which is geared towards the
tong term. Another financial indicator used is earnings
per share (EPS). Since this figure is based on posi-tax
earnings, it also takes account of financing and fiscal
compenents.

The calculations of operating free cash flow and of
earnings per share are given on PAGES 67 Anp 145 of this
financial report.
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other non-financial indicators include the number of
serious transport incidents [sef crossaky), the number
of work-related accidents, CO,emissions, and water and
energy consumption. Fusther information on these figures
is given on pagss 34 10 90 of this financial repart.
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Calculation of the core financiol
performance indicators
The core performance indicator ROCE is calculated as EBIT
adjusted for non-recurring items divided by capital em-
ployed. In the 2015 financial year, ROCE calculated in this
way was 9.4 percent (2014: 9.5 percent).

The calculation of RQOCE for The Linde Group can be
summatised as follows:

DEFINIION OF ROCE

RETURN
EBIT
(including share of prafit arloss from associates and joint
ventures)
A

Non-recurring items

/

CAPITAL EMPLOYED'

R |

+

{ Financial debt ‘

+

i Liabilities from finance l2ases ‘

+

I Net pension obligations J

I Cash & cash equivalents and sequrities ‘

I Receivables from finance leases l

+ Calculated as the average of the liguies as a1 3y December of the current
year and 31 December of 1he prior year.

Group operating profit (EBITDA) is calculated by adjusting
Group EBIT for non-recurring items and for the amortisation
of intangible assets and depreciation of tangible assets.
The amortisation of intangible assets and depreciation
of tangible assets are included in functional costs. This
information is disclosed in the segment infarmation on
PAGES 124 10 125.

The operating margin is derived from two of the per-
formance indicators (revenue and operating profit).

EBIT is calculated as Group revenue less cost of sales
and other funclional costs (marketing and selling expenses,
research and development costs, administration expenses)
less other operating expenses. In addition, the figure in-
cludes ather pperating income and the share of profit or loss

46

from associates and joint ventures. sIf FAgIE 12, PAGT 56
EBIT is also adjusted for non-recurring items. Non-recur-
ring items are items which, due to theis nature, frequency
and/or extent, are likely to have an adverse impact en
how accuraiely the key financial figures reflect the sus-
tainability of the earning capacity of The Linde Group in
the capital market. .

During the reporting period, non-recurring items re-
lated 1o restructuring costs.

A reconciliation between the reported performance
indicators and the performange indicators atter adjusting
for non-recurcing items is given in NuTF [4n) OF THF NUTES
1@ THE GROUP FINANCIAL STATEMENTS.
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A world leader
Linde has set itself the target of becoming the leading
integrated gases and engineering company in the wortd.
This means becoming the leading company not only in
terms of its key financial figures, such as revenue and
operating profit, but also in terms of its repytation in
the market and with customers and all other stakehold-
ers. Linde sees its role a5 providing its customers with
high-quality products and services and offering sustain-
able value added, as well as serving those customers
in the best way possible. in order ta achieve this, itis
constantly enhancing its proximity te customers, also by
opening Application Centres. Linde also aims to create a
unique selling point by offering innovative products and
services, as well as shawing in-depth knowledge of the
customer's industry. Linde's growth is based on inngva-
tions that serve customers and help to boost productivity
on the customer’s side.

linde is committed to behaving respansibly towards
people and the environment and to conserving natural
resources. Safe, stable processes and exemplary conduct
form the basis for this growth, The Group complies thereby
with its foundational principle of sustainability, one of
four principles underlying the Linde Spirit. The Linde Spirit
defines the values of the Group. More information about
this ¢an be found at wiww. 1 1NGF COM/UNDESPIRIT.

Sustainable, earnings-based growth

The strategy of the Group is geared towards sustaina-
ble, earnings-based growth. Using its integrated business
model as a base, Linde is always working to achieve im-
provements in the Group's performance and focusing on the
expansion of the Group’s business aclivities. The resilience
of the integrated business model has been proven in the
past and offers numerous opportunities that the Company
will continue to exploit in the future, too.

The company wants to continue to strengthen its core
business and to 1ake best advantage of the synergies
beiween its engineering business and gases business.
The Group is committed to further expanding its strong
customer focus and cooperating closely with its customers
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on a long-term basis, developing innovative gases applica-
tions which are tailor-made far its customers’ requirements
and offer customners added value.

Linde is also keen to benefit disproporticnately from
the following growth areas: the enviranment and health.
Another of the Group's objectives is to explait the excel-
Jent apporiunities presented by the growth regions inthe
most effective way possible.

Especially in China, Linde has a leading market position.
The Group became invoived here at an early stage, install-
ing technologies which were relevant to those markets,
thus gaining a competitive advantage. Linde intends to
exploit these advantages and to stabilise and expand its
revenue over the coming years.

The company’s facus is on the development and commis-

- sioning of systems that aTe charactesised by a competitive
cost structure, high levels of energy efficiency and low
maintenance expenses. This further improves competi-
tiveness in the an-site business. In order to achieve this,
Linde invests, first and foremost, in particularly promising
projects in this product area.

In the promising market for energy and environmental
technologies, Linde is continuing to expand its product
portfolio. The range compiises processes and technologies
required along the entire length of the value chain of
renewable and fossil fuels: from production via conver-
sion, transpost and storage to their most efficient use. The
Group has also focused its research funds on the continuing
development of this promising market.

with its broad range of skills in the plant construction
business, the Group is also well equipped to deal with
the growing importance of liquefied natural gas (LNG).

Inthe field of liquefied gases, Linde plans to make even
better use of its existing siructures within the geograph-
ical market presences, the aim being to further increase
market penetration and to offer customers applications
and services that are truly unique.

Moreover, Linde is a pioneer in the development of hy-
drogen technology and is continuing to drive forward the
establishment of a hydrogen filling station infrastructure.
The Group is also working on exploiting growing market
potential for its technical skills in the field of power-to-
gas. Examples of this are processes designed to convert
energy from renewable sources into gas, such as hydrogen,
so that it ¢an be stored more easily.

with wellin excess of ane million healthcare customers
worldwide, Linde is a leading gases companies in this field.
Lindeis leveraging the international platform Lo expand its
respiratory therapies and dinical care servicesin a targeted
manner. The Group has defined its strategy in the Healthcare
segment as tapping into synergy effects, making further
improvements (o its sales and cost structures, increasing
the patient density in existing markeis and successfully
launching new services such as telehealth services.

Another element of Linde’s strateqy is to ensure that
it benefits from long-term growth drivers in the global
healthcare sector, The market is characterised by a growing,
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ageing population, anincrease in chronic diseases suchas
asthma and COPD (chronic obstructive pulmonary disease),
and a greater emphasis on patient care in settings other
than hospitals. Rising prasperity especially in Asia is also
generating ever-growing demand for healthcare.

High Performance Organisation

Linde continues to refine its processes on the basis of
its HPO (High Performance Qrganisation) programme, a
helistic concept designed to achieve sustainable effi-
ciency gains.

The Group began to apply this programme in 2008
and is continuing lo implement the measures defined
therein. These activities are linked to measurable targets.
Linde is seeking to achieve reductions in gross costs of

EUR 750 M 10°EUR 900 Min the four-year period from 2013

to 2016. The Group sees potential above all in the supply
chain for the ¢ylinder gas and liquefied gases business
as well as in the areas af procurement and I7. Linde in-
tends to fusther develop the organisation of procurement
in order to continue to achieve a lasting positive impact
an costs and cash flow in future, and laid a key founda-
tion stane in this respect in the year under review with
a global pracurement organisation. The focus is on both
the spending and the process side of things. In addition
1o making structurat changes, the Group will alse continue
to work on optimising its supplier portfolio and praduct
range in order to reduce costs. The aim of these projects
is to implement the structures which will ensure that
pracedures continye to be effective in future. Important
factors in this context are cooperation across functional
and organisational boundaries, standardisation and opti-
mised processes. Moreover, Linde is implementing pricing
initiatives to counteract rising costs in the volatile markets
for energy and raw materials.

48

Sustainability

Sustainability is a vital component of Linde’s strategy. The
Group combines long-term economic added value with eco-
logical and social responsibility. Linde wants to apply the
fundamental principle of sustainability to an even greater
extent 1o drive its business operations. The Group is con-
stantly analysing how its praducts heip its customers de-
velop more sustainable processes: e.g. through increased
energy efficiency or reduced emissions. The Executive
8oard of Linde AG decides on the key themes relating to
sustainable development. in 2015, those decisions included
setting a new climate protection target and more detailed
targets for the proportion of women in management po-
sitions. Experts from within the Group advise on strategic
activities of sustainability and prepare dedision papers
for the Executive Board. These experts include the heads
of the following Corporate & Support functions: Corporate
Communications & Investor Relations, Group Human Re-
squrces, Group Legal & Campliance, Corparate Internal Audit
and SHEQ (ske Grossagy). Linde is continuously evaluating
subjects relevant to the sustainable development of the
Group, based on an ongoing analysis of the requirements
of external stakeholders and the findings of workshops
involving in-house experts on particular topics and strat-
egies. The process also incorporates information about
environmental and social risks obtained from Group risk
management. Based on this materiality analysis, Linde de-
tines its priorities for sustainability measures. The Group
maintains regular contact in a variety of ways with its main
stakeholders. These include Linde employees, shareholders,
customers, suppliers, non-ggvernmental organisations, pol-
iticians, the scientific and research community, neighbours
and the general public. Linde is aiso involved in trade as-
sociations and scientific collabarations with specialist and
sustainability networks. One of the sustainability networks
it supports is the UN Global Compact.
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Mediuvm-term targets

Linde will continue to pursue a corporate strateqy of sus-
tainable earnings-based growth and has set itself meas-
urable targets within this context: For the 2017 financial
year, Linde has set itself the target, depending on eco-
nomic developments and based on the exchange rates that
applied in November 2015, of achieving Group operating
profit of between eur 4.2 bn and ur 4.5 bn and a retuin on
capital employed (ROCE) in the range of between ¢ per-
cent and 10 percent.

Originally, the Group had aimed to achieve Group op-
erating profit of between eyr 4.5 bn and eur 4.7 bn and a
teturn on capital employed (ROCE) in the range of between
11 pescent and 12 percentin the 2017 financial year. Linde ad-
justed these targetsin the fourth quarter. The main reasons
behind the adjustments relate to a considerable change in
the averall environment compared with October 2014, when
the ariginal targets were set. First, the rates of growthinin-
dustrial production that are relevant to the industrial gases
business continued to drop considerably across the globe.
secand, state price cuts for services in the US Healthcare
business are likely to be more pronounced than expecied
in 2016 and 2017. In addition, the Engineering Division will
make less of a contribution to Group operating profit than
originally expected. This is mainty due to the lower order
intake due to investment restraint among cUstomers as 3
result of the current low oil prices.

Linde has also setitself a number of further targets.
These targets focus in particular on further improvements
in the area of safety and enviranmental protection and
in the area of personnel development. Prigrities are pro-
duction-related safety and transport safety, increasing
energy efficiency and reducing emissions, and diversity
in the workforce.

Linde has already exceeded the original target it had
set itself of improving the average energy intensity of
the Group's air separation plants by s percentby 2017. The
benchmark was the giobal average efficiency of the air
separation plants operating at the design plant load. The
reference year was 2008. In the reporting year, tinde has
alsoreached its target of improving the energy efficiency
of its HyCO plants fse¢ Grossarry by 2 percent by the end
of 2015 compared with the reference year of 2009, Linde
setitself a new climate protection target in 2015: By 2020,
Linde is seeking to avoid a total of s million tonnes of (Q,
emissions compared with the year 2009 in its air separa-
tion plants and HyCO plants. Measures contributing to this
target include technica! improvements in plant design and
more efficient production processes. As a safety-conscious
company, Ltinde wants to cantinuously reduce the rate of
workplace accidents around the world resulting in at least
one lost warking day per million hours worked by 2020 in
comparison with the base year 2012.

In 2015, 3s part of its global safety initiative, Linde re-
viewed its performance indicators and targets. The Group’s
target for transport safety has been to halve the number of
serious transport incidents per miltion kilometres travelled
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by the end of 2017 compared with 2012, In future, incidents
previously classified as non-preventable will be included
in a new target. The Group is planning to communicate
the new target in the 2036 Financial Report at the latest.
Information about the targets is also given under ssFfry
AND ENVIRONMENT ON PAGES 8410 90,

on the personnel front, Linde had set itseli the target
in 2011 of increasing the proportion of women in senior
management positians 1o between 13 and 15 percent by
2018. In 2015, the Group extended this target: New tar-
gets have been set for the proportion of women on the
Supervisory Board and Executive Board as well as in the
first and second tiers of management below the Executive
Board. You ¢an find further information on these targets
under (PRPORATE GOVERNANCE DECLARATIUN AND (ORPORATE .
GOVERNANCE REFORT UN PAGES 16, |7 AND 16 AND UNDER £4-
PLOYFFS AMD SOCIETY ON PAGES 77 10 2J.
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E 10 GROSS DOMESIIC PRODUCT (GDP) IN REAL TERMS'

% Growth

% Weighling’ 2011 2012 2013 2014 2015

EMEA ~ 294 26 os|_ o9l _ 16 L5
_Eyrozone . o._os7fas| o8| -03f 09 18
_Gemany a8 37L 06| 04l _ 16 1.5
Asia/Pacific . %4| 70p 89| 59 5.9 5.5
China o LA XY v R A B 6.9
AMETiCas L _..335 24y 23 wel a2l 1.5
usA i o omal el 22| sl 24 2.4
WORLD 100.0 3.3 2.5 2.4 2.7 2.5

* Source: Oxford Economics. The prior-year tigures have been adjusted on the basis of the latest available data {as al 14 January 2016). The regianal growth rates
are anly based on countries in which Linde operates, tnformation on individual countvies and the world corresponds to the dala from Oxlord Ecanomics,
* Weighling is based on GDP 2015,

E 1! INDUSTRIAL PRODUCTION (iP)'

% Growth

2017 2612 2013 2014 2015

EMEA el 3apc0s) o -03f 13 1.0
Eurozone 23y =31 -09 b6 0.7
Germany o . a4y 04l Q1 s 0.7
Aswfpacific . %} _ T4 % _ 5 4.2
Chime . _..Jesp B2 .73 5.9
Americas - = | R A -_ 1.8 . 2.7 -
_usa 30 28 19 _ 37 13
WORLD 4.3 2.4 2.3 3.3 1.8

* Source: Oxford Ecenomics. The prior-year ligures have been adjusted cn the basis ¢f the lates| available data (as at 14 January 2016). The segional growth rates
are only based on couniries in which Linde aperates, Informalion on individual countiies and Ihe world cosresponds 10 the data from Oxford Ecanomics.
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Global econamic trends
Linde operates in more than 100 countries worldwide and
offers its customers a diverse portfolio of products and
services. Macroeconomic trends and economic conditions
in the various regions therefore both have a significant
influence on the Group's business situation. o put the busi-
ness performance of Linde into perspective, asummary is
given below of the economic trends in 2015. '
Based on data from Oxford Economics, global eco-
namic growth emerged weaker in 201s than in 2014. In
a global economy characterised by macroeconoemic and
geopolitical uncertainty, global real gross demestic prod-
uct {GDP) rose by 2.5 percent, 2 slightly lower rate than
in 2014 (2.7 percent). Global industrial production (IP),
an important indicatos for Linde’s business, increased
by 1.8 percent only, compared to 3.3 percent in2014. In
fact, the global economy has grown more sfowly than had
been expected at the beginning of 2015, when economists
were still forecasting a GDP and 1P growth of 2.9 percent
each. in the course of the past year, the world economy
was adversely affected by significant slowdown among
emerging markets, decline of commodity prices and its
subsequent effect on the capital expenditure cuts in the
mining industry in numergus countries. Continued geo-
patitical tensions and local trouble spots again hampered
economic growth and recoveries in many countries. As a
consequence of heightened uncertainty, currencies and
financial markets showed high volatility in 2015,

EMEA (Eurape, Middle East and Africa)
The economy in the EMEA region as a whole saw a growth
rate’of 1.5 percent in 2015 (2014: 1.6 percent). Industrial
production grew by 1.0 percent, but decelerated compared
10 2014 (1.3 percent). Whereas the actual GDP growth
meets the forecast precisely, industrial production was
lower than had originally been forecast at the beginning
of 2015. Similar to the previous year, there were substan-
tial variations in economic trends in the various EMEA
sub-regions. In Western Europe, the positive trend contin-
ued with a GDP increase of 1.7 percent {2014: 1.3 percent).
QOut of the major economies in Western Europe, Germany,
spain, and the UK saw relatively robust trends. In Germany,
GOP rose by 1.5 percent in 2015, which was close to its
rate of 2014 (1.6 percent). The UK achieved growth of
2.2 percent (2044: 2.9 percent). Spain showed particularly
strong growth to the tune of 3.2 percent, compared with
GOP growth of only 1.4 percent in the previous year. Af-
ter years of recession in Italy and stagnation in Portugal,
both countries also achieved moderate growth in 201s.
France achieved a higher increase in GOP as well with a
growth rate of 1.1 percent compared to 0.2 percentin 2014,
In Eastern Europe, the economy weakened in 2015,
driven by the large economic output slumps in Russia and
Ukraine, GDP in Eastern Europe shrunk by 0.6 percentin
2015 compared to an increase of 1.3 percentin 2014. Indus-
trial production in Eastern Europe decreased by 0.6 percent
{2014: 2.7 percent). The positive economic development
in Poland, Hungary, the Czech Republic, Romania and

51

Turkey could not compensate for the negative develop-
ment especially in Russia (-3.8 percent), but also in Ukraine
{-11.0 percent) and Belarus {-3.2 percent).

in the Midd!e East, economic growth remained sirong
in 2015: GOP rose by 3. percent compared to 4.0 percent
in 2014. R

In the African economies, positive trends continued
but dampened campared to the previous year. GOP of
those African countries where Linde is present rose by
2.7 pescent (2014: 4.2 percent). GOP in South Africa grew
by 1.4 percent in 2015, slightly below the rate in 24, In-
dustrial production on the other hand increased slightly
by 0.3 percent only (2014: 0.1 percent).

Asia/Pacific i

The most favourable economic trends in 2015 were ance
again to be seenin the Asia/Pacific region. Here, GDP rase
by 5.5 percent (2014: 5.9 percent} and industrial production
by 4.2 percent (2014: 5.1 percent).

Chinareported slightly slower growth and announced
GDP growth of 6.9 percent {2014: 7.3 percent), while indus-
trial production expanded by 5.9 percent {2014: 7.3 percent).
Both figures are slightly below the forecast. The indian
economy has made a remarkable turnaround since mid-
2013: GDP growth reached 7.4 percent in 2015 compared
{0 7.1 percent in 2014. In South & East Asia, GDP was up
5.7 pefcent in 2015, simitar to what was achieved in 2014
{ 5.6 percent). Indusurial production rose by 4.0 percent
(2014: 2.9 percent).

In Australia, the economic situation did not change
significantly in 2015, The global drop in commodities prices
resulted in a continued reluctance to invest: while GDP
still increased by 2.4 percent (2014: 2.6 percent), industrial
preduction rose by 2. percent onty, which is much lower
than in 2014 (2014; 4.6 percent). This increase was driven
by the positive development in mining, while manufac-
turing activity has again declined in 2015.
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Americas

GDP growth in the Americas region reached 1.5 pefcent,
well below the rate in 2014 (2.1 percent). This was mainly
driven by the recession in Brazil. The economic develop-
ment in the US was again relatively robust in 2015. GDP
increased by 2.4 percent in 2015 (2014: 2.4 percent). How-
aver, industrial preduction growth has disappointed. At
only 1.3 percent, the rate was down considerably on the
prior-year value of 3.7 percent and on early 2015 forecast
of 3.2 percent, largely due to the strong US dollar and the
decline in investments in the oil industry.

In South America, on the other hand, the economic
envirgnment deteriorated in the wake of the recession
in Brazil: GDP in the regicn decreased by 2.0 percent
and industrial production fell by 4.8 percent, warsening

- the trends from 2014 (GDP: 0.6 percent, IP: -2.2 percent).
GDP in Brazil, the biggest economy of the region, fell by
3.7 percent in 2015 after coming in at + 0.1 percent in 2014.
Meanwhile, industrial praduction in Brazil experienced
an even deeper shock decreasing by 7.8 percent (2014
-2.9 percent).

The economic overview presented here for GOP and
industrial productionis based on the dataset from Oxford
Economics a5 of 14 January 2016.
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Gases industry

- Theglabat gases market reported siightly slower growth
in the 2015 financial year than in the previous year. De-
mand varied from region to region and from industrial
sector to industrial sector. The competitive situation was
characterised by ongoing consolidation, particularly by
the planned takeover of Airgas by Air Liquide in the US.

North America, Furope and Asia temain the [argest sales
markets for industrial gases. The fastest rate of growth in
2015 wWas Once more in Asia.

The glcbal steel industry is still suffering from ex-
cess capacity as a direct consequence of the slowdown
in glabal economic growth, In Ching, which is by far the
world’s biggest steel producer, there is still significant
excess capacity. Decisions to close individual steetworks
were unable to tnfluence this situation to any consider-
able degree. According lo information released by the
World Steel Association, global steel production fell by
2.5 percent in 2015 (China: 2.3 percent). Steel production
was an a particularly pronounced downward trend in the
Us, with a comparatively small decline in the European
Union. In the rest of Europe, on the other hand, the drop
was more pranounced.

Developments in the chemical and energy sector {oil
and gas) weve also characterised by considerable chal-
lenges. The very low oil and gas prices and resulting un-
certainty translated into a marked drop in new investment
projects. In the long term, however, investment activity
is expected o bounce back due to the ongoing rise in
the demand for fossil resources. Investment activity in
the petrochemical industry also showed relatively weak
development last year on the back of volatile commad-
ities prices and lower demand growth. The competitive
standing of the European petrochemical industry, however,
recovered considerably vis-a-vis North America last year
due to the drop in commodities prices.

The overall conditions for refineries improved slightly
in 2015. Margins increased slightly in an environment of
low commodities prices in general - particularly in North
America. Market participants were hesitant to embark on
new investments due to existing excess capacity and the
mood of uncertainty.

The manufacturing industry showed subdued de-
velopment across the board in the 2015 financial year.
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New technologies such as additive production processes
(e.q. laser welding) could, however, provide new impetus
for the demand for industrial gases in the long term. The
construction industry continued to show stable growth
worldwide last year, although growth on the large Chi-
nese marketl was slightly slower than in previous years.

In the glass industry, on the ather hand, the demand
for applications that help to reduce energy consumption
angd avoid emissions continues to rise. This trend contin-
yed in 2015.

The electronics industry once again showed dynamic
development in 2015, Ongoing improvements to produc-
tion processes in semiconductor manufacturing continue
to boost the demand for high-purity gases. The demand

for mitrochips used in mobile end devites, however, is .
“growing at a slower rate, because the sale of smartphones

is now only rising very slightly. At the same time, {fewer
#(s and tablets are being sold. New fields of application
relating to digitalisation, 5D storage media and auto-
motive etectronics should, however, continue to supply
positive impetus in the future.

The environment for LEDS {sE€ ai0354RY] continues 10
improve. The market is benefiting from growing public
awareness of lighting applications which are environ-
mentally friendly and energy-efficient.

The performance of the food and beverage industry
was once again relatively steady in 2015. This development
is being driven by the ongoing trend towards healthier
eating, higher consumption of meat protein and more pro-
cessed foods. At the same time, demand {or convenience
[SEE GiossAryf products continues to rise.

The global healthcare market was very stable again
in 2015. Long-term growth drivers remain the onqoing
population growth and popuiation ageing, the ingresse
in chronic conditions such as asthma o+ COPD (chronic
obstructive pulmonary disease) and the general trend
towards greater prevention and more intensive patient
care, also outside of a hospital environment, This is, how-
ever, combined with moves to step up savings drives in
healthcare systems and greater requlatian, which is put-
ting more pressure on Costs.
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Piant construction

the market environment in the international large-scale
engineering business was characterised by high levels of
volatility and more intense competition in 2015, not least
due to the low oil and natural gas prices. Investments
and, as a result, the market volume fell considerably in a
year-on-year comparison. Political instability in the Middle
tast and North Alrica, as well as weak growth rates in
up-and-coming markets such as India and China further
intensified this trend.

Air separation plants

£xcess capacity in the global steel industey and the low oil
prices, which pose a challenge to the industry in general,
resulted in lower demand for new air separation plants.

_ - - This clearly exacerbated the competitive and cost pressure ™

in2015. By contrast, Linde was able to secure a significant
share of the air separation projects still available on the
market, e.g. in the US and india.

Olefin plants

The market for olefin plants was also marked by a gen-
eral reluctance 1o invest in 2015. Oue to the combination
of low oil prices, lower growth on consumer markets and
considerable new capacities for polyolefins already un-
der construction, investors across the globe postponed,
shelved or reassessed their projects. This did not affect
ongoaing projects in 2015,

Natural gas plants

Due to the tow prices of oil, natural gas and LNG, the oil
and gases industry slashed its investment level drasti-
cally in 2015 and postponed a large number of invest-
ment decisions. Nevertheless, Linde was able to secure
a large-scale milestone project in 2015 with the contract
for a gas processing plant in eastern Russia.

Hydrogen and synthesis gas plants

The weaker Chinese economy, coupled with low energy
costs, meant that the petrochemical industey was more
reluctant to invest in 2015. A large number of gasifica-
tion projects were postponed. This had an impact on
Linde’s acid gas removal activities (Rectisol technology)
and prapane dehydrogenation (POH) projects. In Russia,
too, investments could only be made in refineries to a
limited degree due to the low oil prices.
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Global economic growth slowed in the course of the year,
lagging behind expectations yet again. Particularly in
the emerging markets andin some up-and-coming econ-
omies, econemic momentum was nol as strong as had
been predicted. The constant drop in oif prices resulted
in faltering demand, which hit new projects in the plant
construction sector particularly hard.

In this challenging environment, Linde nevertheless
managed to remain relatively stabie in respect of its earn-
ings power. The Group reaped the benefits of positive
exchange rate effects and achieved growth in beth Group
revenue and operating profit.

Revenue, operating profit and ROCE

Linde achieved a 5.3 percentincrease in Group revenue in
the 2015 financial year 10 Eur 17.944 bn (2014: EUR 17.047 bn).
Positive exchange rate effects had an impact here. In
particular, the exchange rates of certain currencies (the
US dollar, the British pound and the Chinese renminbi}
to the euro moved significantly, especially in the first six
months of the year. This created positive exchange rate
effects arising on the translation of various local curren-
cies into the reporting currency (the euro}. After adjusting
for exchange rate effects, Group revenue was 2.3 percent
below the figure for the prior year.

As far as Group operating peofit is concerned, Linde
achieved a value that was up by 5.4 in a year-on-year
comparison to EUR 4.131 bn (2034: EUR 3.920 bn). Exchange
rate effects also need to be taken into consideration here.
If an adjustment were to be made for these effects, the
Group operating profit would have dropped by 2.4 percent.

The Group aperating margin in 2015 was 23.0 percent
(2014: 23.0 percent).

Return on capital employed (ROCE) after adjusting for
noN-recurting items was 9.4 percent in 2015 (2014: 9.5 per-
cent). ROCE is calculated as EBIT adjusted for non-recurting
items divided by average capital employed. when looking
at the ROCE development, it is important to bear in mind
that the average capital employed rose considerabiy due
to exchange rate effects. The capital employed s derived
from theitems in the statement of financial position, which
are converted using the exchange rates on balance sheet
date. The exchange rate of the euro as at 31 December 2015
had fallen considerably against most local currencies as
against 31 December 2014. This deveiopment resulted in
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anincrease in capital employed due 1o exchange rate
effects and, as a result, to 3 lower ROCE despite the im-
proved income figure.

Results of operations

The income statement prepared using the cost of sales
method shows that The Linde Group made a gross profit of
EUR &.369 bnin the 2015 financial year (2015: EUR 5.750 bn)
after deducting cost of sales. This produces a gross mar-
gin of 35.5 percent (2014: 33.7 percent). The cost of sales
increased at a slower rate during the reporting period
than revenue, rising by 2.5 percent to Eur 1.575 bn (2014:
£EuR 11.297 bn). It should be noted here that the figure for
the prior-year period was adversely affected by impair-
ment losses recognised. .

Resiruclu}ing costs of cur 192 m were recognised in
functional costs in the year under review. These costs
relate to structural and organisational measures being
taken to enhance the efficiency of the Group as part of
the Customer Focus initiative and have been classified
as a non-recurring item. In 2014, restructusing €osts and
impairment losses totalling euk 295 m were recognised as
3 Non-recurring item.

EBIT in the 2015 financial year came to Eur 2.043 bn,
which was higher than the figure for the previous year
of EuR 1.885 bn. after adjusting for non-recutring items,
Linde reported EBIT of FuR 2.235 bn as at 31 December 2015
(2014: EUR 2180 bN)

The financial result (financial income tess financial ex-
penses) in 2015 was a net loss of EUr 397 m (2014: net loss of
€ur 365 m). This change is largely due to valuation effects.

This means that Linde achieved earnings before taxin
the 2015 financial year of EUR (.646 bn (2014: EUR 1.520 bn).

The income tax expense was EUR 394 M (2014; EUR 358 M).
This produces an income tax rate of 23.9 percent (2014;
23.6 percent). Linde’s profit for the year (after deduct-
ing the tax expense) was Eur 1.252 bn (2012; ur 1162 bn).

After adjusting for non-controlling interests, profit
for the year attributable to Linde AG shareholders was
FUR 1.149 bn (2014: EUR 1.102 bn). This gives earnings per
share for the 2015 financial year of EUR 6.19 {2014: EUR 5.94).
Earnings per share before non-recurring items was euR 6.91
{2014: EUR 7.13).

N.B.; The reconciliation of the key financial figures be-.

fore non-recurring items is given in norr (40 of the Notas
to the Group financial statements.
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W1 GROUP REVENUE AND GROUP OPERATING PROFIT

infURm Group revenue in EUR m Group operating profit
(12 U VR I . B _ -
15,833
15,000 BN, . A _ N - P
A (. _ 3,966 3,920 p
2500 o 0 WM. O B-  _B— — . 3750 . 3,686 .
10,000 ¥ o 3000 3_'2"? _
2500 N - B R 2 p- - - -
5,006 L I i i i
2o MR R B K- P - .
o ) 2 . - .
T T2 —zm; #2014‘- _:*or.s" T T 2012 2013 2014 2005
£12 RESULTS OF OPERATIONS OF THE LINDE GROUP
2615 2014
infiRm in pereent in EUR m in percent
Revenue e 17,944 1000 17,047 1000
Costofsales L 11,575 6451 11,297 663
GROSS PROFIT ON REVENUE 6,369 355 5,750 337
Marketing and selling expenses . 2,71 15.1 24760 A4S
Researchand developmenicosts 132 v.7 Jos 06
A_d_mimsuarionexpenses_vﬁ . e 1,664 93 1,488 8.7
Other operatingincome e 421 23 486 29
Other operating expenses L . 252 1.4 o303 1.8
share of profit or inss from associates and joint ventures {at equity) 12 0.1 i 0.1
EBIT 2,043 11.4 1,885 1.1
Financia! result e -397 _ =365
PROFIT BEFORE TAX 1,646 1,520
Income tax expense e 394 239 _358) 236
PROFIT FOR THE YEAR 1,252 1,162
__attributable to Linde AG shareholders R 1,149 1,102
attributable to non-controlling interests 103 60
E 13 REVENUE AND OPERATING PROFIT BY DIVISION
2015 2014
Operating Operating
in EURm Revenue profit Revenue piofit
Gases Division o o 15,168 4,151 13,9824 3,835
Engineering Division T 2,594 216 3,106 __;_300
Other Activities {including consolidation) s 182 -236 L _—215
GROUP 17,944 4,131 17,047 3,920
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GASES DIVISION

In the Gases Division, Linde generated revenue in the
2015 financial year of eur 15,168 bn, an increase of 8.5 per-
cent when compared with the figure for the prior year

Operating profitin the Gases Division rose by 8.2 percentin
the period under review to EUR 4,151 bn (2014: EUR 3.835 bn).
The operating margin remained stable at 27.4 percent (2014
27.4 percent).

Capital expenditure in the Gases Division in the 2015
financial year was EUR 1.881 bn (2014: EUR 1.890 bn). Most
of this investment was in large-scale projects in the on-
site and liquefied gases pmducl'aleas.

varying business trends were 1o be seen in the in-
dividual segments in the Gases Division, depending on
prevailing economic conditions.

E 14 GASES DIVISION

in EUR o 2015 2014
period (2014: Eur 13.982 bn). On a comparable basis, ;I:f~ Revenue - s168]. 13,082
ler adjlusnng for exchangg rate effects and (hgnges in a:éfa:in_gp}t)—fi; e T 4151 - 1,835
the price of natural gas, Linde would have achieved an (a‘p—“agx-pe—nam; -
increase in revenue af 2.1 percent. After making an addi-  (excluding financial assets) 1,881 1,890
tional adjustment of eur 86 m, whichis the contribution  wyinver of employees
to revenue made by the LPG business acquired by Linde  (at the balance sheet date) 52,395 53,436
during the reporting period from Wesfarmers Kleenheat
Gas Pty Lid, the increase in revenue was 1.5 percent. Rev-
enue has been adversely affected not only by the pre-
vailing weak economic environment, but also by current
low energy costs and the expiry of on-site contracls,
EZ 15 REVENUE AND GPERATING PROFIT BY DIVISION
25 2014
gperating operating
Operating myrgm Qperating morgin
in EUR m Revenue profit in percent Revenue profit in percefit
EﬂEﬁ_ L 6,01 1,790 29.8] | _§,9_§E_! __1_,7_78 . 297
Asigfpacific 4,157 3,063 56| 3812 1,010 265
Americgs o 5,183 1,298 250 431 1,047 2.3
Consolidation | ~182 pLE Y R
GASES DIVISION 15,168 4,151 27.4 13,982 3,835 27.4

EMEA
(Europe, Middle East, Africa)

In EMEA, Linde’s largest sales market, the Group gener-
ated revenue of Eur 6.0t0 bn in the 2015 financial year,
which was stightly higher than the figure achieved in the
previous year (2014: EUR 5.980 bn). On a comparable basis,
revenue fell by 1.2 percent. When comparing with the rev-
enue generated in 2014, it should be noted that at the end
of 2014 Linde transferred a large hydrogen plant in Italy
to the customer on expiry of the contract, Since then, no
revenue has been generated with that plant. The operating
profit came to EuR 1.790 bn and was negatively affected
by impairment losses on receivables of fur 22 m that had
1o be recognised in the third quarter of 2015 due to the
insolvency of a customer in the UK. Compared with the
prior-year value, the aperating profit increased slightly
by 0.7 percent (2014: EUr 1.778 bn), The operating margin
was 29.8 percent (2014: 29.7 percent).
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pifferent business trends were to be seen in the product
areas of the various sub-regions of the EMEA segment.

The on-site business, where Linde supplies gases on
site 1o major customers, was affected by declining vol-
umes, particularly as a result of the expiry of the on-site
contract in italy. Linde was nevertheless able to achieve
revenue growth in this product area, especially in the
Middle East & Eastern Furope. Against the prevailing back-
drop of modest economic growth in Europe and South
Africa, revenue in the liquefied gases business was down
on the prior-year period. The cylinder gas product area
also continued to see relatively modest trends. Revenue
in both these product areas is being adversely affected
by current low energy costs, especially in the LPG busi-
ness. In its Healthcare business, Linde achieved growth
in virtually all regians.

Business performance in the EMEA segment was
supported by the stari-up of new plants. In January, for
example, a new air separation plant went into production
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in sweden as scheduled. Undes anon-site agreement, the
plant supplies the customer Perstorp with 18,300 stand-
ard cubic metres of oxygen per heur in Stenungsund. The
investment made was araund EUR 40 M.

At the beginning of 2015, Linde also signed a contract
in Sweden to build 3 hydrogen filling station at Arlanda
Airport. Construction was completed on schedule in the
third quarter-of 2015,

In addition, in March 2e15, a hydragen filling station
for hydrogen-powered buses was opened in Aberdeen in
scotland. The contract farms part of the HylrEc (Hydrogen
Transport Economy) praject, which aims 10 improve access
ta the use of hydrogen as an alternative source of energy
in the North Sea region. The hydrogen filling statian is
operated by Linde.

Linde is a pioneer in the development of hydrogen-
technology and is continuing to drive forward the estab-
lishment of a hydragen filling station infrastructure for
fuel-cell vehicles. The Group is working together with
Daimler on plans to build 20 hydrogen filling stations in
Germany. This project is part of the H, Mobility Initiative,
a joint initiative set up by Linde and five other partners.
The aim is to build 3 total of 400 hydrogen filling stations
in Germany by 2023.

In Port Elizabeth, South Africa, the Group successfully
brought an air separation plant on stream in the second
quarter of 2015. The plant produces 150 tonnes of liquefied
gases per day and supplies industrial gases and medical
gases 1o customers in the Eastern Cape region. The in-
vestment made was around EUR 23 M.

A (0, purification and liquefaction plant started pro-
duction in Denizli, Turkey, in the second quarter of 2015,
The plant purifies and liquefies 240 tonnes of CO, per day
and supplies liquefied €0, to customers in the region in
the food industry. At the same time, Linde signed a long-
ierm supply agreement for raw CO, with Zorlu Energy, one
of the largest energy companies in Turkey.

In June 2015, an air separation plant came on stream
in Trinec in the Czech Republic. This plant supplies
34,000 standard cubic metres of liquefied oxygen and
34,500 standard ¢cubic metres of liquefied nitrogen per
hour ta steel producer Trinecke Zelezarny, based on the
renewal of an existing long-term supply contract. The total
investment was around EUR 62 m.

In the third quarter of 2015, an air separation plant
started production on the Kryvyi Rih site in Ukraine, sup-
plying gaseous oxygen and nitrogen to ArcelorMittal, the
worlds largest steel producer. The plant has a capacity of
34,500 standard cubic metres of oxygen and 25,200 stand-
ard cubic metres of aitragen per hour and also supplies
liquefied gases to the regional market. The investment
made was around EUR 60 M.

At the Hamburg-Harburg refinery site, a hydrogen sys-
tem erected by Linde for Nynas AB, one of the world leaders
in naphthenic specialty oils {(NSPs) and bitumen, started
operations in the fourth quarter as planned. Linde will use
the system to supply Nynas with approx. 400,000 m” of
hydrogen a day. The Linde Engineering Divisien erecied
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a steam reformer for this purpose, which is operated by
the Gases Division as part of a long-term on-site contract.
Jnvestment in the project came (o around EUR 30 M.

The project forms part of the extensive overhaul of
the refinery in Hamburg-Harburg, which has been de-
veloped as a specialised production site for naphthenic
specialty ails. Nynas’ total production capacity for NSPs
has incieased signilicantly as a resull. These specialty
ails are used, among other things, in tire manufacture,
transformers, printing ink, industrial rubber and lubricants.

In the fourth quarter of the year, Linde concluded a
lang-term supply agreement with the customer CP Kelco.
Linde will use an ECOVAR plant to supply the company
from the paper and pulp industry with 1,100 standard cubic
metres of nitrogen an hour in Aanekoski (Finland) from
2016 onwards. -

Linde has alse concluded a long-term gas supply
agreement on the supply of 5,100 standard cubic metres
of oxygen an hour with the customer Metsa Fibre, which
is based in the same location. The plant, which will be
one of the world’s largest oxygen producers using what
is kngwn as Vacuum Pressure Swing Adsorptian (VPSA)
technology, is scheduled to be commissioned in the third
quarter of 2017. Both ECOVAR plants will be built by Linde’s
Engineering Division.

In Dammam (Saudi Arabia), Linde brought an air sep-
aration ptant for the liquefied gases market an stream in
the 201s financial year. The plant has a capacity of 165,000
tonnes of liguefied nitrogen and oxygen per day and was
built by the Engineering Division. The investment volume
was around EUR 26 m.

Linde also opened an acetylene plant in the UK in
October 2015. The plant, which was associated with an in-
vestment volume of around eur 45 m, underscares Linde's
long-term commitment te the manufacturing industry in
the UK and Ireland.

Q2 ANALYSIS OF REVENUE BY SEGMENT In %

390

338
EMEA o 39.1 (2014: 42.4)
Americas 33.8(2014: 30.6)
Asia/Pacific 27.1 (2014: 27.0)
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Business trends in the Asia/Pacific segment were again
supported principally by positive exchange rate effects.
Linde generated revenue of eur 4157 bain the 2015 finan-
cial year, up by 9.1 percent in a year-on-year comparison
(2014: £UR 3.812 bn). The comparable revenue growth came
in at 1.0 percent. Giowth here was underpinned by the
contribution to revenue of eur 86 m made by the LPG busi-
ness of wWesfarmers Kieenheat Gas Pty Lid, which Linde
acquired in February. If an adjustment were also to be
made for this effect, revenue would be 1.0 percent below
the figure for the prior-year period. Operating profit rose
by 5.2 pescent 1o EUR 1.063 bn (2014: EUR 1.010 b}, giving
an operating margin of 25.6 percent (2014: 26.5 percent}).
The margin-reported in-2014 reflected the positive effect
of profits from the disposal of non-current assets.

within the Asia/Pacific segment, the greatest in-
creases in revenue were to be seen in the on-site business
in China and India. Revenue generated by the cylinder
gas product area was below that achieved in the pri-
or-year period. The liquefied gases business saw quite
positive trends in this segment. In both product areas,
low energy casts and lower LPG prices had the effect of
depressing revenue.

InIndia, Linde has erecied its first location for the filling
of cylinders for the healthcare segment in Siliguri, tocated
in the east of the country. Investments were made in cry-
ogenic liquid hydrogen storage facilities, state-of-the-art
facilities for the filting of cylinders and a local laboratory.
India’s healthcare sector is one of the fastest growing
sectors of the country’s economy and the establishment
of this location represents a key milestone in the Compa-
ny’s efforts 1o expand its healthcare business in smaller
developing towns and cities across India.

In the South Pacific, the prevailing weak economic
environment in manufacturing industry and declining in-
vestment in the mining industry had an adverse impaci
on growth. In the LPG business which is vitat to Ausiratia,
lower oil prices hampered revenue growth, as the price
reductions were passed on to the customers. soreover, the
expiry of on-site contracts led to reductions in revenue in
this regien too. In response, structural and organisational
measures aiready undertaken as part of the Customer Fo-
cus Initiative are expected to reduce costs and support
profitability in this region,

Inthe first quarter of 2015, an air separation plant went
on stream in Quanzhou, China, which supplies gases to
Fujian Refining & Petrochemical. The plant is operated by
Fujian Linde-FPCL Gases Company Limited, a joint ven-
lure between SINOPEC Fujian Petrochemical Company
Limited and Linde. The profit generated by this plant is
included in the share of profit of loss from associates
and joint ventures (at equity) in the Group’s statement
of profit or loss.

In April 2015, Linde also successfully brought another
aif separation plant on stream in China. This plant has a ca-
pacity of 87,500 standard cubic metres of liquefied oxygen
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and 10,000 standard cubic metres of liquefied nitregen per
hour and will supply customers in the Tianjin region. The
amount of the investment was around eur 37 M.

During the third quarter, tinde brought on stream an
air separation plant in Taiwan on schedule. The plant sup-
plies nitrogen to customers in the semiconductor industry
in Hsinchu Science Park. The amount of the investment
was around EuR 28 m. ’

As a result of renewing existing supply contracts with
power-plant operator Seetec and with Samsung Total Pet-
rochemicals Co., Ltd. (STC) in the Seosan petrochemical
cluster in South Korea, Linde has been able to expand its
capacity en this site. Quring the reporting period, anather
air separation plant was successfully brought on stream
here. The plant praduces oxygen and nitrogen and also
supplies products for the regional market. The amount of
the investment was around EUR 62 M.

in November 2015, Linde announced that it would be
erecting an air separation plant worth justunder EUrR 15 m
in Rupganj (Bangladesh). The plant, which is the biggest of
its kind in Bangladesh, is expected to produce 100 tonnes
of liquefied gases per day. it will supply several custom-
ers irom various different sectors of industry from 2018
onwards. There are aisa plans to construct a filling station
for cylinder gases in the same tocation.

Positive impetus also came from Singapore in the re-
parting period. Here, Linde was able to expand its business
relationship with the chemicals company Celanese.

Americas

In the Amesicas segment, fevenue increased significantly
period under review by 20.1 percent to EuR 5.183 bn (2014:
EUR 4.314 bn). On a comparable basis, ievenue rose by
7.7 percent. When compared with the priar-year period,
operating profit increased by 24.0 percent to FUR 1.298 bn
(2014: £ur 1.047 bn). The operating margin rose to 25.0 per-
cent (2014: 24.3 pescent). Within this context, it is impor-
tant to bear in mind that the prices for feedstock such as
natural gas that are passed on to customers fell in 201510
2 year-on-year comparison, which had a positive impact
on the operating margin.

In the healihcare business, Linde was able to achieve
significant growth in revenue in North America as a re-
sult of the rise in the number of patients requiring care
and new products.

In the fourth quarter, Linde signed an agreement on
the takeover of the company American HomePatient, Inc.,
which specialises in respiratory therapy. After all of the
necessary permits were obtained, the acquisition was com-
pleted with effect from 31 January 201s. The company has
220 branches in 38 federal states and operates primarily
in the east of the US. In the last financial year, Amefican
HomePatient generated revenue of around euR 260 m with
a good 2,700 employees. Given the growing number of
patients requiring care and the associated synergy ef-
fects, the acguisition is expected to help counteract the
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negative effects likely to come as a result of state price
cuts for services in the US Healthcare business over the
next few years. Linde is also making ongoing adjustments
1o its cost structure and continues to pursue a strategy
of organic growth.

The business with liquefied gases and cylinder gas in
North America showed very positive development, mainly
thanks to the market for electranic and specialty gases.

on the major petrochemical site at La Porte, Texas, in
the United States, Linde brought on stream during the
reporting period a large air separation piant and a new
gasification train for its existing synthesis gas complex.
tinde has invested a total of more than uso zoe m in this
project. The new air separation plant is the largest plani
of its type operaled by Linde in the United States. To-
-gether with the new gasification unit}it will also comprise
the largest complex in the world for the production and
subsequent processing of synthesis gas to be based on
natural gas. In the Houston area, Linde therefore has a
fully-integrated site for the production of air gases and
syngas products. The liquefied gases oxygen, nitrogen
and argon also produced by the plant will serve ta supply
the fast-growing regional market in the area around the
Houston Ship Channel. The expansion project will ensure
that Linde is able to provide long-term security of supply
to its petrochemical customers in La Porte.

A hydrogen plant was brought on stream as scheduled
in Charleston, Tennessee {US) during the period under
review. Under 3 long-term on-site agreement, the plant
will suppy the customer Wacker with 2,040 normal cubic
metres of hydrogen per heur. The amaunt of the invest-
ment was around £uR 20 m.

In Mexico, Linde successfully extended the contract
for the supply of nitrogen with its long-standing customer
PEMEX - the state crude oil group - until 2027 in the period
under review, Linde supplies the customer with 1,500 mil-
lion normal cubic metres of nitrogen a day from a total
of five air separation plants. The nitrogen generated by
the plants in Mexico is transported to the Gulf of Mexico
via a pipeline, where it is pressed at high pressure into
the Cantarell oil field as a safe way of increasing output.
Cantarell is one of the largest offshore oil fiefds in the
world and is also Mexico’s main supplier of crude oil.

Business trends in the individual countries in South
America have continued to be modest in 2015. The eco-
nomic situation in the region is characterised by high
inflation and low growth rates. This environment is also
slowing Linde’s business performance in the region. Nev-
ertheless, Linde has been able to achieve slight growth
on a comparable basis in all of its product areas. The
cylinder gas business in Brazil has however seen a down-
ward trend.

60

Product areas

As expiained in the comments on the segments, each prod-
uct area contributed to a different extent to the business
performance of the Gases Division.

1n the Healthcare business, Linde increased revenue in
the 2015 financial yeas on a comparable basis by 7.4 per-
cent to EuR 3.665 bn (2014: EUR 3.412 bn) and thus achieved
the fargest growth in this division. The homecare busi-
ness developed particularly well in the Americas segment.

Inthe on-site product area, revenue felion a compara-
ble basis by 0.6 percent o EU 3.847 bn (2014: EUR 3.872 bn).
after adjusting for the non-recurring effects of the expiry
of contracts, revenue in this product area was 2.1 percent
higher than the figure achieved in the prior year.

Trends in the liquefied gases business were relatively
steady. Revenue here increased slightly by 1.7 percent to
EUR 3.616 bn {2014: EUR 3,555 D).

in the cylinder gas product area, revenue on 3 Compa-
rable basis was EUR 4.040 bn, which was 0.4 percent above
the figure far the previous year (2014: EUR 4.023 bn). Il
should be noted here that current low energy prices have
depressed revenue from liquefied gases and cylinder gas,
especially in the LPG business. In these two product ar-
eas, the acquisition of the LPG business from wesfarmers
Kleenheat Gas Pty Ltd had a positive impact. The discon-
tinuation of carbon tax in Australia had an adverse impact
on cylinder gas revenue, as the cost of this levy had until
now been passed on to the customer.

E 16 GASES DIVISION: REVENUE BY PRODUCT ARLA

Chonge in
in EUR m 2015 2014" percent
Liquefied gases _ 3,616 . 3,555 1.7
Cylinqg gases 4040 4,023 0.4
on-site 3,847 3,872 -06
Healthcare 3,665 _ 3412 . 74
GASES DIVISION 15,168 14,862 2.1

+ Adjusted lor exchange rate effects and changes in (he peice of nalysal gas.
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ENGINEERING
DIVISION

Revenue and earnings trends in Linde’s international plant
construction project business reflected the progress made
on individual projects. Revenue in the Engineesing Di-
vision fel inthe financial year of 2015'by 16.5 percent to
EUR 2.594 bn (2014: €UR 3.106 bn). Due 1o the current low
price of oil and the resultant faltering demand in plant
construction, arder intake in the period under review
came 10 EUR 2.494 bn (2014: EUR 3.206 bn). Although the
order backlag at the end of December remained high at
EUR 4.541 bn (2014: EUR 4,672 bn), the low order intake in
the first half of the year, in particular, had already had
an impact on the revenue trend.

Operating profit fell to eur 216 m (2014: Eur 300 m). The
operating margin was 8.3 percent, which was not as high

as the fiqure for the prior year of 9.7 percent. However, this
value is still above the industry average and matches the
target of around 8 percent that Linde had set itself for the
2015 financial year.

Alss.2 percent, the lion's share of order intake was at-
tributable to Eurape. Linde received arders worth around
Eur s00 m from both North America and Asia/Pacificin
the 201s financia) year.

Almost half of new orders related to natural gas plants.
The rest of the order intake was spread relatively evenly
across the remaining types of plant.

E 17 ENGINEERING DIVISION

in EUR m 2015
Revenwe - - 259
Orderintake . 2,494
Order backlog - 4541
O_pg[a_ta‘n_g_prpfit i 216
Operating maigin _ 8.3%

Capital expenditure
(excluding finagcial assels) 32 41
Number of employees

7,038 7,330

(at the balance sheet date)

E 18 ENGINEERING DIVISION: REVENUE AND ORDER INTAKE BY REGION

Revenue Order intoke
inEURm 2075 2014 2015 2014
Europe e 034 ‘ngﬁ 1,376 1,943
North America o e 996{ 798 562 754
South America o o 6 2 12 L
Asﬁillﬁg_flc___‘ e 459 1_,17351 443 36_2
Middle East . o 121y 72 80 3
Arica R o 564 59 21 _ﬁ _ 3
ENGINEERING DIVISION 2,594 3,106 2,494 3,206
EE 19 ENGINEERING DIVISION: REVENUE AND ORDER INTAKE BY PLANT TYPE

Revenve Order inteke
inEURm 2015 2014 2015 2014
Olefinplams 683 494 321 1,557
Natural gas plants o o 572 835 1,135 724
Alr separation plants o i 06| 91!1 426 7 248
Hydrogenand synthesis gasplants . _ . 690 631 Bs| e
Other e o 23| 245 257 190
ENGINEERING DIVISION 2,554 3,106 2,494 } ;,206
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Olefin plants
The market for olefin plants was marked by a general re-
luctance to invest in 2015, The low oil prices, lower growth
on consumer markels and new capacities for polyelefins
already under construction resulted in many projects be-
ing postponed of shelved. Nevertheless, Linde was able
10 establish a solid competitive position.

tn the 2015 financial yea, Linde’s Engineering Division
received an arder ta reconstruct an ethylene plant at the
23uzi site in Litvinov (Czech Republic) from the Czech pet-
rochemical company Unipetrol. The erder covers engineer-
ing, procurement and construction sefvices relating to the
reconstruction of the plant. The total order value for the
reconstruction work ta be performed by Linde comes to
more than eur 4a m. The ethylene plant, which was dam-
aged in an accident in'the summer of 2015, is scheduled
to be fully functional again in the third quaster of 2016.

3 ORDER INTAKE BY REGION iN %

320805

Europe 55.2| Middle East 3.2
-* [(Q014:606)| __(us24)
North America 22.5| africa 0.8
e 2014:23.5) (201409
Asia/Pacilic 17.8| South America 0.5

(2014: 11.3) (2014: 1.1}
Natural gas piants

The prices of oil, natural and liquefied gas were unusu-
ally low throughout 2015, This prompted the oil and gas
industry 1o reduce capital expenditure across the board,
postponing the majosity of investment decisions.

In a move that bucked this trend, Gazpram, Gazpram
Pererabotka Blagoweschtschensk and the latter's generat
contracior NIPtgas selected Linde as the licensor of the
natural gas processing technology for the Amur GPP project
(Amur Gas Pracessing Plant) in eastern Russia. Linde will
be responsible far engineering and for the procurement
of plants for the extraction of ethane and liquefied gas
componentis (natural gas liguids - NGL) and for the sepa-
ration of nitrogen {nitrogen rejection unit - NRU), as well
as {or a helium extraction and liquefaction plant. The plant,
which is to be erected in five phases in the period leading
up 10 2024, will form part of the pipeline project known as
the Power of Siberia, which is designed to connect natural
gas fields in eastern Siberia with north-eastern China. At
the end of December 2015, Linde and NIPIgas concluded

62

an agreement on the engineering ang procurement of
the components specified for all five project phases. the
first phase includes two NGL and NRU plant fines and one
helium generation plant. The corresponding engineering
work is already underway. Once it is completed, Amur GPP
will be one of the world’s largest gas processing projects,
with 3 processing capacity of up 10 49 billion cubic metres
of natural gas per year. '

In addition, the Engineering Division won two contracts
during the reporting period to build key components for
two large natural gas liquefaction plants in Nosth AMerica.

4 ORDER INTAKE BY PLANT IYPE 14 %

Natural gas 45.5| Otefin plants 12.9
plants — (2014:22.6) {2014: 48.6)
Air separation 17.1] Other 10.3
plants . Qou:7ml (2014:5.3)
Hydrogen and

synthesis gas 14,2

plants {2014:15.2)

Air separation plants

Due tg the overall economic conditions, the demand far
new aif separation plants was relatively low in the 2015
financial yeatr. Despite a year-on-year increase, the num-
ber of projects commissioned was limited in the entire
market segment - especially in China. in spite of this dif-
ficult environment, Linde was able to attract a significant
share of these orders.

In the first quarter of 2015, for example, Linde was
awarded 3 contract to build an air separation plant for
steel-producer Bhushan Powes & Steel Limited in India. The
Group will construct the plant on the Rergali site. Under the
terms of the agreement, Linde will be responsible for the
basic and detailed engineering as well as for the procure-
ment and supply of the equipment and plant components.

The 2015 financial year saw Linde being commissioned
by the Taiwanese chemicals corporation Formosa, which
ranks among the world’s largest, to build an air separation
plant for the production of oxygen and nitrogen in Point
Comfortin Texas (USA). The order is worth eur 75 min total,

InJune 2015, Linde officially brought a new large-scale
air separation plant and a new gasification train on stream
in La Porte, Texas {USA) for its existing syngas complex.
The new plant was built by Linde Engineering and is the
largest air separation plant operated by Linde in the US.
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Furthermore, additional air separation plants in Trinec,
Czech Republic, and in Dammam, Saudi-Arabia, which
the Engineering Division erected for the relevant national
campanies of the Gases Division, went on stream in the
period under review.

5 REVENUE BY REGION 1N %

2130

47

North America 38.5| Middle East 4.7
e QxS (0455
Europe 36.0] Africa 2.1
- _fowet o _(201419)
Asia/Pacific 17.71 South America o)
{2014: 36.4) (2014: 0.6)

Hydrogen and synthesis gas plants
The development of the market segment for hydragen and
synthesis gas plants has slowed down considerably. In
addition to the low oil prices and the change in economic
¢climate, the strong US dollar resulted in much mare in-
tense competition, particularly with Eurapean competitars.
In eastern Europe, the weak Russian frouble resufted in
greater entiepreneurial restraint. Mevertheless, Linde
succeeded in winning orderss in this product area, too.
In May 2015, for example, the Engineering Division was
awarded a contract by Tecnicas Reunidas, Madsid (Spain)
10 supply six pressure swing adsorption (PSA) plants for
the customer Petronas in Pengerang (Malaysia). The order
is worth over uso 20 m in total. The capacity of the plant
is more than 430,000 standard cubic metres of hydrogen
per hour which is used for downstream processes within
the Petranas refinery. The contract encompasses engi-
neering, procurement ang the delivery of the six plants.
In the 2015 financial year, Linde also successfully
launched its new praduct line of innovative, cost-effec
tive hydrogen generators known as HYDROPRIME® on
the market. Hydro-Chem, a US subsidiary of the Linde
Engineering Division, performed extensive tests on the
plants, which are based on the tried-and-tested steam
methane reforming technology, proving their reliability
in various applications. As a competitive local produc-
tion alternative to the conventional supply of liquefied
gases, the HYDROPRIME® line is now going inlo series
production. HYDROPRIME® is Linde’s response 1o the ris-
ing demand for efficient, compact plants that are easy
to install. HYDROPRIME® plants are characterised by the
fact that they are reliable, environmentally friendly and

63

safe. The plants are fully automatic with fail-safe controls,
allowing remote monitoring and operation. The new com-
pact steam reformers do not take up much space and are
based on a basic framework and a modular design. This
enables not only easy installation, but also easy access
for maintenance purposes.

06 REVENUE BY PLANT TYPE 1N &

Hydrogen and

synthesis gas 26.6| Airseparation 15.7
plants Q014 20.3)| plants (2014: 29.0)
Olefin plants 26.2[ Other 9.4
e o (29&:_1?.3) (_20]4: 7.9)
Natural gas 22.3

plants (2014: 26.9)

Other types of plant

During the reporting period, Linde was awarded the con-
tract to supply a helium refrigeration plant to the European
spallation Source {£55) in Lund, Sweden. The plant will be
delivered to Lund inthe summer of 2017 and will then have
been installed and brought on stream by the summer of
2018, The European Spallation Source is an interdiscipli-
nary research cenire based on the world's most intense
source of neutrons.

During the reporting period, the Engineering Division
was awarded a contract in France to supply the cryogenic
helium distribution system for the {TER fusion reactor cur-
rently under construction in Cadarache in southern France.
The cryogenic distribution boxes will be fabricated and
delivered to Cadarache by the middle of 2019 with sub-
sequent installation and start-up by zo21. The contract is
worth around EuR 32 m.
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OTHER ACTIVITIES 64

MNET ASSETS AND >6%5
FINANCIAL POSITION
OF THE LINDE GROUP

In the 2015 financial year, the Other Activities segment
comprised Linde’s logistics services company Gist.

Gist specialises in the distribution of <hilled food and
beverages and operates in a relatively stable market. It

- generated revenue in 2015 of EUR 607 M (20141 EUR 567 m).

The Linde subsidiary stepped up its long-term busi-
ness relationship with the international retail chain
marks g Spencer even further, extending its existing ong-
term service agreement by a further twelve years. In addi-
tion to the home markets of the UK and Ireland, operations
in Continental Europe in the 2015 financial year focused
primasily an northern France and the Netherlands.

As it expands its business activities in Continental
Europe, Gist is able to benefit from the extensive capacity
it has developed to deliver temperature-sensitive prod-
ucts on time and to exploit the diverse synergies arising
from its core business in the British Isles.

64
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NET ASSETS AND
FINANCIAL POSITION
OF THE LINDE GROUP

Net assets

As in the previous year, exchange rate effects had a
strong impact on the Group’s net assets in the 2015 fi-
nancial year. Items in the statement of financial position
increasedin value as a result of the weak eurc. In the 2015
financial year, Linde also focused on making acquisitions
and investments which will continue to drive forward its
business expansion.

Total assets rose by EUR 922 m to EuR 35,347 bn at 31 De-
cember 2015 (31 December 2014: EUR 34.425 bn).

0On the assets side, the vast majority of Linde's total
assets, ar around 8o percent, related to non-current as-
sets, Within the figure for non-current assets, the largest
items were goodwitl of EuR 11.604 bn (31 December 2014;
EUR 11.055 bn) and tangible assets of eur 12.782 bn (31 De-
cember 2014; EUR 12951 bn).

As far as goodwill is concerned, the increase of Eur 549 m
was |argely due to exchange rate effects. The acquisitions
made in the year under review contributed eur 45 m (2014:
EUR 62 M) ta the increase.

other intangible assets, comprising customer rela-
tionships, brand names and other intangible assets, fell
in 2015 by £ur 162 m 10 EUR 2.760 bn (31 December 2014:
EUR 2.922 bn). This was due primarily to amortisaticn of
EUR 317 M, although the decline was partially ofiset by
positive exchange rate effects,

Tangible fixed assets increased by Eur 631 m from
EUR 12.151 bn 1o EUR 12.782 bn. Additions from capital ex-
penditure totalling eur 1.889 bn and positive exchange
rate effects of eur 303 m were ofiset by depreciation of
EUR 1.577 bn.

within current assets, trade receivables were the
biggest item. They fell during the reporting period by
EUR 337 m t0 EUR 2.724 bn (31 December 2014: EUR 3.061 bn).
The reduction in receivables of EuR 407 m was partially
offset by positive exchange rate effects.

Current and non-current receivables from finance
leases, which almost exclusively relate to gas supply
contracts classified as leases in accordance with IFRIC 4,
fell by eur 29 m to eur 269 m. The decrease was due to
amortisation of these lease receivables.

65

securities fell by eur 100 m to Eur 421 m, largely due to
disposals (31 December 2014; EUR 521 M).

Equity Tose by EUr 1.182 bn to EUR 15.449 bn (31 De-
cember 2014 EUR 14.267 bn). Factors cantributing o the
increase were earnings after tax of EUR 1.252 bn and the
higher figure for other comprehensive income. Exchange
rate movements had a particularly positive impact here.
Dividend payments of tur 701 m reduced the equity fig-
ure. The equity ratio at 31 December 2015 was 43.7 percent
(31 December 2014; 41.4 percent).

The pravisions for pensions and similar obligations
came to EUR 1.068 b, down on the previous year (31 De-
cember 2014: EUR 1.265 bn). This drop was mainly due to
changes in actuarial assumptions - particutarly the stight
increase in the discount 1ate. In the previous year, ad-
ditions to pension plans’in Germany totalling Eur 300 m
resulted in an increase in plan assets and, consequently,
in a drop in the pension provision.

for off balance sheet commitments, see NOIF 231 0F
THE NOTES [0 THE GROUP FIMANCIAL STATEMENTS.

Financia! position

Financial management at Linde comprises capital struc
ture management, the financing of Group companies, cash
and liquidity management, the management of market
price risks {e.q. currency risk and interest rate risk) and
pension assets, and the management of counterparty risk
and country risk. Group Treasury {sef 6i¢ssAxy/ controls
centrally the global financial management of all the Group
companies. More detailed information about this can be
found on raGFs 66 10 9.

The capital structure of the Group is determined in such
3 way as to optimise cost and risk. Gross financial debt fell
during the reporting period by EUR 373 m to EUR 9.483 bn
{31 December 2014 EUR 9.856 bn). In October 2015, Linde
fFinance B.V. issued three bonds accounting for a total
volume of eur 230 m under the Eur 10 bn Debt Issuance
Programme. All three issues are guaranteed by Linde AG.
The proceeds of the issue were ysed to redeem a EUR 600 M
bond which fell due in Secember 201s.
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NET ASSETS AND FINANCIAL
POSITION OF THE LINDE GROUP

Net financial debt comprises gross financial debt less
short-term securities and cash and cash equivalents. 1t fell
during the reporting period by EUR 553 M 10 EUR 7.645 by
(31 December zo14: EUR 8198 bn). The decrease was due
to 2 variety of sometimes contrary effects: The good op-
erating cash flow, for example, reduced net financial debt,
whereas investments, the payout of dividends and ex-
change rate and valuation effects resulted in an increase.

The dynamic indebtedness factor (net financial debt to
operating profit over the past twelve months) was 1.9 at
31 December 2015. This is down on the figure as at the end
of the previous financial year {31 December 2014: 2.5 and
remains below the upoer timit Linde had setitsef of 2.5.

The Group’s gearing (the ratio of net debt to equity)
was 49.5 percent as at 31 December 2015 (31 December 2014:

-57.5 percent). -

The maturity profile of the financial debt demonstrates
that The tinde Group continues to be financed on a
long-tesm basis. Of the gross financial debt, evr 1.023.bn
(31 December 2014: £UR 1.294 bn) is disclosed as curcent. OF
the non-current financial debt of eur 8.4s0 bn (31 Decem-
ber 2014: EUR 8,562 bn), EUR 3.426 b (31 December 2014
EUR 4.293 bn) is due in more than five years.

with short-term securities of £ur 421 m, cash and cash
equivalents of R 1.417 bn and the Eur 2.5 bn syndicated
redit facility, available liquidity for Linde at 31 Decem-
ber 2015 was EUR 3.315 bn (31 December 2014: EUR 2.864 bn).
Linde once again successiully extended the term of the
syndicated credit facility agreed in July 2013 by one year
until 2020. The credit line originally had a term of five
years with two options ta extend the facility, in each case
by one yéar (subject to the agreement of the lenders).

7 BALANCE SHEET AS A PERCENTAGE OF TOTAL ASSETS OF EUR 35.347 BN (2014 EUR 3.1.425 BN}

Assels in percent

£quity and liobilities in percent

40

113

36.2

4.6 |

229

3.0

Goodwill
Tangible assets

Qther non-curient assets

32.8 (2014:32.1)
362 (2014:35.3)

1.4 (2014: 12.7)

15.6 (2014: 16.6)

Other current assets

Equity . ..
Provisions for pensions - )
Financial debl
Other liabilities i

43.7 (2014: 41.4)
_3.0(2014:3.7)

26.7 (2014: 28.8)
L aan

Cash and cash equivalents 4.0 {2014:3.3)

Other provisions
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GROUP STATEMENT
OF CASH FLOWS

Attur 3.593°bn, the operating cash flow as at 31 ecem-
ber 2015 was up considerably, namely by 19.7 percent on the
prior-year value (2012: EuR 3.001 bn). This means that cash
flow showed an above-average increase compared with
operating profit, which rose by 5.4 percent to Eur 4.131 bn.
It should be noted that in 20:4 Linde made a payment of
EUR 300 m to provide additional funding for the defined
benefit pension plans in Germany. After adjusting for this
one-off item, the cash flow was 8.8 percent higher thanin
the previous year. In addition to the solid operating profit
due to positive exchange rate efiects, a one-off payment
of EUR 159 m that Linde received within the context of the
revision of a high-volume gas supply contract with a cus-
tomer from Singapore also contributed to this increase.
Income taxes paid fell from eur 599 m 1o EUR 533 m in the
2015 financial year.

The change in working capital came to eur 55 mon the
balance sheet date, roughly on a par with the prior-year
level {2014; EUR 62 m). Two contrary effects have to be
taken into account in this regard: the good working capi-
tal management in the Gases Division was of fset by lower
advance payments received in the Engineering Division,

Payments made for investments in tangible fixed assets,
intangible assets and financial assets came to EUR 1.970 bn,
down by eur 39 m on the prior year (2014: EUR 2.009 bn).
Payments made for invesiments in consolidated companies
came to EUR 113 M {2014 EUR 65 M) and largely include the
payment for the acquisition of the assets and liabilities of
the LPG business af Wesfarmers Kleenheat Gas Pty Ltd as
pait of an asset deal in the amount of tur 53 m.

The operating free cash flow therefore came to
eur 1.699 bn on the balance sheet date (2014: Eyr 1.288 bn).

Payments of Fur 59 mwere receivedin the periodunder
review resulting from the sale of securities (2014: payouts
of Eur 350 m).

Net balance of loans and capital market liabilities raised
and redeemed was EUR -430 M in 2015 (2014; EUR 27 M), i
should be noted here that a Eur 600 m bond was redeemed
by Linde in 2015. 2014 includes a payout for the issue of
3 Eur 300 m bond by Linde to provide additional funding
for the pension plans in Germany.

After deducting dividend payments of eur 701 m
(2014: EUR 645 M) and net interest payments of EYUR 364 m

67

(2014: EUR 358 m) as well as other changes, the change
in cash and cash equivalents in 2015 was an increase
of EUR 276 m (2014: decrease of EuR 64 m).

E20 GROUP STATEMENT OF CASH FLOWS

(SUMMARY)
in EUR m ms 2014
OPERATING PROFIT ERE 3,920
Change in working capital, 55 62
Income taxes paid_ -533 -599
Othes changes _ . -60 -82
CASH FLOW FROM OPERATING
ACTIVITIES BEFORE TRANSFER
10 PENSION PLANS 3,593 3,301
Iranses to pension plans_ "~ - -7 _-300
OPERATING CASH FLOW 3,593 3,001
Cash cutflow for investments
intangible assets, intangible
assets and financial assets
(exciuding securities) -1.970) _ -2,009
Payments for investments in
consolidated companies RIEI -85
Cash inflows from
the disposal of assets o 189 . 3a
OPERATING FREE CASH FLOW 1,699 1,288
payments for/proceeds from
investments in securities 9] -3%0
Net cash inflows/outfiows from
the proceeds/repayment of ioans
and capital marker debt -430 Ry
Dividend payments to Linde AG
shareholdess and non-controfling
interests -701 L]
Netinterest payments ~364 -358
Otherchanges -24 -26
CHANGE IN CASH AND
CASH EQUIVALENTS 279 ~64
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Syndicoted credit facility

Linde has a eur 2.5 bn syndicated revolving credit line at
its disposal. In total, 33 major German and international
banks used by Linde are involved in the syndicated facil-
ity, providing the Group with a high tevel of flexibility in
its financing. The credit line was initially due to expire in
2018 but had two aptions to extend the facility, in each
case by one year (subject to-the agreement of the lend-
ers). After extending the line for the first time in 2014,
Linde successfully exercised its second extension option
in june 2015: with the consent of the banks, the term of
the credit line was extended by one more year, until 2020.
This means that the Group has ensured that it continues
to have a long-term solid general liquidity reserve. The
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Financing principles
and objectives

The atm of external financing and measures 10 safequard
liquidity is to ensure that the Group has adequate liquid-
ity at all times, The internatienal financial and sovereign
debt crisis made it clear how important it is for companies
to procure suificient liquidity.

For Linde, external financial headroom is maintained
primarily by the capital markets and a major international
banking group. Within the Group, the principle of internal
financing applies: i.e. the financing requirements of subsid-
iaries are covered wherever possible by intra-Group loans.
In accordance with this guiding principle, the subsidiar-
ies were again financed in 201s mainly by Dutch finance
company, tinde finance B.V., and by Linde AG. Centralised
financing makes it possible for Group companies to act
as asingle customer on the capital markets. This ensures
that the subsidiaries are financed in a cost-efficient way.

Group companies are financed either by the cash sur-
pluses of ather business units in cash pools (the Eurozone,
the UK, Scandinavia, the US, Australia, China and other
Asian countries), or by Group loans from Linde Finance
B.V. and/ot Linde AG, taking into cansideration any risks
specific to that particular country. Group Treasury also ne-
gotiates credit facilities with local banks, to take account
of particular legal, fiscal or other requirements. Especially
in countries with currency restrictions, to finance small
amounts or for projects with specific local requirements
local financing is used.

Inview of the financial and sovereign debt crisis, Linde
maintained an adequate liquidity position in 2015. In ad-
dition to cash and cash equivalents of Eur 1.417 bn, Linde
also holds securities totalling Eur 421 m, These securities
are mainly German government bonds with maturities of
less than onre year.

68

facility is unutilised at the end of the 2015 financial year
and also serves as back-up for Linde's.Evr 2.bn Commet-
cial Paper Programme jsFe G10ssAk¥j. At 31 December 2015,
there were ng commercial papers outstanding under this
programme.

Copital market activities

During the 2015 financial year, Linde again made success-
ful use of the capital markets for refinancing purposes.
It also extended the maturity profile of its financial debt
again, ensuring long-term financing of the Group.

In October 2015, Linde Finance B.V. made three issues
with 2 total volume of Eur 230 m under the eur 10 bn Debt
Issuance Programme: a five-year fixed-interest Eur 5o m
bond with a coupon of 0.634 percent, a 12-year fixed-in-
terest EuR 80 m bond with a coupon of1.652 percent, and a
fifteen-year fixed-interest Eur 100 m bond with a coupan
of 1.9 percent. All three issues are guaranteed by Linde AG.
The proceeds of ihe issue were used to redeem 3 EUR 600 M
bond which felt due in December 2015

under the EUR 10 bn Debt Issuance Programme, issues
totalling eur 6.891 bn in various currencies were outstand-
ing at 31 December 2015 (31 December 2014: EUR 7.255 bn}.
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E221 SELECTION OF QUTSTANDING PUBLIC BONDS

Issuer Raiing Nominal amount  Coupon rate in percent Malturity date ISIN
Linde Finance B.V." A2/A GBP200m| 65000 29/01/2015|  X$0123544529
Linde Finance 8.V. o _V_— __EUR,000m| 4750 __24/04/2017| _ XS50297699588
[i—nd_eFinan(e BV, . E.UR 75!)_(!_1 B . }.IZ.’_: 1}/1 2/2018 X50718526790
ﬁ;JeVFFEEé_Ei/:_ ____ EYRs0Om ) __1750 11/06/2019|  X50790015548
Linde Finance B.Y. . AuD10Om| . Al2s0 20/06/2019| _ X$0947397302
Linge Finance B.Y, _usp200m| 3-mM$Libor+0.470|  21/08/2019]  X51101833306
E@ﬁnancg BY. __EURG0OM 38715 _01/06/2021|  XS0632659933
uinde finance BY. Casesvom| _ sers|_2a/0e/20m3]  ¥s0297700006
Linde Finance B.V. _ EUR30OM| _ _ _1875|  22/05/2024|  X51069836077
Undefinance8 V. Az/a-| _ uspa0om| 3438 26/08/2026| _XSi102559850
lndeaG L Nexzooemi o 2750 _28/09/2017 | XS0835302513
lindeA6 UsD500m 1500 18/04/2018 | _ DEDOGAIR0733
lindeAG _ EwR1,000m| 1750 “17/09/2020|  X50828235225
LindeaG _ EURss0m _ 2,000 __18/04/2023| ~ DEOODAIRO7PS
Subordinagted bonds’
14/07/2066

Linde Finance B.V. Baa1/A- EUR 700 m 7.375| cCall right from 2016 X50259604329
T T T T R 4-11-1/67/20.6-6- ’ N ’
Linde Finance B.V. Baai/A- GBP 250 m 8.125| C(allright from 2016 X50259607777

¢ These bonds were not issued under the ebt Issuance Programme,

Rating

since 1999, the creditworthiness of The Linde Group has
been rated by the ieading international rating agencies
Moody's and Standard & Poor’s (S &P). The rating is an es-
sential requirement for a successful and sustainable pres-
ence in the capital market. The Group’s stated objective
remains a strong “investment grade” rating.

Over recent years, Linde’s ratings have continued to
improve, based on the Group’s solid business model and
conservative financial policy. Both rating agencies recently
confirmed Linde's long-term sating in December of the re-
porting year. 5& P gives The Linde Group an A+ rating, while
Moody's has assigned the Group an A2 rating. The subordi-
nated bonds are rated at A- by $§P and Baa1 by moody's.

E=22 RATING 2015

. tong-term Shorl-lerm
Rating agencies raling Quitook rating
moody’s A2l Stable P-1
Standard & Poor’s Ar Stable A-1
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71

The capital expenditure decision-making and allocation
process is centralised in The Linde Group. Every item of
capital expenditure which exceeds specific size ¢riteria
must be approved by the member of the Executive Board
responsible for that area, by a tentral investment com-
mittee of by the tull Executive Board. Capital expenditure
decisions are carefully reviewed, as they are a critical
success factor for a project-based, investment-focused
company such as Linde.

Invesiment in tangible and intangible assets in the 201s fi-
nandial year {excluding financial assets) totalled eur 1.936 bn
(2014: €UR 1.954 bn). The investment ratio was 10.8 percent
of Group revenue (2014: 1.5 percent).

Mast of the Group’s capital expenditure (Eur 1.881 bn;
2014: EUR 1.890 bn) was once again incurred for the global
expansion of its gases business. This means that capital
expenditure was down slightiy on the forecast for the 2015
financial year, which expected to see capital expenditure
roughly an a par with the previous year. The investment
ratio in the Gases Division in 2015 was 12.4 percent of rev-
enue (2014: 13.5 percent).

In addition, Linde continued to strengthen its good
competitive position in the international market by spend-
ing atotal of €uR 120 m on acquisitions and investments in
financial assets (2014: Eur 95 m). Investments in consal-
idated companies during the 2015 financial year totalled
EUR 107 M {20Q14: EUR 67 M),

The remaining investment in financial assets of EUR 13 M
(2014: tur 28 m) ielated mainly to capital increases in joint
ventures ar non-current [oans to associates and joint ven-
tures, If these investments are included, total capital ex-
penditure in the 201s financial year was tUr 2.056 bn (2014:
EUR 2.049 bn).

23 CAPITAL EXPENDITURE BY DIVISION

| Lind inued & Wi -based inEURm 2015 2014
N 2015, Linde continued to a its growth- -
. R pplyits gro . ése cap Gases Division 1,881 1,890
ital expenditure strategy. The Group has again invested - —————-= — T

b : . . . . Engineering Division 3z 41
specifically in those areas in which opportunities exist ther Acvitiest - -
for above-average growth and which contribute towargs S Adivities, o moLs
increasing the profitability and competitiveness of the (GERxocleSmNG FINARCIAL ASSETS) 1,936 1.954
GrguP. [?Unng ;he (ep?rllng:enod, Lrndeds investment oo T oets 120 95
activi not -si ST T T I

ty Iocuse ot on v'onl _e on-site pro uc!_afea, but GROUP 2,086 2,049
also particularly on the liquefied gases and cylinder gas —
D[Odu(t areas. * Including consolidations.
E 24 CAPITAL EXPENDITURE OF THE GASES DIVISION BY REPORTABLF SEGMENT

{EXCLUDING FINANCIAL ASSETS)
2615 2014
inFURm in pereen! inEURm in percent

EMEA o e 895 A7.6 946 501
Asia/Pacific o L 386 20.5 413 2.9
Americas . . e [3H] ey s 280
GASES DIVISION 1,881 100.0 1,890 100.0
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The return on capital employed (ROCE) after adjusting
far non-recurring items was 9.4 percent in 2015 (2014:
9.5 percent), hitting the target of between 9 percent and
10 pefcent.

The results of operalions were gnce again adversely
affected by non-recurring items in 2015. These include
restructuring costs of EUR 192 m (2014: EUR 66 m}, In 2014,
restructuring costs, and also impairment losses totalling
EUR 229 M, were recagnised as non-recurring items.

Against this backdrop, Linde reported earnings per
share of EuR 6.19 in 2015 (2014: EUR 5.94). Earnings per share
prior to non-recurring items stood at EUR 6.51 (2014: EUR 743).

in the Gases Division, Linde generated revenue of
EUR 15.168 bn in the 2015 financial year (2014: EuR 13.982 bn),
in line with the revenue target of between EuR 14.9 bn
and EUR 15.4 bn that was announced at the start of the
year. This value also puts Linde within the higher range
of eur 15.1 bn and €ur 15.5 bn that was announced in the

EXECUTIVE BOARD

SUMMARY OF

THE 2015 FINANCIAL
- YEAR FOR

THE LINDE GROUP

CAPETAL EXPENDITURE OF <78

THE LINDE GROUP
EXECUTIVE BOARD 71

SUMMARY OF THE

2015 FINANCIAL YEAR

- - - FOR THE LINDE GROUP
NET ASSETS, FINANCIAL >73

POSITION AND RESULTS OF

OPERATIONS OF LINDE AG

The global economy grew at a slower rate in the 2015
financial year than had been expected. In the course of
the year, the economy was adversely affected in particu-
lar by an increase in geopolitical tensions. in addition,
the continued low oit prices had a negative impact on
the investment activities of many customers, particu-
larly in the international market for large-scale plant
construction. This also has a negative impact on Linde’s
Engineering Bivision.

in this environment, Linde’s performance was rela-
tively stable, although the Group was not able tomeet all
its targets in full. Linde achieved a 5.3 percent increase
in revenue in the 201s financial year 10 EuR 17.944 bn
(2014: EUR 17.047 bn). Originally, Linde had set itself a
target of generating revenue of between eur 18.2 bn and
EUR 19.0 bn. After adjusting for exchange rate effects,
Group revenue fell by 2.3 percent. This development is
largely due to the unfavourable overall developments
in the piant construction segment. Linde had already
made a corresponding adjustment to its revenue fore-
cast far the 2015 financial year in the middle of the vear,
lowering the target range for Group revenue to between
EUR 17.9 bn and eur 18,5 bn.

As far as Group operating profit is concerned, Linde
achieved a value that was up by 5.4 in & year-on-year com-
parison 1o EUR 4.131 bn (2044: EUR 3.920 bn). This puts the
Group's profit within the range of EUR 4.1 bn 10 EUR 4.3 bn,
in line with the farecast released at the start of the 2015
financial year. if an adjusiment were to be made for the
effects of changes in exchange rates, the Group eperating
profit would have dropped by 2.4 perceni.

The Group operaling margin in 2015 was unchanged
as against the previous year at 23.0 percent (2014:
23.0 percent).

71

middle of the year. After exchange rate effects, revenue
increased by 0.7 percent.

As far as operating profit in the Gases Division is con-
cerned, Linde achieved a value that was up by 8.21n a
year-on-year comparison to EUR 4,151 bn (2014: EUR 3.835 bn).
once again, this allowed Linde to achieve a value that fell
within both the ariginally planned range of €ur 2.05 bn
1o EUR 4.25 bn, and the adjusted range announced in the
middle of the year of between Eur 4. bn and eur 4.3 bn.
If there had been no exchange rate fluctuations, Lhe
Gases Division would have achieved a slight year-on-year
increase in operating profit.

The development in the operating maigins reported
by the segments in the Gases Division varied: EMEA
29.8 percent (2014: 29.7 percent) , Asia/Pacific 25.6 pei-
cent (2014: 26.5 percent) , Americas 25.0 percent (2014
24,3 percent). The increase in the operating margin in
the Americas was paflly due to the drop in the price of
natural gas, which was passed on to customers and had
an impact on margin development as a result. In the Asia/
Pacific segment, the prior-year margin was influenced
by positive one-off effects resulting from Lhe sale of
non-current assets.

Due to the sustained low oil prices, Linde generated
revenue of Eur 2.594 bn in the Engineering Division in the
2015 financial year (2014: Eur 3.106 ba), down by 16.5 per-
cent. The range that Linde was criginally aiming {or, namely
between EUR 3.0 bn and eur 3.3 bn, was not reached. On
the other hand, the Engineering Division met the reve-
nue forecast as adjusted in the middle of the year, which
predicted a figure of between eur 2.5 bn and Eur 2.7 ba.

The operating margin of the Engineering Division was
also in line with expectations at 8.3 percent (2014; 9.7 per-
cent): Linde had sought to achieve a figure of around
g percent for the 2015 financial year.

Linde will maintain its dividend palicy, which is geared
towards continuily: At the Annual General Meeting on
3 May 2016, the Executive Board and Supervisory Board
will propose the payment of & dividend of eur 3.45 per
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share. This is an increase of 9.5 percent compared with
fast year's dividend. This would mean that the dividend
increase is disproprotionatley high compared to the group
opesating profit trend, which still continues to be the basis
for determining the dividend at Linde, however.
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affiliated companies. Linde AG also enters into Credit Sup-
N E T A S S E T S / post Annexes (CSAs) with banks. Under these agreements,
the positive and negative fair values of derivatives held
F l N A N C | A l_ P O S | T l O N by Linde AG are collateralised with cash on areguiar basis.
The corresponding amounts due from banks are disclesed

A N D R E S U LTS O F under this heading.

Linde AG hoids 100 percent of the shates in a special

O P E R AT | O N S fund. This fund is disclosed in securities held as current

assets. In the course of 2015, the holding of securities
OF I_lNDE AG feil by eur w00 m.
Liquid assets fell by EUR 20 m O EUR 359 m.
EXECUTIVE BOARD <71 Equity (before the appropriation of profit) rose by
SUMMARY OF THE EUR 83 M [0 EUR 9.845 bn, Two contrary effects in particu-
2015 FINANCIAL YEAR lar have to be taken into account in this regard: The profit
N;f':;;'f,;f",ff,f:f,‘j’: 73 ) 7 for the year of rur 669 mresuited.inan increase in equity,
- -~ POSITION AND RESULTS OF - - - ' while the payout of the dividend for 2014 in the amount
OPERATIONS OF LINDE AG of Eur 585 m reduced equity.

R;:“,?:::M::: e The equity ratio increased slightly from a7.2 percent to

47.3 percent as a result.
Total provisions came to Eur 1.070 bn, up slightly on
the prior year. The liabilities of Linde AG fell in 2015 by

EUR 34 m 10 EUR 9.911 bn.

General information

Linde AG, which comprises the tinde Gas and Linde Engi-
neering Divisions and the Corparate Centre, is the holding
company and management company of The Linde Group.

The statutory financial statements of Linde AG are pre-
pared in accordance with the provisions of the German
Commercial Code (HGB) and the German Stock Corporation
Act {AktG). The main differences between these financial
siatements and the Group financial statements which are
prepared in accordance with International Financial Report-
ing Standards (1FRS) are in respect of revenue recognition
and the measurement of financial instruments. The core
financial performance indicator (and also the sole finan-
cial performance indicator) of Linde AG is the profit for
the year. The dividend payable to Linde AG shareholders
is distributed out of the profit for the year.

Inthe year under review, net assets of Linde Engineer-
ing Dresden GmbH in the amount of EUR 74 m were taken
over by Linde AG as part of a spin-off.

Net assets of Linde AG

The total assets of Linde AG increased in 2015 by EUR 1563 M,
from EUR 20.663 bn to EUR 20.826 bn.

Tangible assets fell by £UR S5 m to EuR 18,038 bn. The
shafe of tangibie assets in relation to total assets came
10 86.6 percent (2014: 87.6 percent), Financial assets make
up 4 significant share of the tanqgible assets. This is due
to Linde AG’s function as the parent company of The
tinde Group. In the period under view, financial assets
fell by eur 102 m. Receivables and other assets rose from
EUR 1.668 bn 10 €ur 1.985 bn. The main contributory fac-
tor here was the increase in financial receivables from
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NET ASSETS, FINANCIAL
POSITION AND RESULIS OF
OPERATIONS OF LINDE AG

S 25 BALANCE SHEET STRUCTURE OF LINDEAG AS A PERCENTAGE OF TOTAL ASSETS

21.12.2015 31.12.2014
infuRm in perceal in EURm in perceni
Assels
Financial assets 17,499 84.0 17,601 852
Other non-currer:a;ets B 539 26 492 24
Receivables and other assels 1,985 2.5 1,668 8.1
Securities . 400 .0 500 24
Gedasels . .. _ 359 EIE 8
Other assets 44 0.2 _ B oo
TOTAL A;;E_T'S- — T T ST 20,826 100.0 20,663 100.0
Equity and fabilities
Equity i 9.845 473 9762 412
P_L;_;/Ey_:gs_(or pension;: _, V*: U 374 13 © 184 09
Other provisions 796 38 172 37
Liabilities _ _ i__t_ _A - ——_»—-; 9911 47,6 9,_94}\ ~ 48.2
TOTAL ASSETS T 20,826 100.0 20,663 100.0

Financial position of Linde AG

The net financiai debt of Linde AG {securities held as

non-current assets, securities held as current assets, fi-

nancial liabilities, financial receivables, liquid assets) fell
in 2015 by £ur 405 m, from EUR 6.756 bn t0 EUR 6.351 bn.

This is mainly due to the drop in financial liabilities to
affiliated companies of EUR 220 m. In addition, the financial
receivables from externals rose by EUR 170 m as a result
of Credit Support Annexes (CSA). At present, the amount
stated is EUR 240 m {2014: 70 M),

Results of operations of Linde AG

Revenue in Linde AG in the 2015 financial year was
EUR 2.097 bn, significantly higher than the figure for 2014
of Eur 1.888 bn. EBIT, on the other hand, fell fromeur 37 m
L0 EUR -11 M.

In the Linde Gas Division, revenue rose slightly, by
1.1 percent, to EUR 1.321 bn (2014: EUR 1.307 bn). In the Linde
Engineering Division, Linde AG reporied a year-on-year
increase in revenue to eur 809 m in the 201s financial
year (2014: EUR 618 m).

Allin all, Linde AG recognised revenue from cantracts
mainly in the following countries in the zo1s financial
year: Malaysia, the US, Russia, China and South Korea.

Linde AG generated 47.2 percent {2014: 52.7 percent)
of its sales revenue fram customers in Germany. Exports
accounted for 52.8 percent (2014: 47.3 percent) of revenue,
with 42.3 percent (2014: 44.8 percent) relating to Eutope,
34.7 percent (2014: 31.6 percent} lo the Asia/Pacilic re-
gicn and 19.3 percent (2014: 14.8 percent) relating to the
Americas. Sales to Africa accounted for 3.7 percent of
Linde AG's exports in 2015 (2014: 8.2 percent). Most of the
export business relates to the Linde Engineering Division.

74

As the international plant construction business is project
business and revenue is only received once the project is
completed, there are always fluctuations in the regional
figures year by year.

The arder intake of the Linde Engineering Division fell by
25.0 PEICent in a yeaf-on-year Ccomparison o eur 1,603 bn
(2014: EUR 2.137 bn).

The order backlog reached £ur 6.853 bn at the end of
the year under review, up by 23.3 percent on the prios-year
value (eur 5.53% bn). The average duration of a contract
is around three years.
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E26 RESULTS OF QPERATIONS GF LINDE AG

{SUMMARY)
inEUR M 2015 2014
Revenve 2,097} _ 1,88_8
Costofsales 13821 1,134
GROSS PROFIT ON REVENUE 715 754
Functional costs . 868 783
O_mg income s 297
Other expenses 239 o
EBT%—_ } -1 37
investment income . 901 680
Others financial result _ooTue| o -
PROFIT BEFORE TAXES ON INCOME 644 583
Income tax expense - -sp <70
PROFIT FOR THE YEAR - - 669 653 - " B
Iransfer to revenue feserves =29  -68
UNAPPROPRIATED PROFIT 640 585

The gross margin fell from 39.9 percent 10 34.1 percent.
The main reason for the drop in the marqin is the in-
crease in the proportion of revenue relating to the Linde
Engineering Division compared with the prior year. The
engineering business generally has lower gross margins
than the gases business.

The increase in functional costs to Eur 858 m (2034:
Eur 783 m) is largely due to restructuring costs, and to the
merger of Linde Engineering Oresden GmbH.

The increase in other income and other expenses is
largely due to the income from the reversal of provisions
in the amount of EUR 7.9 M (2014: EUR 63.3 M), as well as
to exchange rate effects in the reporting year.

Investment income rose in 2015 to EYR 901 M (2014:
€ur s80 m). Included in the figure are dividends of cur 819 m
(2014: EUR 517 M) and income from profit-sharing agree-
ments of EUR 82 m (2014: EUR 163 m). Linde AG has direct of
indirect profit-sharing agieements with most of its German
subsidiaries. For the dividend payments which derive fram
subsidiaries mainly outside Germany, distributions are voted
onin the individual companies.

The main changes under the heading other financial
result were impairment losses of Eur 30 m (2014: EUR 11 M)
recognised on financial assets and exchange losses on the
measurement of the plan assets relating to pension obli-
gations of eur 37 m {2014 exchange rate gains: EUR 53 m).

Earnings before taxes came to Eur 644 m, which was
higher than the prior-year figure of tur 583 m.

After taking tax into account, Linde AG generated a
profit for the year of eur 69 m in 2015 (2014: EUR 653 m).
This was up by 2.5 percent in a year-on-year comparison.
The original forecast was for an increase of between s per-
cent and 1o percent.
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RESEARCH AND 76
DEYELOPMENT
S AND SOCIETY =7%

The tinde Group - - -

ongaing innovation and continuous, focused reseasch and
development activities are vita! for the long-term success
of aglobal technology company such as Linde. As 3 result,
manitold activities were bundled and expanded in the new
Technology & Innovation Corporate & Support Function in
the 2015 fimancial year.

During the 201s finandial year, Linde spent a total of
EUR 132 M 0n fesearch and development (2014: EUR 106 Mil-
lion). As at 31 December 2015, there were 348 emplayees
in total working in this field (2014: 390), of whom 221 in
the Gases Division and 127 in the Engineering Division, To
protect its innovations fram the competition, Linde filed
287 new patents across the Group over the course of the
past financial year. On 31 December 2015, 3,232 patents
protected various tinde technologies. Many of them fea-
ture sustainability aspects, with mare than 500 patents
relating to chemicals & the environment, clean energy and
hydrogen technolagy.

By drawing on the findings of its research, the Group
is continuously moving into new areas of application
for its gases and is constantly striving to make further
improvements to its processes and plant technologies.
This application development is almost always setin the
context of commissions and therefore involves close li-
aison with customers, taking into account their require-
ments. The Linde Group pays particular attention to the
environmental compatibility of its production processes.
more than half of research and development projects
in the year under review were also aimed at achieving
environmental advantages.

To achieve these goals, Linde combines the skills in
its Gases Division with those in its Engineering Division,
whilst also involving leading institutions and companies
in various cooperation projects, Linde is focusing, in par-
ticular, on the use and production of environmentally
friendly H, as a source of fuel. When it comes 1o hydrogen,
Linde is also focusing on large-scale technical energy
storage and the further processing of basic materials for
the chemicals industry.

Once again during the year under review Linde was
able 1o demonstrate its pioneering role in environmentally

76

friendly hydrogen technology. A range of newly opened
hydragen filling stations in Germany, Austria, the US and
sweden are testimony to this. in October 2015, the joint
venture H,Mobility, which has its registered office in Berlin,
went into operation. This joint venture between various
induslrial corporations, including Linde, aims to gradu-
ally expand the network of hydrogen filling stations in
Germany. The aim is 1o have around 400 hydrogen fill-
jng staiions in operation by z023. The demand for Linde’s
hydrogen fuelling technology rose steadily in the period
under review. This also increased the utilisation of the
world's first small-series production facility for hydrogen
filling stations, based on the ionic compressor IC 20, which
apened in 2014. The facility produced around 30 systems
for various markets. Six systems were destined for the
Japanese market dlone thanks to a framework agteerhent
between Linde and the Iwatani Cooperation.

I July 2015, the world’s largest plant for the generation
of green hydrogen went into operation in EnergiePark
Mainz. The joint venture is seen as a lighthouse pro-
ject in the field of regenerative energy. The main aim
of EnergiePark Mainz is to use excess etectricity from
regenerative electricity sources such as wind pawer plants
lo separate water intg oxygen and hydiogen. The green
hydrogen generated in this manner can be stored and
then used later to generate electricity again, among other
possible uses.

The liquefaction of air is another technology that Linde
is enhancing in order to save energy. During this process,
ambient air is liquefied using electricity. It can then be
stored in ¢ryogenic tanks and converted into electric-
iy using an expansion turbine as and when required.
The main advantage compared with other storage tech-
nolagies is that liquid gas storage facilities can be set
up anywhere, with no geclogical restrictions. Werking
with a partner from the power station and energy sector,
Linde developed its first large-scale system during the
year under review and is preparing the corresponding
demonsiration. At the same time, Linde is already working
on the next generation of systems offering even better
perfarmance levels.

Over and above the innovations relating to products,
applications and services, the Corporate & Support Function
T&! pursues projects based on a broader understanding
of innovation. The development of the H,Bike, an electric
bike that runs on a fuel cell, bears testimony to Linde’s
expertise in using hydrogen as an energy source. Linde's
contribution to the fong-term commercialisation of hydro-
genalso includes the fact that it has created an attractive
application example.
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Gases Division

In the Gases Division, Linde invested £UR 84 minresearch
and development in 2015 (2014: EUR 72 m), focusing its
activities on four customer segments of particular stra-
tegic importance: chemicals & energy, metallurgy & glass,
food & beverages, and manufacturing.

Development projects focused on the development
and impeovement of environmentally friendty and sustain-
able production processes, e.q. by reducing emissions and
gas-based water purification. This area also includes PLAS-
TINUM Foam E, which replaces harmlul propellants such
as HCFCS J5ee Giossaky} Of HFCS [stF GLassary) with (0,

In addition, Linde forged ahead with intensifying and
boasting the efficiency of customer processes with the
aim of reducing energy requirements; increasing produc
tivity and/or making it more flexible and reducing the
total cost of ownership. Within this context, Linde devel-
oped solutions such as OXYGON XL in 2015. The solution
for ladle preheating in the metal industry is setting new
standards in terms of energy efficiency and flexibility.

The past reporting year also saw Linde make fufther
improvements to its technotogy for cleaning surfaces in
the manufacturing sectar. Dry ice (low-temperature car-
bon dioxide) is used for environmentally-friendly and sol-
vent-free cleaning. Linde was able to further strengthen
the CRYOCLEAN® product family as a result.

In the field of lightweight automotive construction or
additive manufacturing, Linde was able to support the
production of new, high-performance matertals, for ex-
ample. Llinde is working, among other things, on selutions
10 boost efficiency in the production of aluminium sheets
for the automotive industry.

Another focal paint of research and development
activities last year was improving quality standards
and the shelf life of foods along the entire value chain
using cryogenic freezing and refrigerating, as well as
protective packaging gases. In the year under review,
Linde expanded its market-leading CRYOLINE® series of
cryogenic freezers to include the CRYOLINE®SI immersion
|QF freezer. The CRYOLINE®SI is an all-in-one solution that
uses a liquid nitrogen bath followed by a tunnel freezer
for the highest-quality 1QF (individually quick frozen)
food products. The CRYOLINE®SI is suitable for high-vol-
ume IQF products, such as prawns, chopped, cubed fruit,
vegelables or meat and individual compaonents for the
manufacture of ready meals.

Increasing safety in production is also 2 key focal
point of Linde’s R& D activities. In the 2015 financial year,
Linde developed a nitrogen-based solution specifically
for targe-scale biomass silos that considerably reduces
the risk of fire and ensures that any pockets of fire can be
extinguished quickly and efficiently. One special project
in the 2015 financial year was the use of digitalisation
10 further develop the cylinder business. Linde had al-
ready developed a smart cylinder valve for the health-
care sector in the past. The knowiedge and experience
gleaned from the LIVTIQ technology pravide Lhe basis
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for a digitalised solution that can be used in anindustrial
context. Field testing of the EVOS™ DG cylinder valve
started in December 2015. Linde was awarded a prize for
the industrial design of the previous EVOS™ valve and
digitalisation is the next logical step. The smart cylinder
valve records key data such as the filling level and location
independently and sends this information to the cloud
ISEE 0{OSSARY).

in the food and beverages sector, the development
and commercialisation of SLOYOX Bropin mark a key mile-
stone. This technology can be used to pump additional
oxygen into the enclosures of sea water fish farms. The
additional oxygen helps to optimise fiving and growth
conditions for the fish.

The promotion of research and development also re-
mains 3 high priority for the healthcare business. Ongoing
improvements 1o licensed products, coupled with new
products and services, enable Linde to tap into new mar-
kets in this promising sector. In particular, the Group backs
research which facuses on the medical applications of
gases and on the development of devices and services
that address the needs of patients with chronic respira-
tory diseases.

with this in mind, Linde reopened its research fund,
which was launched in 2010, to new applications in the
2015 financial year and will be awarding further research
grants. The REALfund (REAL = Research, Evalve, Advance,
Lead) promotes clinical research and innovative research
projects in respiratory medicine and is aimed at doctors,
healthcare professionals and scientists, Around 40 appli-
cations were received from institutions across the globe
within a very short space of time, including applications
from highly renowned institutions.
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RESEARCH AND
DEVELOPMENT

Engineering Division

In the 2015 financial year, the Engineering Division spent
a total of Eur 48 m on research and development activ-
ities (2014: EUR 34 M). AS in previous years, this money
was primarily allacated to the development of new and
existing technologies in the product lines of natural gas
plants, air separation plants, olefin plants, and hydrogen
and synthesis gas plants. Linde is always tooking for ways
to make further improvements in the energy efficiency
and environmental credentials of its plants.

Linde also forged ahead with a pilot project, supported
by partners, relating to a substantially improved steam
reformer process for producing synthesis gas in the 2015
financial year. This procedure is said to allow synthesis
gas to be produced in a'more energy-efficient mannes
and producing fewer emissions while using less vapour at
the same time. In certain specific applications, €0, can be
processed as an additional feedstock, which has a positive

E27 RESEARCH AND DEVELOPMENT

impact on the environmental balance sheet. A pilot plant
has been commissioned for this project at Linde's site in
Pullach, involving an investment of FuR 5 m.

As part of the large-scale natural gas processing pro-
ject Amur (Amur GPP) in Russia, Linde has been able 1o
bring a new procedure for integrated natural gas separa-
tion and nitrogen removal to the commercialisation phase.
This procedure is characterised by a high CQ, tolerance
{evel and has the potential to play a key role in the future
exploitation of nittogen-sich natural gas reserves or the
use of tertiary oil recovery using nitrogen.

The 2015 financial year also saw Linde develop an
innovative procedure for the separation of helium from
natural gas and bring this procedure to the commercialisa-
tion stage. The method consists of integratied membrane
“and adsorption separation steps and allows even smaller
quantities of helium (o be produced in a cost-eftective
manner and independently of natural gas liquefaction
plants.

Expenditure (in EUR m}

Number of empioyees

2015 2014 2013 2012 2011 2M5 2014 2013 2012 2011
Gases Division sal 72| e8] 7| __ 7 | asrp 2a| 248 220
Engineering Division agf 34y na|l a2 wl | e 8|
GROUP 132 106 52 101 98| 348 390 367 _ 385 342

Linde AG

In the 2015 financial vear, Linde AG spent 2 total of
EUR 129 M (2014: EUR 128 MY Oon reseadrch and development
(R & D), which was slightly less than the amount spent by
The Linde Group (eur 132 m). Wherse subsidiaries conduct
research and development, they charge their costs to
Linde AG on a cost-pius basis. This mark-up is eliminated
at Group level. Licence fees paid 1o subsidiaries are also
eliminated at Group level.

R &0 expenditure in the Linde Gas Division came to
EUR 103 M in 2015 (2014: EUR 105 m). In the Linde Engineer-
ing division, Linde AG invested EUR 26 m {2014: EUR 23 M)
in the development of new and existing technologies for
all the main types of piant.

As at 31 December 2015, Linde AG employed a total
of 229 staff in research and development (2014; 233 em-
ployees). Of these, 118 employees (2014: 133 employees)
were in the Linde Gas Division and 102 employees {2014
100 employees) were in the Linde Engineering Division.
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Employees across the world i
factors which are‘crutial to Linde's long-term success are
the commitment, motivation and qualifications of its em-
ployees. Linde's personnel strateqy therefore focuses on
developing and promoting talent and providing attractive
working conditions.

At 31 December 2015, The Linde Group employed a total
of 64,538 staff, a decrease of 1,053 compared with the pre-
vious year-end. During the reporting year, Linde refined
its structures and processes. The aim is to make the Group
even more responsive to customess’ wishes and toincrease
its competitiveness and intensify its focus on growth ar-
eas. 11.2 percent of employees left the Group in 2015 at
their own request. Oepending on the region, this turnover
rate ranged from 2.1 percent in the Regional Business Unit
(RBU) Southern Europe to 22.7 percent in North America.
The overall staff turnover rate, which includes employ-
ees retiting and being dismissed as well as employees
reaching the end of temporary contracts, was 18.7 percent.

E28 EMPIOYEES BY SEGMENT AT THE BALANCE

SHEET DATE

31922015 31.12.2014

GesesQivision 52,395 53,436
EMEA e 979
_Asiafeacfic 0 mssl o ars
__Americas. e 19,795 _ 19,482
Engineering Division 7038|7330
Other Activities 5,105 4,825
GROUP 64,538 65,591

Remuneration and social benefits

The remuneration package of Linde employees comprises
not only a fixed salary component but also variable remu-
neration components depending on the position of the em-
ployee within the Group. Linde also offers its staff various
additional benefits in line with the overall and competitive
canditions in the different regions. These benetitsinclude
occupational pensions and cantributions towards heaith
insurance or medical screening. Personnel expenses
in 2015 totalled eur 3.528 bn (2014: EUR 3.536 bn), with
EUR 3.378 bn (2014: EUR 3.069 bn) attributable to salaries
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(inclyding social security contributions) and Eus 307 bn
{2014: FUR 293 M) to pensions. During the reporting year,
42.6 percent of the Group's staff were employed en the
basis of collective wage agreements (2014: 25,5 percent).

Linde ensures its employees’ remuneration is appro-
priate and in line with the market and conducts internal
and external comparisons of remuneration on a reqular
basis. Over the past few years, Linde has paid special
attention here to fair remuneration for female and male
employees in comparable positions.

Linde uses a Group-wide IT system 1o ensure fair staff
appraisals. This system includes for example performance
evaluations which are binding for managers and job eval-
uations, of all executive positions. The evaluations take

account of such criteria as transparency, equal opportu--

nities and pay in line with market conditions. Managers’
pay is based on the extent to which Group targets and
the emptoyee’s individual targets have been achieved.
Depending an the business area, sustainability targets
such as salety and diversity may also be relevant to the
calculation. Senior managers also participate directly in
the company’s growth in value through the Linde Long
Term Incentive Plan. In the 2015 financdial year, manag-
ers below Executive Board level invesied in 22,637 Linde
shares via the scheme. For each of these shares, the plan
participants are entitled to an additional Linde share on
the expiry of the four-year qualifying period.

Employees in more than 50 countries have access 1o
occupational pensions and healthcare benefits. Around
80 pescent of Linde employees are members of occupa-
tional pension schemes. Through defined benefit plans
[SEE GLOsSARY], 26,088 3clive employees are being paid an
occupational pension and a further 16,416 former employ-
ees have acquired a vested claim to a company pension.
In total, 29,115 pensioners are drawing an occupational
pension from the Group. At Linde, globally binding rules
apply to the madification, introduction or closure of pen-
sion plans. Any such measure must be agreed with the
Global Pension Committee, which is composed of the Chief
Executive Gfficer, the Chief Financial Officer and experts
in accounting, finance and human resources.

Winning talent

A key element of Linde’s human resources strategy is
1o recruit skilled emplayees and to increase fong-term
loyalty of its staff. The Group therefore cooperates with
universities and research institutions around the world
in order 1o attract newiy qualified graduates. Linde also
provides training opportunities in varigus technical and
commercial areas. In Germany alone, the Group offers
training in 21 different professions. in the year under re-
view, half of one year's cohort of apprentices and trainces
in Germany were taken on as permanent employees at
the end of their vocational training and a lurther a7 per-
cent were olfered a fixed-term contract. The number of
apprentices and trainees as a proportion cf the total
number of employees in the Group was 0.5 percent in
2015, of which 53 percent were in non-German campanies.
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In 2018, Linde is planning to increase the total number
ol new positions for new apprentices and lrainees in
Germany o 100. In 2015, 82 apprentices and trainees
waere recruited there.

tnthe year under review, Linde stepped up its activities
aimed at winning and retaining talented employees. Meas-
ures relating to its corparate culture which will enhance
its status as an attractive employer are one of the areas
on which it is focusing. Here, Linde relies on transparency.
under a pilot scheme in North America, Linde established
a presence in 2015 on a social media platform where ap-
plicants and employees can rate companies.

Professional development

Linde promotes the individual development of its em-
ployees. In 2015, the Group invested around ur 14 m'in
the professional development of its staff. Group-wide
prafessional develapment programmes ae provided
through Linde University. These cover such subject ar-
eas as personnel management, intercultural communica-
tions and diversity. During the year, for example, around
s00 managers in the Regional Business Unit (RBU} South
Asia & ASEAN took part in training on handling change
processes within the Group and more than 8o employees
and managers in North America completed training on
intercultural communications.

As part of the Group-wide Six Sigma programme, Linde
provides employees with training to successtully identify
opportunities for improvement in all areas of the Group,
from production 1o administration. Projects during the
year focysed en more efficient processes and the quality
of products and services. In 2015, Lean Six Sigma training
was delivered to more than 1,100 employees. Over 800 0p-
timisation projects were completed, leading to total cost
savings of more than eur 40 m.

Work-life balance

Linde helps its employees achieve a better work-life
balance by providing a wide range of oppoitunities
worldwide. In particular, these include flexible working
models such as flexitime, part-time work and teleworking
arrangements. Part-time employees accounted for around
2 percent of the workforce in 2015. In the Corporate Centre,
a new company agreement came into effect during the
financial year, making it possible for employees to work
from home under certain conditions. In Germany, a total
of 434 employees toak parental leave during the year,
a2 percent of whom were fathers. In the same period,
209 employees in Germany returned to Linde after a period
of parental leave.

The Group also focuses on helping employees who are
reliant on childcare or have a family member who requires
care and on providing assistance during pefieds of poor
health or social hardship. The measures taken by Linde are
designed 1o suit the specific local situation and demands
on the Group. tn Germany, Linde provides its employees
with a childcare subsidy. A service bureau is also available
to help employees find appropriate childcare places and
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10 provide care in exceptional circumstances. Since the
introduction of the service in 2007, the bureau’s services
have been used mare than 2,200 times.

Linde promotes the physical and mental health of its
employees in many countries. Advice on <oping with fam-
ily crises and addiction problems is provided, for example,
and the Group has also introduced initiatives designed to
prevent illness. In 2015, events were held, for example, in
the South Pacific region covering areas such as mental
health in the workpiace and conflict resolution.

Diversity

As a group with global operations, Linde relies on em-
ployees who understand local markets and customers
and use their different experiences and perspectives to
enrichthe work of their team. Al 31 Decerber 2015, em-
ployees from 134 different countries worked in the Group,
while 64 nations wese represented in the German com-
panies alone. The propottion of senior managers fiom
countries other than Germany in The Linde Group was
around 7o percent in the reporting year, with 49 nations
represented at this level. In 2015, around 200 Linde em-
ployees were sent on secondment 1o subsidiaries abroad.

Linge’s executives play an important role in promoting
diversity. On the Executive Board, Thomas Blades is re-
sponsible for Diversity & Inclusion. For a number of years,
diversity has been an integral part of Linde’s executive
development programmes. L is also considered when
employee evaluations take place. In the Asia/Pacific re-
gion, which comprises 15 countries, the Group launched
an initiative in 2015 on diversity in the workplace which
involved talks, mentoring schemes and workshops and the
setting up of women’s networking groups. In the United
Staies, Linde promoted inter-generationat exchange pro-
grammes and exchanges between African American and
Latin American colleagues.

An important priority for Linde in the area of diver-
sity is to increase the number of women in management
positions. As part of a joint initiative set up by all 30 DAX
companies in Germany, Linde set itself the target in 201
of increasing the proportion of women in senior man-
agement positions to between 13 and 15 percent by 2018.
In 2015, the proportion of women in senior management
pasitions was 14.8 percent. During the reporting year, the
Group replaced this target with more detailed targets for
the two upper tiers of management. The proportion of
women ir the first management tier below the Executive
8oard shouldrise to 14 percent by 2017 and 18 percent by
2022. In 2015, the proportion of female senior managers
in this tier was 11 percent. In the second management tier
below the Executive Board, Linde wants the praportion-of
wamen to be 17 percent by 2017 and 22 percent by 2022,
This figure was 16 percent in 2015. In order to meet these
targets, the Linde Executive Board is supporting various
employee initiatives promoling women. These include
cross-departmental networking events and training pro-
grammes for women with management responstbility o
leadership potential. An'internal mentoring programme
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was taunched in 2015 in Germany. Experienced managers
provide support particularly to women to enable them
10 continue to develop their personal and professional
skills. This programme should be expanded in 201s. The
proportion of women taking part in the Global Leader-
ship Development Circle, the development programme
for senior managers, came 10 23 percent in 2015 (2014:
27 percent). In accordance with statutory regulations, the
Group has also set itself targets for the proportion of
women on the Supervisory Board and Executive Board.
Maore detailed information abeut these targets is given
in the CORPORAIF GOVERNANCE DECIARATIUN AHD CORPORATE
GOVERNANCE REPORT ON PAGES 17 T0 18,

Involving employees

Linde relies on the experience of its employees-and dia-
logue with its staff to implement improvements and re-
spond to change. With its People Excellence initiative,
Linde supparts the willingness of its emplayees at all
levels of the company to engage in continuous eain-
ing and change. Among other things, this programme
aims to provide professional development opportunities
for managers and to devise schemes which recognise
exceptional pecformance. Between November 2014 and
february 201s, around 180 employees were trained as
people Excellence Champions. Their expertise shal! help
managers ta plan and implement measures which will
contribute towards enhancing employee commitment and
perfarmance. Linde awards employees around the world
who make a particular effort to uphold its corporate goals
and corporate values. One of the prizes awarded by the
Group in 2015 was to a project team in China and Korea.
The team, which runs numerous talent and employee de-
velapment schemes, contributed to Linde being selected
as one of the so best employers in those countries by the
Top Employers Institute.

Linde strives to work together with employee rep-
resentatives and trade unions on the basis of partnes-
ship and trust, aiming to reconcile the interests of the
Group and of the workforce. Linde's system of employee
representation in Germany is two-tiered, consisting of
a central works council for the Group as a whole and
works councils in the decentralised units. Cross-border
issues are dealt with by Linde’s European works Council,
which currently has 27 members and protects the rights
of employees in Europe to information, consultation and
advice. There are regianal-level works councils in many
other countries.

Employee satisfaction is a key faciorin Linde’s success.
Open feedback from staff enables management and the
Group to continue to develop. Linde therefore conducts
global employee surveys on a reqular basis. The Group
also encourages its employees to play their part, bringing
their knowledge and ideas to the company 1o introduce
improvements and innovations. A cross-departmental
team in Germany developed a new concept for idea man-
agement in 2015. This cansists of a new process to select
those ideas for improvement which will be implemented
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from the suggestions submitied by employees as well as
for rewarding for the best ideas. This new concept shall
be introduced in 2015.

Occupational safety and heolth protection
One of the key aims of Linde’s global safety management
is to protect its employees. The Group has therefare set
out global standards governing occupational safety and
healih protection. Linde carries out risk assessments and
audits to ascertain whether the fight conditions are in
place to ensure safety at work. In 2015, audits were con-
ducted al 52.6 percent of Linde’s operating sites (2014:
s7.4 percent),

Linde has set itself the target to continuously reduce
the number of workplace accidents resuliing in Tost work-
ing gays-per million hours worked by employees by 2020,
The reference year is 2012. In 2015, the rate of workplace
accidents at Linde sites around the world per millian hours
worked was 2.7 (2014: 2.4). The equivalent figure for con-
UACtors [SEE GLOSsARY] dUTing 2015 was 2.2 (2014: 1.8). It is
with the deepest regret that the Group must report that
two Linde employees lost their lives while working for
the Group in 2015 in road accidents in Brazil and Tunisia.

As part of its global safety initiative, Linde has launched
numerous measures designed 1o cantinue to reduce safety
risks and to reinforce the importance of personal respon-
sibility and safety-conscious behaviour. Around 30 to
50 percent of workplace accidents and chronic illnesses at
Linde can be attributed to manual or repetitive activities.
Many of the Group’s health protection initiatives there-
fore focus in particular on the risks associated with such
activities, One such initiative in 2015 was the introduction
of powered movers at 25 sites in North America for lifting
and transporting cylinders containing liquefied oxygen
welghing up to 360 kilograms. These powered machines
aliow employees to avoid heavy physical exertion. In the
Gist Division, 99 percent of perscnnel handling heavy
loads received training on how to do so safely in 201s.

During the financial year, Linde devised a new health
care management programme. The initiative focuses on
areas such as work-life balance and preventive measures
to enhance health protection. Starting in Germany in 2016,
emplayees shall be offered a broad range of options as a
result of this initiative.
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Labour standords and human rights

Linde commits to the principles of the UN Human Rights
Charter. It also seeks to ensuse that working conditions
within the Group comply with the care labour standards of
the International Labour Organisation (1LO) and with other
international obligations and industry standards. Linde
conducts reqular reviews across all regions to establish
whether processes have been set up to ensure compliance
with labour standards. The Group’s central guidelines take
human rights into account. These gquidelines include the
Code of Conduct, purchasing guidelines and purchasing
agreements, the Integrity Line Policy [sFF GiossARY} and
Group risk management. in the Group position on human
rights adopted in 2014, the Group describes the processes
which confirm its commitment,

Over the past three years, more than 200 audits have
been conducted at the Group’s business locations which
covered social tapics such as the avoidance of child fa-
bouf and the provision of safe, faic working conditions.
To detect potential weaknesses, Linde also evaluates the
information supplied to the Integrity Line. This is a service
which employees and external stakeholders can yse to
report any breaches of the Group's commitment. Around
26 percent of the reports received via the service line in
2015 felated to human respurces issues. Invarious regions,
Linde took steps o raise employee awareness. During the
financial year, for example, more than s50 employees in
India attended training on workplace harassment.

Social commitment

Linde is involved in a variety of projects around the world
nearits business locations. its main focus is on education.
The Group also supports selected initiatives in areas such
as safety, environmental protection, health and social
affairs as well as some cultural projects. Cross-regional
involvement in such projects is managed by the Group’s
Corporate Cenire, while local initiatives are coordinated
by employees in the region concerned. In 2015, Linde
provided funding of several million euro for projects and
initiatives woildwide, of which around EUr 2.4 m was do-
nated by the Group. As a result of its social commitment
during the year under review, Linde was able to reach, to
provide an example, more than 125,000 children, school
pupils and students.

Education and research

Linde supporlts science education projects in several
countries, for example exhibitions, scientific or technica!
experiments, or competitions. The Group provided foun-
dation capital of gver tur 8 mto set up the Carl von Linde
Academy at the Technical University of Munich. By the
end of the summer semester of 2015, around 18,000 stu-
dents had attended courses offered by the Academy. The
institution provides engineering, IT and natural science
students with key skills that extend beyond the limits of
their theoretical subjects, covering such areas as innova-
tion and business ethics. In Munich, home to the Group’s
Corporate Centre, Linde is also a founding member of the
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Deutsches Museum Future Initiative, the aim of which is
to modernise the largest technology museum in the world.
By 2018, it will have provided financial backing of eur 5 m.
Linde has alse formed a public-private partnership with the
schloss Hansenberg boarding school in Hesse, Germany.
The schoo! fosters the talents of pupils with particutarly
strong academic and social skills. Since the beginning of
the Group's involvement in 2004, mare than 600 pupils
have campleted their education at the school.

In 2015, for the fifth consecutive year, Linde supported
the Shell Eco-marathon, a competitian for young engi-
neers which promotes sustainable mobility and takes place
every year in several regions of the world. As a global
partner, the Group assumed responsibility for supplying
the hydrogen to fill the tuel-cell vehicles used in the
competition, while Linde engineers supported the event
organisers and participants by providing technical exper-
tise. In the United States, Linde sponsored a competition
where school pupils designed their own hydrogen-pow-
ered model cars. More than 200 school pupils tock partin
the event which aims to promote interest in mathematics
and technical subjects.

Safety

As a company which places special emphasis on safety,
Linde is involved in a number of road safety projects. Sev-
eral thousand children in the UK have taken part so far in
the Child Road Safety Programme arganised by Gist, Linde's
logistics division. Under this scheme, truck drivers visit
primary schools, bringing their vehicles with them, and
talk to pupils about road traffic risks. In 2015, Gist received
an award for this programme from the charity Brake which
campaigns for child road safety.

As a founding member of a road safety initiative, Linde
enables young people in Austrafia and New Zealand to
receive safety training just befare they 1ake their driving
test. Each year, around 50,000 school pupils take pastin
the scheme.

Improving living conditions and health

In many countries, Linde supports projects which help to
improve living conditions for the peaple in that particular
region. During the financial year, for example, the Group
sponsored a project in India which helps women learn to
read, write and count so that they have the skills to find
employment. In several regions, Linde continued to do-
nate products such as medical gases and medical devices
for charitable purposes in 2015.

voluntary work and disaster relief

tinde supporls the voluntary work of its employees, for
example, by granting staff time off work as well as in
same regions by matching employees” donations. in
2015, over 1,300 Linde employees volunteered around
the world. Alter the earthquake in Nepal in April 2015,
employees and the Group donated a total of around
EUR 160,000 35 a result of various initiatives to charita-
ble organisations.
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E29 ADDITIONAL INDICATORS ABOUT EMPLOYEES

2015 2014
Structure of the workfoice
Agestuctwreof thestaf . ____ . . - - .
_staffyptosoyearsold _ . _ .. _in% 17.6 184

Staff between 31 and 50 years old L _in%k LEXY _._Sl'ri
Tsaltoversoyearsold . _inw 28| 7 zaa
Temporary stafl S . % gaf . 86
Par-time employees e R in 19 2
Number of employees in Germany ~  ______ _ . ) . : 861} 8090
Employees on parental leave in Germany (at3i2) . 434 369
Apprentices and tainees in total workferce A in % vy D9
Apprentices and trainees in Germany . nw 3.0 3.2
Pioportion of female employees . . - -
_in total workforce T 29.3 287
_in_GﬁeﬁrrEnAy_ i o in% 254 25.4

in senior management positions e S in% 14.8] _ 13.9
wationalities of employees inGermany . 6 65
Non-German nationalities in senior management positions ~ _ . _ __ __ . _in% [5:5:3 N A E
severely disabled employees jn Germany | in% EX2 3.4
staff covered by collective wage agreements N - int% 2.8 46.5
Empioyee retention and training
Number of new hices o _ 11,554 12,049
_thereofwomen % 45.5 46.2
Staff turnover rate’ o _inw w2l 100
Average length of service i _ . _dnyews 9.0 B 8.4
employees who have taken up training epportunities % 5691 662
Average raining days (peremployes) .. . - IS
Average expenditure on L1aining programmes (per employee) in EUR 384.2 349.8
QOccupational safety and health protection

pet million

Workplace accidents with at least one day of employee absence - howrs worked 27 24
workplace accidents with at least one day of employee absence 365 318
Fatal industrial accidents of employees ___“__ _ i . . 2 2
fatal industrial accidents of contracters o 1 ’ 3
Noumbert of days sick leave (per employee) ) 5.6 ) 5.3

« the staff turnover rale relales to employees who have left the Group veluntarily during the linancial year.
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SAFETY AND
ENVIRONMENTAL
PROTECTION

Strategy

Linde has set up a global management system for safety
and environmental protection based on guidelines and
standards which apply worldwide. The Graup focuses on
minimising safety risks and reducing its environmental
impact as weli as on ensuring efficient use of energy, re-
sources and materials. Linde's products and technologies
also support customers’ efforts to make their business
processes safer, more efficient and more environmen-
tally friendly.

Linde conducts audits worldwide to verify compliance
with the prescribed standards. 1n order to identify areas
of weakness, Linde records incidents which have particy-
tar relevance for safety and environmental protection. In
addition, near misses from which Linde can learn lessons
are documented. To ensure that it is prepared for events
such as natural disasters, serious ¢rime and pandemics,
the Group alse draws up risk management plans. Linde's
top priofity is the protection of its employees, business
partners, neighbours and property.

The Group cooperates with the authorities in the areas
surrgunding its business locations on safety and environ-
mentai protection. In the course of the reporting year, for
example, it carried out safety training or emergency drilis
at around 7o sites worldwide, in conjunction with fire bri-
gades or other local organisations.

within the framework of its global safety initiative,
Linde conducted a worldwide survey amang its senior
managers at the beginning of 2015 about the Group's salety
culture. Based partly on the results of this survey, exist-
ing targels and performance indicalors were reviewed
and redefined. Training schemes and awareness-raising
activities with a regional focus support Linde in its goal
to eliminate workplace accidents and traffic accidents. In
the Regional Business Unit (RBU) South Asia & ASEAN, for
example, some 6,000 employees and centractors in 80
locations took part in a Safety Day during the financial
year. Within Linde Engineering, training was provided
in 2015 in several regions to executives, employees and
contractors on construction sites on how to handle safety
issues and manage the risk of accidents. To increase the
sense of personal responsibility of all executives in the
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operating business units of the Group still further, Linde
has sel safely targets which are linked to the execu-
tives’ salaries.

Once again during the reporting year, Linde received
several awards in recognition of its commitment to safety
and environmental protection. In the UK, for example, the
Group won an Occupational Health and Safety Award from
the Royal Society for the Prevention of Accidents (RoSPA}.
The organisation highlighted the involvement of Linde
employees and the commitment of its leadership.

Production

Linde experts work at focations around the world to iden-
tify and assess risks that may arise from production. In
addition, the Group has introduced the Major Hazaids
Review Programme (MHRP, ser o/ 21sak1) Lo record the
greatest potential hazards on a uniform basis worldwide.
The Group-wide system enables Linde to set up control
mechanisms to minimise the risks arising from its plants.
By the end of 201s, the Group had certified more than
90 percent of the relevant plants in accardance with the
MHRP process. In the course of the reperting year, Linde
alsostarted to introduce a global standard for quantitative
fisk analyses on its siies.

Linde pays attention to production safety from the initial
planning stage of its new plants. This includes the effective
protection of particularly sensitive ecosystems. In the re-
porting year, Linde conducted a review of more than soo of
its production sites worldwide. The aim of the review was
to establish whether any of these sites are located in the
vicinity of international protected areas. None of the sites
investigated lay within or in the vicinity of a particularly
sensitive protected area as defined by ihe International
Union for Conservation of Nature (IUCN, seF GLossARy).

During the reporting year, around 1,400 safety, environ-
menial protection and health protection audits were carried
out gn the Group's sites by Linde itself or by third parties.
the Group’s internal audits are conducted in accordance
with the provisions of the international certification pro-
cesses for quality, environmental management and safety
{150 9001, 150 14001 and QHSAS 18061). Several of Linde’s
sites also have external certifications. tn 2015, additional
sites, for example in Ecuador, China and Romania, were
externally certified in accordance with environmental man-
agement siandard iSO 14001. The Group’s plants suppiying
carbon dioxide to the food industry for the production of
carbonated drinks are certified to the food safety system
certification F55C 22000

Transport

The global safety management procedures at Linde also
cover the transportation of products. The Group works
constantly to bring down the aumber of transport inci-
dents. In 2015, 3s part of its giobal safety initiative, Linde
reviewed its performance indicators and taigets. Unlil
now, the Group’s target has been to halve the number of
preventable serious transport incidents per million kilo-
meties travelled by the end of 2017 compared with zo12.
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In future, incidents previously classified as non-prevent-
able will be included in a new five-year target yet to be
defined. The Group is planning to communicate the new
target in the 2016 Annual Report at the latest. According
to the new definition, Linde has been able to reduce the
frequency of all serious transport incidents per mitlion
kilometres travelled since 2012 by around 16 percent. To
improve transport safety, the Group has defined a num-
ber of different measures. Linde constanily reviews local
and global operating standards for driving and vehicle
activities and integrates them into its global standard da-
tabase. In 2015, Linde's safety standards were enhanced,
for example, 1o reduce risks arising from in-vehicle dis-
tractions. The Group also provided training during the re-

porting year to support the glabal directive on the fitting _

and-use of vehicle mirrors within its commercial vehicle
fleet. This initiative aims to reduce the risks from blind
spots around vehicles.

Drivers employed by tinde’s transport service pro-
viders also participate in the Group’s reqular education
programmes on transport standards. Since 2007, uniform
safety and operational standards have applied throughout
the Group to drivers warking for Linde's transpost service
nroviders. Compliance with these standards is a condition
set out in the purchase agreements made with these con-
tractors. In the reporting year, the Group also expanded
its defensive driving training programme beyond com-
mercial vehicle drivers, making it compulsory for drivers
of all vehicle types. Over the past three years, Linde has
provitded training to more than 15,000 passenger car and
light vehicle drivers worldwide.

In order to obtain information vital to the improvement
of transport safety, Linde launched courses in 2015 de-
signed to improve the skills of the Group’s internal incident
investigators in several countries, including some in Asia.
The aim is to conductincident investigations consistently
throughout the Group. Linde is planning te extend the
caurse to North and South America in 2016.The Group is
also investing in technology which will provide information
that will help determine the causes of incidents. By the
end of 2015, Linde had fitted on-board camera recording
systems to a quarter of its global commercial fleet. The
proportion of the fleet fitted with such systems is expected
to increase in 2016. Once again, Linde recognised many
drivers in various regions in 201s for their persanal com-
mitment to safety and their incident-free records.

Product stewardship

Linde monitors product safety along the entire product
value chain. The Group's global standards relate not only
to the manufacture of products and their transportation,
but alsa to the use of those products. Linde examines
potential risks which might arise from existing products,
products which are used in new applications or new prod-
ucts which have recently been launched onto the mar-
ket. Key aspects to consider when the Group conducts
risk assessments are the quantities of producis sold and
the properties of products such as toxicity. For lacations
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where particularly sensitive chemicals are produced of
handled, Linde has devised standardised product safety
risk assessments,

1n 2015, Linde developed a new global guideline on
product stewardship, which brings together existing pro-
visions relating te the handling of products.

During. the reparting year, the Group-aiso continued
10 work on safety initiatives relating to acetylene gas cyl-
inders. In various countries, tinde is testing the use of a
new type of sealing cap for acetylene cylinders which is
better at preventing damage to the valves and gas leaks
when the cylinders are being transported in customers’
vehicles. Inzo14, the Group had already launched a training
initiative 10 raise awareness among customers of potential
risks which might arise when acetylene is transported. A —
total of around Eur 40,000 was invested in these measures.

Linde holds around 25,000 safety data sheets for its
products in a variety of languages. The Group is currently
implementing new software ta help develop an automatic
system far generating consistent product information in all
regions by the end of 2016 in a!l the languages required. De-
pending on the risk potential, Linde also assesses whether
conditions are in place for the proper handling of gases
on customer sites. In addition, the Group offers services
such as inspection, maintenance and repairs relating o
the supply of gases to the customes. Linde also organises
training for both its employees and its customers to pro-
mote the responsible handling of its products. Through an
in-house training programme, around 6,500 participants
in ten European countries received instruction in 2015 on
how ta handle gases safely.

International standards

The Group continyously checks that it is complying with
legal requlations. Linde provides information on a global
internet platform about how it complies with the provisions
of REACH /sef ciussany], the EU Regulation on chemicals.
The Group is currently preparing for the third registration
phase in 2018. Only a small number of the substances pro-
duced by Linde is required to be registered under REACH.
To ensure the successfulimplementation of the provisions
of REACH, Linde also seeks to engage with customers and
suppliers and works together with the European industrial
Gases Assaciation (EIGA).

Wwhen operating produciion plants for medical gases,
Linde’s Healthcare product area complies worldwide with
Good Manufacturing Practice jsee Grossaryj for pharmaceu-
tical products. As the legally responsible manufacturer of
medical devices, Linde is implementing the requirements
of the European RoHS Directive (Restriction of Hazard-
0us Subsiances, sef gtassary) in its Healthcare business
around the world.

Through its product stewardship programme, the
Group also supports the Global Product Strategy (GPS,
see 61ossary) devised by the International Council of
Chemical Associations for the safe handling of chemical
substances and the United Nations’ Globally Harmonised
System (GHS) of Classification and Labelling of Chemicals.
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Suppliers

tinde has business relationships with suppliers in more
than 100 countries. When selecting suppliers, the Group
considers nat only commercial criteria such as quality, price
and availability, but alsg aspecis such as safety and envi-
renmental protection. 'n 2013, Linde introduced a global
Code of Conduct far Suppliers, setting out minimum re-
quirements in the areas of safety, environmental protection,
labour rights and human rights, and corporate integrity.
New suppliers automatically sign up to the Code of Con-
duct and there has been a continual process of ensyring
that suppliers with whom contracts were signed priof to
2013 need tosign up to the Code, By the end of 2015, more
than three quarters of all Linde’s strategic suppliers had
signed up to the Code of Canduct. During the financial
year; the Group provided training on the implementation
of the Code of Conduct far Suppliers to areund 20 percent
of employees working in procurement,

Evaluating suppliers

Linde conducts randem checks to ensure that its sup-
pliers are complying with the guidelines set out in the
Code of Conduct, focusing on suppliers with a higher risk
in areas such as environmental protection, safety and
social responsibility. During the financial year, the Group
reviewed just under 1,000 suppliers to ensure that they
complied with its guidance on environmental protection,
social issues and other issues relating to sustainability.
Linde investigates breaches of the Group's requirements
by its suppliers. when conducting audits of construction
sites in 2015, Linde identified around 200 deviations, some
of which related for example to work permit proceduses
and construction traffic. The Group then warks together
with the contractors affected to devise measures tg im-
prove the situation and to monitor their implementation.
Six cases were reported in 2015 via the Group’s Integrity
Line relating solely to supplier relationships. (n one case,
the supplier relationship was terminated.

Linde also involves selected suppliers in the training
it delivers on safety and environmental management. It
included, for example, more than 1,000 employees of con-
tractors in its global initiative, which aims to strengthen
awareness of safety on construction sites in the Linde Engi-
neering division. Contractors’ drivers participate intinde’s
own driver education programmes and training. Measures
such as these are designed to ensure that suppliers comply
with the Group’s requirements and that Linde helps its sup-
plieis to improve their performance. During the financial
year, the Group worked together with 2s selected suppliers
10 develop business continuity plans. These should ensure
that the best possible way is found to resume business
operations following unexpected events such as natural
disasters. The aim was to identiify any potential risks and
to remedy any weaknesses in procurement processes. A
number of changes were made as a result, with some sup-
pliers introgucing back-up systems for critical processes
and increasing inventory levels of finished products and
citical equipment parts.
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Raw materials

Efficient use of resources enables Linde to reduce its en-
vironmental impact and cut costs. The mostimpaoriant raw
material used by the Group in the production of its gases
is air. More than 8¢ percent of the weight of gases sold by
Linde in 2015 was derived from this renewable resource.
In the case of carbon dioxide, another of the Graup’s main
products, around 8o percent af the raw material required
is recovered from recycling processes. Anather major raw
materiat used by Linde is natural gas. In addition, key
materials processed include steel and atuminium, which
are required in particular for the manufacture of compe-
nents used in plant construction. In order to manufacture
products, the Group’s mast important inputis energy. The
main packaging material used by tinde is gas.cylinders.
In general, these are re-used. A typical tinde cylinder
has a lifespan of many years and is refilled on average
four times a year. Currently, there are around 25 million
tinde cylinders in circulation. Linde examines its supply
chain for conflict minerals fsee Grossany) listed in the US
Dodd-Frank Act. Against this background, for example, all
Linde Electronics suppliers are required to confirm that
their products are conflict-free. Linde checks that this is
indeed the case in the course of its reqular supplier audits.

Renewable raw materials

Linde technologies underpin ihe use of renewable energy
and renewable raw materials. For example, the Group is
participating in a pilot project launched in 2015 in Mainz,
Germany. in whatis currently the largest electrolysis plant
in the world, surplus renewable energy, especially wind
power, is being converted into hydrQgen. seg RESFARCH AnD
DEVFLOPMENT, PAGE 7610 SCandinavia, Linde customers
have been able to purchase hydrogen produced entirely
from renewable energy such as wind power since 2014,
which is certified with a guaraniee of origin.

Energy and climate prolection

Linde is working on making more efficient use of resources
and reducing greenhouse gas emissions. To do so, it relies
on global energy management of plants and processes
around the world. The Group provides its customers with
gases and technologies which decrease the consumption
of natural resources and encourage the use of renewa-
ble energy.

The Linde Group controls its energy consumption and
greenhouse gas emissions worldwide and reports thereon
based on the standards set out in the Greenhouse Gas Pro-
10col fser Grossaryvy. To make the €O, balance sheet of the
main air gases transparent for its cusiomers, the Group
uses a standard formuta which has been externally cer-
tified. In 2015, Linde was included in COP’s j5Ff GrossARY}
regional Carbon Disclosure Leadership DACH index for the
fourth time in a row. Through this index, the independent
organisation recognises the quality of companies’ report-
ing on climate protection.
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Global targets

around so percent of the Group's total (0, emissions are
by-products of electricity generation by energy providers
and are reported by Linde as indirect emissions. Most of
this electricity is required for the operation of the compa-
ny’s more than 400 air separation plants. Linde has already
exceeded the glabal target it had set itselt of improving
the average energy intensity of the Group's air separation
piants by s percent by 2017, By the end of 2015, Linde had
achieved efficiency improvements of more than s peicent
compared with the reference year 2008. The benchmarkis
the global average efficiency of the air separation plants
operating at the design plant load. The Group achieved
the target mainly through centinuous improvements in
efiiciency in the air separation plants newly brought on
stream: for example, by using more efficient compressors
and turbines.

Direct emissions at Linde stem mainly from steam re-
forming in hydrogen and synthesis gas plants (HyCO plants,
seE GLossAry). The Group achieved the target it had set
itself of increasing the energy efficiency of its HyCO plants
installed around the wosld by 2 percent by the end of 2015.
Linde had increased the energy efficiency of the plants
concerned by 2.7 percent by the end of the reporting year
compared with the reference year 200s.

The Group has set itself a new climate pratection tar-
get; By 2020, tinde is seeking to avoid a total of s million
tonnes of €0, emissions compared with the year 2009. To
meet this target, the company is focusing on technical im-
provements in plant design and more efficient production
processes in its HyCO and air separation plants.

another key focus of the Group's climate protection
measures is the transportation of products. Linde’s own
transport fleet and transport service providers carrying
Linde goods covered more than 1 billion kilometres in 2015,
Optimised routes, betier use of transport capacity and de-
fensive driving training helps the Group reduce the number
of kilometres travelled, cut the amount of fuel consumed
and bring down the level of transpart emissions.

Energy consumption

As an energy-intensive company, Linde requires a reliable
and competitively priced energy supply and is constantly
reviewing the energy efficiency of its production processes.
The Group’s energy consumption rose by around + percent
in 2015 compared with the prior year. In the financial year,
tinde iook partin the European Union’s Emissions Trading
System sfe Giossaey| at seven of its hydrogen production
sites. There were around 1.1 million tonnes of €O, emis-
sions at these plants during the year. Linde was allocated
emissions allowances for around 0.9 million tennes of €O,
tn 2015. Further certificates were purchased.

In the reporting year, Linde identified around 200 pro-
jects that helped reduce the Group's energy consumption
and €O, emissions. Implementing these projects saved the
Group costs of over eur 23 million in z015. For example,
Linde has increased the energy efficiency of compres-
sors at 14 production sites. This was done by replacing old
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installations with new and more energy-efficient models.
As a result of these projects alone, the Group achieved
cost savings in the financial year of over euR 1.6 m.

In Europe, Linde has worked on the implementation of
the provisions of the European Union's Energy Efficiency
Directive (EED) in 2015. These include regular energy au-
dits for companies at production sites, distribution sites
and offices, or alternatively cestification in accordance
with 150 50601, The global standard testifies to sysiematic
energy management, which allaws efficiency potential to
be recognised. Since 2012, around 8s percent of Linde Gas
production plants in Germany have been certified accord-
ing to 150 sooor. The Group is also exploring the use of
renewable energy, the current levet of which largely re-
flects the energy mix applicable in the various regions. In
the Us state of California, Linde won the 2015 COOL Planet
Award presented by Southern California Edison and non-
profit organisation The Climate Registry {5¢F ciossarr}in
recognition of its energy management and commitment
1o reducing greenhouse gases.

Products

Linde offers its customers various sotutions to make pro-
duction and energy generation processes mofe environ-
mentally friendly. The Group’s gases and technologies
help customers reduce emissions to a large extent. In its
oxyfuel plants, which are used far example by the glass
and steel industries, the combustion air is enriched with
oxygen, resulting in much more efficient combustion than
if normal ambient air was used. Hydrogen produced by
Linde is utilised by the il industry in fuel desulphurisation.
Desulphurised fuel combined with 3 filter cuts emissions of
soat particles, which like €0, conteibute to the greenhouse
effect. in 2015, the use of these two technologies alone
by Linde customers avoided around 30 million tonnes of
€0, emissions. Linde products are also deployed in the
mobility sector to reduce envirenmental poliution. The use
of liquefied natural gas (LNG, sef ciossagy) of hydrogen

reduces or eliminates emissions from cars, buses, trucks

and ships. Linde is investing in this area as well as in

the development of forward-looking, efficient refuelling

technalogy. It is also cooperating with partners to set up

a supply infrasteucture, In addition, Linde is researching

prajects invelving the recycling and storage of €Q,.1n

Germany, the Group apened the Linde Pitot Refarmer re-
search facitity in Pullach in 2015. New processes for the

production of synthesis gas fsfe 6tossaeyjusing CO, will

be tested at this facilily. sFF RESFARCH AND DEVELOPRIEN],
BAGE 75
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Emissions to air

tinde monitors emissions worldwide not only of green-
house gases but alsa of air pollutants in accosdance with
relevant local fegislation. Normally, the operation of the
Group's air separation plants results in hardly any direct
emissions to air. Other production processes, tor example
in hydragen plants and sieam boiless, can result in emis-

- signs of inorganic-gases-such:as-carbon-monoxide (C0);

sulphur oxides (50,) and nitrogen oxides (NO,). Volatile
organic compounds (VOC}) are mainly released during the
coating and cleaning of metals such as those used in gas
cylinders, storage tanks and plant components,

Linde works together with its customers and with sci-
entific and reseaich pariners to develop solutions which
will reduce emissions to air. LoTOx™ technology is being
used, for example, to capture and store-nitrogen oxides
from waste gases arising from combustion processes. By
the end of 2015, Linde had installed more than 30 such
systems in customers’ plants around the world, especially
in the United States and China. These systems are capable
of preventing more than 17,000 tonnes of NO, per annum
being emitted into the air.

Water
Linde works continuousiy to ensure the efficient use of
water on its sites and to reduce emissions {o water. More
than gs percent of Linde’s water requirement is used in
cooling processes. Mast of this coaling water is just heated,
and can subsequently be fed back into the water system
without the need for further treatment. The Group takes
care to ensure that the temperature reached does not pose
any risk Lo the surrounding ecosystem. The rest of the
company's water requirement is used in the manufacture
of products, as a source of steam and in office buildings.
Total water use in 2015 was around 81 million cubic
metres (2014: 682 million cubic metres). Of this amount,
water consumption excluding once-through water came
to around 52.8 million cubic metres (2014: 50.7 million cu-
bic metres}, tinde uses closed-loop systems as a means
of reducing its water consumptian, as these enable wa-
ter to be used several times. The amount of waste water
reported at the Group's locations worldwide in 2015 was
around 14,0 million ¢ubic metres (2014: 13.2 million cubic
metres). in accordance with the regulatory requirements
on site, Linde measures emissions of phosphates, nitrates
and organic compounds to water.

Initiatives for efficient use of water

During the reporting year, Linde reviewed water supplies
atits key production sites worldwide. lust under one fifth
of these sites are in regions which experience water stress
of water scarcity according to the definition of the World
Business Council for Sustainable Development (WBCSD,
SEF 610ss4RY). In Europe, Linde experts in plant construc-
tion, water and water chemistry joined forces in 2014 to
create an interdisciplinary network. The aim of this project
is to optimise the use of water and cooling water systems.
Since the beginning cf the project, Linde has inspected
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39 plants at19 locations in the region and has implemented
2 number of improvements. In two air separation plants,
the quantity of water and waste water being processed
has been reduced by 13,000 cubic meires per annum as
a result of optimising cooling circuits, equivalent to cost
savings of around eur 15,000. The Group expects this ini-
tiative to produce total cost savings of over Fur 2 miilion
_.between 2014 and 2016. The cost savings achieved so
far have already exceeded the investment made in the
project. In the course of the financiat year, the Group
also delivered training to so employees in Europe on top-
ics such as saving water, water treatment and handling
claims. There are plans to expand this programme over
the coming years. Linde alsg offers its water management
expertise to its customers. In 2015, the Group launched

_an initiative_which anzlyses the entire water circuitin_ . . .

customers’ new plants. The aim is to use fresh water in
a way which is resource-efficient in regions with water
scarcity and to recycle the waste water produced. Linde is
working together with universities and other partners on
research into new methods of water processing which will
reduce the use of chemicals when waste water is treated.

Products for water protection

Linde gases and technologies are used to eliminate harm-
ful substances in drinking water and bodies of water and
also help to treat waste water. In this way, they enable
the Group to support its industrial customers in meeting
stricter environmental requlations. Around 7so0 million cubic
metres of water, for example, was brought up to drinking
water quality in 2015 in six countries using the Solvocarb®
process from Linde installed by customers. After a major
fire in a fertiliser warehouse in southern Germany, Linde's
solvox® process helped to reduce the concentration of
ammonium nitrate in a river te such an extent that the
fish deaths feared were prevented. The process is also
used successfully in river desalination.

Waste

Linde’s environmental management aims to keep the con-
sumption of resources as low as possible and to consider
regularly how waste can be avoided. The Group's main
waste products are oil and oleaginous materials, waste
which cantains metal and gas cylinders which have reached
the end of their useful life. By using closed-loop systems for
preducts, Linde increases material efficiency and resource
effictency and cuts the volume of waste produced. Lime
slurry, for example, a by-preduct of acetylene production,
can be re-used in other industries without any further treat-
ment being required. Any waste which is not suitable for

re-use or recycling is disposed of in an environmentally

sound manner. The Group classifies its waste as hazardous

or nen-hazardous in accordance with the relevant legisla-
tionin the country in which it is operating. Linde focuses in

particular on hazardous waste when devising measures to

achieve further reductions in waste. The averall amount of

waste fell in 2015 compared with 2014, as less waste was

produced on construction sites.
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The Group’s wasle management objectives are based on
regional requirements, as the type of waste praduced
differs greaily from one site to another depending on
the processes being carried out. During the financial year,
Linde achieved the target it had set itself of increasing the
waste recycling rate in the UK to 7o percent by 2015. By
the end of 2015, a 71 percent recycling rate for waste was
achieved in the region. Across the Group, the recycling rate
was around 43 percent. During the financial year, 3s part
of a national campaign in New Zealand, Linde expanded
its activities relating to the proper disposal of environ-
mentally harmful refrigerants such as chlosofluorocarbons
(CFCs), which are used for example in old refrigeration
and air conditioning units. Working together with other
companies, Linde offers free collection and disposal to

[ — - - beth customers and non=customers. Since the start of the
campaign in 1993, mare than 290 tonnes of refrigerants
have been collected. This is equivalent to a reduction in
€0, emissions of up 1o 260,000 tonnes.
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2615 2014

use of resources
Electricity consumption .. . _ inmiliion MWh 26.3 26.2
lwh_";lﬁya_ﬂjgpa[gt[oipm_ntsv B . B _in million MWh 239 235
Natura! gas consumption o o . _ o inmillign Mwh 325 39.5
ooy T nmnn| se| 229
&o;sfm:pti;n:f oﬁ‘er ;;(;lgv sources' ) i —_- i in miffian MWh 12.6 o122
Wa;?e?gor;;;ptinn; ___.:_ﬂ ) ___; :“ :: 7 o o in mittion m’ 52.8 50.7
Emissions
Direct CO, emissions L o e _tn million t 71 73
:f which by HyCO plants o _ inmiftion ! 4.0 0
manfest T T T T T o] 0| o
bdﬂireq Cp,ﬂTSi;-ls o ‘_l T o ) Vi!:!ni(lion_l 15.4 1v5~0
_ﬁwﬁﬂ@!ﬂ'ﬁfﬁiﬂmﬂaﬁ_ . P _inmiltion { 13.7 13.5
Other greenhouse gas emissions’ ... inmilion1C0re 175 15
Total greenhouse gas emissions Ll inmiliion £ COp e 251 _2a7
E;_':—‘i T B i lfroysandl TS 94.1
~£lln'-;ala;§|0|£vias}e__ s _in% 69 76

Hazardaus waste I % 3 o
Waste water . o o womiltion o’ ALE I 13.2
Audils and troining
Production sites certified to IS0s00r . _ . m% d6d| 721
Production sites certified 1o (50 14001 e . 310 305
Production stes certified 0 GHSAS 001 w8 157
Sites where occupational health and safety audits have been c_o@_u(tgd’ _ in% 52.6 . 574
Sites where enviranmental audits have been conducted® il asol 500
Employees of Linde Gas who have takg@gﬁ%{rgipi_nggpﬂ)rlmes o in% 65.1 _ 626
Fransport sofety
Serious transpart incidents involving trucks* per 1 million km 0101 0.104

+ Examples of other energy sources are heating oil, biofuel energy, propane, butane, thermal enesgy and diese! fuel. From 2015, 1his figure also includes diese?

consumption by Linde's manspert contractors, The 2014 ligure has been recalculated,

 waler consumplion relates 1o used drinking water and industrial water, Once-through waler is drawn fram a natural os other source, then jusl warmed and

finally piped back into the original seurce at a temperature posing no risk to Lhe swrrounding ecosystem.

1 From 2015, this Tigure also includes greenhouse gas emissions generated by Linde's transpart contractors, The zo1a ligure has been recalculaled.

+ this includes greenhouse gases specilied in the Kyoto Protocol: methane (CH,), nitrous oxide {laughing gas, N0}, perfluaracarbons (PFCs), hydrofluorocar-

hons (#FCs), sulphur hexatluoride (5F, ) and nitrogen triflvaride (NF,).
s the tigures disclosed relate to internal and exiernal audits conducied at production sites worldwide,

« the performance indicaior was redelined in 2015. The new definition includes not only preventable iransport incidents but alsg incidents previously classified

as non-prevenlable. The 2014 figure has been recalculated.
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Opportunity management

As a group with a global footprint, Linde operates in a
dynamic environment in which new market opportunities
are constantly emerging. To achieve sustainable profit-
able growth, the Group must be able to recognise such
opportunities when they arise and exploit them effectively,
while at the same time properly evaluating risks. In the
course of strategic discussions between the Executive
Board and those personnel responsible for the operating
units, which take place on a regular basis, opportuni-
ties and potential investments are identified, evaluaied,
managed and controlled. The development of the strai-
egy of The Linde Group is based to a large extent on the
results of these meetings. In turn, this strategy and the
carporate goals derived therefrom are also the starting
point for Linde’s risk management process. SEf Risk REFORT,
PAGES 93 10 107,

fundamentally, Linde is seeking to achieve a good bal-
ance between opportunities and risks. 1ts overriding objec-
tive is to increase the value of the Group for all stakeholders
by tapping into new market opportunities.

To the extent that it is probable thai such opportunities
will arise, their expected impact has already been rec-
agnised in the Group’s strategy and goals, in its outlook
for 2016 and in its medium-term targets, as is explained
in this report. The following section therefore focuses
an potential future developments which might lead to a
positive variance from the Group’s shert-term outlook and
medium-term targets.

Opportunity areas

Opportunities which might arise if the
performance of the global economy were
better than expected

Linde operates in more than 100 countries worldwide and
supplies almost all industry sectors, Particularly in the
faster-growing economies, Linde holds significant market
shares in the relevant market areas, Linde is therefore par-
ticularly strong in those markets which are expected to
expand at the fastest rate, even in the medium term. Global
economic growth and worldwide industrial productionhave

91

adedisive influence on growth inthe Group's revenue and
£arnings. In 2016, econamists are forecasting that global
gross domestic product in real terms will rise by 2.6 per-
cent and that worldwide industrial production will alse
increase, namely by 2.3 percent. sce ouiiagk, PAGES 103
7o 10, If the economy as a whole were to grow at a faster
rate than that originally forecast, this could have a more
positive impact on revenue and earnings trends in The
tinde Group and the earnings teend in Linde AG than is
being projected.

Opportunities arising from increased
climate protection efforts and the growing
importance of natural gas as a fuel

Modern society still depends.on energy supplies which-
are affordable, reliable and environmentally friendly. De-
mand for energy around the world is continuing to rise,
and this is also posing a threat to the climate and the
environment, Achieving an economy increasingly based
on¢lean energy necessitates the continued expansion of
renewable energy sources and the yse of new technol-
agies to.ensure that finite resources are utitised in the
most environmentally friendly way possible. Linde has
the technical skills required to benefit from the market
opportunities in this area.

One example of this is the efficient expleitation of oil
and natural gas reserves (Enhanced 0il and Gas Recovery;
EOR and EGR, séf 6tussany) through the use of industrial
gases such as nitrogen.

Linde is also well equipped for the rising demand for
natural gas. The Group controls the technologies along the
value added chain from the liquefaction and transport of
natural gas to its safe delivery to the end user.

In the context of climate change, the greenhouse gas
carbon dioxide (C0,) has a particutar role 1o play. Linde
provides the technologies 1o reduce and recycle €0, In
2015, for example, Linde bought one of the largest plants
for the separation and purification of carbon dioxide on
stream for the Saudi-Arabian petrochemical company Sa-
bic. Linde is developing, for example, plants for the puri-
fication of waste gases and capture of carbon dioxide in
power statians. tinde is also involved in recycling €O, in
greenhouses through its Dutch subsidiary OCAP.

Hydrogen may assume a key function in the supply oi
energy in future, not anly as a fuel but also as storage
far electricity generated from renewable energy sources.
tinde is a pioneer in the ongoing deveiopment of hydro-
gentechnology and is supporting the breakthrough of this
ecofriendly fuel in a wide variety of fields.

If global climate protection measures are expanded, the
market for environmental technologies will continue to
grow. This could have a more positive impact on revenue
and earnings trends in The Linde Group and the earnings
trend in Linde AG than is being projected.
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Opportunities which might arise as

a result of regulatory changes in the
healthcare sector

The glabal growth area healthcare is driven by demographic
trends and improvements in diagnostics and therapies,
especially in the case of chranic respiratory disorders. In
addition, increasing numbers of people are gaining access
to healthcare, especially in the emerging econamies. What
is more, rising pressure on healthcare budgets is provid-
ing private companies with the opporiunity to create new
offerings that are both cost and benefit effective. As a
result of the targeted acquisitions and investments it has
made in the past few years, Linde is now a globally lead-
ing gases healthcare company specialising along an in-
tegrated respiratory care path.

The heaithcare'market is largely state-regulated and is
governed by specific authorisation and licensing rules. If
the refevant reimbursement poticy enables more people
to be offered access to wide-ranging medical services,
especially in the emerging econemies, this could have a
more positive impact on revenue and earnings trends in
The Linde Group and the earnings trend In Linde AG than
is being projected. infrastructure investment, progress
in medical diagnostic pracedures and increasing wealth
in the emerging economies might also have a positive
impact on revenue and earnings trends.

Opportunities resulting from innovation,
research and development
A key element in Linde's business success is its ability 10
bring innovations to the market which offer sustainabte
value added. Therefore, the Group is constantly working
on improving the quality of its research and development
activities and increasing the extent of its cooperation with
customers and pactners. A broader understanding of the
term “innovation” and the resulting culiure is creating
scope for innovation projects that form an additional soufce
of mobilisation for the company. If even greater progress is
made in this area than is currently anticipated, this could
mean that more new of improved products and services
will be launched onto the market or will become available
sooner than expected. This might lead to an increase in
the revenue and earnings of The Linde Group and a more
positive earnings trend in Linde AG.

Additional information about future R & D opportunities
(3N be found iN RESEARCH AWD DEVELOPMENT, PAGES 75 10 78,

Financial opportunities
Movements in interest rates have an impact on Linde's
financial resylt. The Group keeps a close eye on events in
the international financial markets, in order to identify and
respond swiftly to any opportunities arising. see 1 IKANCING
AND MEASURES TO SAFEGUARD LIQUIDITY, PAGES 65 10 6%.
Exchange rates also have animpact on Group revenue
and Group operating profit. Currency differences arise
as a result of the translation of various local currencies
into the euro (the reporting currency). The greater the

92

volatitity of the euro in relation to other curiencies, the
more significant the impac! of currency translation on
Linde's revenue and earnings.

If movements in interest rates and exchange rates
prove more favourable to the Group than is currently be-
ing fosecast, this could have a more positive impactonthe
financial result and/or the revenue and operating profit
of The Linde Group and the earnings of Linde AG than is
currently being projected.

Opportunities in purchasing

Purchase prices also have an impact on the profitability
of the Group. This applies particularly to materiai groups
which are dependent an raw materials such as steel, alu-
minium and brass as well as 0n energy costs. Linde pursues
a portfolio purchasing strategy across the entire Group.
Within the framework of its High Performance Qrganisation
(HPO) concept, designed to achieve sustainable efficiency
gains, the Group has taken arganisational measures and
has introduced improved processes in order to centinue
to improve its purchasing performance and to make can-
trols in this area even more transparent. in 2015, Linde
stabilised its procurement activities primarily in “best cost
countries” {see Grassaryf at a high level, particularly in
India, Korea and China.

If the measures introduced were to generate even
greater improvements than are currently anticipated, and/
or if the cost of raw materials were to fall, this could have
a more positive impact on revenue and earnings trends in
The Linde Group and the earnings trend in Linde AG than
is being projected.

Opportunities arising from organisotional
and process-related improvements

Constant improvements in Linge’s business processes and
strict cast management help to ensure that the Group’s
profitability and competitiveness continye to be strength-
ened. Linde has established a halistic concept which is
designed to achieve sustainable efficiency gains. This
is linked to measurable targets. s¢r eurtoos, PAGIS 108
ra 110 Linde sees the greatest potential for optimisation
in the supply chain of its cylinder gas and liquefied gases
business as well as in the areas of purchasing and IT. One
example of this is the standardisation and automation of
gas filling plants in various regions of the world.

If Linde were 10 exceed its targets in connection with
efficiency gains, this would have amore positive impact on
revenue and earnings trends in the Group and in Linde AG
than is being projected.
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Opportunities arising from acquisitions

The takeover of American HomePatient, which was com-
pleted with effect from 31 January 201e, will strengthen
Linde's presence in the homecare segment. The Group
has a strong market position in the United States and
Europe, the most important markets in this field. Further
acquisitions in the regionalindustrial gases business or in
the healthcare sector could have a more pasitive impact
on revenue and earnings trends of The tinde Group and
Linde AG than is currently being projected.

Risk management and
internal control system

Risk policy

Linde, 3 technology company with global operations, is
exposed 10 a great variety of risks in the course of its
international business. A willingness to take entrepre-
neurial risks enables the Group to exploit opportunities
as they arise. Therefore, Linde deliberately accepts risks,
as long as they are reasonable and can be managed and
controlled, and bears such risks if they are expected to
provide opportunities to create a sustainable increase in
shareholder value.

In this context, the purpose of risk management is to
make it more certain that growth and earnings targets as
well as strategic objectives are met, The Executive Board
of the Group has established a risk management system
(Enterprise Risk Management System or ERM system), the
basic principles of which are laid down in Group guide-
lines and which isreviewed in terms of effectiveness and
efficiency at regular intervals. The ERM system has been
tailored to suit Linde’s corparate structure and takes intg
consideration not only economic risks but also ecological
and social fisks.

Enterprise Risk Management system

The key elements of the ERM concept are the risk manage-
ment system and the internal conirol system, which are in-
terrelated. The design of the systems is based on the Three
Lines of Defence Model (TLOD) jsFf Grossary], proposed
in the recommendation issued by FERMA sef Grossaar!
and the ECIIA js¢e orpssacr) on the implementation of
Article 41 of the ath EU Directive, which seeks to provide a
structured account of the interaction between the various
actors in risk management and internal control.

The risk management system focuses on the tdentifi-
cation and handling of risks. It seeks to address not only
those risks that might affect the viability of the Group as a
going concern, as required by the German Law an Control
and Transparency in Business (KonTraG, sef 610s54ry), but
aiso all significant risks for the Group. The internatianal
standard SO 31000/2009, which sets out best praclice
for risk management, forms the framewaork around which
Linde's risk management system is built.
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The aim of the internal control system is to prevent risks

afising in the course of operatians by adopting appropriate

controls, especially with regard to conformity with the law,
compliance with strategy, the guality of accounting and

reparting, the quality of processes and the pratection of

assets. Linde does not limit itself to risks that might have a

directimpact on the net assets, financial position or results

of operations of the Group, but also includes risks which

might have an indirect impact on key financial figures, such
as risks to the Group’s seputation. The internal control sys-
tem comprises all the controls which are embedded in the
Group's business operations. The structure of the internal
control system is based around the globally recognised
framework published in 2013 by C0S0 (the Committee of
Sponsoring Osganisations of the Treadway Commissian) and
entitled “Internal Control Integrated Framework”.

Internal control system

The internal control system comprises general principles,
proceduses and regulations aimed at the organisational
implementation of corparate decisions. Linde establishes
controls in the form of central guidelines, standards and
best practices. These define the overall framework and
limits within which operating business activities are tobe
performed. Guidelines, standards and best practices are
based on external requirements and internal corporate
targets, as wall as risk assessments, They are designed to
ensure that corporate decisions are achered to and that
all necessary measures are taken to prevent any risks to
the achievertent of the carporate objectivesin accordance
with the corporale strategy set by the management. The
following guidelines, standards and best practices are
examples of compenents of the intefnal control system:

— Compliance Management System (CMS): Linde imple-
ments a CMS, the main components of which include
the analysis of compliance risks, training sessions on
compliance quidelines and the monitoring of adherence
to precesses and controls.

— Guidelines for antitrust law compliance: The guide-
tines for antitrust law compliance provide an overview
of the main principles of antitrust law. The requlations
onhow to deal with competitors form a key focal point.
These regulations are supplemented and set out in
greater detail in Best Practice Guidelines.

— Anti-corruption compliance: To avoid the risk of cor-
ruption, Linde has introduced a Group guideline on
how employees should deal with gifts, hospitality and
invitations. In the Healthcare product area, these rules
are set out in greater detail and supplemented by the
qlobal Healthcare Compliance Guide.

-1 Compliance guideline for business partners: The
compliance guideline for business partners states that
payments to business partners can only be made for
tawful activities. 5o, for example, before a contract is
concluded, a review of the business partner must be
conducted based on certain criteria.
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— Capital expenditure guideline: The decision and al-
location process for capital expenditure in the Group
is centralised. Each major item of capital expenditure
is approved by a central investment committee and/or
by the Executive Board of The Linde Graup.

— Treasury guideline: The Treasury guideline, which
applies woridwide, essentially addresses the finan-
cial risks which may be encountered by a group with
global operations, such as counterparty risk, liquidity
risk and risks arising from changes in interest rates
and exchange rates. Clear guidelines are set for the
Group to minimise these risks and to manage them
actively. A monthly report on these risks is produced
by the Treasury Committee, which is chaired by the
Chief Financial Officer.

— Purchasing guideline: Global purchasing activities
present stringent requitements in terms of business
conduct. Linde adheres to the principles of free and
fair competition. The Group therefore rejects any il-
legal business practices when purchasing goods and
services. Linde has supplemented its employee code
of conduct with a purchasing guideline which applies
equally to ail Group personnel. In these rules, Linde
sets out principles relating to business conduct and
the avoidance of conflicts of interest.

— Code of Conduct for Suppliers of The Linde Group: To
prevent the occurrence of ecological, social and com-
pliance risks in the supply chain, Linde introduced a
global Code of Conduct for Suppliers. This has formed
part of new contracts with suppliers since 2013.

— Corporate Responsibility: Linde is commitied to re-
sponsible behaviour in all its divisions. in key areas
such as safety and environmental protection, Linde
has devised guidelines and standards which provide
concrete examples of how 1o incarporate the (R guide-
line into the Group's daily business.
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Structure and responsibilities

At the start of the year under review, the refined organi-
sational model passed by the Executive Board came into
force. It is designed to lay the organisational foundation
for an improvement in custamer focus and competitive
standing and to step up the focus on high-growth areas.
The organisational changes also provided further details
on the interfaces and responsibilities for the internal con-
trol system, as provided for by the Three Lines of Defence
model (TLoD).

The Corporate & Support Functions set out company-wide
quidetines and siandards for the functional management
of Linde’s operating segments. They support the operat-
ing segments in the introduction and application of the
guidelines and standards.

The Global Governance Centres are responsible for
defining company-wide standards and best practices for
the relevant areas within the Gases Division. Operating
$egment Hubs (05 Hubs) at the interface between the
Global Governance Centres and the operating segments
use initiatives to coordinate and support the implemen-
tation of the central requirements within the operating
segments of the Gases Division.

The operating segments are responsible for the im-
plementation and ongoing application of control activi-
ties. These contral activities are designed to ensure the
reliable implementation of the central requirements in
operaling procedures.

They must incorporate special regional features, such as
local legal requirements, into the internal control system.

The Corporate & Suppart Functions and Global Gov-
ernance Centres in turn monitor, from the perspective of
the Group/the Gases Division, whether the cantrols ap-
plied in the relevant areas are appropriate and effective
in order to sufficiently prevent the identified risks from
materialising, or to identify and correct these risks. They
are responsible for resolving any weak points identified
within the internal control system in a suitable manner.

The Internal Audit depariment is responsible for re-
viewing the internal control system from a procedural
and functional perspective, The Corporate & Support Func-
tions, the Glghal Governance Centres and the operating
segments have to use reqular “self-assessments” to as-
sess and document whether processes in the indivicual
functional areas comply with the rules and with security
requirements, and whether the contrals implemented have
been effective. Internal Audit is responsible for the coor-
dination and evaluation of this process.
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Accounting-related internal control system
The procedures for the preparation of the Group financia!
statements are centrally defined, monitored and imple-
mented.

Accounting and reporting guidetines which apply across
the Group set out the minimum requirements for the local
units and ensure compliance with legal regulations and
the articles of association.

Accounting transactions are recorded by the local
subsidiaries of The Linde Group. In the 2019 financial yeat,
Linde started to concentrate some bookkeeping functians
in shared service centres in order to centralise and stand-
ardise its processes. Shared service centres are now to be
found in Europe and Asia/Pacific and provide services for
countries in EMEA, Asia/Pacific and North America. The
existing controls were transferred at the same time as
the functions, while additional controls to ensure proper
accounting were also implemented.

This information, recorded either locally or at the shared
sefvice centres, is combined with supplementary infor-
mation into a Group reporting package and submitted by
the focal units using a standardised Group-wide report-
ing system.

The reporting and conselidation system is a fully
integrated system which not only coliects data for the
preparation of the quarterly financial statements and
Group financial statements on a systematic basis, but
also provides data for the monthly management report-
ing, budget data and data which is relevant 1o financial
Contral and other central departments. All the consoli-
dation procedures are carried out centrally. In particular
cases, such as the measurement of pension obligations,
external experts are used.

The internal control system procedures, which are
geared towards the proper preparation and reliability
of the Group accounting records, ensure that business
transactions are recorded on a timely basis in accordance
with legal regulations and the articles of association and
that the records of these transactions are complete. They
also ensure that inventories are properly drawn up, and
that assets and liabitities are appropriately recognised,
measured and disclosed. The separation of administration,
implementation, execution and autharisation functions
reduces the chance of fraud.

The key controls used to ensure the proper preparation
and reliability of the accounting records are:

— automated controls, such as reconciliation routines re-
lating to the figures and systems agcess controls based
on the authorisation concept,

- manual controls, such as variance and trend analyses
based on defined key figures and comparisons with
budget figures, as well as plausibility checks. The relia-
bility of the accounting procedures is also underpinned
by monthty discussions with the operating units about
the principal key figures.
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The accounting-related internal control system ensures that
the accounting and reporting process complies with Inter-
national Financial Reporting Standards (IFRS) as adoptedin
the European Union, the German Commercial Code (HGB)
and other relevant requlations and laws.

Risk management system

Structure and responsibilities

The central risk management departmen, a Corporate & Sup-
port Function, is responsible for devising 3 standardised
Group-wide risk management pracess and for risk report-
ing. Those with local responsibility for risk in the operat-
ing units are responsible for the implementation of the
centrally devised risk management process.

Linde distinguishes between risks which refate.to the
entire Group (Group risks and corporate risks) and risks
arising {rom the activities of the operating segments whose
impact and risk management is limited to certain operating
segments {business risks). Group risks and carporate risks
are identified by members of the Executive Board and/
or heads of the Corporate & Suppert Functions and Global
Governance Centres, and are managed by the personnel
1o whom the responsibility for those risks has been allo-
cated. Business fisks are managed by those responsible
for the operating segments in the divisions. They identify,
analyse, manage and monitor their risks on areqular basis.

To ensure that standard procedures are applied to the
identification and evaluation of business risks in the oper-
ating segments, the central risk management department
provides those responsible with the risk management tools
and methods they require. [t also coordinates the Group-
wide recording of all significant risks for the Group and
continyes ta develop the tools and methods required to
identify and evafuate risks.

Risk identification, evaluation and management
At the very heart of all risk management is a cyclical risk
management process, involving a series of steps from the
identificatian of a risk, to the analysis, evaluation and
management of the risk.

The management team of each operating unit within
the Group identifies the main risks affecting that unit. The
executives in the various units cateqorise each risk they
have identified and evaluate it in terms of criteria deter-
mined centrally, including the potential impact of the risk
on the Group and the expected probability of its occurrence.
when analysing the impact of the risk, Linde considers not
only the impact on the results of operations, but also the
impact ¢n non-manetary aspects such as safety, reputa-
tion and strategy. When evaluating the potential impact
of risks and the expected probability of their occurrence,
the operating units use a standard scale devised by the
central risk management departmend. This scale has four
different risk ratings ranging from low risk to very high
risk. Each risk is awarded a risk rating on this standard
scale based on its potential impact and a risk rating based
on the expected probability of its gccurrence.
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Far each risk, the next step for those in chafge is to plan
the measures which can be taken to manage the risk, so
that the risk may be reduced to an acceptable level. The
management of the risk comprises 2 selection or a combi-
nation of measuies to avoid risk, transfer risk, reduce risk
and control risk. For each risk, responsibility for the risk
is assumed by an individual appointed by management.
This person then assesses the risk on a reqular basis and
maonitors any measuses taken to manage the risk.

The operating units record the information gathered
by the risk management process in risk registers. These
registers are updated at least every quarter. Risk work-
shops involving the management teams of the operating
units are an important tool for Linde when identifying
and evaluating risks and determining the measures 1o
betakento manage those risks. When identifying risks, a
great variety of areas which might entail risk, both within
and outside the Group, are taken into consideration. The
areas covered by the risk assessments include not only
internal processes and resources as well as the ecenomic,
financial, legal and regulatory environment, but alse so-
cial and ecological aspects.

One particular tool which is designed to transter risk
is insurance. Linde has taken out appropriate insurance
against potential losses and liability risks to ensure that
the potentia! financial consequences of any risks which
have arisen are eliminated or limited. The Group constantly
ensures that its insurance is at the optimum level, based
on the specific requirements of the business units.

Risk reporting

Risk reporting is managed by the central risk management
department. The uaits included in the risk reporting pro-
cess differ frem those included in the consclidation for
accounting purposes in accordance with the 1FRS to the
exient that risk reporting applies to all operating units
which are either fully consolidated or included in the Group
financial statements on a line-by-line basis, and for which
the annual revenue exceeds a certain figure determined
internally, In addition, other operating units which do not
meet the aforementioned criteria may be included in the
risk reporting process on the basis of specific risk assess-
ments. Uniform standards apply throughout the Group to
the reporting of the status of any significant risks and any
changes in those risks. Local units make their risk reports
using Group-wide web-based reporting tools. Moreover,
any risks which arise unexpectedly or which have reper-
cussions for the whole Group are communicated direcily
to the appropriate Group personnel, irrespective of the
normal reporting channets.

Every quarter, the Executive Board is presented with a
risk report prepared by the central risk management de-
partment, which is then discussed at an Executive Board
meeting. The Executive Board presents a report on the
risk situation of the Group at the quarterly meetings of
the Audit Commiitee,

The risk report submitted to the Executive Baard com-
prises a description of the significant Group, corporate
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and business risks, as well as the corresponding sisk as-
sessments and the main measures laken to manage the
risks. It also includes a description of the activities of the
central risk management department.

In order to assess the risks, the ratings regarding the
potential impact of the risk and the expected probability
of its occurvence are reported. These ratings are selected
by the employees responsible lor risk in line with the
standard scale of four ratings devised by the central risk
management department.

Audit

The internal audit department performs reviews at reqular
intervals of the efficiency and effectiveness of the risk
management system and the internal control system. Inde-
pendent external auditors (KPMG AG Wirtschaftsprifungs-
gesellschaft) also assess the effectiveness of the early
recagnition system for risks and submit regular reports
about the putcome of their reviews to the Group Executive
Board and Supervisory Board.

KPMG AG Wirtschaftsprifungsgesellschaft also audits
the Group financiat statements and performs a review of
the interim and half-year financial reports. Operating units
which are material i the Group are also subject to a re-
view or audited by companies in the KPMG AG Wirtschafts-
profungsgeseltschaft network. (n the course of the audit
of the Group financial statements, key audit issues are
also reqularly identified and reported.

Both the external auditors and the internal auditors are
involved in the testing of subsystems which are relevant
lo accounting and reporting, such as the Treasury sys-
tem and the bagkkeeping systems of the operating units.

Continuous improvement

Linde’s risk management system is forward-looking. It is
continuously being improved in order to enhance its ef-
fectiveness.

The company reviews all internaf controls as and when
required, thus ensuring that processes are constantly
enhanced. The accounting-related internal controls are
reviewed and optimised on a regular basis to ensure an
efficient, functional process. The chart of accounts used
throughout the Group, for instance, is adapted regularly
to meet new internal or external requirements.
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Risk areas

Risks which Linde considers significant and which might
have a relevant adverse impact on The Linde Group and
on its net assets, financial position and results of opera-
tigns, were they to occur, are desciibed below.

These comprise, firstly, individual Group & corporate
risks or business risks, which, irrespective of the probability
of their occurrence, have been allocated the highest of the
fous ratings in the rating scale in terms of their potential
impact. secondly, they comprise ¢lusters of individual busi-
ness risks with the same cause which are not significant to
The Linde Group in terms of their individual rating for the
potential impact of the risk, but might have a significant
adverse impact if viewed as a fisk cluster and aggregated.

To provide a better overview, the risks are summarised
below by risk area. Each risk area highlights the main di-
rect cause of the risk. A description is given not anly of
the potential impact of the risk but also of the principal
strategies currently being employed to manage the risk
{from a net perspective). Unless atherwise slated, the
risks relate 1o all segments, although the extent to which
they do so may vary.

The order in which the risk areas are shown is based
on the Group’s current estimate of the relative overall
importance of the risk area compared with the other risk
areas, starting with the risk area with the greatest rela-
tive importance. This does not apply to the description of
the risks within a risk area. The estimate of the relative
importance of a risk area is based on a comprehensive
assessment of the total number of all the individual risks
included in the risk area and the ratings of those risks for
their potential impact.

Economic risks

Under economic risks, Linde includes risks arising from
uncertainty in the global econgmy as well as customer and
sales risks which relate to specific customer or product
segments of sales markets.

Risks associated with the global economy

As a company with glabai operations, linde is dependent
on cyclical trends in the global econamy. A number of risk
factors are currently responsible for the uncertainty re-
garding the future development of the global economy.
The main structural challenge facing the global economy
remains the high level of sovereign debt in key European
economies, as well as in the US and major emerging mar-
kets. Uncertainty regarding ihe nature, scope and time of
structural reforms to reduce sovereign debt and generate
steady growth could put a damper on the investment cli-
mate and pose a risk to the forecast growth outlook in the
medium term. The positive special effects on globat eco-
nomic growth that are currently expected to materialise in
the short term, mainly due to the general low interest rate
level, the low oil price and the expansive fiscal policies,
could fuel further uncertainty regarding structural reforms.
The uncertain future contractual relationship between the
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United Kingdom and the European Union, as well as the
related economic consequences, could also have a neg-
ative impact on the investment climate and the growth
prospects for Europe.

This year will also be characterised by numerous eco-
nomic challenges. The uncertainty regarding the stability
of the positive growth outlook for the US and the future
monetary policy pursued by the US Federal Reserve, as
well as itsimpact on the currencies and economies of the
emerging markets, ate risk factors for the global economy.
Following the key rate hike implemented by the Federal
Reserve in December of last year, itis not yet clear whether
or not, and to what extent, central banks in other coun-
tries will also raise their interest rates this year in order
10 prevent large-scale capital outtlows. Interest rate pol-
icy_measures could put the economies of these countries
under pressure and result in increased volatility on the
financial markets, with a potential negative impact on
the global economy.

The risk of a more pronounced growth siowdown than
expected on the Asian and other high-growth markets,
as well as the possibility of a continued weak econemic
environment in the South Pacific region, could have a
negative impact on the global economy.

Further econamic risks could arise from the uncertain
political development of the warld’s geopolitical crisis
spots. In particular, the global increase in the risk of ter-
rorism could prompt short-term econemic slumps.

These economic risks and the further development
of oil prices are interrelated, On the one hand, a low ol
price cauid help to stimulate the economy, particularly
in Europe’s export-oriented countries. On the other, sus-
tained low oil prices, or a further drop in oil prices, could
further exacerbate the general reluctance to invest in
the energy sector, particularly in those countries that are
heavily reliant on oit. This would, in turn, have a negative
impact on the providers from the industrialised nations.
A prolonged phase of low oil prices would increase the
risk of mounting insolvency rates among fracking com-
panies in the US or state bankrupicies, both of which
would have a negative tmpact on the financial markets
and the global economy.

Should the global economy weaken significantly, there
would be the threat of lost sales, a poteniial lack of new
business and an increase in the risk of bad debts in the
operating business due to the increasing inability of cus-
tomers tg make payments.

In its function as the parent company of The Linde Graup,
Linde AG holds investments in Group companies. The car-
rying amounts of these investments run the risk of a dimi-
nution in value should the economic situation or exchange
rates of these Group companies change for the worse.
This scenario might have an adverse impact en the net
income for the year of Linde AG.

Linde operates in many countries and regions, supply-
ing aémost all industry sectors. Because of the high level
of diversification of its end customers, both in terms of
sector and geographical situation, Linde is not exposed to
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the volatility of 3 single end customer market. The impact
of individual risks on the Group is reduced as a result of
tinde’s dual focus on its gases business (which comprises
awide variety of application areas) and plant constryction
(with its diversified product lines). These two sectors may
be affected differently in terms of revenue and earnings
when there are changes in certain economic conditions.

Risks associated with competition

Global competition means that the Group is exposed to
the risk af losing market share in ail product areas, which
may in turn result in a fall in revenue and profit. Increased
competition is to be seen in markels with good grawth
potential, despite high barriers to market entry. weaker
growth prospects coupled with the risk of excess capacity
and the migration of existing industries are increasing the
economic pressure on the more mature markets,

Linde's overriding strategy is to counter the risks asso-
ciated with competition by constantly conducting analyses
of the market environment, its situation in relation 1o the
competition and the legal framework in each business
segment and region. The Group cbtains vital information
about customer requirements by maintaining regular con-
tact with custamers, reinfor¢ing its proximity to the mar-
ket. Linde uses the information it receives to develop and
supply products and services tailored to svit the needs of
the market and te enhance its competitive position and
continue to raise its market profile.

tn the case of industsial gases, for example, Linde is
able to stand out from the competition as a result of its
technical expertise with gases applications and its profile
as anintegrated provider of gases and engineering services
which can offer various construction and operating madels.

Moreover, Linde is continuing with the rigorous im-
plementation of its schemes {o reduce costs and improve
the efficiency of its processes, with the aim of enhancing
its competitiveness.

In plant construction, experts from Linde’s Engineering
and Gases Divisions have been working on enhancing the
competitiveness of the plant portiolio by adopting even
greater standardisation and modularisation.

In the cylinder gas business, amodular, scalable plant
programme for filling plants was developed. This should
make it possible in future to use a modular approach to
adapt filling plants to suit a vasiety of market conditions,
50 that they do not require much space, yet achieve in-
creased productivity and provide optimal occupational
safety. One key component of this new plant concept
is the automation of the various filling plant modules
which is currently being realised in a number of global
projects in order to ultimately build a fully automated
filling plant.

Sales risks in the Healthcare product area

In the Healthcare product area, cost pressure in the health-
care sector and the current trend towards outsourcing
by government agencies and health insurance funds
means there is a greater risk that the planned growth
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and profitability targets cannot be met. These faciors are
espacially evident in sales markets in the United States
and in Europe.

Linde’s mitigation strategy in the Healthcare product
area involves focusing on the development of innovative
products and services which take account of the increas-
ing downward pressure on cosis in the healthcare seclor.
These inctude, for example, new forms of treatment which
reduce the length of time patients spend in hospital, and
the use of new technologies which make it possible to
1reat homecare patients more efficiently. these innova-
tions are also pramated by conducting specific healihcare
customer surveys on a regular basis. Linde has also used
targeted acquisitions 1o improve its cost structure.

Customer and sales risks associated with the
commercialisation of new customer projects

and existing projects

Customer and sales risks associated with both the commer-
cialisation of new customet projects of foliow-up projects
and existing projects cannot be eliminated, especiaily in
the growth maskets. There might be technical or econamic
reasons on the customer side or in the sales markets which
could require changes being made to the project or con-
tract, as a result of which it may not be passible to produce
the quantities originally assumed in the business plan in
full or it may anly be passible to produce such quantities
behind schedule. This might give rise not only to uneco-
nomic production pracesses, but also to significant adverse
variances frombudgeted cash flow, thereby jeopardising
the revenue and earnings targets attached to the invest-
ment. To ensure that critical shortfalls are identified and
remedied at an early stage, tinde has introduced project
prioritisation and additional project management meas-
ures. Moreover, the Group has taken steps ta ensure that
all relevant parties are involved in the risk assessment be-
fore the project commences. Close customer relationships
and market abservation, also during the project term, help
ensure that any problems can be solved in partnership
with the customer early on.

Sales risks associated with

sustained low oil prices

0il prices started falling continually from the summer of
2014, 3 irend that took the markets completely by surpsise.
Particularly for the Engineering Division, the uncertainty
regarding the further development in the oil price poses a
risk to the achievement of short-term arder intake targets.
Potential customers in the petrochemical and natural gas
processing industry could well postpone their investment
plans further if the climate of uncertainty continues. when
it comes to integrated gases projects in the energy sector,
the reluctance to invest among customers is alsg a risk
that affects the Gases Division. In the plant construction
sector, Linde aims to limit any negative impact by making
the most of downturn phases toimprove project execution
pracesses for the next upswing.
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Risks associated with the

provision of services

Risks associated with the provision of services comprise all
thase risks arising from processes taking place at the op-
erating sites of Linde’s divisions, including the distribution
of products and related logistics services. These include
safety risks during the production pracess, praduction risks
such as machinery faiture, plant breakdowns and capacity
bottlenecks, project risks in plant construction and risks
associated with praducts and services.

Safety risks

The manufacturing of products and construction of plants
by the Group may entail risks associated with the praduc-
tion, filling, storage and transport of raw materials, goods
or waste. These risks, if not handled appropriately, might
lead to personal injury, damage to propefty or environ-
mental damage, which in turn might result in business
interruptions, monetary penalties, compensation pay-
ments or environmental clean-up costs. The reputation
of The Linde Group could also suffer if any such event
were to 0CCur.

Linde strives to be a leades in the areas of safety, health
prolection and environmental protection. All these as-
pects are integrated into its management systems. The
Group-wide SHEQ (Safety, Health, Environment, Quality)
function manages the continuous process of impravement
in these areas.

One of the Group's main preventive strategies is en-
susing high safety standards for production processes and
sefvice processes. Processes with a particularly high expo-
sure torisk have to comply with strict safety requirements.
One of the ways Linde dealt with this was to develop
and introduce a Major Hazards Review Programme. This
programme is used for the systematic evaluation of risks
which might lead to accidents or damage to property or
to the environment. It helps the Group minimise the risk
of incidents that might accur if the safety levels being
maimtained in its processes were inadequale and it is
constantly being updated so as to address potential new
risks. In the Engineering Division, Linde also places great
emphasis on the uniform integsation of safety, health
and environmental protection and quality into plant con-
struction and project execution processes. By applying
clearly-structured process-based management standards,
the Group ensures that relevant aspects, from the engi-
neering design to the assembly and commissioning of
the plants on the project sites, are planned, implemented
and menitored.

Arisk to Linde's employees and to the net assets, finan-
cial pasition and results of operations of the Group is also
pesed by natural disasters, pandemics and terrorist or other
criminal attacks. These risks may alsa have an indirect
impact on Linde if the Group's customers are significantly
affected by any of them.

Linde addresses these risks, which are covered in some
cases by insurance, via Crisis and Business Continuity Man-
agement. In the business units, under the direction of the
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Group-wide SHEQ function, local risk reduction measures
and contingency plans are implemented. The aim is to
minimise as far as possible the potential consequences of
serious events and ta ensure the fastest possible return to
normal operatians, evenin the case of highly improbable
events or losses of a grave nature.

Production risks

A business interruption at one of Linde’s main plants of ata
customer’s on-site plant could adversely affect the resutts
of operations and reputation of the Group. This would be
particularly true if the interruption to the business were to
be caused by an accident which also resulted in personal
injury or damage to the envirgnment.

Therefore, Linde gives fhigh priority to measures de-

signed to prevent business interruptions. These include,
in particulas, the monitoring and maintenance of plants
5o that such incidents may be avoided, and the provision
of spare parts of strategic importance. If, despite these
preventive measures, 3 business interruption should occur,
the Group has supply networks operaling between its pro-
duction plants so that any business interruption would have
only a limited effect or no effect at all on its customers.

in the liquefied gases and cylinder gas product area, the
key plants are storage facilities and filling plants. Many of
these plants are also important logistics and distribution
centres for whole regions, supplying gases from nearby
production plants to customers and distribution pariners.
The availability of storage facilities and filling plants en-
sures high standards of delivery, short delivery times and
minimal transport costs in each region. A business inter-
ruption at one of the Group’s main piants might therefore
have an adverse impact on various products and a number
of different customers in a region. Strict compliance with
quality and safety standards and environmental protec-
tion standards during the manufacture, storage, transport
and use of Linde's products is animportant element in the
avoidance of business interruptions. Moreaver, the modular
construction af the sites and their fitting out with abundant
and versatile filling systems contribute to the robustness of
the sites and their processes. As with on-site plants, Linde
also has a supply netwark in most regions with filling plants
which would help to reduce or avoid the negative impact
of a business interruption on a particular site.
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Project risks in plant construction

Complex major plant construction psojects pose panticulas
problems for risk management. The Group’s Engineering Di-
vision handles significant contracts which may be worth
several hundied million euros and where construction
may take a number of years.

Typically, the division is invoived in the design and
consteuction of turnkey plants. Potential risks may afise
as a result of the costings and execution of such complex
projects which are subject o uncertainty, Risks may in-
¢clude unexpected technical problems, supply bottlenecks
and quality problems with suppliers of major companents,
unforeseen developments during on-site assembly and
problems with partners or subcontractors. Such fisks may
cause project delays and cost overruns. To manage the
risks in plant construction, Linde applies methods, already
in the tendering phase, to assess the impact an the profit-
ability of atarge-scale project of potential variances fram
budgeted cost for individual companents. The Group con-
ducts simutations of the opportunities and risks associated
with each praject using numerical methods of analysis. By
continually monitoring changes in parameters alongside
the progress of the project, Linde is able to identify poten-
tial project risks at an early stage and to take appropriate
measures 1o counter them. These risk management tools
are constantly being updated and modified to meet the
increasing demands of the market.

Risks associated with products and services
Risks associated with products and services may in extreme
cases resull in consequences such as potential liability
claims, the loss of customers or damage to the Group’s rep-
utation. Principat possible causes of risks associated with
praducts and services are praduct defects or an inadequate
level of customer care when Linde is providing services,
especially in the Gist division or Healthcare product area.
Linde counters such fisks by maintaining the safety
and high quality of its products, product infermation and
services. To ensure that products are safe, risk manage-
ment is based on the concept of product stewardship. The
potential hazards and risks that might arise for human
beings and the environment from a product during its
life-cycle are analysed and the relevant potential risk is
determined. Linde takes the measures which are necessary
to avoid the risks which have been identified or, if that
is not possible, to reduce the risks 1o an acceptable level,
Product stewardship begins at the moment when key
raw materials and supplies and services are purchased.
The Group favours suppliers who aim to achieve the same
high standards in occupational safety, health protection,
environmental protection and quality as Linde itself, and
who can demonstrate this, for example, by the fact that
they have the appropriate management systems in piace.
Customers are also involved in safety management. In
the Gases Division, Linde conducts custamer screenings
for critical products prior to delivery. These investigations
aim to minimise the risks which might arise from improper
handling of the Group’s gases or chemicals.
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Linde continually updates its product safety information,
such as product safety sheets. The Group takes account
of national and international guidelines such as REACH
(Registration, Evaluation, Authorisation and Restriction of
Chemicals) and GHS (Glabally Harmonised System of Clas-
sification and Labelling of Chemicals}. If, despite all these
precautions, problems should arise, the Group's emergency
teams are on stand-by to provide support.

To ensure the highest possible levels of safety for pa-
lients over the entire life-cycle of Linde's pharmaceutical
products, such products are monitored on a continuaus basis
using the Vigilance Signal Oetection System jsfe 6t0ssARY).
Reqular analysisis performed an the safety of pharmaceu-
tical praducts in Periodic Safety Update Reparts (PSURs).
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Financial market risks and country risk
Financial market risks

Due to its globat operations, Linde is exposed to a num-
ber of financial market risks, In particular, these include
counterparty risk, liguidity risk and risks arising from
movemeats in interest rates, share prices and exchange
1ates. These risks continue to be monitored very closely,
given the uncertainty in the financial markets, especially
in the eurozane.

The basic strategies for the management of interest rate
tisk, currency risk and liquidity risk and the objectives and
principles governing Linde's financing are determined by
the Treasury Committee, Jed by the Chief Financial Officer
This committee usually meets once a month and comprises
representatives from Corporate & Support Functions Treas-
ury and Accounting & Reporting. )

One of the main criteria for the management of coun-
terparty risk is the credit rating of the counterparty. The
Group also monitors changes in other relevant capital
market parameters, such as movements in credit default
SWAaps [s£€ GLossArY/ O in the market capitalisation of
counterparties, Trading and pasition limits are defined on
this basis. Regular reviews of these limits are performed
by a supervisory unit which is independent of the trading
entity, Both Linde AG and Linde finance B.V. also canclude
Credit Support Annexes (or (SAs) with their principal banks.
under these agreements, the positive and negative fair
values of derivatives are collateralised with cash on a
reqular basis by the contracting parties. This significantly
reduces counterpariy risk.

with regard to the management of liquidity risk, Linde
has for years pursued a prudent and conservative policy
of safeguarding liquidity. As in the past, it has continued
to have access to the capital markets in the 2015 financial
year. In addition, the eur 2.5 bn syndicated credit facility
which serves as a liquidity reserve and is due to expire
in 2019 has been extended by one year as a result of the
exercise of one of the options to extend the period for
which the facility is available. As aresult, Linde has access
to agreed unutilised financing commitments of Eur 2.5 bn
availabte until 2020 which are provided by an international
banking group. This diversification of financing sources
ensures that a concentration of risk in the area of liquid-
ity is avoided.

Interest rate risk arises as a resuit of fluctuations in
interest rates caused by the markets. These fluctuations
affect both the interest expense borne by The Linde Group
and the fair value of financial instruments. Interest rate
risk is centrally managed. On the basis of the operational
business model and using the results of sensitivity and
scenario analysis, the Treasury Committee determines
ranges for the fixed-floating ratio of the financial liabili-
ties and in the main currencies: Eurp (Eur), British Pounds
(o8P}, US Dallars (uso) and Australian Doliars (auD). Group
Treasury manages the rates within the agreed ranges and
submits reports to the Treasury Committee about the meas-
ures implemented. Methods of hedging exposure to the
risk include enteringintoe trading transactions with banks
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(short-term, medium-term and long-tesm interest rate de-
rivatives) and using long-term fixed-interest bonds and
Ioans. In 2015, on average &2 percent of the exposure of
the Group was financed at fixed rates, while at year-end
the figure was 67 percent.

in the case of exchange rate risk, it is important to
differentiate between operational transaction risks,
which are the result for example ol supply contracts for
individual ransactions of projects spread across differ-
ent currency zones, and translation risks. Translation
risks arise from the currency translation of the financial
statements of subsidiaries where those subsidiaries have
a functional currency other than the Group reperting
currency.

Business operations and financing activities which are
not in the focal currency inevitably lead to foreign cur-
rency cash flows. The Group guideline states that individual
business units must manitar the resulting transaction risks
themselves and agree appropriate hedging transactions
with Group Treasury, based on predetermined minimum
hedging rates, provided there are no other reasons not
to hedge the exposure in this way.

Translation risks are hedged within authorised ranges.
It should be observed that the translation risk arises in
respect of operating profit and/or revenue anly when the
financial statements of Linde’s subsidiaries are transiated
into the reporting currency {eur). The yse of financial de-
rivatives and, as & result, being prepared 10 accept consid-
erable volatility in the financial result at the level of the
profit for the year may however have a mitigating effect
on this risk. In the Group’s view, it is therefore not possi-
bie to make a meaningéul hedge against the expasure to
this particular risk. On the other hand, Linde does hedge
against the exposure to currency-related fluctuations in
net asset values at Group level.

Hedging decisions are made according ta the risk strat-
egies of the Treasury Commitiee. Forward exchange trans-
actions, cross-currency interest rate SWaps (SFF GiOSSARY ],
curiency options and foreign currency loans are al! used
here. The main currencies are US Daollars {uso), British
Pounds (68P), Australian Dollars (aup) and some Eastern
European, South American and Asian currencies. In the
Gases Division, the Group also uses financial instruments,
especially to hedge against exposure to changes in the
price of electricity, natural gas and propane gas.

In the project business in the Engineering Division,
foreign currency risks are reduced as much as possible
by natural hedges: for example, by purchasing supplies
and services in the currency of the contract. Any foreign
CUITency amounts over and abave this are fully hedged
as soon as they arise, generally by entering into forward
exchange transactions.

Financing and hedging decisions are based on the finan-
cial information obtained from the Group’s tieasury man-
agement system and its financial and liquidity forecasts.
These are embedded in the general financial reporting
system, which is also used in the areas of Financial Control
and Accounting & Reporting.
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with regard to the ofganisation of the Treasury depart-
ment, the principle of segregation of duties between the
front, middle and back offices is rigatously observed and
monitored throughout the risk management process. This
means that there is a strict personal and organisational
separation between the dealing, the processing and the
verification of a financial transaction. Linde uses a treasury
management system to implement, record and evaluate
transactions. Treasury operations are subject to regulas
internal and external audits, generally once a year. For
further information, SFE NOTE [2%) OF THE NOTES TO THE GROUP
FINANCIAL STATEMFNTS,

In certain countries, campanies in The Linde Group
have defined benefit commitments to theis employees
under occupational pension schemes. Depending on the

structure of the schemes, one-off payments may be made”

or the employees may be entitled to a pension for life
with an annual increase which may be variable or infla-
tion-linked. As a result, the Group is exposed to risks aris-
ing from unexpectedly high rates of inflation or increases
in life expectancy.

The amount of the obligation is the actuarial present
value of all pension commitments and is expressed as the
Defined Benefit Obligation (DBO) under IFRS. The amount
of the obiigation is subject to annual changes in the valua-
tion assumptions, especially those relating to the discount
rate and the rate of inflation. This gives rise to interest
rate risks and inflation risks,

In most pension schemes, the obligation is covered by
assets which are maintained separately. The worth of the
pension assets is subject to fluctuations in the fair value
of those assets: e.g. bonds and shares. Therefore, Linde
is exposed 1o market risks, especially interest rate risks,
spread risks and equity risks.

The risks relating to pension cbligations on the one
hand and pension assets on the other, and therefore to
the net funding position of pensions, are quantified and
evaluated on a reqular basis by Linde. There is 3 natural
conflict between 3 significant reduction of the risk and
the achievementin the tong term of the return on assets
required to keep pace with the potential increase in the
obligation,

As a quideline, the Executive Board defines risk toler-
ance at Group level. Measures designed to medify scheme
structure are coordinated by the Global Pension Committee
and implemented in the laca! pension schemes. The impact
of various scenarios such as high rates of inflation, reces-
sion or deflatian an the net funding position of pensions is
anaiysed and incarporated into investment decisions. The
Greup Investment Panel for Pension Assets assesses the
long-term apportunities and risks associated with various
asset classes and makes decisions or recommendations
regarding the investment strategy of the major pension

schemes. The investment panel is chalred by the Chief Fi-
nancial Officer and receives advice from external experts.
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Country tisk

Afundamental risk for Linde, as for all companies, is posed
by potential radical changes in the palitical, legal and
social environment. Potential risks that Linde might en-
counter in different countries as a global corporation in-
clude the nationalisation or expropriation of assets, legal
fisks, the prohibition of capital transfers, bad debts with
government institutions, war, terrorist attacks and other
unrest. Political unrest and wars may also be the cause
of indirect risks (economic risks, project risks and risks
associated with commercialisation), as a resuit for exam-
ple of political and economic sanctions which may extend
beyond the barders of the actual region in crisis. For ex-
ample, the current conftict between Russia and Ukraine
might have an impact on Linde’s plant construction in
Russia, leading to delays or cancellations relating to the
implementation of existing projects. There could also be
an indirect negative impact on Linde companies in other
countries in the Gases Division and in other markets in the
£ngineering Division if Linde customers were 1o change
their plans as a result of the unrest or due to the potential
ascalation of sanctions.

There is the fundamental risk that embargoes are
agreed for certain countries in which Linde operates, which
could have an adverse impact on existing trading relations
or investment plans which are in place even before the
embargo comes into force. To manage these risks, Linde
employs risk assessment tools te evaluate the Group's risk
situation in terms of the impact of risk on its net assets,
financial position and results of operations and to ensure
capital adequacy and cross-border financing at optimal
levels of risk. At the same time, individual capital expend-
iture projects are evaluated for political risk, and target
returns on investment are set accordingly. On the basis
of this evalyation, the risks are covered, if appropriate,
by German government guarantees for direct foreign in-
vestment, tailored insurance solutions or similar financiat
instruments available in the market. Counterparty risk for
export business is also assessed, and limited if necessary
by hedging instruments such as Hermes guarantees.
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Regulatory and iegal risks

Regulatory risks

Changes in the regulatory environment might have &
negative impact on Linde’s costs and international com-
petitiveness. Examples of this are the design of the EU
Emissions Trading Scheme and the exira burden being
placed on energy-intensive industrial gases production
by the increase in electricily prices as a result of addi-
1ipnal statutory levies,

In the Healthcaie product area, which is largely state-
requlated, regulatory changes might also pase fisks o
Linde which have been desciibed in the section on eco-
nomic risks above.

The Group is also affected by measures being taken to
requlate the international financial markets. In a variety
of jurisdictions, Linde must comply with comprehénsive
rufes and reporting requirements when processing financial
transactions. Breaches of these rules and requirements
may incur significant penalties from the relevant super-
visory authorities, Examples which cauld be quoted here
are the Dodd Frank Act in the United States and turopean
Market Infrastructure Regulation (EMIR).

Linde counters these risks by conducting a continuous
forward-looking abservation and analysis of the legal en-
vironment in the various business units and by developing
the systems required. In addition, the measures described
in the section on risks associated with competition {(which
are designed to ensyre constant customer contact and the
deveiopment of innovative producis and services) contrib-
ute towards a reduction in the potential adverse impact
of changes in the regulatory eavironment.

Legal risks

Wwith its international operations, The Linde Group is ex-
posed to numerous legal risks. These may include, in par-
ticular, risks relating to product liability, competition and
antitrust law, export coniral, data protection, patent law,
procurement law, tax legislation and environmental pro-
tection. The outcome of any currently pending or future
proceedings can often not be predicted with any certainty.
Legal of regulatory judgements or agreed settlements might
give rise to expenses which are not covered, of are not
fully covered, by insurance benefits. These expenses might
have an impact on the Group’s business and its earnings.

Certain companies in The Linde Group are party to var-
ious legal proceedings in the ordinary course of business.
The outcome of the litigation to which Linde Group com-
panies are party cannot be readily foreseen, but Linde
believes that such litigation should be disposed of with-
oul material adverse effect on its financial position or
resuits of operations,

Prior 10 the current accounting period, the Brazilian
competition authority CADE imposed fines on a number
of gases companies, including Linde’s Brazilian subsidi-
ary, on the grounds of alleged anti-competitive business
conduct in the years 1998 to 2004, Seen from today's per-
spective, Linde assumes that this decision will not stand
up to judicial review.
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Cerlain subsidiaries in The Linde Gioup are party to lawsuits

in the United States, including some in which ciaims for

damages in high amounts have been asserted, for alleged

injuries arising from exposure to manganese, asbestos

and/or toxic fumes in connection with the welding pro-
cess. In these cases, the subsidiaries are typically one of

several or many other defendants. Based on the litigation

experience to date, together with current assessments of

the claims being asserted and applicable insurance, Linde
believes that the continued defence and resolution of the
welding fumes litigation will not have a material adverse

effect on the financial pasition or results of operations of
the Group. Nonetheless, the gutcome of these cases s in-
herently uncertain and difficult to predict. The subsidiaries
have insurance that covers most ar part of the costs and
any judgements associated with these claims. The Jegal
actions described above are those curiently considered

to involve major legal risks. They do not necessarily rep-
resent an exhaustive list.

Strategic risk

Linde’s long-term growth targets are based inter alia on
the growth areas of energy, the environment and health, as
well as on dynamic trends in the fast-qrowing economies.

Achieving the growth targets entails risks both within
and outside the Group. Risks arise on the one hand from
uncertainty about the future evolution of these grawth
areas, which are influenced by political, social, legal and
economic factors.

On the other hand, there are also risks associated with
the internal measures adopted by the Group to achieve its
targets. These include strategic initiatives, e.g. the expan-
sion of the product poitfolio, acquisition and investment
projects and dealing with a broader undetstanding of the
term “innovation”. The risks associated with such projects
are principally the result of the uncertainty attached to as-
sumptions about the future development of the underlying
business model and to the amount of the netinvestment in
an acquisition project or the net cash inflow from an invest-
ment project. Investments in tangible assets, acquisitions
and sales are discussed and approved by the investment
committee or at meetings of the Executive Board. At the
beginning of the project, careful consideration is given to
the assumptions about the project, the feasibility of the
project and the specific risks attached to that project. The
Group evaluates, for example, country risk and currency risk,
the credit ratings of individual customers and trends in the
Iocal {gases) markets, 3s well as the underlying terms and
conditions of the contract and the cost of the investment.

In addition, the Execytive Board, the Supervisory Board
and Group management personnel hold regular meetings
to evaluate the extent to which targets associated with
strategic initiatives have been achieved and then imple-
mentany corrective measures required. This also involves
Linde paying close attention to global economic trends, so
that it can take the necessary steps to adapt to changing
conditions, by adjusting the timeframe or geographical
application of its targets.
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Qverexposure to a single region, customer segment or a
particular technology might, for example, have an adverse
impact an Linde’s net assets, financial position and results
of aperations and on its future growth prospects if the
assumed overall circumstances change, i.e. in a situation
where economic conditions worsen or customers fail to
extend their contracts. To counter this risk, the Group ap-
plies portfoliomanagement to define and monitar target
ranges forits investments. In addition, Linde's integrated
business model means that it is in a position to offer its
customers different construction and cperator models and
thus to manage its concentration risk.

Purchasing and supply chain risks

A key element in the success of the business units is the
ready availability of products and services purchased by
tinde, which must be of suitable quality, and obtainable
inappropriate quantities at prices in line with market con-
ditions, This applies not only to certain gases which Linde
does not produce itself, but also in particutar to material
groups which are dependent on raw materiais such as
steel, aluminium and brass as well as energy.

To reduce risk, Linde pursues a portiolio strateqy across
the entire Group. This strategy is arganised on the basis of
defined groups of materials, which are used o categoiise
alt products and services. Reviews are performed for each
group of materials to ascertain security of supply, any
dependence on suppliers and the supplier portfolio. The
Group devetops appropriate purchasing strategies using
the category management method jser uussary). The
global purchasing organisation and the regional and local
purchasing organisations are involved in this process, from
the development of strategy to its implementation in the
relevant country, so that the information available about
{ocal markets can be incorporated into the development
of purchasing strategies.

Methods of best practice adopted centrally and supplier
selection and evaluation tools are used throughout the
Group to suppaort the purchasing organisations.

In addition to adopting purchasing strategies based
on groups of materials, Linde is continuing to aptimise
its supplier portfolio and the contract status of its sup-
pliers so as to minimise purchasing risks. For products
and services where the price depends lo a great extent
on volatile primary markets, the cost risks are minimised
by using time-optimised agreements. An example of this
is the purchase of energy. On the purchasing side, the
impact of price volatility risks relating to the procure-
ment of electricity and natural gas is cushioned by long-
term purchasing strategies in the deregulated energy
markets. Linde’s procurement activities in the relevant
wholesale energy markets are governed by a global risk
quideline which determines the ranges for price hedging
over the next lew years. Compliance with the guideline
is monitored by a global committee. Data transparency
is established by means of a professianal IT tool for the
energy trade. Furthermaore, on the sales side, due to the
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amounl of energy consumed in industrial gases produc
tion, luctuations in the price of electricity and naturai
gas are passed through to customers using appropriate
price formulas.

when Linde purchases gases, it counters procurement
risks and price risks by means of strict technical apportion-
ment {purchase, own production or purification of gases)
and geographical distribution. Unforeseen fluctuations in
sales volumes can thus be offset. Where take-or-pay agree-
ments have been concluded with gases suppliers, sales
risks might possibly arise for the Group if it has not also
entered into carresponding agreements with customers.
Linde has established management processes to identify,
evaluate and, if necessary, limit such risks.

Risks may arise for The Linde Group if long-term pro-

“cutement cantracts are nat matched by salés contracts

covering a similarly long period. The risks of fluctuations
in demand and prices on the sales side are therefore con-
sidered by Linde before it enters into long-tefm purchase
contracts.

iT risks
Many pracesses in the Linde organisation are dependent
on the reliability of the IT infrastructure, software applica-
tions and data. Therefare, breakdowns or interruptions in
the relevant systems or data loss generally have a negative
impact on business processes or production. Longer-term
shutdowns or critical data loss could adversely affect the
net assets, financial position and results of operations of
the Group. Breaches of data protection rules, unaythor-
ised data retrieval or the loss of personal data or sensitive
corporate data might result in compensation claims, pen-
alty charges, competitive losses and long-term damage
to reputation and a loss of confidence in the company.
The current state of the existing security measures is
monitored via a Security Reporting pracess and s reviewed
by the {T internal audit department and external 17 audi-
tors. These regular assessments and audits identify any
amendments and improvements that might be required,
thus contributing to continuous, sustainable improvement
in the effectiveness of the security measures. The protec-
tive measures have been combined to form a multi-stage
defence of the systems and data against attacks from
outside {malware infection, cyber attacks, invasion at-
tempts). An internal process is used on a regular basis to
identify sensitive applications and IT infrastructures which
are then subjected to special penetration tests with the
help of externat experts. There are also specific protec
tive precautions for the netwarks to reduce the risk of a
computer virus spreading from a production site to plant
control systems or other production sites. in 2015, further
protective measures were also taken allowing the active
identification of unusual data traffic in the networks in
order to pinpoint the possible start of a malware infection.
In order to ensure that systems can be restored within a
reasonable period in the event of catastrophic faitures
or data loss, business-relevant applications run in global
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data centres that back the data up to remote locations.
Emerqgency recovery plans are tested on a regular basis
to make certain that they ace workable.

The Group is continually adopting measures to keep
the current 1T landscape {including software applications)
technically up to date, based on a long-term programme
of consolidation. This will make 3 significant contribution
towards ensuring information security and the provision of
adequate support for the Group's business pracesses. To
counter the risk that insufficient resources and expertise
will be available to maintain company-specific applica-
tion software developed in-house {(which might mean, in
the worst-case scenario, that business-critical processes
were inadequately supported), Linde has devised a stand-
ardised process for the development, testing and use of
application software. :

The IT project LEAP (Linde Excellence across Processes)
is a major strategic company initiative with the aim of
achieving synergy effects thanks to the global standardi-
sation of business processes within The Linde Group. There
are some project risks attached to the project, due to
its size and to the fact that some of the applications are
business-critical and will be affected when the project is
implemented. In the current roll-out phase of Linde Tem-
plate to the operating units, there is the risk that, when
the changeover from the current processes o ihe stand-
ardised processes takes place, complications might arise
in some countries, in the worst case, these might result
in breakdowns or temporary interruptions in business
processes. To counter this risk, the initiative is being in-
troduced sequentially in different countries. Moreover,
in each country where the changeover is taking place,
change management techniques will be used ta involve
the personnel responsible in planning and preparing for
it before the operation actually commences. The Gioup
will therefore be able o benefit from the experience it
has acquired in countries which have already adopted the
new Linde Template.

Personnel risks

The success of the Group is dependent on the commitment,
motivation and skills of its employees and executives. The
principal risk factors associated with attracting well-quali-
fied staff and ensuring their long-term loyalty to the Group
are the ever-increasing shortage of skilled personnel and
fierce competition in the labour market. Competition for
employees of the right calibre is now becoming even more
intense, especially in the Asian markets.

The volatile and demanding market environment
means that Linde needs 1o have the ability to make con-
slanl improvements irits processes and Lo act swiftly o
adapt its arganisational structure to keep up with rap-
idly changing industry requirements, Each individual em-
ployee has to be ready and willing to embrace change.
This attitude is an essential prerequisite for the successful
implementation of the pracesses of change. For Linde,
maintaining a relationship with employee representatives
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and trade unions which is based on mutual tust and
constructive cooperation plays a particularly significant
role here.

To address these risk factars, the Group is adopting a
holistic approach towards attracting and supporting its
employees. The approach is based on tinde’s corparate
culture and corporate values, which seek to strike a bal-
ance between trust and supervision and which focus on
employee development. The Group places spedial empha-
sis on its employees assuming personal responsibility and
thinking and acting in an entrepreneurial way.

fn past years, Linde has paid particular atlention to
well-targeted succession planning for management po-
sittons, establishing personnel development schemes as
aresult. Staff development, the cornerstone of long-term
employee loyalty, enhances the skills of management per-
sonnel and fosters their commitment to the Group. Key
aspecis of Linde’s management development programme
are the variety of opportunities on ofter far professional
development, the provision of support and advice to target
groups, mentoring and coaching programmes, the early
identification and advancement of high achievers and
those with potential, and attractive remuneration pack-
ages in line with market rates.

Linde’s statf development schemes is supplemented
by extensive apportunities for gaining qualifications and
for professional development. This comprehensive pro-
gramme strengthens its position as an attractive employer
in the competitive market for skilled workers. The Group
is drawing up new professional development schemes for
engineering inparticular, further enhancing its attractive-
ness as an employer.

Linde also trains graduate engineers on university
courses with a work experience element and is dealing
with the shortage of engineers by continuing to develop its
own in-house training schemes. By applying these meas-
ures and coliabarating more closely with selected higher
education institutions, the Group is able 1o offer skilled
employees excellent professional prospects.
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Research and development risks

The capacity lo innovale is key to the suceess of a tech-
nology company such as Linde. The Group’s research and

development activities focus not only on improvements in

exisling cuslomer processes, but also on new technoiegies

and gases applications which may form the basis for future
business success. Linde is concentrating in particular on

the following growth areas: energy and the enviranment,
metallurgy, food, health and new materials. One key aspect
for Linde is a broader understanding of the term “innova-
tion” and the promotion of a comprehensive innovation

culture. This alse includes organisational development, i.e.
the way in which Linde will do business with its custom-
ers using innovative products and services in the future,
and how new technologies such as digitalisation can be
used to further boost the efticiency and customer focus of
internal corporate processes, allowing Linde to set itself
apart from the competition.

Innovative projects differ from normal capital expendi-
ture projects because of their novelty. Generally, the more
innovative the project, the greater the risks attached
to it. Despite the great opportunities for growth which
may be presented by the activities of Linde’s research
departments, there is a risk that, due to the high level of
complexity of the technologies and markets and the fast
rate of change associated with them, projects might be
postponed, or might not be able to proceed for techno-
logical, economic, legal, patentiaw or safety reasons. The
collaboration withresearch and development parinets can
give rise to additional risks to the project’s success, e.g.
the risk that a partner might become insolvent. On the
other hand, there is also the risk that competitors might
develop new technalogies faster or in a more sustainable
manner and then launch them onto the market and of
this presenting a threat to Linde’s core technologies. In
order to be even more effective in combating these risks
throughaut the entire innovation process, from the gen-
eration of ideas to the profitable marketing of innovative
products and services, Linde has taken organisational
measures to imprave the use of innovative power and
competencies on the application development rise and
10 pursue an even more systematic approach to devel-
oping oppartunities. The area of innovation has been
combined across the Group in the Corporate & Support
Function Technology & Inngvation (T & I). This unit mon-
itors major technological trends, checking continually
whether innovative ideas within the Group are a good
fit wilh Linde’s overall strategy and have the potential
to generate profitable growth. This work is supported by
cooperation with leading companies and universities and
by strategies to protect the Group's intellectual property.
1 &1 also coordinates Linde’s participation in the work
of standard-setting bodies and associations and its rep-
resentation on many relevant industry committees, such
as those concerned with hydrogen technology. The Group
is actively involved in the devefopment of future stand-
ards, as the marketing of innovations may depend on
compliance with those standards. The Cotporate & Support
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Function T &1 is also responsible for application devel-
opment, which is embedded in the operating segments,
ensuring the necessary degree of proximity to customers.
Company-wide initiatives, in the area of digitalisation, for
example, are also managed centrally by this department.

Environmental risks

As discussed in the section on Safety risks above, the Group’s
various operating processes in particular are also associaled
with risks which might lead to environmental damage. Linde
understands and knows about the environmental impact
of its processes and is therefore in a position to develop
and implement plans to limit and cantrol such effects. The
Group focuses in particular on reducing emissions and on
making continual improvements to its operations to ensure

" the efficient use of resources, matetials and energy. Lindeis

involved, forinstance, inimpraving the energy efficiency of
its production plants and in increasing the performance of
its transport fleet, However, the possibility that the Group’s
activities might lead to environmental damage or that re-
mediation works might cosl more than atiginally budgeted
cannot be completely ruled out.

Tax risks

As a group with global operations, Linde is governed by
the tax rules and requlations applicable in each country
in which it operates. When tax rules change, this may re-
sult in a higher tax expense and the need to make higher
tax payments. In addition, changes in tax legislation may
have a significant impact on the Group’s tax receivables
and tax liabilities as well as on its deferred tax assets and
deferred tax liabilities. Moreaver, uncertainty about the
tax environment in same regions may restrict the Group’s
opportunities to enforce its rights under the law. Linde also
operates in countries with complex tax regulations which
could be interpreted in different ways. Future interpreta-
tions of these regulations and,/or changes in the tax system
might have an impact on the tax liabilities, profitability
and business operations of the Group. Linde is regularly
audited by the tax authorities in various jurisdictions. Tax
risks which might arise from the issues discussed above are
identified and evaluated on an ongoing basis by the Group.
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Executive Board summary

of the risk situation

The three major risk areas for the Group continue 1o be eco-
nomic risks, risks associated with the provision of setvices
and financial market and country risks. As far as the risk
categories of moderate relative significance are concerned,
strategic risks moved down the rankings year-on-year to
fall behind regulatery and legal risks, while procurement
and supply chain risks moved up two positions, overtaking
IT risks, since the previous year.

when it comes 1o the risk categories at the lower end of
the ranking, research and development risks have moved
up two notches since the previous year, while tax-related
risks have fallen to the very bottom of the rankings. Since
the risk categories in the middle and at the bottom of the

. rankings-are very close to each olher in terms of their
ranking, the risk situation for Linde on the whole has not
changed to any considerable degree compared with the
previous year.

Given the risk management procedures in place, the
Executive Board has not identitied any risks in the 2015
financial year which might, individually or in total, have
an adverse impact an Linde’s net assets, financial position
and results of operations and thereby on the viability of
Linde as a going concern,

If there were to be a change in circumstances, risks
which are currently unknown or deemed to be immaterial
might gain in importance. Linde has made the organisa-
tional arrangements necessary to ensure that it becomes
aware at an early stage of any apparent changes in risk
situations and makes an appropriate response to such
changes.
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compared to the 2015 result {1.5 percent). OE is predicting
anincrease of industrial production by 1.6 percent in 2016
(2015: 1.0 percent).

In Western Europe and the Euro area, the ecoanomy is
expected to continue its path of fragile recovery. OE is
forecasting a GDP growth of 1.9 percent for Western Europe
in 2018, which is slightly higher than the growth seen in

OUTLOOK
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Macroeconomic trends

As ol January 2016, economists are-expecting a similarly
low level of growth in the global economy in 2016 as was
achieved in 2015. However, the outlook remains highly un-
certain and dependant on various opporiunities and risks,
some of which emerged already in 2015. First of all, there
are developments in the emerging markets: The Chinese
government is still faced with the particular challenge
of driving ahead with the country’s current economic
transformation without allowing any major ineflicien-
cies to cceep in, Another challenge relates to economic
develgpment in Brazil and Russia in a complex political
environment. These two countries, like other emerging
markets, are heavily reliant an oil price developments,
which will remain a focal issue in 2016. Any increase or
deciease comes hand-in-hand with advantages and dis-
advantages, respectively, for individual countries and
industries. But regardless of the actual price that would
be set on the market, it is this volatility and unpredicta-
bility that affects the investment plans in many industries.
Last but not least, the central banks have a key role lo
play. Even in the uncertain growth environment that this
year will bring, they will have to maintain investor trust
regarding significant manetary policy shifts, As a result,
they remain a key source of impetus for the global finan-
cial system and the global economy. Of course, existing
geapalitical tensions as weill as possible new trouble
spots could further negatively affect the economic de-
velopments in 2016,

Against this background, Oxford Economics (OE) is
currently predicting growth in gfobal real gross domes-
tic product (GDP) of 2.¢ percent in 2016, following a rise
of 2.5 percent in 2015, Global industrial production (1P} is
forecast to grow by 2.3 percent in 2016, stronger than in
2015 (1.8 percent). Notable to mention is the consensus
that the global economy is set for another year of below
average growth.

If additional negative developments emerge in 2018, it
may be the case that the growth engines we could usu-
ally rely anin the past stop working. Oxford Economics is
expecting considerable variations in economic trends in
differentregions of the world for 2016. In the EMEA region
{Europe, Middle East, Africa), economists are expeciing an
increase in economic output of 1.9 percent, a solid growth
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2015 (1.7 percent). The growth forecast for the Euro areais
1.8 percent in zo1s (201s: 1.5 percent). The positive economic
trend in Germany should accelerate further in 2016, Here,
aGDP growth of 2.0 percent is expected (2015: 1.5 percent).

In the Middte East and Eastern Eurape region, a diverg-
ing development is expected in 201s. In the Middte East,
economists are predicting 8 GDP growth of 1.9 percent,
lower than what had been achieved in 2015 (3. percent).
In Eastein Furope, GDP is expected 10 recover 10 a growih
of 1.2 percent (2015; - 0.6 percent). Russia is expecied to
experience another year of recession with a GDP gfowth
of 1.0 percent {1P: -0.4 percent). For South Africa, Oxford
Economics is expecting a slightimprovement in the eco-
nomic climate with a G0P growth rate of 1.7 percent (2ms:
1.4 percent).

Growth in the Americas region is expected to be at
1.8 per¢ent (2015: 1.5 percent) and is mainly driven by a
positive development in the US. Here, both the forecasts
released by economic institutes and the recent decision
made by the US Federal Reserve to raise key rates highlight
the assumed strength of the domestic economy. Oxford
Economics is predicting a GOP growth rate of 2.4 percent
in the US in 2016 (2015: 2.4 percent), while industrial pro-
ductionis expected to increase by .4 percent only. Thisis
a large drop compared to the previous year (2015: 1.3 per-
cent) which already was well below the rate achieved in
2014 (3.7 percent).

For South America, economists are forecasting only a
minor improvement in 2016, The stili negative trend is driven
by the ongoing recession in Brazil, GDP in South America
is expected to decline by 1.0 percent (2015: -2.0 percent).
Industrial production is expected to shrink by 1.1 percent
(2015: -4.5 percent). The recession in Brazil is expected to
continue as 2016 GDP is expected to decline by another
2.6 percent in addition to the fall by 3.7 percentin 2015. In
the absence of significant policy change the situation in
Brazil will not fundamentally improve in the next years.

As in previgus years, the strongest growth ratesin 2016
are once again expected in the Asia/Pacific region, OF is
forecasting that economic output in this region will rise
by 5.4 percent (2015: 5.5 percent). Industrial production
is expected to increase by 4.8 percent (201s: 4.2 percent).
within the Asia/Pacific region, it is anticipated that China
and India will have the {astest rate of growth. GDP in China
is expected to grow by 6.3 percent in 2016, making another
year of stow deceleration (2015: 6.9 perceni). Industrial
praduction is forecast o increase by 4.9 peicent (2015:
5.9 percent), These trends are forecast under the condi-
tion that the government will remain capable to deal with
the challenges related to a smooth transition towards a
more consumer-driven economy and avoid a “hard-landing”
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scenario. For India, Oxford Economics is even expecting
a GDP growth rate of 7.4 percent (same as in 2015) and a
growth of IP by 6.5 percent (2015: 4.7 percent).

Australian GDP is expected to increase by 2.7 percent
in 2016 {2015: 2.4 percent). A decline in mining investment
over the next few years is, however, also expecied to put
pressure on growth in the manufacturing industry.

The economic forecasts presented here are based on
the dataset from Oxford Economics as of 14 January 2016.

Industry sector outlook

Gases industry

The forecasts for global economic development suggest

that.growth rates on the global gasés market in 2016 will
be roughly on a par with 2015 - although this outlook
remains overshadowed by considerable risks. while the
market environment in Europe is expected to improve
slightly, the growth outlook for the sector in the emerging
economies has clouded over slightly. The slight slowdown

in the industrial economy in the US and the subdued in-

vestment climate for new large-scale projects in the oil
and gas, chemicals and steel sectors are likely to influence
the market environment. The healthcare sector remains
characterised by considerable growth potential, although
price pressure continues to mount.

Plant construction

Due to the low oil prices, sector experts predict that the
willingness to invest will remain volatile or weak on the
international market for large-scale plant construction in
2016. Competitive and price pressure will continue torise
due to the smaller market volume on the whaole.

The trends seen in recent years will continue in 2016.
These include the global increase in energy requirements,
the constant rise in the demand for environmentally
friendiy technologies and the increased focus on uncon-
ventional sources of energy.

Outlook - Group

In the light of the macroeconomic trends and industry
sector outlook described above, and adjusted for cusrency
effects, linde expects a Group revenue performande in
the range of -3 percent to +4 percent in the current 2016
financial year. As far as Group operating prefit is concerned,
Linde also expects a currency-adjusted developmentinthe
range of -3 percent to +4 percent in the 2016 financial year.

The currency-adjusted growth forecast is based on
Group revenue and Group operating profit in 2015, It needs
to be taken into account, however, that the euro gained
value again at the beginning of the 2016 financial year. at
the same time, the currencies that are important for Linde
such as the US doltar, British pound, Chinese renminbi, Aus-
tralian dollar and South african rand, in particular, proved
to be very volatile. Currency translation effects resulting

* Forwaid exchange rates tof the end of 2016

109

from the conversion of the individual currencies into euro
as the reporting currency have a significantimpact on rev-
enue and earnings. Taking the foreign exchange rates as
at January 2016 as a basis, for instance, 2015 Group rev-
enue would have amounted to euk 17.470 bn and Group
aperating profit to eur 4.025 bn.

Linde is seeking to achieve a return on capital em-
ployed (ROCEYof around 9 percent in the 2016 financial year.

NB: A description of the Group's medium-term tar-
QELS IS GIVEN iR TAKGETS AND SIRATEGY GF THE LINDF GROUP.
PAGFS 47 10 49,

Qutlook - Gases Division

The development of the product afeas within the Gases Di-
vision depends on various factors. Linde’s.selid on-site
project pipeline will make a positive coniribution to the
revenue and earnings deveiopment in the 2016 financial
year. In the liquefied gases and cylinder gas product areas,
business perfarmance depends primarily on the macro-
economic trends, The Healthcare business will continue
to make a positive contribution to revenue development,
Nevertheless, the revenue contribution in 2015 will be
much lower than in 2015 due to state price cuts for ser-
vices in the US Healthcare business. At the same time,
price adjustments mean that earnings in this product area
are likely to decline.

Depending on the general conditions as described
above and on economic developments, Linde is looking
10 achieve the following targets in the Gases Division in
the 2016 financial year: The currency adjusied revenue is
1o be at least at the level of the previous year 2015 and
could increase by up to s percent, The performance of
currency-adjusted operating profit is expected to range
between -1 percent and + 6 percent.

The margins of the individual segments (EMEA, Asia/
Pacific and Americas) are expecled 1o be around the
same as those achieved in 2015,

Outlook - Engineering Division

The market environment in the international market for
large-scale plant construction is expected to remain ex-
tremely volatile in the current year 2016. Although Linde
can fall back an a solid order backlog, the positive reve-
nue contributions from these orders will not yet have a
full impact in 2016 due to the project structure.

Linde therefore expects the Engineering Division to
achieve revenue of between eur 2.0 bn and Fur 2.4 bnin
the 2016 financial year and anticipates an opefating mar-
gin of around 8 percent.
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Capital expenditure

Linde's investment strategy targets opportunities which
offer above-average growth rates. The Group will continue
10 pursue the same approach in the 2016 financial year.
Based an the investment decisions it has already made
and the great number of investment opportunities still
available, Linde expects the investment ratio in the Gases
Division in 2016 to correspond to between 11 percent and
12 percent of the revenue, i.e. down an the level for the
2015 financial year (investment fatio 2015: 12.4 percent),

Financing

In the 2016 financial year, Linde will contifive to apply
its strateqy of safeguarding liquidity and maintaining
long-term financing. Depending on developments in the
financial markets and the growth opportunities availa-
ble, Linde continues to regard 2.5 as the upper limit for
its dynami¢ indebtedness factor (net financiai debt to
operating profit).

The profitable growth defined by the Group’s medi-
um-term targets shouid continue to be financed mainly
by the cash flow from operating activities. Linde intends
to use the cash flow remaining after deducting capital
expenditure to cover its financing costs, futuse rises in
dividend payments expected at the current time and the
systematic repayment of its financial debt.

Dividends

Continuity and prudence will remain the mostimpaortant
criteria for Linde’s dividend policy in future. As in previ-
ous years, the Group will generally determine the tevel
of the dividend for the 2016 financial year on the basis
of the operating profit figures, while at the same time
taking long-term expectations regarding business devel-
opments into account.

110

Qutlook - Linde AG

For Linde AG, the parent company of The Linde Group, net
income for the year is the core performance indicator. sef
NET ASSETS, FIHANCIAL POSITION ANT RESULTS OF OPERATIONS
OF LINDE AG, PAGES 73 10 75. Investment income for the
year is the figure which has the gieatest influence on this
performance indicator.

Based an the prevailing macraeconomic and sector-spe-
cific situation which has been described in detail above,
the Group expecis an improvement in the net income for
the year of Linde AG of araund 5 percent in 2016, compared
with the figure for 2015.

Statements relating to the future

The combined management report contains statements
relating to the future which are based on managements,
current estimates about future developments. These state-
ments are nok to be understood as guarantees that these
expectations will prove to be true. The future development
and the results actually achieved by The Linde Group and
its affiliated companies are dependent on a number of risks
and uncertainties and may therefore deviate significantiy
from the statements relating to the future, Linde has no
plans to update its statements relating to the future, nor
does it accept any obligation to do so.
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DECLARATION ON
CORPORATE
GOVERNANCE IN
ACCORDANCE WITH
§289a OF THE
GERMAN
COMMERCIAL CODE

- - (HGB) - ‘

OUTLOGK <308

DECLARATION ON 11
CORPORATE GOVERNANCE
IN ACCORDANCE W1TH
§28%9a OF THE GERMAN
COMMERCIAL CODE (HGB)

TAKEQOVER-RELATED =112
QISCLOSURES

The Executive Board and Supervisory Board of Linde AG
approved the prescribed deciaration pursuant to §1s1 of
the German Stock Corporation Act {(AktG) on the recom-
mendations of the German Corparate Governance Code and
made it accessible to the shareholders on a permanent ba-
sis. The Declaration of Compliance has been published on
the Internet at wwviy LINBE (COMFDECLARATIONCFCOMPLIANCE,

The Declaration on Corporate Governance ¢an be found
on the Intefnet at www. LINDE COMACORPORATEGOVERNANCE.

more infarmation about corporate governance at Linde
is given in the section entitled Corporate Governance on
raAGFs 14 Tu 2i of the Annual Report.

111
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DISCLOSURES

DECLARATION ON CORPO- <111

RATE GOVERNANCE IN
ACCORDANCE WITH § 2893
OF THE GERMAN
COMMERCIAL CODE (HGB)
TAKEQVER-RELATED
DISCLOSURES

2

EVENTS AFTER THE >114

BALANCE SHEET DATE

Capital subscribed

Information about the composition of capital subscribed
is given in norr 4224 of the Notes to the Group financial
statements.

Restrictions affecting voting rights

or the transfer of shares

In the 2007 financial year, it was resolved at the Annual
General Meeting to introduce a share option scheme (Linde
Performance Share Programme 2007) for management
boards and lower-ranking executives under which up to
3.5 million subscription rights can be issued. i members of
the management board or certain lower-ranking executives
subscribe for or acquire shares as a result of exercising
options, 25 percent of those shares or, under certain condi-
tions, shares equivalent to 25 percent of the total number of
options exercised are subject to a twg-year lock-up period.
Undes this share option scheme, subscription rights have
been issued in each of the years 2007 to 201t

Shareholdings exceeding 10 percent

of voting rights

Linde AG is not aware of any direct or indirect shareholdings
which reach or exceed 10 pescent of the vating rights.

Shares with special rights
There are no shares with special rights which confer powers
ot control on the holder.

Method of cantrolling voting rights if
employees hold shares and do not exercise
their control rights directly

Employees who hold shares in Linde AG exercise their
control rights directly like other shareholders in accord-
ance with legal requlations and the rules set out in the
articles of association.

112

Legal reguiations and rules set out in

the articles of assaciation governing

the appointment and removal of members
of the Executive Boord and changes to

the articles of association

The members of the Executive Board are appointed and
removed by the Supervisory Board in accordance with
§§ 84 and 85 of the German Stock Corporation Act (Ak1G)
and §31 of the German Codetermination Act {MitbesiG).
Appoiniments are for a maximum term of five years. It
is permissible for members of the Executive Board to be
reappointed of for their term of office to be extended, al-
though in each case for a maximum period of five years.
Pursuani to §31 of the German Codetermination Act (Mit-
bestG), the appointment of a member of the Executive
Board requires at least a two=thirds majority of the'mem-
bers of the Supervisory Board.

According to Article 5.1 of the articles of association,
the Executive Board consists of several members. The
Sypervisory Board determines the number of Executive
Board members. According to Article 5.2 of the articles
of association, the Supervisory Board can nominate one
of the members of the Executive Board as Chairman of
the Executive Board and one as Deputy Chairman, The
Supervisory Board may revoke the appointment of a mem-
ber of the Executive Board or the nomination of one of
the members of the Executive Board as Chairman of the
Executive Board if there is good cause to do so pursuant
to §84 (3) of the German Stock Corporation Act (Ak1G).

Changes to the articles of associatian require a reso-
lution to be passed at the Annual Genesal Meeting in ac-
cordance with § 119 (1} No.s and §179 Ak1G. Resolutions
at the Annual General Meeting require a simpie majority
of the votes cast, as set out in Article 13.2 of the articles
of association and, if a majority of shares is required, a
simple majority of the share capital represented at the
voie, as long as mandatory legal rules do not require a
different majority. According to Article 9.5 of the articles of
association, the Supervisary Board is authorised to make
amendments to the articles of association concerning only
the form of words used.

Powers of the Executive Board to issue

and repurchase shores

Information abaut the powers of the Executive Board to
tssue and repurchase shares is given in no1f 122/ of the
Notes to the Group financial statements.
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Significant agreements relating to @ change
of control subsequent to o takeover bid

If there is a change of contrel, the hybrid bonds issuedin
2006 M3y be called in and repaid early.

In the financial years 2007 to 2015, Linde AG issued
benchmark bonds under its ur 10 bn Debt Issuance Pro-
gramme, either itself or via Linde Finance B.V. Under the
terms and conditions of the bond issues, in the event
of a change of control, the bond creditor may demand
immediate repayment if the change of control leads to
withdrawai of the rating or to a reduction in the 1ating
to or below certain rating levels for unsubordinated un-
secured liabilities.

There are also other significant financing agreements
in place, each of which includes specific rules which ap-
ply in the event of a change in control. These rules set - - - - -
out, in particutar, the duty to provide infarmation to the
contracting party, as well as the cancellation rights of the
contracting party.

There are customer contracts with clauses which grant
the customer special cancellation rights in the event of
a change of controt. If these special cancellation rights
are exercised, the contracts provide for appropriate com-
pensation,

Under the terms and conditions of the Linde Long Term
Incentive Plan 2012 {LTIP 2012) for management boards and
lower tiers of management, in the event of a change of
control, special rules may be adopted. The special rules
which apply 10 the share options issued in 2012 to 2015
are that, in the event of a change of control, cancellation
rights apply, which means that options may be settled in
cash in an amount to be determined.

Compensation arrangements made by the
Compony with members of the Executive
Board or with employees which will opply
in the event of g takeover bid

If there is a takeover of tLinde AG and the employment
contracts of the members of the Executive Board are ter-
minated, the members of the Executive Board may be en-
titled to certain compensation payments based on their
contractual emoluments. These compensation payments
have an upper limit. A more detailed description of the
effect of the rules on change of control on Executive Board
members is given in the Remuneration report,

113
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EVENTS AFTER THE
BALANCE SHEET DATE

TAKEQVER-RELATED <112

DISCLOSURES

EVENTS AFTER THE 114
BALANCE SHEET DATE
GROUP STATEMENT OF >116

PROFLT QR LOSS

with effect from 31 January 2016, Linde acquired 100 percent
of the shares of the US company American HomePatient
Inc. This company specialises in respiratory therapy for pa-
tients suffering from COPD {chronic obstructive pulmonary
disease). In the 2014 financial year, American HomePatient
generated revenue of around eur 260 m with 3 good
2,700 employees. Linde intends to use the acquisition 1o

MUNICH, 19 FEBRUARY 2016

DR WOLFGANG BUCHELE
[CHIEF EXECUTIVE OFFICER]

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD]

DR CHRISTIAN BRUCH
[MEMBER OF THE EXECUTIVE BOARD]

114

expand its position in the healihcare services sector and
to generate further synergy potential with the existing
Lincare business. The purchase price was usp 225 mbefore
puschase price adjustments. Since the acquisition date is
so close to the date on which the consolidated financial
statements were drawn up, no further canclusive infor-
mation is available. . .

Moreover, etfective 17 February 2016 Linde s01d 0.1 per-
cent of its shares in Linde-Huayi (Chongging) Gases Co., Ltd,
whichis held in the Asia/Pacific segment, to the minority
shareholder, thus handing over its majority stake in the
company within the meaning of IFRS 10. After the sale
tinde still holds a stake of 19.9 percent and continues to
have significant influence within the meaning of IAS 28
The sale of the shares had still been subject to the approval
of the Peaple’s Republic of China’s Ministry of Commerce
(MOFCOM). The approval was granted on17 February 2016.
The sale mainly comprises the deconsolidation of hydrogen
plants and associated financial liabilities.

No other significant events occurred for The Linde Group
between the balance sheet date and 19 February 201s.

GEQORG DENDOKE
[MEMBER OF THE EXECUTIVE BOARD]

BERNO EULITZ
[MEMBER OF THE EXECUTIVE BOARD]

SAN]JIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD)

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 145 av 272



—— Brgnngysundregistrene Arsregnskap regnskapsaret 2015 for 976647602

116
17
18
120
122
124

Group statement of profit of loss

Group statement of comprehensive income
Group statement of tinancial position
Group statement of cash flows

Statemeni of changes in Group equity

Segment tnformation
(Part of the Notes to the
Group financial statements)

Notes to the Group Financial Statements

127
142
146
173

221

Principles

Nates ta the Group statement of profit or oss
Notes to the Group statement of financial position
Other information

Independent auditors’ repoet

Group Financial Statements

SECTION 3

FINANCIAL STATEMENTS

20.11.2020 kI 01:44 Brgnngysundregistrene Side 146 av 272



== Brgnngysundregistrene Arsregnskap regnskapséret 2015 for 976647602

! LINDE FINANCIAL REPORT 2015

GROUP STATEMENT
OF PROFIT OR LOSS

EVENYS AFTER THE <114
BALANCE SHEET DATE

! GROUP STATEMENT OF 116
PROFIT OR LOSS

! GROUP STATEMENT QF >117
COMPREHENSIVE INCOME

E 31 GROUP SITANEMENT UF PROHIT OR LUSS

inEURm Note T 2014
Revenue [8] FRLE 17,047
Cost of sales _ ) 11,543 11,297
i GRQSS PROFT 6.369 5,750
! Marketing and selling expenses ) 24t 2,476
Research and development costs . ) 32 106
Administeation expenses 1084 1,488
Other operating incame ) 7 . . 9] 4 486
; Other operating expenses {91 I3y 303
‘ Share of profit of foss from associates and joint ventures (at equity} . 12 22
EBFT _ i ) 2oy 1,885
Financial income . B AL 12 50
! Financial expenses i ) o I £ 4.9 415
PROFIT BEFORE TAX 1,646 1,520
Income tax expense B L N o i Al 358
' PROFIT FOR THE YEAR 1,252 1,162
antributable to Linde AG shareholders ) tiiy 1102
} attributable to non-controlling interests 103 60
I Earnings per share in Eur - undilyted [13] " 5.94
Fasnings per share in cur - diluted {13} G1° 5.91
j
i
%
|
‘ 116
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GROUP STATEMENT
OF COMPREHENSIVE
INCOME

GROYP STATEMENT OF <116
PROFIT OR LOSS

GROUP STATEMENT OF 117
COMPREHENSIVE INCOME

GROUP SYATEMENT OF =318
FINANCIAL POSITION

E32 GROUP STATEMENT 0f DIHER COMPRIHENSIVE INCOME

iMEUR M, LFE NI 200 2014
PROEIT FOR THE YEAR 1,452 1,162
OTHER COMPREHENSIVE INCOME (NET OF TAX) 62 147
JTEMS THAT WILL BE RECLASSIFIED SUBSEQUENTLY 10 PROFIT OR LOSS 46!09 648

unrealised gains/losses on available-for-sale financigl assets . - 4 -1
Unrealised gains/losses on hedging instruments Ay -650
Currency translation differences L s 1,308
ITEMS THAT Wikt NOT BE RECLASSIFIED SUBSEQUENTLY TQ PROFIT OR LOSS 13 =501
Remeasurement of defined benefit plans Al -501
TOTAL COMPREHENSIVE INCOME _ han 1,309
attributable to Linde AG shareholders [ by 1,185
attribytable to nan-contiglitng interests 117 124
17
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GROUP STATEMENT
OF FINANCIAL
POSITION

GROUP STATEMENT OF <137
COMPREHENSIVE INCOME
GROUP STATEMENT OF 113
FINANCIAL POSITION
GROUP STATEMENT OF »120
CASH FLOWS

E33 GROUP STATEMENT OF FINANUIAL POSITION

in EUR M Note 51322045 31.12.2014
Assels

Soodwill [14] 1,604 11,055
Othet intangibleassets (143 270 2,922
Tangibleassets T 1) wnp 12,151
nvestments in associates and joint ventures (3t euity) [16] 242 240
Other financial assets _ o - {16] 57 85
Receivables from finance leases ) g 2n7p 48
Trade receivables A L 18 2y 3
Othes receivables and other assets . ) L] an 549
Income tax receivablas e _Ig] 3
Deferred tay assets _ [2] e 306
NON-CURRENT ASSETS 28416 27,562
inventories _ th] 1241 1,153
Receivables fiom finanice leases o R 18} 52 50
Trade receivables o B [18} 2.74 3861
Other receivadles and other assets . ) R _ B g} EEES 723
gome tax tecevables W a2
sewnties . 1] wi s
Cashiand cash equivalents o . {20 1,417 1,137
Non-curjent assets classified as hefd for sale and dispesal groups I 1| " -
CURRENT ASSETS 6921 6,863
TQTAL ASSETS 35,347 34,425
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E 34 LRUUP STATEMERT OF FINANUIAL POSHTION

in EUR m Wote 41 ur 30122014
Equity and liabilities |
Capital subscribed i . _ il A5
Conditionally autherised capital of EUR 57 m {2014: EUR 62 m} _ | o
Capital reserve €736 l 6,730
Revenue reserves it 6,564
Cumulative changes in equity not recognised through the statement of profit of loss 20 | -363
TOTALEQUITY ATTRIBUTABLE TO LINDE AG SHAREHOLDERS [22) 14,578 13,406
Nan-controfling interests [22} wil ; 8461
TOTAL EQUITY 15,4450 14,267
Provistons for pensions and similar obligations (23} [N I 1,265
Other noa-tutrent provisions f24} 535 1 492
i Deferred tax habilities [12} Tt 1,726
Financial debt [25} D14 | 8,562
| Liabilities from finance leases f26} 3 | 51
Trade payables (27} 1 2
Other nena-curtent Labilities [27} 2 648
NON-CURRENT LIABILITIES 7_71§.lL3 | 12,746
Current provisiens (24} Ty i 1,012
Financial debt [25) Al 1,294
Liabilities from finance leases . _ . R ] (26} 23 l 23
Trade payables [ {27} 1013 I 3,485
Other current liabilities {27} 235 1,073
Income tax payables ) [27} 348 ' 525
Liabidities tn connechon with non-cuirent assets ¢lassified as helg for sate i
and disposal groups Rt LA -
CURRENT LIABILHIES 7185 | 7,412
TOTAL £GUITY AND LIABILITIES 35 347 34,425
'
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GROUP STATEMENT
| OF CASH FLOWS

GROYP STATEMENT OF <118
, FINANCIAL POSITION
i GROUP STATEMENT OF 120 .
CASH FLOWS !
STATEMENT OF CHANGES »122
IN GROUP EQUITY

E 35 GROUP STATEMEINT OF CASH T1IWS

in EUR m, “FE NOTF (33} Note 217 2014
| Profit befote tax o 1,648 1,520
i Adjustments to profit before tox to colcilate cash flow from operating activities -
t amottisation of intangible assets/depreciation of tangible assets [14], [*5) 1,976 1,969
, impaisments of financial assets _ ) [t6] 1o 1
' Prafit/loss on disposal of non-cureent assets ) . =19 -17
! Net inferest o 7 . m de0f 368
: Finance income ansing from finance leases in accordance with IFRIC 4/1AS 17 R L1 19 19
Shate of protit of loss from associates and joint ventures {at equity) [16] ey -2
Distributions/dividends received from associates and joint ventyres [16] 2 s
! Income taxes paid o 3 . . -533}  -599
‘ Changes in gssets and liabilities .
Change ininventoties U L1/ | SR ] I £
Change in trade receivables o o Dy py o -214
i thengeinprovisions - . Ry 1
Changeintrade payables I o o e o 299
} External funding/atiocation to plan assets re. defined benefit plans o {23] - -300
J {hange in other assets and liabilities 7 W 14
i CASH FLOW FROM OPERATING ACTIVITIES 3,593 3,001 |
I Payments for tangible and intangible assets and plants held under finance leases in
! accordance with IFRIC 4/1AS w7 . e B o -laedy  -1.957
“ Paymerts for investments in conselidated companies N myl -65
1 Payments for investments in financiafassets . __ —_ il I
Payments for investments in secyritles 9 453 <656
Proceeds on disposal of securties [19) 1,057 306
Proceeds on disposal of tangible and intangible assets and amortisation of receivables
! from finance leases in accordance with IFRIC 47145 77 . . 58 151
;‘ Proteeds on dispasal of consalidated companies and from purchase price repayment claims ) L 99
Proceads on dispasel of nen-current assets held for sale and disposal groups {21} 12 L Fs
Proceads on dispasal of financial assets A EES (1} ‘
CASH FLOW FROM INVESTING ACTIVITIES -1,795 ~2,063

—_
N
o
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Etn (ROQUFPSLAECERT OF CASH FLOWS

inEURmM, \¢ . L'l s, Note 4, 2014
Dividend payments to Linde AG shareholders and non-controlling interests [33] I -645
Cash cutflows for the purchase of own shares A [22] -5
interest received (11} 112 168
Intetest pard 7 ] ‘ _ 48] >4t ~526
froceeds of loans and capitat market debt 125 155 3,003
Cash outflows for the repayment of [oans and capital market debt {25] ERSd -2,976
Cash cuttlows for the repayment of liabilities from finance leases [26} 2 -2
CASH FLOW FROM FINANCING ACTIVITIES 1,51y -1,002
CHANGE IN CASH AND CASH EQUIVALENTS 219 64
OPENING BALANCE OF CASH AND {ASH EQUIVALENTS [20) 1134 1,178
Etfects of currency transtation - 23
Cash and cash equivalents reported as non~current assets lassified as helg

for sale and disposal groups [21] - -
CLOSING BALANCE OF CASH AND CASH EQUIVALENTS [20] 1,417 1,337

121
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STATEMENT OF
CHANGES IN
GROUP EQUITY

' SROUP STATEMENT OF <120
CASH FLOWS

STATEMENT OF CHANGES 122
IN GROUP EQUITY

SEGMENT INFORMATION »124

£ 17 TATENENT OF CHARGES IN GRQUP FRHIITY

i EUR M, SFF Tl Capital subscribed (opitel reserve
AT 01.01.2014 475 6,712

profit for the year ) - -
Othet comprehensive income (net of tax) - -
TOTAL COMPREHENSIVE INCOME - -
bividend payments - -

Changes as a result of share option schemes - 18 ,
Repurchase of own shares = -
7 TOTAL CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS OF THE COMPANY - 18
QTHER CHANGES - -
AT 31.12.2014/01.01.2015 ars 6,730

profit for the year o o . ) L 1. -
Oyher ;omplehensnve Income (nej oi}ax) _ . . . T .
JOTAL COMPREHENSIVE INCOME - -
Dividend payments . . -

Changes as a result of share option schemes - [
TOTAL CONTRIBUTIONS BY AND DISTRIBUTIONS T0 OWNERS OF THE COMPANY = 3
OFHER CHANGES - -
AT 31.12.2015 475 6,736

122
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Cumulative changes in equity aot iecagnised through

Revenue reserves the statement of profit or loss
Tfotaf equily
Remeasurement Currency ottubutoble to
of defined franslation  Avarlable-for-sale Hedging Linde AG Non-tontrolling
benelit plons  Relained earnings differences financal assets instrumenis shareholders interests Tolal equily
-482 7,005 -1,17% 14 221 12,766 820 13,586
- 1,102 - - - 1102 60 1,162
s -498 - 1,240 -9 -650 83 64 147
-498 1,102 1,240 ~¢ -850 1,185 124 1,309
; - -557 - - - : -557 -38 545
R - - - - . - 18 - 18
- -5 B - - - _ -5 - -5
- ~562 - - - -544 ~88 -632
. - -1 - - - -1 5 4
: ~980 7,544 61 5 -429 13,406 861 14,267
; o -l 1149 o - .- . - _ 1,149 103 182
’f’ Ly - 1,066 il R -416) 598 = 24 622
: 14 1,149 1,066 4 -476 1,747 127 1,874
. B . - -585 - - - 585 -116 iy
- - - - - 6 - 6
- -585 - - - -579 =116 -895
- 4 - - - 4 -1 3
~966 8,112 1,127 -1 - 905 14,578 871 15,449
1
123
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SEGMENT
INFORMATION

{PART CF THE NOTES TO THE
GROUP FINANCIAL STATEMENTS)

STATEMENT OF CHANGES <122
IN GROUP £QUITY
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PRINCIPLES =127

£ 38 SFOMENTINFORLATIUN

segments

Gases Division

inEURm, SFE NATT 51! T 2014
Revenue from third parties S L _ [MRLY) 13,966 _ .
Revenue om other segments . " . -
TOTAL REVENUE FROM THE REPORTABLE SEGMENTS 15,108 13,982

QPERATING PROFIY 1,131 3,835

Restructusing casts {non-recurring 1tem) T 64

amortisation of intangible assets/depreciation of tangible assets AW 1,937

EBIT 7128 1,834

{aphal expenditure {exduding financial assets) el 1,890

0 EUR m

Revenue from third parties.
Revenue fiom other segments 7
TOTAL REVENUE FROM THE REPORTABLE SEGMENTS
OPERATING PROFIT

Restructuring costs (Rof-recurting item)

- C e e - - - %

Amerusation of intangible assets/depieciation of tangible assets
£BIT
Capltal expenditure {excluding financial assets)

124
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Segmenls
Engineering Division Other Aclivilies Reconciiation Group
14 2014 2617 2014 Rk 2014 REH 2014
_ 2,18% 2,516 399 565 - 17,041 1047
— Lo e 590 2 L2 425 -608 N
. 2,594 3,106 07 567 -42% -608 17,944 17,047
216 300 EE] 62 780 -277 4,131 3,920
| 50 - - ? 2 192 86
1' 41 35 3% 33 3 -36 T 4% 1,969
145 265 14 29 244 -243 2.843 1,885
32 41 20 13 3 10 1,938 1,954
Segments
Gases Division
EMEA Asig/Pacific Americes Total Goses Division
2014 2005 2014 it 2014 haE 2014
. somil 5,969 i 3,792 Lady 4,208 15,04 13,966
L - n 27 N ot e # 16
6,010 5,980 4,157, 3,812 5,181 4,314 15,1481 13,982
1,790 1,778 1,063 1,010 1,298 1,047 4,151 3,835
, 87 38 0 17 31 9 160 64
, o 665 584 | 645 St 627 1803 1,937
1,615 1,075 439 348 674 an 2,128 | 1,834
) 946 326 413 400 531 1,251 1,890
I
t
;
1
1
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E 39 RIVINUE DY LOCATION OF CUSTOMER

in EUR m 2545 2004
Eusope i i C.574 6,560
Germany _ 7 1,0 1,261
]. l“JK T T s 1,693 _ 1,559 ,
| Asiafpactic o T ame| som i
| thna o o 10| 1,299
__Australia o . . e val o124
i Narth America e o . 5218 4,238
USA- - A 4,%51 3,734
! South America 7 o . 663 623
‘ Africa : 539 547
GROUP REVENUE 17,944 17,047

' E 40 NON-LURRENT ASSETS BY JQUATION OF COMPANY

In EUR m AL 2014
Europe 7 10840 10,468
Germany 1,267 1,198
uK . ) ) 1,585 1,544 .
i Asia/Paciic £13% 8,076 i
‘ china et 1,616
Australia_ _ 1.234 1,310
Narth America o o N o ne| 6408
usa o o 2,749 2,411 :
South America L B ) 117 47
Alnca o L o o 513 707 K
NON-CURRENT SEGMENT ASSETS ' 17,136 26,128 .

The infermation disclosed by country exciudes goodwit.
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PRINCIPLES

SEGMENT ENFORMATHON <124
PRINCIPLES 127
NOTES 1O THE »142

GROUP STATEMENT OF
PROFT OR 1055

[1] Basis of preparation

The Linde Group is an international technology group
which operates across the globe. The parent company
of The Linde Group is Linde Aktiengesellschafi. The reg-
istered office of Linde AG is in Munich, Germany (Munich
Commerctal Register, ref. HRB 159850).

The consolidated financial statements of Linde Aktien-
gesellschaft for the year ended 31 December 2015 have
been prepared in accordance with International Financial
Reporting Standards (IFRS) issued by the International
Accounting Standards Board (iAS8) as adopted by the
Edropaan Union pussuant to EU Regulation No.1606/2002
of the £uropean Parliament and the Council on the applica-
tion of international Accounting Standards in the European
Union. The consolidated financial statements also comply
with the additional requirements set out in §315a (1) of
the German Commercial Code (HGR). All the Standards
which were inforce at the balance sheet date have been
applied and, in addition, those set out in wors ¢ 7 which
have been applied early.

The reporting currency is the Eure. All amounts are
shown in millions of euro (Eur m), unless stated otherwise.

The Group statement of profit or loss has been prepared
using the cost of sales method.

The financial statements of the main operating en-
tities which are included in the consglidated financial
statements have been audited by KPMG AG Wistschafts-
priffungsgeselischaft. The annyal financial statements of
companies included in the censolidation are drawn up
at the same balance sheet date as the annyal financial
statements of Linde Aktiengeselischaft.

127

[2] Principles of consolidation

Companies are consolidated using the acquisition method.
The cost of an acquisition Is measured at the fair value of

assets acquired and the liabilities assumed or transferred

at the date of acquisition. Acquisition-related costs are

recognised in profit or loss when they arise. The identifi-
able assets, labilities and contingent Yiabilities acquired

as a resuit of a business combination are recognised at

their fair values at the date of acquisition. After the pur-
chase price allocation, the remaining difference between

the purchase price and the share of net assets acquired

restated at their fair values is recognised as goodwill, Ad-
Justments regarding contingent consideration after the
one-year adjustment period, disclosed as aliability at the

date of acquisition, are recognised in profit or loss. To date,
non-cantrolling interests have always been measured in

Linde at the appropriate shaie of the identifiable net as-
sets in the company acquired.

where non-controfling interests aré acquired, any re-
maining balance between the acquisition cost and the
share of net assets acquired is offset directly in equity.

Intra-Group sales, income and expenses and accounts
receivable and payable are eliminated.

Intra-Group profits and losses arising fromintra-Group
deliveries of non-current assets and inventories are also
elirminated.

The same principles apply to the measurement of com-
panies accounted for using the equity method as for the
consolidation of subsidiaries.

[3] Acquisitions

An acguisition is deemed to be significant if its total assets
after the purchase price allocation {inclusive of goodwill)
exceed eur 50 m. The major acquisitionin the financiat year
was the acquisition of the 1PG business from wesfarm-
ers Kleenheat Gas Pty ttd, which is based on Australia’s
east coast.

LPG business acquired from wesfarmers
Kleenheat Gas Pty Ltd on Australia’s

east coast

On 20 February 2015, The Linde Group acquired the assets
and liabilities of the LPG business of Wesfarmers Kleenheat
Gas Pty Ltd on the east coast of Australia under an asset
deal. From that date, the business has been included in fuit
in the consolidated financial statements of The Linde Group.
The aim of the acquisition was to continue to expand the
LPG distribution network on the east coast of Australia.
After adjusting for some cash items and liabilitles, the
purchase price was gur 53 m, which was settled in cash.
As at 31 pecember 2015, all liabilities were settied. The
main components of the goodwill of Eur 3 m remaining
after the purchase price aflocation are synergies with
the Group’s existing LPG business on the east coast of
Ausiralia as well a5 going concern synergies arising from
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the business acquired. The geodwill is not tax-deductible.
Compared with the previgus quarter, the goodwill has
dropped by Eur 1 m due to additional deferred tax assets
that had 1o be set up.

In the course of the acquisition, Linde acquired as-
sets of tur 12 m which, at the date of acquisition, had
already been put up for sale due to stipulations made by
the Australian Competition & Consumer Commission. By
the reporting date, these assets had been sold in full at
the value stated and the revenye associated with the sate
had aleeady been received.

No receivables were acquired in the course of the ac
quisition.

Other acquisitions
In the 2015 financial year, Linde made acquisitions 16 ex-
pand its business in the Industrial Gases and Healthcare
product areas in the EMEA and Americas segments, The
total purchase price for these acquisitions was £ur 54 m,
of which eur 50 m was paid in cash. The total purchase
price includes deferred purchase price payments and con-
tingent consideration. Sometimes separate transactions
were agreed with former owners. In the course of these
corporate acguisitions, Linde has acquired non-current
assets as well as inventories. Total goodwill ansing was
eur 42 m, including fair value adjustments in the course
of purchase price aflocations of Eur 7 m. Part of the good-
will (eur 35 m} is tax-deductible. Key components of the
goodwili relate {o synergy potential and access to new
sales markets.

tinde has not acquired any receivables in the cousse
of these acquisitions,

BT LTAWT OF ACGUISITIONS uld THE NFT ASSTES
GF 1HE [i8D] GROUP

Opening balonce upon

initigl consolidation Fair value

in EUR m Kleenheat Other
Non-current assets 36 14
inventories 5 1
Qther curient assets 1 -
Non-current assels cdlassified &s‘ '

held tor sale and disposal gioups 12 -
£quity (atiributable 1o Linde AG) 50 12
tiabilities 4 . 3
128

E 42 IRACh CF AGTUISITIONS o THE DUART ruk
THE YEAL OF THE LINDF GROUA

Profil for

the year

since the

Profitior  beginning

the year of the

since the finonciol

acquisitran yedr

in EURm dote  01.0.2015'
kleenheat 2 2
Othet 12 17

* When these amounts were caiculaled, the fair valye adjustments were
assumed to be the safe a3 those 3l the acquisitian Jate

42 RPACEOF ACHUIOTTIGEy LN FF a TURL L
OF THE LINDI GRGUP

Revenue

since the

beginning

Revenue of the

since the fingncial

arquisition year
intuRm date  01.81.2015°
Kleenheat 86 97
Other EX) 51

* When these amouats were calcutated, the fair vatue adjustments were
assumed to be the same &s those al the acquisition dale
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[4] Scope of consolidation

The Group financial statements comprise Linde AG and
all the companies over which Linde AG s able to exercise
contiol as defined by IFRS 10 ot joint control together with
other parties as defined by IFRS 11. Companies over which
Linde AG can exercise joint control are included in the
consolidated financial statements on a line-by-line basis
or using the equity method, depending on the character-
istics of the company. #f Linde AG holds a majority of the
voting rights in a company, this generally indicates that
it exercises control aver the company in the absence of
any other restrictive contractual agieements. | Linde AG
holds the same number of voling rights as another com-
pany, this genesally indicates joint control, uniess other
{contractyal) rights result in control being exercised by one
of the shareholders. A detailed explanation of the discre-
tionary powers and assumptions governing the decision
as to whether control or joint control is being exercised
is givenin xor o,

Associates over which Linde AG can exercise significant
influence as defined by 1AS 23 are also accounted for using
the equity method. Significant influence is presumed if
Linde AG holds (directly or indirectly) 20 percent or moce
of the voting rights in an investee, unless it can be clearly
demonsirated that this is not the case.

Non-cansolidated subsidiaries, when taken toegether,
are immaterial from the Groups point of view in terms of
total assets, revenue and profit or loss for the year and
do not have a signiticant impact on the net assets, finan-
cial position and results of operations of the Group. For
that reason, they are not included in the consolidated
financial statements.

The following table shows the structure of companies
included in the consolidated financial statements of The
Linde Group and movements during the linancial year:

EJ0 COMPARIEL INCLUDLY IN [HE SCGPE UF LORSOLIDAIDN

At
31.12.2014 Additigns pisposals ¢t .20y

CONSCLIDATED SUBSIDIARIES 535 4 11 . Ew[
of which within Germany 18 1 1 7
of which outside Germany 517 3 10 l

PROPORTIONATELY CONSOLIDATED COMPANIES H - - 5|
of which within Germany - - - V |
of which outside Germany 5 - - .

COMPANIES CONSOLIDATED USING THE EQUITY METHOD 35 2 “1 ._ 3/ !
of which within Germany } 3 2 - |
ot which outsice Germany 32 - - i

NON-CONSOLIDATED SUBSIDIARIES 59 1 10 . 56 l
‘ot which within Germany 7 _ ) 7 ] - 1 o
of which outside Germany 58 1 $ <

129
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Changes in the scope of the consolidation may arise as a
result of acquisitions, sales, mergers of closures, of 35 3
result of changes in the assessment as to whether Linde AG
exercises control or joint cantrol pver a company.

Most of the dispasals were mergers and fiquidations.
Significant additions during the financial year are shown
i N,

tn the 2015 financial year, there were no effects on
the equity of The Linde Group from changes in ownership
interests in subsidiaries which did not result in either a
loss of cantrol or the acquisition of control.

The foflowing fully-consolidated subsidiaries are ex-
empt under the provisions of §264 (3y and §264b of the
German Cammercial Code (HGB) from the duty to prepare
full annual financial statements and a management report
in accordance with the rules for corporations set outin
§§264 ff, HGB and to have them audited and publish them.

E 45 (DMPANIFS FXFRPT FROM THE DISCLONURF
UBLIGATIONS

Nome Registered office
Commercium immobilien- und

Beteiligungs-GmbH Munich
Gas & More GmbH

(formecly Heins & Co. GMbH) pullath
Hydrometive GmbH & Co. kG teuna

Linde tlectronics GmbH & Co. KG pullach

Linde Gas Produktionsgesellschalt

mbH&C0.KG Pullach

Linde Gas Therapeutics GmbH Oberschleissheim:

8lankenfelde-

Linde Remeo Deutschland GmbH Mahlow
Linde Schweiltechnik GmbH Pullach
Linde Wetding Gmbt Pulach

MTA GmbH Medizin-Technischer B
Aniagenbauy Mainhausen

Selas-tindeGmbH
Tega-Technische Gase und Gasetechmik
Geselischaft mit beschrankter Haftung _ Worzburg

Unterbichler Gase Gmbi Munich

Pullach

A list of the shareholdings of The Linde Group is given

inruie g,

130

[s] Foreign currency transiation

Transactions in foreign currency are transiated into the
televant functional currency of the individual entity on the
transaction date. After initial recognition, foreign currency
fluctuations relating to monetary items are recognised in
profit or loss. For non-monetary items, historic teanslation
rates continue to form the measurement basis.

Translation differences arising from the translation of
items into the reporting cusrency continue to be recegnised
inother comprehensive income. The financial statements
of toreign subsidiaries, including any fair value adjust-
ments identified in the course of 2 purchase price allo-
cation, aze translated in accordance with the functional
cutrency concept set out in 1AS 21 The Effects of Changes
in Foreign Exchange Rates.

Assets and liabilitles, contingent liabiiities and other
financial commitments are transiated at the mid-rate on
the balance sheet date (closing rate method). ltems in the
statement of profit or loss and the net income for the year
are translated at a rate which approximates to the transla-
tion raie on the date of the transaction (the average rate).

Difterences arising from the translation of equity are
recognised in other comprehensive income,

The financial statements of foreign companies accounted
for using the equity method are translated using the same
principles for the adjustment of equity as are applied to
consoiidated subsidiaries.

The financial statements of subsidiaries outside
Germany which report in a functional curency which is the
currency of a hyperinfiationary economy are adjusted for
the change in purchasing power arising from the inflation,

Since 1 January 2010, tinde's activities in venezuela,
which is classified as a hyperinflationary economy in ac-
cordance with 1AS 29 Financial Reporting in Hyperinflation-
ary Economies, have been reported after adiustment for the
etfects of inflation. The rate of inflation is calculated using
an inflation index derived from exchange rate movements.
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[6] Currencies
The principal exchange rates ysed are sel out below:

E46  PRINCIPAL EXCHANGE RATES

Exchange rates on balonce

sheet date Average raies for the yeor
Exchange rate EUR 1 = 150 code 31 42 2413 31.12.2014 205 2014
Argentina B i ARS 1405343 10.24078 10 20795 10.77206
Australia aub 149131 1.48084 147862 147214
Brazil . o _ BRL G 3.21518 sesdn 3.31940
Canada o (AD 153318 1.40591 1 43014 . 146599
China o Ny FO3243]  7.50845 697478| 818499
CzechRepublic [ « 1.4 2ru2s2ef 2765959 328390 2753506
Hemgaty  HUF{ 3150554 316.60565| 30995693  308.69539
Malaysia I | . 16961 423024 4336300 434290
Norway o NOK So043s)  9.04242 4.95181] 835564
Poland PLN 420117 4.28704 43971 4.18442
South Afnica - . LAR 16 50823 13.9997 [EREYA 14.39463
South Korea KRW{ 1272740501 1,323.45492| 1.256.27sd6] 1,398.12305
Sweden L 5K 217495 9.43320 35721 9.09911
Switzerland i CHF 158828 1.20289 104803 121463
Turkey IRY 36877 2.82439 192340 2.90375
United Kingdqm . GBpP N 7iaES 0.77679 0 /il 0.80610
USA ush 108009 1.20985 11800% 1.32851

[7] Accounting policies

The Group financial statements have been prepared un-
der the historical cost convention, with the excaption of
derivative financial instruments, available-for-sale finan-
cial assets, and plan assets refating to externally funded
defined benefit pension obligations, which are stated at
their fair valyes.

The financiat statements of companies included in the
consafidated financial statements of The Linde Group have
been prepared using uniform accounting policies in ac
cordance with IFRS 10 Consolidated Financial Statements.

Recently issued accounting standards

The FAS8 and IFRIC have revised numerous standards and
have issued many new ones in the course of their projects
to develop IFRS and achieve convergence with US GAAP.
0f these, the following standards are mandatory in the
consolidated tinancial statements of The Linde Group far
the year ended 31 December 2015:

= Impravements to IFRSs (2011+2013)

131

recently issved accounting stondards

which have not yet been applied

The following standards have been issued by the 1A38,
but have not been applied in the consolidated financial
statements of The tinde Group for the year ended 31 De-
cember 2015, as they are either not yet effective and/or
have not yet been adopted by the Eviopean Upion:

— IFRS 15 Revenue from Contracts with Customers in-
cluding Amendments to IFRS 15 (first-time appiication
according to 1AS8 in financial years beginning on or
after 1 January 2018)

- IFRS 9 Financial Instruments and Subsequent Amend-
ments {Hedge Accounting and Amendments to IFRS 3,
1FRS 7 and 1AS 3¢9 as well as Amendments to IFRS ¢/
1FRS 7: Mandatory Effective Date and Transition Dis-
closures) {first-time application according to 1ASB in
{inancial years beginning on or after ¢ January 2018)

— Amendments to IAS 19 Employee Benefits: Defined Ben-
efit Plans - Employee Conteibutions (first-time apphi-
cation according to 1ASB in financial years beginning
on or after 1 july 2014)

— Amendments to iFRS 1 joint Arrangements: ALcounting
for Acquisitions of Interests in Joint Operations (first-
time application according to 1ASB in financial years
beginning on or after 1 Jaruary 2016)
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— Amendments to IFRS 10 and 1AS 28: Sale of Contribution
of Assets between an Investor and its Associate of Joint
venture (first-time application postpened indefinitely
by the 1AS8)

— Amendments 10 IFRS 10, IFRS 12 and 1AS 28: investment
£ntities: Applying the Consolidation £xception (first-
time applicauion according to IASB in financial vears
beginning on or after 1 January 2016)

— Amendments to 1AS 16 Property, Plant and £quipment
and 1AS 3gintangible Assets: Clarification of Acceptable
Methods of Depreciation and Amortisation (first-time
application according to 1ASB in financial years begin-
ning on or after 1 January 2016}

~ Amendments to 1AS 1 Disclosure Initiative {first-ime
application according 1o 1ASB in financial years begin-
ning on or after 1 January 2016)

- Improvements ta IFRSs (2010-20%2), (first-time appli-
cation accerding to 1ASB in financial years beginning
on or after 1 july 2014)

— Improvements to 1FRSs (2012-2014), {first-titme appli-
cation according to IASB in financial years beginning
on or after 1 Janyary 2016)

IFRS 15
The new standard on revenue recognition seeks to create
a framework which brings together the multipficity of rules
which have until now been set out in a number of differ-
ent standards and interpretations. At the same time, its
objective is to establish a uniform set of basic principles
which will apply to all industry sectors and all categories
of revenue transactions.

in future, companies preparing their financial state-
ments in accordance with {FRS wili determine when to
recognise revenue (al what time or over which period)
and how much revenue torecognise by applying five steps,
In addition {o the five-step model, the standard includes
a number of additionat tules covering various issues in
detail, such as accounting for contract costs and contract
madifications.

fr particular, the new rules set out below may give
tise 10 changes from existing practice:

— Recaegnition of revenue when contral is transferred.
The point in time at which (or the period of time over
which) revenue is recognised is determined by the
transfer of control over the goods or services to the
custemer (control approach). The transfer of risks and
rewards {risk and reward approach) is only an indica-
tion that a transfer of control may have taken place.

- Specific rules on arrangements with multiple elements

-1 New criteria fof revenue recognition over the periodin
which the performance obiligation is satisfied

— More extensive disclosures in the notes to the finan-
cial statements

The new ryles become effective for the finandial vears be-

ginning an or after1 Janvary 2018, Eariier application is per-
mitted and recommended. U endorsement is still pending.

132

{FRS 15 will replace 1AS +1 Construction (ontracts and IAS 18
Revenue, as weli as IFRIC 13 Customer Loyalty Programmes,
IERIC 15 Agreements for the Construction of Real Estate,
1FRIC 18 Transfer of Assels from Customers and SFHC31Rev-
enue - Barter Transactions involving Advertising Services.

A detailed analysis is currently being conducted to
evaluate the impact of IFRS 15,

IFRS 5

1¥RS 9, which was published in july 2014, replaces the
existing guidelines in 1AS 39 Financial Instruments: Rec-
ognition and Measurement. IFRS 9 presents revised guid-
ance on the classification and measurement of financial
instruments, including a new expected credit loss model
for calculating impairment on financial assets, as well as
new generat hedge accounting requirements. i also car-
ries forward from 1AS 39 the requirements for recognition
and derecognition of financial instruments. [FRS 9 - sub-
ject to adoption inta EU law - first needs to be applied
to financial years which start on or after 1 January 2018.
tarlier application is permitted.

IFRS & may result in changes in the classification and
measurement of financial assets and financial liabilities in
the consolidated financiat statements of The Linde Group.

The remaining standards have no significant impact on
the net assets, financial position and results of operations
of The Linde Group.

Revenue recognition
Revenue comprises sales of products and services as well
as fease and rental income, less discounts and rebates.

Revenue from the sale of goods is recognised when
the risks of ownership have been transferred to the cus-
tomer, the consideration can be reliably determined and
itis probable that the associated receivables will be col-
lected. if the customer is ta take delivery of the goods,
the relevant sate wilt not be recognised unti the customer
has accepted defivery. in the case of jong-term service
contracts, revenue is recorded on 3 straight-line basis over
the period of the contract,

Revenue from customer-specific construction contracts
is recognised in accordance with 1AS 18 Revenue and/or
1AS 11 Construction Contracts, based on the stage of com-
plation of the cantract (percentage of completion method,
or PoC method). Under this method, revenue is only rec
ognised when the gutcome of a construction contract can
be estimated reliably.

For revenue and earnings recognilion relating to
lease transactions, see the section below on account-
ing for leases.

tong-term construction contracts

Long-term constrection contracts are measured using the
PoC method. The stage of completion of each contract is
determined by the ratio of the costs incurred to the ex-
pected total cost (cost-to-cost method). When the outcome
of a consteuction contract cannot be estimated reliably,
revenue is recognised only to the extent of the contract
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costs incurred (zero profit method). if the cumulative con-
tract output (costs incurred plus profits disciosed) exceeds
payments on accaunt on an individual contract, the con-
struction contract is disclosed under Trade receivables. if
there is a negative balance after deducting payments on
account, the amount is disclosed under Trade payables.
Anticipated losses on contracts are recognised in full, based
on an assessment of identifiable risks.

The financial income from long-term construction con-
tracts is disclosed in other operating income as a resuit of
its clear relationship with the Groups operating business.

Cost of sales

Costof sales comprises the cost of goods and services sold
and the cost of merchandise sold. 1tincludes not only the
cost of direct materials and direct manufacturing expenses,
but also overheads induding deprediation of production
plants, amortisation of certain intangible assets and in-
ventory write-downs.

Research and development costs
Research costs and develapment costs which ¢cannot be
(apitalised are recognised immediately in profit or loss.

Financiol result

The financial result includes interest expenses on liabili-
ties, dividends received, interest income on receivables
and gains and losses on financial instruments recognised
in profit or loss. The net interest cost relating to pension
provisions and any 1oss on remeasurement of certain em-
bedded derivatives are also included in financial expenses.

Interest income and interest expenises aie recognised
in profit or loss on the basis of the effective interest rate
method.

Dividends are recogaised in profit or loss when they
have been declared. Dividend payments made by operat-
ing companies which are reparted at cost or at fair value
in which Linde helds more than 10 percent of the voting
rights and which have a clear connection to Linde's care
operating business are recognised in other aperating in-
come. (ore businesses are defined as those business areas
which make a material contribution to the revenye of a
division. A material cantribution is deemed to be one of
around 20 percent.

Finance income relating to finance leases is calculated
using the effective interest rate method. in addition, any
gain on remeasurement of certain embedded derivatives
is disclosed in financial income.

133

Intangible assets

tntangible assets comprise goodwill, customer relation-
ships, brand names, that portion of development costs
which may be recognised as an asset, patents, software,
licences and similar rights.

Purchased and internally generated intangible assets
are stated at acquisition cost or manufacturing cost less
accumulated amortisation and any impairment losses. An
Internally generated intangible asset is recognised if it can
be identified as an asset, if it is probable that the future
economic benefits that are attributable to the asset will
flow to Linde, and if the cost of the asset can be measured
reliably. Amortisation of intangible assets is recognised
under the heading in the statement of profit or loss which
corresponds to its functional features. it is important to
determine whether the intangible assets have finite or
indefinite useful lives. Goodwill, intangible assets with
indefinite useful lives and intangible assets not yet ready
for use are not amortised, but are subject instead to an
impairment test once a year, of more often if there 1s any
indication that an asset may be impaired.

The impaitment test in accerdance with 1AS 36 Im-
pairment of Assets compares the carrying amount of the
cash-generating unit or of the asset to be tested with the
recoverable amount. The recoverable amount is the higher
of an assets fair value less costs to sell and its value inuse.

According to 1AS 36 Impairment of Assets, goodwill is
allocated to the cash-generating unit {CGU), the lowest
level at which goodwill is monitored for internai manage-
ment purposes, and tested for impairment at least once
a year 3t this level. This level corresponds to the oper-
ating and, at the same time, reportable segments EMEA,
Americas and Asia/Pacific, as well as the Engineering Di-
vision und Other Activities. The impairment test involves
initially comparing the value in use of the cash-generating
unit with its carrying amount. if the carrying amount of
the cash-generating unit exceeds the value in use, afest
is perfarmed to determine whether the fair value of the
asset less costs to sell is higher than the carrying amount,
Any impairment lasses relating to an intangible asset with
an indetinite useful ife are recognised in the statement of
profit or loss and disclosed in functional costs.

To calculate the value in use of the ¢ash-generating
units, post-tax future cash inflows and outlows are denved
from corporate financial budgets approved by management
which cover a detailed planning pefiod of five years. The
calcutation of the terminal value is based on the future
net cash flows from the latest avatlable detailed planning
period. The post-tax interest rates used te discount the
cash flows take into account industry-specific and coun-
try-specific risks relating to the particular cash-generat-
ing unit. When the terminal value is discounted, declining
growth rates are used, which are Tower than the growth
rates calculated in the detailed planning period and which
serve mainly to compensate for a general inflation rate.

Intangible assets with fmite useful lives are amortised
over the estimated useful tife of the assets, and the am-
ortisation expense is disclosed under the heading in the
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statement of profit or loss which corresponds to the func
tional features of the underlying asset. Customer relation-
ships are stated at acquisttion cost and amortised on a
straight-line basis over their estimated useful life of between
five and 40 years. The estimated useful life of customer re-
Iationships purchased is calculated on the basts of the term
of the contractual refationship underlying the customer re-
lationship, or on the basis of expected customer behaviour.
It there are any indications of impatrment in the intangible
assets, an impairment test is performed.

t# the reason for an impaitrment loss recognised in prior
years no fonger exists, the cartying amount of the intangi-
ble assetis increased to @ maximum figure of the carrying
amount that would have been determined had ne impair-
ment loss been recognised. This does not apply to goodwill.

Cosis incurred in connection with the purchase for con-
sideration and in-house development of software used
internally, including the costs of bringing this software
to an operational state, are capitalised and amortised
on 3 stratght-hine basis over an estimated useful life of
three 1o eight years.

Tangible assets
Tangible assets are reported at acquisition cost or man-
ufacturing cost tess accumulated depreciation based on
the estimated useful life of the asset and any impairment
losses. The manufacturing cost of internally-generated
plants comprises all costs which are directiy attributable
to the manufacturing process and an appropriate portion
of production overheads. The latter include production-re-
fated depreciation, a proportion of administration expenses
and a praportion of social costs. The acquisition cost or
manuiacturing cost is seduced by government grants. For
qualifying tangible assets, where the puschase or man-
ufacture takes more than one year, the borrawing costs
during the construction period are also capitalised. Rec
ognition at manufactunng cost is based on the assumption
of normal output. Tangible assets are depreciated using
the straight-line method and the depreciation expense
is disclosed in the statement of profit or loss under the
heading which corresponds to the tunctional features of
the undeslying asset. H a tangible assetcompeises several
significant components with different useful lives, the de-
preciation is caleulated separately for the various compo-
nents. Existing legal or de faclo site restoration obligations
are included in the cost of the components based on the
discaunted expected settlement. The depreciation method
and the estimated useful lives of the assets are reviewed
on an annual basis and adapted to prevailing conditions.
The following useful lives apply to the different types
of tangible assets:
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Buildings 10-40 years
Technica!l equipment 6-15 years
Other eguipment, operating

and office equipment 3-20 years

If significant events or market developments indicate an
impairmentin the value of the tangible asset, Linde reviews
the recoverability of the carrying amount of the asset by
testing for impairment. The carrying amount of the asset)s
compared with the recoverable amount, which 15 defined
as the higher of the assets fair value less costs to sell and
its value in use. To determine the recoverable amount
on the basis of value in use, estimated future cash flows
are discounted at a rate which reflects the risk specific to
the asset. If the net carrying amount exceeds the recoy-
erable amount, an impairment loss is recognised. When
estimating future ¢ash flows, current and expected future
inflows as well a5 segment-specific, technolagical, eco-
nomic and general developments are taken into account,
if an impairment test is carried out on tangible assets at
the {evel of a cash-generating unit which also includes a
portion of aflocated goodwill, and an impairment loss is
recognised, then impairment losses will be recognised first
infespect of the goodwill and thenin respect of the other
assets based on their relative carrying amounts, taking into
account the fair value of the assets. If the reason for an
impairment loss recognised in prior years no longer exists,
the carrying amount of the tangible asset is increased to a
maximum figure of the carrying amount that would have
been determined had no impairment loss been recognised.
For the accounting treatment of assets held under
leases, see the section below on accounting for leases.
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Associates and joint ventures

Associales and jeint ventures are accounted for ynder
the equity method at cost at the date of acguisition. In
subsequent periods, the carrying amount is adjusted up
or down to reflect Llinde’s share of the comprehensive
income of the investee. Any distributions received from
the investee and other changes in the investees equily
reduce er increase the ¢arrying amount of the investment.
If the losses of an associate or joint venture attributable
to The Linde Group equal or exceed the value of the in-
terest held in this associate of joint venture, no further
losses are recognised unless the Group incurs an obliga-
tion or makes payments on behalf of the associate of joint
venture. if there are any indications of impairment in the
investments in associates of joint ventures, the carrying
amount of the relevant investment is subject to animpair-
ment test. If the reason for an impairment loss recognised
in prrof years no longer exists, the carrying amount of the
Investment is increased to a maximum figure of the share
of net assets in the associate or joint venture,

Inventories

inventories are seported at the lower of acquisition or
manufacturing cost and net realisable value. Net reafisable
value is the estimated selling price less the estimated costs
of completion and the estimated costs necessary to make
the sale. Manufacturing cost includes both direct casts
2nd appropriate indirect material and production costs, as
well as production-related depreciation charges. Admin-
istration expenses and social costs are included if they
can be allocated to production. in addition, for inventories
where the puschase of manufactuse takes more than one
year, the borrowing costs are capitalised. Recognition at
manufactunng cost is based on the assumption of normal
autput. Inventories are generally measured on a moving
average basis or vsing the FIFO (first in, first out) method.
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Fingnciol instruments

Financial assets and fiabilities are only recegnised in the
6roup statement of financial position when tinde becomes
bound by the contractual provisions of the financial in-
strument. in the normal course of events, purchases and
sales of tinancial assets are accounted for on settlement
day. The same does not apply to derivatives, which are
accounted for on the trading day.

According to 1AS 39 Financial Instruments: Recognition
and Measurement, financial instruments must be catego-
rised as financial instruments held for teading or at fait
value through profit or foss, avaitable-for-sale financial
assets, held- to-maturity financial investments, or lpans
and recelvables. No financial instruments were reclassified
in the 201s financial year. The Linde Group does not avail
itself of the fair value option, whereby financtal assets
or financial liabilities are classified are classified as fair
value through prafit or oss when they are first recognised.

Available-for-sale financial assets include equity instru-
ments and debt instruments. If equity instruments are not
held for trading or measured at fair value through profit
or loss, they are dassified as available-for-sate financial
assets. Debt instruments are included in this category i
they are held for an unspecified period and can be sold
depending on the market situation.

Financial instruments are initially recognised at fair
value, Transaction expenses which are directly attribut-
abie to the acquisition or Issue of financial instruments
are anly included in the determination of the carrying
amount If the financial instruments are not recognised
at fair value through profit or foss.

The subsequent measurement of avaliable-for-sale
financial assets is based on the separate recognition in
equity as other comprehensive income of unrealised gains
and losses, inclusive of deferred tax, until they are re-
alised. £quity instruments for which no price is quoted
in an active market and for which the fair value cannot
be reliably determined are reported at cost. If the fair
value of available-for-sale financial assets falls below
cost and if there is objective evidence that the asset is
impaired, the cumulative loss recognised directly in eq-
uity is transferred to profit or loss. Impairment reversals
are recognised in equity for equity instruments and in
profit or loss for debt instruments.

Loans and receivables and held-to-matwity financial
investments are measured at amortised cost using the
effective interest rate method. Where there is objective
evidence that the asset is impaired, it 1s recognised at
the present value of expected fuiure cash flows if this is
lower than amoriised cost. The present value of expected
future cash flows is calculated using the original effective
interest rate of the financial asset.

The Linde Group conducts regular impairment reviews
of the following categories of financial assets: loans
and receivables, available-for-sale financial assets and
held-to-maturity financial investments, The fellowing cri-
terla are applied:
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[a] significant financial difhiculty of the issuer or obligor,

[b]breach of contract, such as a default or delinquency
in payments of interest or principal,

[c}the lender, for economic or legal reasons relating
to the barrowers finanaial difficulty, granting to the
borrower a concession that would not otherwise be
considered,

[d]it becoming prababie that the borrower will enter bank-
rupicy or other financiaf reorganisation,

[e] the disappearance of an active market for that asset
because of financial difficulties,

[f] a recommendation based on observable data from the
capital market,

[g]information about significant changes with an adverse
etfect that have taken place in the technolog:cal, eco-
nomic or legal environment of a contracting party,

[h]a significant or prolonged decline in the fau valye of
the financial instrument.

A financial asset is eliminated if Linde loses its contrac-
tual entitlement to cash flows from such an asset or if it
transfers virtually all the risks and opportunities associ-
ated with that financial asset. In the zos financial year,
no financial assets that would qualify for elimination were
transferred by Linde.

Under 1AS 39 Financial instruments: Recognition and
Measurement, all derivative financiat instruments are re-
ported at {air value, irrespective of their purpose or the
reason for which they were acquired, ‘

In the case of a faif value hedge, derivatives are ssed
to hedge the exposure to changes in the fair value of
assets or liabilities. The gain o7 loss from the change in
fatr value of the derivative is recogeised tmmediately in
profit or loss. At the same time, the carrying amount of
the hedged item is adjusted for the corresponding gain
of loss with respect to the hedged risk, which is also rec-
ognised immediately in profit of loss.

In the case of 3 cash flow hedge, denvatives are used
to hedge the exposure to variability in cash flows associ-
ated with an asset of liability which has been recognised or
with forecast transactions. The hedge-effective portion of
the gains or losses arising from the remeasurement at fair
value of these derivative financiat instruments is initiatly
disclosed as other comprehensive income in “Cumulative
changes in equity not recognised in the statement of profit
or loss”. A transter is made to the statement of profit of
loss when the hedged underlying transaction is realised.
The hedge-ineffective portion of the changes in fair value
is recognised immediately in profit or loss.

In the case of hedges of anet investment in a fereign
operation, hedging instruments are used to hedge the
exposure to translation risks arising from investmenis in
a foreign functianal currency. Gains and losses arising
from these hedging instruments are accounted for in eg-
uily as ather comprehensive income as part of “Cumula-
tive changes in equity not recognised in the statement
of profit or loss” until the company is dispased of or sald.
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If the requirements for hedge accounting are not met, the
gain or lass on the remeasurement of derivative financial
mstruments at fair value is recognised in profit or loss.

under 1AS 39 Financial [nstruments: Recagnition and
Measurement, embedded derivatives (i.e. derwvatives which
are included in host contracts) are separated from the host
contract and accounted for as denivative tinancial instru-
ments, if certan requirements are met.

For more information about risk management and the
impact on the balance sheet of dentvative financial instry-
ments, see . ¢+ u

Recevables and liabilities from finance leases, trade
receivables and trade payables, financial debt, as well as
other receivables and assets and other Tiabilities, are re-
ported at amortised cost as long as they are not denvative
financial instruments. Differences between historic cost
and the repayment amount are accounted for using the
effective interest rate method, Appropnate impairment
losses are recognised if specific risks are identified. The
carrying amount of the financial debt which comprises
the hedged item in a fair value hedge is adjusted for the
corresponding gain or Joss with respect to the hedged risk.

Financial instruments which contain both an equity
portion and a liability portion are classified in accordance
with IAS 32 financial Instruments: Presentation. The finan-
cial instruments issued by The Linde Group are classified
entirely as financial liabilities and reported at amortised
cost. No part thereof is classified separately as an equity
instryment.
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Deferred taxes

Deferred tax assets and liabilities are accounted for in
accordance with I1AS 12 Income Taxes under the liability
method in respect of all temporary differences between
the carrying amounts of the assets and liabilities under
IFRS and the corresponding tax base used in the compu-
tation of taxable profit, and in respect of all consolida-
tion adjustments affecting net tncome and unused tax
loss carryforwards.

Deferred tax assets are only recognised for unused
tax iosses to the extent that it is probable that taxable
profits will be available in future years against which the
tax losses can be utilised. Deferred 1axes are calculated
at the tax rates that apply to the period when the asset is
realised or the liability is settled, using tax rates set outin
laws that have been enacted or substantively enacted in
the individual countries by the balance sheet date,

Tax credits which relate to capital expenditure are
fecognised in accordance with the provisions of 1AS 12
Income Taxes. They are not offset against the relevant
capital expenditure.

Provisions for pensions

and similar obligations

The actuarial valuation of pension peovisions is based on
the projected unit credit method set out in 145 19 Emplayee
Benefits for defined benefit obligations. This method takes
into account not only vested future benefits and known
pensions at the balance sheet date, but also expected fu-
ture increases in salaries and pensions. The calculation of
the provisions is determined using actuarial reports based
on btometric assumptions.

The fair value of the plan assets (adjusted if neces-
sary to comply with the rules relating to the asset ceiling
set out in IAS 19.64) is deducted from the piesent value
of the pension obligations {gross pension obligation) to
give the net pension obligation or net pension asset in
respect of defined benefit pension plans, Accarding to
1AS 19.84, a net pension asset may only be disclosed if
The tinde Group, under its obligation as an employer, has
the right to receive a refund of the surplus or 10 reduce
future contributions.

The net interest expense for the financial year is ¢ai-
culated by multiplying the net pension obligation or net
pension asset at the beginning of the period by the inter-
est rate underlying the discounting of the gross defined
benefit obligation at the beginning of the period.

The discount rate is calculated on the basis of the fe-
turns achieved on the relevant call date for high quality
fixed-interest corporate bonds in the market. The currency
and period to maturity of the underlying bends correspond
to the currency and probable period to maturity of the
post-employment benefit obligations.

Remeasyrements comprise on the one hand the aciu-
ariat gains and losses on the remeasurement of the gross
defined benefit obligation and on the other hand the dif-
ference between the return on plan assets actually realised
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and the seturn assumed at the beginaing of the pesiod,
which is based on the discount rate of the corresponding
gross defined benedit obligation. if a pension plan is over-
funded and the asset ceiling applies, remeasurements also
comprise the change in the net asset from the application
of the asset ceiling rules to the extent that this has not
been accounted for in net interest.

Actoarial gains and losses arise from changes in ac-
tuarial assumptions of from vanations between earlier
actuariat assumptions and actual events.

Allremeasurements {i.e. actuartal gains and losses, the
cumulative effect of an asset ceiling and the effects of
an increase in the pension abligation in accordance with
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their interaclion) are offset
immediately in other comprehensive income.

The expense arising from additions to the pension pro-
visions is aliocated to functional costs. The net interest
expense o1 net inierest income from defined benefit plans
is disclosed in the finandial resclt. For each pension plan,
It is established whether the net figure is 2 net interest
expense of net interest incame and the amounts arg dis-
closed accordingly in the financial result.

Other provisions

In accordance with 1AS 37 Provisions, Contingent Liabilities
and Contingent Assels, Other provisions are recognised
when a preseni obligation to a third party exists as a result
of a past event, itis probable that an outflow of resources
will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.

Prgvisions are recagnised for all identifiable risks and
liabilities of uncertain timing or amount. The amounts pro-
vided are the best estimate of the probable expenditure
required to settle the obligation and are not of fset against
recaurse ciaims. The estimate of the obligation includes
any cost increases which need to be taken into account at
the balance sheet date. Provisions which relate to periods
of more than twelve months are discounted.

Provisions for warranty claims are recognised taking
current ar estimated future claims experience into account.

Site restoration abligations are Capitalised when they
arise, 3t the discounted value of the obligation, and a pro-
vision for the same amount is established at the same time.
The depreciation charged on the asset and the unwinding
of interest applied to the provision are both aliacated as
ar: expense to the periods of use of the asset.

Provisions for restructuring are recognised if a formal,
detailed restructering plan has been drawn up and com-
municated to the relevant parties.

Cost of sales also includes additions to the pravisions
for warranties and provisions for onerous contracts. War-
ranty provisions are established for the estimated cost at
the date of sale of that particular product. Provisions for
onerous contracts are made in full in the reporting period
tn which the estimated cost of the particular contract ex-
ceeds the expected revenue.
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For general and business risks, insurance contracts are
entered into with an insurer outside the Group. The costs
arising from these insurance contracts are recognised in
functional costs.

in previous years, companies in The Linde Group acted as
reinsurers in respect of some of the abeve-mentioned insus-
ance contracts. The provisions of this type which still exist
{all within the scope of IFRS 4 Insurance Contracts. insurance
risks are recognised in the Group financial statements in
the form of 3 provision for unsettled claims. The provision
for payment obligations comprises insurance claims which
have arisen by the balance sheet date but which have not
yet been settled. Provisions for claims which have been
notified by the balance sheet date are based on estimates
of the future costs of the claims including loss adjustment
expenses. These are set up on the basis of individuat obli-
gations. Provisions for claims mcurred but not reported at
the balance sheet date (IBNR) are set up 1o take account
of the estimated cost of claims. Due to the fact that no
information is available about the extent of these ¢laims,
estimates are made based on industry experience. The pro-
vision is calculated using actuarial and statistical methods.

income tax provisions are disclosed in income tax li-
abilities.

Accounting for legses
Lease agreements are classified as finance leases in ac-
cordance with |AS 17 Leases if they transfer substantially
ail the risks and rewards incidental to ownership of the
leased asset to the lessee. All other feases are operating
leases. Linde Group companies enter into lease agree-
ments bath as lessor and as lessee.

when Linde enters into an agreement as the lessor of
assets held undes a finance lease, the future minimum lease
payments due from the customer, equivalent to the net
investment in the lease, are disciosed under Receivables
from finance leases. Finance incame is spread over the
reporting periods using the effective interest rate method.

When Linde is the lessee under a finance lease agree-
mend, the assets are disclosed at the beginning of the
lease under tangible assets at the fair value of the feased
asset or, if lower, at the present value of the minimum
lease payments, while the corresponding liabilities to the
lessor are recognised in the balance sheet as tiabilities
from finance leases. When the present value is calcu-
lated, the interest rate underlying the fease agreement is
used oi, if that is not available, the incremental borrow-
ing rate. Depreciation charged on this tangible asset and
the reduction of the lease liability are recorded over the
tease term. |f the useful life of the asset is shorter than
the fease term, this should be used to determine the de-
preciation period instead. Whereas the leased property
is depreciated on a straight-line basis over the lease term,
the related lease fiability is amortised using the effective
interest rate method. Over the course of the lease term,
this results in a difference between the lease obligation
and the carrying amount of the leased property.
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Rental and lease payments made by Linde undes operating
leases are recagnised in functional costs in the statement
of profit or loss on a straight-fine basis over the lease term.

According to [FRIC 4 Determining whether an Arrange-
ment contains a Lease, if spedfic criteria are met, certain
arrangements should be accounted for as leases that do
not take the legal form of @ fease. In particular, in the
Gases Diviston, certain gas supply contracts are classi-
fied as embedded leases if fulfilment of the arrangement
depends upon a specific asset and if the gas customer
obtains substantially all the production capacity of the
asset. if an embedded lease exists, the criteria set out in
LAS 17 Leases are used 1o examine in each individual case
whether, under the gas supply cantract, substantially ail
the risks and rewards incidental to ownership of the plant
have been transtesced to the gas customer. The first step
in the review process is to separate that partion of the
gas supply contract which relates to the embedded jease
from the rest of the contract. Then it is established whether
the minimum lease payments thus identified amount to
substantially all the fair value of the plant and whether
the minimum lease term is for the major part of the plants
economic {ife. Any other clauses in the agreement, es-
pecially those relating to the transfer of ownership, the
acquisition of the extensian of the lease term, are alse
examined for their impact on the transfer of risks and re-
wards incidental to ownership of the plant. tf these review
procedures establish that a gas supply contract contains
a finance lease component, the investment in the pfant
is recognised in revenue not affécting profit or loss and
the resulting receivable is disclosed under Receivables
from finance leases.

In the case of operating leases or embedded operat-
ing leases, if the economic ownership of the leased asset
is not transferred to the customer as lessee, but remains
with Linde as lessor, the lease income from the operat-
ing lease is recognised in revenue on a straight-line basis
over the lease term.
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Non-current assets held for sale and
disposal groups ond discontinued operations
Non-current assets and disposal groups are dlassified
separately in the balance sheet as held for sale if they are
available for sale in their present condition and the sale
is highly probable. Assets that are classified as held for
sale are measured at the lower of their carrying amount
and their fair value fess costs to sel. Liabilities classified
as direcily related 1o non-current assets held for sale are
disclosed separately as held for sale in the {iabilities sec-
tion of the balance sheet. For discontinued operations,
additional disclosures are required in the Notes, as long
as the requirements for classification as discontinued
operations are met,

Discretionary decisions and estimates

The preparation of the Group financial statements in ac-
cordance with IFRS requires discretionary decisions and
estimates for some items, which might have an effect on
their recognition and measurement in the statement of fi-
nancial pasition and statement of profit or loss. The actual
amounts realised may differ from these estimates. Estimates
are required in particular for:

— theassessment of the need to recognise and the meas-
urement of impairment losses relating to intangible
assels, tangible assets and inventories, *+7 sioire rd;
i1, AN el

— the determination of the estimated useful lives of tangi-
ble assets and the assessment as to which components
of cost may be capitalised. ~¢r - e g

= the assessment of the need 10 recognise provisions
for bad debts. .s¢ nori x4,

— the recognition and measurement of pension obliga-
tions. sk wure tri?

~ the recagnition and measurement of other provisions.
el 2,

- the assessment of the stage of completion of fong-term
COnstruction CONLracts. i+ mure 1oy &l 2oy

- the assessment of lease transactions,

— the measurement of assets acquired and liabilities as-
sumed on the formation of business combinations. ef
FLEAAPRTY]

— the assessment as to whether Linde exercises control,
joint control or significant influence over companies
in which it holds less than 100 percent of the voting
rights. e wores 17 st s

Any change in the key factors which are applied in impair-

ment reviews of goodwill, ather intangible assets, tangible

assels or inventaries may possibly result in higher or lower
impairment losses or no impatrment losses at all being rec-

OONISEd. $+7 HRIF 1131 FUL “FuSEETY IRFDFR W TION
Other significant estimates include the determination

of estimated usefu! lives for intangible assets ang tangible

assets. Uniform Group guidelines based an past experience
apply to estimated useful lives in the main asset classes.
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Assumptions also need to be made when Linde assesses
whether an asset may be capitalised and which compo-
nents of the cost of the asset may be capitalised. Estimates
need to be made here, for example, of the expected future
econamic benefits of an asset or the expected future costs
of the dismantling of plants. 1n addition, the capitalisation
of costs which are incurred during the operating phase of
an asset, such as the costs of ypgrades to plants or their
complete overhayl, depends on whether these costs will
lead to better or higher output or whether they extend
the estimated useful life of the asset.

Estabtishing provisions for bad debts is based to a targe
extent on making estimates and assessments about individ-
uat amounts receivable. These estimates and assessments
are founded on the areditworthiness of that particular
customer, prevaiting economic trends and an analysis of
historic bad debts on a porifolto basis. Individual provi-
sions for bad debts take account of both customer-specific
and country-specific risks.

The gbligation arising from defined benefit pension
commitments is determined on the basis of actuasial as-
sumptions. Key actuarial assumptions include the discount
rate, trends in pensions and vested future benefits, and
life expectancy. The discount rate is determined on the
basis of retyrns achieved on the relevant ¢all date for high
quality fixed-interest corporate bonds in the market. The
curfency and period to maturity of the underlying bonds
correspond to the currency and probable peried to matu-
rity of the post-employment benefit obligations. If such
returns are not available, the discount rates are based on
market returns for government bonds,

Ssensitivity analyses of significant actuanal assumptians
made are provided in * 2rr Lo,

The recogmition and measurement of other provisions
are based on the assessment of the probability of an
outitow of resources, and on past experience and cir-
cumstances known at the balance sheet date. The actual
outflow of resources at a future date may therefore vary
from the figure included in other provisicns. Different
discretionary decisions and estimates are required for
different types of provision. The main estimates used for
each type of provision are set out below.

i the case of provisions for site restoration obliga-
tions, an estimate is made, based on past experience, of
future costs expected to be incurred to dismantle plants
and restore the Jand on which the plant was built to its
original condition. The expected costs are reassessed on
an annual basis and the amount of the provision Is ad-
justed if required.

Provisions for warranties and onerous conlracis in-
clude provisions for warranties and provisions for litiga-
tion. Assumptions are made here about the probability of
occurrence of the risk and the expected future outfiow
of resources. The unceriainty associated with the meas-
urement of warranty provisions is refatively modesate, as
Linde has recourse to historic warranty cost ratios when
determining the amounts o be set aside.
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Litigation is associated with great uncertainty. A signifi-
cant amount of diseretion is required to assess whether

a present obligation 1o a third party exists at the balance

sheet date as a result of a pass event, whether it is proba-
ble that an outtlow of resources will be required in future

to settle the obligation and whether a reliable estimate

¢an be made of the amount of the obligation. The current
status of outstanding litigation is reqularly reviewed and

updated by the Groups legal department and lawyers ap-
pointed by the Group. Changes to this status as a result of
new information may result in adjustments being made
to the provision.

Provisions for other obligations include provisions for
costs which are expected 10 arise on the completion of
major projects, There is anincreased fevel of uncertainty
associated with the measurement of these provisions.
Provisions for obiigations relating to personnel primarily
include provisions for holiday pay and provisions for wages
and salaries. The uncertainty associated with the meas-
grement of these provisions Is very fow, as the expected
costs ¢an be relatively reliably determined.

The assessment of the stage of completion of long-
term construction contracts is based an the percentage
of completion (PoC) method, subject fo certain conditions
being met. When applying this method, itis necessary to
evaluate the stage of completion of the contract. Moregver,
itis necessary to provide estimates of total contract costs
and total contract revenue and make an assessment of
the risks attached to the contract, incleding technical, po-
litical and regulatory risks. According to the PoC method,
the stage of completion of the contract is determined o
the basis of the proportion that contract costs incurred
for work performed to date bear to the estimated total
contract costs. For major projects, the calculation and
analysis of the stage of completion of the project takes
into account in particular contract costs incurred by sub-
contractors.

External experts are sometimes used to assist with the
calculation of these costs. When the outcome of a con-
struction contract cannot be estimated reliably, revenue
is recognised only to the extent of the contract costs in-
cursed which can probably be covered, and the contract
costs in the period in which they are incurred are 1ecog-
nised as an expense (zero profit method).

Changes in estimates may lead to an increase or de-
crease in revenue.

Discretionary decisions are required to be made, for
example, in assessing whether substantially all the risks
and rewards incidental to ownership of a leased asset have
been transferred to the lessee. Linde enters into lease
agreements principaliy as lessee (procurement leases).
tnder IFRIC 4, gas supply agreements may though be clas-
sitied as embedded lease agreements if certain conditions
3pply. In these cases, Linde acts as the lessor. To estab-
lish whether an embedded finance ease exists inrespect
of Linde’s on-site plants, assumptions need to be made
about the allocation of the consideration received from the
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customer. Consideration, in the form of payments from the
customer, is used on the one hand to finance the plants
and on the othes to provide the customer with mainte-
narice services, Whether lease agreements are classified
as operating leases or finance leases will depend on the
exercise of discretion,

When ¢classifying procurement lease agreements, Linde
must alse make assumptions: e.q. to determine the ap-
propriate interest rate or the residual value or estimated
useful lives of the underlying assets.

Business combinations require estimates to be made
when determining fair values for assets, liabilities and
contingent liabilities acquired, as well as for contingent
components of the purchase prices. The nature of the
estimate depends on the measurement methods applied.
when discounted cash flow methods are used, primarity
to measure intangible assets (but which are also used
10 caleulate contingent consideration), discretionary as-
pects include in particular the time period and amount
of the cash flow and the determination of an appropriate
discount rate. if cost-based methods are used, the main
discretignary element is the assessment of the compa-
rability of the reference objects with the objects to be
measured. When making discretionary decisions about
purchase price allocations in the case of business combi-
nations where the total assets acquired including goodwill
exceed EUR 00 m, Linde takes advice from experts in the
field, who assist in arriving at the decisions and provide
reports backing their opinions.

when assessing whether Linde exercises control, joint
controd or significant influence over companies in which
it holds less than 100 percent of the voting rights, dis-
cretionary decisions may have to be made. Above all in
cases where tinde holds so percent of the voling rights,
a decision has to be taken as to whether there are other
contractual rights or particularly relevant facts or circum-
stances which might raean that Linde has power over the
potential subsidiary or that joint control exists, If joint con-
trol exists, Linde needs to distinguish whether the invest-
mentis a joint operation or a joint venture, This distinction
is dependent on whether Linde has rights to the assets
and obligations for the Habilities of the arrangement or
whether it has rights to the net assets of the arrangement.
1o make the distinction, Linde must consider the structure
and fegal form of the company, any contractual agreements
which might apply and any other relevant circumstances.

Companies for which the principal object is the con-
struction and operation of gas productien plants, and yet
in which Linde holds less thaa 100 percent of the voting
rights, are fully consolidated if Linde holds the advantage
in terms of know-how. In these cases, The Linde Group has
assumed responsibility for the operation of the companies
plants and the campanies are therefore dependent on Linde
technology. This is alsc reflected in the licensing agree-
mentsin force and by the integration of production into the
processes of The Linde Group and/or the interrelationships
between the various decision-makers, The operation of
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the plants is the principal driver of variable retutns from
the companies and therefore Linde exercises control {as
defined by IFRS 10} gver these companies.

In addition, companies are fuliy consolidated if Linde

exerts increased management autharity in those companies
| andis able to exercise, on the basis of individual contracts,
, the most extensive decision-making powers over major
portions of the operating activities of the entities. On this
basis, tinde has the opportunity to determine those activ-
ities of the entities which significantly affect the variable
teturns of the companies and therefore to exercise controt
{as defined by IFRS 10) gver the companies.
i Linde accounts on a line-by-line basis 1n accordance
‘ with the rules set aut in IFRS 11 for certain joint arrange-
! ments where the sote object is te supply the sharehoiders.
In the absence of any fixed supply quotas, the assets and
liabilities are accounted for on the basis of the share of
equity held in these companies by The Linde Group.

Changes to contractual agreements of facts or circum-
stances are monitored and are evalyated to determine
whether they have a potential impact on the assessment
as 1o whether Linde is exercising control or joint control
! over its investment. ;
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[8] Revenue

Revenue is analysed by activity in the segment informa-
tion in the Group financial statements. in 2015, there were
no customers from whom the Group derived over 10 per-
cent of its revenue. For a detailed analysis of revenue by
product in the Gases Division and by plant type in the
Engineering Division, 1£F PALFS 80 T0 d ¢ OF THE (281N D
MANSGFRERT BFRGPT,
Revenue is derived from the following activities:

E48 REVENUE

inEURm 2443 2014
Revenue fram the sale of
goods and sefvices te. 118 14,910
Revenue fram fong-term
construction contracts 1,820 2,137
TOTAL 17,944 17,047

[o1 Other operating income
and expenses

E2 49 QIHER OPERATING INCOME

in EUR m 213 2014
Exchange gains _ 5] 130
Prefit on disposal of

NOR-Curfent assels ) yyp 13
Compensatmnpa'ymieplsm_ceived’ ) I 77
Income arising from changes

to pension schemes ay -
Ancillary revenue o 13 14
Income from the seversal

of provisions  _ —_— L
Financiat income from long-tecm

contract manufacture . o 19
Income from feestanding

foreign currenicy hedges ) 1% [
Miscellaneous operating income 136 143
TOTAL 421 486

The drop in other operating income by EUR 65 m was largely
the result of the drop in the profit on disposal of noa-cur-
rent assets.

E50 OTHER OPERATING EXPENSES

inEURm 2605 2014
£xchange losses ) b 16
txpenses from feestanding

foretgn currency hedges Y 6
Loss on disposal of

non-culrentassets o e
txpenses related to pie-retirement

part-time work schemes ) s| 2
Miscellanedus operating expenses " 163
TOTAL 152 303

The drop in operating expenses from EUR 303 M Lo £UR 252 M
largely resulted from the drop inmiscellaneous aperating
expenses from EUR 163 m 10 EuR 117 M.
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[10] Other information on the
Group statement of profit or loss

During the 2015 financial year, personnel expenses of
EUR 3.928 bn (2014: EUR 3,536 bn) were recognised in func
tignal costs. The increase in expenses is primarily due to
exchange rate effects. The figures for amortisation and
depreciation are given in the segment information.

[11] Financial income
and expenses

E 51 FINANCIAL INCQIAF

n YR m s 2014
Net interest income from defined

benefit plans, s7¢ #2977 245, ? 13
Interest from finance feases

tn accordance with 1FRIC 47145 17 b 20
Income from investments - 1
Other interest and similar income 16 16
JOTAL 42 50

The drop in financial income is iargely due to the reduction
in net interest income from defined benefit plans, because
the interest rates to be applied in the 2015 financial year
were lower than in the previous year,

E 52 HKAN{IAL P XPENSES

inEUR m 2615 2014
Net interest expense fiom defined

bengﬁit plans, “FF unte 2, 3 30
tmpairment of financial investments 1 ’ 1
Other interest and similar charges 407 384
TOTAL 439 415

The increase in other interest and similar charges is due
to negative valuation effects.

In interest income and interest expenses, gains and
lasses from fair value hedge accounting are offset against
each other, in order to give a fair presentation of the eco-
nomic effect of the underlying hedqging refationship. inter-
est income and interest expenses relating to derivatives
were also disclosed net.

143

[12] Taxes on income

Taxes on income in The Linde Group can be analysed as
follows:

E253 #NCOME 1M x FXPENSF

inEURm > 2014
Cutrent tax expense (+)

andiacome 3 o d8Y 485
Tax expense (+} and income (3

relaung topriorpenods . 783
Deferred tax expense (+y and

deferred tax income (=) - i -1
TOTAL 393 358

in the reporting period, the tax expense and income relating
to prior periods includes current tax expense of Eur 43 m
{2014: current 1ax income of eur 54 m) and deferred tax in-
come of EUR 30 m {2014; deferred tax expense of tur 1 m).
Included in tax income and expense refating to prior periods
are the positive and negative effects of facts established
by external tax audits in various countries. Of the total
amount of deferred tax income, EUR 80 m {2014: EUR 52 m)
refates to the change in temporary differences.

The incame tax expense disclosed for the 2015 finan-
cialyear of Eur 394 mis eur 57 m lower than the expected
income tax expense of Eur 451 m, a theoretical figure ar-
rived at by applying the German tax rate of 27.4 percent
(2014: 27.4 percent) to Group earnings before taxes onin-
come. Tax effects recognised directly in equity are shown
tn detail in o2y,

The difference between the expected income tax ex-
pense and the figure disclosed is explained below:
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=54 EAPLCTID AND GISCHOSED INCOME
TAX EXPENSE

inEUR m 2.3 2014
Net income befare taxes 1dde 1,520
tncome tax rate of Linde AG

(including trade tax, (in %)) 2id 274
EXPECTED INCOME TAX EXPENSE 451 416
Foreign tax rate differential 51 -28
Effect of associates - -6
Reduction in tax due

10 tex-free income 3 i -98
increase in fax dye ko

non-tax-deductible expenses ~1 113
Tax expense and Income

refating to prior pericds 13 -53
Elfectof changesintaxrate I
Change in other

permanent differences N w15
Otherdevigtions 45 b
INCOME TAX EXPENSE DISCLOSED 394 358
Effective tax tate (m %) 339 236

E= 55 DEFERRED TAX ASSETS AND HARITITIEY

in the 2015 financial year, the corporate income taxrate in
Germany was 15.0 percent {2014: 15.0 pefcent). Taking into
account an average rate for trade earnings tax of 11.6 percent
{2014: 11.6 percent) and the solidarity suecharge {o.8 per-
centin both 2015 and 2014), this gives ataxrate for German
companies af 27.4 percent (z014: 27.4 percent). This tax rate
is alsa used to calculate deferred tax at German companies,

Income tax rates for companies outside Germany vary
between 12.5 percent and 40.0 percent.

Temporary differences relating to investments in sub-
sidiaries of BUR 120 m {2014; EUR 178 m) have not led 10 the
recognition of deferred tax, either because the differences
are not expected to reverse in the near future as a result
of theis realisation {due to distributions or the disposal
of the company) or the profits are not subject to taxation.

In the reporting period, other changes consisted of
an expense arising from a change in the valuation al-
lowance of EUR 47 m (2014: Eer 84 m). The recognition of
a deferred tax asset in respect of losses brought forward
not previousty recognised and temporary ditferences did
not have any positive impact {20t4: rug 13 m). The positive
impact of the utilisation of loss carryforwards in respect
of which no deferred tax asset had yet been recognised
Was EUR 4 M in 2015 (2014 EUR 0 M}

65 2014

i e Deferred

Btiacd 131 Deferred tox

I FUR m g gseet. heduhies tax assels tiabilities
tntangible assets 4 783 8 820
Tangible assets Jut 213 256 1,080
financial investments (R 144 90 ’ 160
Eﬁ;;e m aséeirs N ) B o ) ab F59 7507 ) 965
Provisions R 334 m9 357 143
tiabilities e 47¢ 959 493
Tax toss carsyforwards and tax credits Ya - 62 -
Amounts of fset -1,999 Lyuh -1,933 -1,933
TOTAL 327 1,750 306 1,726

The tax credits in the 2015 financial year related mainly to
investment incentives, as in the prior year.

Movementsin the deferred tax asset and the deferred
tax liability were not solely due to movements which have
been recognised in profit or loss, but also to movements
which have been recognised in other comprehensive in-
come not affecting profit or foss, exchange rate move-
ments in respect of deferred tax recognised in a foreign
currency, and movements in deferred tax as a result of
the purchase and saie of subsidiaries.

Deferred tax disclosed in other comprehensive in-
come not aifecting profit of loss totalled eur 362 m (2014
£uR 408 m). Of this amount, deferred 1ax assets of eyr 254 m
{2014; £UR 350 M) were atiributable to provisions and de-
ferred tax assets of EuR 68 m (2014: EUR 5B M) were attrib-
utable to current assets.
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The carrying amount of deferred tax assets Is reduced to
the exient that it is no longer probable that the deferred
tax asset will be realised. The carrying amount of defessed
tax assets which relate to potential reductions in the tax
base of £uR 1,020 bn (2014: Eur 866 M) was therefore re-
duced by eur 225 m (2014: EUR 208 M), as it is not probable
that the underlying tax lass carrylorwards and tax credits
of EUR 864 m (2014: Eur 708 m) and deductible temporary
differences of Eur 156 M (2014: EUR 158 m) will be utilised
0f the revised figure for total potential reductions in the
tax base of EUR 864 m (2014: EUR 708 m) which relate to
adjusted tax foss carryforwards and tax credits, EuR 276 m
(2014: FUR 182 m) may be carried forward for up to tenyears
and Eur 588 m (2014: EUR 526 m) may be carried forward
for longer than ten years.

Deferted tax assets relating to tax loss carryforwards
and tax credits of eur 98 m (2014: EUR 62 M) were re<og-
nised mainly because it is projected that there wili be
taxable profit against which the unused tax fosses and
tax credits may be oftset.

E 55 TAXLOSS CANNYEQIZARDS NOT YT USI

in EUR m 0 2014
May be caived forward 1

for up te 10 years 323 203
May be catned forward

for longer than 10 years ¥ 3
May be carned forward indefinitely 650 508
167AL 1.012 714

The movement in tax loss carryforwards is mainly due to
addistons in Brazd, Ching, Germany, India, Russia and Saudi
Arabia, There were also tax loss carryforwaids relating to
US state tax of Eur 416 m (2014: EUR 289 m),
Distributions to Linde AG shareholders do nol have
any impact on taxes on income at the level of Linde AG.
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[13] Earnings per share

E57 rARNINGS PER LHART

inEURm R 2014
Net sncome after taxes -attributable

to Linde AG shareholders LR 1,102
Shares in thousand units o

Weaghted average numbes

of shares cutstanding _ EEESH 185,635
Dilution a5 3 result

of share option schemes o 1 730
weighled average number of

shares outstanding ~ diluted Al 186,365
EARNINGS PER SHARE infue -

UNDILUTED 019 594
EARNINGS PER SHARE in FiR ~

DILUTED A1 5.91

included in the figure for diluted earnings per share is
the issue of shares relating to the employee share option
schemes, to the extent that these have not already been
exercised. Options exercised are also inciuded in the cal-
culation of the weighted average number of shares out-
standing {fully diluted), on a weighted basis until the date
they are exercised.

Further information about the option schemes is given
inerre sl
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(141 Goodwill /other intangible

assets
Movements in the intangible assets of The Linde Group
during the 201s financial year and in the previous year

were as follows:

=58 SCHEDULE OF INTARGIBILE ASSETS - ACQUISITION COST

other

Custamer intengilile
in EUR M Goodwill  refationships Bronds assets Total
AT 01.01.2014 10,400 3,417 481 1,261 15,560
! Currency adjustments ) . ) 600 176 35 60 871
! Additions due o acquisitions 62 14 - - 76
? Additians L ! [ S IR ] I
| Disposals _ . B e I I
i Reclassifications . __ .o . - ] - R 8
! AT 31.12.2014/01.01.2015 13,062 3,607 516 1,354 16,539
: Currency adjustments _ - 11 . 9 w7 ) 3y 676
Additions due to acquisitions . ) ) o4 7 . 2 i -l _ 54
Additians ) . - 1 - 46 47
Disposals - &1 - 13 79
ReclassHications - 2 - 4 16
Reclassification as assels held for sale -2 - - - -2
AT 31.12,2015 13,671 3,675 535 1,430 17,151
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EE59 SCHEDULE OF INTANGIBIE ASSEFS ~ CUtiULATIVE AMORTISATION

Qiber

Lustomer intgngtble
wm EUR m dwill [ hi, Brands assels Tolal
AT 01.01.2014 5 1,132 153 789 2,089
Curtency adjusiments _ 2 74 14 36 126
Additions due to acquisitians - - - - -
Depreciation - 227 25 104 356
Impairments o o .- 1 - 10 21
Disposals . - - - 31 31
Rreclassifications B - - - 1 1
AT 31.12.2014/01.01.2015 7 1,444 202 909 2,562
Cutrency adjustments o - 51 61 21 78
Depreciation . - 182 26 109 317
Impairments | - e 2| __ 2
Disposals o I 54 - B 72
Reclassifications USR] SN | [Nl R 1 S
AT 31,12.2015 7 1,625 234 1,021 2,887
NET 800K VALUE AT 31.12.2015 11,664 2,050 301 409 14,364
NET BOOK VALUE AT 31.12.2014 11,055 2,163 314 445 13,977

In the statement of financial position al 31 December 2015, the
total figure for goodwiltis EuR 11.604 bn (2014; EUR 11,055 bn).
Goodwill arising on acquisitions made in the 201s financial
Year was EuR 45 m (2014: EUR 66 m).

The total net carrying amount of trademarks acquired in
the course of acquisitions was EUR 301 m {2014; EUR 314 m)
at the balance sheet date. The brand names acquired in
the course of the BOC acquisition and other acquisitions
have been classitied as intangible assets with finite yseful
lives since the 2011 financial year as 3 long-term rebrand-
ing programme for the relevant brands has bequn. These
brand names are amortised on a straight-line basis over
a period of twelve years. At 31 December 2015, their net
carrying amount was Euk 187 m {2014: FUR 213 m).

The brand names acqalred in the cousse of Lincare ac
quisition have indefinite useful lives and are included in
the North America region. These were the subject of an
impairment test in 2015, based on assumptions of a pre-
tax interest rate of 10.3 percent and growth in the terminat
value of 1.0 percent. The cairying amount 3t 31 Decem-
ber 2015 was EUR 14 M (2014: EUR 101 M),

The amortisation expense for intangible assets with
finite ysefy] lives of Eur 317 m (2014: £UR 356 M) was dis-
closed in functionai costs, principally in marketing and
selling expenses.

Software solutions are the main component of other
intangibie assets. In connection with the in-house devel-
opment of software used internatly in the SAP environment,
additions during the financial year include development
€osts of eur 7 M {2014: EUR 14 m). Other development costs
of EuRr 4 m for software applications in the homecare busi-
ness were capitalised. in the previous year, development
costs of Eur 2 m were capitalised for internally generated
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sales-refated software applications. At the balance sheet
date, the assets concerned were still in development and
have therefore not yet bean amortised.

An impairment test of goodwill was carried out at
30 September ze15. No impairment [osses were recog-
nised as a resull. Neither were any impairment losses
recognised when a further impairment test of goodwill
was carried out at 31 December 2015 to take account of
changes in the gverali eavironment.

The recoverable amount of goodwill was determined
as its value in use, as in the previous year. To calculate
its value in use, a discounted cash flow method was used.
A detailed five-year plan was used as the basis for the
calculation of cash flows, The economic growth rates and
overall conditions assumed for the detailed planning pe-
riod were based on the latest estimates from international
econamic research institute Oxford Economics. The oper-
ating margin in the individual segments was assumed to
remain largely stable at the level seen in 2015 throughout
the detailed planning period, The inflation assymption for
the planning period is o.s percent for all cash-generating
units and refiects the eura-based rate of inflation.
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The following table provides a summary of the allocated
goodwill and the assumptions sed:

E 60 ASSUMPHIGNS FOR INE PAIRIENT 1EST OF GOUDIWIL

Pre-tax WALC

based on

Post-tox WACC
based on

tegion-specific region-specific Average gnnual
premivms and premivms ond Average onnual grawih rate
' discaunts ot diseounls ot growth role in grass in industrig!
Book vatue of impairment impairment domesiic product in production in Iong-term
altocated goodwill lest dote rest dare plonning periad planning period growth rote
mEUR m in percent in percent m percent in percent in percent
st At
5102 3tz it 30.09. it 30.09
i 2614 s 2014 re 2014 i 2014 2.i% 2014 = 2014
i EMEA G042 5,018 =1 6.9 (5] 5.5 .’0] 2.2 1N 2.4 Loy 0.5
Asig/Pacific 1,947 1,953 vz 7.1 w4 5.5 LR 4.5 39 5.1 ar 0.8
Americas 3 3,483 o 7.9 62 33 250 2.7 :7 35 A 0.5
Engineeing Division 2t 272 56 $.4 w 7.0 w2 ; 33 i 3.6 a8 ¢8
Other activities it 329 ) 6.8 42 5.5 5 2.2 v 2 13 Go 0.8
GROLP 11,604 11,055
[15] Tangible assets
! Movements in the tangible assets of The Linde Group in
! the 2015 financial year were as follows:
=61 SCHEDULF OF TANGIRLE ASSFIS  ACQUISITION £OST
tand, rights Technicol Other
equivalent (o eguipment equipment,
reaf propeity and {urniture Plaats under
In EURm and buildings machinery ond fixtures cansirueclion Total
AT 01.01.2014 2,919 21,144 1,547 1,763 27,371
Curreacy adpustments _ a2 4 1 4 1,009
Additions due to acguisitions - - - 4 4
Additons 28 436 72 1,362 1,898
Disposals 40 408 71 3 522
Reclassifications 88 979 50 -1,081 36
AT 31.12.2014/01.01.2015 3,017 23,125 1,567 2,087 29,796
Curreacy adjustments 47 624 -7 -4 710
Additions due to acquisitions 6 29 - 5 40
Additions 38 538 95 1,218 1,889
Disposals 24 288 71 2 385
keclassifications a2 1,333 30 -1,380 25
Reclassification as assets held for sate -2 -4 - - -6
AT 31.12.2015 3,124 25,407 1,614 1,924 32,069
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E62 SCHEDULE OF TANGIBLE ASSETS ~ CUMULATIVE DEPRECIATION

Land, rights Technicol Other
equivalent to equipment equipment,
reql propesty and furniture Plonts under
in EUR m and buifdings machinery and Jixtures construction Total
AT $1.01.2614 1,343 13,502 1,137 5 15,987
Currency adjustments -1 525 4 9 o499
Depieciation o 85 1,195 L - . n378
Impairmentsr. _‘ - ) B 4 74 5 120 _m
b}gan;se;ls . .26 379 70 o . 1]
Reclassifications . L 1 63 -22 - 42
AT 31.12.2014/G1.061.2015 1,406 14,980 1,125 134 17,645
Cureency adjustments ) 4 T -3 B R 8| 407
Depreciation 1 D D ) 21
impalrments R - 7 S | ] R 4
Disposals e LAy _wmsy M0 w37
Reclassifications ol 84 L] S U -
Reclassification as assefs held forsale L _ -3 - - - -4
AT 31.12.2015 1,503 16,514 1,147 121 19,287
NET BOOK VALYUE AT 31,12.2015 1,619 8,893 467 1,803 12,782
NET BOOK VALUE AT 31.12.2014 1,611 8,145 442 1,953 . 12,151

Tangible assets include feased buildings, technical equip-
ment and machinery, and fixtures, with a carrying amount
totalling sur 78 m (2014: 77 m). Bue o the form of the under-
lying finance leases, these langible assets are attribulable
t0 The Linde Group in its capacity as the economic owner of
the assets, Of the total of eur 78 m, £UR 23 m (2014: EUR 30 m)
refates to buHidings, €UR 17 m (2014: EUR 8 m) 1o technical
equipment ard machinery and eur 38 m {2014 EUR 39 M)
to vehicles.

Also included in tangible assets is technicat equipment
hetd under embedded operating leases on the sales side.
Of the toiat minimum lease payments due In futyre from the
cystomer from such embedded operating leases, EuR 84 m
is due within one year (2014; €UR 51 m), £UR 309 m Is due
within one to five years (2014; Eur 360 M) and EUR 810 M
is due in more than five years (2014: £UR 1.047 bA).

impairment tests were hased on the recoverable amount
of the assets examined, whereby generally the value in use
was applied. The discount rates used (WACC) were based on
those used in the impairment test for goodwill. impairment
losses of gur 9 m were recognised in 2015 (2014: BuR 213 m).
The impairment losses related mainly to production plants
and were allocated to the following segments: eurR 2 m
(2014: EUR 4 ) Lo EMEA, EUR 4 m (2014: EUR 119 ™) t0 Asia/
Pacific and eur 1m (2014: EuR 90 M) to the Americas eur 2 m
{2014: EUR O M) was recognised in the Engineering Divi-
sion. The impairment losses refating to tangible assels
are largely induded in cost of sales and in research and
development costs.

There were no reversats of impairment losses in 2015
OF in 2014,

149

Borrowing casts during the construction phase of eur s2 m
{2014: EuR 42 m) were apitalised, based on a pre-tax in-
terest rate of 3.6 to 3.8 percent (2014: 3.6 10 3.8 percent).
The cost of tangible assels was reduced in the 2015 finan-
cial year by government grants of EUR 7 m (2014: EUR 8 m).
Tangible assets of eur 56 m (2014: EUR S6 M) were
pledged as security.
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[16} Investments in associates
and joint ventures/other financial
assets

Movements in the financial assets of The tinde Group dur-
ing the 2015 financial year were as follows:

63 SCHEDULE OF FINANCIAL INVESTMENTS - ACQUISITION (GST

I Iavestments in associotes
ond joini ventures

‘g in EUR m {ot equity} Other invesiments Non-current foons’
[ AT 01.01.2014 223 104 3%
[ Currency adjustments o 20 8 1
f Mo ___ . _ o® vl s
I’ pisposals o o | s4) 7
Reclassifications . R | . S -

i AT 31.12.2014/01.01.2015 251 73 30
: Curency adjusiments B 8 4 1
‘ Additions 16 7 2
) Disposals o 12 29 2
| Reclassifications - _ 6 -1
253 651 30

4 AT 31.12.2015

* Out of the noa-current [oans, EUR 11 m (2014: EUR 15 m) s related 1o taans to assaetates of jolnt ventures.

; E 64 SCHEDULE OF FINANCIAL INVESTAMENTS - CUMULATIVE AMORTISATION

investmenis in assoclates
and joint ventures

in EUR m (Gt equily} Other investments Non-current foons
. AT 01.01.2014 9 15 5
! Curfency adjustments e oy L
) Depreciation R et I
Disposals = _ ——— = - e T — Y T
AT 31,12.2014/01.01.2015 1 12 6
Depreciaticn 7 . i - 12 _ 4
. AT 31.12.2015 1 24 16
L
i NET BOOK VALUE AT 31.12.2015 242 37 piy
! NET BOOK VALUE AT 31.32.2014 240 &1 24
|
E 85 NETROOK YALUE OF FINANCIAL INVEST/TENTS
i investments in
associotes and
Jjoint ventures
(ot equity}  Otherinvestments  Non-current logns Total
Net book value at 3112.2015 242 o3 20 ) 299
Net book value at 31322014 240 61 24 325

| 150
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The share of profit or lass fram associates and joint ven-
tures in the 2015 financial year was eur 12 m (2014; EUR 22 m).
within the Gases Dwvision, eur 3 mof the total figure related
1o EMEA (2014: EUR 9 ) and EUR 1t m to the Asia/Pacific
segment (2014: EUR 12 M). In the Americas segment, Eur 1 m
was recognised in the previous year

0Of the profit or foss from associates and joint ventures,
there were no unrecognised lasses on the balance sheet
date (2004: R 2M),

0On the balance sheet date, there were no contingent
liabalities relating to shares in associates of joint ventures
{2014: cUR 4 m).

At 31 December 2015, there were no apen orders irom
jaint ventures and associates (2014 EUR 35 m). There were
no significant restrictions on the ability of the associates
and joint ventures to transfer dividends or funds to Linde
or to repay foans to Linde either.

Mote information about assaclates and joint ventuees is
givenin tors #7,, Aggregete financial infarmation about
joint ventures is given below, based on the investment
in those joint ventures hetd by Linde:

E 6 AGGRIGAIF FINANCIAL IRTORMATION ARQU!
JOUNT VES TN 5 2T LTV

in EUR m i 2014
profit for the year a1 19
Other comprehensive income

(net of tax) . 10
TOTAL COMPREHENSIVE INCOME 19 29

Aggregate financial information about associates based
on the investment in those associates held by Linde is im-
material and is therefore not disclosed separately.

[17] inventories

EZ 0l INVFNTORIES

mEUR m E 31122014
Raw materials, consymakles ]

and supphes . e, I 18
Unfimished goods,

sefvices in progress ».7 h 200
fiushed goods EARN 457
Merchandise ¥3y 231
Prepayments o { 10¢
10TAL e 1,155

At 31 December 2015, the total inventory allowance was
EUR 122 M (2014: EYR 108 M),
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(18] Receivables from finance
leases, trade receivables, other
receivables and other assets and
income tax receivables

E68 RECEIVABLES AND GTHER ASSETS

Curremt Non-current iota!

in (YR m GEE0y IRIZA014 30T L2004 10, 31.12.2014

H RECEIVABLES FROM FINANCE LEASES SZI 50 2117 248 i 298
‘i Receivables from peicentage

: of completion contracts 174 511 - - 174 51

: Other trade receivables 2,550 2,550 z 3 2552 2,553

; TRADE RECEIVABLES 2,724 3,061 2 3 2,718 3,064

:J Other tax receivables 224 226 0 34 24 260

\ Derivatives with pesitive fair values 160 151 156 258 3o 409

Prepald pension casts - 118 1 12 m”m

Other jeceivables and assets 92 348 133 86 523 432

) OTHER RECEIVABLES AND OTHER ASSETS 778 723 426 549 1,204 1,272

INCOME TAX ASSETS 277 216 9 3 286 219

Receivables from finance leases
Almost all the receivables from finance leases relate to
agreements which are classified as embedded finance
leases according to IFRIC 4/1AS 17. The counterparty risk
arising from receivables from finance leases is covered
by the air separation plants and other plants underlying
the contracts.

The data relating to receivables from finance leases
is as follows:

E 69 RFCEIVABLES FROM FINANCE LEASES

in EUR m M5 31122014

TOTAL FUTURE MINIMUM LEASE

| PAYMENTS (GROSS INVESTMENT) 336 363

1 duewithinoneyear ny e
dueingnetofiveveas oAl 206
_due inmore than five years 7 90
PRESENT VALUE OF MINIMUM

j LEASE PAYMENTS 269 298
_duewithinoneyear s2p 50
_due in one to five years 157 167 ;
_ duein more than five years 60 81

UNEARNED FINANCE INCOME
INCLUDED IN THE MINIMUM
LEASE PAYMENTS a7 65

: 152
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Receivables from percentage
of completion contracts
Receivables from percentage of completion (PoC) con-
tracts comprise the aggregate amount of costs incurred
and recognised profits, less advance payments received.
At the balance sheet date, costs incurred and profits
recognised on long-term construction contracts amounted
to tur 4.987 bn {2014: EuR 4.174 bn), offset against advance
payments of EUr 5.474 bn {2014: EUR 4.473 bn). This gave rise
1o receivables of EUR 174 m (2014: euR 511 m) and liabilities
of tUR 661 M (2014: Euk 810 M).

Other trade receivables

Other trade receivables are due from a large number of
customers in a wide variety of industry sectors and many
different regions. To assess the recoverability of accounts
receivable, the creditworthiness of customers is subject
to eonstant review. Credit loss insurance is taken out if
required.

E 70 FINANCGIAL ASSETS PAST DUE gUT NOT L FAIRLL

O ANFRE 7 Y w i dope 36 88 days e “Ddups ?0 186 dsvy PTET rrge
e rera 3" 2 i i i

U RN L TR I T - -

2614, in EUR m

Trade receivables 261 49 44 1 ] 1

Other receivables and assets 4 - - - -

In the case of financial assets which are neither past due
rotf impatred, there were na indications at the balance
sheet date of any potential impairment.

[19] Securities

Sshort-term securities decreased during the 2035 financial
vear, namely by €ur 100 m fram EUR 521 M 10 EUR 421 M,
mainly as 3 result of disposals.

There were heid-to-maturity securities at 31 Decem-
ber 2015 of eur 13 m (2014: EUR 12 M). Reguliar reviews are
performed of the creditworthiness of counterparties and
clearty defined limits have been set.

{20] Cash and cash equivalents
Cash and cash equivalents of Eur 1,417 bn (2014: €UR 1437 bn)

comprised mainly cash at banks and money market funds
which have maturities of three months or less.

153

E71 (ASHAND CASH t QUHVALENTS

10 EUR it 31122014
Bank batances /381 663
Money market funds B 742 .. 284
Cheques ) 5 ot
sho ‘ 2
Cash equivalants 472 207
TOTAL 1,417 1,137

The Linde Group concludes Credit Support Annexes
(CSAs) with banks to reduce counterparty risk. Under
these agreements, the positive and negative fair val-
ues of derivatives held by Linde AG and Linde Finance
B.V. are collateralised with cash on a regular basis. At
31 December 2015, an amount of EUR 371 m was disclosed
in cash and cash equivalents as a result of these agree-
ments {2014; £UR 141 M),
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{211 Non-current assets
classified as heid for sale
and disposal groups

On 31 December 2015, assets with a carrying amount of
eur 11 m were reported as non-current disposal groups
held for sale. These mainly relate to cash holdings, rade
receivabies and plant and machinery, as well as build-
ings from the Asia/Pacific segment. The disposal group
is scheduled for sale in the coming year. A carresponding
sale agreement has already been signed. The assets were
not subject to any impairments.

[22] Equity

EZ? fQuiry

in EUR 1125 31.12.2014

SHARE CAPITAL _475,476,940.801 _ 475,476,940.80

Nominal value of own shares PERESLE 243,479.04

' ISSUED SHARE CAPITAL _ A?:,Z}iﬁ{&l 76 475,233,461.76
“ AUTHORISEO CAPITAL (TOTAL) _ 84,119,265.28] _ 84,119,265.28
Authorised CapitaHl ) EVASS R | 47,000,000.00

H Authorised ca_pual it . 3119,265.3% 37,119,265.28
CONDITIONALLY AUTHORISED CAPITAL (TOTAL) __572&00&0(_! 62,082,237.44

2007 conditionally authorised capital 4,842,232.44

2052 conditionally authorised capital } AP LT U 16,240,000.00

2013 cendittonally authorised capital 47,000,600 00 47,000,000.00

Capital subscribed, outhorised
and conditionally authorised capital,
subscription rights
The company's subscribed capital at the batance sheet
date amounts to EUR 475,476,940.80 and is fully paid up. t
is divided into 185,733,180 shares at a notional par value
of EUR 2,56 per share, The shares are no-par value shares,
£ach share confers a voting right and is entitled to dividend.
tnaccordance with §71b of the German Stock Corporation
Act (AktG), the company is not entitled to dividends or to
voting rights in respect of the 95,109 own shares it holds
. at 31 December 2015,

No new no-par value shares were issued in the 2015
financial year. This means that the company’s subscribed
capital did not change in the 2015 financial year.

E 73 NUMBIR U SHARES

49 2014
NUMBER OF SHARES AT 61,01, 185,733,18¢ 185,648,912
Exercise of Long Tesm Incentive Plan (LTtP 2007) - o o 84,268
Number of shares atsni. B _ o o o €L 48 eu| 185,733,180
Own shares 05,000 95,109
NUMBER OF SHARES DUTSTANDING AT 31.12. 165,638,071 185,638,071
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Autharised copital
Al 31 December 2015, the authorised capital comprised the
following:

Authorised Copital I:

Based on a resolution passed at the Arnual General

Meeting held on 29 May 2013, the Executive Board was
authoeised, with the approval of the Supervisory Board,
to increase capital subscribed by up W0 £ur 47,000,000.00
untii 28 May 2018 against cash of nor-cash contributions
by issuing, on one or more occasions, a total of up to

18,359,375 new bearer shares at a notional par value of
tur 2.56. The new shares must be offered for subscrip-
tion to the shareholders. However, the Executive Board
is entitled, with the approval of the Supervisory Board,
10 exclude the subscription rights of shareholders for the
residual amounts, and to exclude subscription rights ta
the extent that holders of aption rights and /ot conversion
rights of conversion obligations issued by Linde AG or by
any of its direct or indivect subsidiaries may be granted
the subscription tights to new shares to which they are
entitied when they exercise their option rights and/or
conversion rights or settle the conversion obligation. More-
aver, the Executive Board is authorised, with the approval
of the Supervisory Board, to exclude the subscription
rights of shareholders, provided the issue price of the
new shares ansing from a capital increase against cash
contributions 1s not significantly lower than the price of
shares of the same type traded on the stock exchange
at the time the issue price is finally determined, which
should be as soon as possible after the placement of the
shares, and the proportion of the capital subseribed con-
stituted by the shares issued does not exceed 10 percent
of the capital subscribed either when this authorisation

becomes effective or when it is exercised. In determin-
ing the capital limit, account must be taken of that part

of capital subsceibed which relates to those shares which

are used to service options and/or convertible bonds. This
is only the case if the options and/or convertible bonds

are issued in accordance with §18s (2), sentence 4, of the
German Stock Corporation Law {AktG) while exciuding the
subscription rights of shareholders during the lifetime

of this authorisation. Account must also be taken of that

part of the share capital which relates to those shares

which are issued on the basis of the autherised capital, or

sold after repurchase as own shares, during the lifetime

of this autharisation in accordance or compliance with

§186 (3), sentence 4, of the German Stock Corporation

Act {AktG). The Executive Board is also authorised, with

the approval of the Supervisory Board, to exclude sub-
scription rights in the case of capital increases against

nen-cash contributions, especially in the course of the

acquisition of companies, businesses or investments in

companies, or on the formation of business combinations.
The Executive Board is further authorised, with the ap-
proval of the Supervisory Board, to exdude subscription

rights for an amaunt of up to EUR 3,500,000.00 to the extent

necessary to issue shares to the employees of Linde AG
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and/or its affiliated companies while excluding the sub-
scription rights of shateholders. The Execotive Board 15
authorised to determine the remaining details of the cap-
ital increase and its implementation, with the approval
of the Supervisory Board. The new shares can also be
transferred to certain banks specified by the Executive
Board, which assume the responsibility of offering them
to shareholders (indirect subscription rights).

Authorised Capital il

Based an a resolution passed at the Annual General Meet-
ing on 4 May 2012, the Executive Board was authorised,
with the approval of the Supervisery Board, to increase
capttal subscribed by up to €U 70,000,000 until 3 May 2017
against cash or nen-cash contributions by issuing, onone
or more occasions, a total of up 10 27,343,750 new bearer
shares at a notional par value of tur 2,56,

Adter effecting the ardinary capital increase in the 2012
financial year out of Authorised Capital Ii, the Executive
Board was alsa authorised, with the approval of the
Supervisory Board, to increase capital subscribed by up
to Eur 37,119,265.28 until 3 May 2017 against cash and/or
non-cash contributions by isswing, on one or more ot
casions, a total of up 10 14,499,713 new bearer shares at
a notional par value of Fur 2.56. The new shares must
be offered for subscription to the shareholders. However,
the Executive Board is entitled, with the approval of the
supervisory Board, to exclude the subscription rights of
shareholders for the residual amaounts, and to exclude
subscription rights to the extent that holders of options
and/or convertibie bonds issued by tinde AG or by any of
its direct or indirect subsidiartes may be granted the sub-
scription rights to new shares to which they are entitled
when they exercise their rights of conversion or option
rights of settle the conversion obligation. Moreover, the
Executive Board is authorised, with the approvai of the
Supervisory Board, to exclude the subscription rights of
shateholders, provided the issue price of the new shares
arising from a capital increase against cash contributions
Is not significantly fower than the price of shares traded
on the stock exchange at the time the issue price is fi-
natly determined, which should be as soon as possible
after the placement of the shares, and the proportion of
the capital subscribed constituted by the shares issued
does not exceed 10 percent of the capital subscribed ei-
ther when this authorisation becomes effective or when
1t is exercised. 1n determining the capital fimit, account
must be taken of that part of capital subscribed which
relates to those shares which are used to service optigns
and/or convertible bonds. This is only the case if the op-
tions and/or convartible bonds are issued in accordance
with §185 (3), sentence 4, of the German Stock Corpora-
tion Act (AktG) while excluding the subseription rights
of shareholders during the lifetime of this authorisation.
Accoum must also be taken of that parf of the share cap-
ital which relates to those shares which are issued on the
basis of the autharised capital, or sold after repurchase
as own shares, during the lifetime of this authonisation in
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accordance o compliance with §186 (3), sentence 4, of the
German Stock Corporation Act {AkLG). The Executive 8oard
is alse authorised, with the approval of the Supervisory
Board, to exclude subscription rights in the case of cap-
ital increases against non-cash contributions, especially
mn the course of the acquisition of companies, businesses
ar investments in companies, of on the formation of busi-
ness combinations. The Executive Board is authorised to
determine the temaining detaits of the capitalincrease and
its implementation, with the approval of the Supervisory
Board. The new shares can also be transierred to certain
banks specified by the Executive Board, which assume the
responsibifity of offering them to shareholders (indirect
subscription rights).

Conditionally authorised capital
The conditionally authorised capital at 31 December 2015
comprised the foHowing:

2012 conditionally gutherised capital:

The issued share capitat can be increased by up to
EUR 10,240,000 by the issue of up to 2,000,000 new bearer
shares with a notional par value of eur 2.56 if certain
conditians are met (2012 conditionally authorised cap-
ital). The conditionally authorised increase in capital is
approved sotely for the purpoase of granting subscription

rights (share options} to members of the Executive Board

of the company, members of the executive badies of af-
filiated companies within Germany and outside Germany
and 1o sefected executives in the company and in affili-
ated companies within Germany and outside Germany in

accordance with the provisions set out in the authorisation
agreed at the Annual General Meeting on 4 May 2012 (Long

Term [ncentive Plan 2012). The canditionally authorised

share capital will only be issued if subscription rights are
exercised in accordance with the authorisation grented

and the company does not meet its obligation in cash or
with own shares. The new shares issued as a resuit of

the exercise of options are first entitled to dividend in

the financial year in which, at the date of their issue, 3

resolution has not yet been passed at the Annual General

Meeting regarding the appropriation of profit.

2013 conditionally authorised capital:

The issued share capital can be increased by up to
EUR 47,000,000.00 by the 1ssue of up to 18,359,375 new
bearer shares with a notional par value of eur 2.56 if cer-
tain conditions are met (2013 conditionally authorised
capial). The Increase in share capital will only take place o
(i} the holders and/or creditors of the convertible bonds or
warrant-linked bonds, both existing bonds and in addition
convertible and /o1 warrant-linked bonds to be issued by
the company or by Group companies controlied by the
company by 28 May 2018, 3s a result of the authorisation
granted to the Executive Board by the resolution passed
at the Annual General Meeting on 29 May 2013, exercise
their conversion or option rights or if (i) the holders
and/or creditors of convertible bonds to be issued by
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the company or by Group companies controlled by the
company by 28 May 208, as a result of the authorisation
granted to the Executive Board by the resolution passed at
the Annual General Meeting o 29 May 2013, settle their
conversion obligation, although in cases (i) and (i) only
insofar as own shares are not used for this purpose. The
new shares are issued at the option of conversion price
to be determined in each case in accordance with the
resalution regarding authorisation referred to above. The
new shares participate in profit from the beginning of the
financial year in which they are issued as a result of the
exercise of conversion or optionfights or settiement of the
conversion obligation. The Executive Boaed is autharised
to determine the remaining details of the conditionatly
authorised capital increase and its implementation, with
the approval of the Supervisory Board.

Authorisation to purchase own shares:

The Executive Board is authorised until 3 May 2037 by
a resalution passed at the Annual General meeling on
4 May 2012 {0 acguire own shares up to 10 percent of cap-
ital subscribed at the date of the resolution or, if lower,
of the capital subscribed at the date the relevant author-
isation is exercised.

These shares may be purchased on the stock ex-
change, by way of a public purchase offer addeessed to
all shareholders or by way of 3 public invitation to all
shareholders to submit sale offers,

The own shares acquired under this authorisation may:

- be solg via the stock exchange or by an affer to all
shareholders,

-+ with the approval of the Supervisory Board, also be
sold otherwise,

-2 with the approval of the Supervisory Board, be offered
and transferred in the context of the direct or indirect
acquisition of companies, businesses of investments
in companies, and in the context of the formation of
business combinations,

- be apprapriated 1o settle option and/or convertible
bonds which the company or a direct or indirect sub-
sidiary of the company has issued or will 1ssue,

— be granted, in the case of a sale of acquired own shares
by an offer to all shareholders or a capital increase
with subscription rights, to holders of option and/or
conversion rights issued by the company or a direct of
indirect subsidiary of the company in the same amount
s that to which they would be entitled after exercising
the option and/or conversion rights or after settlement
of a conversion obligation,

= be granted in fulfilment of the company’s gbligations
under the Linde Management Incentive Programme
following the resolution passed at the Annuat General
Meeting on 14 May 2002 (3genda item 8),

— be granted in fulfilment of the company’s obligations

under the Linde Performance Share Programme fol-
lowing the resolution passed at the Annual General
Meeting on o5 June 2007 {agenda item 7),
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— be granted in fulfilment of the company’s obligations

under the Linde Performance Share Programme fol-

lowing the resolution passed at the Annual General
Meeting on 4 May 2012 (agenda item 8),
— be issued to members of the Executive Board and to

peisans currently or formerly employed by the com-

pany, and to members of executive bodies of Linde’s
affiliated compantes, or be used 1o service the rights
or obligations to purchase own shares attributable to
the persons named hesetofore, or

— be redeemed, with the appraval of the Supervisory
Board.

The Company holds a total of 95,109 own shares. This

corresponds to a share of Fur 243,479.04, 01 0.05 percent,

of the capital subscribed. The shares are being used to
fuliil the rights to transfer shares of the company under

the Matching share Plan to all participants in the plan,

including the members of the Executive Board.

157

Capital reserve

The capital reserve comprises the premiums arising on
the issue of shares and the expenses relating to the issue
of opticn rights to employees in accordance with IFRS 2
Share-based Payments,

Revenue reserves

Included under this heading are the past earnings of the
companies inctuded in the Group financial statements, to
the extent that these have not been distributed.

In addition, the etffects of the remeasurement of de-
fined benefit plans and the effects of the limit on a de-
fined benefit asset (asset ceiling as set out in 1AS 19.64)
have been recognised in revenue reserves. This makes it
quite ¢lear that these amounts wilt not be transferred to
profit of loss in future periods. A deferred tax effect of eur

-56 M was recognisedin the movement in revenue reserves
as a resuit of actuarial gains and losses (20%4: EUR 173 m).
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Cumulative changes in equity not recog-
nised through the statement of profit or loss
Disclosed under this heading are the differences arising
on the translation of the financial siatements of foreign
subsidiaries and gains of losses on the remeasurement
of securities and hedging instruments, accounted for In
equity rather than being recognised in the statement of
profit or foss.

Movements in cumulative changes in equity not rec
ognised in profit or ioss were as follows:

E 74 AQVEMENT IN CUMULATIVE (HANGEY NOI RECOGNISEL TREOQUGH THE STATERENT OF PROHT DR 1Us5

2.5 2014
n EUR m Lmioe ey Tex ol i Before tox Tax effect Net
MOVEMENT IN CURRENCY TRANSLATION I
DIFFERENCES 1.093 1,893 1,308 - 1,308
MOVEMENT IN UNREALISED GAINS/10SSES
ON AVAILABLE-FOR-SALE FINANCIAL ASSETS o ? o »2‘ o F -14 4 -10
Movement in accumulated
uncealised gains/losses A 2 ¢ - -1 -1
Realised gains/losses ) - R . -4 5 -9
MOVEMENT IN UNREALISED GAINS/LOSSES
ON HEDGING INSTRUMENTS 434 . 7 77 -721 71 ~650
Mavement in accumulated
_unreglised gains/losses X R af. 2 4o ~705f 67f  -638
Realised gains/losses - 13 | 5 -13 ' ~16 4 -12

Noa-controlling interests
The interests of the non-controlling shareholders in equity
relate mainly to the following Group companies:

E75 NON-COUTROLLING INJERESIS

in EUR m 2268 31.12.2014
LINDE LIENHWA INDUSTRIAL GASES

€0 11D, Taiwan A 263 256
BOC-TISCO GASES €0, Ltd., China 3 81
Afnican Oxygen Limited,

South Africa i 'O
Shanghai HuaLin industria

Gases Co.Utd., Chuna o 47
Ma'anshan BOC-Ma Steel Gases

Company Limited, China 49 45
LINDE INDIA LIMITED, india 4 a4
MIG Production Company Limited,

Thailand I 34
Saudi Industrial Gas Company,

Saudi Azabia LN 29
Linde Gas Algerie 5.p.A., Algerio 4 32
unde Engineerng (Dalian} Co. Lid.,

¢hina 4 25
Yaiious other companies e 188
TOTAL &7 861

The voting rights of non-controlling sharehotders corre-
spond to their share of the equity in the compantes con-
cerned. Detalled information about individual subsidiaries
which have non-controlling shareholders is not disclosed
due to the Individual figures not being material. Further
information about the individual companies is given in
the list of shareholdings on -+ ks o o o1e,

Capital structure management

Linde's capital structure management is based an various
financial performance indicators such as the equity ratio
and the dynamic indebtedness factos. The aim of the cap-
ital structure management is to obtain unrestricted access
to the capital market and to achieve 3 stable credit rating.
Further informalion about this canbe found inthe v wrn

TARACELENT RFRCN R pRL 85 T 0 W 2T T
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[23] Provisions for pensions
and similar obligations

E76 PROFISIUNS TOR PENSIGNS AHD SEZNLAR
QRLMATICNS

in EUR m a2 3122014
Provisions for pensions 7 tha 1,247
P;DVISIOQS tog simifar obligations 1 18
TOTAL PROVISIONS 1,065 1,265
Pension assets R 17

Pension provisions are recognised in accordance with
|AS 15 Employee Benefits for obligations relating to fu-
ture benefits and current benefits payable to current and
former employees of The Linde Group and their surviving
dependants.

Different countries have different pension systems, due
ta the variety of legal, economic and fiscal conditions
applicable in each country. These are generally based on
the remuneration and length of service of the employees.

The provisions for simiar obligations include bridging
payments in Germany as well as other abligations.

Occupational pension schemes can be either definad
contnibution or defined benefit schemes. In the case of
defined contribution plans .~#r . s 4«1, the company
incurs no obligation other than the payment of contribu-
tions 10 an external pension fund.

In the case of defined benefit plans, the company’s
obligation is to meet the defined benefit commitments
to current and former employees. Two different meth-
ods can be distinguished: the recognition of provisions
for pansions and the use of externally financed pension
schemes. The Linde Group’s main defined benefit plans
are described below.

The defined benefit commitments in Germany relate
16 old age pensions, invalidity pensions and surviving
dependants pensions, These commitments are based prin-
cipally on defined contribution pension rules, whereby

vested rights for periods of service prior to 1 January 2002
based on earlier {inal-salary penston scheme rules have
to be taken into account. In addition, there are direct
commitments in respect of the salary conversion scheme
in the form of a cash balance plan ;s¢¢ stossas. f. The
resufting pension paymenis are calculated on the basis
of an intetest guarantee and the performance of the cor-
respending investment. There are no minimum funding
requirements. The pension obligations in Germany are
partly funded by a Contractual Trust Arrangement {CTA).

pefined benefit commitments in the UK agreed prior
10 1July 2003 are earnings-related and dependent on the
pertod of service, and relate 10 old age pensions, invalidity
pensions and surviving dependants pensions.

With effect from 1 April 201, the anount of future in-
creases in inflation-linked pensions and of incieases iR
pensionable emoluments was restricted.

Legal, reguiatory and contractual minimum funding re-
quirements are in place. Pension obligations in the UK are
10 a great extent funded. Defined benefit pension plans
were closed to new entrants fram july 2003,

Defined benefit commitments in the United States re-
late to old age pensions, invalidity pensions and suiviv-
ing dependants pensions. The commitments are based op
pension requlations which are dependent on the peried of
service and salary of the employee. Most of the pension
plans take the form of cash balance plans. The plan pas-
ticipants have the oplion to take a lump-sum payment or
annual pension payments. Legal and reguiatory minimum
funding requirements are in place.

Pension obligations in the United Slates are currently
fuily funded. The amount of the pensian obligation (ac-
tuarial present value of the defined benefit obligation, or
DBO) is calculated using actuarial valuation methods, which
requiie the use of estimates. In addition to assumptions
about mortality and disability, the following assumptions
which depend on the ecanomic situation in that particular
country are also relevant, 50 that for countries outside
Germany weighted average figures based on the abti-
gation are given:

EE 77 ASSURBTIONS USFD §O CALCUEATE JUE PeQVIsI0N ) Fule PERSIONY

Germany uK Other Europe USA Qther countires
in% ey 2014 i 2014 - 2014 - 2614 St 2014
Discount rate N ) 2.20 30 360 1 (\.:1_ 195 :ar 3.50 4 4.72
Growth in future benefits rso| 22s] 2| aso| el 2 S N Y
Growth m pensions B 1.64 » 319 10 1.34 T he j 1.95 N 1.72
159
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The growth in future benefits comprises expected future
increases in salaries, which are estimated annually, taking
inflation and the economic situation into account.

The sensitivity analysis below demonstrates the extent
to which the present value of the defined benefit obliga-
tion changes when, in each case, just one of the actuarial
assumptions changes while the other acluarial assumptions
remain the same. The impact of any correlation belween
the various assumptions has not been taken into account.

E 78 SENSITIVITY ANALYSIS

thange Germuony ux

in EUR m HE 31.12.2014 Fele m s 31.12.2014
N 7+§0})P At i B -11_1_ 339 - -336 - .
Oscounteale - -50bp EA0 I 2 S IR 1
. sobp L] I 7 o I .

Growth in future benefits -50 bp -1 ~-13 - -
+50 bp 63 74 B 316 ,

GIowth In pensions -50 bp -A2 ~64 254 -281

. For the pension plans in Germany, an increase of one year

i in life expectancy would resulin an increase in the defined
benefit obligation of 5.1 percent. The sensitivity analysis
of life expectancy in Germany is based on pension funds
held at 31 December 2012. The underlying assumptions
have not changed significantly between that date and
the balance sheet date.

For the pension plans in the UK, an increase of one
year in life expectancy would result in an increase in the
DBO of 3.0 percent {2014: 3.0 percent). For the pension
plans in the United States, no sensitivity analysis of life
expectancy was prepared, as the plan participants gener-
ally avail themselves of the option to be paid a fump sum.

In Germany, life expectancy ts calculated on the basis of
the 2005 G mortality tables” produced by Professor Dr Klaus
Heubeck. Pension plans in the UK use their own maortality
tables and biometric assumptions. These are determined
on the basis of actual experience in a pool of comparable
pension plans. At the balance sheet date, the average
life expectancy applicable to pension plans in the UK is
22.0 years for a male pensioner aged 65 (2014: 22.0 years)
and 23.5 years for a female pensioner aged ss (2014: 23.5
years), while the future average life expectancy at the
pensionable age of 65 for active members of the pension
plans is cusrently 23.8 years for men aged 45 (2014: 23.8
years) and 26.1 years for women aged 45 (2014: 26.0 years).

160
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i Other Europe USA Other countries Totel
: Sty kgt 31.12.2014 3i 12 a5 31.12.2014 310 00 3i.12.2014 p1220T 31.12.2014
PR By __ . o8 Sl I LN [ EiLd I L
| 2 7 10 27 16 17 593 628
S _— - [EUERDEEI 14 B [ 14 U
— . oW 3w ? L Z 4 . _8 25 .
£ . -15 -7 e -2 i -6 <P -36
¥} 61 - 3 4 35 . 455
-7 ~54 - 3 -3 =376 - 402
!
|
|
|
i
i
|
|
i
| |
D
' 5
| |
'
|
|
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Recancitiation of the defined benefit obligation and of
the plan assets:

E 72 RECONCILIATION OF THE DRO AND OF THF PLAN ASSEQS
Germany uK
Defined benefit Defined henefit .
in EURm obligation Pign assets obligation Plan assets §
AT 01.01.2014 1,139 -423 3,291 -3,342
Sefvicecost . - - Il R
Cufrent service cast N I . . 36 - R
 Pastservitecost R ! R - - e
tnterest expense (+)/interest income -) a2 -23 156 -159 :
Remeasurements 269 -33 380 -160
Return on plan assets {excluding amouats
included in interest expenses and income) - -33 - -160 B
Actuarial gains -)/losses (+) L 269 - 380 = - .
Effects fram changes
in demographic assumptions - - ~-83 - .
tffects fram changes‘ )
in financial assumptions 266 - 474
effects from changes B
in experience adjustments X 3 - -1 - ,
Emptoyer contributions ) L - -302 - -62 '
Employee contiibutions 9 -9 1 oo ,
Pension payments made R ~50 1 ~123 123 .
Setilement payments - - - - .
Effects of changes in exchange rates o - - 243 -239 !
Changes in scope of consotidation/other changes o ] - 2 ;
AT 31.12.2014/01.61.2015 1,432 -788 3,984 -3,828
Service cost o ) 42 - 52 - !
Cursent service cost A - 52 - - Ny
Past service cost I S B — N
Efects of plan curtailmenss - - _ - SO I
_Hectstromplansettlements -0 -b Ll
lnteresteg&pen;_eg)/imeresi_lncome [ I ) | et I 4 I _1_5_2 47 \
Remeasurements . -75 11 -234 - 167 L
Return on plan asse‘l;(—eming—a-mohm-s T - ) T -
inclyded in interest expenses and income) - 11 - 167 ;
Actuariat gains ¢-3/lasses {+ i ~75 -l ~234 - .
Effects from changes
in demagraphic assumplions o - =y - _ - *
etfects from changes
in ftnancial assumptions -70 - -165 - ,
Effects from changes :
in experieace assumptigns -5 - -69 - .
Employer contributions - -2 - -76 .
Employee contributions 13 -13 1 =1
Pension payments made -52 P4 ~-143 143 :
Settlement payments ~ - - - - :
Effects of changes in exchange rates - - 218 -208 i
Changes in scope of consotidation/other changes . - - - 3 :
AT 31122015 1,391 -BO7 4,030 -3,957
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1
b
¥
:
Other Europe UsA Other countries Totaf
' Oefined benefit oefined benelit Oelined benefit Delined benefit
| abligation Plgn assels abligation Plan assets abliggtion Pign assels obligation Plan assets ¢
702 -526 450 -512 59 -270 5,841 -5,073
—_— ; . i I 7 N oo e
e 2 - oW L . og .
P B ol _ uf [ U [N VR
; K 23 -18 19 -2 14 ~16 254 -237
' R 177 -48 13 24 26 -7 865 ~124
. - -48 - 24 - -7 - -224
, _ 177 - 13 - r - 865 -
. R L - . n - o . -70 -
. 185) - 16 - 17 - 958 -
| -9 - -15 - 9 - -23 - !
P - -19 - -1 - -7 - -39 :
, 5 -5 - - 1 . 1% -16 i
I -27 20 -26 3 -26 23 ~252 120 !
Y s 1 - 63 ~66 14 -13 312 ~318
Co 2 20 - - - - 7 R
! 894 -598 536 -553 298 -291 7,144 ~6,068
N o ~37 - 18 - W0 b 13 -
; . 21 -l . 9 .- 1 - ~ 145 -
. D1 I R oL T e M S
{ -24 - - - -1 - ~25 -
?r—.—_.___ — _. — e T PR - —— T _ i P
- _ LoF N 7 L S I 1 Bl 2300 7208
5 -25 -2 41 =2 2 -308 196
——— . - . e - N ol I L e !
) - -25 . - 41 - 2 196
: 5 - -2 - -2p ~ - . -8 -
e -14 o - ~ -4 - - - -18 -
24 - -1 - 1 - _ -2 -
-5 - 3 - -3 - A -
roo- - -3 R - - - -9 : - 100 )
} R 3 -3 - - L -1 18 -18 E
; -22 15 -36 3 -41 36 -294 229 ¢
; -290 290 - - - - -290 2%0 E
. 0 -14 60 -62 -11 15 287 -269 £
L 3 2 - oo 2 1 5 .6
i 590 -353 597 -562 270 -261 6,878 -5,940
|
!
i
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In the reporting year, the regrganisation of defined bene-
fit plans in the Netherlands resulted in a large part of the
pension schemes being transferred to a pension fund. This
had a positive eifect on operating protit in the amount
of EUR 42 m in total. The positive effect included income
from a plan curtailment of £ur 22 m, income from a plan
settlement of ur 30 m and expenses of EUR 10 m which
are not, however, included in the pension expense.

In 2004, Linde transferced an amount of EuR 300 m in
respect of the German defined benefit pension plans to the
existing Contractual Trust Arrangement (CTA). The funds
allocated were obtained by issuing a bond for the same
amount. The increase in plan assets fed to a reduction in
the net interest expense in respect of defined benefit
pension obligations in Germany.

Actual income from plan assets in external pension
funds in 2015 was rur 10 m (2014: EUR 461 M), This was lower
than the interest income from plan assets of EUR 206 m
(2014: EUR 237 M) calcuiated at the carresponding D8O
interest rate.

Emplover’s contributions in the 2015 financial year
totalled £ur 160 m (2014 EuR 391 m). The employer con-
trivutions for the previous year include the amount of

£uR 306 m transferred to the existing Contractual Trast
Arrangement (CTA) to fund the German detined benefit
pension plans.

payments of employer's contributions te increase plan
assets in external pensign funds in the zo1s financial year
are expected Lo amount Lo EUR 99 m. Theseinclude rur 30 m
{2015: euk 30 m) which telates to special payments in the
UK to close the grgoing shortfall in the UK pension plans
in the mediym term in accordance with local valuation
rules. The relevant funding plan runs untit March 2017, un-
less the shortfall is made up sooner, in which case itis
terminated early.

The expense for newly acquired pension entittements
in the financial year and the net interest cost for each
respective financial year are determined each year on
the basis of the prior years net obligation at the balance
sheet date.

The weighted average duration of the defined bene-
fit obligations in The Linde Group at 31 December 2015 is
16.8 years (2014: 16.4 years).

During the reporting peried, the following ems re-
lating to defined benefit abligations were recagnised in
the income statement.

F- 80 PEXNSION EXPINGE RELATING TU DEFINED BEMETIT PLANS

Germuny UK
mEURm AN 2014 TS 2014
Service cost 42 4 5 36
Current service Cost 2 24 2 36 .
Past service cost - -
Gains -)/losses ¢+) from plan curtailments - - .
Gains (=)/1osses (+) from plan settlements - -
el interest expense (+)/income ) 11 19 k] -3
Interest expense from DBO 33 42 T 156
Interestincome from pfan assets Wi -23 127 -159 ’
Other effects recognised theough profit or foss . - 3 2
Total net pension cost 51 43 o) 35

For the external financing of defined benefit obligations,
The Linde Group uses standard international models for
the transfer of pension assets (e.g. pension funds and
Contractual Trust Arrangements). Pension plans financed
via external pension funds exist principally in Australia,
Canada, Germany, Hong Kong, lreland, the Netherlands,
New Zealand, Norway, South Africa, Spain, Switzeriand,
the UK and the Us.

in seme countries, Linde is obliged to make contribu-
tions to plan assets as a result of legal requirements or
contractual agreements. In certain countries, however,
these increases in plan assets wil not lead te the recog-
nition of an asset because of the asset ceiling described
in1AS 19.64 (IFRIC 14), In 2015, there was no asset ceiling.

164
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ther Europe USA Other countries Total
2618 2014 1S 2014 218 2014 anrs 2014
i il 20 1% 17 10 10 i 107
, M 20 19 16 b 1 (L) 107
-4 - 1 -1 4 -
. 21 - - -1 - - 24 -
54 - - - >h -
; I 5 i -2_ -1 -2 21 17
. 14 23 0 19 i3 il 3 254
; ! -18 i =21 E] -6 236 -237
, - - i 1 ] 3
-34 25 15 5 10 9 14 127
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funding status of the defined benefit abligation:

E BT FUNDING STAIUS OF TRL DEFINED BENEFIT OBLIGATION

Gesmany ux
in EUR m 208 2014 i) 2014
Actuanal present value of pension abhgations A
(defined benefit obligation) 1,30 1,432 1040 3,984
of which unfunded penslon obligations o 64 ' - ,
of which funded pension obligations R3S 1,368 HER R 3,984
fair vaiue of plan assets a4 -788% By ‘ -3,838
NET OBLIGATION 584 648  00n 146 ,
Cumulative effect of asset celiing - -
AMOUNT AT 31.12. _581 644 - i3 146 —
_ of which pension provision (+) _ 534 644 wi 1713 . .
of which pension asset (=) - 71 -27

The Linde Group is exposed to various risks in relation to
defined benefit pension schemes. 1n addition to general
actvarial risks, the Group 1s exposed to currency risk and in-
vestment risk inrespect of the plan assets. <z¢ vir o i1y
ALy IS Fea el A0, r f2InT

Plan assets and the defined benefit obligation may
fluctuate aver time. To compensate for such fluctuations,
poiential fluctuations in the defined benefit obligation

E82 PORIFQLIO SIRUCTURE OF PENSION ASSETS

are taken into account in the course of the investmeni
management of the plan assets. In ideal circumstances,
plan assets and pension obligations are influenced in the
same way by external factors, which provides a natural
protection against such factors (liability-driven invest-
ment). Moregver, the broadly-based portfolio structure
of ptan assets in The Linde Group results in diversification
of capital market risk.

Germany UK
in EUR m 48 2014 £8 2014
Shares R 37 224 732 590 ,
Fixed-interest securities _ R w3l 423 2avy 2,493 ,
Property o o ) _ 38 Py 40 _ .
Insurance . B - R
Other 186 103 (L2 515
TOTAL 807 788 3,957 3,838

Plan assets comprise mainly shares and fixed-interest se-
curities. Prices quoted in an active market are not available
in the case of property and insurance,

Financial instruments issued by companies in The
Linde Group are not included in plan assets to a signifi-
cant extent. Property which is used by Group companies
is not included in plan assets.

Defined contribution plans
The total of all pension costs relating to defined contriby-
tion plans in 2015 was Eur 221 M (2014: EUR 186 m). Of this
amount, contributions to state pension schemes in 2015
totalled eur 110 m (2014; EUR 90 m).
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: 2. 2014 R 2014 ot 2014 s 2014
. 599 894 ¥97 $36 270 298 6 878 7,144
1 164 &0 73 i 39 3.0 340
i 431 730 917 463 23t 259 0513 6,804
| -3 -598 2 -553 2ok =291 BV -6,068
L 237 296 _a -17 e _? L . 238 1,076
L_ 23/ 296 35 -17 9 7 - 918 1,076
e 237 29 3 7 3 60 1.05¢ 247
. - 44 -9 i B -53 3 -~
1
. Other furope USA Other countries Total
i o8, 2014 B 2014 PE 2014 15 - 204 in %
;_ # 149 123 140 .9 04 1038 B9} 1,307 215
i e 319 364 356 iy _ 108 3351 St 3,699 61.0
- 12 _ 40 - - ni{ L 225 38; 233 338
1 LN _. 52 - - LS 16 a8 tf 68 1
a0 38 i 57 n 48 1,057 124 761 12.6
353 598 562 553 261 291 5940] 1000]| 6,068; 1000
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[24] Other provisions

At the balance sheet date, other provisians had the fol-

fowing maturity structure:

E83 OTHER PROVISIONS

curent Non-cureen( Total
inEURm eeit 2014 201, 2014 a0 2014
PROVISIONS FOR TAXES 23 21 - - ) 23 21
Obhgations from delivery transactions 151 160 2] 77 sral 237
’ Wan_e;f;v'obli.gallo;;s.énd fsks frdrn_- o T T
transactions in course of completion 117 s a5 s4f el 169
Obtigations relating to personnel = 5t 493 €3l 86 5948 579
insurance obligations o - -1 7 1
Dismantling obligations o 6 6 234 206 2a0 212
Other abligations Lo 227 29 52 344 279
OTHER PROVISIONS 1,066 991 530 492 1,59¢ 1,483
T0TAL 1,089 1,012 530 492 1,619 1,504

Provisions for taxes include only other taxes,

The provisions for warranty obtigations and risks from
transactions in course of completion consist principally
of provisions for anticipated losses on transactions, for

litigation and for guarantees and warraaty obligations.

The provisions for warranty obligations refate mainly to
the Engineering Division and are generally utilised within
three years.

The provisions for obligations relating to personnel
comprise mainly provisions for pre-retirement part-time
work, outstanding hofidays, anniversaries, and wages and
salares not yet paid. The provision for obligations refating
to pre-retirement pari-time waosk is based on individual
contractual agreements. The insurance obligations in the

2015 financial year related solely to Priesttey Dublia Rein-

surance Company Limited.

E 84 2OVEMENTS IN OTHER PROVISIUNS

The provisions for dismantling obligations are stated at
the discounted settfement amount on the date the plant
comes on stream. A correspohding item is recognised in
tangible assets and is subject to depreciation. The provi-
sion is compounded over the duration of the underlying
contsacts. Due to the wide range of residual terms of the
contracts, the residual term of the provision falls mainly
Ina range of between one and twenty years. Changes in
estimates, where these involve a change in assumptions
about future cost trends or changes in interest rates are
adjusted for in the carrying amount of the retevant plant
without affecting profit or loss.

The unwinding of interest applied to ather Jorg-term
provisions amounted to Eur 7 m {2014: EUR 8 M),

Changesin
Openitg  the scope
Batase ot of consoli-

trgamy
Bralninge e

inEYRm Afu) 20t dation'  Utilisation Reledse Addition Iransfer 41122015
PROVISIONS FOR TAXES n -14 12 8 36 - 23
Obligations from delivery o
temsactons w7 w36l 35| e7| - s
Warranty obligations and risks
from transactions in course of
completion B o3 13 .56 57 97 -5 151
Obligations telating 1o personnel 79 18 340 25 3564 9 391
insurance obligations 7 N . - - -
Dismantiing obligatians 212 n 5 ] 27| - 4}
_ Otherobligations E22S RN | S & 1 RN 11 I 4 -4 38t
OTHER PROVISIONS 1483 1 481 183 744 - .. 1596
TOTAL 1,504 17 493 189 780 - 1,619

* inctudlng currency differences.
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{25] Financial debt

Financial debt comprises interest-bearing obligations of
The Linde Group, analysed as follows:

B85 HNANCIAL LIARILINES
Current Non-cutrent Totol
Bue within Que inone Due in mare
one year to five years than five years
In EUR m KUK 2014 Ji1§ 2014 i1 2014 At 2014
Subordinated bonds o - - - [ esg 1,049 Lol 1,049
Other bonds e o 544 _ e 14e0 Nz 230 3,095 Tl 7,522
Commercial papers (CP) o 73 75 - - - Al TS
abilities (Qb ks e 441 . _74?9 432 *ﬁ_-3_9§ % . ‘,2,,5, gl 1,009
Other financial liabilities ) e i 12 .18 37 24 N 201
GROSS FINANCIAL DEBT 1,023 1,294 5,034 4,269 3,426 4,293 9,463 9,856
Less: Securities 4% 521 - - - - o 521
tess: Cash and cash equivalents 1417 1137 . - -1 - LAy 1,137
NET FINANCIAL DEBT 815 -354 5,034 4,269 3,426 4,293 1645 8,198

Of the subotdinated bonds and other bonds at 31 Decem-
ber 2015, EUr 662 m and £ur 2.397 bn respectively (2014:
EUR 650 M 3nd EUR 2.603 bn respeciively) were in a fair
value hedging refationship. if these had been no adjustment
to the carrying amount a5 3 result of falr value hedging
refationships autstanding at the year-end which had been
agreed, the subordinated bonds of eur 1.050 bn would have
been sur 12 m lower and the other bonds of eur 7364 bn
would have been tur 65 m fower, (n total, finandial debt
has increased by 2 total of eur 77 m (2014: cUR I MY as a
result of fair value hedging relationships.

Of the other bonds, eyr 681 m was in a cash flow hedg-
ing relationship at 31 December 2015 (2014: EUR 713 ),

The Linde Group concludes Credit Support Annexes (CSAs)
with banks to minimise counterparty risk. Undes these
agreements, the positive and negative fair values of deriv-
atives held by Linde AG and Linde Finance 8.v. are collater-
atised with cash on a regular basis. The amount arising from
these agreements which is disclosed in bank loans and
overdrafts within financial debt is eur 5 m (2014: EuR 80 m).

In the 2015 ang 2014 financial years, there were no
defaulis or breaches of loans payable.

The bonds are analysed as follows:

E86 FICED-INTHREST LORDNS
Wweighted average
Nominal volume in Weighied average effective
relevant currency residual moturity miesest rafe
Issuer (156 code) fURm' (in years)® (in percent)™?
Linde Finance 8.V, Amsterdam/Linde AG, Munith Eur 5,730 m 5,769 41 35
Linde finance 8.V, Amsterdam 689 750 m 1,030 3.1 .69
Linde Finance B.V., Amsterdam/Linde AG, Munich usp 700 m 639 4.7 21
unde AG, Munich Nok 2,000 m 208 1.8 2.8
Linde Finance B.V., Amsterdam AUD 100 m 67 35 43
JOTAL 7,713

* Includes adjustments refating 1e hedging transacilons.

* Subordinated bonds issued by Linde are included only until the end of the petiod when Linde may first exercise its righl 1o ¢all in the bond,

* Effective interest 1ate in the relevant cutienty
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87 VARIABLE INTEREST BONDS

Nomingl volume in weighied averoge Weighied average

relevant turrency resideef maturity _ coupon,

Issuer {150 code} EUR M fin yeors) {in peicent)

tinde Finance B.V., Amsterdam o usD 490 m 451 2.7 1.0

Linde Finance B.V,, Amstergam _ _ERSOm| 50 _ 24 o5
YOTAL 501

* Current coupon in the relevant cusrency.

Subordinated bonds

There is a right to calt the eur 700 m 2nd Gap 250 M sub-
ordinated bonds issued in July 2006 which have a final
maturity date of 14 July 206s. This fight applies as from
14 July 2015. i the right to call the foan is not exeicised
on this date, the coupon will attract interest at a variable
rate {(3-month Euribor +4.125 percent for the euro bond
and 3-month LIBOR +4.25 percent for the bond in British
pounds). The right to call the loan will then be available
every quarter on the due date for interest payment.

The coupon payment may be suspended on any due
date for interest payment. Coupon payments not made
will be made up if The Linde Group makes payments for
securities pari passu of subordinated securities or Linde AG
makes dividend paytents.

Other bonds

In October 2015, Linde Finance 8.V. made three issues with
a total volume of eur 230 m under the EuR 10 bn Debt issu-
ance Programme: a five-year fixed-interest £ur 50 m bond
with a coupon of 0.534 percent, a twelve-year fixed-in-
terest eur 8o m bond with a coupon of 1.652 percent, and
a15-year fixed-interest eur 100 m bond with a coupon of
1.9 percent. All three issues are quaranteed by Linde A6,
The proceeds of the issue were used to redeem a Eur s00 m
bond which fell due in December 201s.

Euro commercial popers

The Linde Group uses & Euro Commercial Paper Programme
far short-term financing. Under the progsamme, the issu-
ers are Linde AG and Linde Finance 8.V. with a guaraniee
from Linde AG. The volume of the programme is eur 2 bn.
At 31 December 2015, there were no commerdial papers
outstanding under this programme.

170

Bank loans and overdrafts

in july 2013, Linde agreed a new tur 2.5 bn syndicated
credit facility which is avaitable for a five-year period, with
two options to extend the facility, in each case by ane
year (subject 10 the agreement of the ienders). 33 major
German and international banks used by Linde are involved
inthe consortium offering the credit facility. In 2015, Linde
syccesstully extended the facility until 2020.

Financial covenants
No financial covenants are contained in the agreement
relating to the eur 2.5 bn syndicated credit facility.

The bank loans and overdrafts of African Oxygen tim-
ited include various financial covenants relating to key
financial figures in African Oxygen Limited, All the finan-
clal covenants relating to African Gxygen Limited were
fulfilied in the 2015 and 2014 financial years.
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[26] Liabilities from finance leases
Liabitities from finance leases are repaid over the lease
term. They have the following residual lease terms at the

batance sheet date:

E 88 HASTIFS FROM F1NARCE LEASES

in EUR m Teldels 30122014

TOTAL FUTURE MINIMUM L1EASE *7

PAYMENTS (GROSS INVESTMENT} 115 114
due within one year w3
due 1n one to five years R 4 36

_ due in more than five years 50 i 55

PRESENT VALUE GF MINIMUM

LEASE PAYMENTS 78 74
due within gne year P 23
due in one to five years 35 30
due 1n more than five years 2 2

FINANCE CHARGE INCLUDED IN YHE

MINIMUM LEASE PAYMENTS 37 40

The carrying amounts of assets held under finance leases
are disclosed principally under tangible assets, srr norr pasg
These assets comprise distribution equipment, vehicles and
other fixtures and fittings. Buildings are alse included here.
Some of the lease agreements contain extension clauses,
purchase options or price adjustment clauses customary
in the market.

171

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 202 av 272



EE- Brgnngysundregistrene Arsregnskap regnskapsaret 2015 for 976647602

LINDE FINANCIAL REPORY 2015

NOTES 1O THE
GROUP STATEMENT OF
FINANCIAL POSITION '

[27] Trade payables, other liabili-
ties, liabilities from income taxes

E 89 IRADE PAYASLFS AND GIHER LALITITLS

Cuirent Noa-¢urremnt Tolol

in EUR m 13 2014 i1 2014 o 2014
Percentage of completion (PoC) Sht 810 - - S 810
Othes B YT 2,675 s 2 2,565 2,677
ACCOUNTS PAYABLE FOR GOODS AND SERVICES 3273 3,485 3 2 3176 3,487
Payments received on account of orders 225 163 9 12 232 175

‘ Other taxes i iral 4 ] e 176
social security 4 41 1 1 [ 62
Derivalives with negative fair values oy 158 FRid 377 [ 535
Other llabikities ) et 520 347 253 ¥ 73
OTHER LIABILITEES 1,255 1,073 547 648 2,102 1,721
INCOME TAX LIABILITIES 568 525 - - 568 525
TOTAL 5.046 5,083 150 650 3,890 5,733

Percentage of completion trade payables of cur ss1m
(2014: EUr 810 M) relate to advance payments received
on construction contracts, where these exceed the state
of completion of the contract.

Incame tax payables are disclosed as current in accord-
ance with [AS 1.69 (d) as they are due with immediate effect
and generally Linde has no option to defer them., Included
in the income tax payables disclosed are amounts which
may not fall due until mare than twelve manths after the
balance sheet date.

Also included in income tax payables are payables re-
fating te prior periods arising from external tax audits in
vanous countries.

172
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[28] Share option schemes

linde Performance Share Programme 2012

It was resolved at the Annual General Meeting of Linde AG
held on 4 May 2012 to introduce a performance share pro-
gramme fof management (Long Term Incentive Plan2012-
LTIP 2012), under which up to a million options can be issuad
over 3 total period of five years. For this purpose, the issued
shave capital can be increased by up to Fur 10,240,000 by
the issue of up to 4 milfion bearer shares with a notional
par value of Eur 2,56 if certain conditions are met {2012
conditiorally authorised capital).

The aim of LFIP 2012 15 1o encourage continuing loyalty
to The Linde Group of management personnel inLinde AG
and its affitiated companies within and oytside Germany
by treating a variable remuneration component in the
form of shares which will act as a long-term incentive and
which entails an element of risk.

The options may be issued in annual tranches dur-
ing the authonsed period. Each option confers the right
to purchase one share in Linde AG at the exercise price,
whichis equivalent in each case to the lowest issue price,
currently EUR 2.56 per share. Linde AG may decide, at its
own discretion, at any time until the beginning of the ex-
eicise period that the option entittements of the option
holders may be met by providing own shares or making a
payment in ¢ash instead of issuing new shares out of the
share capital conditionally authoeised for this purpose. The
Linde Performance Share Programme 2012 is designed as
share-based payment with compensation provicded in the
form of equity instruments. Each individual tranche may be
isstied within a period of 16 weeks after the Annual General
meeting of Linde AG. The aptions may not be exerased
until a aualitying period has expired. The qualifying pe-
riod begins on the issue date which has been determined
and ends on the fourth anniversary of the issye date. 1t
options are to be exercised, this must take place during
a period of twelve months from the end of the relevant
qualifying period (the exercise period).

173

Performance targets

Ogptions may only be exercised if and to the extent that
performance targets are reached. The performance tar-
gets for each individual tranche of options are based on
movements in {i) earnings per share and (it} relative total
sharetiolder return. Within each individual tranche of op-
tions, equal weighting is given to the "earnings per share”
performance target and the “relative total shareholder
return” pecformance target. Within each of these per-
formance targets, @ minimum target must be reached if
the options are to become exercisabie, and there is also
a stretch target. 1f the stretch target for one of these per-
formance targets is reached, ali the options relating to
that performance target become exercisable.

“Earnings per share” performance target
The minimum target for the "earnings per share” perfor-
mance target is reached if the diluted earnings per share
of the company adjusted for non-recurring items for the
financial year ending before the expiry of the qualitying
period achieves a compound average growth rate {CAGR)
of 6 percent when compared with the diluted earnings per
share of the company adjusted for non-recurring items for
the financial year ending before the issue of the options.
The stretch target for the “earnings per share” perfor-
mandce target is reached if the diluted earnings per share
of the company adjusted for non-recurring items foe the
financial year ending before the expiry of the quaklifying
period achieves a CAGR of at least 11 percent when com-
pared with the diluted earnings per share of the company
adjusted for non-recurring items for the financial year end-
ing before the issue of the options. The calculation of the
“earnings per share” performance target is derived from
the diluted earnings per share of the company adjusted
for non-recurring items disclosed in the audited Group fi-
nancial statements of The Linde Group for the appropriate
financial year. If no adjustment for non-recurring items
has been made in that financial year, the relevant figure
is the diluted earnings per share disclosed in the Group
financial statements. Non-recurring items are items which,
due to their nature, frequency and/or scope, might have
an adverse impact on the extent te which the diluted
earnings per share figure provides an informative piciure
of the ability of The Linde Group to sustain its profitability
in the capital market. Adjusting diluted earnings per share
for non-recurring items is designed to increase transpar-
ency inrespect of the Groups ability to sustain profitability.
If the minimuem target is reached, 12.5 percent of 3il the
options in the relevant tranche may be exercised. If the
stretch target is reached, 50 percent of all the options in
the relevant tranche may be exercised: Le. all the options
dependent on this performance target. if the minimum tar-
getis exceeded, but the stretch targetis not reached, the
number of options that may be exercised is determined on
astraight-line basis and will lie between 12.5 percent and
so percent of all options issued on the same issue date,
depending on the extent by which the minimum target is
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exceeded and the proximity of the figure to the stretch
target. If this calculation does not result in a round figure,
the percentage should be rounded to one decimal point.

Details of the calculation of earnings per share are
givenin ware o The "earnings per share” performance
target is regarded s a non-market performance condition
as defined by IFRS 2.

“Relative total shareholder return”
performance target
The minimum target for the “relative total sharehaolder re-
turn” performance target is reached if the total sharehalder
return of the Linde AG share exceeds the median of the
values for total shareholder return in the control group
(described below) in the perind between the issue date and
the beginning af the exercise period. if the control group
contains an even number of values, the average of the
two vaiues lying in the middte is deemed to be the median.
The stretch target for the “relative total shareholder return”
perfarmance target is reached if the toial shareholder re-
turn of the Linde AG share is in the upper quastile of the
values for total shareholder return in the control group in
the period between the issue date and the beginning ot
the exercise period. The total shareholder return of the
Linde AG share comprises (i) the absolute increase of de-
crease in the price of atinde AG share when compared to
its initial value and (i) the dividend per share paid plus
the value of any statutory subscription rights attributable
to one Linde AG share (as a result of capital increases), In
each case, the caiculation relates to the period between
(and inclusive of) the issue date and the thied last stock
exchange trading day in the Xetra trading system (o7 in a
comparable successor system) of the Frankfurt Stock Ex-
change before the exercise period. The absolute increase
oi decrease in price of the Linde AG share correspands to
the difference between the average of the closing prices
{or of equivalent successor prices) of Linde shares in the
Xetra trading system (o1 in @ comparable successor system)
of the Frankfurt Stack Exchange over the period between
(and inclusive of) the s2nd stock exchange trading day
ta the third last stock exchange trading day before the
exercise period (the final value) and the initial value the
initial value of the share for the determination of the total
shareholder return is the average of the closing prices (or
of equivalent successor prices) of Linde shares on the last
60 stock exchange trading days in the Xetra trading system
(or in a comparable successor system) of the Frankfurt
Stock Exchange before the issue date of the subscription
rights. For the purposes of the LTiP 2012, the value of
one statutery subscription right is the volume-weighted
average of the ¢losing prices in that period in which the
subseription rights are traded in the Xetra trading system
{or a comparable successor system) of the Frankfurt Stock
Exchange. The control group comprises companies in the
DAX 30 at that time, with the exception of Linde itself.
Companies which are either excluded from of tncluded in
the DAX 30 during the period on which the calculation of
the totat shareholder return is based are ignored for the

174

purposes of the calculation. When determining the total
shareholder return for shares in the control group, Linde
may have recourse to data supplied by a recognised in-
dependent provider of financial data. f a company in the
control group trades different classes of share or shares
with differing profit emvlements on the stock exchange,
only the shares which form the basis for the determina-
tion of the DAX 30 value are laken into consideration.
If the minimum target is reached, 12.5 percent of all the
options in the relevant tranche may be exercised. If the
stretch target is reached, so percent of all the options in
the relevant tranche may be exercised: i.e. all the options
dependent on this performance target. If the minimum tar-
get is exceeded, but the stretch target is not reached, the
number of options that may be exerdsed is determined on
a straight-line basis and will lie between 2.5 percent and
50 percent of all options issued on the same issue date,
depending on the extent by which the minimum target is
exceeded and the proximity of the figure to the stretch
target. If this calculation daes not resuitin a round figure,
the percentage should be rounded to one decimal point.

The “relative total sharehalder return” target is regarded
as a market-based performance condition as defined by
IFRS 2 and is inciuded in the measurement of the option
price.
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In accordance with IFRS 2 Share-based Payment, the total
value of share options granted to management is deter-
mined at the issse date using an option pricing model.
The total value calculated of the share pptions at the is-
sue date is allocated as a personnel expense over the
period in which the company receives service in return
from the employee. This period is generaily the same as
the agreed qualifying period. The other side of the entry
is made directly in equity (capital reserve).

Movements during the {inancial year in share aptions
outstanding are disclosed in the table below:

E920 OPIIONS - IONG TERE INCENTIVE PLAN 2012

Lne - number

of oplions

AT 01.01.2014 733,965
granted o 302199
exerased i ) -
forfeited . ) o 32,328
expired B -
AT 31.12.2014/61.01.2015 1,003,836
of which exercisable ot 3112.2014 ) -

. granted L 312,456
exercised o -
forfeited 49,470
expired i -
AT 31.12.2015 1,276,822
of whith exercisable al 31.12.2015 -

The average remaining period in the LTIP 2012 is 23 months
(2014: 29 months). The exercise price for all the tranches
in the LTIP 2012 Is EUR 2.56.

The calculation of the expense is based on the fair
value of the options issued, using a Monte Carlo simulation
for the fair value calcutetion. The following measurement
parameters were used:

E 91 MONIE CARLO SIMULATION IMOBEL - LTIP 2012

Ist trgnche 2612 2nd lronche 2013 3rd tranche 2014 4t feaxle 2y 02 :

Date of valuation 02,07.2012 03.06.2013 02.06.2014 Lo e 1l l
Expected shase volatility ey 2254  08) 1955 45
Risk-fice interestrate me) - _____ 04 .03 0.4 -biw
Expected dividend yield (in ) o _ o 250y 250 250 259

initial value of Linde shares (m EUR} 120.60 147.85 154.55 12434 :
Exercise price (in EUR) 2.56 2,56 2.56 254
Number of participants 1,001 1,020 1,048 1,443

the volatikity figure underlying the valuation is based
on historical and implicit volatility, taking the remaining
periods of the share options into account.
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E92 OPTIONS PER EXERCISE HURDLE - LONG TERM INCENTIVE PLAN 2812

Coleulated
Option price Wweighting Foir valug Probobility  volue al 31.12,
Ist trgnche 2012 in EUR in% in EUR i % in EUR
Earmungs per share . i 106.74 50 53.37 B - -
I}E.i‘atf\ge total shareholder ceturn~ 523%p  50f  2636) %616
TOTAL 100 79.53 26.16
2nd tranche 2013
Earnings pes share 131.42 50 6571 - -
Relative total shareholder return o 6275 50} 3388 . 3388
TOTAL 1980 99,59 33.88
3rd teonche 2014
Eatpings per share ) ) . 13772 50 68.86 40 27.54
Relative total shareholder return N _149%6F 80 3748 . 37.48
TOTAL 100 106.34 65.02
21h wenche 2015
EATMRGS W L aan, 155.54 %0 Fa4? 40 3h67
Redative tolal shar hehin: 1ita 72.08 sb 36.04 36,04
TotaL 104 11374 H2.14

The probability that the “earnings per share” performance
target would be reached is taken into account when calculat-
ing options that will be exercisable in future. In the financial
year under review, the probability that the “earnings per
share” performance tasget would be reached in respact of
the first tranche (allocated in the 2012 financial year) and
the second tranche (allocated in the 2013 financial year)
was adjusted from 40 percent to o percent. This results in
animpact on-earnings of sur v m, which was recognised in
functional costs. Otherwise, there were no changes from
the previaus year in the value of options per exercise hurdle.

The volatility figure underlying the valuation is based
on the historical volatility of Linde shares. The expected
volatility is calculated on the basis of the historicel values
in the three years preceding the issue date of the aptions,

176

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 207 av 272



= Brgnngysundregistrene Arsregnskap regnskapséaret 2015 for 976647602

LINDE FINANCIAL REPORT 2015

Personal investment, matching shares

A pre-condition of participation in the LTIP 2012 for plan

participants in 8and 5 or above in Linde’s internal man-
agement structure is compulsory persanal investment in

shares of the company at the begmning of each tranche of

the scheme, tn the case of members of the Executive Board,
the aumber of shares that each individual Board member

must purchase as a personal investment is determined by

the Supervisory Board. For other Linde executives in Band

s ar above, it is the Executive Board which determines the

number of shares that must be purchased by each indi-
vidual. Far each share acquiced by a scheme participant

as a personal investment and heid by the participant in

respect of each tranche throughout the qualifying period

for the options, one matching share in Linde AG will be

granted at the end of the qualifying period at no cost to
the participant. However, Linde is permitted to pay an

amount fn cash te those entitled to options instead of
granting them matching shares. Conditions which apply
to the granting of matching shares include: a personal

investment in Linde AG shares by the scheme participant
at the appropriate time, the unrestricied holding of such
shares during the qualifying period of the corresponding

tranche and, except in the event of the termination of
the service or employment contract of the scheme par-
ticipant before the end of the qualifying period {special

cases) when different rules shall apply, the existence of
a service or employment contract with the scheme par-
ticipant at the end of the qualitying period in respect of
which no notice has been given. Plan participants in Band
4 of Linde's internal management structure may make a
voluntary personal investment in Linde AG shares and wili
be granted matching shares accordingly, subject to the
aforementioned conditions.

The fair value of the entitlement to one matching share
in the first tranche (2012 is Fur $09.26. The fair value of the
entitlement to one matching share in the second tranche
(2013) is £UR 133.95. The fair value of the entitlement to
one maiching share in the third tranche (2014} is EUR 140.01.
The fair value of the entitlement to one matching share in
the fourth tranche (2015} is EUR 157.51,

E 583 IAICHING SHARES -
107G TERMY INCINTIVE PLAN 2012

L1iP ~ Number

of matching

shares

AT 01.01.2014 66,285
granted 29,102
forfeited . . 323
alfocated. o - . -
AT 31.12.2014/01.01.2015 92,264
granted o e 33,030
forfeited o 68
allocated -
AT 31.12.2815 119,176

The effect on earnings of the recognition of the expensein
the statement of protit of foss of The Linde Group is shown
in the table below. The same amount was recagnised in
the capital reserve.

S04 PERSOMNEL EXPENSES
LONG TERM INCENTIVE PLAN 2012

in EUR m Wi 2014

ToTAL 6| 17

In the previous year, personnel expenses of EuR 1 m were
recognised for the Linde Performance Share Progiamme
LTIP 2007, which expired in 2014.
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[29] Financial instruments

! The foltowing table shows the fair values of financial in-
struments by category and includes a comparison of the
fair values of the financial instruments with their carrying
amounts.

E 95 FIRANCIAL ASSETS AT 31 12.20615

Fingnciel insiruments :
: Fair value Lorrying amount ;
*
l cash and cash '
! inEURm equivafents
investments and securities at fair value . A o 430 - .
l Investments and securities at amortised cost . o ) 21 - Sy
i Receivables from tinance feases o om - . .
Trade receivables - . o . 2,552 - \
. Receivables from percentage of completion contracts 174 . -
, Derwatives with positive fair values R 1 (- SNt S
j Other receivables andassets _ S . 1 R S »
H Cashang cash equivalents U .1 1,417
! TOTAL 5874 1,47

E 96  FINANUIAL LIABILITIES AT 51.12.2015%

! inEURmM

Finantlal Habikities
. Liabilities fram finance leases
Tiade payables {excluding PoC)
Derivatives with negative fair values
. Sundry liabilities

TOTAL

|
| 178
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Finoncigl instrumenis Balance sheet values
{orrying amount
Derivatives Finonciof
designated as instruments
laans and Held-to-maturity Freestonding hedging  Avatioble-for-sale outside scape of
receivobies financial assets derivatives instruments fingaciol assets Tota! IAS 3 fotal
\ - - - - 430 430 - 430
| [} 15 - - - 21 - il
, - - - - - _ - 269 269
. 2,552 - - - - 2,552 - 2,552
R 174 - - - - I . - 174
L - o - o _ 44 272 _- ; _ 36 _ - .. 38
. ; } (3045 - - B - - 304 339 . 643
- - - - et oo I B ¥\ 1 . 1477
. 3,036 15 44 272 430 5,214 608 5,822
i
Financiol instruments Bolance sheet vaives
Foir vaive Carrying amount
‘ Derivatives Finonciol
' 3 . . designated as instrumenis
financial tiobilities Freestanding hedging oulside scope of
o! omorlised cost derfvatives instruments Totol 1AS Tetal
. 9,987 9,483 - - 5,483 - 9,483
, 64 - - - - 78 78
K 2,567 2,565 - - 2,565 - 2,565
, 675 - 90 585 675 - 675
, (73] 572 - - 5§72 349 921
14,214 12,620 90 585 13,295 427 13,722
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E.G7 fihaNCUAL ASSELS AT 34002 20l

finoncial insliuments
Fair value Carrying omount
Cash ond cash
inEURmM equivalents
Investments and secyrities at fam value 554 -
' Investments and securities al amartised <ost 20 -
feteivables trom finance leases 344 -
Trade receivables 2,553 -
Receivables from percentage of completion contracts 511 - _
Derivatives with positive fair values ~ 409 -1 L
Other receivables and assets . . 603 -
Cash and cash eqU|valgnls ~ ~ 7 . 1137 1,137 .
10TAL 6,131 1,137

E 98 FENANOGAY LARIEL LS AT 31 10 Joeig

in EUR m

Ftnancial fiabilties

Liabilities from finance feases

Trade payables {excluding Po{)

Detivatives with negative fair values
‘ Sundry diahilities

TOTAL

180
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Fitroncial instruments Balance sheet vaives
Carrying omount

Derivatives Fingneral

designaied os instruments

Loans and Held-to-maturity Freestonding hedging  Avaifable-for-sale outside scope of
receivobles financial asseils derivatives instruments financial gssels Totol 1AS 39 Jolai
; o - - - - 554 554 - 554
é 14 - - - 20 - 20
) - - - - - - 298 298
s 2,533 - - - - 2,553 - 2,553
- _ 5 - S - - _ - 511 _ - L1 ]
Lo A 126 283 - 109 - 409
. ~ 266 -l - = - _ 266 _ 337 603
. - - - - - 1,137 - 1,137
— e _ ~ = _ _ _ - — A4 - - -
i 3,336 14 126 283 554 5,450 635 6,085

Finoncial instruménts Balfonce sheet volues
Fair value Cerrying amount

Derivotives Finoncie!

designated os instruments

Finaacial liabilties Freestonding hedging gutside scope of
ot amortised ¢ost derivatives instruments foral iA$ 39 Toral
, 10,481 9,856 - - 9,856 - 9,856
71 - - - - 74 74
2,677 2,677 - - 2,677 - 2,677
535 - 28 507 535 - 535
. 73 599 - - 599 174 773
: 14,537 13,132 28 507 13,667 248 13,915
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The fair value of financial instruments is generally de-
termined using stock exchange prices, It stock exchange
prices are not available, the fair valye is determined using
measurement methods customary in the market, based on
market parameters specific to the instrument.

The fair value of derivative financial instruments is
determined as follows. Options are valued by external
partners using the Black-Scholes option pricing model.
Futures fse# stus 1o 1 are measured with recourse to the

stock exchange price in the relevant market. Al other de-
rivative financial Instruments are measured by discounting
expected future cash flows using the net present value
methad. As far as possible, the entry parameters used in
these models are relevant observable market prices and
interest rates at the balance sheet date, abtained from
recognised external sources.

These catculations are based on the following inter-
est curves:

E99 INIEREST CURVLES

2013, 1 pratopt 37 {2 (373 AUY S5 RNR ik
I AT o rghs -0.10 a7e 0o 246 - 22 Wit 104
Lyl ong o 0 0o ne “73 tAl -G 1208 PR
Tt e A 033 P23 141 24ds SV el 178
LR [ LA et M 10d 239 203 287 1.62 1Y 1.47
201;1, in percent .

Interest for six months 0.1t 0.29 0.62 3.03 0.31 24.64 134
Intetest for one year 0.16 0.44 0.65 2.51 0.24 20.20 1.20
Interes for five years 0.36 1.76 147 2.54 0.64 13.02 139
interest for ten years 0.81 2.27 1.89 3.03 1.26 12.23 1.91

The following table shows the financialinstruments in The
Linde Group which are measured at fair value. Linde uses
the following hierarchy to determine and disclose fair values
based on the method used to ascertain their fair values:

— Level : Quoted prices (unadjusted) in active markets
for identical assets and liabilities.

Level 2: Inputs ather Lthan quoted market prices included
within Level 1 that are observable for the asset or fia-
bility, either directly or indirectly.
Level 3: inputs for the asset or liability that are not
based on observable market data.

B 700 FINANCIAL ASSETS AND LIABIITIES MEASURED AT FAIR VALUE AT 31 12 2015

in EuRm tevel 1 ievel/ 2 tevel I
Investments and securities 415 - -
Fteeslanding desivatives with positive fair values - 44 -
Desivatives designated as hedging instruments with positive fair values - 272 -
Freestanding desivatives with aggative fair values - 9¢ -
Derivatives designated as hedging instruments with negative fau values - 585 -
701 FINANCIAL ASSETS AND LIABILIITIES IAEASURER AT FAIR VALUE AT 31.12.2011

in ok m Level I level 2 tevel 3
Investments and securities - 1 1 - -
Freestanding derivatives with positive fair values - B - 126 -
Derivatives designated as hedging instruments with positive fair values - - 283 -
Freestanding derivatives with negative fair values - 21 -
Derivalives designated as hedging instruments with negative fais values - 507 -

182
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During the reporting year, there were no transfers between
Levels 1, 2 and 3 of the fair value hierarchy. The investments
and securities category also included finandial assets (avail-
able-for-sale financial assets) of Eur 15 m (2014: EYR 43 M)
far which a fair value cannot be reliably determined. there
is currently no intention ta sell these assets,

For loans and receivables which are measured at am-
ortised cost, there are generally no liquid markets. The
exceptsion to this is bonds issued by Linde AG and Linde
Fipance 8.V, which are piaced and traded in the capital
market. The fair value of these instruments is determined
using the current stock exchange price {Level 1). For current
ioans, receivables and liabilities recognised at amortised
cost, it is assumed that the fair value correspands to the
carrying amount. For alf other loans and receivables, the
fair value is determined by discounting expected future
¢ash flows. The interest rates apphied to the foans are the
same as those that would apply to new loans secured
with the risk structure, original currency and maturity.
Fair value is determined using the discounted cash flow
method, taking into account individual credit ratings and
other market circumstances In the form of credit and Hi-
quidity spreads generally applied in the market (Level 2).

tiy the 205 financial year, there were no differences
between the fair value of a financial instrument when it
was tirst recognised and the amount which would have
been recognised at that time had the valyation methods
described above bean used.

in the 2015 financial year, net financial gains and fosses
arose as follows:

B2 102 MET FINANCIAL GAINS AND [QS5ES

wEUR m hax 2014
From freestanding derivatives 140 204
From loans and recesvables L3 100
From avaitable-for-sale
financial assets -6 2
of which reperted in the
iacome statement ' 14

of which reported in cumulative
changes in equity not recognised

i the Income statement 4 -12
From financial Habilities
at amorhised cost B A -341
TOTAL 149 -35

The net financial gains and losses on financial instruments
atise from changes in fair value, the recognition and re-
versal of impairment losses, eliminations and exchange
rate fluctuations. In the financial year under review, there
was 3 considerable increase in the impairment losses for
trade receivables.

The net tinancial gains and losses correspond to the
valuation gains and tosses of the financial instruments,
but exclude interess ang dividends.

freestanding derivatives comprise ali those derivatives
which are not designated as hedging instruments. They
include those derivatives in economic hedging relation-
ships not designated as hedges in respect of which gains
and losses arising from the underlying transaction and
the hedged item are recognised at the same time in the
statement of profit of loss.

The financial result includes fees and other costs of
capital of Eur 15 m (2014: EUR 13 m} relating to financiat
instruments not at fair value through profit of loss.

Np interest income has been accrued which relates to
impaired financial instruments, especially receivables.
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impairment loss on financial assets:

E 703 tMPAIRMENT LOSS ON FINARCIAL ASSETS AT 5i.12.201%

0f which

tarrying Carrying  impairment loss

omount before Cumulative omoun! after for 2015

inEURmM impalrment  Impalrment lass impairment financlal year
investments and securities 3t fair valye a8z 12 430 12 :
investments and securities at amertised cost 2% 5 21 -
Receivables fiom finance leases ) 269 - 269 - '
Trade teceivables 2,878 326 2,552 139 H
Recelvables from percentage of completion contracts 174 - LEL] - ‘

Derivatives with positive faif values B . 3. - 316 -

Gther receivables and assets ... . _64s . 3 ELE ) -
Cash and cash equivalents 1,417 - 1,417 - .

E 104 1APAIRIAENT LOSS ON FINANCIAL ASSETS Al 37.i2.2014

Of which

Casrying Carrying  impaitment ioss

amount belore Cumulative amount ofier for 2014

n EUR m impairment  impeirment foss impoirment financial year

nvestments and securities at fair volue Lo 2 20
tnvesiments and securities at amorused cost ) 254 H 20 - i

Receivables from finance leases 298 - 298 -
Trade receivables ) ... 2,848 295 2,553 62 .

Recelvables from percentage of completion contracts s11 - 511 -
Derivatives with positive fair values . 409 - 409 - ‘
Other receivables and assets ) 606 3 603 - !
Cash and cash equivalents 1,137 - 1,137 - 1
1

Impairment losses on trade receivables can be analysed
as follows:

£ 105 1MPAIRIMENT LDSS ON TRADE RECEIVABIES

{umulative
intURm impairment loss
AT 01.01.2014 305
Currency adjustments 13
Increase in impatement dosses recorded
in the statement of profit and loss 62
Write-ofbs tharged against cumulative
impanment losses -85
AT 31.12.2014/01.01.2015 295
Currency adjustments 12
Ingrease inimpairment tosses recorded
in the statement of profit and loss 139
Write-offs tharged against cumulative
impairment losses -120
AT 31.12.2015 326
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The carrying amounts of the financial assets recegnised
take into account the highesi possible risk of default. A
summary of financial assets past due but not impaired
is presented in #21# 13y, The increase in impairments
is primarity due to the renewed increase in outstanding
receivables and payment terms with the federal heaith
insgrance programmes within the US heslthcare system.
Inthe UK, a receivable was also wiitten down due to the
insoivency of a customer,

the interest income and interest expense from finan-
cial instruments not measured at falr value through profit
or loss were as follows:

B2 T8 INFEREST INCOMESEXPENSE FROM FINANCIAL
INSTRUMENTS NOT MEASURED AT FAIR VALUE

inEiRm 25 204
mterestiacome 18 37
Interest expenses 350 354
JOTAL -31 -317

Not included here are the Interest income and interest
expense from derivatives orthe interestincame and intei-
estexpense from assets ang liabilities outside the scope
of IFRS 7.

Risk positions ond risk monagement

The tinde Group is exposed o 3 variety of linancial risks.
These include In particular counterparty risk, liquidity risk,
interestrate risk, exchange rate risk and other market price
risks. These are described below. Fos further information
about risk management in The Linde Group, please refer
1o the disclosures in the combined management report.
SEF QUPQRIGNIY AND RISK REPORY. FAGES 97 1D 107

Counterparty risk

Counterparty risk is the risk that a counterparty does not
meet his or her contractual payment obligations and that
this leads to a foss for The Linde Group.

The Linde Group deals in principle wilh counterpas-
ties who have a good credit rating, Regular reviews are
perfarmed of the creditworthiness of counterparties and
clearly defined limits have been set. Experience during
the economic crisis has shown that credit standings can
change very quickly. It is therefore possible that, despite
the Group's monitoring process, counterparties might de-
fay payments or fail to make them at all. The Linde Group
does not believe that it has any significant exposure to
default risk arising from any individual counterparty, The
concentration of the counterparty risk is (imited due to
the Group’s broad and uncorrelated cystomer base. With
the exception of Medicare, the federal health insyrance
programme within the US health system, the single fargest
debtar constitutes less than 2 percent of the total figure for
trade receivables in The Linde Group. Medicare constitutes
¢ percent of the Group’s trade receivables.

The risk positions outstanding are subject to strict limits
and are continually monitored. The carrying amounts of
finaacial assets reported in the balance sheet, taking into
account impairment losses, represent the highest possible
default risk, without including the value of any collateral.

A significant ¢ritesion for the management of counter-
party risk relating to financing and capital market trans-
actions Is the credit rating of the relevant couniterparty.
tinde limits the extent and duration of any commercial
transactions to be concluded accordingly. Regular reviews
are performed by a supervisory unit which Is independent
of the trading department to ensure compliance with all
the limits set. The Linde Group has concluded bilateral
Credit Suppost Annexes (CSAs) with the majority of the
banks with which financial instruments ate traded. On the
biasis of such agreements, the positive and negative fair
values of defivatives held by Linde AG and Linde Finance
8.V. for the purpose of interest rate and curtency man-
agement are collateralised with cash on aregular basis. In
this way, the defaylt risk arising lrom these Instruments is
minimised, These transactions are subject to the rules of
the framework agreement for financial derivative trans-
actions, whereby the rights and obligations assaciated
with the exchange of coliateral do not gualify for netting
in the balance sheet. A willingness to enter into CSAs with
tinde AG and Linde Finanee B.V. is an essential peesequisite
o being actepted as a counterparty by Linde, i this con-
nectien, The Linde Group issued eur 371 m {2014: EyR 141 M)
as coliateral for derivatives with pegative fair values and
received EUR 85 m (2014: £UR 80 m) as coltateral for deriv-
stives with positive fair values. In addition, 3 unilateral
{SA was concluded with a trading platform for commod-
ities derivatives in Sweden, and £ur 2 m was issued as
collateral for negative market values, The tinde Group
alsc has financial assets with 3 carrying amount of tur 5
(2014 6ur 4.t} which are pledged as coliaterai for liabiti-
ties of contingent liabilities. in the 2015 and 2014 financial
years, no additional significant coilateral was held by The
Linde Group apart from the (SAs described above.
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E 107 [INANCIAL ASSETSAMAGITIES SUSHCT TG GFTSETTIZNG OR i NFORCE/ BLE MASTER AGRIE

DERIVAIIVE FRANSACTIONS

ENTS FOR FUUAKRUIAL

BT, el rogrrgs DL [EX: IR
L R T N Lab feon -
- ¥ ot Bl fgoratr ot g
"y, St robor ¢ Scttlow . ' £ T
Flal .Gl ek 35dy fies alf ot she ! bedasr (0 [ R R A Copfrtdins e aot gt A
vl i
N its B °% 0l i 4
N o TR RTA 414 -2 3¢ aF
Tmgoe AN s i S 3 - 5
(- & 4 ) N 2
TOIAL 344 ] 152 352 &5 113 44
31.12.2014, in EUR m
Derivatives with positive
fair values 409 - 409 -303 106 -57 9 58
Derivatives with negative
tair values ~535 - -535 303 ~232 -23 132 -123
Irade receivables 5 3 2 - 2 - - 2
Trade payables 4 3 1 - 1 - - 1
TOTAL ~117 ] -123 - -123 -80 141 -62
* The teims governing (SAx may result in the net lair value position pas counterparty being over-secured.
Liguidity risk
Liquidity risk Is the risk that the Group will no longer be
able to meet its financial payment obligations. Contractual
undiscounted expected future cash flows from financial
liabilities are shawn in the table below:
E 108 FUTURE CASH FLOIYS FROM FINANCIAL LIABILITIES - 2015
Due withtn Due inong Due i more
in EUR m one year to five years than live years
Cash outflows from non-dertvative financial iabilities ) 4,492 6,013 3,693
Cash outflows from denvatives with negative fair values 196 1,406 1,092
of which settled gross ikl 1,306 715
reiated cash inflows as a result of gross settlement 152 1,080 587
EE 109 FUTURE CASH FLOWS FROM FINANCIAL LIABILITIES - 2014
Due withm Duein one fue in more
inEUR N ORE year to five years than hive years
Cash outflows from non-dervative financial liabilities 4,865 6,344 3,599
Cash outllows from derivatives with negatwe fair vatues 128 1,100 785
' of which settled gross m 1,036 342
related cash inflows as a result of gross settlement 108 920 304

, in the case of derivative financial instruments, only those
with negative fair values are included in the cash outflows
presented above in accordance with IFRS 7.39 (b). In the
case of derivatives settled gross, both the cash outflow
and the cash inflow on the settlement of the derivative
are included in the analysis to avoid distortions in the
presentation.

186
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interest rate risks

Interest rate risks atise from market fluctuations in interest
rates. As 3 result of its financing activities, The tinde Group
1s expased to a sk from interest rate changes. At 31 Decem-
ber 2015, The Linde Group held interesi-beariag instruments
(net, including interest rate denivatives/hedges) totalling
EUR 7.829 bn (2014: EUR 8.139 bn). Of these, eur 2.586 bn
(2014: Eur 3.112 bn}related to instruments bearing interest al
variable interest rates and eur 5.243 b (2014: EUR 5.028 bn)
to insteuments bearing interest at fixed rates. This is
equivalent to a Group-wide fixed-rate 1atio of &7 percent
(2014: 62 percent).

The Linde Group seas the eure, US dollars, Ausiratian dol-
lars and British pounds as the currencies which have a signif-
icantimpact on its financing activities. At the balance sheet
date, The Linde Group had total holdings of interest-bearing

F2 110 EFFECT OF (HAKGES ININTERIST RATES - 2015

instruments in euros of eur 4.476 bn (2014: €UR 4.879 bn)
{fixed-rate ratio: 52 percent (2014: 45 peicent)], in US dol-
lars of usb 2.075 bn (2014: uso 2.254 bn} [fixed-rate ratio:
88 percent (2014: 85 percent)], in Australian dollars of
AUD 794 M {2014: AuD 910 m) {fixed-rate ratio: 45 percent
(2014: 54 percent)] and in British pounds of gep 169 m
(2014: 6BP 75 m) [fixed-rate ratio: 100 percent (2014: 91 per-
cent)]. in addition, Linde has partiatly used forwaid payer
swaps 1o provide 3n element of hedging against exposure
to rising interest rates with reqard to fuiure bond issues.

Based on instruments bearing interest at variable rates
and financial instruments hedging interest rate risks which
The Linde Group holds or has issued, a hypotheticai change
in the interest rates applicable 1o the respective instry-
ments would have had the following effects (if exchange
rates remained constant):

Recognisedin Directly in
Lursgncy, in EUR m Change profit or loss equity
BUR R _ +100bp i -22 89
_ o -100bp 22 -95
[2:13 +160bp| 1 ]
~100 bp -1 &
usp + 1060 bp -2 68
-100 bp 2 -69
AUB +100 bp -3 8
-100 bp 3 -8
Other currencies +160 bp 1 7
~100 bp -1 -7

AT FFLECT OF CHANGES EINTFREST RATES - 2014
Recognised in Direcily i
Luirency, in EUR M Chonge profil of foss equity
EUk +100bp -25 104
-100bp 5 -112
(414 +100bp - -9
-100bp - 9
usD +100 bp -3 75
~100 bp 3 ~76
AUD +100bp -3 8
-100 bp 3 -8
Other currencies A _+100bp oo 4
~100 bp - -4
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Exchange rate risks

Due to its activities as an international group, The
Linde Group 15 exposed to exchange rate risks. Its broad
spread of activities over many different currency areas
and its local business modet result in a fow concentration
of risk for the Group.

The Linde Group monitars and manages its exchange
rate nisk, a risk which has an impact on (1s operations. The
gross exchange rate nsk encompasses all the operating
activities of the Group. This gross exchange rate risk is
reduced by around a2 percent (2014: 86 percent) through
hedging. Therefore, The Linde Group is exposed at the
balance sheet date to anet exchange rate risk from oper-
ating activities involving foreign currency corresponding to
18 percent (2014: 14 percent) of the original unsecured risk.

The risk of exchange rate movements is monitored for
internat management purposes on the basis of a value-
at-risk, which relates to positions in currencies ather than
the relevant functional currency.

The value-at-risk is caiculated on the basis of historical
data (250 working days) in accerdance with international
banking standards. The value-at-risk presents the maxi-
mum potential loss based on a probabulity of 97.5 percent
for @ holding period of twelve months. The calculation iakes
into account correlations between the transactions being
considered; the nisk of a portfolio is generally lower than
the total of the respective individual risks.

At 31 December 2015, the value-at-risk was eug 26 m
(2014: £UR 17 M),

Other market price risks

As a result of its energy purchases, The Linde Group is
exposed to risks arising from changes in commodity prices.
The Linde Group monitors and manages these commodity
price tisks arising from the purchase of electricity and
natural gas for use in production, These hedging opera-
tions are governed by strict risk management guidelines,
compliznce with which is constantly being monitored.
Commodity price risks are hedged in the main by long-
term supply contracts or tlimited by the form and structure
of sales contracts. Derivatives are also used to a much
lesser extent to hedge against the expasure to changes
in the price of electricity, nalural gas and propane gas.
The commodity price nisk from financial instruments is
therefore not material.

188

Hedge Accounting

Cash flow hedges

The Linde Group hedges cash flows at both Group and com-
pany levels, based an agreed minimum hedging rates. At
the company tevel, future transactions which are highly
probable are hedged against toreign exchange risks. A
rolling *5-month budget or the budgets for individual cus-
tomer-specific projects are ysed for this purpose.

Ingeneral, these hedges are accounted for as cash flow
hedges in accordance with EAS 39 Financial Instruments:
Recognition and Measurement. The effective portion of
the gain of loss on the hedqing instruments is recagnised
directly in equity and released to the statement of profit
or loss when the hedged cash flows are also recognised
in the statement of profit ar loss or if a hedged future
transaction is no langer expected to occur. In addition, the
risks assoclated with changes in interest rates refating to
certain financial liabtities or future financing measuses
are hedged by derivative financial instruments and ac-
counted for as cash flow hedges.

The Linde Group also hedges the exposure to commod-
ity price r1sks which arise in the normal course of business
from its procurement transactions and results in open risk
positions. To reduce the extent of the risk, The Linde Group
enters into a small number of electricity, natural gas and
propane gas derivatives, Usually, hedging relationships
of this type are also designated as cash fiow hedging re-
lationships, if this accords with the facts.

if the hedged future transactions (forecast transactions
as defined by 1AS 39) result in the recognition of a non-fi-
nanciat asset o liability, the initial carrying amounts of
these are adjusted for the amount recorded in equity. This
is usually the case for non-current assets and inventories.

The following table presents a reconcihiation of the
reserve for cash flow hedges:

B 112 RESERCSPUR CASH LD HELUES
inEURm /. 2014
OPENING BALANCE AT 01.01. 249 -14
Additions 4 -229
l:énsie;s to the statement ’
of profit or loss 1z ~16
of which refating to revenue te -4
of which refating to cost of sales - -13
of which refating to financial
income and expenses B 1
CEOSING BALANCE AT 31.12, 770 -259%
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in the 2015 financial year, income of Eur 2 m (2014: EUR 1 M)
was recognised in the financial result which related to fore-
cast transactions which did not take piate. Most of the
amount related 1o currency hedges in respect of forecast
revenue in foreign currency.

No amounts wese recagnised in 2015 01 2014 as aresult
ot ineffectiveness in cash fiow hedges.

Cash flows and the gains and losses from thase hedg-
ing instruments are expecied to be as follows:

E 113 CASHEIGWS, GAIIS AND LOSSES FROAM CASH FION HEDGES 2013

\ In one inmore then

) in EUR i Within one year ta five years five years Fofal
Cash flows fram hedging instruments 4 ~454 -199 -649
Gain/loss -4 ~-134 -132 -270

E 114 (ASH FLOWS, GAINS AN LOSSES FROM CASKH FLOW HEDGES - 2014

Inone Inmere than
i EUR m Within ene year to five years five years tatal
Cash flows from hedging instruments -33 -3 -252 =607
Gain/loss -8 -62 ~189 -259

Fair value hedges
The Linde Group uses interest rate swaps to hedge the ex-
pasute to changes in the Fair value of financial assets and
financial liabilities as a result of interest rate changes. If
the hedge is deemed to be effective, the carrying amount
of the hedged item is adjusted for changes in the fair value
attributable to the hedged risk.

The following table shows the changes in underlying
transactions and hedging instruments in fair value hedg-
ing relationships recognised in profit or loss.

E 715 fAIR VALUE HEDGES

inEyRm o 2014
From hedged transactions 3> -44
from hedging instryments -3 Ll
INEFFECTIVENESS 1 -3
189
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Hedges of a net investment
in a foreign operation
The tinde Group hedges its exposure to translation risk by
1aking out loans in foreign currency and by entering into
farward exchange contracts and cross-currency interest
rate swaps. These hedges generally qualify as hedges of
a net investment in a foreign operation {reterred to be-
low as net investment hedges) in accordance with tAS 39
Financial Instruments: Recognition and Measurement and
i hence the effective portion of the hedge is transterred
to equity. if the foreign operation is subsequently sold or
refinguished, the amount recognised in equity is released
to the statement of profit or loss.

No amounts were recognised in 2015 of 2014 85 3 resuit
! of ineffectiveness in net investment hedges.

Fair value of financial instruments designated as
hedges:

' E 116 FAIR YALUE OF TINARCIAL INSTRUBENTS
DESIGNATEI A5 HEDGES

in EURm 2018 2014
) Cash flow hedges ;
: Forward exchange transactions ihl 2 !
! lnterest rate/crass-currency '
interest rate swaps . -4 -203
; Commodities _ ________ 2l -8
I Financial liabilities o 248) 155
; Fait value hedges o
Interest rate swaps ) 0 123

} Nel investment hedges

Forward exchange transactions S60)  -110

Cross-currency interest rate swaps ~%9 ~-18

Financiai liabilities in forelgn

(U[rgn_tl_es _ 1,435 1,373

T0TAL 1,362 1,304
+

i
| .
| |
i

i t
1 i
I
! i
|
|
|
!
|
)
%
il
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[30] Group statement of cash flows

The statement of cash flows shows the source and ap-
plicaticn of funds. in accordance with 1AS 7 Cash Flow
Statements, cash flows from operating activities are dis-
tinguished from cash flows from investing and financing
activities,

The cash and cash equivalents disclosed in the state-
ment of cash flows compnise all cash and cash equivalents
disclosed in the statement of financial position: i.e. cash in
hand, bank balances and money market funds with a ma-
turity of three months of less. Cash and cash equivalents of
EUR 8 m{2014: EUR 9 M) are subject to drawing restrictions
as aresult of currency export restrictions. The cash flows
from investing and financing activities are calculated on
the basis of payments, while the cash flow from operat-
ing activities is derived indirectly from earnings before
taxes on income.

when the cash flow from operating activities is calcu-
lated, the changes in assets and liabilities are adjusted for
the effects of currency translation and changes in Group
structure. As a result, it is not possible to reconcile the
figures to the differences between the headings in the
published Group statement of financial position.

Distributions received and income taxes paid included
incash intlow from operating activities are disclosed sepa-
ratety. Cash inflows from associates and joint ventures are
disclosed in cash inflow from operating activities. Finance
income from embedded finance leases (IFRIC 4/1AS 17} has
been included in cash inflow from operating activities, due
to the fact that such income is clearly related to the oper-
ating business of The Linde Group, while capitalised boe-
rowiig ¢asts of Eur 52 m (2014: EUR 42 m) are disclosed in
cash fiow from investing activities. All other interest pay-
ments are disclosed in cash flow from financing activities,

For cash outflows relating to newly consolidated com-
panies, please refer tg the Group statement of cash flows.
SEE TAGIEY ~1121 In the Group state-
menk of financial position, EUR 4 M (2014; EUR 8 ) has been
recognised as liabilities which are not inc/uded in the cash
outflows for consolidated companies.

Allin all, no cash and cash equivalents were received
as a result of acquisitions (2014: EUR 1 m).

Investing activities compnise additions to and dispos-
als of tangible assets, financial assets, intangible assets
and consolidated companies. Additions and disposals in
fareign currency have been translated at average rates.

LA AC RARY 1,

191

[31] Segment information

IFRS & Operating Segments requires information to be
provided for each operating segment. The definition of
operating segments and the scope of the information pre-
pared for segment reporting is based, among other things,
on the information made available on a regular basis to
the full Executive Board and, as a result, on the internal
management within the arganisation. The full Executive
Board is reqularly provided with key profitability and rev-
enue figures that are relevant from a decision-making
perspective for the following areas:

~ EMEA (Eurape, Middle East and Africa)
— Asia/Pacific

— Americas

- Engineering Division

— Other Activities

In accordance with IFRS g, The Linde Group therefore
reports in five segments. The "Reconciliation” column
comprises corporate activities and consolidation adjust-
MERLS. SEE TABIE 3o, FAGES 10970 125

A brief description of the segments is given below:

Gases Division

(EMEA, Asia/Pacific and Americas):

The activities of the Gases Division comprise the production,
sale and distribution of gases for applications in industry,
medicine, environmental protection and in research and
deveiopment. in addition, this division offers technical
application know-how, specialised services and the nec
essary hardware to use the gases. The business modelin
the three segments within the Gases Division (EMEA, Asia/
Patific and Americas) Is largely identical in each segment.

Engineering Division:

The activities of the Engineering Division comprise the
design and realisation of turnkey olefin plants, plants for
the production of hydrogen and synthesis gases and the
processing of natural gas, and air separation plants. This
division also develops and manufactures plant components
and offers specialised services.

Other Activities:

Other Activities comprises Gist, a leading supplier of logis-
tics and supply chain solutions with business gperations
mainly in the UK.

Segment accounting policies

For the reportable segments, the same accounting poli-
cies apply as those setoutin wure 2, Exceptions apply to
Group financing, whichis atlocated to Corporate. Pension
obligations are allocated to the segment In which the rel-
evant employees work. The provision for existing pension
obligations arising from the BOC pension plan in respect
of the legal entities in the UK is allocated to the EMEA
segment. The service cost was charged to the EMEA and
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Corporate segments. Transactions between the reportable
segments described above are conducted under the same
conditions as for non-related third parties.

To arsive at the figure for the Gases Division as & whole
from the figures for the three reportable segments within
the Gases Divisipn, consolidation adjustments of eur 182 m
(2014: £UR 124 m) have been applied to revenue. Therefore,
itis not possible 1o airive at the figure for the Gases Divi-
sion as a whole by merely adding together the figures for
the reportable segments in the Gases Division.

Seament profit is calculated on the basis of operat-
ing profit.

Capital expeaditure per segment represents the
amounts invested during the financial year from the point
of view of the subsidlary. included in the “Reconciliation”
cotumn are not only consolidation adjustments required
from the Group’s point of view, but also adiustments as a
result of variances in Group acquisition and manufacturing
cost &s a result of supplies made by the Engineering Divi-
sioft 1o the Gases Division.

The seconciliation of segment revenue 1o Group revenue
and segment operating profit te Group earhings before
taxes on incame are shown below:

E 117 RECONCILIATIONS OF SEGMENT REVENGE
AND OF THE SEGHMENT RESIHT

i EURm 2815 2014
Revenue

Total revenue from the segments 183691 17,655
Consolidation -425 -608
GROUP REVENUE 17,944 17,047
Operating prefit

Operating profit from segments 4418 4197
Operating profit from cotporate

activities -283 ~246
Restuctaringcosts

{non-recurring item) 224 66
Amortisaon and depreciation 1596} 1,969
Financialjmcome 21 .50
Financlal expenses o 4a38) 415
Consolidation £ . -H
PROFIT BEFORE TAX 1646 1,520
192

[32] Employees

The average number of employees (including part-time
employees pro-rata) can be analysed as follows:

Ef18 FMPLOYEES BY SEGMENT

B 2034

Gases Division B 52,9601 52,361
CEMEA 21,447 21,869
Asia/Pacific B 11,824 12,205
Americas B L 19.623 18,487
Engineering Divisiog 7,780 7192
Other Activfths i . 4904 4,769
GROUP 65,050 64,322

10 2015, the average number of employees in the com-
panies included in the Groop financial statemenis on a
line-by-line basis was te4 (2014: 164)
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[33) Recommendation for the ES 721 INCUST STATERENT OF UINDE Au

approval of the annual financial ~ weuem 2014

b REVENUE 2,09/ 1,888

statements and appropﬂatlon e B

A K Cost of sales 1,302 1,134

of profit of Linde AG GROSS PROFIT ON REVENUE o 754

marketing and sefling expenses 34, 297

The ynappropriated profit of Linde Akliengesellschafi  Research and development casts P29 128

at 31 December 2015 was £UR 640,451,344.95 {2014,  Oeneral administration expenses e 358

EUR 584,759,923.65). Other upetating income . yo 297

The arnual financial statements of Linde AG preparedin  Other operating expenses A 3
accordance with the German Commercial Code (HGB) and  Investmentincome N 9c1| 680 \

the German Stock Corporation Act (Ak1G) are published  Other interest and simular income el

and filed in the German Federal Gazette {Bundesanzeiger). of which {tom alfiliated
' companies EUR 216 mitlion

. {2014: EUR 214 m}
E 118 HAIANCE SHEFT OF 1INGE AG  ASSETS L . -
amortisation of financiat assets and

i1 EUR m stas oar6 3nanzsie  Securlties held as current assets kR 1
intangible assets 156 11|  Interest and similar charges W% 402
Tang:ble asset n 21 of which to affiliated companies
;7 9 elaﬁse . —- > 38 EUR 217 million (7014: EUR 232 M)

iranci 15,429 17, .

ihancial gssets -- - o PROFIT ON ORDINARY ACTIVITIES 614 583
NON-CURRENT ASSETS 18,038 18,093 T 4

- et | INCGME taX expense -2 =70
nvent 330 4 S T - T o
nventortes - — 2,345 PROFIT FOR THE YEAR 6569 653

less advance payments N I

received from cusiomers -ie -2,345| Transfer to revenue reserves o
Receivabies and ather assets Tenh 1,668 UNAPPROPRIATED PROFIY 610 585
Securities 410 500
tiguid as 59 75 .

Guid assets "ol 3 The Executive Board recommends that, when the an-
CURRE:i ASSETS 114} LT ool financial statements of Linde AG are approved at
:ﬁépgtlsfeer)f(gg[;;?rges 14 23 the meeting of the Supervisory Board on 9 March 201s,
TOTAL ASSETS 20,826 20,663 the Supervisory Boaid proposes that the appropriation of

profit of eur 540,451,344.95 (2014: EUR 584,759,923.65) be
vated on at the Annual General Meeting on 3 May 2016:
E 120 BAULAMCE SHEET OF LINDE AG

EQUITY AND LIABILITIES — payment of 3 dividend of EUR 3.45 (2074: EUR 3.15)
in EUR m o2 s 3122014 per no-par value share entitled to dividend. The to-
Capstal subscribed 7 47% 12! dividend payout for 185,638,071 (2014: 185,638,071)
Conditisnally authotised caphal no-par value shares entitled to dividend amounts to
of EUR 57 m {2014: EUR 62 m) EUR 640,451,344.95 (2014: EUR 584,759,923.65).
Capital reserve 6,963 6,564
Revenue teserves 2,147 2,138 The 95,109 treasury shares held by the Company without
} Unappropriated profit hal sgs| any dividend entitlement at the time of the proposal are not
‘ EQUITY 9,845 9,762| includedin the calculation of the amount 10 be distributed.
Provisicns for pensions T
and simifar obligations 274 184
Qther provisions e 172
PROVISIONS 170 956
LIABILITIES s 9,945
TOTAL ASSETS 20,826 20,663
1 193
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[34] Related party transactions

! In additicn to the subsidiaries included in the Group
financial statements, Linde AG is related, directly or
indirectly, while cairying out its normat business ac-
tivities 10 nan-consolidated subsidiaries, joint ventures
and assaciates. The business relationships with these
companies are generally conducted under the same con-
ditions as for non-refated third parties. Related companies
which are controlled by The Linde Group or aver which
The Linde Group may exercise significant influence are
disclosed in the list of shareholdings, arranged by division.

The fulllist of Group shareholdings /7 weer 1) has
been filed in the electronic German Federal Gazette. The
information about the remuneration of the £xecutive Board
and the Supervisory Board s set out in wure /.y,

The volume of transactions of The Linde Group with
these related pacties is set out below.

Services provided by the Group to related parties:

E 122 REVENUE WIlH RELAILD PARTIES

2513 2014
SRR Assotrins gere Non-con-  Assogiales bther
L B Lo gt [ o solidated or joint related
i inEURm SURSR 08 W ATYI0y paiti, tatef  subsidiaries ventures porties fotal
Sales of goods ) 1t 1 - 12 - 12
Revenue based on Po( . : 7 ? - 19 - 19
Other revenue - - 1 - 1

Services provided by related parties to the Group:

E 123 PURCHASED GOONS ARD SFRVICES FROA RELATED PARTIES

2015 2014
T [Tt Lt Hon-con-  Associates Other
[SESUEEN Sroine 1o tee solidoted or joint seigted
nEUR M S b FrelrEe vontoes Dt tafat  subsidiaries venlures parties fetal
Goods and services purchased
from telated parties 1 110 | 114 5 120 - 125

Related persons are mainly the members of the Executive
Board and Supervisory Board. In 2015, there were no sig-
nificant transactions between The Linde Group and mem-
bers of the Executive Board and Supervisory Board of their
family members which are outside the bounds of existing
employment, service or appointment agreements or re-
muneration conteacts.

194
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Some members of Linde’s Executive Board and Supervisory
Board hold similar positions in other companies. Linde
has nofmal business relationships with victually all these
companies. Yhe sale and purchase of goods and services
to and from these companies take place under the usyal
market conditions.

At the balance sheet date, receivables from and liabil-
ities to related parties were as foliows:

E 124 RECEIVABLES FROM AND LIABILINES 10 wiiATEG FARTIES
31.12.2014
" Orhe Nonm-con-  Associgles Other
i L sahidoied or joiri refated
inEURm B - ool Subsidiaites ventures parties jotal
Receivables from related parties H 1 34 3 14 - 17
Llabilities to related parties i LF - RE 1 36 - 37

There were no charge-free guarantee agreements in place
for associates or joint ventures on the balance sheet date
(2014; EUR 4 m}, nor any open purchase orders relating to
joint ventures (2014: EUR 36 m).

[35] Additional information
about the Supervisory Board
and Executive Board

Disclosed below are the totat emoluments of the Executive
Board and the Supervisory Board as required by § 3153
) in conjunction with §314 (1) No. s of the German Com-
mercial Code (HGB). The information required by 1AS 2417
regarding the total emoluments of the Execulive Board is
also reported in this Note.

Supervisory Boord

The total emoluments of the Supervisory Board shown
in the table below are based on the cost incuired in the
financial year in accordance with 1AS 2417,

E 123 EMCUMIKTIS OF THE SUOTRYISURY LOARD
(INCL VAT

0 EUR 2004 2014

Fixed emoluments 2 L) 2,891,700

Attendance fees winvys 94,010

TOTAL EMOLUMENTS 2,989,280 1,985,710

Al 31 December 2015, there were no advances or fgans to
members of the Supervisory Board. This was also the case
al 31 December 2014,

195

Executive Board

The total emoluments of the Executive Board in accordance
with the provisions of the German Commercial Code {HGB)
and German Agcounting Standard DRS 17 were as follows:

E 126 LMOLGAENTS UF THL EXECUTIVE BOARD
1N ACCORDANCE ¥t THE GERVAN
COMBERCIAL CODE (l-!Gﬂ)
inFUR i 2014
fixed emoluments/Benefits
in kind/0ther beneflis 4704, 4,263,230
Variable cash emoluments
short-tesm 4 A2 4,622,705
Vartable cash emoluments
long-term AT Ay 3,081,804
TOTAL CASH EMOLUMENTS 11572043 11,967,739
Long ferm incentive Plan
(valye on the grant date) 3, 3,124,583
TOTAL EMOLUMENTS M.‘h}&lj 15,092,622
Service cost for
pensicn sbligation LU0.80% 1,022,807
TOTAL EMOLUMENTS (HGB) 16.543, 44" 16,115,429

20.11.2020 kl 01:44 Brgnngysundregistrene

Side 226 av 272



= Brgnngysundregistrene Arsregnskap regnskapséaret 2015 for 976647602

1EMDE FENANCIAL REPORT 2015

OTHER INFORMATION

=127 SHARES GRANTED FROM SHARE-BASED PAYMENTS

2015 2014
Yoo Value per unlt
wher when granled
eathy units in EUR
Options (LFiP 2012) o o o 40,251 CYAN 384504 6502
Matching shares (LTIP 2012} 1,275 15201 4,463 140.01

Inthe reporting year as well as the in the year before, there
weie no advances or foans to members of the £xecutive
Board.

Total remuneration paid to former members of the
Executive Board and their surviving dependants amounted
to EUR 2,214,936 (2014 EUR 3,290,586). A provision of
EUR 58,771,380 (2014: £UR 58,273,773} has been made in
The Linde Group for current pensions and future pension
benefits in respect of former members of the Executive
Board and their surviving dependants. Within Linde AG,
the correspanding provision was eur 56,381,450 (2014:
EUR 44,793,684).

The emoluments of the Executive Board in accordance
with 1AS 24.17, based on the cost incurred in the financial
year, were as follows:

E 128 £MOLUMENTS OF THE FXECUTIVE BOARD IN
ACCORDANCE WilH 1ERS

in EUR 2§ 2014
short-term cash emoluments £.663,205 8,885,935
Long-term cash emoluments 712440 3,081,804
YOTAL CASH EMOLUMENTS 11,576,045 11,967,739
Change in value

of virtyat shares 45,644 285,411
Cost Long Term tncentive Plan [RPFA Y] 4,869,835
Service cost for

pension obligation LIWSAIL 1,228,535
JOTAL EMOLUMENTS (IFRS) 14,871,241 18,351,520

tn the course of 201s no post-employment benefits arose
(2014: Eur 582 thousand).

The remuneration report presents the basic features and
structure of the remuneration of the Executive Board. 1tis
presented on e+, > ree -« of the 2015 Financial Report
as part of the combined management report.

[36] Declaration of Compliance
with the German Corporate
Governance Code and Declaration
on Corporate Governance in
accordance with §289 a of the
German Commercial Code (HGB)

The Executive Board and Supervisory Board of Linde AG
approved the prescribed declaration pursuant to §161 0f
the German Stock Corporation Act (AK1G) on the recom-
mendations of the German Corporate Governance Code and
made it accessible to the shareholders on a permanent ba-
sis. The Dectaration of Compliance has been published on
the Internet at wisly (INDF 1OV uF (LA CATIOROFTOMPIIANSF,

The Declaration an Corporate Governance can be found
on the INternet ot witw INVE CuB/LoIPURATECOVERNANCE,

A detailed commentary on corporate governance at
Linde is set out in the Corporate Governance section of
the Financial Report.

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 227 av 272



LINDE FINANCIAL REPORT 2015

[37] Other board membership

[Disclosures regarding other Board memberships are as
at 31 December 2015 ar the date on which the member
joined the Supervisory Board}]

Supervisory Board

Members of the Supervisory 8oard of Linde Aktien-
qgeseilschaft are members of the following other German
statutory supervisory boards and comparable German and
foreign boards:

DR MANFRED SCHNEIDER
Chairman of the Supervisory Boatd of Linde AG,
Farmer Chaieman of the Supervisory Board of Bayer AG

— [XT{RNLAL OFFICLS
RWE AG {Chairman of the Supervisory Board}

HANS-DIETER KATTE

Deputy Chaitman of the Supervisory Board of Linde AG,
Chairman of the Putlach Wosks Coundil,

Engineering Division, Linde AG

MICHAEL DIEKMANN

second Deputy Chairman of the Supervisery Board of
Linde AG,

Farmer Chairman of the Board of Management of Allianz 5t

— LXTERNAL OFFICES
BASF SE {Deputy Chairman of the Supervisory Board)
Fresenius Management SE
fresenius SE& (o, KGaA
{Deputy Chairman of the Supervisory Board)
Siemens AG

FxTIRNAI GFFICES:
Aftianz Australia Ltd. (Non-Executive Director)

PROFESSOR DR ANN-KRISTIN ACHLEITNER
Professor at the Technical
University Munich [TUM]

= CXT{RRAL OIFICLS.
METRO AG
Monchener Ruckversicherungs-Gesellsehaft
Aktiengesellschaft, Munich

— EXTERNAL QFFICES.
ENGIE SA (formerly GOF SUEZ SA)
{member of the Consell d'Administiation)

DR CLEMENS BORSIG

Chairman of the Board of Management of
Deutsche Bank Foundation,

Former Chaifman of the Supervisory Board of
Deutsche Bank AG

= EXTERIAL QFFICFS:
Bayer AG
Daimler AG

— EXTERMAL GFFICES
Emerson Electric Company
(Member of the Board of Directors)
Istituto per le Opere di Religione ({0R}
{Member of the Board of Superintendence)

ANKE COUTURIER
Head of Global Pensions, Linde AG

FRANZ FEHRENBACH
Chairman of the Supervisory Board of Robert Bosch GmbH,
Managing Partner of Robert Bosch Industiietrevhand KG

= EXTERNAL OFFILES:
BASF St
Robert Bosch GmbH (Chairman of the Supervisery Board)
STIHL AG (Deputy Chaitman of the Supervisory Board)

— EXTIRNAL OHPICLS
STIHL Holding AG & Co. KG
{Members of the Advisory Boaed)

GERNQT HAHL
Chairman of the Worms Works Counci,
Gases Division, Linde AG

OR MARTIN KIMMICH
second Authorised Representatve, 1G Metall Munich

— EXTERRAL OFFICES.
MIU Aero Engines AG
Noksa Solutions and Networks Management GmbH

DR YICTORIA OSSADNIK

Member of the Board 0f Management of

Mictosoft Beutschiand GmbH

{Member of the Supervisory Board since 7 January 2018}

= AHEMRLASHIF OF OTILR GERMAN
STARGIORY SUPLRVISURY BUARDS

s STAWSIRSEIP OF CONPARAGIT
GERIAAN ANU FOREINS BRAR
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XAVER SCHMIOT
Trade Union Secretary of iG Bergbau, Chemie,
Energie Hanover

— EXTERNAY OFMICES
Beruksgenossenschaftliches Universitatsklinikum
Bergmannsheil GmbH
{Alternate Chairman of the Supervisory Board)

FRANK SONNTAG
Chairman of the Dresden Works Coundil,
Engineering Division, Linde AG

Members who left the Supervisory 8oard on
31 December 2015:

KLAUS-PETER MULLER
Chairman of the Supervisory Baard of Commerzbank AG

= [XTERNAL OTOICLS,
Commerzbank AG (Chawman of the Supervisory Board)
Fresenius Management SE
Fresenius SE& Co. KGaA

LATERNAL DIEICES.
Parker Hannifin Corporation
{Member of the Board of Directors)

Executive Board

1nv addition to their individual management tunctions in
affiliated companies and in companies in which an invest-
ment is held, members of the Executive Board of linde
Aktiengesellschaft are members of the following German
siatutory supervisory boards and comparable German and
toreign boards:

DR WOLFGANG 80CHELE
Chief Executive Officer

=1 EXTLRNAL OFTILLS
Merck KGaA (Chairman of the Supervisory Board)

. EXTERNAL OFFHCES.
E. Merck KG
{member of the Boatd of Partners)
Kemiza Ovi, Finland
{Member of the Boaid of Directors)

THOMAS BLADES
Member of the Executive Board

DR CHRISTIAN BRUCH
Member of the Executive Board

GEORG DENOKE
Member of the Executive Board

— EXTIRHAL OFFICES
SGL Carbon SE

BERND EULITZ
Member of the Executive Board

\ GROEP 01FIULS.
African Oxygen Limited
{Chaisman of the Boasd of Directors)

SANJIV LAMBA
Member of the Executive Board

— GROUP UFFCEY
EINDE INDIA LIMITED
(Chairman of the Board of Directors)

1 MEMBERSHIZ OF (THIR GERIAAN
STATUTORY SUPLRVISORY BUALUS

 MERBLRSIUP GF (0 PARACH
GERAIAN A0 r GREINN POARDY
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{38] Contingent liabilities and
other financial commitments

E 129 C(ONTINGENT LIABHITIFS

in EUR m V. ds 3122004
Guarantegs 4 3
Warianties 2 15
Other cantingent labilities 4 64
TOTAL 66 82

Warranties and guarantee agreements
Contingent liabilities arise in Linde primarily from war-
ranties and guarantee agreements. In exceptional cases,
Linde enters into guarantee agreements with banks 1o
secure loans in non-consolidated subsidiaries.

Other contingencies

The Engineering Division reqularly enters into contracts
with consortium partners to build turnkey industeial plants,
under which the consortium pastners assume joint and
severalligbifity to the customer for the total volume of the
contract. Theee are clear internal rules here as to how the
liabHity should be split between the partners. At present,
there are plant construction orders with one of our con-
sortium partners totalling eur 1.137 bn {2014: EUR 1106 bn).
Linde currently anticipates that there will be no joint and
several fiability claim and has therefore not disclosed any
contingent liability in respect of these contracts.

other financial commitments

Other financial commitments include lease commitments
refating to operating leases and commitments relating to
ordess. Commitments relating to orders are in respect of
open oiders for which a contractual payment obligation
has already been agreed.

E 130 OTHLE HINANTIAL (OMALTAENTS

0 EUR m 210 IS 3102.2014
Obligations under non-canceliable

operating leases sa41 564
Capital expenditure commitments

(tangible fixed assets) 3L 383
Capital expendityre commitment

(intangidle assetsy i S 8
TOTAL RBR 955

Total minimum lease payments under non-cancellable
operating leases are analysed by due date as follows:

€131 PROCUREMENT LEASES

in EUR m SR 31122014

Total minimum lease payments

(gross investment) o i
duewithinone year 13 L4
dueinonetofiveyears S92 284
due in more than tive years i __135

TOTAL 344 564

The minimum lease payments relate to leased buildings,
technical equipment, fixtures, furniture and equipment
(procurement leases). They are in respect of 3 large num-
ber of individual contracts, In the 20ts financial year, costs
arising from operating leases of EUR 265 m (2014: EUR 246 m)
were recognised.

Litigation
The Linde Group or one of its Group companies are invelved
in current or foreseeable legal or arbitration proceedings
in the normal course of business.

in 2010, the Brazilian competition authority CADE im-
posed fines on a number of gases companies, including
Linde’s Brazilian subsidiary, on the grounds of anticom-
petitive business conduct in the years 1998 10 2004. The
amount relating to The Linde Group is around BRL 188 m.
8ased on the exchange rate ruling at the balance sheet
date, this is equivalent to around Eur 44 m. Seen from to-
day's perspeclive, Linde assumes that this ¢ecision will
not stand up to judicial review and deems the possibility
of an outflow of resources to be extremely unlikely. As 3
result, no provision has been set up as a lkablity and the
matter is not reflected in the contingent liabilities either.

Linde is also party to various current or foreseeable
legal or arbitration proceedings in respect of which the
probability of a claim is unlikely or the impact an the
economic situation of The Linde Group will be immaterial.
Appropriate provisions for potential financial liabilities
have been made in the relevant Group company for alt
other praceedings in which Linde is involved.
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i OTHER INFARMATION
i
]
!
! N .
i {39] Auditors’ fees and services
KPMG, the auditors of the Group financial statements,
! piovided the following services to companies in
i The Linde Group:
{
| E 132 AUDIORS® FEES AND SERVICES
; 15 2014
e senf Thereof
; in fUR m frogp [Ty Group KPMG AG'
§ agdit (including expenses) o ie £ 10 3 :
? other attestationsevices 2 (1 I | B |
Tewconsubancy 1 S R i
. otherservices 1 S B ‘
: TOTAL 14 4 13 4 '
| 1 KPNG AG Wirtschaftsprofungsgeselisehatt, !
i In the table above, audit comprises the fees for the audit of
! ihe consclidated financial statements of The Linde Group
and of the siatutory annual finandcial statements of Linde AG
and the subsidiaries included in the consolidated finan- i
cial statements, )
Other attestation services comprise mainly reviews of
; the quarterly reports, the issue of 3 comfort fetter, due
i diligence reviews, confirmation of compliance with spe-
cific cantractual agreements and other review procedures.
; Tax consulancy costs relate mainly to the preparation
of tax returns, transfer pricing analyses and tax advice re-
i tating to current o1 proposed business transactions.
H
‘
; ;
i i
{ ;
j E
I i
!
H
1
H
i
!
1
1
1
i
{
i
i‘ i
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[40] Reconciliation of key
financial figures

The key financial figures relating to The Linde Group are

presented below after adiusting for non-1ecuriing items.
Non-recurring items are items which, due to their nature,
frequency and/or extent, are likely to have an advesse im-
pact on how accurately the key financial figures reflect the
sustainability of the earning capacity of The Linde Group

in the capitat market.

E 133 AEY HINANCIAL FICURES AQIUSTHE FUR ZON-RECURRING IHERS
3112208 31.12.2014
Key tingnciaf
figures
Non- belpre
ivr IECUHMQ nen-recurnng
in EUR m AL As reported nems items
Revenue . 12,944 17,047 - 17,047
Cost of sales 11 5/% ~11,297 223 =-11,074
GROSS PROFIT ON REVENUE 6,369 ’ 5,750 223 5973
Research and developrent costs, matketing, o
selling and administration expenses B ~4.507 (5% 4558 -4070F 68  -4,002
Other operating mcome and expanses Tnd re 183 4 187
éﬁalé;l 5(6f[rofluo§r;)}n assdcratre's‘ - B h o
and joint ventuses {atequity) _ i 12 2 R 22
EBIT ) 2,044 192 . J._,ZQS 1,885 295 2,180
Financiak result 357 =397 -365 - -365
Income tax expense 3% "3 4t -358 -25 -383
PROFIT FOR THE YEAR 1,252 13% 1,391 1,162 270 1,432
attributable 1o Linde AG sharehoiders IRE R 133 e 1,102 N 1,323
atiributable to non-controlling interests w'.%‘ 4 "3 60 49 109
EBIT 2,043 192 2,235 1,885 295 2,180
Amortisation of intangible assets/
depreciation of tangitsle assets 1,804 S AN -1,969 229 -1,740
OPERATING PROFIT 1,939 1 - 192 ERER 3,854 66 3,920
el . St
tquity including non-controlling interests 15447 i3y S asb 14,267 270 14,537
Plus: Financial debt 2483 - CRER 9,856 - 5,856
Plus: Liabilities from finance leases e HY FL| - 4
Less: Receivables from finance leases 20y v) 298 - 298
Less: Cash, cash equivalents and securities 1238 1,838 1,658 - 1,658
Plus: Net penston obligations 950 190 1,094 - 1,094
CAPITAL EMPLOYED 23,853 139 _23;9"2 23,335 270 23,605
EARNINGS PER SHARE s £uR = UNDHUTED 819 0.72 6.91 5.94 1.19 713
EARNINGS PER SHARE in £ug ~ DILUTED 618 0.71 6.89 5.91 119 7.10
RETURN OM CAPITAE EMPLOYED (ROCE) in % 8.7‘j 9.4 8.3 9.5

201
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[41] List of shareholdings of The The results of companies acquired in 2015 are included as
Linde GI'OUD and Linde AG at of the date of acquisition. The information about the equity

) and the net income or net toss of the companies is as at
31 December 2015 in accordance 31 December 201s and complies with International Financial
with the DI'OViSiOﬂS of §313 (2) Reparting Standards, unless specifically disctosed below.
No. 4 of the German Commercial

Code (HGB)

E 134 CQUPANIES 1N UDED IR THE GROUP FINANCIAL STATEIAERTS (N ACCORNANCE VATH ITRS 10,

Partici-

Coomr pating Theree/ Profitfioss
Registered office iy interest tinde AG Equity  forthe year  Note
in percent in pareent in EUR m in EUR m
gases Division . .
EMEA _ —
AFROX - Africa Oxigénio, Limitada Luanda | AGO 100 19 6.4
LINDE GAS MIDDLE EAST LLC ] Abu Dhabi| ARE 497 49 97!  -a9| f
LINDE HEALTHCARE MIDDLE EAST LEC Abu Dhabi | ARE 49 49 ~-5.1 -3.8 f
LINDE HELMWIM M E FZCO Jebel A} ARE 100 . 4.6 0.8
Linde Electronics GmbH Stadl-Paura | AUT 100 1031 1.0
Linde Gas GmbH Stadl-Paura| AUT 100 2543 23.2
8ad Wimsbach-
PROVISIS Gase &Service GmbH Neydharting| AUT 160 .9 0.4
Chemogas N.V. Grimbergen| BEL 160 8.9 2.4
' Linde Gas Belglum v Grimbergen| BEL 1eo ) 09  -03
: tinde Homecare Belgium SPRL__ _ sayn) Bet|  te0] w00 44| os
! Linde Gas Bulgana E0OD Starz Sagora| BGR 100 8.3 -0.5
: tndeGasBHdoo. _ Zenica] BM ss| s R 1
“tinde Gaz Bel* FLLC Telmy| BLR 100 99 0.8 -
AFROX GAS & ENGINEERING SUPPLIES
(BOTSWANA) (PTY) LIMITED Gabeorane | BWA 100 - -
BOTSWANA OXYGEN COMPANY
{PTY) LIMITED Gaborona | BWA 100 23 3.7
BOTSWANA STEEL ENGINEERING
(PTYY LIMITED Gaborone | BWA 100 - -
HANDIGAS {BDISWANA) (PTY) LMITED  Gaborone| BWAl o0 | _ ~f -
HEAT GAS (PTY) LIMITED Gaborone | BWA 100 - -
KIDDO (NVESTMENTS (PIY} LIMITED Gaborone | BWA 100 0.2 1
PanGas AG Dagmersellen | CHE 100 87.8 23.6
RDC GASES & WELDING (DRL) UMHED Lubumbashu | 0D 100 1.5 -0.7
LINDE HAD}IKYREAKOS GAS LIMITED Nicosia| CYP $1 1 9.1 0.9
Linde Gas a.s. B Prague| CIE 100 196.8 57.9
Linde Sokolovskd s.1.0. . _ _Prague; czEk| 100 _ 198 _ 63}
Gas & More GmbH Pullach{ DEY 100 0.1 - a
Hydromotive GmbHECo. kG _leunaj OEV| 100  wo0] 29 04y
Hydromolive Verwaltungs-GmbH teuna| DEU 100 100 0.1 -
Linde Electrortcs GmbH & C0.KG B pullach| OEu 100 100 25.3 0.2
Linde Electronics Verwaltungs GmbH Pullach| DEU 100 100 9.2 3.6
Linde Gas Produk-
‘ tionsgesellschaft mbH & C0.KG Pullach| DEU | 100 100 341.6 0.1
|
i
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Parlici-

Cour pating Thereol Profit/loss
Registered office _by interest tinde AG Fquily  for the yeat Note
in pereent in percent in EUR m inEUR m
I
Linde Gas Therapeutics GmbH _ ObesschleiBhem| DEY; 1007 48.1 - 3
Linde Gas verwaltungs GmbH pullach | DEU 100 100 - -
Linde Hydragen {encepts GmbH pyllach | OEU 100 - -
Blankenfelde-
Linde Remeo Deutschland GmbH mahlow | DEY 100 4.3 - a
tinde Schweifitechnik GmbH Pullach| DEU 108 1.2 - E]
unde Welding GmbH pullach{ DEU 100 0.3 - 2
ATA GenbH Medizin: Techruscher
Anlagenbau Mainhaysen| DEY 100 0.1 - F]
Tega-Technische Gase und Gasetechnik
Gesellschaft mit beschrankter Haftung ~ Wurzburgi DEU 100 [ 2.8 - a
Untesbichler Gase GmbH Munich | DEU 100 0.9 - a
AGA A/SS Copenhagen| DNK 100 135 3.3
G1/LINDE ALGERIE SPA Algiers| 0ZA 100 40 10.0 i3
Linde Gas Algerie S p.A Algiers| DZA 66 66 86.4 10.7
Abellé Linde, S A Barcelonal ESP 100 100 130.7 -2.9
LENDE ELECTRONICS,S L. Baicelona | ESP 100 -3.8 -0.2
tinde Médica,5 L. Baicelona| ESP 100 122.2 2.7
LINDE MEDTCINAI:,S t. Barcelonal ESP 0o 262.8 23
LINDE SPAIN SA Rarcelona| ESP 100 100 0.1 -
AS Eeshi AGA Tallinn|  EST 100 29.1 4.0
Kinlelstd Oy Karakaasy _ tspoo| FIN| 100 21 - ¢
Kiinteisto Oy Karaportti - R - Espoo| FIN| 100 . : 34 - C
Oy AGA AD . Espoo| FIN 100 R 715 81.0 o«
Teollisuuskaasut Sucrmt Oy ) _Espoo| FIN 100 ; 2.4 - [4
TK-Teolhisuuskaasut Gy Espoo| FIN 100 ~0.4 -0.1 4
LINDE ELECTRONICS SAS Saint-Priest| FRA 100 2.7 0.1
Linde France S.A. Satnt-Pniest| FRA 100 1351 10.2
LINDE HOMECARE FRANCE SAS Saint-Priest] £RA 100 32.8 0.8
REMEQ FRANCE 5A5 Saint-Priest| FRA 100 - -
ALEWELD INDUSTRIAL AND WELDING
SUPPLIES LIMITED Nottingham | GBR 1060 -03 -G.1 (]
BOC HEALTHCARE LIMITED Guildferd | GBR 160 0.7 01
BOC HELEX Guildferd| GBR 100 5,329.3 1591
EXPRESS INDUSTRIAL & WELDING
SUPPLIES LIMITED Nottingham | GBR 100 1.5 01 ¢ d
FLUQROGAS LIMITED Guildford | GBR 150 0.1 -
FUTURE INDUSTRIAL AND WELDING
SUPPLIES LID. Nottingham | GBR 100 1.6 0.5 ¢ d
GAFENEY INDUSTRIAL & WELDING
SUPPLIES LID Nothngham | GBR 80 2.0 0.3 ¢ d
GAS & GEAR LIMITED Nottingham | GBR 100 - - <
GAS INSTRUMENT SERVICES LIMITED Nottingham | GBR 100 - - ¢ d
GWYNEDD INDUSTRIAL AND WELDING
SUPPLIES LIMHED Mottingham | GBR 100 -0.6 - ¢, d
INOUSTRIAL & WELDUNG SUPPLIES
(NORTH WEST) LIMITED Nottingham ; GBR 100 -2.1 0.1 ¢ d
INDUSTRIAL AND WELDING
MANAGEMENT LIMITED Nottingham | GBR 100 0.1 - ¢
INDUSTRIAL SUPPLIES & SERVICES LIMITED Nottingham | 68R 100 12.4 23 ¢ d
WS (INDUSTRIAL & WELDING SUPPLIES)
LIMITED Guildford | GBR 100 - - . d
LEEN GATE INDUSTRIAL & WELDING
SUPPLIES {SCOTLAND) LIMITED Nottingham | GBR 100 1.0 04| . d
LEENGATE HIRE & SERVICES LIMITED Nottingham | GBR 100 - - ¢ d
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! Coun- P;é::;lg- Thereo! Profit/loss
P Registered office iy interest tinde AG Equity forthe yeor  Note
' in percent in pereent in EUR i in EUR m
LEENGATE INDUSTRIAL 6 WELDING
; SUPPLIES {LINCOLN) LIWITED Nottingham | GBR IALL] R . | D -l ¢4
* LEENGATE INDUSIRIALEWELDING '
‘ SUPPLIES (NORTH EAST) LIMITED Nottingham | GBR 100 1.2 61 od
LEENGA.IEVIFDUéTﬂALEWEilSING—_m T Ty T T T T T
SUPPLIES (NOTTINGHAM) LIMITED Nottingham] GBR 100 b .04t o -0d] ¢ d
{isNéAiEINE‘)ﬂSI'RIAtS‘WﬂDIﬁE’ I T )
SUPPLIES LIMITED ~ ____ Nottingham| GBRI f00f |} o0& 01} ¢cd
LEENGATE WELDING LIMITED X Nottingham | GBR 100 . - - ¢ d
!.IEDE GAS HOLDINGS LIMITED Guildtord| GBR 100 100 - 2.6 cd
, LINDE HELIUM HOLDINGS LIMITED Guildtord| GBR 100 - 1.8] ¢d .
’ PENNINE INDUSIRIALEWELDING A I A N
SUPPLIES LIMITED B Lo _ﬁqni:}gha_m_ Gerf  teo) oy - ¢ d
! REMEQ HEALTHCARE LIMITED - Guildford | GBR 100 -03| <02 |
ROCK INDUSTRIALE WELDING T !
. SUPPLIES LIMITED . kotingham| GBR| 88 S 28] 04 cd
; RYVAL GAS LIMITED ) Nottingham | GBR 100 - -1 od
i W&G SUPPLIES LIMITED _____ _Nottingham [ GBR 100 0.2 -l «¢d
; WELDER EQUIPMENT SERVICES LIMITED Nottingham | GBR 99 0.6 6.2l ¢d ;
' WESSEX INDUSTRIALGWELOING | o I R
SUPPUIES LIMITED _ Nottingham | GBR 100 -0.4 -l ed
tinde Heltas Monoprosopl E.R.E. ~Mandra| GRC 100 100 37.3 -0.8
LINDE PLIN d.0.0. ~ Katlovac| HRY 100 100 4.2 0.4 '
tinde Gaz Magyatorszag it. Repeelak [ HUN|  1w00f | 126y 298
! B0 (TRADING) LIMITED . . Dubla| IRL 100 - - ¢
; BOC GASES IRELAND HOLDINGS LIMITED Bublin IRL 100 - 20.0
f BOC Gases Ireland Limited o ___ Dublinj e w0 3 49] od
i COOPER CRYOSERVICE LIMHED oublin{ wuf _toof b wrl -
' 15AGA ehf. Reykjavlk | 151 100 13.4 3.3
; tinde Gas italia S.1.1, Arlyng | 1TA 100 142.9 0.9
' LINDE MEDICALE Sri . _ Ardunof mAp o w0f | 269 35
T00 Linde Garz Kazakhstan ) Almaty | KAZ 100 100 4.7 ER |
' 80C Kenya Limited Nairobl | KEw 65 o132 17
AFROX (LESOFHO) (P1Y} LID _ . Maserw| Ls0| 100 L 0.3
LESOTHO OXYGEN COMPANY (PTY) LWITED  masery| Lso| w0 | ~f - ;
|
. AGA UAB . _ vilaiusi LU 100 » 5.6 0.3 :
: AGA SIA ®igal Lva 100 . nz2 16 i
! LINDE GAS BITOLA DOQEL Skapje - skopje] MKD 100 ) . o5 - ;
' Aftox mogambique, Limitada Magute] Moz| 100 f -l e2f :
i BOC GASES MOIAMBIQUELIMITED  Mapulo] MOZ 100 N - E
Linde Gases Mogambique, Limitada Maputo| MOL 300 D - :
E AFROX INTERNATIONALUMITED — Portlouis| MUs| 100 | = -
! atrox Malawi Limited Blantyre | Mwl 79 ) ) 2.2 1.1
' 1GL (PTY) LIMITED  wwindhoek | NAM 100 2.6 2.9
i ¥GL PROPERTIES (PTY} LIMITED . windnoek| NAM ool 02 04
: NAMOX Namibia (PTY) UMITED windhoek | NAM| 100 b 04 -
f REPTILE INVESTMENT NINE (PTY) LIMITED windhoek | NAM 100 . - 01
| REPTILE INVESTMENT TEN (PTY) ltiMilEi) _Wmdhoek NAM 100 A ] -
. BOC Gases Ngeria Plc_ 7 - tagos| NGA 6 9.4 -
B.Y. Nederlandse Pipleidingmaarschappii ___Rotterdam | NDF 100) | B3f =17
, Linde Electronics B.V. Schiedam [ NLD | 100 7.0 2.3
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Loun- ?;xgg Therec! Profitfloss
Regisiered office _y wtesest iinde AG Equity  for the year Nole
in percent in percent in EUR m in EUR m
Linde Gas Benelux B.V. Schiedam “N_IF 100 1241 699
s Linde Gas Uryoservices BV, tindhoven| NLD 100 1.3 1.1
Linde Gas Therapeutics Benelux 8.V, Eindhoven] NLD 100 . 35.0 3.9
Linde Hometare Benelux B.V. Nulandi NLD _owop 5.3 _-bo
Naamloze Vennootsc-hap h
Linde Gas Benelux _ Schiedam| NLD 190 _ 2750 _Sa1]
OCAP (02 B.V. Schiedam| NLD 100 2.8 8.7
AGA AS Oslo| NCR 160 41.8 239
Eurogaz-Gdyma sp.1o.0. Gdymia| POL R A7 03
LEINDE GAZ POLSKA Spotka z 0 0 Krakow | POL 100 100 1295 13.1
LINDE GLOBAL SERVICES PORTUGAL,
UNIPESSOAL LDA Maia| PRT 100 ) 0.5 0.4
LINDE PORTUGAL, LDA iishoni PRY 100 92.0 1.6
LINDE SAUDE, LDA Maia} PRT 100 307 10
LINDE GAZ ROMANIASRL. ~ Timisoara| ROY 108 ~wens|l  n9
0AQ "Linde Gas Rus” Balashikha| RUS 100 100 372 -2.5
0AQ “Linde Uraltechgaz® Yekatesinburg| RUS 74 ) 74 7.6 11
Linde jubail Industrial Gases Faclory LLC Al-khobar | SAU 108 84 374 293
Saudi Industrial Gas Company . Alkhobar| sau| s1p . 704 1
' LINDE GAS SRBiJA Industrije gas-
! ova a.4. Bedej Betej{ SRB 87 87 6.6 oS
AFIES 94 5.1.0. Bratislava] SVK 100 21 0.5
unde Gas k.5. Bratislava] SVK 100 . 25.9 5.0
UNDE PLIN d.0.0. ) _ _Cefie} SUN 100 100 96| 1Ay
AB Held tidingo} SWE 100 - -
AGA Faslighet 65tebaig AB Lidingd | SWE 100 - -
AGA Gas Aktiebolag Lidingd | SWE 100 - -
; AGA Industrial Gas Engineering
' Aktiebolag Lidingo| SWE 100 -t -
AGA International Investment Aktiebolag Lidingo | SWE 00[ R P T
AGA Medical Aktiebolag Lidings | SWE 100 - -
Agatromic A8 Lidingo{ SWE 100 0.1 -
CRYO Aktiebolag ~ Gothenburg | SWE owep -l -
Flaskgascentialen i Malma Akliebolag Svedala| SWE 100 - -
tinde Healthcare AB Lidingo | SWE 100 173 2.8
NORLIC AB Lidings | SWE 30 16.0 29
Svenska Aktiebolaget 6asaccumulator tidingo | SWE 00 (2 ] S
Svets Gas Aktiebolag Lidingo | SWE 100 - -
HANDIGAS SWAZILAND (PTY) LIMITED Mbabane | Swz 100 - -
SWALZI OXYGEN {PTY) LIMITED Mbabane | sw2 100 1.3 15
tinde 6as Tunisie S.A. Ben Aroust TUN L 5.9 -2 }
Linde Gaz Anonim Sirket Istanbul | TUR 100 160 55.7 -3.9
BOC ranzama Lireited Dat es Salaam | TZA 100] 0.6 -0
80CUganda Limited ) Kampala| UGA Jwop 0.9 A
i PS¢ “Linde Gaz Ukiaina” Daipropetiowsk | UKR 160 96 -2.5 -0.8
1 African Oxygen Limited johannesbuig| LAF 56 208.5 250
' AFROX (PROPRIETARY) LIMITED johannesburg| 1AF 100 - -
AFROX AFRICAN IRVESTMENTS
(PTY) LIMTED . Johannesburg | ZAF 100 -2.1 0.4
! AFROX EQUCATIONAL SERVICES ‘ )
(PROPRIETARY) £TD johannesburg| ZAF R L) - -
AFROX PROPERTIES {PTY) LIMITED Johannesburg IAF] 100 1.9 0.3
205
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Loun- ':’;:;;; Thereof Profit/ioss
' Registered oflice by interest tinde AG Equity  far the yeor Note
in percent 1n percent in EUR m in EUR m
AFROX SAFETY (PTY) LIMITED Johannesburg| ZAF 100 0.2 11
AMALGAMATED GAS AND WELDING .
' (PTY) LIMITED Johannesburg| ZAF 100 - -
, AMALGAMATED WELDING AND CUTTING
. (PROPRIEFARY) LEMITED johannesburg| ZAF 100 0.1 - .
AMALGAMATED WELDING AND CUTTING .
HOLDINGS (PROPRIETARY) LIMITED Johannesburg| ZAF 100 - -
i AWCE (PROPRIETARY) LIMITED Johannesburg] IAF 100 - -
! HUMAN PERFORMANCE SYSTEMS
{PTY) LIMITED Johannesburg] IAF 100 - -
INDUSTRIAL RESEARCH AND |
. OEVELOPMENT (PTY)LIMITED Johannesbwrg| ZAF[ 100 =0 -
' 15AS 1RUST Johannesburg | ZAF 100 33 12
NASIONALE SWEISWARE (PIY)_ 1211} johannesbuig | 2AF 100 b -
NICOWELD (PTY) IMITED _ Sandton]| ZAF| 100 ) R
PPE-1S120 (PTY) LIMITED Johannesburg | ZAF 100 - -
SAFETY GAS (PROPRIETARY) LIMITED Johannesburg ! ZAF 100 - -
AFROX ZAMBIA LIMITED Ndola| zMB| 70 48 21
BOC Zimbabwe (Private) Limited Harare | ZWE 100 255 2.9
Asia/Pacific .
AUSCOM HOLOINGS PTY LIMITED Noith Ryde | AUS 100 86.0 - 4
BOC CUSTOMER ENGINEERING PTY LTD NosthRyde| Aus| w90y g4l -
BOC GASES FINANCE LIMITED North Ryde | AUS 100 306 60.9
BOC GROUP P1Y LIMITED North Ryde | AUS 100 -36 -
BOC Limnted North Ryde | AUS 100 2933} 47
BOGGY CREEK PTYLIMITED NorthRyde| Aus| 100 | 44t 05|
ELGAS AUTOGAS PTY LIMITED NorthRyde | Aus| 100 ) 44y - ¢
1 ELGAS LIMITED northRyde | AUS 100 2727 51.9
: ELGAS RETICULATION PTY LIMITED north Ryde | AUS 100 4.3 0.6
' FLEXEHIRE PTY. LTD. North Ryde | AUS 100 17.7 0.3
PACIFIC ENGINEERING SUPPLIES ’
PIY LIMITED North Ryde | AUS 100 -1.4 -
SOUTH PACIFIC WELDING GROUP o
PIY LIMITED North Ryde | AUS 100 20.0 7.0
TIAMONT PTY LIMITED .. __.  _MNorthRyde| Aus _ .l 4% 08
UNIGAS JOINT VENTURE PARTNERSHIP Mulgrave ] AUS 100 21 11
UNIGAS TRANSPORT FUELS PTY L0 Notth Ryde | AUS 100 6.7 - ¢
Linde Bangladesh Limited Dhaka| BGD 60 35 A
Anhui Julan Industrial Gases Co., Ltd. tu'ant CHNP —  100] : et -05
ASIA UNION (SHANGHAI) ELECTRONIC
CHEMICAL COMPANY LIMITED ) Shanghai| CHNY 100 ) - . -
AUECC Shanghal Shanghai| CHN 100 2.7 -
AUECC Shanghai Co Ltd. Shanghat| CHN 100 16.5 -0.7
80C (Chuna) Holdings Co, Ltd, Shanghai| CHNY 100 173.8 9.1
BOC Gases (Nanjing) Company Limitad Nanjiag| CHN 100 724 ¢.2
BOC Gases (Suzhot) Co. ttd. Suzhou| CHN| 100 548 32
BOC Gases (T1anjin) Compaty Limited Tianpn] CHN| 100 1.7 -41
BOCLH tndustrial Gases (Chengdu) Co., Ltd Chengdu{ CHN 100 16.6 0.4
BOCLH Industrial Gases (Gatian) (o, Lid Balian | CHM 100 13.7 -0.4
BOCLH Industrial Gases (Shanghai) Co L1d. shanghai| CHN{ 100 oo Bay o -08
BOCLH Industrial Gases {Soagjiang) (o., Ld. Shanghai| CHN| 100 0.8 4.5
I
i
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(oun- Tn;:gg Thereof Profit/ioss
Registered oifice _w interest Linde AG Equity lor the yegr Nole
in percent in percent in EUR m in EUR m
BOCLH Industrial Gases
{Suzhou) Co., Ltd. o Suzhou| CHN| 00 343 -3
BOCLH Industrial Gases
{Waigaoqiao) Co., Lid o Shanghat| CHN _ oo _o7 o
BOCLH tndustrial Gases {Xiamen) Co., Lid. Xiamen| CHN 100 8.4 -11
BOC11SCO GASES €0, Ltd Tayivan| CHN S0 146.6 242 ki
Dalian Xizhoag Island Linde Industreai
Gases Co., 118, Daltan] CHN 70 0.1 -
Guangkong Industnal Gases
Company Limited Guangzhoy| CHN 50 40.8 -4.7 f1
Guangzhou 615k Gases (o, Lid. Guangzhou | CHN 50 318 0.2 i
Guangzhou Pearl River industrial
Gases Compaay timited Guangzhou | CHN 50 7.5 -11 fi
jranyang Linde Medical Gases
Company Limited R fanyang | CHN 100 1.4 0.1
Linde (Quanzhou) Carbon Digwide Co.Ltd.  Quanzhou| CHN| 100 16 =02 R
Linde Carbonic (Wuhu) Company Ltd. wuhu| CHN| &0 39 -0.5 i
Linde Carbonic Company Lid., Shanghai Shanghai} CHN &0 46 114 -0.9 i
tinde Dahua {Dalian) Gases Co., Ltd Dalian} CHN S0 337 1.6 fi
Linde Electronics & Specialty éases
{Suzhou) Co Lid. Suzhoui CHN 100 100 5.2 -2.0
Linde Gas Ningbo Lid Ningbo | CHN 100 14 05
Linde Gas Shenzhen Ltd. Shenzheni CHN 100 _ 6.8 -
tinde Gas Southeast (Xiamen) 1td xiamen| CHN 100 35 -
Linde Gas Xiamen Lid. Xiamen| CHN __ oo _ 100 3 -6.4 .
Linde Gas Zhenhai Ltd Ningbo} CHN 100 4.2 2.0
tinde Gases {Changzhou) ‘ | )
Company Limited Changrhou! CHN| 100 o BAEE ] X
Linde Gases (Chengdu) Ce, Ltd Chengdu| CHN 100 1.9 0.8
Linde Gases {Fushun) Co., tid. Fushyn| CHN 100 1.8 -1.7
Linde Gases {Hefed) Co, ttd. Hefei| CHN| 100 _— 90 =12
Linde Gases (Huizhoy) Co., ktd. Huizhou | CHN 100 0.6 -
Linde Gases (Jilin) Co,, Ltd. Jifin| CHN 100 212 -0.4
Linde Gases {Langfang} Co., Ld. Langfang| CHN 100 123 -1.3
Linde Gases (Meishan} (0., itd. - Melshan | CHN __0 . 1.9 -9
Linde Gases (Nanjing) Company Limited Nanjing| CHN 100 -3.0 -2.4
Linde Gases (Shanghai) Co., Ltd. Shanghai| CHN 100 184 1.8
Linde Gases (Suzhou) Company Limited Suzhoy | CHN 100 161 0.3
tinde Gases {Xuzhou) Company Limited Xuzhoui CHN 100 241 0.1
Linde Gases (Yantal) Co., Ld. Yantat] CHN 90 47.3 -4.4
tinde Gases {Zhangzhou) Co., Ltd. Zhangzhou| CHN 100 16.4 18
Linde Gases Daxie Company Limited Ningbo{ CHN 100 123 0.5 7
Linde GISE Gas {Shenzhen) Co, Lid Shenzhen| CHN 50 1.6 13 fi
Linde Huachang (Zhangjiagang}
Gas Co. Ltd. Zhangjiagang| (HN i 4.9 -0.3 i
tinde Lienhwa Gases (8eiling) Co., Ltd. Beijing| CHN 100 15.5 -0.2
tinde Lienhwa Gases (Wuhan) (g, Ltd Wuhan| CHN 100 2.5 -1.¢
Linde Naniiﬁﬁemlcal lndx;sma| ?arkm - 7 . ’ T o
Gases (o, Ltd. Nanjing| CHN 100 8.4 -1.7
Linde Qiangsheng Gases {Nanjing)
Co., td. Nanjing| CHN 100 0.5 -1.2
Linde-Huay: (Chongging) Gases Co., Ltd Changqing| CHN &0 -33.6 -0.3
;\/-Ia'énshan BOC-Ma Steel Gases T City of - - T B
company Limited Maanshan | CHN| 50 98.3 22.6 Li
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Partrci-

Lo patmg Thereol Prefil/loss
Registered ofhce LA inferest Linde AG Equity  lor the yeor Note
in percent in percent in fUR m in EUR m
Shanghas BOC Huayang Carbon
Dioxide Ca., Ltd. shanghai| CHN 80 0.1 -0
shanghai BOC industt 1t Gases o T I )
Company Limtted .. . Shanghail CHN}  100p 35 “6.2
Shanghai Hualin Industrial Gases €o. Ltd. Shanghai} CHN 50 99.5 21.6 L
Shanghai Linhug Gas
Transpoitation Co., 11d. shanghas | CHN 160 0.8 -0.1
Shenzhen Feiying industrisl Gases
Company Limited Shenzhen| CHN 90 14 03
Shenzhen South China Industrial h
Gases Co.Ltd. Shenzhen{ ¢HN 50 5% 15 £
THENJIANG XINHUA INDUSTRIAL o
GASES (0., LTD Zhenjiang| CHN 100 0.2 -03
BOC (FY} LIMITED Lami Suva 311 20 3.2 14
HKO DEVELOPMENT COMPANY LIMITED Kowloon] HKG 100 - -
LEEN HWA INDUSTRIAL ) o
GASES (HK) LIMITED  WancChai| HKG _ot0e) _- I
Linde Gas (H.K.) Limited HongKong} HKG 100 100 4331 6.1
Linde G{SE Gases (Hong Kong) ' ’ N
€ompaay Limited Hong Kang | HKG 50 - - Li ‘
Linde HXO timited Hong keng} HKG 100 103.0 19.2
' NEW SINO GASES COMPANY LIMITED  TarPo| HKG|  100| _ 2 I X
‘\ P.1. Gresik Gases Indonesia jakaita | IDN 93 121 -2.9
P.1. Gresik Power Indonesia Jakarta] DN 92 6.1 -33
P.I. Tawnsville Welding Supphes ) Jakarta] 1ON 1001 - @1
P LINDE INDONESIA fakartaj 1DN 100 16.5 -9.3
, BELLARY GXYGEN COMPANY
PRIVATE LIMITED Bellary| IND 50 14.8 1.8 (]
LINDE INDIA LIMITED . ] _ Caleuma| aNpf 7S 1. ea 15
Linde Korea (o., Ltd. Pohang| KOR 100 307.4 30.8
) Gyeongsang-
PS Chem Co., Lid. nam-do| KOR} 100 27l 10
PSG Co., Lid. Busan| KOR 51 299 5.9 i
Sam Kwang Gas fech o, Ld. secul | KOR 100 4.6 13
Ceylon Oxygen Ltd. Colombo| LKA 100 100 20.1 -0.2
DAYAMOX SON BHD ~_ petalingjaya} Mys|  1w00| - _
tinde EOX Sdn. Bhd. Petaling Jaya | myYs 180 224 1.3
Linde Gas Products Malaysia Sdn.Bhd. Petaling Jaya | Mys 100 100 22.5 5.8
LINDE INDUSTRIAL GASES
{MALAYSIA} SON. BRD. Petaling Jaya | MYS 80 80 79 -
LINDE MALAYSIA HOEDINGS BERHAD _ Petalinglaya| Mys| 100 ] 84S (671
LINDE MALAYSIA SDN.BHD Petaling jaya| MYS 100 140.3 364
LINDE ROC SDN.BHD. Petaling jaya| MYS 100 0.4 0.7
LINDE WELDING PRODUCTS SDH. BHD. Petaling Jaya MYS 100 0.6 -0.2
BOC LIMITED Auckland | NZL 100 491 5.3
BOC NEW ZEALANQHOLD[NGAS_LIMITED Aycki&nd NZL L 3 35.9_ B 126
ELGAS LIMITED Auckland| NZL 100 207 24
SOUTH PACIFIC WELDING GROUP
{NZ) LIMITED Auckland] NIL 00| 0.1 -0.1
Linde Pakistan Limited Karatschi] PAK 60 15.1 1.2
BATAAN INDUSTRIAL GASES INC Pasig Cty| PHL 100 0.8 01
BOC (PHILS.) HOLDINGS, INC. Pasig City | PHL 100 20,4 -0.6
CHATSWODD INC Makat: City Pt | 62 - - Qe
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partici-

Cour- pating Thereof Profitfloss
Regisiered office &y interest Linde AG Equity forthe year  Note
in percent inpercent in EUR i in EUR m
CIGCCORPORATION  Pamg@ity| PHL 100 L2 B ¥
CRYO INDUSTRIAL GASES, INC Pasig City | PHL 100 B 6.5 -
GRANDPLAINS PROPERTIES, INC Pasig City | PHL 40 25 0.2 f i
LINDE PHILIPPINES (SQUTH), INC. Mandaue City ;  PHL 190 241 42
LINDE PHILIPPINES, INC Pasig City | PHL 100 29.2 0.1
ROYAL SOUTHMEADOWS, INC tandaue Gty | PHL 40 0.2 - f,i
80C Papua New Guinea Limited tae| PNG 74 28.6 2.5
Linde Gas Asia Pte. Ltd R _Singapere| sePf 00| 9.8 -2.5 _
Linde Gas Singapore Ple. Ltd. _Stngapore | SGP 100 100 91.3 n7 _
LINDE TREASURY ASIA PACIFIC PTE.LTD. Singapore | SGP 100 0.4 0.1
BOC GASES SOLOMON ISLANDS LIMETED Honiara| SEB 100 36 0.6
KTPV {THAILAND) LIMITED Chachgengsao | THA 100 130 -
Linde {Thaitand) Public
Company Limited Samut Prakan| THA 100 220.7 17.2
Linde Air Chemicals Limited Samut Prakan| THA 99 445 8.0
p_inde Hy(CO Limited - Samut Plai_<an That 100 - 23.8 1.4
MIG Production Company Limited Samut Prakan{ THA 54 70.7 12.5
RAYONG ACETYLENE LIMITED samutPrakan| THAG 87 2.8 oo
SKTY {Thailand) Limited Chachoengsao{ THA 100 45.2 0.1
T.1.G. TRADING LiMITED Samut Prakan] THA 100 4.8 0.1
BOC {(FONGA) LIMITED Nuku'alofa| TON 100 01 -
ASIA UNION ELECIRONIC CHEMICAL
CORPORATION Taiper] TWN 100 43.6 3.3
CONFEDERATE TECHNOLOGY
COMPANY LIMITED Wuchr lown| TWN 89 9.9 i3 <
FAR EASTERN INDUSTRIAL GASES
COMPANY UMITED Kaphsiang | TWN 55 9.6 1.2 <
LIEN CHIA INDUSTRIAE GASES
COMPANY LIMITED Chiayi City | TWN 100 - - <
LIEN CHUAN INDUSTRIAL GASES
COMPANY LIMITED Zhongl | TWN 100 0.1 0.1 <
LIEN FUNG PRECISION TECHNDLOGY
DEVELOPMENT CO., LTD faichung Hsien | TWN 100 3.8 0.4 <
LIEN HWA COMMONWEALTH
CORPORATION Taiper | TWN 108 2.3 1.2 4
LIEN HWA LOX CRYOGENIC EQUIPMENT
CORPORATION . . Teipei| TWN 89 31 0.3 <
LIEN JIAN EPG COMPANY LIMITED Su'ao| TWN 60 0.3 - <
LIEN SHENG INDUSTRIAL GASES
COMPANY LIMITED . Hsinchu{ TWN 1c0 0.4 .4 [
LIEN TONG GASES (OMPANY LIMITED Kaohsiung{ TWN} 55 ~ 02 - ¢
LIEN YANG INBUSTRIAL GASES
COMPANY LIMITED . . Yilan| TWN _ 100 _ 07 0.4 4
LIEN Yi LPG COMPANY LIMITED Tapyuan City | TWN 60 2.0 L1 C
LIENHWA UNITED LPG
COMPANY LIMITED Taipei| TWN 36 8.9 0.5 C
LINDE LIENHWA INDUSTRIAL
GASES €0.LTD. Taipei| TWN 50 282.3 589| b
UNITED INDUSERIAL GASES
COMPANY LIMITED Hsinchu | TWN 55 139.0 386 4
YUAN RONG INDUSTRIAL GASES
LOMPANY LIMIZED Tarpei | TWN 60 12.6 1.5 <
AUECC {BV1) HOLDINGS LIMITED Tortola| VGB o 0.8 - 4
B0C LIENHWA {B8V1) HOLDING o , Ltd. Jortola| vGB 100 122.6 -

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 240 av 272



Brgnngysundregistrene Arsregnskap regnskapséret 2015 for 976647602

LINDE FINANCIAL REPORY 2015

. QFHER INFORMATION

E 134 (QUPANIES IRCLUDID I8 THE CROUP FINARCIAL STATEMERTS (IR ACCORGANCE WIHH RS 10)

Coun- P,féfff:} Thereol Profitfless
Registered office vy interes! Linde AG Equity  lor the yeor Note
- in percent in percent fr EUR m 0 EUR m
KEY PROOF INVESTMENTSVLIMHED . lortola -@ 100 1.6 -
PURE QUALITY IECHNOLOGY LIMITED Tortola | V68 o owof - - ¢
SHINE SKY INFERNATIONAL
COMPANY LIMITED Tortola| VGB 100 0.8 - 4
SKY WALKER GROUP LIMITED fortola| VGB 100 0.1 - 4
Linde Gas vietnam Limited Ba Ria{ VNM 100 _loo 3.2 0.8
tinde Vietnam Limited Company BaRia| YNM 100 0.7 ~8.3
80¢ $amoa Limued Apia| WSM 96 1.6 0.3
Americas . —
BOC GASES ARUBA N.V. santaCruz] ABW|  100] 34 0.2
Giupo Linde Gas Argentina 5.A. Buenos Aires| ARG 100 70 99 6.9
Linde Salud S.A. Buenos Aes| ARG 100 90 13 -0.2
The Hydrogen Company
of Paraguana Ltd. Hamilton | BMU 100 7 369 18.3
Linde Gases Lida. Barueri| BRA 100 1385 -29.1
LINDE-BOC GASES LIMITADA ) SacPaulo| BRA[ w00} | __ 8& 19 )
' 2961-8303 Québec Inc. Montréal| CANY 100 - - c
Cen-Alta Wetding Supplies tid, Calgary { CAN 100 - - ¢
Oxygene Sorel-Tracy Inc. Sorei-Tracy | CAN 100 - - 4
Soudutes tndustrielles du Richeheu
Métsopolitain inc Sorel-fracy | CANj 100 - - [4
BOC de Chile 5.A o Prowidencia| CHL{ 100 . T o7
Linde Gas Chile §.A. Santiage [ CHL 100 i22.4 9.0
Spectra Gases (Shanghai) Trading Co., LID. Shaaghai| CHN 100 A 33
Linde Colombia S.A. _ . __ Bogotd| cou{ 100 756 oezf
REMEQ Medical Services S.A.S. Bogotd | COL oo} 0.1 -
Linde Gas Curacao N.V, Willemstad | CUwW 100 3t 05
LINDE GAS DOMINICANA,S.R.L. Santo Dominga | DOM 100 5.4 1.7
! AguayGasde Sillynchi .. _Quite] ECU| w0 R 2|
' Unde EcuadorS.A Quite| ECU 100 748 42
Spectra Gases Limited Guildford | GBR 100 ) 1.2 -
BOC GASES DE MEXICO,5A. DECY. Mexico Ciy | MEX 1wo| - -
Compatifa de Nitrdgens de Cantarell,
SA.de V. Santa Fe | MEX 100 140.2 15.6
' Camp'ania de Operaciones de Nitrogeno, .
SA deCv Santafe| MEX 100 40 33 [4
SERVICIOS DE CANTARELL, S.A. DE C.V. SantaFe | MEX 100 - - 4
SERVICIOS DE OPERACIONES DE a T T T
NIROGEND, S.A. DEC.V. _ Samafe| MEX| 00| 14 -0t c
Linde Gas Peru 5.A. Callao} PER 100 12.3 -0.4
Linde Gas Puerto Rico, Inc. Catano{ PRI 100 01 -1.3
' AGASA. o . Montevideo{ URY| 00| 26| s
East Coast Oxygen Company Bethiehem| USA 50 ) 8.7 -2.8 ki
Holox ing, Norcross | USA 100 - -
LAG Methanol LLC Wimington| USA 100 - -
Lincate (Consolidated financial
statements) including: 832.5 240.6
1536502 Omario in¢. _ ___ Hamilon{ usal w0} o o} h
ACRQ PHARMACEUI[(AE SERVICES e Hafrisburg| USA B 100 . h
ALPHA RESPIRATORY INC, Witmington 'US_A 100 h
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Coun- Tt:::fng Thereof Prafitf/loss
Registered office Uy iniesest Linde AG Equity  {or the year Nole
in percent in percent In EUR m inEUR m
CARING RESPONDERS LLC Wilmingten um 100 _ h
COMMUNITY PHARMACY SERVICES, LLC Wilm[r_!ggor) usA 100 h
C(emplete tnfusion Services, LLC Bingham Farms | USA 100 b
CONYACARE SERVICES, INC, Bloomington] USA 100] h
CPAP SUPPLY USA LLC Wilmington{ USA 106 h
Gamma Acguisition inc. Wwilmington | USA 100 h
HEALTH CARE SOtUI[ONS AT HOME INC. Wilmington| USA 100 h
HOME-CARE EQUIPMENT NETWORK INC. Plantation| USA 100 h
LINCARE EQUIPMENT £LC Wilmington| USA 100 h
LINCARE HOLDINGS INC. Wilmington| USa 100 h
LINCARE INC. wilmington| USA 100 h
LINCARE LEASING LLC Wwilmington{ USA 100 h
LINCARE LICENSING INC. wilmington{ USA 00 h
LINCARE OF CANADA ACGUISITIONS INC. wilmington] USA 100 h
_LINCARE OF CANADA INC. ~ Ioronto| USA woel N L
LINCARE OF NEW YORK,INC. . NewYork| USA 100 _ i h
LINCARE PHARMACY SERVICES INC. _ Witmington | USA L1 o _ h
LINCARE PROCUREMENT INC. Wiimingten| USA o) I .
LINCARE PULMONARY REHAB
MANAGEMENT, LLC wilmington| USA 100 h
Lincare Pulmbgaly}eﬁab o o -
services of Missouri, LLC Clayten| USA weyp B . h
LINCARE PULMONARY REHAB
. SERVICES OF OHIQ, LAC Ceveland| USA wey . o h
tndeRSSLIC _ witmington| USA ALY _{__h
tongeapDNS,LLC Wilmington] USA 100 R = _h
mAINR, LLC A wilmirgton{ USA 100 h
MED 4 HOME INC. Wilmington | USA 100 h
MediLink HomeCare, Inc. frenton]| USA 100 B h
MEDIMATICS Lt wilmington| USA 100 f
MidSouth Distribution, tac. Texarkana| USA 100 h
MR8 ACQUISITION CORP. Flantation| UsA 10 h
OCT Pharmacy, L.L.C. Bingham Farms | USA 100 h
OPTIGEN, INC. Plantation| USA 100 h
Patient Support Services, nc. Texarkana| USA 100 h
PULMOREHAS LLC Wilminglon | USA 100 h
Raytel Cardiac Services, nc. Wilmington | USA 100 h
Sleepeair, Inc. Topeka} USA 100 h
Linde Canada Investments LLC Wilmington| USA 100 14.9 0.3
tinde Delaware Investments tng. Witmington | USA 100 3 300.0 . 502 :
tinde Enerqy Services, inc Wilmington | USA 100] ~0.4 e
tinde Gas North America LLC wiimington | USA oo 946.6 194.2
Linde Merchant Production, Inc _ Wilmington | USA e 148.3 b
Linde Noith Amefica, inc. Wi!m:qgton usa wo| <Q,1 -268.7 0.7
AGA Gas C.A. Caracas| VEN 160 25. 1.0 q
BOC GASES DE VENEZUELA, C A Caracas| VEN 160] -0.8 -85
PRODUCEORA DE GAS CARBONICO SA Caracas| VEN 100y ~0.4 -
General Gases of the Virgin Islands, In¢ Seint Croix| VIR | 100 5.0 0.1
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E 134 COLEAMES INCLUOEG TN THE GROUF FINANUIAL STATEAENTS (1N ACCORD KL TUH NS T0)

Coumr- P;:;::;,y. Thereol Profiifloss
Registered office . inierest Linde AG Equity  lorthe year  Note
in percent in percent in EUR m 0 EUR m
Engineering Division . _
linde Engineering Middie East LEC Abu Ohabi] ARE 49 29 27.4 1 f
Linde (Australia) Pty 1td. Noith Ryde | AUS 100 100 10 -
Linde Process Plants Canada iac. Calgary| CaN 100 -7.0 ~9.3
Arbohana Holding AG Pfungen| CHE 100 4.4 -
Bertrams HeatecAG . _ Pratteln} CHE 100 I 3 | R 3
tinde Kryotechnrk AG Ptungen| CHE 100 20.5 5.9
Cryostar {ryogenic £quipments
(Hangzhou) Co.1xd. Hangzhou{ CHN 160 100 27 39
Hangzhou Linde International
Trading Co., Lid. Hangzhoui CHN 160 0.4 o3
Linde Engineering (Dalian) Co.1td. palian| CHN 56 56 53.9 -3.9
Linde Engineering {Hangzhou) Co.ttd. Hangzhou| CHN 75 75 33.2 5.1
Selas-tinde GmbH . __ . Pultachy pEy|f  100f 100 4000 0 -] B
CRYOSTAR SAS Hésingue | FRA 100 57.8 247
LINDE CRYOPLANTS LIMITED Guildford| GBR 100 6.4 0.2
Linde Engineering india Private Limited New Dethi| IND 100 100 24 7.0
LEM, S A de LY. . Mexicolity| MEX 100 90 86f  -03
Linde Enginéering (Malaysia) Sdn.Bhd, Kuala Lumpur | MYS 100 100 1.8 11
000 "Linde Engineering Rus” Samara| RUS 100 100 -0 16
Linde Arabian Contracting Co.,11d. Riyadh| SAU 100 50 8.3 5.4
Cryostar Singapore Pte tid Singapote| SGP 100 100 134 6.1
Cryostar USA LLC ) ... Wiminglon; Hsa| 100 o LI 12y
Linde Engineering North America Inc. Wiimington| USA 100 -233 4.0
Linde Pratess Plants, Inc. Tulsa| ©sSA 100 575 1.6
Linde Engineenng South Africa (Pty) Ltd. Johannesburg| ZAF 100 100 13.2 6.6
Other Activities o .
B0C AIP Limited Partnership _ NorthRyde| Aus| 100 ) 8958 970 A
BOC Australia Pty imited North Ryde | AUS 100 66.0 0.0
wallern an der
Gist {sterreich GmbH Tratthach | AUT 100 -0.1 - €
Linde Osterreich Holding GmbH Stadl-Pauta| AUT 100 62 749.3 105.8
Gist Belgium BYBA  Llochristi}  BEL 100 0.1 ~0.1 <
PRIESELEY COMPANY LIMITED Hamilton| gMU| 100 244 -
Linde Canada Limited . Mississauga| CAN _ o _ 39051 973
Linde Holding AG Dagmersellen| CHE 160 100 19.5 0.4
GISTRANS Czech Republic s.1.0. Olomouc | €ZE 100 4.1 0.9
Commercum tmmobilien- urd
Beteiligungs-GmbH Munich | DEW 100 100 2,256.5 - a
Linde US Beteihgungs GmbH Memich [ DEU 100 4771 289
LINDE INVESTMENTS FINLAND OY Helsimki| FIN 100 11 01
’ 7 Galges-les- - A )
GISTFRANCES.AR L. . Gonesse | FRA 100 S0l 04 4
Linde Holdings SAS saint-Priest{ fRA 166 219.9 453
The Boc Group S.A.S. Hésingue | FRA 100 74.2 345
AIRCQ (BATING TﬁCHNOLDGY LIMITED _ Guildford | GBR 100 33 -
BOCCHHEHOLDINGSUIMHED  _  Guildford} GBR[ _  100f 4 -l
BOC DISTRIBUTION SERVICES LIMITED Guildtord E:EE. 100 0.1 -
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3 COMPANITS AN UDED [ THE GRGUP TINA (AT GHE T RS AL ATTURO7 T8 3l (PR 1T

Portici-

(o pating Thereof Profittloss
Registered office _ uy interest Linde AG Equity [ortheyear  Nole

- inpercent in pescent in EUR m in EUR m
B80C DUTCH FINANCE Guildford] GBR 100 0.7 -
BOC GASES LIMITED Guildford| GEBR 100 41.4 -
BOC HOLDINGS Guildtord | GBR 100 4,337.4 901.3
BOC INVESTMENT HOLDINGS LIMITED Guildford| GBR - 100 -~ AR 77.7 .
BOC INVESTMENTS
(LUXEMBQURG) LIMITED i Guddtord] GBR 100 - -
BOC INVESTMENTS NO 1 LIMITED Guildford | GBR 100 178.2 19.5
BOC INVESTMENTS NO s Guiléford | GBR 100 3571 6.8
BOC INVESTMENTS NO.7 Guitgford | GBR 100 - -
BOC IRELAND FINANCE _ Guidforg| GeR| 100 ] - R N
BOCJAPAN Guildford GER 160 } - -
BOC KOREA HOLDINGS LIMITED Guildford | GBR 100 118.0 0.6
BOC LIMITED _ . Guildford| GBR 0o 795.4 206.6
BGC LUXEMBOURG FINANCE Guildford ; GBR 100 - -
BOC NETHERLANDS HOEDINGS LIMITED Guildford| GBR 100 5237 28.0
BCC NOMINEES LIMITED Guildford | GBR 100 - -
BOC PENSION SCHEME IRUSIEES_LIMHED . Gu?liﬂord GBR 100 o - - -
B0C PENSIONS LIWITED Guildford| GER 100 - -
BOC RSP TRUSTEES LIMAITED Guildford| GBR 100 - hd
BOC SEPS TRUSTEES LIMITED Guildford| GBR ) 100 - -
BRITISH INDUSTRIAL GASES LIMITED Guildford| GBR 100 - -
CRYOSTAR LIMITED Guildiord] GBR 100 - -
EHVEL DISSENTIENTS LIMITED Guildford| GBR 100 - -
6.1 BAKER (TRANSPORT) LIMITED Guildford | GBR 100 _3039 64
GIST LIMITED Guildford} GBR 100 1681 25.1
GIST PEQPLE SERVICES LIMITED Guitdford | GBR 100 0.1 -
HANDIGAS LIMITED Guildfordj GBR 100 16.6 -
HICK, HARGREAVES AND
COMPANY LIMITED Guidtord | GBR 100 - -
INDONESIA POWER H_O!.DiNGS LIRITED Guildford GBR 100 149 Lo
LANSING GROUP LIMITED Guddfard | GBR 106 100 ne -
1INDE CANADA HOLGINGS LIMITED Guildiard | GBR 100 -213.6 ~59.6
LINDE CRYOGENICS LIMITED B _ Guildford| GBR|  wo| 283.0 gl
LINDE FINANCE Guildford | GBR 100 - -
LINDE INVESTMENTS Nos LIMITED Gulidiord} GBR 100 3,876.7 423.6
LINDE NORTH AMERICA HOLDINGS LIMITED Guildtord{ GBR 100 1,461.4 ~-3.0
LINDE UK HOLDINGS LIMITED Guildford| GBR 100 85 14,7523 3975
LINDE UK PRIVATE MEDICAL ' ’ ' B -
TRUSTEES LIMITED Gulld!urd GB? 100 - A - - 4
MEDISHIELD Guildford | GBR 100 6.4 -
MEDISPEED Guildford | GBR 100 301.8 8.7
RRS {FEBRUARY 2004) LIMITED Guilgford | GBR 100 -0.5 -
SPALDING HAULAGE LIMITED Guidford | GBR 100 417.5 4.1
STORESHIELD LIMITED Guildford | GBR 100 329.7 273
THE BOC GROUP LIMITED Gulidford| GBR 100 9,544.1 1,325.9
THE BRITISH CXYGEN C_OMPANY LIMITED . Guildford GBf 100 0.1 _ -
TRANSHIELD Guildtord| GBR 100 184 0.2
WELDING PRODUCTS HOLDINGS LIMTED Guildford| GBR 100 10.2 -
BOCNO & LIMITED Saint Peter Port] GGY 100 1.5 -
BOCNO. 2 LIMITED Saint Peter Port| GGY | 100 0.4 -
213
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Coun- P;;:;f:g- Thereof Proiit/loss
Registered office iy Interest Linde AG Equity  forthe year  Note
in percent in percent inEURm w EUR m
BRITISH OXYGEN (HONG KONG) LIMITED Hong Kong m 100 2.5 -
Linde G.|obal Support Services )
R Piivate Limited Calcuttal  IND 100 0.3 I
BOC INVESTMENT HOLDING COMPANY
(IRELAN_D) LIMITED qulin IRL 100 16.5 -
80C tnvestments ireland bublinj IRL 100 37 -
Gist Distribution Limited peblin| 1RL 100 ). 69 62|
PRIESTLEY DUBLIN REINSURANCE ’ '
COMPANY LIMITED ) . Dubhm| RL]  o0| 343 62
Gistitaly S.r.k Milan| A 100 -0.1 - [
ALBOC (JERSEY) LIMITED saint Heher | JEY 100 1.8 29.6
BOC AUSTRALIAN FINANCE LIMITED Saint Hgliel JEY 100 36 -
BOC PREFERENCE LIMITED sant Helier | JEY 100 65.2 -
BOC Europe Holdings B.Y. _ Dongen| MBI 8 ) . 4095] 289
Fred Butler Netherfands B.V. ] Amstesdam | NLD 160 . 218 -
Gist Containers B.Y, Bleiswnk | NLD 100 -2.4 0.3 3
Gist Forwarding 8.V, i Bleiswyk | NLD 100 X -0.9 - ¢
Gist Holding 8.V, Blewswijk| NLD 100 8.4 - 3
Gist Nederland B.V. . __ . Bleswik{ nO| __ wey | -87( 03] <
Linde Finance B.v. Amsterdam | NLD 100 250.8 18.6
Linde Holdings Nethetfands B.Y. Schiedam] NLD 100 100 1,307.2 99.0
The BOCGroup 8.V B __ Dongen| NiDJ 100 449|148y
Linde Heldings New Zealand Limited Auckland] NIL 100 2.2 12.6
BOCGISTING . __Mkatigity| PHL 100 R X 1 -1
Linde Global IT Services s.1.0, Bratislava{ SVK| 100 . 0.8 -0
AGA Aktiebotag Lidingt | SwE 100 1,506.4 -7.0
BOC Intressenter AB N _Helsingharg| SWE| 00 o 3rap (13 )
LindeGas Holding Sweden A8 Lidingo | SWE 100 100 3,725 0.6
Bevine Produats, Ing, o _ Wilmington | USA 100 . S D
Gist USA LLC wilmngton | USA 100 21 -15
Linde Holgings, 1L{ wilmingten | UsA 100 200.8 31.0
. LINDE INVESTMENTS LLC i . wilmington | usat  we0{ _y2938) 28
Linde LLL wilmington ﬂ 100 683.6 155.4
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(IN ACCORUANCE WITH 1FRS 11)

Partia-

(oun- pating Thereo! Prolutfloss
Registered affice iy interest tinde AG Equity  for the year Note
in percent in percent in LUk m mEUR m
Gases Division . o
' EMEA
Adnoc Linde Industrial Gases Co. - —
Limited {Elixier) Abu Dhabi| ARE 49 49 195.3 40.5
000 "Linge Azot Togliatty Togliatty | RUS 50 6.1 -3
Asia/Pocific . _
BOC-5PC Gases Co.,Ltd. Shanghai| CHN} S0} 213 LY
Chongqing Linde-SYW Gas o, tid Chongging | CHN 50 14.1 1.2
Zibe BOC-GILU Gases Co., Ltd Zibo| CHN 50 21.8 3.7
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E 138 INVISTAINIS ACCOUNTID FOR USING THE EQUITY METHOD (IN ACCURDANCE v 1TH A3 25)

Loun ‘;%:;;’g Thereof Profit/loss
Regisiered ofiice o interes tinde AG Equity  for the yeor Nole
in percend in peicent inEUR m in EUR m
Gases Division . _
. £MEA o
Krakovskd 5.1.0. Novy Malini  C2E 37 : 0.2 -l «od
Plyny Jehlar s.1.0. Brest] (2 34 0.1 - «d
Bomin Linde LNG Beteiligungs-GmbH .. Hamburg| OEU 50 50 e - b
Bomin Linde 1NG GmbH & (0, KG Hamburg | DEU 50 50 6.3 -4.5 b, ¢
' H, Mobility Deutschland GmbH& (0.KG Berlin| DEU 28 28 5.7 -1.0 b, €
HELISON PROQULTION S p.A. Skikda| OIA 5 51 360 -1 b, f
Messet Algerie SPA . N Alglers | DIA 40 4.0 22 b, ¢
Oxiggnu de Sagun_to, sLo _ Barcelpna ESP . 501 _ 129 03 e
Oy lnnogas Ab Kulloof FIN 50 . 13 - b, ¢
Parhaat Yhdessa koulutusyhdistys ry Vantaaf FIN 25 Q.2 - ¢ d
’ Saint-Quentin-
LDASAS. fallavier} FRA 22 0.2 02} bce
wmessas Saintherdlam| AN sel | 44l | bed
Helison Macketng bimited SaintHefler | GBR 51 20.5 84f bt
Company for Production of Carbon o
Dioxide Geli DOO Skopje Skope | MKD 50 50 0.7 - b
LES GAZ INDUSTRIELS LIMETED Port Louis | MUS 38 6.1 0.1 e
ENERGY SOLUTIGNS (PTY) LIMITED windhoek | NAM ) 26 - - e
Tieldbergodden tuftgasstabrikk DA Ayre ] NOR 32 13.8 30| b,cd
Asia/Pacific
- b,
Beijing Fudong Gas Products Co., Ltd. Beijing| CHN 60 2.1 -0.1 d
Dalran BOC Carbon Dioxide Co. 1. o Dalian] CHN| _ 50} I 2 L B & b
fujian Linde-FPCL Gases Co., td. Quanzhou | CHN 50 85.0 10.5 b
. unde Carbonic Co. Ltd., Tangshan Qian'an} CHN 80 0.5 -0.5 b, {
; Nanging BOCGYPC Gases €0, LTO. Nanjing{ CHN sof 71300 152 b
INDUSTRIAL GASES SOLUIIGNS SON BHD Petaling Jaya| MYS b11] 1.8 11 b
Kutim Industrial Gases Sdn. Bhd. Kuala Lumpur| MYS 50 26.8 =26 t:ilce'
, Map Ta Phut Industiial Gases
' Company Limited Bangkok | THA 40 8.9 33 b, ¢
Blue Ocean industrial Gases Co., 1td. Taipei| TWN 50 27.2 20| bce
LIEN RUEY ENERGY '
CORPORATION LIMITED Taipei] TWN 50| 0.3 - b, ¢
Ameticas — e
CLFFSIDE HELIUM, L.L.C. wilmington | USA 26 0.1 - b
Chiffside Refiners, L.P. wilmington| USA 27 7.4 2.9 b
High Mountain Fuels, LLC - __Wilmington| USAf 50} .98 03 b
Hydrochlor LLC ] Wilmingten| USA 50 1.1 -1.7 b
Specira tavestors, LEC granchburg| USA 49 2.1 - b
Other Activities — —
CAPTURE POWER LIMITED Selby EER_ 33 -13.8 -10.9 b
1
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E 137 NON CONSOUIDATFD SUBSIDIARIES

Parifer-

Coun- patng Thereo! Peolit/1oss
Registered aflice m_ux” wlerest Linde AG Fquiy  for the yeor Note
in percent in pescent in EUR m inEUR m
J—
Gases Division - .
EMEA i
LINDE PLIN d.0.0. Sarajeve Sarajevo{ BIH 100 100 - - C
.;\L{TUGAS (_EOTSWAD-IAS T ) h a o o N
(PROPRIETARY) LIMITED Gaborene | BWA) 100 o _N/A N/A
CUULSFICK VENTURES (PTY) UMITED  _ Gaborone| BWA 100 | U NAp o N/
tinde Schweiz AG Dagmersellen] CHE 100 01 - «
COTSWOLD INDUSTRIAL § WELDING
SUPPLIES LIMITED Nottingham| GBR 100 - - . d
ELECTROCHEM LIMITED Guildford| GBR 100 100 - - cd
GAS & EQUIPMENT EHAITED Guildtord| GBR 100 -21 - <
HYDROGEN SUPPLIES LIMITED B Gglldlord GBR 100 100 1.0 - [
INTELLEMETRICS LIMITED Glasgow| GBR 100 - - cd
LEENGATE INDUSTRIALEWELDING o I T R
SUPPLIES {CANNOCK} LIMITED _ Nottngham| GBR 100 03 - «¢d
Uinde Gas Jerdan Lid Zarqa| JOR| 100 0.1 -0.1 4
EAST AFRICAN OXYGEN LIMITED Nairobi| KEN 100 - - [4
KS Luftgassproduksjon Oslo| NOR 100 - - <
Noigas AS . ~ Oslof NOR 100 B 0.1 - ¢
000 "Linde Gas Helium Rus" Moscow | RUS 100 100 . - - c
A0 "LH Germanelabs Rus* } Moscow| RUS| 51 1 T £
Linde Technické Plyny spol. sr.o. Bratistava| SvK 100 0.1 - C
dynashamns Gasterrmnal AB tidinga{ SWE 100 - - C
Asia/Pacific o
BOC SOLUTIONS PTY LIMITED NerthRyde{ AUS 100 - - [
ELGAS SUPERANNUATION PTY.LID Nor}h Ryde| Aus 100 - - 4
BANGLADESH OXYGEN LIMITED phaka| BGD 100 - - ¢ d
BOC Bangladesh Limited Dhaka| BGD 100 - - ¢ d
. (:u:ngzh;au_GNlG Ingustrsal Gas—és T - o T 7
' Company Limited Guangzhou| CHN 60 - - 4
Gﬁangzhou tinde G-lgﬁases T e - )
Company Limited _ Guangzhou| CHN| 50 - 02 - <
BOU NOUVELLE-CALEDONIE SAS Nouméa| NCL 100 - - C
BOC PAKISTAN (PV1) EIMITED Katachi| PAK 100 - - od
Mandasluyong
CIG] PROPERTIES, INC. City| PHL 100 - - C
DAVAO OXYGEN CORPORATION Mandave City{ PHL 100 0.5 -1 ¢ d,e
LIEN XIANG ENERGY
CORPORATION LIMITED Tainan| TWN 50 0.8 - [d
LUEK STREAM Co., Lid. Kaohsiung | TWN 100 100 2.2 0.1 4
. Americos .
177470 (CANADA INC. _ Mississauga | CAN| 100 o 09 - ¢
177572 CANADA INC. Mississauga | CAN 100 24 7 - 4
44001 ONTARIO LIMITED Mississauga | CAN | 100 1.1 - 4
217
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OTHER INFOGRMATION

E 137 NON CONSOLIDATER SUBSIDIARIES

coun- ?;5:;} thereof FProfii/foss
Registered office _ by interest ilnde AG Equity  ior the yeor Nole
. inperceat in peceent in EUR m in EUR m
. Engineering Hivision
' Cryostar do Brasit Equipamentos — - :
RotativosiCrogenicosida.  saePoulo) BRAT %001 90|  22p 14l ¢
i Linde Enganharia Do Brasit Lida. o Barveri| BRA 100 90 1.0 - 3
i tinde Engineering Korea tid. Seoul| KOR _ 100 100 11 0.2 c
LINDESAUDIARABIALLL Jubailf sau| 65y 651  -06f  -Li] ¢ '
: tinde Engineeting falwan ttd. ) . faipei] TWND 100 L 0.8 o0 o« ,
§ Other Activities o - :
E Linde Austsalia Holdings Pty Limited NorthRyde| AuS: g0 w0 -l b
: CRIDSBANC FRANCES.AR.L. __Trappes| FRA 100 - - C
. Hong Koag Oxygen & Acetylene - ) ’ v ” ’ R
; Company Limited . Kowloon] HKGE 1 104 AU R A
l GLPS TRUSTEESLIMITED . Guildford | GBR 100 o . - - C
i AIRCO PROPERTIES INC . Wilmingtan | USA | 1000 WA NAL
f SELOX, INC Nashville | usAj 100 N/A N/A
|
|
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Coutr P:;:;f;rg Thereof Profitficss
registered ffice  ty interest Linde AG fquity fortheyear Mot
in percent inpercent intUR m in EUR m
Gases Division - o
EMEA _ -
tinde Vitkovice a.s. Ostrava] (2F 50 9.3 -0.4 ¢ d
TKO Frockentis und Knhiensﬁure . 7 - i
Distsibution GmbH Fraunberg} BEV 50 50 0.4 0.1 «d
AGA Foioyai Sp/f Idishavin] DNK 50 0.2 0.2 [
AGAMIQCenerApS . MWhewd| onk|  sof | o4 | _ed
Catbure del CincaS.A. Monzon| ESP 20 o 6.7 03] od
Oxigeno de Andalucia, S.L. SanRoque| ESP 49 Al -} b¢ d
QUIMICABASICA,S A. _Barcetona| ESP 33 14 -l bed
NAMGAS (PTY) LIMITED Windhoek] Nam 44 - - €
fuelCellBoat®N. ___ __ Amsteom| Oy 200 | | ___-| _c
TASTO ESTATES LIMITED Dar es Salaam | TZA 20 N/A N/A
INDUSTRIAL GAS DISTRIBUTOR ' 0 - )
HOLDINGS (PTY) LIMITED i Johannesburg} ZAF 26 _ - -
Asig/Pacific
Guangzhou GNC Carban - -
Dioxide Company itd, ~ Guangzhou! CHNI 5¢ _ - -1 bt
HON CHEN Enterprise Co., Ltd. Kachsiung | TWN 50 02 - ¢
SUNBSINLPG COMPANYLIMIED  Yualn| TwN| _ so) | asi o oaf  «
Ammericas — —_
HERA, HYOROGEN STORAGE SYSTEMS INC Longueuil| CAN 20 - -
TOMOE TRANSTECH SPECIALTY T a ) ’ ’
GASES PTE LTD ) Singapore| SGP 25 2.8 03| bed
Other Activities o o
“Caravell” Kihigerdteveririebs GmbH Ratingen| DEU 50 .50 - - b
infraleuna GmbH leuna| DEY] 25 25 340.2 3.6 cd
Key:

aPratit and loss transfer agreement.

bjoint venture

¢ local GAAP.

d Figures trom financial years priae i 2018,

e finandial year diifers fram the calendar year due te local ciscumstances.

1 Consoltdation methad ditters {ram percentage of shaces held due Lo de facto control o1 4 consractual agreement.
gThe distribution of dividend for 2068 is subjeci to fore:gn exchiongs restrictions.

h o p of individual Hinancial cnder ommercial law

§ pistsibution of dividend is subject to the approval of non-controliing interests.

N/A = Ha tinancial data available.
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OTHER INFORMATION

[42] Events after the balance
sheet date

with effect from 31 January 201s, Linde acquired 100 percent
of the shares of the US company American HomePatient
Inc. This company spedalises in respiratory therapy for pa-
tients suffering from COPD (chranic obstructive pulmonary
gisease). in the 2014 financial year, American HomePatient
generated revenue of around Eur 260 m with 3 good
2,700 employees. Linde intends to use the acquisition to
expand its position in the heaithcare services sector and
to generate further synergy potential with the existing
Lincare business. The purchase price was uso 225 m before
purchase price adjustments, Since the acquisition date is
so close to the balance sheet date, no further conclusive
information is available.

Moreover, effective 17 Febivary 2015 Linde sotd 40.1 per-
cent of its shares inLinde-Huayi (Chongging) Gases Co., Ltd,
which is held in the Asta/Pacific segment, to the minority
sharehoider, thus handing over its majority stake in the

MUNICH, 19 FEBRUARY 2016

DR WOLFGANG BUOCHELE
[CHIEF EXECUTIVE OFFICER]

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD)

DR CHRISTIAN BRUCH
[MEMBER OF THE EXECUTIVE BOARD]

220

company within the meaning of IFRS 10. After the sale
Linde still holds a stake of 19.9 percent and continues to
have significant influence within the meaning of 1AS 2a.
The sale of the shares had still been subject to the approval
of the People’s Republic of China’s Ministry of Commerce

(MOFCOM). The approval was granted on 17 February 2016,

The sale mainky comprises the deconsolidation of hydrogen
plants and associated financial liabilities.

No other significant events occurred for the consoli-

dated financial statements of Linde Group between the
balance sheel date and 15 February 2016.
0n 19 February 2014, the Executive Board of Linde AG

refeased the conselidated financial statements for submis-

sion to the Supervisory Board. 1t is the responsibility of the
Supervisory Board to examine the cansolidated financial
statements and ta state whether it approves them. The

Group financial statements, the statutory financial state-

ments of Linde AG and the annual report are published
on 10 March 216 after they have been approved at the
Supervisory Board meeting on 9 March 2016

GEORG DENOKE
{MEMBER OF THE EXECUTIVE BOARD]

BERND EULITZ
[MEMBER OF THE EXECUTIVE BOARD]

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE B0ARD]}
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INDEPENDENT
AUDITORS’ REPORT

OTHER INFORMATION <173
INDEPENDENT 221

! AUDITERS® REPORT

RESPONSIBILITY STATEMENT »225

To Linde Aktiengesellischaft

Report on the Consolidated

financial Statements

we have audited the accompanying consolidated finan-
cial statements of Linde Aktiengeselischaft, Munich, and
1ts subsidiaries, which comprise the group statement of
financial position, group statement of profit and loss, state-
ment of comprehensive income, statement of changes in
group equity, group statement of cash flows and notes to
the group financial statements far the business year from
1)anuary to 31 December 208,

Management’s Responsibility for

the Consofidated Financial Statements

The management of Linde Aktiengeselischaft is respon-
sible for the preparation of these consolidated financial
statements. This responsibility includes preparing these
consolidated financial statements in accordance with In-
ternational Financial Reporting Standards as adopted by
the U, and the supplementary requirements of German
law pursuant to § 3153 Abs.1 HGB {Handelsgesetzbuch:
German Commercial Code), to give a true and fair view of
the net assets, financial position and results of operations
of the group in accordance with these requitements. The
cempany’s management is also responsible for the inter-
nal controls that management determines are necessary
to enable the preparation of consalidated financial state-
ments that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibiiity
Our respansibility is to express an opinion on these con-
solidated financial statements based on our audit. We con-
ducted our audit in accordance with §317 HGB and German
generally accepted standards for the audit of financial
statements promulqated by the Institut der wirtschafts-
prifes {IDW) as weli as in supplementary compliance with
International Standards on Auditing (1SA). Accordingly, we
are required to comply with ethical requirements and pian
and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are
free from material misstatement,

An duditinvolves performing audit procedures to ab-
taint audit evidence ahout the amounts and disclosures
in the consolidated financial stalements, The selection

221

of audit procedures depends on the auditor’s profes-
sional judgment. This includes the assessment of the risks
of material misstatement of the consolidated financiai
statements, whether due to fraud or error. In assessing
those risks, the auditor considers the internal control
system relevant lo the entity’s preparation of the con-
solidated financial statements that give a true and fair
view, The aim of this is 1o plan and perform audit pro-
cedures that are appropriate in the given circumstances,
but not for the purpose of expressing an opinion on
the effectiveness of the group’s internal control system.
An audit also includes evaluating the approprialeness
of accounting policies used and the reasonableness of
accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have abtained
is sufficient and appropriate to provide a basis for our
audit opinion.

Audit Opinion
Pursuant to §322 Abs. 3 Satz 1 HGS, we state that our audit
of the consofidated financial statements has not led (o
any reservations.

In our opinion, based on the findings of our audit,
the consohdated financial statements comply in afl ma-
terial respects with IFRSs as adopted by the EU and the
supplementary requirements of German commercial law
pursuant to §315a Abs.1 HGB and give a true and fair view
of the net assets and financial position of the Group as
al 31 December 2015 as well as the results of operalions
for the business year then ended, in accordance with
these requirements,

Report on the Combined
Management Report
We have audited the accompanying group management
report of Linde Aktiengeselischalt, which is combined with
the management report of the company for the business
yeat from 1 january lo 31 December 2015. The management
of Linde Aktiengeselischaft is responsible for the prepara-
tion of this combined management report in compliance
with the applicable requirements of German commercial faw
pursuant to §3153 Abs.1 HGB (German Commescial Code).
We conducted our audit in accordance with § 317 Abs, 2 HGB
and German generally accepted standards for the audit of
the combined management 1eport promulgated by the in-
stitut der Wirtschaftsprifer [Institute of Public Auditors in
Germany] (IDW), Accordingly, we are required to plan and
perform the audit of the combined management report to
abtain reasonable assurance about whether the combined
management ceport is consistent with the consolidated fi-
nancial statements and the audit findings, and as a whole
provides a suitable view of the Group’s position and suitably
presents the opportunities and risks of future development.
Pursuant 1o §322 Abs.3 Satz 1 HGB, we state that gur
audit of the combined management report has not led to
any reservatiens.
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INDEPENDENT
s AUBITGRS ™ REPORT

In our opinien, based on the findings of our audit of the
consolidated financial statements and combined manage-
ment report, the combined management report is consist-
ent with the consolidated financial statements, and as a
whole provides a suitable view of the Group’s position
and suitably presents the opporiunities and risks of future
development.

MUNICH, 19 FEBRUARY 2016

KPMG AG
WIRTSCHAFTSPROFUNGSGESEELSCHAFT

. [ORIGIMAL GERMAN VERSION SIGNED BY:]

BECKER V. HEYNITZ
WIERTSCHAFTS- WIRTSCHAFTS-

! PRUFER PRUFER
[GERMAN PUBLIC [GERMAN PUBLIC

AUDITOR] AUDITOR]
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STATEMENT

INDEPENDENT <221
AUDITORS’ REPORT
RESPONSIBILITY STATEMENT 225
MANAGEMENT »226
ORGANISATION

To the best of our knowledge, and in accardance with the
applicable reporting principles, the consolidated financial
statements give a true and fair view of the net assets,
financial pasition and prefit or loss of the Group, and the
combined management report includes a fair review of
the development and perfermance of the business and the
position of The Linde Group and of Linde AG, together with
adescription of the principal opportunities and risks asso-
ctated with the expected development of The Linde Group
and Linde AG.

MUNICH, 19 FEBRUARY 2016

LINDE AKTIENGESELLSCHAFT
THE EXECUTIVE BOARD

DR WOLFGANG BUCHELE
[CHIEF EXECUTIVE OFFICER]

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD]

DR CHRISTIAN BRUCH
[MEMBER OF THE EXECUTIVE BOARD]

225

GEORG DENODKE
[MEMBER OF THE EXECUTIVE BOARD]

BERND EVLITZ
[MEMBER Of THE EXECUTIVE BOARD!

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD]
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AS AT 19 FEBRUARY 2016

RESPONSIBILITY STATEMENT <225

MANAGEMENT 226

ORGANISATION

GLOSSARY »228

E 139 MANAGEMENT ORGANISATION EXECUTIVE BOARD

Executive Board Member

Responsibilities

Coiporate & Support Functions

Dr Wolfgang Biichele,
Chief Executive Offices

Thomas Blades

OrChristian Bruch

BerndEulitz

Gist, Opportunity & Project Development

Americas segment, Global Governance
Centres Deliver, Healthcare, Operations,
Global Gases Businesses Helium & Rare
Gases

Engineering Division
EMEA segment

Sanjiv Lamba

Asia/Pacific segment, Global Governance
Centes Merchant & Packaged Gases and
Electronics )

Georg Denoke

fFinance/Financial Control for the
segments EMEA, Americas, Asia/Pacific

Corporate Communications & investor-
Relations, Corporate Internal Audit,
Corporate Office, Corporate Strateqy
& Market Intelligence, Group Human
Respuices, Group Legal & Compliance,
SHEQ (Safety, Health, Envirgnment,
Quality)

Technology & Innovation

Group Accounting & Reporting, Group
Information Services, Group Insurance,
Group Mergers & Acquisitions, Group
Procurement, Group Risk Management,
Group Tax, Group Treasury, Operational
Finance, Controlling & Investments,
Real Estate

226
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E 140 DIVISIONS

Goses Division

Engineeting Division

Gist

See diagiam below for organisation

Steve Bertone
Jurgen Nowick

John van der velden

Martin Gwynn

E 141 GASES DIVISION

Tilman Weide

EMEA segment
(Europe, Middle East, Alvica)

Americos segment

Asia/Pacific seqment

RBU Northern Europe

RBU Central Europe

RBU Southern Europ-e
Ammold Coppin_
RBU Africa& UK
Sue Graham Johnston

RBU Middle East& Eastern Europe
Elena Skvortsova

- Jens Luving._

RBU Americas
PatMutphy R

Finance/Financial Contral Americas

Lincare
dirsten Hoefer

Finance/Financial Control EMEA
Matthias v, Plotho

RBU East Asia
Steven Fang
RBU South Asia& ASEAN

RBU South Pacific
Clintsase o
Finance/Financial Control Asia/Pacific
Binod Patwari_

E 142 GLOBAL GOVERNANCE CENTRES

GGL Merchant& Pack-
aged Gases
(liquefied gases and
cylinder gas)

Jens waldeck

GGC Electronics

{electronic gases)
Andreas Weisheit

GGC Healthcare

GGC Operations
Or Christian Wojczewski [ Rudalf Lamm

GGC Deliver
lan Rennie

E 143 GLOBAL FUNCIION

Opportunity & Project Development
Ernst Rost

E 144 CORPORATE & SUPPORT FUNCTIONS

Corporate Communications & Investor Relations B

Corporate Internal Audit

Dr Hatry Roegner
. Thomas mlles

Corporae Office
Corparate strategy & Market Intelligence

Group Accounting & Reporting, Group Risk Management, )

Group nsurance, Real Estate
Gioup Human Resources
Group Information Services

Andrea Reutershahn
 Bjbrn Schneider
. Werner Boekels
sandeepsen

Group Legal s Compliance
Grgup Mergers & Acquisiti
Group Prucu_re_n)gnt_‘ o

Group Tax_
GrowpTreaswry . __

SHEQ (Safety, Health, Environment, Quality)

. Solms U. Wittig__
¥im Husmann

0r sven Schaeider
phil Graham

Operational Finance, Contrelling & Investments

Michaelullich

echnology & Innovatien

Holger Kirchner

Christoph Clausen _

Dr Andreas Opfermann

Or Wolfgang Salzberger

227

20.11.2020 kl 01:44

Brgnngysundregistrene

Side 257 av 272



Brgnngysundregistrene Arsregnskap regnskapséaret 2015 for 976647602

MANAGEMENT <226
ORGANISATION

GLOSSARY 218

REVIEW OF THE YEAR >232

LINDE FINANCIAL REPORT 2015

GLOSSARY

[A]

ADDITIVE
MANUFACTURING

The term “additive manufacturing” re-
fers to all manufacturing technigues
in which the part material is formed
in an automated process by joining
volume elements, preferably layer by
layer. Both the term “additive manu-
facturing” and its German equivalent
(generative Fertigungsverfahren) have
been set out in corresponding stand-
ards in Germany (¥DI 3403} and in the
USA (ASTM r2792). The more literal
German translation “Additive Ferti-
gungsverfahren” is less common.

AIR SEPARATION PLANT

Air separation plants use Linde pro-
cesses to produce oxygen, nitragen
and argon.

ASEAN

ASEAN is the acronym for the Associ-
ation of Southeast Asian Natians. An
international organisation based in
Jakarta, Indonesia, which aims to pro-
mote economic, political and sodial
cooperation between countries in
South-East Asia who have also joined
tegether to create a commaon ecanom-
ic space.

(8]

BEST COST COUNTRIES
A procurement strategy whereby com-
panies source goods and services not
only in their major sales markets, but
alsoin countries offering the best can-
ditions of purchase,

228

1<)

CARBON DISCLOSURE
PROJECT (CDP)
Thisinvestor non-profit initiative aims
to ensure that companies and munic-
ipalities publish their environmentai
data. Every year, the CDP collects
data and information on corporate €O,
emissions, climate risks, reduction tar-
gets and climate protection strategies
based on standardised questionnaires

completed on 3 voluntary basis.

CASH BALANCE PLAN

A cash balance plan combines the char-
acteristics of a defined benefit plan
with those of a defined contribution
plan. A cash balance plan guarantees
the beneficiary a pension benefit. For
each beneficiary, anindividuat account
balance is maintained, which increases
in value over the period of service and
attracts 3 quaranteed interest rate. The
account balance is then subsequently
convertedinto a lump sum payment or
a lifelong pension, depending on the
structure of the scheme.

CATEGORY
MANAGEMENT METHOD
Category management is a structured
process designed to analyse, define
and implement procurement strate-

gies for products and services.

cLoubp
An abbreviation for cloud computing.
The term refers to platforms for distrib-
uted computing across different hard-
ware and software resources run by
ane of several providers,

COMMERCIAL PAPER
PROGRAMME
programme for shori-term notes on

the capital market.

CONFLICT MINERALS
The US Dodd-Frank Wall Street Reform
and Consumer Pratection Act (Dodd-
Frank Act) defines canflict minerals as
raw materials exploited and traded in
the Democratic Republic of Congo or
neighbouring countries which finance
conflict. The Dodd-Frank Act applies
to the substances or ores from which

these raw materials are extracted: tan-
talum (coltan), tin {cassiterite), wolf-
ram and gold.

CONTRACTORS
Employees from third party firms who
provide services on.Lindes behalf, es-
pecially transport services.

CONVENIENCE PRODUCTS
Commercially processed food prod-
ucts which cut food preparation time
in domestic househalds or in the ca-
tering trade.

CRACKER
(ETHANE CRACKER)
Steam cracking plant in the petrochem-
ical sector. Steam and heat are applied
to transform hydrocacbons such as
ethane into unsaturated hydrocarbons
which are used as raw materials in the
manufacture of plastics, varnishes, sol-

vents and pesticides.

CREDIT DEFAULT SWAPS

Credit default swaps (CDS) are redit
derivatives designed to hedge the ex-
posure to loan defaults. In return for
the payment of a single premium or
regular premiums, the buyer receives
compensation from the seller in the
event that the reference obligor named
in the €05 contract defaults.

CROSS-CURRENCY
INTEREST RATE SWAPS
An agreement between parties 1o ex-
change interest payments and princi-
pal on loans denominated in different

currencies.

(o]

DEBT ISSUANCE
PROGRAMME
flexible refinancing programme with
standardised documentation frame-
work. It enables the issuer to cover its
funding requirements by raising debt in
different currencies and amounts with
different maturity periods.
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DEFINED BENEFIT PLANS
Pension plans under which an enter-
prise femplayer defines an amount of
pension benelit to be provided as a
function of one or more factors such
as the age, length of service and sala-
ry of the employee. The actuarial risk
and the investment risk are borne by
the enterprise.

CEFINED CONTRIBUTION
PLANS

Pension plans under which the legal

or constructive obligation of the en-

. terprise/emplayer is limited_to the

amount it agrees to contribute to a
separate entity, such as an insurance
company. The level of benefits re-
ceived by the employee is determined
by the level of contributions paid by
the enterprise {and if applicable also
by the employee) to the separate
entity, together with the investment
returns arising from the contributions.
The actuarial risk and the investment
risk are borne by the employee.

(el

EBIT

Abbreviation for Earnings before In-
terest and Tax. At Linde, this figure
comprises gross profit on sales less
functional costs and other operating
expenses plus other operating income
and share of profit or loss from asso-
ciates and joint ventures, adjusted for
non-fecurring items.

EBITDA
(OPERATING PROFIT)
Abbreviation for Earnings before (n-
terest, Tax, Amortisation and Depre-
ciation. At Linde, EBIT {(adjusted for
nan-recurring items) after adding back
amortisation of intangible assets and

depreciation of tangible assets.

ECIIA

Abbreviation for the European Con-
federation of institutes of Internal
Auditing. ECIIA is the professional as-
sociation which represents 33 nation-
alinstitutes of internal auditing across
Europe. Its aim is to improve corparate
governance by promoting professional
standards for internal auditing.

229

EMISSIONS TRADING
The Eusopean Union’s emissions trad-
ing programme is a climate protection
instrument aimed at cutting green-
house gas emissions at the lowest
possible economic cost.
ENHANCED QIL AND GAS

RECOVERY (EOR/EGR)
Enhanced ¢ecovery of oil or gas re-
serves 1o make the exploitation of
the remaining reserves in a gas field
or cilfield more efficient. The pump
pressure in the seam is increased by
injecting gases such as nitrogen and _.
carbon dioxide,

[F]

FERMA
Abbreviation for Federation of
Eurapean Risk Management Associa-
tions. FERMA brings together 20 nation-
al risk management associations from
18 European countries. The Federation
represents a large number of sectors
such as industry, financial services,
healthcare, charitable organisations
and iocal government agencies. FER-
MA supports its members in raising
awareness and promoting the effec
tive use of risk management, insurance
solutions and risk financing in Europe.

FUTURES
Forward contracts traded on a stock
exchange with standardised contract
volumes and underlying assets.

[6]

GLOBAL PRODUCT

STRATEGY (GPS)
The Global Product Strategy of the in-
ternational Council of Chemical Associ-
ations is designed to establish uniform
global standards and procedures for
companies in order to improve safety
in connection with the handling of
chemical substances.

G000 MANUFACTURING
PRACTICE
Good manufacturing practice refers to
quality assurance guidelines which ap-
ply to the production of pharmaceutical
products and active ingredients.
GREENHOUSE GAS
PROTOCOL
Globally recognised standard designed
to manage and quantify greenhouse
gas emissions. The Greenhouse Gas
Protocol originated from an initiative
from the World Business Council for
Sustainable Development {WB{SD) and
the World Resources Institute {(WR1).

[H]

HCFC

Abbreviation for the English specialist
term “hydrochiorofluoracarbon”. Cor-
responds to the German abbreviation
FCKW for “Fluorchlorkohlenwasser-
stoffe”. Compounds frem this substance
class are often used as propellants or
refrigerants. Since they deplete the
ozane layer in the stratosphere, their
use is banned in many areas of appli-
cation today.

HFC

Abbreviation for the English special-
istterm “Hydrofluorocarbon”. German:
Fluorkehlenwasserstoffe. Compounds
from this substance class are often
used as propellants or refrigerants.
Although hydrofluaracarbons do not
deplete the ozone layer in the strato-
sphere, they are greenhouse gas emis-
sions with a high potential impact on
the climate, which is why their use is
strictly regulated.

HYCO PLANTS
A collective term for plants which pro-
duce hydrogen, carbon monoxide and
synthesis gas. HyCO plants include in
particular steam reformers, partial ox-
idation plants and methanol crackers.
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FNTEGRITY LINE

tinde system that employees can
use to report internal and external
stakeholder doubts or suspicions,
If an internal investigation reveals
that the doubts or suspicions raised
were justified, a prescribed process
is used within a delined timeframe
to determine which measures are to
be taken and to follow up on their
implementation.

INTERNATIONAL UNION
FOR CONSERVATION OF
NATURE (IULN)
International environmental organisa-
tion that is committed to nature conser-
vation and species protection, as well
25 to the sustainable and responsible
use of resources. Among other things,
the IUCN draws up the “IUCN Red List
of Threatened Species” and categorises

protected areas.

K]

KONTRAG

German Law on Control and Transpar-
ency in Business. This law makes it
mandatory for the executive boards
of listed companies to put a risk man-
agement programme in place. tts ob-
jective is to protect the interests of
shareholders by safeguarding the prof-
its and value of the enterprise,

(t]

LED
LED stands for light emitting diode.
LEDs transform electrical energy into
light. Similas to semiconductor diodes,
they create directional light and are
available in a variety of colours, sizes
and shapes. These devices are used
in many industries for signalling and
lighting applications.

230

LNG
Liquefied Natural Gas. LNGis regarded
as a promising fuel of the future be-
cause of its high energy density, can-
stant calorific value and high level of
purity.

[m]

MAJOR HAZARD REVIEW
PROGRAMME

Linde set up this pragramme to ensure
the safety of its production process-
es. the MHRP allows the Group to
identify promptly potential risks that
mightresultin accidents or damage to
property or to the environment, and
to introduce preventive safety and
control measures.

(o]

OLEFIN PLANT
Petrochemical unit for the production
of olefins such as ethylene and propyl-
ene from hydrocarbons.

[P]

PULMONARY

HYPERTENSION
Iliness in which abnormally high blood
pressure affects the blood vessels in
the lungs and the pulmonary circula-
tion. This is particularly damaging to
the heart and lungs and restricts the
supply of oxygen.

[r]

REACH
EU Regulation an the Registration, Eval-
uation and Authorisation of Chemicals,

RESTRICTION OF THE
USE OF CERTAIN HAZ-
ARDODUS SUBSTANCES
(ROHS)
The revised RoHS EU Directive
(20n1/s5/EU) is designed to restrict
the use of certain hazardous sub-
stances in electrical and electronic
equipment,

sl

SERIOUS TRANSPORT
INCIDENTS
Transport-reiated incidents, such as
traffic accidents, which have a consid-
erable impact on the health of the par-
ties concerned, result in environmenial
emissions which must be reported or

give rise 1 a certain level of costs.

SHEQ
Abbreviation for Safety, Health, Envi-
ronment and Quality.

SYNTHESIS GAS
Gas mixture of carbon monoxide and
hydrogen or nitrogen and hydrogen
used to preduce methanol, ammonia
and other basic chemicals,

[7i

THE CLIMATE REGISTRY
Non-prefit association of federal states
and provinces in North America that
aims to independently record and mon-
itar the greenhouse gas emissions of
companies, municipalities and organi-
sations. Participation is voluntary.

TREASURY
The Treasury department ensures that
the Group has sufficient funds and cap-
ital. It invests surplus funds, reduces
financial risks and optimises casts and
the return on financial transactions.

THREE LINES OF

DEFENCE MODEL
The Three Lines of Defence model
shaws the ditferent roles involved
in internal contret. The interplay be-
tween theroles is splitinto the follow-
ing three lines of defence: operaling
business units, central organisational
units, independent audit and adviso-
ry units.
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VIGILANCE SIGNAL
DETECTION SYSTEM
A system to ensure the systematic
angoing safety of a pharmaceutical

praduct. It.aims to discover, evaluate

and understand undesirable effects

and side-effects of the product by as-
sessing various sources such as inci-

dent reports, scientific and medical
titerature and clinical studies, so that
appropriate measures may be taken
to minimise risks.

[w]

WBCSD

The World Susiness Council for Sustain-

able Development is ar organisation

that is designed to motivate compa-

nies to do business more sustainably
and provide them with support in this
reqard.
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JANUARY
1/1

The Linde subsidiary AGA announced .

that it will open Stockholm’s first hy-
drogen filling station in Aslanda. The
hydrogen for the largest hydrogen
filling station in Sweden close to
Stockholm Airpart will be produced
in the AGA plantin Sandviken, where
green electricity is used to split the
water into hydragen and oxygen.

FEBRUARY
1/2

On 1 March, the internationally ex-
perienced healthcare expert Kristen
Hoefer takes over at the helm of the
US subsidiary Lincare, the global mar-
ket leader for respiratory homecare,
The acquisition of Lincare, which has
its registered office in Clearwater,
Florida, in August z0t2 made Linde
the world’s leading healthcare pro-
vider in the gases industry.

/2

Linge supports the Shell Eco-mara-
thon far what is now the fifth time
running, supplying the hydrogen to
filt the fuel-cell vehicles used in this
competition. Linde is a global part-
ner of the event, which is aimed at
engineering students and is held in
Europe, the americas and Asia on an
annual basis.

MARCH
/3
Linde opens a new research and devel-
opment centre specialising in the op-
timisation of combustion processes in
Suzhou near Shanghai. In collaboration
withmetal and gfass manufacturers, as
well as research institutes, the aim is
for the “Linde Combustion Centre” to

232

develop environmentally friendly com-
bustion technologies, more efficient
heat treatment processes and inno-
vative gases applications. Linde’s ox-
yfuel technology, which s already used
in numerous applications, will play a
key role-in this. process. The technol-
ogy enables fuel savings of between
30% and 60% by using oxygen instead
of ambient air.

2/3

Linde unveils the PREVENTUM™ Rapid
Surface Chilling pracedure, a solution
that.opens up.new possibilities for pro-
cess hygiene in the poultry production
segment. Spraying the meat surface
with cryagenically fiquefied nitrogen
reduces harmfut bacteria by so per-
cent without impairing the quality of
the meat.

APRIL
1/4

Linde receives a contract from Mey-
er Turku Shipyard in Finland to build a
liquefied natural gas (LNG) tank sys-
tem for a new Baltic Sea ferry via its
Swedish engineering subsidiary. The
modern high-speed ferry operated by
AS Tatlink Grupp wili travel between
Helsinki (Finland) and Tallinn (Estonia).
The use of LNG as fuel will allow the
ferry to operate below the emissions
thresholds that apply in the local Emis-
sion Control Area (ECA).

2/4

in Bremerhaven, a ship saifing under
the German flag, the car and passenger
ferry MS Ostfriesiand operated AG EMS,
becomes the first to run on low-emis-
sion LNG. The initial fuelling of the
approximately 92 m long Borkum fer-
1y was conducted by the joint venture
Bomin Linde LNG. After & successful
test phase, the M5 Ostfriesland has
been operating a daily service since
the middle cf the year, saving more
than one million litres of marine gas
oil per year thanks ta the yse of LNG,

31/4
tinde's technologically advanced,
ground-breaking gas cylinder valve,
EVOS™ Ci wins the prestigious inter-
national design prize, the “Red Dot

Award: Product Design 2015”7 The
EVOS™ valve range represents a signif-
icant leap from standard gas industry
valves - not only in its striking, state-
of-the-art ergonomic design - but also
in terms of safety and productivity ben-
efits delivered.

474
Germany's first hydrogen filling sta-
tion lacated directly on the motorway
opens in Geiselwind (Lower Franconia).
The new H, filling pump located onthe
A3 between Wiirzburg and Nuremberg
was jointly erected by Daimler, JOTAL
and Linde and links the existing filling
facilities in the metropolitan regions
of frankfurt/main, Stuttgart and Mu-
nich with each other. The construction
of a nationwide hydrogen infrastruc-
ture in Germany is accompanied by the
planned market ramp-up of fuel cell
cars from various manufacturers.

MAY

1/5
Linde successfully launches its new
and innovative line of cost-efficient
hydrogen generation planis, HYDRO-
PRIME®. HYDROPRIME® plants are char-
acterised by the fact that they are high-
ly reliable, safe and environmentally
sound and offer numerous advantag-
es over conventional hydrogen supply
using electrolysis, conventional SMR
plants or truck-based supply.

2/5

The secand public hydrogen fuelling
station in Austria is officially opened
in Innsbruck. The H, station, which was
erected in g joint effort by GMV and
Linde, was built as part of the eU-fund-
ed HyFIVE (Hydrogen for Innovative Ve-
hicles) project and bridges the existing
H, hubs in Munich and Bolzano.

JUNE

1/6
with the slogan "Cefiaborate. Innovate.
Deliver.”, The Linde Group technoloay
company demonstrates how itis deliv-
ering true value to its customers at the
ACHEMA trade fair in Frankfurt, A num-
ber of reference projects, technology
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showcases and service inngvations il-
lustrate Linde’s integrated approach to
CUStOMer Success.

2/6

Linde brings its biggest US aii sepa-
ration plant and a further gasification
train for synthesis gas production on
stream in La Porte, Texas. The total in-
vestment of usp 250 m in the location
forms part of Linde's expansion strat-
eqy tn the US.

JuLy

1/7
Linde is commissioned by the semicon-
ductor manufacturer SK Hynix Semi-
conductor to build the world’s largest
generator of on-site flucrine for the
company's factory in Icheon, South Ko-
rea. The use of molecular fluorine (F,)
reduces the emission of greenhouse
gases that are produced during cham-
ber cleaning in connection with the
manufacture of semiconductors, TFT
LCD flatscreens and thin-film solar cells.

/7
The world’s largest green hydrogen
plant is inaugurated in Mainz after a
construction period of atmost one year.
In the presence of Malu Dreyer, state
premier of Rhineland-Palatinate, the
inauguration signals the start of one of
the {lagship projects of Germany’s en-
ergy revolution. The plant, which was
jointly developed by iinde, Siemens,
Stadtwerke Mainz AG and the Rhein-
Main University of Applied Sciences,
produces hydrogen using electricity
from environmentally sound sources
of energy. In the project, Linde is re-
sponsible for purifying, compressing,
staring and distributing the hydrogen.

1/7
In Munich, the first public hydrogen
fuelling service in the Bavarian state
capital is opened at the TOTAL Mul-
ti-Energy fuelling station located on
the city's Detmoldstrasse. Equipped
with innovative refuelling technology
from tinde, the station can offer dif-
ferent tuelling technologies at sepa-
rate pumgs,

233

AUGUST

1/8
Linde announces the market launch
of SOLVOX® Dropin, a highly effective
and innovative technology for improv-
ing oxygen supplies in the fish farm-
ing industry. The sysiem.is designed
to be used in sea cages which experi-
ence unhealthy water conditions due
to poor oxygen levels. SOLVOX® Dropin
is a compact and lightweight system
that makes the current axygenation
process much easier.

SEPTEMBER
1/9

Linde is admitted to the Dow Jones Sus-
tainability World Index (D}SE) for the
fourth year running. Linde’s sustain-
ability pesformance thus continues o
rank in the top ten percent of its in-
dustry. Twenty categories in the areas
of economic, environmental and social
performance were assessed.

2/9
With the opening of another hydiogen
filling station in Fellbach near Stuttgart,
Daimler, Linde and TOTAL coniinue with
their joint plans to expand the national
hydrogen infrastructure.

OCTOBER
1/10

Anew research facility ~ the Linde Pilot
Reformer - opens in Pullach near Mu-
nich - tinde’s largest location world-
wide. The facility, with as investment
volume of around eur 5 million, will be
used to further refine steam reforming
technology. The innavative dry reform-
ing process developed in cooperation
with Linde partners enables energy-ef-
ficient, lower-emission synthesis gas
praduction with economical industri-
al-scale use of €0, as feedstock.

2/10
H, MOBILITY Deutschland otficially
starts work in the presence of German
Transport Minister Alexander Dobrindt.
The joint venture between six industry
partners, including Linde, is designed
to help forge ahead with the gradual
expansion of the nationwide hydregen
filling station network. The aim is to
have set up a total of 400 hydrogen

filling stations by 2023. On the side-
lines of the event, Dr Bichele presents
the German Transport Minister with an
innovative pedelec (bike with an auxil-
iary electric motor) developed by Linde
itself. what makes the bike special is
the compact fuel cell that generates
the electricity needed 1o help the cy-
clist using hydrogen as opposed 1o a
conventional battery.

NOVEMBER
1/11
Bomin Linde LNG and the Lithuanian
oil and gas supply.company Klaipedos
Nafla Establish sign a joint venture
agreement with the aim of operating
an LNG bunker supply vessel. The plan
is for the vessel to supply the envi-
ronmentally friendly LNG in both the
Lithuanian port of Klzipeda and in oth-
er Baltic Sea ports from 2017 onwards.

2/11

The toundation stone is laid for The
Linde Group's most state-of-the-art
filling plant in the the Dorsten/Marl
industrial park at the northern edge
of the Ruhe region. Thanks to the very
high degree of aytomation, the plam
will be abfe to fill more than one miflion
cylinders with industrial gases and car-
bon dioxide mixtures from the end of
2016 onwards. The innovative concept
is later to be used in other campany
locations n various countries.

3/11

Linde invesis the equivalent of
£uR 14.6 million to build the largest air
separation plant in Bangladesh. Once
complete, the new plant will supply the
grawing food and beverage, manufac
turing, pharmaceutical, healthcare and
shipbuilding industries in this country
of 160 million inhabitants,

DECEMBER
1/12
Linde makes another investment in
the growing homecare markets with
the planned takeover of American
HomePatient, Inc. with effect from
31 January 2016. The company, which
has its registered office in Brentwaod
{Tennessee), will expand the customer
base of Linde’s US subsidiary Lincare to
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well in excess of one million patients
in the US. American HomePatient has
specialised in respiratory therapy and
serves clients wha are suffering from
COPD {chronic abstructive pulmonary
disease) and 0SA {obstructive sleep
- o o . . apnoea). o C e . . — ) ~ N

2/12

Gazprom and its generat contractor se-
lect Linde as the licensor of the natural
qas processing technology for the Amur
GPP project in eastern Russia. Linde
is responsible for engineering and for
the_procurement of plants for the ex- _
traction of ethane and liquefied gas
components and for the separation of
nitrogen, as well as for a helium extrac
tion and liquefaction plant. The plant
is to be erected in five phases in the
period leading up to zo24. The CEQs
of bath companies also sign an agree-
menton strategic cooperalion covering
the planning, construction and mainte-
nance and natural gas plarits. The coop-
eration includes process technology in
the field of natural gas processing and
liguefaction, the production of neces-
sary plant cemponents in Russia and
helium production.

234
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Oplions, matching shares -

. Long Term Incentive Plan 2012

PAGE 25

Cost of share-based paymenis
and change in value of existing
entitlement to virtual shares
PAGE 26

Total remuneration of members
of the Executive Board

PAGE 28

Remuneration aligcated
during the year
PAGF 28

Remuneration feceived
during the year
PAGE 32

Emeluments of the
Supervisory Board
PAGE 36

Capital market-based figures
PAGF 38

Linde share: price
performance 2011-2015
compared with indices
PAGE 3y

Linde performance in
comparisen with the most
imporiant indices

PAGE 37

Institutional investor
holdings by region
PAGE 40

Linde share infoemation
PAGE 10

Gross Domestic Product
(GOP) in real terms
PAGF 50
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i

Eis
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E 18
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Industrial Production
PAGE 50

Group revenue and Group
operaling prolit
PAGE 56

Results of operations
of The Linde Group
PAGE 56

Revenue and operating
profit by division
PAGF 5o

Gases Division

PAGE 57

Revenue and operating
profit by division
PAGE 57

Analysis of revenue
by segment
PAGE 58

Gases Division: Revenue
by product area
PAGE 600

Engineering Division
PAGE 61

Engineering Division: Revenue
and order intake by region
PAGE 67

Engineering Division: Revenue
and order intake by plant type
PAGE 61

Otder inlake by region
PAGF 62

Order intake by plant type
PAGF 62

Revenue by region
FAGE 63

Revenue by plant type
PAGF 83

Balance sheet as a percentage
of total assets of eur 35.347 bn
{2014: EUR 34.425 bn)

FAGE 6

E

E s

En

Group statement of cash
flows (summary)
PAGF 67

Selection of outstanding
public bonds
PAGF 69

Raling 2015
PAGE 67

Capital expenditure by division

PaGF Frv

Capital expenditure.of

the Gases Division by
reporiable segment
(excluding financial assets}
PAGF 700

Balance sheet structure
of Linde AG as a percent-
age of total assels

PAGE 7

Results of operations of
Linde AG (summary}
PAGE 7S

Research and development
PAGE 78

Employees by segment at
the balance sheet date
PAGF 79

Additignal indicators
about employees
PAGE 85

safety and environ-
mental protection
FAGE 9N

Gioup statement of
profit or loss
PAGE 116

Group statement of other
comprehensive income
PAGE 117

Group slatement of
financial position
PAGE 118
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Group statement of
financial pesition
E 34 PAGE 119

Group statement of cash flows
E 35 PAGE 120

Group statement of cash Hows
E 36 PAGE 127

Statement of changes
in Group equity
E 37 paGE 122

segment information
E s pPage 1

Revenue by location
of customer
E 10 PAGE 126

Non-current assets by
location of company
E 20 PAGF 126

Impact of acquisitions on the
net assels of the Linde Group
E4r pPAGE 128

Impact of acquisitions
on the profit for the year
of the Linde Group

E 22 paGF 123

Impact of acquisitions on the
revenue of the Linde Group
E 43 pAGE 128

Companies included in the
scope of consolidation
E 41 PAGE 129

C{ompanies exempt from
the disclosure obligations

E 45 pAGE 130

Principal exchange rates
Eds PAGE 131

Useful lives of tangible assets
E 7 PAGE 134

Revenue
E a5 PAGE 142

Other operating income
E a9 PAGF 142
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=64

Other operaling expenses
PAGE 142

Financial income
PAGE 113

fFinancial expenses
PAGE 143

Income tax expense
PAGE 1423

Expected and disclosed
income tax expense
PAGE 144

Deferred tax assets
and liabilities
PAGE 144

Tax loss carry{orwards
not yet used
PAGE 115

Earnings per share
PAGE 115

Schedule of intangible
assels - acquisition cost
PAGF 116

Schedule of intangible assets -
cumulative amortisation
FPAGE 117

Assumptions for the
impairment test of goodwill
PAGE 145

Schedule of tangible
assets - acquisition cost
PAGE 143

Schedule of tangible assets -
cumulative depreciation
PAGE 149

Schedule of financial
invesiments - acquisition cost
PAGE 150

Schedule of linancial
investments - cumulative
amortisation

PAGE 150

Eus

Es&

Er

= re

Net book value ef
financial investments
PAGE 150

Aggregate financial information
about joint ventures (at equity)
PAGE 151

Inventories
PAGE 151

Receivables and alher assets
PAGE 152

Receivables from finance leases . _
FAGE 162

Financial assets past
due but not impaired
PAGE 151

Cash and cash equivalents
FAGE 154

Equity
FAGE 154

Number of shares
PAGE 164

Movement in cumulative
changes not recognised
through the statement
of profit or less

FAGE 153

Non-controlling interests
PAGF 153

Provisions for pensions
and similar obligations
PAGE 159

Assumptions used to calculate
the provisions for pensions
PAGE 15%

Sensilivily analysis
PAGE 160

Reconciliation of the DBO
and of the plan assets
PAGE 162

Pension expense relating
to defined benefit plans

PAGF Thd
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PAGE 164

Other provisiens
PAGE 158

Movements in ather provisions
PAGE 168

Financial liabitities
PAGE 167

Fixed-interest bonds
PAGF 169

Variable-interest bonds
PAGE 170
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PAGE i71

Irade payables and
other liabilities
PAGF 172
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Monte Carlo simulation
modef - LTIP 2012
PAGE 175
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PAGE 176

Matching shares -
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PAGE 177

Personnet expenses -
Long Term Incentive Plan 2012
PAGE 177

Financial assets at 31.12.2015
PAGF 178

Financial liabilities at 31122015
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Financial assels at 31.¥2.2014
PAGE 150

Financial liabilities at 31.12.2614
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Interest curves
PAGE 132

Financial assets and
liabilities measured at
fair valye at 31.12.2015
PAGE 182

Financial assets and
liabilities measured at
fair value at 31.12.2014
PAGE 132

Net financial gains and losses
PAGF 1337

Impairment foss an financial
assefs at 3112.2015
PAGE 184

Impairment foss an financial
assels at 31.12.2014
PAGE 184

Impairment loss on
trade receivables
FAGF 184
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from financial instruments
not measured at fair value
PAGF 135

Financial assets/liabilities
subject to of{setting or
enforceable master
agreements for financial
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PAGE 184

Future cash flows from
financial liabilities - 2015
PAGE 136

Fulure cash flows from
financial liabilities - 2014
PAGE 186

Effect of changes in
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Reserve for cash flow hedges

PAGE 138

Cash Hows, gains and tosses
from cash flow hedges - 2015
PAGE 137

Cash flows, gains and losses
from cash flow hedges - 2014
PAGF 129

Fair value hedges

PAGF 129

Fair value of financial
insiruments designated
as hedges

PAGE 130

Reconciliations of
segment revenue and
of the segment result
PAGE 102

Employees by segment
PAGF 192

Balance sheet of
Linde AG -assels
PAGE 103

Balance sheet ol Linde
AG - equity and liabilities
PAGF 193

Income siatement of Linde AG

PAGF 193

Revenue with relaled parties
PAGE 194
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PAGE 184
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Emoluments of the Executive

Board in accordance with the

German Commercial Code (HGB)
E 125 PAGE 195

Shares granted from
share-based paymenis
E 127 PAGE 195

Emoluments of the Execulive
Board in accordance with IFRS
B 129 PAGE 195

Contingent liabilities
£ 129 PAGE 199

Other financial commiiments
E 130 pAse 199

Procurement leases
E 131 paGE 199

Audilors’ fees and services
E 132 raGe 200

Key financial figures adjusted
for non-recurring items
£ 133 paGE 201

Companies included in the

Group financial statements

(in accordance with IFRS 10)
EZ 134 PAGF 202

Companies included in the

Group financial statements

on a line-by-line basis

{in accordance with IFRS 1)
E 135 PAGE 215

Invesiments accounted for

using the equity method

(in accordance with 1AS 28)
E 3¢ PAGE 216

Non-consolidated subsidiaries
E 137 pAGE 217

Othes investments
(not consolidated)
kS 138 PAGE 279

Management organisation

Executive Board
E 139 PAGE 226

238

Divisions
E 140 PAGE 227

Gases Division
B id7 PAGF 277

Global Governance Centres
E 147 PAGE 227

Global Function
E 1427 pAGE 227

Corporale & Support Functions
E 144 paGF 227
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FINANCIAL CALENDAR

[

PRESS CONFERENCE ON
THE ANNUAL RESULES
PUBLICATION OF THE GROUP
FINANCIAL STATEMENTS

10 March 2016
Carl von Linde Haus, Munich,
Germany _

[2]
INTERIM REPORT
JANUARY TO MARCH 2816

29 April 2016

[3]
ANNUAL GENERAL MEETING
2016

3 May 2015, 10 a.m.
‘International Congress Centre, Munich,
Germany

(4]
DIVIDEND PAYMENT
4 May 2016

5]
INTERIM REPORIT
JANUARY TO JUNE 2016

28 July 2016

l¢]
AUTUMN PRESS CONFERENCE
2016

28 October 2016
Carl von Linde Haus, Munich,
Germany

(71
INTERIM REPORT
JANUARY 10 SEPTEMBER 2016

28 Octaber 2016

(8}
ANNUAL GENERAL MEETING
2017

10 May 2017, 10 a.m.
tnternational Congress Centre, Munich,
Germany

239

STATEMENTS RELATING 70
THE FUTURE

This annual report contains statements relating
to the future which are based cn managements
current estimates about future developments,
These statements are not to be understood as
quarantees.that these expectations will prove
to be true. The future development and the
results actually achieved by The Linde Group
and its affiliated companies are dependent on
a number of risks and uncertainties and may
therefore deviate significantly from the state-
menis relating ta the futuie. Linde has no plans
t0 update its statements relating io the future,
nor does it accept any obligation to do so.
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FIVE-YEAR SUMMARY

2012
2011 gdjusted” 2013 2014 2015
REVENUE EURm 13,787 15,833 16,655 17,047 17,944
_nside Germany oo ee| 82 _19f 74 73
Outside Germany . w90 9By o9 _ 926 92.7
Profit
Operatingprfi ~— mmm| 3210 3,686 3,966 3,920 4131
EBII o _fuRm 2,152 2,055 2171|1885 2,043
— - - - - EBHF-(befare non-recurting items) T _fuRm| 23521 T 2,055 2971 71,885 2,235
Profit before 1axes on income (EBT) EUR m 1,619 1,734 1,794 1,520 1,646
profitfor the year- R N B
altrbulable otinde AGshareholders __ wemw| el 2| w7 el L
Earnings per share - undiluted? EUR 6.88 6.93 7.10 5.94 .1
tatnings per share - undited | .
(before non-iecurring items)’ o _mrl _ 688 693 710 713 6.91
Dividends o fuam| 428 500 500 585 60
Dividend per share o _we| 250l 70| 300 315 345
Number of shares outstanding as at (31.12.) . _inthou. 171,061 185,189 | 185,588 185,638 185,638
Assel structure
intangible, tangible and financial assets _EuRm) 21,269 25971 25184 _ 26,453 27,445
Inveatories ~ &Rm{ _ 1036 _ 1112] = 1088 1,155 120
Receivables' el 2382 3093  3m 3,362 2,995
Cash, cash equivalents and securitles  ~ _euRm) _ 2,674|  2,108] 1,348 1,658 1,838
Other assets L ERm| 1554 2,03 2018 1,797 1,823
Total assets o fRm| _28L15 R 3&29'{ . 321149 3{,&25 35,347
Copital structure
Equity _meel  21eaf  3pss| 13386 4267|1500
Provisions L s _mmm| 2838 0 2613 238 2,769 2.687
Financial debt e _ o _ fuaml  7768( 10,581 9577|9856 9483
Other liabilities __EuRm|  8,165( 7445 7,205 7,533 7.728
Toial capital__ _fRm| 28915 34207( 32749 34425 35347
Cash flow statement
Operating cashflow  fRm 2,426 2,664 3,144 3001 . 3,593
NUMBER OF EMPLOYEES AT 31.12. 50,417 62,765 63,487 65,591 64,538
__Irﬂe_g_ermany L __ %] . 146 ERrAl 123 s 12.4
Outside Germany | 84| 89| 877 87.7 87.6
Key performance indicators
Capital expenditure eRm| 1,367 2,038 2,268 1,954 193
Equity ratio % 42.0 39.8 4.5 41.4 43.7
Return on capital employed IR R A ' '
(before non-recurring items) . ez 97 9.5 9.4
EBIT return on sales % 13.0 13.0 1.1 1.4
Cash flow from operating activities | | o
as 3 percentage of revenue % 17.6 16.8 18.9 17.6 20.0

* Adjusied to reflect the effects of the first-time retrospective application of new/amended IFRS,

* EBIT {before non-recurring items) adjusied for amortisation of intangible assets/depreciation of tangible assets,
* Based on the weighted average number of shares outsianding,

* Incl. receivables from finance leases.

240
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